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Abstract:

We consider Friedrich Hayek’s Road to Serfdom in light of global ideological and economic developments during the sixty years since its publication.  Specific problems considered include socialism and planning, whether national socialism was really socialism, whether Hayek’s views could be labeled as social democratic and whether his critique of social democracy was too strong, and his discussion of the prospects for international economic order.  While often right and enormously influential, Hayek himself agreed that some of his predictions did not become true.
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1.  Introduction

Although far from being his most intellectually important, there is little doubt that Friedrich A. Hayek’s most influential book was his The Road to Serfdom (RTS), published in 1944 in the later stages of World War II.  Although very heavily influenced by the war, especially in its emphasis on Hitler’s Germany as the model for the totalitarian socialist state, it looked forward to the postwar era in its forecasts and analysis.  Its forecast of a trend to socialism and greater government involvement in economies around the world was fulfilled in the decades immediately following the war.  However, the importance of the book is most clearly seen in that many of those leading the counterattack against this trend in the 1980s and after, especially those around Margaret Thatcher in the UK, prominently cited it as their most important inspiration along with works of Milton Friedman (1962).  Its fame reached even greater heights as command socialism came to an end in Eastern and Central Europe and the Soviet Union itself came to an end, with many of those leading the transformations involved also heavily citing Hayek’s famous book.


A curious aspect of this is that Hayek’s book is arguably imperfectly understood.  Like many other famous books it is probably more frequently cited than actually read.  Thus its image has become somewhat of a caricature of itself.  What is actually in it does not always correspond with the image of what is in it.  It is both more subtly complex and more oddly simple than both its admirers and detractors generally recognize.


Reading it 60 years after its publication is a somewhat curious experience, following its success in forecasting the trend to more government in the economy and its success as an inspiration for the movement to reduce such involvement.  On the one hand it is very much a book of its immediate time, World War II, often to an almost absurd degree.  On the other there are sections that are probably more relevant now than they were when they were written, notably his discussion near the end of the book of the prospects for a federation of nations in Europe.  We shall consider here how all this stands in light of developments in the world economy since it was written.


Rather than present either a historical account of the world economy since 1944 or a blow by blow discussion of the book from beginning to end, we shall consider certain themes and issues that Hayek raises in the work.  Each of these will be considered both in its own light from Hayek’s perspective, but also from the perspective of the past 60 years of world economic evolution.  More particularly we shall consider his forecast regarding socialism and planning, his analysis of how Naziism arose from socialism, the question of whether or not Hayek was really a closet social democrat (or should have been more of one), and his views on the ultimate development of the international order.

2.  Socialism and planning

Throughout RTS Hayek constantly inveighs against socialism.  It is the source of the threat to individual liberty that he sees threatening the world, with both Nazi Germany and the Soviet Union embodying this threat, a view far more accepted today than it was in 1944 when Great Britain and the United States were allied with the Soviet Union against the fascist axis.  Only at one point (p. 32) does he spell out precisely what he means by the term socialism.  Noting that it claims to seek “justice, equality, and security,” he argues that its essential features are the “abolition of private enterprise, of private ownership of the means of production, and the creation of a planned economy.”  This definition does not differ substantially from what one would find in reading Marx or Engels, although Marx himself tended to say little about the planned economy.


In contrast with Marx, most of the discussion in RTS focuses on planning.  Planning is the source of the end of individual liberty as state control over economic activity inevitably leads to state control over all other aspects of human activity.  Hayek argues vigorously that “we cannot stop planning where we wish” (p. 105).  Economic interdependence leads planners “to extend controls” to the point where they become “all-comprehensive.”  “Planning is the instrument of coercion” (p. 70) and inevitably “leads to dictatorship.” Planning is a slippery slope, the crucial entry to the road to serfdom.  Socialists may proclaim their adherence to “liberalism” and personal freedom, but once on the slippery slope, “the Road to Freedom is the High Road to Servitude” (p. 27).


At this point we must take stock.  Of course Hayek had been criticizing socialist planning for some time in several books and articles as part of the broader “socialist planning controversy” that involved his mentor, Ludwig von Mises and such figures as Enrico Barone (1935) and Oskar Lange (1936) on the pro-socialist side.  Whereas von Mises (1981) had strongly emphasized the significance of the ownership question and the need for capitalist profits as a motivating incentive in the economy, Hayek only briefly refers to this matter in RTS.  For him the information problems are more crucial with information too decentralized in the economy for a central planner to successfully gather.  Hayek (1940, 1945) makes these arguments more seriously elsewhere, but they are repeated in RTS in general form.


