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PROCEEDI NGS

MR. PALMER  Good evening. M nane is Tom Palnmer. |'m
a Senior Fellow here at the Cato Institute, and it's my pleasure
to welcone all of you to the F. A Hayek Auditoriumof the Cato
Institute, and to an event that is certainly very appropriate for
this location: a forumon a brand-new bi ography of Hayek, by our
guest author this evening, Al an Ebenstein.

| should nention, for those of you in the audi ence,
copi es of the book are available for sale outside. And for those
who are eavesdroppi ng through our Whbcast, you can order copies
either at quality bookstores everywhere or from
www. | ai ssezf ai rebooks.com a little advertisenent for our
friends.

As | think everyone is aware here, Hayek is
i ncreasingly being appreciated as one of the truly great thinkers
of the 20th century, partly because of his enornous influence in
the countries that have been struggling over the past decade to
throw off the heavy shackles of statism but al so because of the
remar kabl e scope of his interests and the great breadth of his
| earning. Few thinkers make original contributions to such
fields as intellectual history, political thought, economc
t heory, jurisprudence, and theoretical psychology. And fewer
still do that and also serve as inspirations to political |eaders
on several continents.

Much of Hayek's influence undoubtedly cane fromhis

intell ectual openness, and his willingness to be guided by reason
and experience. | renenber a | ecture he gave sone years ago when
he was still working on his |ast book, "The Fatal Conceit." A

guesti on was posed, and the question was not particularly
interesting, but his answer has stuck with nme all those years.

It had to do with a thorny problemin the phil osophy of the
person, what Kant called the transcendental unity of
apperception, how we can attribute all of the acts to one acting
and person. Hayek responded in his rather Anglo-Austrian accent,

he said, "Fromthe way you posed the question, | gather you
bel i eve"” such and such. And the questioner says, "Yes, that's
right." And he said, "|I also believed that for about 50 years,

but lately |I've been thinking about it and | believe it was a
fundanental m stake."

And that really inpressed nme. Mst of us get to about
t he age of 30, we know what we know and we're not going to change
our opinions after that. Here was a man in his eighties who
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t hought that he had held a view that was a fundanental error for
about 50 years, as he put it. He was always open to | earning and
to revising his views. And this intellectual attitude, which

gai ned himso nmuch influence, certainly characterized his
political philosophy.

As he noted in "The Constitution of Liberty," freedom
granted only when it is known beforehand that its effects wll be
beneficial is not freedom His very concept of freedominplied
an openness to novelty and to being shown to have been w ong.

Here to enlighten us about the |ife and work of one of
t he nost inportant thinkers of the past century is Al an
Ebenstein, the author of "Friedrich Hayek: A Biography.” Dr.
Ebenstein received his Ph.D. fromthe London School of Econom cs
and Political Science, and is the author or co-author of six
ot her books on the history of econom c and political thought,

i ncl udi ng a bi ography of the great econom st Edwi n Cannan.

Commenting will be Professor Jerry Miller, Professor of
Hi story at The Catholic University of Anerica here in Washington,
D.C., and author of "Adam Smith in H's Tine and Qurs,"” and Editor
of "Conservatism An Anthol ogy of Social and Political Thought,
fromDavid Hune to the Present.” And he has a new book that wll
be com ng out shortly, "The Mnd and the Market: Capitalismin
Moder n Eur opean Thought."

After Dr. Ebenstein's remarks and Professor Miuller's
comments, we will have an opportunity for sone questions and
interaction with our speakers, followed by a reception upstairs
in the Wnter Garden. So, Al an, would you pl ease enlighten us
about Hayek's life and thought?

(Appl ause.)

ALAN EBENSTEI N, AUTHOR
"FRI EDRI CH HAYEK: A Bl OCGRAPHY"

DR. EBENSTEIN. Thank you. |It's a great privilege to
be able to give a talk on Hayek at the Cato Institute on what
woul d be his 102nd birthday. The Hayek Auditoriumhere is
obvi ously named after Hayek. And Cato played an inportant role
in funding Hayek's later work through its provision to him of
adm ni strative support. One of Hayek's later letters was to Cato
President Ed Crane, in 1989, when he wote in response to Crane,
who had just presented a bust of Hayek in Mdscow, that he had
hardly lived to be able to experience this. That is, the decline
of Communi sm the collapse of Comunism Al so noting, "the
ultimate victory of our side.”

Hayek's views were as close to those at the Cato
Institute as of any think tank in the United States. This talk
tonight will consist |argely of a biographical presentation of
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Hayek's views. In addition, we are fortunate to have Professor
Jerry Mull er as a commenter.

Hayek energed fromthe mlieu of Austrian liberalism
during the | ast decades of the 19th century and first decades of
the 20th. Signal anong t hose who nost influenced himwere Karl
Menger, founder of what becane the Austrian School of Econom cs,
and Ludwi g von Mses, the key initiator of the socialist
cal cul ati on debate. Both Menger and M ses were staunch |iberals
in the 19th century, or perhaps Cato, neaning of the term
Hayek's main professor at the University of Vienna, Friedrich von
Weser was nore of a welfare state interventionist.

The conditions in Vienna following Wrld War |, when
Hayek becanme a student at the University, were grievous.
Inflation was out of control, the econony coll apsed, the
traditional social order had been ripped asunder. A conpletely
new society was in the making. |In these circunstances, it is
unsurprising that Hayek adopted, for a tinme as a young col | ege
student, somewhat mld socialist outlooks. He was experiencing
and t hought he would participate in the rational construction or
reconstruction of a new society. But then he canme in contact
with von Mses, and his entire outl ook changed.

Hayek liked to describe his first neeting with M ses
rat her hunorously. He came to Mses in 1921 with a letter of
i ntroduction from Weser, who described himas, "a prom sing
econom st." "Prom sing econom st?" Mses asked. "I've never
seen you at any of ny lectures.”

M ses was a short, burly man, given to occasi onal
t enperanental outbursts. He possessed a clear intellect,
however, and Hayek | earned nuch fromhim The work of M ses that
nost i nfluenced Hayek was M ses' "Socialism" which nade the
argunment not that sociali smwas ethically undesirable or norally
unattai nable, but that socialismliterally does not deliver the
goods. M ses' great acconplishnent was to turn the question of
socialismfroman ethical to a practical one. Not "Wuld
soci ali sm be desirabl e?" but "How would it work?"

So effective was M ses' argunent that even many
socialists admtted its power. Oscar Lang, a prom nent Polish
socialist, went so far as to say that, "A statue of Professor
M ses ought to occupy an honorable place in the Geat Hall of the
mnistry of socialization of the socialist state.”

in 1931, after 10 years of working for and with M ses,
Hayek went to the London School of Econom cs and Politi cal
Science, and it was here that his career bl ossoned and he gai ned
wor | dwi de renown. Probably the nost fanbus nane now associ at ed
wi th the London School of Econom cs during this period is Harold
Laski. And in considerable part, as a result of Laski's
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i nfluence, the LSE, as it is also known, gained a reputation as a
haven of socialist thought.

