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VIRTUE AND EFFICIENT PROVISION

Shall charity be regarded as an inefficient deployment of monies for
present consumption that could be better deployed by investing in
the production of future wealth? Shall misers be regarded as greater
benefactors of society than philanthropists? Some recent literature
seems to argue so. For example, most of what Donald J. Boudreaux1

wrote in a recent column on philanthropy is both good economics
and sound common sense.2 Likewise, there is much to admire in
Candace Allen and Dwight R. Lee’s3 intellectually provocative
defense of misers.4 This having been said, what appears to be the
core teaching of the former and the thesis of the latter are troubling
to those who see capitalism as not simply the most efficient system
for the delivery of quality goods and services to the masses but as
the most moral system for the distribution of wealth in a manner
harmonious with nature, nature’s God, and human nature.

This thinking is troubling not just because of the specific argu-
ments made by Boudreaux, Allen, and Lee, which we will take up
shortly, but because it invites still further arguments urging the
reduction of virtue to efficient provision. Consider: “The most suc-
cessful entrepreneurs best satisfy the needs and wants of others as
those others see them. Those who satisfy others most are the most
virtuous. Therefore, the most successful entrepreneurs are the
most virtuous men.” None of our authors would assent to this
crude reasoning, but, especially since it has some truth to it, some
libertarians—perhaps followers of Ayn Rand—might say to such an
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argument, “Just so.” The principled liberal will reply, “Not so fast.
Both premises are true, perhaps, but the conclusion does not fol-
low. For although the most successful entrepreneurs best satisfy
the needs and wants of others as those others see them, those oth-
ers may be misguided in their priorities—and while the liberal soci-
ety will never interfere with an individual’s ends, misguided or not,
no liberal need label every self-directed goal as best for the person
who aspires to it, much less as morally best. Furthermore, as Adam
Smith’s most famous line reminds us, the successful entrepreneur
need not act out of an impulse towards virtue and usually does not,
while in the Western tradition, at least, intent (but not necessarily
motive) is part of what defines virtue and vice.”

COMMON GROUND

Before taking issue with Boudreaux, Allen, and Lee, let me state
where I find common ground, and there is much of it, of course, for
all of us share a common tradition. First, Boudreaux is of course
right that judgments about individuals’ generosity5 have no place in
public discussion. Although he wrote of Bill Gates, the same is true
of the latest casualty of the gossips, Al Gore. Second, Boudreaux’
statement “Because profits represent only a small portion of entre-
preneurs’ net additions to society’s wealth—and because no busi-
ness can profit in the market without contributing at least as much
to society as it earns in profits—market advocates note that there is
nothing to give back. Profits obtained in the market are earned,
never taken” (Boudreaux, 1) is unimpeachable and neatly encapsu-
lates the argument against those who say corporations must “give
back to the community where they made their fortunes.”

Third, Boudreaux’ characterization of many nonprofit organiza-
tions, “especially those . . . seeking greater government interven-
tion” as “produc[ing] either no or negative returns” and that “[t]he
ostensible beneficiaries of such giving . . . are seldom the direct
objects of the alms-giver’s intentions” (Boudreaux, 2) is all too true,
as are Allen and Lee’s further observations that a “drawback of giv-
ing money to nonprofit . . . organizations is that much of it goes into
appeals for more contributions rather than into promoting the
organizations’ stated objectives” and “as a percentage of revenues,
private firms spend much less on advertising to attract customers
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than nonprofit . . . organizations spend to attract donors, who typi-
cally have little motivation to monitor how their contributions are
spent” (Allen and Lee, 216). It is also therefore true that “because
the benefits of . . . philanthropists are associated with the inten-
tions of identifiable donors, much [we would say “some”] of the
value of those benefits is dissipated as people compete for their
favor.” (Allen and Lee, 216)

THE ARGUMENTS

Let us first summarize the arguments we find troubling in the
words of their authors, substituting general terms for proper
names as appropriate.6