An important point to note is that throughout RTS the discussion of planning always assumes, either explicitly or implicitly, that the planning is of the command sort, with the government issuing orders that must be obeyed in connection with the effort to fulfill the plan.  Indeed, there is no recognition at all that there might be any other kind of planning, except perhaps for specific projects or problems such as building roads.
  Such planning might not lead to the road to serfdom if it can be kept to its narrow confines.


What Hayek never allows for is the possibility of indicative planning of the non-command variety, although it had been initially proposed by Keynes in his The End of Laissez-Faire (1926).  Hayek’s stance was not entirely unreasonable in that the only form of planning that had been seen in practice by 1944 was of the command variety, in both the fascist states and in the Soviet Union, although he would in later writings largely ignore this form of planning also.  It was only after the war that such countries as France (Massé, 1962, 1965), Japan (Okazaki and Okuno-Fujiwara, 1999), South Korea (Kuznets, 1990), and India (Byrd, 1990) would engage in indicative planning with varying degrees of success and vigor.  Arguably France’s effort was quite successful in the 1950s,
 with its most important role probably being “exhortive” in encouraging entrepreneurs to gain optimism and carry out investments that achieved a self-fulfilling prophecy of high growth (Rosser and Rosser, 2004, Chap. 7).  However it became less relevant during the 1960s with failures to forecast certain shocks and became largely a formal exercise from the 1970s until it ended officially in the early 1990s.  It still persists as at least a formal exercise in Japan and India, but probably with little real influence on policy or economic decisionmaking.  The general collapse of Soviet socialism and the influence of Hayek and his allies have led to this near disappearance of even such mild indicative planning.  However, it is worth noting that such planning did not lead inevitably to full state control of the economy or totalitarian dictatorship, although in India and South Korea during the 1970s there was political dictatorship, and state control of the economy verged on taking the full command form then.  


This discussion brings out a crucial aspect of the argument that was not fully recognized by Hayek in RTS.  The aspect of planning that is inimical to liberty, both personal and political, is its command nature.   However, we now know that command is not an inherent feature of planning, even of central planning.  Arguably if a plan is not to actually direct an economy, then developing it is simply a waste of time and resources.  That most of the indicative planning efforts have either become lacking in influence or completely disbanded suggests that many governments have come to agree with that.  Nevertheless, it is now clear that Hayek overstated his argument regarding planning.  It is not planning per se that is the problem for liberty; it is command, especially permanent command that is the problem for liberty, as even Hayek accepted the necessity for liberal societies to engage in some command planning temporarily during wartime.


To close this section it may be worth noting Hayek’s forecasts on these matters regarding Britain.  He describes Beatrice and Sidney Webb, the founders of British Fabian socialism, as being “imperialists” during the Boer War (p. 143), and otherwise ascribes anti-liberal tendencies to them and their followers.  Regarding the Labor Party platform of the period he wrote in, he describes it as advocating “community consumption” and a “planned economy,” (p. 200) along with more generally ascribing a “totalitarian” aspect to British socialists (p. 194).  His fears of an impending Labor Party takeover were well founded as they came to power in 1945 and implemented substantial parts of their platform, without doubt the period of greatest socialism in Britain’s history.  Movements to “community consumption” included substantial widening of the social safety net with the introduction of socialized medicine being the most prominent part.  There were also widespread nationalizations of firms in many industrial sectors, most of which Margaret Thatcher and her successors would reverse later while leaving the socialized medical system largely intact.  However, central planning was never introduced in Britain, even though the idea of indicative planning had originated there with Keynes and continued to be advocated by prominent British economists (Meade, 1970).  Although Britain moved to greater government control over the economy, she did not follow the road to serfdom as predicted in RTS through a command planned economy.

3.  Was national socialism really socialism?


One of the most famous (and controversial) arguments strongly made in RTS regards, as the title of Chapter 12 puts it, “The Socialist Roots of Naziism.”  Although he did not originate this argument, Hayek eloquently states it and provides a considerable list of figures who started out as either Marxists or leftist socialists of some variety and eventually moved over to a German nationalist or even outright Nazi position later with seemingly little change in many of their views.
  He argues that it was only when these figures began to make their moves, crucially after 1914 with the beginning of World War I, that “the tide of nationalist socialism attained major importance and rapidly grew into the Hitlerian doctrine” (p. 169).  The crucial figure in his view was Werner Sombart who was still asserting his devotion to Marxist ideas as late as 1909 and was immensely influential in spreading such ideas in Germany, but in 1915 published his Händler und Helden (Merchants and Heroes).  This work supported the German war effort against the “commercial” culture of England, which he identified with “the ideas of 1789, liberty, equality, and fraternity” (p. 170).
  Hayek sees Germany as the center of anti-individualist ideas prior to the Bolshevik Revolution in Russia, with many other German socialists following in Sombart’s views after Germany’s defeat in World War I.
  Hayek recognizes that this form of socialism is not identical to the Marxist variety, but labels it “conservative socialism” or “religious socialism” (p. 180).  Crucially he notes that Nazi Germany did engage in central planning of the command variety.


