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A mong economists, there are two widely held but quite different 
concepts of freedom. F. A ,  Hayek defines freedom as ""the 

state in which a man is not subject to coercion by the arbitrary will of 
another or others,"' This noninterference concept of freedom, also 
strongly supported by Miiton Friedman and Fritz Machlup, holds 
that the essential component of individual freedom involves being 
free from external coercion and restraint by other peoplen2 In the 
.-.-- 3 -  -f r?..:eA7n-" 
W U I U b  W b 11 U d l  dLI .  

Political freedom means the absence of coercion of a man by his 
fellow men, The fundamental threat to freedom is power to 
coerce, be it in the hands of a monarch, a dictator, an oligarchy, 
or a momentary m a j ~ r i t y . ~  

The  nonintederence, or lack of coercion, concept has been 
strongly challenged by an "effective power" concept of freedom. In 
the latter view, freedom is identified with the power to act, and 
freedom in the sense of nonainterfcrence is held to be of no practical 
value to those who lack buying power. 

George Stigler, in a recent article, deveiops a version of the effect- 
ive-power concept of freedom. He identifies freedom with the 
"domain of choice" and challellges the validity of the concept of 
heedom that distinguishes coercion by other men from other 
limitations on ~ h o i c e . ~  Freedom or liberty in this domain-of-choice 
sense expands with an enlargement of income and wealth, which 
increases the effective capacity to choose. 

A wider domain of choice is another way of saying that a person 
has more freedom or liberty. From this viewpoint one can prop- 
erly say that even with the vast expansion of public controls over 
earning and spending in the United States since the Civil War, 
there has been an enormous expansion in the average indi- 
vidual's liberty.' 

In this view, freedom increases with the amount sf  income and the 
consequent increase in size of the individual's opportunity set. It 
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follows that an increase in income widens the domain of choice even 
in highly regimented societies. It is contended that the present-day 
Russian, for example, has more liberty than his nineteenth-century 
ancestors because his income is higher.6 

In challenging the noninterference meaning of freedom, Stigler 
argues that it is (1) not possible and (2) pointless to distinguish be- 
tween restrictions imposed upon an individual's range of choice by 
budget limitations (limitations of income or of weaith) and 
restrictions on choice due to coercion by others. The following 
analysis suggests that wealth and freedom are not synonymous and 
that there are important reasons for retaining a noninterference 
concept of freedom. 

In challenging the Hayekian view that freedom represents the 
absence of coercion by others, Stigler contends that many, and 
perhaps all, of the restrictions imposed upon our range of choice by 
wealth are, at least to some extent, the product of the behavior of 
other people. Consider two examples presented by Stigler where 
restrictions on our range of choice are alleged to be in some measure 
the product of the behavior of others: 

1. if I cannot attend a symphony concert because there are not 
enough other demanders of a symphony orchestra in my corn- 
munlty, my wealth has been reduced (in utility terms) by the be- 
havior of others. 

2. If other people have reduced their demand for symphony 
concerts because of taxation (not necessarily progressive) of in- 
come by the state, have I lost liberty or only wealth?' 

The first example in which my wealth is alleged to be restricted by 
other people is not persuasive. If I cannot attend a symphony 
because not enough people wish to attend, in what sense is it appro- 
priate to say that my wealth has been redaced by the behavior of 
others? First, the contention that it has been implies that my level of 
wealth has been or could be higher. It is correct that my wealth as a 
music lover would increase, ceteris pan'bus, were demand sufficient- 
ly great to justify a symphony orchestra. Nevertheless, it seeins odd 
to contend that my weaith has been reduced in this case, since pre- 
sumably demand has not been sufficiently great in the past to justi& 
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a symphony orchestra. Stigler's case would appear to be an example 
of what Harold Demsetz has described as the nirvana a p p r o a ~ h . ~  My 
wealth is reduced only when compared with what it would be if 
people's tastes were more to my liking. The conclusion that my 
wealth is reduced in this case implies that somehow people's tastes 
should be different and that, if they were, my wealth would be 
higher. 

Second, to blame this lack of wealth on my part on the behavior of 
other people (not enough people will support a symphony orchestra) 
implicitly assumes that I have a "right to music." Other people 
cannot have an obligation to support an orchestra unless I have a 
right to such music. The "right" to music is similar to the "right to 
food" and other "economic rights." Such positive rights demand as 
their counterpart that someone must provide what others have the 
purported right to. Yet nowhere does Stigler purport to establish 
such a right or suchaan (unchosenj obligation on rhe part of other 
people.' 