Donald J. Boudreaux. “[M]any market supporters,” Boudreaux
avers, “assert that the greater an entrepreneur’s charitable giving,
the more admirable is that entrepreneur” (Boudreaux, 1). Yet, says
Boudreaux, “[I]f [the successful entrepreneur] gave away a larger
portion of his wealth to charities he would likely reduce the welfare
of others rather than increase it” (Boudreaux, 1). These advocates
of charity, Boudreaux continues, “mistakenly assume that [the
successful entrepreneur] consumes his entire fortune” (Boudreaux,
1) when, in fact, “the vast bulk of [the successful entrepreneur’s]
fortune is in [company] stock” (Boudreaux, 2) and therefore if the
successful entrepreneur “were stricken with an acute spasm of gen-
erosity and gave away a large bundle of his fortune” he “would likely
harm society” (Boudreaux, 2). Since “[s]uccessful entrepreneurs
have already created great wealth and opportunity for others”
(Boudreaux, 2), they need not feel additional obligation. “If,” how-
ever, “capitalists want to aid charities by reducing their own pres-
ent consumption, that’s grand” (Boudreaux, 2).

In summary, I believe Boudreaux’ core teaching is best summed
up by the eminent economist and social thinker, Thomas Sowell,
who opined in a recent column, in a remarkably similar vein: “Any
philanthropist who is in doubt as to the best place to put his money
to help others should invest in the private economy, where it will
serve purposes determined by the consuming public, rather than
by coteries of self-righteous and self-important people spending
other people’s money.”7
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Candace Allen and Dwight R. Lee. Allen and Lee’s argument is
their answer to the following hypothetical question lifted from their
article:

Consider the following example of a rich miser, M, and an
equally rich philanthropist, P. Both were extremely and
equally productive at creating wealth over their entrepreneur-
ial careers. At age 50, they both retire, each with accumulated
wealth of $10 billion. The similarity between M and P ends
when we consider how they enjoy their wealth during retire-
ment. Mr. M spends almost nothing, getting his greatest plea-
sure from keeping his money in a secret vault buried beneath
his modest house. He has no friends, wife, or offspring with
whom to share his enormous wealth. . . .

Mr. P is a jovial and generous man who spends lavishly on
himself and his friends. He hosts extravagant parties in his
mansions located in some of the most exotic parts of the world.
. . . But even his entertainment budget cannot come close to
exhausting his wealth in his lifetime, so P also gives away hun-
dreds of millions of dollars to worthy nonprofit organizations
such as universities, art museums, symphony orchestras, and
operatic companies, creating enjoyment and employment for
still more people.

Each man dies on his 85th birthday, Mr. M with his money for-
ever locked in his hidden vault, and Mr. P having just spent his
last dollar. . . . The question we ask is, which one of the two did
more to benefit others? (Allen and Lee, 214)

The answer: “It is easy to establish that Mr. M did more to benefit
others than did Mr. P.” (Allen and Lee, 214) Why? Because “[b]y
reducing the general price level a little, [the miser’s] hoarding
allowed others to buy a little bit more with their money, with the
increase in their total purchases equal to what Mr. M could have
spent himself. The only difference between Mr. M and Mr. P is that M
allowed others to decide where employment opportunities should be
expanded with their purchasing choices. So while there is no reason
to favor Mr. M or Mr. P for creating employment, Mr. M’s hoarding is
really more generous than Mr. P’s spending because the beneficia-
ries of hoarding can get what they want instead of what someone
else wants for them.” (Allen and Lee, 215) This is, I believe, the crux
of their argument, although there are embellishments dealing with
the failings of nonprofit organizations, failings that we concede.
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IN REPLY:
THE ROLE OF CHARITY AND PHILANTHROPY

IN THE FREE SOCIETY

Both arguments present impeccable economic analyses, but neither
has moral compass or takes full account of the facts. To begin with,
we live in an age of government, an age where government sets the
terms for debate, even when we don’t realize it, and Boudreaux,
Allen, and Lee refer to charity and philanthropy as if such activities
were mostly carried out by nonprofit organizations as determined by
the IRS. One can agree, as I do, that most nonprofit organizations
are not charitable—in quoting from Allen and Lee, I twice used the
ellipsis between “nonprofit” and “organizations” to remove the dubi-
ous qualifier “charitable”—yet still affirm the ubiquitousness and
wholesomeness of charity. For charity not only begins at home;
most charity is within the family or among friends. The parents who
support their disabled child rather than institutionalizing him, the
parents and spouses who pay for their loved ones’ higher education,
the parent who forgoes a career—and material betterment—to raise
a child, the family who adopts a child in need of a home: These are
the principal acts of charity in America, and they occur every day all
over the land, quietly and heroically, and without any 26 USC
501(c)(3) organization’s involvement. All of this is true charity; none
of it is tax-deductible; none of it is measured and calculated by gov-
ernment statisticians and bureaucrats; all of this charitable activity
is part of what makes America a good country of virtuous people.