However, the situation is not so simple.  On the one hand there is the evidence of the name of the Nazi Party itself, formally the National Socialist German Workers’ Party.  That national socialism differs from traditional Marxist socialism is clear in its emphasis on nationalism in contrast with the proclaimed internationalism the proletariat is supposed to adhere to according to Marx and Engels, a position held to by the left wing of the Social Democratic Party in Germany after 1914, notably by Rosa Luxemburg and the Spartacists.  Certainly Naziism resembled important elements seen in the Soviet Union under Stalin, including command central planning and repressive political dictatorship, with emphasis on the collective against any individualistic or dissenting views and a willingness to kill groups of people en masse because of their membership in those “enemy” groups.  But there were also important differences.


The most important difference regarding whether or not national socialism was really socialist involved the question of nationalization of the means of production, identified by Hayek himself as a part of socialism.  This did not happen in Nazi Germany, even though an important faction of the Nazi Party supported such a policy as well as ending the payment of interest and of land rent.  However, one of Hitler’s first acts upon achieving power in 1933 was to purge this faction of the Nazi Party.  The official doctrine of the Nazi Party was that of the corporate state in which class conflicts would be muted to achieve national goals and industries would be cartelized, arguably a betrayal of Hitler’s original small business supporters.  To the extent that one follows Marx in seeing the issue of ownership of the means of production as the crucial element separating capitalism from socialism, rather than market versus command plan, Nazi Germany would be more accurately described as “command capitalist” rather than as truly socialist.


Hayek’s emphasis on Germany in RTS is unsurprising given the time period the book was written.  Even though one could predict Germany’s defeat by 1944, the war to achieve this and the threat it posed had dominated everything for the previous five years.  This focus probably led him to certain of his predictions that now look not so wise, notably his apparent fears that any substantial increase in government intervention in the economy would almost inevitably lead to the road to serfdom.  Hayek argued that crucial elements of the Nazi system were already put in place before they came to power, with the policy of cartelization and monopolization being encouraged initially by Bismarck in 1879 (p. 175).  

More tellingly, Hayek notes that in 1928 one level of government or another controlled 53 percent of the German economy (p. 61).  He argues that this was a crucial point even though it was arrived at within a democratic system as the “social scale of values which guides the state’s actions must embrace practically all individual ends.”  He then notes that as there could be no complete agreement about this scale of values it would have to be imposed by “permanent officials” who would manage the planning system in an ultimately anti-democratic manner.  Here is the slippery slope argument in its purest essence, and from this one can easily understand Hayek’s fears regarding the Labor Party platform of the early 1940s, especially as he cited (p. 62) complaints by the Fabian Webbs (1897) regarding the ability of parliamentary democracy to properly manage the economy. 

4.  Was Hayek really a closet social democrat?


For most admirers of RTS and of Hayek more generally this would seem to be a patently silly question.  He is viewed as a champion of laissez-faire political economy with few equals in eloquence or influence.  However in recent years a certain trend has appeared among some Austrian economists who prefer Ludwig von Mises to Hayek to view the former as the truer defender of laissez-faire, with Hayek being so far away from it as to be almost a social democrat, this usually said with great disdain in such cases (Block, 1996).  Of Hayek’s works, the one that is often cited most frequently as containing his apostasy in relation to classical liberal views of economics is RTS, with it being noted that he moved somewhat closer to a laissez-faire position in his later years without ever getting fully there.  Is there any evidence to support such an argument that 
Hayek was really a social democrat at heart?


First of all it must be noted that the term “social democrat” (or even “Social Democrat”) never appears in RTS,
 although “democracy” and “socialism” do, albeit only in the context of Hayek declaring that “democracy is an essentially individualist institution stood in irreconcilable conflict with socialism” (p. 25).  To the extent that the Fabian socialists of Britain, such as the Webbs, can be viewed as predecessors of modern social democracy,
 it must be argued that Hayek already opposed it in RTS, as he had nothing but critical remarks to make regarding them and their views, some of which are noted above.  Furthermore, as noted above, Hayek clearly identifies the policies of the German Social Democrats in the 1920s as having essentially put Germany on the road to serfdom already, even prior to Hitler’s rise to power.  Finally, although there is only one potentially ambiguous reference to that most famous of social democratic nations, Sweden, in RTS, the most likely interpretation of it is that it is sarcastic and critical as it is in connection with remarks about the German Social Democrats.