But there was another tradition at the London School of
Econom cs which can be traced to the first professor of econonics
there, Edwi n Cannan, one of the greatest scholars of Adam Smth
and a significant classical liberal in his ow right. There was
much in Cannan's thought that Hayek found congruent with his own,
particularly the slow, gradual transfornation of societies and
institutions. Hayek later ternmed this process "spontaneous
order," a concept he also found in the work of Karl Menger

Hayek's first work at the London School of Econom cs
was as an econonist. He was brought to the LSE by the then
| eading British classical |iberal econom st, Lionel Robbins,
Cannan's student and successor. Robbins was al nost exactly the
sanme age as Hayek. Together at the London School of Econom cs
during the 1930's, Robbins and Hayek | ed a sem nar that included
many of the emerging |leading lights in econom cs of the day,
i ncluding such diverse figures as John Hi cks, Arthur Lew s and
Ronal d Coase, all, with Hayek, future Nobel |aureates, and Arthur
Sel den.

John Kenneth Gal braith, incidentally, was also a
visitor in Hayek's sem nar for one year.

Hayek came to London as an opponent to John Maynard
Keynes, who had just published in 1930 "A Treati se on Mney."
Robbi ns, in fact, brought Hayek to the London School |argely for
t he purpose of serving as a counterweight to Keynes. Hayek wote
a blistering review of Keynes' "Treatise on Miney" that was
publ i shed simultaneously with Hayek's arrival in London. This is
six years before the General Theory. Keynes then wote an even
nore blistering reply to Hayek's review. Quote -- and this is
Keynes -- "Dr. Hayek's "Prices and Production' seens to nme to be
one of the nost frightful nuddles |I have ever read. It is an
extraordi nary exanple of how, starting with a m stake, a
renmor sel ess logician can end up in bedlam” They didn't m nce
t hei r words.

Not wi t hstandi ng this rather inauspicious start,
personal relations between Keynes and Hayek soon becane good,
t hough they never did agree on econom cs and, indeed, seemto
have agreed to avoid discussions of it. During World War 11
Hayek becane fairly close to Keynes when the London School of
Econom cs noved to Canbridge, where Keynes resided. And Hayek
and Keynes, during the War, woul d sonetines take turns together
at night watching for fires fromthe top of Kings College. And
one can only specul ate on the conversations they had.

Hayek' s great acconplishnment during the 1930's was to
enunci ate the idea of the Division of Know edge, which nmany Hayek
comment ators consider to be his greatest intellectual
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achievenent. This idea of the Division of Know edge occurred to
Hayek as he was reflecting on the socialist calculation debate in
whi ch M ses had been involved 10 to 15 years earlier

"There are many socialists,” Mses had witten, "who
have never cone to grips with the problens of econom cs. They
have criticized freely enough the econom c structure of free
soci ety, but have consistently neglected to apply to the
econonm cs of the disputed socialist state the sanme caustic
acunen. They invariably explain howin the cloud kookoo | ands of
their fancy, roast pigeons will in sone way fly into the nouths
of the conrades, but they omt to show howthis mracle is to
take place. How would a socialist society practically be
organi zed? It is not enough nerely to point to deficiencies
under capitalism™

Hayek's brilliant insight is that there is a D vision
of Know edge anong all the nenbers of a society. Know edge does
not exi st anywhere in a conpact, conplete whole. Rather,
know edge is fragnented. It exists in the mnds of all of the
menbers of a society.

Hayek' s i dea of the Division of Know edge is very
sinmple, but it is an idea that has potentially profound
consequences. Hayek thought that the Division of Know edge
precl udes the possibility of classical socialism of the central
managenent and direction of a nation's econony from one pl ace.
"The Division of Know edge,"” he thought, "requires capitalism
Only under a system whatever its other flaws, in which the
reality of divided know edge is accomopdated, is a materially
productive soci ety possible," Hayek believed.

Hayek described the essay in which he put forward the
i dea of the Division of Know edge, "Econom cs and Know edge, " as
the nost inportant of his career. Later in his life, he
sonetinmes said that he had nmade one discovery, and this discovery
was of the Division of Know edge and its consequences for
soci etal order.

| f know edge is divided, howis information
communi cat ed? Hayek's answer here, too, is brilliant. Hayek
believed that the price and profit system capitalism is
primarily a systemthat conveys information. Prices and profits
are information. Prices reflect the relative supply of and
demand for different goods.

M ses uses an excel |l ent exanple of how a building would
be built under a socialist systemto denponstrate the inportance
of prices. What type of wood should be used? Should bricks, or
concrete, or steel be used in construction? Wat should the
rel ati ve anounts of |abor and capital that go into construction
be?
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Wthout a price system none of these questions can be
answered in the nost cost-effective and rational manner.
Capitalism through utilizing prices and profits, has been
literally the only systemthat can deliver the goods in an
advanced technol ogi cal society. More than this, however, prices
require private property. Unless individuals have excl usive
control over property and the ability to exchange it on the terns
that they see fit, prices are inpossible.

This was the problemin the Soviet Union and ot her
command econom es during the 20th century. Wth no private
property there is no price, and without prices there cannot be
rati onal econom c cal culation. Moreover, profits are as
essential as prices to the capitalist order.

Later in his career, Hayek further explored the concept
of order w thout orderers, undirected order, or spontaneous
order. The role of the businessperson who nakes profits is
essential to the capitalist order. Wuo is the best person to be
entrusted with resources? In capitalism this question is
i deal |y answered by the individuals who make the nost profits,
that is, the individuals who use resources nost effectively.
Profits and prices convey i nformation. They are essential, Hayek
t hought, to a free nmarket order.

Wrld War 11, of course, affected events in England, as
the rest of the world, greatly, and focused Hayek's attention on
the political ramfications of socialism In his nost well-known
wor k, "The Road to Serfdom " published during Wrld VWar I1 in
Engl and, in March 1944, he now argued that not only is socialism
-- the collective managenent and control of a nation's econony --
unproductive, he argued that socialismis necessarily
undenocratic and dictatori al

"This is really the crux of the matter," he wote in
"The Road to Serfdom™" "Whoever controls all economic activity
controls the neans for all our ends. Economc control is not
merely control of a sector of human life, which can be separated
fromthe rest, it is the control of the neans for all our ends.
The control of the production of wealth is the control of human
life itself."

Hayek' s staunch defense of free narket capitalism was
hi ghl y unpopul ar when he put it forward. He was severely
criticized in the academc world for his views. He was thought
to be an obscurantist crank at best, or downright anti-denocratic
at worst. As a result of the popular success of "The Road to
Serfdom " Hayek nmade a |l ecture tour in Anerica regardi ng the book
during the spring of 1945, just as World War |1 in Europe was
comng to an end. During this American tour he came in contact
with the University of Chicago, which published "The Road to
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Serfdom' in the United States. Hayek |later canme to the
Uni versity of Chicago for a dozen years, from 1950 to 1962.

