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The ‘rebirth of liberalism’: The origins of neo-liberal ideology RACHEL S. TURNER Political Economy Research Centre, University of Sheffield, Elmfield Lodge S10 2TY, UK



ABSTRACT This article examines the genesis of neo-liberal ideology in the Western world during the first half of the twentieth-century. Neo-liberalism, it proclaims, gets its distinctive identity from its origins as an ideological movement for the ‘rebirth of liberalism’ which was reacting to the various forms of collectivism that it saw sweeping through Western nations during this period, and its subsequent reinvention of the term ‘liberal’. The emergence of neo-liberalism was not a simple revival of classical economic liberalism and a return to the nineteenth-century ideas of free trade, a minimal state and self-help. Neo-liberal intellectuals in the 1930s and 1940s such F.A. Hayek, Ludwig von Mises, Alexander Ru¨stow and Michael Polanyi argued that liberalism must undergo a major intellectual process of reinvention where classical liberal tenets were stripped of accretions associated with the past and reinterpreted on a new ideological terrain. Their efforts culminated in the formation of the Mont Pelerin Society in 1947 where many of the core tenets of neo-liberalism were originally conceived.



In one of liberalism’s1 darkest hours, in the immediate years after the Second World War, a new ideological movement met at Mont Pelerin in Switzerland to expose the dangers inherent in collectivism and create an international forum for the ‘rebirth of liberalism’. Liberalism had since its beginnings regarded itself as the ideological force sustaining Western civilization. However, in a vast programme of ideological adjustment stemming back as far as the latenineteenth century, liberalism in Western societies began to change its form, contours and emphasis. By the beginning of the twentieth century, the ideological dominance of classical liberal values—free trade and limited government—had given way to a pro-collectivist liberal creed embracing the principles of community, rational planning and institutional design.2 In a statement of its aims, the Mont Pelerin Society (MPS) described its view of the prevailing crisis: ISSN 1356-9317 print; ISSN 1469-9613 online/07/010067–17 q 2007 Taylor & Francis DOI: 10.1080/13569310601095614



rachel s. turner Over large stretches of the earth’s surface the essential conditions of human dignity and freedom have already disappeared. In others they are under constant menace from the development of current tendencies of policy. The position of the individual and the voluntary groups are progressively under-mined by the extension of arbitrary power . . . The group believes that these developments have been fostered by the growth of a view of history which denies all absolute moral standards and by the growth of theories which question the desirability of the rule of law. It holds further that they have been fostered by the decline of belief in private property and the competitive market; for without the diffused power and initiative associated with these institutions it is difficult to imagine a society in which freedom may be effectively preserved.3



At the heart of this statement was the MPS’s desire to reinvent the term ‘liberal’ and everything it stood for. The MPS sought to secure the conditions for ‘liberalism’s’ survival. The society’s principal aim was to influence the direction of post-war liberal thinking; a task that would involve ‘purging traditional liberal theory of certain accretions which have become attached to it in the course of time’.4 It is the intention of this article not to present a critique of neo-liberalism, but to map out its interpretation of liberalism in the 1930s and 1940s, and the false dichotomy that it set up between liberalism and collectivism. Indeed, the term ‘neo-liberalism’ is not used in a pejorative sense, but is used to denote a tendency within liberal ideology. The article sees the events and arguments of philosophers, intellectuals and economists that led to the formation of the MPS as neo-liberals perceived them at the time. Thus, it uses the term ‘liberal’ throughout as an explicitly neo-liberal expression, although the article recognizes that it was also used by the new liberals such as John Hobson, John Hobhouse and J.M. Keynes whose ideas neo-liberals vehemently opposed. At the MPS after the Second World War a ‘new’ neo- liberal framework was clearly visible. Neo-liberalism established itself as a variant of liberal ideology driven by the constellation of threats it faced from rival political creeds to the realization of its liberal project. In the post-war period, many liberal thinkers supportive of ‘old’ liberals ideas began to push for a return to true liberal values, which meant reconceptualising many of the principles liberalism currently stood for. This required the recrudescence of an old intellectual tendency—classical liberalism—but with radically altered political dimensions to both modernize liberalism as an ideology and meet the economic and political demands of the era—hence the prefix ‘neo’.5 The collectivist liberalism evident during the years of the Second World War and in the aftermath years was accompanied by the growth of a powerful counter-movement encapsulated within this new ‘liberal’ framework, which sought to secure the conditions for liberalism’s survival. Economists, philosophers and social scientists of the ‘old’ liberal school became an important voice on behalf of liberalism in modern society and bitter critics of the collectivism they saw sweeping through the Western world since the 1930s. Neo-liberalism emerged in the late-1940s as a revered symbol of anti-socialism and a powerful voice of liberal hopes. It emerged after it had become evident to many neo-liberals that liberalism had ceased to bear any clear relation to the 68