More generally Hayek sees a serious tradeoff existing between the desire for security and the possibility of maintaining freedom.  He completes a chapter entitled “Security and Freedom”
 with the famous quotation from Benjamin Franklin: “Those who would give up essential liberty to purchase a little temporary safety deserve neither liberty nor safety” (p. 133).  He also argues that “money is the greatest instrument of freedom ever invented by man” (p. 89).  Although he does not pursue this argument further in RTS, in later works (1960) he criticizes progressive taxation for reducing the freedom of individuals by taking away too much of their money, and certainly the most prominently social democratic countries like Sweden have been famous for their high levels of taxation.  He would denounce any effort at conscious and general income redistribution.  So, it is pretty hard to argue seriously that Hayek was ever or might have been much of a social democrat.


Nevertheless, in contrast to widespread popular opinion one can find passages in RTS especially that show Hayek as being somewhat a defender of a mixed economy and even of some elements of a social safety net.  He explicitly criticizes excessive advocacy of laissez-faire: “Probably nothing has done so much harm to the liberal cause as the wooden insistence of some liberals on certain rough rules of thumb, above all the principle of laissez faire” (p. 17).  In various places in RTS he provides various lists of admissible interventions in the economy by government.  It is “not inimical to competition” to prohibit the use of poisons, require precautions, limit working hours, require sanitary arrangements, and an “extensive system of social services” as long as these efforts do not “make competition ineffective over wide fields” (p. 37).  The state may need to “provide road signs, roads, prevent ‘harmful’ effects of deforestation, or farming methods, or ‘smoke and noise of factories,’ and pass laws against fraud and deception” (p. 39). 


Perhaps his most famous quotation identified by some as showing his social democratic tendencies is the following: “Nor is there any reason why the state should not assist the individuals in providing for those common hazards of life against which, because of their uncertainty, few individuals can make adequate provision.  Where, as in case of sickness or accident, neither the desire to avoid such calamities nor the efforts to overcome their consequences are as a rule weakened by the provision of assistance—where, in short, we deal with genuinely insurable risks—the case for the state’s helping to organize a comprehensive system of social insurance is very strong” (p. 121).  He does warn immediately that details are important and against schemes introduced “in the name of social insurance…which tend to make competition more or less ineffective.  But there is no incompatibility in principle between the state’s providing greater security in this way and the preservation of individual freedom.”  He then approves of “communal action” to help victims of disasters such as floods and earthquakes.  He even approves of monetary policy that reduces “general fluctuations of economic activity,” while arguing this is “not incompatible with nineteenth-century liberalism,” a position he would disagree with later when he came to support free banking, as he would also weaken his support for some of these other items.  

He does warn as having an “insidious effect on liberty” planning “designed to protect individuals or groups against diminutions of their income” (p. 122).  This contrast of positions is later stated as “Let a uniform minimum be secured to everybody by all means; but let us admit at the same time…all claims for a privileged security of particular classes must lapse” (p. 210).  At this point he argues that in England everyone has already achieved this minimum.  More generally Hayek supports enough of a state to function to broadly support the functioning of a liberal and competitive free market.  Whereas Hayek certainly did allow for more of a mixed economy and social safety net in RTS than many are aware of, it remains only an anarchist’s fantasy nightmare that Hayek could be called a social democrat.

5.  Should Hayek have been more of a social democrat?  

Nevertheless we are at the point where Hayek’s argument in RTS faces probably its severest criticism, his pushing of the slippery slope argument that government intervention of the sort observed in Germany in 1928 leads to the road to serfdom.  What Germany had at that time was indeed, as Hayek implies on page 3 of RTS, a modest form of the sort of social democracy that developed in Sweden.  Indeed Sweden and its fellow Scandinavian countries have continued to follow and develop such policies over the 60 years since RTS appeared and certainly have not slipped into political dictatorship or more general “serfdom.”  Such a characterization looks simply ridiculous unless one asserts that high tax rates alone constitute such serfdom as some do.  However, it must also be clear that Hayek did not definitely say that increasing the size of the welfare state would necessarily lead to the road to serfdom, as many have charged him with doing.