Here, he cane in contact with such great m nds as
Ml ton Friedman and ot her Chicago econom sts such as Frank Kni ght
and George Stigler. Hayek and Friednman are not as close as is
sonetimes thought, both philosophically and personally. Hayek
was on the Commttee on Social Thought at the University of
Chi cago, and Friednan was in the Econom cs Departnent. Friedman
participated in Hayek's semnar in the Conmttee on Soci al
Thought, however, and Friedman credits Hayek's semnar with
havi ng exerted a significant positive influence on him

Anot her great mind with whom Hayek was in contact
during these years was the phil osopher Karl Popper. Like Hayek,
from Vienna, and also |ike Hayek, who wind up teaching at the

London School of Economics. It was one of the characteristics of
Hayek's m nd, though, that he nore devel oped his own thought than
that he took fromthe thought of others -- a topic which

Prof essor Muell er may discuss in nore depth.

The great work of Hayek's Chi cago period was "The
Constitution of Liberty." Here, Hayek attenpted to expand sone
of the thoughts on the Division of Know edge that he had
devel oped in econonmic theory, and apply themto all of societal
life. Hayek believed that liberty is the supremacy of law. To
sone, this may sound a very distinct conception of liberty,
because liberty during the 20th century was nore often consi dered
to be either the absence of |law, constraints, or a certain
mat eri al standard of living. How can liberty be the supremacy of
| aw?

Follow ng fromhis work in the Division of Know edge,
Hayek postulated that it is law -- rules -- that all ow people to
interact nore or less effectively. The better or worse the | aws
or rules in a society are, the nore or |ess effectively
individuals will interact. The rules that Hayek saw as crucia
to a materially productive society are the rules that sustain and
create a free market: private property, contract, profit, freely
fluctuating prices, a stable currency, |limted governnent
intrusion in and i nvolvenment with individuals' lives. Al of
t hese he saw as essential at a tine when explicit and enphatic
belief in a free market was often ridicul ed, when not subjected
to |l esser fornms of criticism

Hayek had two great works in himafter "The
Constitution of Liberty" was published in 1960. 1In 1962, he and
his second wi fe noved back to Europe, to Freiberg, in then West
Germany. Primarily here, Hayek wrote "Law, Legislation and
Li berty," which, because of illness, was not published until the
1970's. In "Law, Legislation and Liberty," Hayek expl ored
further the relationship between liberty and law. Particularly
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inits crucial first volune, "Rules and Order," he devel oped the
i nsights that had guided hi mthroughout his earlier career. He
expanded the idea of lawto not just the legal statutes of a
society, but its custons and norals.

Hayek was appalled by the protest and revolts anpong the
young during the 1960's. He feared that socialism in idea and
practice, would triunph over the free market. Particularly as
inflation ignited throughout the Western world during the late
1960's and early 1970's, as the Anmerican position in the world
di m ni shed, and as the influence of the Soviet Union expanded, he
feared that the prospects for freedomwere as inperiled as they
had been at any tine since Wrld War 11

In 1974, nost unexpectedly, Hayek was co-recipient of
t he Nobel Prize in Econom c Sciences, with Swedish socialist
Gunnar Myrdal. The award of the Nobel Prize in Economcs to
Hayek -- a Nobel in econonics had been instituted only in 1969,
and Hayek was the first free nmarket econom st to receive the
award -- was the great rejuvenating event for him He now becane
not merely the best-selling author of a popular work three
decades before, "The Road to Serfdom" but the first free market
econom st to win a Nobel

As a result of the greater popular renown that the
Nobel Prize garnered Hayek, he once again began to be referred to
in the popular press, particularly in England. Hayek's greatest
| ater renowmn was in England where, during the 1980's, Prine
M ni ster Margaret Thatcher identified himas her primary
phi | osophical inspirer. Mich of the advice that Hayek put
forward over the course of his career was particularly applicable
to Geat Britain, particularly in the area of the
de-nationalization of industry.

During the late 1970's and through the 1980's,
particularly during the tinme of the Thatcher governnment in G eat
Britain and the Reagan adm nistration in the United States, the
i dea began to energe that Hayek was not just a great politica
thinker for a point in time, but a great political thinker for
all time. His contributions in the areas of the Division of
Know edge, of the essential role of prices, profits, private
property and contract to a market order, and of the relationship
anong law, liberty, custons and norals began to be recogni zed as
per manent contributions to Western political order and thought.
He had been right about Keynes and the welfare state all al ong.
And now, with the decline of Conmmuni sm and socialismthroughout
the world during the 1980's, he cane to be recognized as the
great anti-Marx, the thinker who enunciated the contours of a new
free market order in the same way that Marx phil osophically
enunci ated the idea of a Comruni st systemthat had such
perni ci ous consequences during the 20th century.
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Hayek's final work was "The Fatal Conceit." |n 1978,
he conceived the idea of organizing a debate on the question,
"Was socialisma mstake?" As earlier and el sewhere during his
career, Hayek attenpted to nove a question fromthe real m of
ethics to that of facts. He sought to organize teans on both
si des of the proposed debate topic for a great public discussion
in Paris.

Hayek's proposed debate did not cone off. However, he
wote a work that was originally intended to be a challenge to
debate, "The Fatal Conceit," subtitled "The Errors of Socialism"
in which he attenpted to bring his life's work to a concl usi on.
The insight that he originally devel oped through the sociali st
cal cul ati on debate, that know edge is divided and that prices and
profits guide production, he now attenpted to apply to society as
a whole and its entire conplex of rules, |aws, custonms, norals
and manners.

Now, Hayek argued, there is essentially a Darw ni an
struggl e anong conpl exes of rules, |laws, custons and norals, and
the societies that have the nost materially productive conpl exes
of rules will prevail in the end. After several years of
illness, Hayek died in March 1992, |ess than two nonths shy of
his 93rd birthday. Father Johan Schossing said in his homly
t hat Hayek "was one | ooking for solutions to the great problens
of mankind. He tried to find an answer. He was hinself
convinced that his answers were nerely a piece within a | arger
nosai c. "

As earlier noted, though ill, Hayek was well aware when
the Berlin Wall fell and Communi smin the Soviet Union collapsed.
These events have seened to justify his life' s purpose and
message: Wthin the field of human society, there can be no
freedom unl ess individual s possess substantial liberty to live
their lives, including their material |ives, substantially as
t hey wish. As Hayek concluded in "The Road to Serfdont al nost a
hal f century before his dem se, "A policy of freedomfor the
i ndividual is the only truly progressive policy."

The idea that individuals my be made better than they
are through conmpulsion is false. As Hayek said so well in "The
Constitution of Liberty": Liberty is an opportunity for doing
good. W praise or blane only when a person has the opportunity
to choose.

