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Chapter 2

The Theories of Larssez-Faire and Suruival
of the Fittest
Pnelude and lntroduction

Beginning with Alexander Hamilton's proposals for a federal bank, a protective
taiff, and government-financed internal improvements, the U.S. government played
an fonportant part in encouraging industrial development. Howevel the real assistance
for industrial grovuth came after the Civil Waf when the North managed to get high
prutective tariffs to shield American businesses from foreign competition. An open
irm(ryation policy guaranteed a plentiful supply of people willing to work for long hours
d low ryages. The national government, as well as state and local ones, discouraged
and often suppressed strikes by workers seeking higher wages. A sound money policy
errcouraged creditors to lend money because they would be repaid with dollars worth
c much or more than the dollars they lent. The government gave millions of dollars
and acres of land to corporations in order to get them to lay more railroad track to
connect and bring the different regions of the country closer.

Another important government policy regarding businesses was to leave them
done and unregulated. That way businessmen did not have to worry about government
hterfedng with their activities, and they had the freedom (within limits)to make money
h aqy way they could. This policy was based on a belief in "/arssez-faire" and "survival
dfie fittest," two theories that will be explained in this chapter.

L**Fairc, Adam Smith, and the lnvisible Hand

It is not from the [kindness] of the butcher, the brewer, or the baker that we
expect our dinner, but from their regard to their own interest.-Adam Smith

The words "/arssez-faire" are an abbreviation of a phrase that originally read,
%*faire passer le monde de lui meme." (Don't interfere; the world will take care of
ifs€*f.) This advice was directed at the French government well over 250 years ago. At
ffi time, there were laws dealing with nearly every aspect of business: for example,
fners were told when they could slaughter their cattle, and weavers were told how
tndry strands of thread must be woven into each inch of cloth. Those who broke the
rules could be prevented from staying in business; if they continued to break them,
they could lose a fingen hand, or even an arm.
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The businessmen of France felt that they would be much
better otf if left alone and were free of rules they thought were
ridiculous. Philosophers who agreed began to write essays that
called tor "laissez-faire," but, it was a Scotsman, Adam Smith,
who made the idea famous. ln his book, The Wealth of Nations,
he argued that all limits on business should be removed.

One of the most important ideas in Adam Smithls
book was the idea of the "invisible hand." Smith believed that
some invisible force would always guide the selfish acts of
individuals and ultimately help the country:

[B]y working for his own private gain, the businessman must produce as much as he can,

and for the lowest price. In order to sell his goods he charges very little. This will help

society as a whole, even though that was not his purpose. The invisible hand thus directs

selfish acts for the good of the community.

He urged trust in the invisible hand and not in the government:

Survival of the Fittest

The philosophy of laissez-faire was given unexpected support from a famous
English scientist, Charles Darwin. Darwin's book, The Origins of the Species, appeared
in 1859. lt made quite a stir because it argued that humans had descended from the
apes by a process known as evolution. Darwin claimed evolution worked because
more animals in any species are born than can possibly surr'rive. Only those whose
particular features allow them to adapt to their environments live long enough to
produce children. These children will probably inherit the characteristics that made
their parents more fit. The giraffe, for instance, developed its long neck because short-
necked giraffes could not reach the leaves from the top of trees. The "fittest" giraffes,
therefore, were those with long necks, and their long-necked children would be more
likely to live and reproduce.

Charles Darwin never intended to apply his theory of evolution by "natural
selection" to human society. Others, howevel could not resist. Philosophers rather
than scientists adopted the theory of natural selection and survival of the fittest to
explain social relations. These men were called Social Darwinists, and their philosophy
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Adam Smith

[E]very person is a much better judge of what is good for him than any President, Governor
or Congressman. When the government starts telling people what they should do with their
money, they are telling people how to mind their own business. This will make a bigger

[mess] than that which they tried to correct.
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was called Social Danryinism. William Graham Sumner, who became America's leading
philosopher of Social Darwinism, argued:

Competition, therefore, is a law of nature. Nature is entirely neutral. She gives her rewards
to the fittest. Men get from nature just what they deserve; what they have and enjoy is
ahrays a result of what they can and do. This is the system of nature. If we do not like it and
try to chenge it, there is only one way we can do it. We can take from the better and give
to the worse. We can give the rewards to those who have failed in life. This might lessen
rhe inequalities. But, it shall favor the survival of the less fit, and shall be accomplished by
destoying liberty, and this would be foolish.