In any case, many other observers produce rhetoric that is not easy to reconcile with the existing data.  One regularly reads reports of problems in Sweden in particular (Lundberg, 1985; Lindbeck, 1997), although much less so of its immediate neighbors.  It is quite clear that Sweden probably went too far in its interventionist and social welfare policies, with severe macroeconomic problems emerging at the end of the 1980s and the beginning of the 1990s.  Policies were then pursued that scaled these policies back somewhat, arguably to the levels seen approximately in such largely social democratic neighbors as Norway and Denmark, with unemployment rising somewhat as a result.  There is now increasing evidence that these policies have succeeded (Henrekson, 2001) and the refusal of Sweden in late 2003 to give up its krona in favor of adopting the euro partly reflects the fact that Swedish economic performance in the most recent years has been better than that in the leading countries within the eurozone.

Indeed, contrary to widespread opinion, Sweden and its social democratic neighbors do quite well on widely used indexes of economic freedom despite their high tax rates and large-scale welfare states, which are the main blemishes on their record from the perspective of those who estimate such indexes (many of whom are also great admirers of Hayek).  Thus for 2002 O’Driscoll, Holmes, and O’Grady (2002) rate Sweden as 17th in economic freedom out of 155 countries rated globally.  Its neighbors Denmark and Finland do even better, coming in at 12th and 14th respectively while Iceland is 23rd and Norway is further down at 35th (O’Driscoll et al, pp. 22-23).

It is true that from about 1945 into the 1970s Sweden was regularly in the top three in real per capita income in the world, along with the United States and Switzerland, but has since fallen down to 18th place in the world for this datum (United Nations, 2003, p. 237), although its neighbors Iceland, Norway, and Denmark are fourth, fifth, and sixth respectively (behind Luxembourg, the United States, and Ireland).  Furthermore, as of 2000 of the Scandinavian social democracies only Iceland was in the top ten of nations globally in real per capita consumption (OECD, 2002, Basic Statistics: International Comparisons).  In this category the United States was far in the lead at US $24,429 with Luxembourg a distant second at US $17,877, followed by Switzerland at US $17,513, and Iceland fourth at US $16,720, followed by Australia, UK, Canada, Austria, Germany, and Japan completing the top ten.

   Nevertheless, the social welfare systems much berated by many around the world in these Scandinavian countries have delivered the goods in many basic categories.  Norway, Iceland, and Sweden are respectively first, second, and third in rankings of overall standard of living in the world based on the UN’s Human Development Index (United Nations, 2003, p. 237), which is based on real per capita income combined with measures of education and health (the United States is seventh).  Thus, despite being 18th in the world in real per capita income, Sweden is second in the world in life expectancy at 79.9, behind Japan’s 81.3, while the United States is 24th at 76.9, barely ahead of Cuba (ibid.).  Sweden has the world’s lowest rate of poverty, with Norway at second, Finland at third, and Denmark at fifth respectively, while the United States has the 17th lowest rate (United Nations, p. 248).   Sweden is tied with Iceland, Japan, and Singapore as having the world’s lowest rate of infant mortality at 3 per 1,000 live births, while the United States is tied for 31st with Cuba and Croatia at 7 per 1,000 live births.  Finally, Sweden has the highest probability in the world for men born in 2000-05 of surviving to age 65, at 86.1 % (ahead of Japan at second with 85.0 %), while the United States is tied for 31st with Bahrain at 78.1 %, just behind Cuba at 79.1 % (United Nations, p. 262).
 This is all despite the fact that the United States is by far ahead of all other countries in the world in the amount of money spent on health care per capita, US $4,499 in 2000 compared to second place Luxembourg’s US $2,785 and third place Norway’s US $2,769 (United Nations, p. 254).