Near the end of "The Road to Serfdom " he said al ong
the sane line, on the proper field of norals, individual conduct,
that "issues in this field have becone so confused that it is
necessary to go back to fundanentals. What our generation is in
danger of forgetting is not only that norals are of necessity a
phenonenon of individual conduct, but that they can exist only in
the sphere in which the individual is free to decide for hinself.
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The nenbers of a society who in all respects are nade to do the
good thing have not title to praise. In order to be noral,

i ndi vi dual s shoul d have the opportunity to choose the right thing
to do."

Econom st and political philosopher though he was,
Hayek was also ultimately a noralist. Hi s foundational
assunptions included that if individuals are given freedom they
will choose to do the right things and that collectivist coercion
steals from humans what nekes us human -- free will. The theory
of |ibertariani smhas been nmuch encouraged and nouri shed by
Hayek. Literally scores, if not hundreds and perhaps even
t housands, of promi nent and influential policymakers, journalists
and academ cs have testified as to the great and benefici al
i nfl uence that Hayek has had on them

Hayek foresaw a society in which coercive governnent
woul d play a nuch smaller role than it now does. He foresaw a
society that, in practical terns, the role of governnent would be
cut perhaps by as nuch as two-thirds or so fromits current |evel
at all levels of governnment as a first step. He foresaw a
society in which governnent regul ation would be nmuch | ess at al
| evel s of government than it nowis. He foresaw a society in
whi ch individuals would be able to live in and participate in
creating the comunities they w sh.

He was ultimately a Utopi an phil osopher. He wote in
1949 that "we nust meke the building of a free society once nore
an intellectual adventure, a deed of courage. Wat we lack is a
liberal Uopia, atruly liberal radicalism"”

Practical ram fications of Hayek's ideas are expl ored
in such institutes as Cato. In addition to the phil osophi cal
i deas that thinkers such as Hayek enunciate, it is vital that
t hese ideas are clothed in the garb of public policy.

In "The Fatal Conceit," his final work, Hayek nost
attenpted to explore the evolution of societies. He wote here
that "the main point of ny argunent is that the conflict between,
on one hand, advocates of the spontaneous extended hunman order
created by a conpetitive nmarket, and on the other hand those who
demand a deli berate arrangenment of human interaction by centra
authority based on collective cormmand over avail abl e resources,
is due to a factual error by the latter, about how know edge of
t hese resources is and can be generated and utilized."

Hayek wote in "The Mral |nperative of the Market,"
perhaps the |l ast publication that he hinself saw through to
print, that "in 1936 | suddenly saw that my previous work in
di fferent branches of econom cs had a comon root. This insight
was that the price systemwas really an instrunent which enabl ed
mllions of people to adjust their efforts to events, demands and
conditions of which they had no direct, concrete know edge. It
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took me a long time to devel op what is basically a sinple idea.
| gradually found that the whol e econom c order rested on the
fact that by using prices as guides, or as signals, we were |ed
to serve the demands and enlist the powers and capacities of
peopl e whom knew not hing. Basically, the insight that prices
were signals becane the | eading idea behind ny work."

To convince | eaders of public opinion of this idea
becanme Hayek's chief task. The theory of capitalismis that
individuals are nore likely to serve the needs of others if they
follow the inpersonal rules of the market than if they attenpt
i ndividually and specifically to do good. Hayekian capitalismis
thus, ultimately, a noral creed. Thank you.

(Appl ause.)

JERRY Z. MJULLER, PROFESSOR OF HI STORY
CATHCLI C UNI VERSI TY,
AUTHOR, ADAM SM TH IN H' S TI ME AND OURS

DR. MIULLER Al an Ebenstein, in his talk this evening,
has offered us a rather unbl em shed portrait of Hayek. That's in
keeping with the affirmative portrait of Hayek's thought in his
book. | don't mean to suggest that the book is entirely
uncritical of Hayek as a person or as a thinker, but except for
sone reservations about Hayek's nonetary theory there is little
criticismof Hayek's thought, especially of his social and
political thought. So, this evening, speaking in the Hayek
Auditoriumat an institution which regards Hayek as an icon,
Ebenstein has said little to rattle the faithful by calling into
guestion the adequacy of Hayek's accounts.

That, therefore, is what I want to do by suggesting
that Hayek had the clear and piercing vision of the one-eyed man.
Li ke many thinkers who fornmulate their views primarily in
response to one or another |oom ng foe, Hayek's work has a
tendency to one-si dedness and exaggeration. That's why his work
needs to be assimlated critically rather than ideologically.

| ndeed, Hayek's very real and sonetines brilliant
i nsights have a tendency to ideol ogical deformation. By an
i deol ogi st, | nean soneone who always tells his enem es why they
are wong, and his friends why they are right. 1'll contrast
that to a different nodel of the intellectual, the one enbodied
in various ways by David Hume, Adam Smith, Matthew Arnold. In
their conception, part of the intellectual's task is to tell his
friends why they are m staken, or one-sided, and to encourage
themto see that there is nore to be |earned fromtheir
adversaries than they are want to believe.

First then, briefly, to the question of what Hayek saw,
often with great clarity, often wwth greater clarity than al nost
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any of his contenporaries. 1In the 1930's and the early 1940's,
he saw that the political programof trying to shape the econony
to preserve the status and way of life of any group in society
was a recipe for econom c stagnation and cultural parochialism
That was especially the case when it cane to defending the
cultural or ethnic majority against challenges from nore dynamc
mnorities.

That, | would argue, was the | esson he |learned fromhis
experience in inter-war Austria, where the najor parties of the
right were all commtted to protecting the well -being of what
they called the German Aryans, at the expense of Jews and Sl avs.
That was the origin of Hayek's insight: that the state in a
i beral capitalist society could not enbody the ideals of
particular cultural communities, an insight which eventually |ed
to his critique of the very notion of social justice on the
grounds that it presupposed a common set of values that sinply
didn't exist in a liberal capitalist society.

It is worth recalling, perhaps, that his insight into
the fact that a liberal society was based on a relatively thin
cultural consensus energed not fromhis critique of socialism
but fromhis critique of radical nationalismand fascism That
was the first faux that led himto fornulate his thought.

Hi s second big insight was first articulated in
response to the socialist project of a fully planned econony.
One finds that adunbrated in the volune of essays that he edited
in 1935 on socialist economc planning. There, and in many
subsequent works, as Al an Ebenstein has noted, he explored the
reasons why a rational econony, w thout private property and the
profit notive, was a contradiction in terns, because it |acked
incentives to convey information and to devel op new know edge.
That insight was anply confirnmed in the subsequent history of the
Sovi et Bl oc.

Later, Hayek saw the intrinsic weaknesses of the

wel fare state, at a tinme when few others did. | say intrinsic
weaknesses, which is quite different fromfatal flaws. He warned
of the dangers in the dynam c of a denocratic welfare state. 1In

particul ar, he predicted that powerful unions, devoted to raising
the prices of wages, conbined with governnents commtted to
keepi ng unenpl oynent |l ow, would lead to a spiral of wages and
prices that would get out of control.