Successful businessmen quite naturally were attracted to the philosophy of
E*faire and survival of the fittest. They saw their own success in business as a
rcslt dfte laws of nature. Businesses destroyed in competition and men unable to
$pport their families were considered as unfit for survival as the short-necked giraffe.
Hefitg losers instead of rewarding winners, according to Social Danryinists, would only
etnqrrage the lazy and continue the traits that did not equip people for survival. Thus,
government helpno matter how well intended-would only weaken society.

A ffirentView

One of the early critics of the philosophy of Social Danrinism was Henry
Demaest Lloyd, author ol Wealth Against Commonwealth. Writing in 1894, Lloyd
d*ned that:

I

Thcre is no other field of human associations in which any such rule of action [as Survival
ofte Fiuestl is allowed. The man who should apply in his family or his citizenship this*srvivat of the fittest" theory as it is practically professed and operated in business would
be a monster, and would speedily be made extinct, as we do with monsters. To divide the
spty of food between himself and his children according to their relative powers...to
frlhw his conception [idea] of his own self-interest in any matter which the self-interest
of all has taken charge of...would be a short road to the penitentiary fliail] or the gallows
[erecution; death]...In trade [business] men have not yet risen to the level of the family life
ofthe animals. The true law of business is that all must pursue the interest of all. In the law,
6c highest product of civilization, this has long been a commonplace. The safety of the
people is the supreme law...
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Lloyd also argued that:

...our industries, from railroads to workingmen are being organize to prevent
milk, nails, lumber, freights, labor, soothing syrup, and all other things from becoming
too cheap. The majority have never yet been able to buy enough of anything. The
minority have too much of everything to sell...Society is letting these combinations
become institutions without compelling them to adjust their charges to the cost of
production, which used to be the universal rule of price.

Laissez-Faire and Survival of the Fittest on Trial

The ideas preached by Adam smith, william Graham sumner, and John
Rockefeller could be backed with some important statistics. During the great age
of /arssez-faire, between 1860 and 1915, production in the United States increased
1200 percent. During this period, America moved from a second-rate industrial powe6
behind England and France, to the world's leading economic giant. By 1915, America
produced more than one-third of the world's steel and built almost one-half of its
railroads. Entrepreneurs made fodunes in oil, steel, meatpacking, shoemaking, and
hundreds of other industries. Businessmen who had started with hardly a penny rose
to command industrial empires richer than many countries. Poor peddlers became
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Cartoon showing that prosperity did not slide down to the poor
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millionaires, hardworking immigrants made fortunes, workers rose to become bosses,
and the sons of peasant farmers became the fathers of successful lawyers, doctors,
salesmen, and accountants.

Success, howeve[ was not uniform. While some millionaires spent fortunes in
wild displays of their wealth, millions went to bed hungry every night. Many thousands
were killed or seriously injured in industrial accidents. Farmers were driven off their
hnds, immigrants were unable to get jobs, residents of cities could not educate their
chiHren, and youngsters aged 10 and 11 were forced to work for a few cents per
hour. Forests were stripped, waters polluted, and natural resources were wasted and
dedeted. Politicians were bribed, workers were underpaid, and the standard of living
brfie average family hardly improved.

Those who did not profit from /arcsez-fair*lhe so-called "unfit," as well as
soc*rlly onscious members of the middle class, including clergymen, teachers,
lnryers, and even a number of businessmen-did not agree with this philosophy. They
everfually applied enough pressure to introduce government regulation of business to
pdect the unfortunate.
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Student Activities

A. Student Exercises

1. Explain the meaning of the term laissez-faire and the logic behind the idea of
the "invisible hand."

2. Do you think there is an essential contradiction between businesses wanting
govemment to practice a hands-off policy in regulating them, but at the
same time seeking government assistance with tax, tariff, money, labor; and
immigration policies? Explain.

3. Explain the theory of evolution and how it was used to account for success
in business.

4. What did Henry Demarest Lloyd mean when he said "the safety of civilization
is the highest law?" Explain why you do or do not agree with him.
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B. Graphic Organizer

From the list below, place ideas or facts in their proper place on the chart:

a

o

o

o

o

o

o

o

o

o

o

o

Millions remained Poor
The U.S.'s economy became #1 in the world

A good father shares his blessings with his family

Sutcess comes from hard work + native ability

Thousands died in industrial accidents
Wealth of the few trickles down to the poor

Globalwarming is a result of human activity

Millions of children were forced to work long hours

Helping the less fit weakens society
The girlffe got its long neck because it could reach the highest leaves