Clearly how different people weight these different kinds of things will matter in terms of how they compare the outcomes that different countries have experienced since Hayek wrote RTS.  The United States and some other countries have had more economic freedom and have higher levels of per capita consumption.  Others, notably the Scandinavian social democracies, have had slightly lower levels of economic freedom due mostly to their higher tax rates, but have achieved high standards of living that have been more widely distributed throughout their populations, while maintaining levels of political democracy and broader civil liberties at least comparable to the United States and other more economically liberal nations.  Although not directly addressed in RTS, this is not an outcome that a reader of his book in 1944 would have necessarily expected.
One way to consider how people view these matters is to look at happiness surveys, although these are fraught with difficulties when used to make cross-national (and especially cross-cultural) comparisons rather than ones within a single country.  People in different cultures may have different attitudes regarding their willingness to say what they really feel, or may simply have different attitudes about happiness that have little to do with economic or political variables.  Nevertheless, the most recent data available suggests that all of the Scandinavian social democracies are ahead of the United States on this measure except for Norway, which is at the same level, although some other more free market economies also do better than the US, including the country at the top of the list, Switzerland.  The World Database of Happiness maintained at Erasmus University in Rotterdam regularly updates results for average responses to the question: “How much do you enjoy life as a whole?” with numbers ranging from 1 to 10, the higher the happier (Veenhoven, 2004).  The nations that have scores greater than or equal to that of the United States are as follows: Switzerland, 8.1; Denmark, 8.0; Costa Rica, 7.9; Iceland, 7.8, Luxembourg, 7.8; Canada, 7.7; Ghana, 7.7; Ireland, 7.6, Sweden, 7.6; Finland, 7.5; the Netherlands, 7.5; Norway, 7.4; the United States, 7.4.  Again, one should probably not put too much weight on these results, although it can be noted that none of the countries on this list have highly politically repressive governments (although the level of democracy in Ghana is questionable).
In any case, the nations that followed the path of a permanent command economy did go on the road to serfdom, losing political and economic liberty, with the short run gains of rapid forced growth eventually grinding down into stagnation before the political and economic systems in most of these countries changed sharply.  Unfortunately many of them have since experienced serious economic and social problems, although some, notably the more democratically oriented ones that have succeeded in their market transition strategies in Central Europe, have now gotten back above their pre-collapse economic levels.  The few remaining command planned economies remain mired in deep political repression, with most experiencing severe economic problems as well, such as outright famine in North Korea.  Again, Hayek’s warnings about the political consequences of going too far down the path of central planning have proven true; permanent command planning is clearly the road to serfdom.

6.  Hayek on the prospects of international order

One of the more prophetic sections of RTS is the penultimate chapter on “The Prospects of International Order,” in which Hayek looks ahead to the postwar era and contemplates the options for organizing international relations in ways that would achieve both peace and liberty.  He draws on the examples of the United States, Holland, and Switzerland, calling in Europe for a freely organized federal state that would have the minimal powers of the “ultra liberal laissez faire state” (p. 233), but which however could bring a Rule of Law to the international order.  For Europe, he cites Henry Sidgwick (1903) on the possibility that Western Europe can so self-organize itself in a reasonable federal order, thus foreseeing the eventual rise of the European Union.


Hayek exhibits a disdain for nationalism and economic competition based on national boundaries.  However, he understands the strength of nationalism.  He warns against efforts to plan from a supranational level, and in a failure of forecasting predicts failure of any efforts to redistribute income or resources by a supranational authority, thereby not foreseeing the regional redistribution policies of the eventual EU.  In light of the impending accession to the EU by many of the Central European transition nations, it is ironic to read him warn that “There exists no basis which allows us to decide whether the claims of the poor Rumanian peasant are more or less urgent than those of the still poorer Albanian, or the needs of the Slovakian mountain shepherd greater than those of his Slovenian colleague” (p. 227).  More particularly he warns against attempting to “create a kind of Tennessee Valley Authority for the Danube Basin,” (ibid.) which would necessarily involve “determining beforehand for many years to come the relative progress of the races inhabiting this area or without subordinating all their individual aspirations and wishes to this task” (ibid.).  More generally he is skeptical of the willingness of those in the richer countries to seriously assist those in the poorer countries a problem that may come to a head in the EU after the poorer Central European nations join.  For him the future European Union would have to be a voluntary and democratic affair, in contrast with the Roman, Napoleonic, and Hitlerian efforts.


Nevetheless, he is optimistic about the international Rule of Law holding in place the tyranny of individual states within a properly structured federal system, even as he foresees that the most powerful states will not subordinate themselves to any new League of Nations, the United Nations only being formed shortly after RTS appeared.  However, this higher level body must also not strive too hard or it will only create more and greater problems.  “Not only would we be unsuccessful in such an attempt but we would thereby probably spoil our chances of achieving success in a more limited sphere.  As is true with respect to other great evils, the measures by which war might be made altogether impossible for the future may well be worse than even war itself.  If we can reduce the risk of friction likely to lead to war, this is probably all that we can reasonably hope to achieve” (p. 239).

7.  Conclusions and epilogue

Given the length of his life and the size of his oeuvre, it is difficult to avoid looking at Hayek’s own later work to see how he regards some of his own predictions made in his most famous work.  The most obvious place to look is in his 1960 work, The Constitution of Liberty (COL), clearly set up as a more scholarly and lengthy sequel to RTS.  We can see a followup there, especially in its third part on “Freedom in the Welfare State,” to the question of Hayek’s views on whether or not social democracy (still unmentionable as a term) leads necessarily or not to the road to serfdom, and the degree of Hayek’s own tendencies in such directions.