Second, there is also some—more than a little—bona fide charity
that is mediated by nonprofit organizations—and it is unfortunate
that Boudreaux, Allen, and Lee use that special libertarian tone
normally reserved for government in speaking about non-profits.
Nonprofit organizations are private, not public, and are an often
efficient form of voluntary organization: Just ask members of buy-
ers’ coöperatives and credit unions and listen. They also have a
competitive advantage over profit-making concerns to compensate
somewhat for the competitive disadvantage arising from the
absence of the profit motive as guidance—namely, they pay no
taxes. No doubt that is why buyers’ coöperatives and credit unions
offer lower prices and higher rates to their members, respectively.
Money I invest in a productive enterprise may spread well-being
but will be taxed twice or more; money donated to a nonprofit
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organization may go partly to increased overhead but not, at least,
to the State!

Third, Boudreaux’ core teaching must be that taking money out
of the wealth-producing industries and marking it for consumption
is harmful to society. It cannot be that his position is just that
malconsumption by misguided nonprofits is harmful because he
concludes his essay by remarking that he has no problem with
giving to charities by reducing one’s consumption, rather than
one’s investment in the creation of wealth. (I presume, of course,
that he would limit this comment to charities properly so-called.)

What can we say to this? We can say, I think, that it is true, that
society as a whole is “harmed” in the sense he intends “harm,” yet
that it misses the point. The purpose of charity in the free society
is the redistribution of wealth from the better-off to the
less-well-off, through volitive, private means. This will entail tak-
ing some money out of productive uses for consumption and it will
entail a lower gross product, less wealth, and less wealth per
capita, the “harm.” But it will also mean greater wealth where it is
most needed at the expense of lesser wealth where it is not as
needed.8 The key consideration is volition: As long as the redistri-
bution, however sterile —or even negative—from a strictly eco-
nomic point of view, is volitive, it is morally and socially beneficial
to both the donors and the recipients—and never mind per capita
product. After all, the people helped by charity properly so-called
can ill afford to wait for greater returns on production. The choice
for the donor is often food for the poor now or twice as much a
decade hence—when it will be too late.9 The efficient accumulation
of capital serving to make the same physical effort count for more
and more is at the heart of the free society. So are good men who
will divert some of that capital accumulation for immediate and
pressing needs of the less-well-off now.

Fourth, Allen and Lee go considerably further than Boudreaux
and also go further than Walter Block10 who in his noted book’s sec-
tion on misers—which includes “savers” and “hoarders”—may have
originated the defense of hoarders that Allen and Lee cite and
expand upon. Block observed that those who hoard money take it
out of circulation, thus lowering the general price level as fewer
dollars chase the existing amount of goods and services. Thus the
hoarder—Allen and Lee’s miser—saves all holders of money a little
bit, as they can now purchase more with their money.11 So much is
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surely sound economics. However, Block is careful in his introduc-
tion to make the following disavowal of his defense: “It does not pre-
sume to indicate how mankind may best live. It does not set out the
boundaries between the good and the bad, between the moral and
the immoral, between propriety and impropriety. . . . The defense
. . . is thus a very limited one. . . . It decidedly does not mean that
these . . . are moral, proper, or good.”12

Allen and Lee’s thesis is considerably more radical for they argue
with considerable wit that misers benefit society more than do phi-
lanthropists. It is not enough for them to simply defend misers as
doing economic good; they are raised to the status of do-gooders in
the best sense of the word! This Block does not say, and it is this
position with which we take issue.13

We have already made the case for charity, but philanthropy is
another matter. Since the truly rich usually engage in philanthropy
as well as charity, we should explain here our understanding of the
role of philanthropy in the free society. The philanthropist loves all
his fellow men, not just the less-well-off; he acts to ennoble the
masses and the elite, too, in those pursuits they undertake in work
and for pleasure. He seeks the betterment of all mankind according
to his beliefs. If he believes reading in libraries is a superior pursuit
to television, midnight basketball to crime, opera to movies, muse-
ums to popular culture, doctoral study in philosophy or religion to
study for a professional degree in psychology, he will subsidize
these activities. In doing so, he recognizes that the masses do not
share his views and that the market therefore prices these activities
as very nearly unaffordable. He wishes, in his love for his fellow
man, to change them for the better through the only means avail-
able in the free society, volitive means. Of course, he can seek to
persuade them, but neither verbal persuasion nor persuasion-by-
example, the two modes of change-seeking in others normally
respected as libertarian, is genuinely effective. What is effective is
putting one’s funds where one’s beliefs are and lowering the prices
of the goods and services the philanthropist most believes in.14 With
the prices thus lowered, the demand for them will rise.