"The present position of the unions cannot |ast,"” he
wote in 1960, "for they can function only in a nmarket econony,
whi ch they are doing their best to destroy."” That spiral, which
was very hard to see in the late 1950's when he wote "The
Constitution of Liberty," picked up steamin the 1960's and
surged upward in the 1970's, leading ultimately to the rise of
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political leaders willing to swallow the pai nful medicine which
Hayek had prescri bed.

Three big insights, then. Very inpressive, you m ght
say. And you would be right. But we ought not to be so blinded
by Hayek's brilliance to |lose sight of his limtations. Hayek's
vi sion was intense because he had a propensity to tunnel vision
He m ssed a good deal because his focus was so narrow and
i deol ogi cal

Take, for exanple, his favorite notion of spontaneous
order. Hayek asserted that capitalist society was best
understood as an exanpl e of what he call ed spontaneous order. By
that, he neant two things, which he tended to conflate with one
anot her, but which are actually quite distinct. He thought of
the market order as spontaneous in that it coordi nated human
pur poses by appealing to existing notives of self-interest,
rather than by trying to coordinate activity through deliberate
pl anni ng.

By a spontaneous order Hayek al so nmeant sonething el se:
that the market order had come about not in a planned, deliberate
fashion to conformto a particular set of ideals. |t had
devel oped spont aneously over tinme through a process of trial and
error, and had been retained because it was found to be useful to

a wide range of individuals. In that sense, Hayek thought, the
mar ket order had devel oped and was still devel oping by a process
of cultural evolution. It was a set of institutions which had

nei t her been created intentionally, nor could they be
reconfigured to conformto any ideal.

Now, this was a brilliant half-truth. Wat Hayek
passed over was the fact that in nost places in the world, the
mar ket econony had been deliberately introduced, often by rulers
seeking to increase the wealth of the nation. That was as true
inlate 18th century Wirtenberg as in md-19th century Japan or
inlate 20th century China. And even in Geat Britain, the
devel opnent of a |iberal market econony was a process which m ght
have begun i n an unpl anned fashion, but which was pronoted by the
deli berate action and rational analysis of intellectuals Iike
Davi d Hume and Adam Smit h.

Here, Hayek's tendency to exaggerate his own insights
led himinto self-contradiction. H's enphasis on the limts of
human know edge led himto a distrust of all rational
institutional design. But this was at odds with his own
suggestions for institutional reform which were based upon a
rati onal analysis of the mal functions of contenporary denocratic
institutions. Hayek's antagonismto hubristic planning, what he
called the error of constructivism made it inpossible for himto
make a principled argunent for the sort of pieceneal social
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engi neering, which, as his friend Karl Popper recognized, was
bot h possible and desirable in a |liberal society.

Hayek' s opposition to the use of governnent to enshrine
any single culture led himto deny that there could be any shared
cultural standards for the sake of which the market m ght be
restrained. As a result, he had no criteria by which to eval uate
the negative effects of the market, or to suggest a principled
reason to try to renedy them Here, he proved far nore
one-sided, far nore one-eyed, far nore ideological, than his
predecessor Adam Sm th

Smth devoted substantial parts of "The Walth of
Nati ons” to pointing out the negative effects of even a
wel | - functioning market, and to suggesting renedies for them
Thi nk, for exanple, of his fanmous description of the negative
effects of the division of |abor on many workers. This is a
guote from"The Walth of Nations"

"The man whose whole life is spent performng a few
si npl e operations has no occasion to exert his understanding. He
naturally | oses, therefore, the habit of such exertion and
general ly becones as stupid and ignhorant as it is possible for a
human creature to becone. The torpor of his mnd renders hi mnot
only incapable of relishing or bearing part in any conversation,
but of conceiving any generous, noble or tender sentinment, and
consequently of form ng any judgnent concerning even many of the
ordinary duties of private life.

"OF the great and extensive interests of his country,
he is altogether incapable of judging. H's dexterity at his own
particul ar trades seens, in this manner, to be acquired at the
expense of his intellectual, social and martial virtues. But in

every inproved and civilized society" -- in what we would call a
capitalist society -- "this is the state into which the | aboring
poor, that is, the great body of the people, nust necessarily
fall, unless governnent takes sone pains to prevent it."

One can, | believe, read through the 20 vol unes of

Hayek's col | ected works and never conme up with a simlar passage.
He was so commtted to defending the market fromits opponents
that he never stopped to consider that perhaps it was the
responsibility of those who defend the narket to point out its
shortcomngs, its limtations, and to try to devel op renedies.
It's not that Hayek's thought about the role of markets, of
initiative, of experinmentation and entrepreneurship is
intrinsically at odds with recogni zing the unintended but

antici patabl e negative effects of the market. The fact that
Hayek never did so, inheres not in his analysis but in his
one-si dedness, in what | have called the ideological cast of his
t hought .
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One can certainly believe that there are negative
effects of the market and yet come up with solutions which are
conpati ble with Hayek's description of a liberal society. Hayek,
for exanple, held no belief for the notion of tineless property
rights that existed in sone purported state of nature. He
regarded property rights as a historical creation, and he
recogni zed that changi ng soci al and technol ogi cal circunstances
woul d demand a redefinition of property rights fromtinme to tine.

Today, this is a nodel that's appropriate, for exanple,
in dealing with questions of environnmental pollution. There is a
need to redefine property rights in a way that, as econom sts
say, internalizes externalities. That is, it nakes the owners
and users of property pay for the danage they do to third
parties. Simlarly, |egislation that nmakes busi nesses pay for
t he danage that they do to the bodies of their enpl oyees by
i gnoring ergonom c considerations is in keeping with Hayek's
t hought when it's divorced fromthe ideol ogical cast of his m nd.

The contrast between Adam Smith and Hayek calls to m nd
anot her problemin Hayek's work: his tendency -- and this cones
out in Alan Ebenstein's work -- his tendency to take from ot her
t hi nkers only what Hayek hinself already believed. Ebenstein
t ouches upon Hayek's unwillingness to confront criticismof his
t hought. The problem 1 suggest, goes even further. Hayek
| ooked deep into the intellectual history of the Wst, but al
that he found there was his own reflection. Wether witing
about Mandeville, Hume, Smth, or Burke, what interested Hayek
was the extent to which past thinkers anticipated his own
insights. The cost of this was that Hayek rarely drew upon the
great thinkers of the past to challenge his own assunptions and
perhaps to correct his one-sidedness.

Anot her | ament abl e propensity of ideol ogical thought
whi ch one finds in Hayek is the tendency to cast all choices in
terms of polar opposites. One sees this in the quotation from
"The Fatal Conceit"” cited by M. Ebenstein, in which Hayek
describes the conflict between the advocates of "the spontaneous
order created by a conpetitive market" versus "those who demand a
del i berate arrangenent of human interaction by central authority
based on coll ective conmand over avail able resources.”