This example illustrates the difference between the "I may" 
(noninterference) and "I can" (effective-power) concepts of free- 
dom.1° In the example cited, I am free to ("I may") attend a 
symphony concert although I cannot do so. H am free in the non- 
interference but not in the effective-power sense. The reason I do not 
have an opportunity to attend a symphony concert is not coercion by 
other people but rather wealth limitations. 

The  second case with which Stigler questions our ability to dis- 
tinguish coercion by others from other limitations on choice is one 
where a symphony orchestra was presumably profitable and 
available until taxation reduced the demand, eliminating my option 
to attend a symphony concert. Which is affected-"liberty or only 
wealth"? 

Political actions frequently affect liberty as well as wealth. Any tax 
involves coercion. The higher the tax, the more coercion involved 
and the more effort devoted to circumventing the tax. The fact that 
the benefits may exceed the costs of taxation for some people does 
not negate the fact that liberty or freedom is affected by taxation 
even though the tax is a general one and is not intentionally 
capricious in its effects. The effects of any tax can be quite different 
for different individuals depending upon the circumstances. 
Whether my welfare has suffered depends upon my subjective as- 
sessment of the situation. Freedom, like material wealth, is but one 
aspect of welfare. 



In reality, there are conflicts of freedom, and it is not always easy 
to assess the irripact of a policy on freedom. Stigler mentions the 
example of limitations on auto parking." Freedom on my part  to 
ignore traffic regulations, for example, interferes with the freedom 
of other people to drive. In traffic regulations, we accept restrictions 
on driving as a way of obtaining the maximum freedom to drive. 
There are also conflicts of freedom within the economic sphere. 

The freedom of coalition and of contract may be used t o  re- 
strict the freedoms of work and enterprise, and thereby the free- 
doms of choice of consumption and occupation. We know of 
many instances where workers' or businessmen's combinations 
have created monopoIistic positions restricting entry into sccu- 
pations or industries. l2 

The fact that freedoms may conflict and that policies may affect 
liberty as well as wealth does not lessen the importance of retaining 
separate meanings for freedom and wealth. Both contribute to 
welfare, but neither should be equated with welfare. Furthermore, 
different people are likely to place different weights on the import- 
ance of freedom and material wealth. 

The purpose of distinguishing the effective power from the non- 
interference concept of freedom is clearly seen in the case of 
limitations by nature. The concept of freedom becomes meaningless 
when it is expanded to include naturally occurring limitations of 
human capacities and opportunities. Freedom is logically identified 
with the threat of being restricted by other people. If constraints on 
my behavior are due to nature, in what sense is it meaningful to say 
that my freedom is infringed? An infringement of freedom has 
moral connotations. Consequently, only human conduct can appro- 
priately be called just or unjust.13 In the case of freedom of scientific 
inquiry, for example, 'Vould  it not be preposterous if some 
ultra-pragmatists were to say that Professor X lacks freedom in 
inquiry since, although no one limits his research activities, his 
reasoning powers are limited?" l 4  

The contention that it is pointless to distinguish between restric- 
tions on wealth and liberty in the example cited by Stigler concern- 
ing gasoline rationing is also not convincing. 



Whether the state forbids me (by a rationing system) to use 
nnore than ten gallons of gasoline a week, or whether 1 am pre- 
vented from doing so by its high price (not including taxes) is of 
little direct significance to me; in either case my driving is iimit- 
ed by decisions (to ration or to buy gasoline) of my fellow 
citizens. 

While an individual's driving may be limited to the same extent by 
state-imposed rationing as by limitations of wealth in the immediate 
moment of time, rationing restricts the range of choice more as con- 
ditions change and the individual has an opportunity to make 
adjustments. Market rationing permits the individual to use more 
gasoline when his income increases or when other conditions change 
so that he prefers to substitute gasoline for other goods. In the 
absence of gasoline rationing, the individual can make choices now 
(e.g., moonlight to earn additional income) that will eventually en- 
able him to exercise that freedom.16 

The idea that legal restraints are important only insofar as they 
affect the domain of choice suggests that restraints that do not affect 
my current opportunity set are unimportant, or that as an individual 
I am oblivious to all political restraints that are not binding on me. 
In this view, a legal prohibition against long hair, men's hats, ice 
hockey, or Cadillacs would appear to be of '"little direct significance 
to me." Yet, if people generally acted in accordance with narrowly 
defined self-interest and were obiivious to all political controls or 
restrictions on individual behavior that did not currently affect 
them, there could be little support for a free society. Mutual 
tojerance is Important in establishing the formally defined rules as 
well as in numerous interactions that are conducted in an orderly 
manner without rt.les.17 