In Chapter 17 on “The Decline of Socialism and the Rise of the Welfare State” he effectively recognizes the errors of some of his more pessimistic projections.  Thus, by 1960 the model of Soviet Russia has so disillusioned most observers with its lack of freedom that socialism of the sort described in RTS has ceased to be an alluring project and has “come to an end,” although several more countries were still to “go socialist” in the next two decades either through internal revolution or from external force.  The problems with planning and its slippery slope tendencies have all but disappeared from the discussion and Hayek sees the disappearance of any major push for further nationalizations of the means of production, although this sort of thing would continue in many parts of the world that lacked command planning until the global privatization movement became fully dominant in the 1980s. 


In this part of COL Hayek is clearly focusing upon Western Europe and the various “socialist” parties operating there, with the example of the German Social Democratic Party and its formal abjurance of the ideas of Marx in 1959 almost certainly very much on his mind.
  Although he avoids specifically discussing the Scandinavian nations,
 he notes that the socialist parties now emphasize the rise of the welfare state, a concept he finds to be vaguely defined.  He recognizes in fact that “the aims of the welfare state can be realized without detriment to individual liberty” (p. 259), but warns that anti-liberal methods and policies can easily arise in such a state.


He largely reiterates his discussion in RTS regarding the desirability of guaranteeing a “minimum” for all citizens, and even cites his earlier discussion of this matter.  He recognizes that this minimum might rise with rising wealth and income, thus entailing the possibility of an increasing state sector.  However, in his chapter on “Social Security” he criticizes the German system established by Bismarck in the 1880s for forcing individuals to join a “unitary” organization run by the state.  In particular, while he allows for guaranteeing this minimum, he rejects active efforts at more general income redistribution or efforts to achieve equality.  More precisely he criticizes progressive income taxation and explicitly supports proportional (or “flat”) taxation systems.  He does grant the possibility of the state providing certain other public goods beyond those listed in RTS, such as parks and museums.


So, in the end, Hayek admits that a limited welfare state may not lead to the road to serfdom.  However, his own social democratic tendencies must be viewed as strictly limited and always kept in check by his concern about any increase in arbitrary state control or coercion.  For Hayek, the road to serfdom clearly remains a potential threat behind the often benign policies of the social democratic, welfare state society.   
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� The most thorough discussion of central planning by either Marx or Engels appears in Engels’s Anti-Duhring (1959), originally published in 1878.  


� Hayek notes that defenders of socialist planning had pointed to the high quality of roads in Germany and Italy as evidence of the superiority of planning.  However, after criticizing the German and Italian roads as being overbuilt, he says that the building of such roads may be “possible in liberal society” (p. 54), and that  the existence of such roads in those countries is “no proof of the general superiority of planning” (ibid.).  In this discussion he refers to planners choosing between “guns and butter.”


� An irony of the French planning system is that it arose partly in response to pressure from the United States who was concerned that funds from the Marshall Plan be wisely used.  That even the United States in the immediate postwar period admired central planning is a sign that Hayek was not offbase in his concern about the widespread nature of the influence and popularity of such planning.  It was in the air.


� This process did not happen only for Germans, with Italy’s fascist dictator, Benito Mussolini, beginning his career as a leftist socialist.  Fascist Italy arguably was more genuinely socialist than Nazi Germany in the sense of engaging in widespread nationalizations of firms, some of which remain state-owned even today.


� More generally in RTS Hayek spent quite a bit of time comparing stereotypes of Germans and English.  “What the ‘typical German’ is often thought to lack are the individualist virtues of tolerance and respect for other individuals and their opinions, of independence of mind and the uprightness of character and readiness to defend one’s own convictions against a superior…, of consideration for the weak and infirm, and of that healthy contempt and dislike of power which only an old tradition of personal liberty creates…those little yet so important qualities which facilitate intercourse between men in a free society: kindliness and a sense of humor, personal modesty, and respect for the privacy and belief in the good intentions of one’s neighbor” (p. 148).  In contrast “the English people, with some justification, used to pride themselves in excelling” in these virtues, although Hayek worries that they have fallen off this path onto the road to serfdom.  Although this kind of argument by reference to national characters was widespread in 1944, it rings somewhat unpleasantly 60 years later, rather as a manifestation of exactly that sort of prejudicial thinking of which this specific argument disapproves. 


� Despite this focus on Germany, even in RTS Hayek does in passing identify France as the origin of the idea of socialist planning, with Saint-Simon as its originator (p. 26, fn. 2).  In his final work on socialism, The Fatal Conceit: The Errors of Socialism (1988), this argument is made far more strongly with the role of Germany much lessened.  The French tradition of rationalistic constructivism from Descartes is seen as the ultimate source of this French tendency.