But is the unrestrained narket really the only
alternative to a centrally planned and owned econony? Surely
not. But Hayek's rhetoric nakes us forget that one can have a
mar ket - based econony, restrained and influenced by considerations
of public policy, arrived at through rational analysis. Those
who have never been exposed to Hayek's mgjor insights will find
t henmsel ves intellectually enriched by doing so. But those who
have been struck by his brilliance should not be blinded to his
[imtations as a thinker. Wenever the market needs defending
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against its enem es, Hayek's work will be indispensable. But it
wll be I ess useful on those occasi ons when society requires
def ense agai nst the market.

Thank you.

(Appl ause.)

MR. PALMER: Thank you very nuch, both of our speakers.
We have an opportunity for sone questions to be posed to either
or both of our speakers. There's a mcrophone in the back. |If
you woul d rai se your hand if you want to ask a question, and
pl ease identify yourself. Please wait, also, for the m crophone
to reach you. Right here, sir.

MR. O CONNELL: [|'mJeffrey O Connell, fromthe
University of Virginia Law School

| haven't finished your book, but I"'mrichly rewarded
by reading it. | note, though, that | don't see in the index
anyt hi ng under religion, and | wonder about Hayek's religion.

Was he raised a Catholic in Austria? And what was his religion
through his life? And what, if anything, was the influence of
religion in his life?

DR. EBENSTEIN. Hayek was born a Roman Cat holic, but
his parents were not religious. H's father was a botani st and
Darwi nian in his phil osophical perspective. H s grandfather also
had simlar views. Hayek comrents in interviews that he was
raised in an essentially unreligious atnosphere, although he was
formally Roman Catholic. He considered hinself to be an agnostic
t hroughout life, fromthe age of a young teenager.

It's sonmething that he said in a later interview that
he rarely discussed religion -- this is alnbst an exact quote --
he rarely discussed religion because it was sonething that was
bound to be controversial and he didn't want to upset people
unnecessarily. That wasn't his focus. He sinply said he didn't
have the "ear" for religion. So, those would be some comments.

MR. PALMER  Right here.

QUESTION: Was there any interaction between Hayek and
M chael Qakeshott, particularly during the --

DR. EBENSTEIN: Very limted. Oakeshott succeeded Lake
in the Departnent of Government at the London School of
Economi cs, and Laski died just as Hayek was | eavi ng London in
1950. So, they were not coll eagues at the London School. Hayek
refers to Cakeshott a couple of tinmes in "Law, Legislation, and

Li berty," and el sewhere. In his oral teaching Oakeshott refers
to nonocracy, which Hayek thought was simlar to sonme of his
ideas on law. So, | think that there was not a personal

relationship nor was there a strong intellectual relationship.
Cakeshott may have gone to one regional neeting of the Mont
Pel erin Society, but they did not have nmuch interaction.

ARTI Transcripts
(202) 347-0030 and wwwe.artitranscripts.com



18

DR. MIULER I'msure that Dr. Ebenstein is right about
the personal interaction. That having been said, there are very
inmportant intellectual affinities and cross-influences between
them |In fact, the notion that Gakeshott -- in two very
i nportant senses. First of all, both of them enphasized what you
m ght call epistenol ogi cal nodesty. That is, an enphasis on how
much one could know and on how nmuch of what one does know one
could articulate. That was a common thenme in both of them

And then, Al an Ebenstein alluded to this, but for those

of you who are interested, you mght want to followit up, in
OCakeshott's later work, he made this distinction between civil
associ ations and enterprise associations. GCivil associations
wer e associ ati ons where peopl e associ at ed because t hey want ed
some commobn neans, not because they had a common pur pose.
Whereas, enterprise associations are associations in which they
enter into because of a conmon purpose. And it was Oakeshott's
contention that the nodern |iberal state ought to be understood
as a civil association, not as an enterprise association.

Well, that's very close to Hayek's notion of the nodern
state as a piece of, as he put it, utilitarian machinery with a
shared set of |aws, the purpose of which is not to fulfill sone
common shared aim but to nmake it possible for groups within
society to fulfill a wide range of ainms. So, there's a |ot of
intellectual cross-fertilization without, | think, nmuch personal
interaction or even without nmuch nutual citation. But these
t hi ngs happen.

MR. PALMER: | renenber Cakeshott wote a review of
"The Road to Serfdom" in which he largely endorsed the outcone
as critical of socialism but he criticized Hayek, as | recall,
for having been too systematic in his critique of the attenpt to
i npose a systemon society. | never quite understood Cakeshott's
poi nt, but OGakeshott was nore critical of systematization per se.
And he thought a systematic critique of systematization should
criticize itself, in effect.

MALE VOCE: 1'd like to pose a question, take a quick
prerogative, for either of our speakers, although it was
occasi oned by Jerry's exhortation to be critical when thinking
about Hayek. One of the things that | always found appealing
about himwas he was not a cheerleader for capitalismin the
usual sense of the term And there are two passages that cone to
mnd in this context. One is in "The Constitution of Liberty,"
where he says that people who live in a free society won't al ways
be happy in the usual sense of the term They will necessarily
be di scontented. They may be w ser but al ways sadder, because we
al ways learn the limts of our own know edge, and we won't have
t he ki nd of happiness that is promsed to us by Utopian thinkers
generally. It's a state of constantly striving for sonething
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that you can't have. And he said that the point of it is it's
the notion, the getting, not the having, that matters.

And secondarily, in his |last book, he had a passage
about social justice. And he seened to inply that we're always
dooned to be unhappy in a free society because it wll seem
unfair. W growup in famlies where we |earn about fairness,
because of the way you are raised in a famly. Then we go out
into the great society and we find it's profoundly unfair.
Sonetinmes people get nore noney than | do, even though they
didn't work harder. Donald Trunp works harder than | do, |'m
sure, but | don't think he works a mllion tinmes harder than
do.

(Laughter.)

MR. PALMER: And if that were the rule in your famly,
that the children all do their chores but one child gets a
mllion times as nuch as the other child even though they worked
about the sanme, that would be profoundly unfair. But it isn't
unfair in the market. And he said we're dooned to live in two
orders at the sanme tine: the small order of the family in the
intinmate group, and then we go out into the great order. And
that struck nme as a nore sophisticated nuanced critical approach
to capitalismthan you would find in sonmeone |i ke Ayn Rand, for
exanpl e, who was nuch nore of a cheerleader just all the way.

So, if you could coorment on that el enment of Hayek's thought.

DR. MULLER Al an, do you want to go first?

DR. EBENSTEIN:. Sure. | think that the question of
ultimate good is one that Hayek doesn't really address. 1In "The
Fatal Conceit,"” his ultimate justification is sonething along the
lines that Iife has no purpose but itself, and that the virtue of
the market order is that it makes |ife nore abundant and nore
flourishing. And that's really all that can be said for it. And
wi t hout any religious or supernal outlook, that was nore or |ess
all he could get to.

