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Preface and
Acknowledgements
The thirties and forties saw the establishment of a long-lived consensus in the United States that unrestrained capitalism was a
failure. It apparently suffered from cyclical instability, a tendency
towards monopoly, an inadequate provision of public goods, and
an inequitable income distribution. As the American political
culture never would accept a socialist order, reformers ultimately
settled on what has been variously called the mixed economy,
"via media," or the "vital center": a regime of regulated capitalism, interest-group liberalism, and Keynesian macro-economics.
This Vital Center liberalism was most self-celebratory during
the mid-1960s, just before its crisis. Confident that the "New
Economics" could drive the economy to higher levels of productivity, that the resultant "social dividend" would provide for an
expanded social welfare state, and social science knowledge
would permit the therapeutic state to solve problems of racial
justice and residual poverty, President Johnson simultaneously
launched domestic wars against poverty, social blight, and racism
while escalating in Vietnam.
This reform activism, paradoxically, reached its apogee not
during the Johnson years but with the Presidency of Richard
Nixon. As Joan Hoff has recently noted, the Nixon administration exceeded the record of the New Deal and the Great Society
in the areas of affirmative action, social welfare spending, and
social regulation. This activism overloaded the Vital Center
order, generated unbalanced budgets and stagflation, spawned
new "rent-seeking" special interest groups, and produced a regulation of business and the civil society so substantial that even
many liberals were prepared to reconsider their enthusiasm for an
expanded state.
The "crisis of confidence" of the Vital Center paradigm gave
the advocates of a rejuvenated classical liberalism (what I call
"market liberalism") an opportunity to promote an alternative
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vision of the good society. This revival of what was once thought
to be a dead tradition could be seen in the expanding influence of
the Austrian, Chicago and Public Choice schools of economics
and the development of the related libertarian movement.
Because the excesses of Vital Center liberalism generated powerful dissatisfactions, the market liberals, now armed with research
studies pointing to repeated evidences of "government failure,"
received an increasingly respectful hearing in the 1970s.
The market liberals hardly could transform the Vital Center
order, however, without control of the levers of political power.
The Libertarian Party proved incapable of providing them that
access, playing only a vanguard role. Although many market liberals did obtain government positions with Ronald Reagan's
1980 election, no serious reductions in government size occurred.
For all his anti-Washington rhetoric, Reagan couldn't do serious
damage to the New Deal-Great Society edifice.
The market liberal revival did help prejudice the climate of
opinion against any further expansion of the state - witness the
fate of President Clinton's health reform bill. This new skepticism toward government, a renewed, although wary, respect for
the genius of the market, and a willingness to experiment with
alternative delivery systems of government-financed services
through privatization constituted the successes of the market liberals in America. For all of the recent influences of market liberal
ideas within the more statist political economies of the social
democracies and the old communist bloc, market liberals in the
United States have not been able to build a coalition committed
to dramatically rolling back the state. Instead Americans today
exhibit an uncertainty about their expectations of government.
This ambivalence is reflected in the disparity between the
public's anti-government rhetoric and its support for what one
recent critic has described as a "libertarian social welfare state."
Similarly, intellectuals seem unable to agree upon a new public
philosophy to supplant the much-abused Vital Center paradigm.
This book is an attempt at describing how we arrived at the
current impasse.
In writing this story I used the Libertarian Party Archives at
the University of Virginian Library, Charlottesville, Virginia and
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various collections at the Hoover Institution Archives, Stanford,
California. At the University of Virginia Library's Special
Collections Department I should like to acknowledge the assistance of Laura A. Endicott. For assistance in locating relevant
collections at the Hoover Institution Archives and for help in
obtaining copyright clearances I am grateful to Pruda Lood and
Carol A. Leadenham. At the Shawnee State University Library a
special thanks is due Connie Salyers Stoner and Mary Cummings
for cheerfully and expertly helping me locate sources.
The author also would like to express his sincere appreciation
to the following who very kindly gave their permission to use
their letters or unpublished writings: James M. Buchanan, David
Boaz, Edward M. Crane, Milton Friedman, David A. Keene,
Irving Kristol, Leonard P. Liggio, Ronald W. Reagan, William E.
Simon and Ernest van den Haag. Michael Plunkett, Director of
Special Collections at the University of Virginia Library, permitted me to quote from the Libertarian Party Archives. Stephen
Stigler authorized the use of George J. Stigler's 1978 Mont
Pelerin Society Presidential Address. Joan Kennedy Taylor
granted permission to use several of Roy A. Childs, Jr.'s letters.
Linda Whetstone, the daughter of Sir Antony Fisher, generously
permitted me to quote from several of her father's letters to
F. A. Hayek.
This book began as a doctoral dissertation within the
Department of History, Ohio University. I shall always be very
grateful to my advisor, Professor Alonzo L. Hamby, who encouraged me to take on a large topic, provided encouragement and
incisive commentary throughout the writing process, and provided wise counsel on publication. At Shawnee State University,
President Clive Veri, Provost A. L. Addington, and the Shawnee
Development Fund respectively offered support, released time
from teaching responsibilities, and a generous travel grant. My
departmental colleague, Dr Robert A. Lawson, read portions of
the manuscript and offered valuable advice on economics.
Finally, I thank Professor Robert H. Ferrell for his kind interest
in a former student.
John L. Kelley
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