There is evidence that people are, in fact, concerned about 
political. controls that are not currently binding on them. George 
McGovern discovered in 1972, for example, that his proposal for a 
large iacrease in estate taxes was opposed even by many people for 
\r;horn such increases were of "'little direct significance," 

It is also r~npartant to maintain the distinction between freedom 
and wealth in contrasting the market with a centrally directed 
economy. There is a growing consensus that central direction is 



inefficient as judged by its ability to produce material goods and ser- 
vices (wealth). l 8  Opposition to the market system, however, focuses 
on moral or ethical issues.19 If restrictions on choice arising from 
coercion by other individuals are not differentiated from budget lim- 
itations, there is no basis for differentiating between economic and 
political systems on grounds of freedom. 

In the effective-power concept of freedom, general increases in 
wealth imply general increases in liberty.20 This pragmatic view is 
consistent with the utilitarian approach, which holds that the ulti- 
mate standard in judging an institution or policy is whether it  is a 
useful means for helping the "immense majority" attain their 
chosen ends whatever those ends may be. The idea that the ends are 
taken as given and that goodness is measured by umber s  of pro- 
ponents is clear in the following passage: 

I share Hayek's opposition to a host of modern public policies. 
They certainly cannot be opposed effectively on moral grounds: 
the moral views of a large share of the population are highly 
congruent with these policies. If a policy is demonstrably ineffi- 
cient in achieving its goals, the more efficient policy ought t o  be 
prefened by members of the society.21 

If the ends are taken as given and the only consideration is the 
efficacy of alternative measures to achieve those ends, there is 
nothing to protect individual rights.z2 There is no reason to expect 
momentaq majodties to be staunch guardians of minority rights. 
The power to coerce is a threat to freedom whether the threat is by a 
dictator or a democratic majority. Thus, freedom of the individual 
may conflict with majority rule. In summary, the utilitarian ap- 
proach implies neither free markets nor the protection of other indi- 
vidual rightseZ3 

There is another important reason for keeping the freedom and 
wealth concepts separate. Freedom as a component of total welfare 
is desirable in and of itself. Although there is a great deal of evidence 
that freedom and prosperity are positively correlated, freedom would 
be considered desirable by many people even if it were to involve a 
trade-off with material goods and services.24 This point was clearly 
made by Wilhelm RGpke: 

It is for the same reasons that I champion an economic order 
ruled by free prices and markets. . . .this is the only economic 
order compatible with human freedom, with a state and society 
which safeguard freedom, and with the rule of law..  . .We 
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Although both material wealth and liberty contribute to welfare 
and expand the domain of choice, they are different concepts. 
Freedom means noninterference, while wealth involves material 
goods. The distinction between wealth and freedom is not always 
clear-cut, since many policies affect both wealth and liberty. I t  is 
impo&ant, however, that the distinction between freedom and 
wealth be maintained, since people reveal by their actions that  they 
perceive a trade-off when increases in individual freedom can only 
be secured by a reduction in wealth. Thus, the "'freedom to be one's 
boss," for example, is often cited as a reason for accepting a lower- 
paying job. Further, many American settlers came to the United 
States for reasons of political and religious liberty. 

The market is criticized on a number of grounds despite its 
demonstrated superiority in the production of goods and services. 
Some people dislike the market because the "wrong things" get 
produced, others because it is based on selEitalerest, and still others 
because It does not achieve "social justice." Many socialists are will- 
ing to forgo the productivity of the market for ideological reasons. 
Collectivist methods of agricultural production are maintained in 
Russia and China, for example, despite much greater produceivity 
on private plots. Egalitarian measures are supported in the West 
despite thelr effects on material pro~perity.~' 

It is important, then to maintain the distinction between freedom 
and wealth in assessing the effect of alternative political and 
economic systems upon freedom and material wealth. If freedom is 
defined as effective power to obtain what one wants, the important 
relationship between freedom and the market is obscured. Indi- 
vidual freedom is a necessary (though not sufficient) condition for 
achieving pr~speri ty .~ '  Thus, it is important to maintain the distinc- 
tion between wealth and freedom both because of the demonstrated 
relationship of freedom to material wealth and because freedom is 
an end of itself. Both issues are important in any assessment of 
collectivism versus the market. 
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