And so | think that there are aspects -- | think that
there's certainly an el enent in Hayek's thought that is somewhat
pessimstic. But at the sane tinme, | think that there are also

strands within his thought that are rather optimstic and that
speak of that it's using the gifts of our intelligence, that
we're as happy as we can be, and that a productive society is
certainly happier than an unproductive society. And that, as he
al so says in "The Constitution of Liberty,” we may not be able to
justify the fruits of capitalist civilization in sonme ultimte
sense, but what we can say is that al nbst every people in the
wor |l d who have had the opportunity to choose the fruits of
capitalist civilization have chosen it. So, | think that those
woul d be sonme stream of consci ousness.
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DR. MULLER  Well, on your two points. First of all,
about the latter point. Hayek stressed -- he adunbrated this in
"The Constitution of Liberty,"” but he pointed it out especially
in the volunme of "Law, Legislation and Liberty," called "The
M rage of Social Justice" -- that he thought it was a great
m st ake of market-oriented conservatives to defend the market on
t he grounds that the market rewards virtue or nmerit. He pointed
out that this is very obviously fallacious, that nmany people who
do well in the market are neither virtuous nor neritorious. All
they are, he pointed out, is people where the relationship
bet ween the supply of what they have to offer and the effective
demand is such that they get a | ot of noney.

He called it the jazz star, but being a central
Eur opean, he really had no idea what jazz was -- he really nmeant
like a rock star, versus a teacher. He said it's not that what
the rock star does is nore virtuous or neritorious than what the

teacher does. |It's sinply that there are a | ot nore people
willing to pay noney to hear that particular rock star than are
willing to pay to hear any particular teacher. So, that's

somet hi ng where you are right in the sense that Hayek wasn't

al ways a cheerleader. He could point to sonme of the people on
his own side about why they had better nake better argunents than
t hey were nmaking.

The ot her question you raised was about happi ness and a
mar ket society, that's a nuch tougher question. Oten, or at
times at least, the vision that one gets in Hayek -- and he says
this explicitly in some of his |ater works -- is that one of the
things that market conpetition does is it forces us to work
harder, be nore efficient, and concentrate nore on our work.

Well, there are other things in |ife besides work and putting
nore and nore of your nmental energy into work in ternms of
remai ni ng conpetitive in the market. And so one could see it as
a kind of doonsday scenario, a kind of re-description of the
Mar xi st notion of alienated |abor, that market conpetition forces
us into a continuous process of alienated | abor.

| actually think there are better argunents for the
mar ket than that, but that was indeed Hayek's argunment. And it
comes fromthe fact that, as we have both alluded to, he has no
real positive vision of the human good. O, to put it another
way, he was so convinced of the evils that had resulted in trying
to coerce people into a particular conception of the good, in
both fasci smand communi sm that he gave up any kind of normative
criterion. \Which, again, is why, unlike Adam Smth or others --
people that | think are nore balanced intellectuals, even if they
are defenders of the market or especially when they are defenders
of the market -- he had no notion of why you m ght want to
restrict the market in the interests of the hunman good.
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DR. EBENSTEIN. Just one further point on that.
t hi nk Hayek was an indirect utilitarian in that sone of his
t hought was along the lines that although the nmarket doesn't work
in every case -- and he fully acknow edged that the market does
not work in every case -- that overall it works better than any
other system And so | agree that | think he did not believe
that the market always works or it always has the nobst just
outcones. It's sinply that it seens to be the system which works
the best. And that was as good a justification as he could cone
up with.

MR. PALMER: Yes, in the back

MR SMTH R J. Smith, Conpetitive Enterprise
I nstitute.

| would like to conment on Jerry Miuller's mentioning
that private property rights mght have to be changed in order to
internalize environnental externalities. | would argue that it
is just the opposite: that private property rights thensel ves
are the major way of internalizing environnental externalities if
they are protected and enforced. | nean, the whole problemwe
have seen in Anerica over 200 years is the refusal of the courts
to protect private property rights from environnental damages and
to protect themfromtrespass and to protect themfrom harm
There is exanple after exanple, starting with ~___and the
transformati on of Anmerican | aw.

VWhen the first mll towns canme into New Engl and,
initially, the court said, yes, there was harmto individual
property rights’ owners who had the water rights. But then,
under pressure from State | egi sl atures and Chanbers of Commerce
and so on, they wanted to see rapid economc growh, so they
devel oped utilitarian argunents to say that we couldn't |et
sel fish individual property rights stand in the way of progress
and growt h.

The sane happened with the court cases on air
pollution. The sane thing happened when the New York Central
Rai | road burned down Rochester. The New York Suprene Court said,
yes, the railroad is responsible but we won't find themliable
because it would cost too nuch. And we've done this over and
over and over. It hasn’t been that property rights haven't
worked; it is that the governnent has not enforced the rul es of
t he ganme effectively.

DR. MULLER: This may be a di sagreenent wi thout a
difference. | amnot sure that we radically disagree on this,
that in some sense property rights have to be defined in such a
way that corporations or individuals who do damage pay for it or
are held responsible for it. M only point was -- it's not a
small point -- ny only point was that Hayek in fact endorses this
in theory. He says that property rights have to be redefined
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over tinme in keeping with changi ng social and technol ogi cal
needs.

So, we may disagree as to details, and |'msure you're
infinitely nore knowl edgeable than | amas to details, but I
don't think in principle we disagree that the issue of pollution,
of third party harm is a real one. |It's not a fake one in the
way that some cheerleaders of the market tend to argue. And
there are certainly market-conpatible ways of dealing with it.

MR. PALMER:. On the right back here?

QUESTION: Did Hayek late in his |life coment on Raw s’
Theory of Justice or pay nmuch attention to that whole literature
t hat devel oped around it? Did he attenpt to critique it, or was
he just at that point in his life not focusing on that area of
phi | osophy?

DR. EBENSTEIN. Hayek had very interesting coments on
John Rawl s, aut hor of "The Theory of Justice." Oiginally, in
"Law, Legislation and Liberty," Hayek took a relatively positive
stance toward sonme of the articles that preceded the "Theory of
Justice"” on the grounds that Raw s seened to define justice nore
in procedural terns than in outcones. At |least, this was Hayek's
earlier interpretation of Raw s.

And as Hayek said at one point in "Law, Legislation and
Li berty,"” that is exactly what he was trying to do, not to get to
specific outcones, but to see that there are rules established
whi ch then, whatever the outcomes are, are fair. But later, in
"The Fatal Conceit,"” he retracted that position and he said that
there's just too nmuch egalitarianismin Raws, really, to sustain
that position, and that he was, as Professor Muller said, trying
to read sonething into Raw s that wasn't there -- this enphasis
on Hayeki an procedural justice. So, he was originally
one-sidedly trying to find what he could in Raw s, but then he
| ater canme to the conclusion that Raw s' enphasis was sinply too
egalitarian to be consistent with his own conception of justice.

QUESTION:  I'mjust wondering if Hayek had a
relationship with Schunpeter and, if so, what was that
rel ationship?