� Diamond (1980, p. 353) suggests that the fact that Keynes “profusely praised” RTS should have given pause to thought by libertarians regarding Hayek’s views.


� The term “social democrat” also does not appear in his later The Constitution of Liberty (1960).


� While the Fabians and social democrats agree on using gradualist methods within democratic institutions, the Fabians held to a classic socialist vision of a centrally planned economy in which the state owns the means of production as the ultimate goal, while the social democrats emphasize the welfare state and income equality as more important.


� “…there are a large number of other points where at an interval of fifteen to twenty-five years we seem to follow the example of Germany.  Although one does not like to be reminded, it is not so many years since the socialist party of that country was generally held up by progressives as an example to be imitated, just as in more recent years Sweden has been the model country to which progressive eyes were directed” (p. 3).  This author is unaware of Hayek praising Sweden in any of his later writings either, and it is not mentioned at all in The Constitution of Liberty (1960). 


� An oddity of this chapter is that a quote at its beginning is attributed to “Nikolai Lenin,” briefly that man’s nom de révolution.  In his youth he was Vladimir Ulyanov and is almost universally known as Vladimir Lenin.  Given that Hayek himself was plagued by political critics sarcastically calling him by his original name, Friedrich von Hayek (although he did not complain when the Nobel Prize committee for economics did so), it is odd that he indulged in such a practice regarding someone he disliked politically.


� During the final quarter of 2003, Sweden’s GDP growth rate was 2 %, its January, 2004 unemployment rate was 5.1 %, and its December, 2003 inflation rate was 1.4 %; whereas for Germany these numbers were –0.2 %, 10.2%, and 1.3 %, and for France were –0.3 %, 9.7 %, and 2.2 % respectively (The Economist, February 7, 2004, p. 96). 


� The top 11 are in order Hong Kong, Singapore, New Zealand, Estonia, Ireland, Luxembourg, the Netherlands, the United States, Australia, Chile, and the United Kingdom.  This index is derived from nine component indexes of degrees of freedom regarding trade, fiscal burden of government, degree of government intervention, monetary policy, foreign investment, banking and finance, wages and prices, property rights, regulation, and absence of black market.  In general the Scandinavian societies avoided both nationalizing the means of production or using central planning, although some would see their occasional use of quasi-corporatist centralized wage bargaining systems as veering in the latter direction, with such a system at its height in Sweden between 1938 and 1986 (Rosser and Rosser, 2004, Chap. 8).


� Of course Cuba is a very repressive country both politically and economically, coming in ahead of only North Korea and Iraq on the economic freedom index for 2002 (O’Driscoll et al, p. 26).  Nevertheless, despite suffering severe economic stagnation, it has managed to maintain surprisingly well the quality of its educational and medical systems, coming in ahead of all Latin American countries on life expectancy except for Barbados and Costa Rica and ahead of all except Barbados on the probability of a male living to 65 (United Nations, p. 262).  On adult literacy Cuba is fifth in Latin America behind Barbados, Trinidad and Tobago, Uruguay, and Argentina (United Nations, pp. 270-271).  However, compared to the United States the almost entirely one-way flow of migration from Cuba to the US shows the ultimate comparison. 


� Possibly even more on his mind were the policies of the ruling Christian Democrats in West Germany, whose “social market” policies were influenced by him and the Ordo-Liberals, stressing avoidance of nationalization or central planning, and the breakup of monopolies, while nevertheless expanding the welfare state safety net policies that were originated by Bismarck within a strictly democratic context.  The term sozialmarktwirtschaft (“social market economy”) was due to Andreas Müller-Armack (1947), a leader of the Ordo-Liberals.


� Hayek did comment later in the preface to the 50th anniversary edition of The Road to Serfdom on Sweden in particular (1994, xxiv-xxv, this preface actually written in 1976).  “At the time I wrote, socialism meant unambiguously the nationalization of the means of production and the central economic planning, which this made possible and necessary.  In this sense, Sweden, for instance, is today very much less socialistically organized than Great Britain or Austria, though Sweden is commonly regarded as much more socialistic.  This is due to the fact that socialism has come to mean chiefly the extensive redistribution of incomes through taxation and the institutions of the welfare state.  In the latter kind of socialism the effects I discuss in this book are brought about more slowly, indirectly and imperfectly.  I believe that the ultimate outcome tends to be very much the same, although the process by which it is brought about is not quite the same as that described in this book.  It has frequently been alleged that I have contended that any movement in the direction of socialism is bound to lead to totalitarianism.  Even though this danger exists, this is not what the book says.  What it contains is a warning that unless we mend the principles of our policy, some very unpleasant consequences will follow which most of those who advocate these policies do not want.”
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