The invisible hand takes from the poor and gives to the rich

Vanderlcilt's, Morgan's, and Carnegie's SucceSS came from hard work
pennission granted to reproduce for classroom use only. @2009 Social Studies School Service. (8Cf) 4214246'hh://socialsMies'com

ldeas or facts that support
Lloyd's PhilosoPhy

ldeas o( facts that support Smith and
Sumner's Philosophies
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For Further Consideration: The Gospel of Wealth

With a fortune rivaling John D. Rockefeller's, steel magnate Andrew Carnegie
embraced a belief in survival of the fittest. Howeve6 he was not satisfied with merely
accumulating money-he felt it was the duty of the man who created wealth to share
the rewards of his hard work and shrewd business practices. ln a well-known essay,
The Gospel of Wealth, Carnegie explained his philosophy. As you read it, think about
whether the responsible redistribution of personal wealth is a good substitute for
measures such as a graduated income tax, laws requiring payment of a living wage,
unemployment insurance, and public housing.

Competition is Best for the Race

The price which society pays for the law of competition, like the price it pays for cheap
comforts and luxuries, is also great; but the advantages of this law are also greater still, for
it is to this law that we owe our wonderful material development, which brings improved
conditions in its train. But, whether the law be benign or not, we must say of it, as we say
of the change in the conditions of men to which we have referred: It is here; we cannot
evade it; no substitutes for it have been found; and while the law may be sometimes hard
for the individual, it is best for the race, because it insures the survival of the fittest in
every department. We accept and welcome, therefore, as conditions to which we must
accommodate ourselves, great inequality of environment, the concentration of business,
industrial and commercial, in the hands of a few, and the law of competition between these,
as being not only beneficial, but essential for the future progress of the race.

Avoid Socialism

The Socialist orAnarchist who seeks to overturn present conditions is to be regarded as
attacking the foundation upon which civilization itself rests, for civilization took its start from
the day that the capable, industrious workman said to his incompetent and lazy fellow, "If
thou dost not sow, thou shalt not reap," and thus ended primitive Communism by separating
the drones from the bees. ... To those who propose to substitute Communism for this intense
Individualism the answer, therefore, is: The race has tried that. All progress from that
barbarous day to the present time has resulted from its displacement. Not evil, but good, has
come to the race from the accumulation of wealth by those who have the ability and energy
that produce it. Our duty is with what is practicable now; with the next step possible in our
day and generation. It is criminal to waste our energies in endeavoring to uproot, when all
we can profitably or possibly accomplish is to bend the universal tree of humanity a little in
the direction most favorable to the production of good fruit under existing circumstances...

No Charity

...One of the serious obstacles to the improvement of our race is indiscriminate charity.... Of
every thousand dollars spent in so called charity to-day, it is probable that $950 is unwisely
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Write a summary of Andrew Carnegie's case that the responsible

redlstribution of personalwealth is more productive than charity or some form of

legisilation that helps the poor. Write a strong paragraph explaining why you do or

Oo-not agrge with barnegte. Be prepared to present your opinion, to listen to the

or*rions of othels, and to either defend your own or change your mind-

I section headings are added; large segments from original text has been omitted but wording has not been changed'
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spent; so spent, indeed, as to produce the very evils which it proposes to mitigate or cure. A

well-known writer of philosophic books admitted the other day that he had given a quarter

of a dollar to a man *ho upp-ached him as he was coming to visit the house of his friend.

He knew nothing of the traUits of this beggar; knew not the use that would be made of this

money, although he had every reason to suspect that it would be spent improperly. ... [T]he

qoaner-aothr given that night will probably work more injury than all the money which its

tiroughtless donor will ever be able to give in true charity will do good' " '

Duty of the Man of Wealth

poor and restricted are ogr opportunities in this life; narrow our horizon; our best work

most imperfect; but rich men should be thankful for one inestimable boon. They have it in

their power during their lives to busy themselves in organizing benefactions from which the

-urr", of their fellows will derive lasting advantage, and thus digniff their own lives.

This, then, is held to be the duty of the man of Wealth: First, to set an example of modest,

unostentatious living, shunning display or extravagance; to provide moderately for the

legitimate wants of those dependent upon him; and after doing so to consider all surplus

,*.o,r", which come to him simply as trust funds, which he is called upon to administer,

and strictly bound as a matter of duty to administer in the manner which, in his judgment,

is best calculated to produce the most beneficial results for the community -- the man of

wealth thus becoming the mere agent and trustee for his poorer brethren, bringing to their

service his superiot *irdo-, experience, and ability to administer, doing for them better

than they would or could do for themselves.l