Unlike charity, philanthropy is almost always accomplished
through the mediation of nonprofit organizations,15 and, unlike
charity, it is rarely personal, but is rather normally accomplished
through the impersonal forces of the market—prices. This under-
standing of philanthropy is at odds with much libertarian thought,
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because it presupposes that the masses do not choose what is nec-
essarily best for them, let alone what is best morally—while in no
way negating their freedom to choose their own ends as natural
right and as the best regime available. It also denies that seeking
change in others, even massive, wholesale change, is wrong-
headed, misguided, or futile. It just maintains that rather than
using verbal persuasion or persuasion-by-example which don’t
work well, in any case, and which are often, quite frankly, obnox-
ious exercises in self-righteousness, a man who would seek mas-
sive, wholesale change in others should do so through market
mechanisms, not directed at anyone in particular, but at mankind
in general, by using funds acquired by satisfying the demands of
the market to alter the market for favored goods and services. (It is
interesting to note that this opportunity is available, under normal
circumstances, only to those who have first shown themselves able
to satisfy existing market needs.)

In summary, we are arguing that society has need—morally and
spiritually—of many things for which there is not a market (or not a
strong market) and that philanthropists provide those things of
their own wealth to the betterment of all. We are arguing, in short,
that, in a free society, moral and spiritual leadership can be
provided by thoughtful philanthropists, as opposed to bureaucrats
and politicians of every stripe.

The miser, in contrast, seeks nothing, and his benefits are pas-
sive. Moreover, his benefits are granted to all holders of money in
proportion to their holdings: The rich gain most from the miser’s
withholding, not the poor, not the masses, not everyone. It is not
just that the benefits of the miser are unseen and unintended, it is
also that they are undirected; they merely reinforce what people
will do anyway, making it a bit easier for them to accomplish their
ends. We should, indeed, be grateful for this, but unlike directed
charity or philanthropy, this is aimless giving, akin to a rich man
riding in his limousine through the street and throwing money out
his window as passersby snatch it up eagerly. Sure, they should be
grateful (and probably are, too), but it is no wonder that such a
man commands no respect akin to that of the charitable man or the
philanthropist. Perhaps the miser, not being a self-promoter,
deserves somewhat more gratitude than the rich man who gives
aimlessly, throwing his money about with reckless abandon, but
not much more. However superficially opposite the miser appears
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when compared to this sort of spendthrift, they are two of a kind.
Both have abdicated responsibility for the virtuous stewardship of
their fortunes.16

NOTES

1. Dr. Boudreaux is President of the Foundation for Economic Educa-
tion, a classical liberal think-tank, and publisher of The Freeman.
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section, although arguing from an entirely different perspective, goes much

further than any of our authors would. In the opinion of the present writer,
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no one should make a philanthropic donation unless he is certain that the
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ennobling by the full amount donated or will be used—since money is fun-
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funded at all.
15. However, it is also often the case that a for-profit entity may receive

the philanthropist’s largesse, if, in his opinion, the good or service it offers

for sale is thought ennobling. In this case, although there is a market for the

company’s product, that market can be expanded by a reduction in price.
16. Given this result, what then does Block’s observation show? I think

what he has shown is something else entirely, the impossibility of destroying
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money. This presents a problem for those who have come into possession
(or even title) of tainted money. If the possessor cannot—either by operation
of law or by circumstance—find a way to determine to whom the money
rightfully belongs and to return it, and the law properly understood and
applied does not allow him to acquire the money, he is out of options. Block
has shown that doing nothing is not an option, and that “destroying” the
money is not an option. Likewise making a charitable or philanthropic gift
out of money which is not one’s to give makes a mockery out of those noble
enterprises. I am unaware of a solution to this problem and invite reader
comment, directed to fulda@acm.org with subject “Tainted Money,” on this
matter.
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