DR. EBENSTEIN: They actually had a persona
rel ati onship. Schunpeter was actually a student of Hayek's
grandf at her, who was an econom st, and was in that small mlieu
of Viennese econonm sts. And when Hayek went to the United
States, in fact, in the early 1920's for a year as a postgraduate
student, Schunpeter wote a letter on his behalf to Anerican
econom sts whom he knew. So, they had a good personal
rel ati onshi p, and Hayek was once asked if he could spend a night
wi th anyone again, who would he choose? And he said Keynes and
Schunpeter. So, they had a good personal relationship.

ARTI Transcripts
(202) 347-0030 and wwwe.artitranscripts.com



23

From a nore econom ¢ perspective, Hayek did not agree

wth the viewthat -- what did he say -- it was sonething al ong
the lines that capitalismis dooned by its success -- or
sonet hing along those lines. So, | think that, simlar to his

intellectual relationship with Keynes, his academ c rel ati onship
was not as strong. But perhaps you could amplify?

DR. MULLER | think that one of the things that has
been mi ssed out in much of the Hayek schol arship is how deeply
and indelibly Hayek was inpressed by Schunpeter, especially
Schunpeter's notion of the entrepreneur, and of creative
i ndividuals and creative mnorities, as those who di scover new
ways of doing things and who are really the notive force in the
dynam c elenents of capitalism That was a thene that was very
central to Hayek's political and social thought, as well.

It comes in part from other Viennese econom sts other
t han Schunpeter. One finds it to sone extent in Weser, for
exanple. But it is, above all, Schunpeter who articulated it.
And al t hough Hayek rarely cites Schunpeter, that Schunpeterian
i dea of creative dynami c individuals and creative and resourcef ul
groups in society, including ethnic mnorities in society, is a
theme that was really very central, | think, for Hayek's soci al
and econom ¢ thought.

MR. PALMER W actually have tine for about two nore
gquestions. Right here?

MR. CH SHOLM John Chisholm from Menl o Park,

Cal i forni a.

It seens that Hayek wasn't particularly quantitative.
Tell me if that's not correct. And are there quantitative
econom sts who have carried his ideas forward?

DR. EBENSTEIN. | don't really think so. | think that
Hayek was really nore of a philosopher, if a philosopher is
soneone who uses | anguage, as opposed to an economst, if an
econom st i s someone who uses nunbers. And | think that Hayek's
contributions are considered by econom sts particularly to be in
the area of econom c phil osophy as opposed to mai nstream
Sanuel soni an econom c theory. So, | think that it's a different
approach, and whet her nodern econom cs has gone in the right or
the wong direction is a different question. But | think that it
is a different approach than that of nodern econom cs.

DR. MIULLER  There is a reason why Hayek wasn't a

mat hemat i cal econom st and why mat hemati cal econom sts -- which
is to say, nost institutionalized econom sts and universities
today -- can't find a role for his thought, even if sonme of them

agree with it in principle. And that is that Hayek's enphasis
was that in a great society or an open society or free society,
it's a society that |eaves a great deal of room for innovation,
for people to conme up with new ways of doing things, wth new
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products that no one thought of before, with new uses for old
materials, in ways that are indeed unpredictable. And after all,
t he purpose of nobst mathematical econom sts, or their claimto
fame, is that they can predict the future in sone way or to sone
degree or anot her.

And Hayek thought that one of the nost fascinating and
beauti ful things about an open society was that you coul dn't
predict the future, because people were going to come up with new
ways of doing things that were not continuous with old ways, and
hence not predictable. And in that sense, Hayek isn't
operational i zabl e by academ ¢ econom sts or by econonmists in the
private sector, even though sone of themadmt that, on the
fundanental | evel of understanding how markets work, he was
right.

MR. PALMER: W have tine for one nore question. The
gentl eman over here?

QUESTION: | was wondering, Dr. Ebenstein, if you could
cooment. It's fairly well-known that Hayek later in |life becane
alittle nore radical in the libertarian sense, even if
nodern-day libertarians take issue with much of what he had to
say. But it's also fairly well-known now that "The Fata
Conceit,"” by the tine it reached publication, had gone through
many drafts that many cl ose col |l eagues of his, at various points,
had said were unpublishable and had all sorts of problens. And
" mjust curious, based on your research and based on what still
exi sts of those manuscripts, if they were comenting perhaps on
speci fic expressions of his thought or if it was sonething nuch
nore nmundane. Were they responding to the notion that his
t hought was carried off and expressed itself in ways that they
deened unpublishable? O was it sinply a matter of nmundane
noti ons of expression and coherency?

DR EBENSTEIN. That's a very good question, and it is
sonething that there is a significant anmount of scholarly
interest in. | was actually able to interview in depth Hayek's
secretary from 1977 to his demise. And it is always the
secretary who has all the information, so I think that | have the
relatively straight story. And she had a nunber of the

manuscri pt drafts of "The Fatal Conceit.™ | think -- and this is
havi ng seen the actual manuscripts that Hayek hinself wote and

t hen conparing those to the published work -- that the ideas in
"The Fatal Conceit" genuinely are Hayek's. 1It's not the case

that there is, in ny opinion, any major idea that is inported
into that work that was not already there.

There is certainly editing, in terns of chapters have
been noved around. It was originally going to be a three-part
work, like "The Constitution of Liberty" and "Law, Legislation
and Liberty." Only the first part, ultimtely, was published.
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But | think that it is basically Hayek's work, and it's sonething
that the changes are nore stylistic and genuinely significant
editing, but not in the sense of distorting Hayek's basic
fundanent al i deas.

There was a critical review article a couple of years

ago where -- | think it was Jeffrey Friedman -- commented how he
had -- | forget who it was -- had suggested that there be sone

i ncorporation of discussion of -- is it Marcusi or naybe
Habermas -- and then, there it appeared in the work, and he had
never net Hayek. Well, that's a couple of paragraphs. It's
sonething that there was that sort of editorial |icense taken,
and | don't think positively in terns of -- ny own feeling is

that, froma scholarly perspective it would have been better
sinmply to have presented Hayek's final work as he had conpl et ed
it.

But then he got to be an old man, and sonewhat
persni ckety, and ill, and unsatisfied, and not willing to see
things through. And so it was sonething where WIlliamBartl ey,
who became editor of "The Fatal Conceit,"” which was not
antici pated when Hayek was witing it, | think took nore |license
than | believe should have been taken. But | believe that the
work is fundanentally and essentially Hayek's. And perhaps
soneday there will be a scholarly edition in which sone of the
nuances will be able to be worked out.

MR. PALMER Well, we've had two very val uabl e
perspectives presented on Hayek's life and work. | hope you w ||
join me in thanking our two speakers this evening for their
presentations, and also that you will join us upstairs in the
Wnter Garden for a reception. Thank you, gentlenen.

(Appl ause.)

(Whereupon, the Cato Institute Book Forum was
adj our ned.)
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