the ‘rebirth of liberalism’ ideological rationales that had supported its creation. This revival of liberal thought occurred slowly, and at times, almost imperceptibly, emerging from innumerable small adaptations that gradually but decisively accumulated. This article traces the path by which neo-liberalism since the 1930s articulated an important and serious critique of contemporary liberal culture. This path was awash with ideas—ones of significant range and diversity, but ones that somehow managed to co-exist and form a coherent ideology. The revival and reinterpretation of liberalism, the article argues, was the product of a period of fundamental adjustment in the 1930s and 1940s that culminated in the formation of the Mont Pelerin Society in 1947. This period generated the basis of an effective ideological movement creating a vast network of scholars and publications to rival and outperform liberal opponents. The structure of this article is as follows: the first part briefly sets out neo-liberalism’s interpretation of history with regard to the rise of collectivism in the Western world; the second part examines the arguments of the critics of collectivism in the first-half of the twentieth-century and assesses their contribution to neo-liberalism; and the third part turns to the formation of the Mont Pelerin Society as an international forum for the reinvention of liberalism in the immediate years after the Second World War. The article’s central contention is that neo-liberalism was a movement in reaction to collectivism whose goal was the reinterpretation of liberal values and ideas rather than simply one of revival, and the MPS was fundamental for both the reorientation of these liberal ideas and the future direction of neo-liberalism itself. Revising history At the heart of neo-liberalism’s counter attack in the immediate years after the Second World War was the claim made by F.A Hayek and others that a socialist account of liberal capitalism had become the dominant strand of historical interpretation. Hayek argued that since the early decades of the twentieth-century, there had been a movement away from the liberal ideas on which Western civilization had been built. He saw liberalism in the old sense of the term as having been driven out by socialism, which was irrevocably pushing Western civilization towards totalitarianism. Hayek claimed that a particular historical interpretation used as ‘propaganda’ was responsible for some of these illiberal trends in the world. In particular, it was the direct influence of certain economic historians over public opinion that had partially led to the present discredited status of economic liberalism. Classical liberalism had not only been ravaged by world war and a severe worldwide depression, but had also been the victim of misrepresentation.6 In the 1940s Hayek expressed a strong desire to re-examine recent events and the beliefs held by socialist and new liberal intellectuals. If the course of history is ultimately determined by the life and death of ideas, Hayek believed that liberalism could be recaptured only if the prevailing collectivist ideas could be discredited in the face of recent trends. In 1946, while at the LSE, he wrote that not only would ‘the whole relation between governmental coercion and individual freedom require re-examination’, but also current views of history would have to 69



rachel s. turner be revised ‘if the dominant beliefs and misconceptions are not to drive us even further in a totalitarian direction’.7 This article argues that neo-liberalism came to prominence at this time when old liberal ideas associated with ‘laissez-faire’ liberalism were in decline. Economists such as Joseph Schumpeter,8 John Maynard Keynes9 and Karl Polyani10 argued that liberalism was no longer a viable philosophy with which to approach the economic problems of the twentieth-century. They maintained that the so-called ‘age of laissez-faire’ was over, and that collectivism was the future. Liberal intellectuals across the Western world reacted to this pessimism, vowing to fight collectivism and revive liberal ideology. It was the rise of different forms of collectivism or planning during the first half of the twentieth-century which was crucial for the intellectual genesis of neoliberalism in the 1930s and 1940s. Neo-liberalism, this article suggests, was a direct response to the collectivism evident in Western nations by the 1930s.11 Limitations of space prevent a detailed discussion of the rise of collectivism. What is highlighted in this article is the neo-liberal reaction to different forms of collectivism. Neo-liberals identified the British Keynesian state, New Deal progressivism and the American ‘compensatory’ state, and National Socialism and state corporatism in Germany as part of a larger collectivist impulse, which was threatening to devour their philosophy of individual freedom. All countries, even those with strong liberal traditions and opposed to extreme forms of collectivism—Britain and America—were in the throes of collectivist programmes. Liberal values had not only been destroyed in Germany under the central direction of Hitler’s Nazi state, but were steadily being eroded in democracies like Britain by advocates of milder forms of planning such as Barbara Wootton.12 Neo-liberals, therefore, were not just opposing the rise of socialism in national economies. More significantly, they were responding to the ‘new’ interventionist variants within liberalism itself, such as the new liberalism advocated by T.H. Green, L.T. Hobhouse and J.A. Hobson in Britain, and the liberal progressivism associated with Franklin D. Roosevelt’s New Deal administration in the United States. Hayek and other neo-liberals were historically selective about the liberal traditions that they were willing to recognize as ‘liberal’. Neo-liberals only acknowledged variants of liberalism that were consistent with their view of the course of history, in particular the British classical liberalism of Adam Smith and David Ricardo and the German liberalism of Immanuel Kant and Wilhelm von Humboldt.13 They rejected more contemporary liberal concepts of rationality and sociability, and the radical intellectual changes introduced by liberal thinkers such as T.H. Green and Keynes in Britain, and John Dewey in America. The critics of collectivism For neo-liberals, like F.A Hayek and Ludwig von Mises, it was not the means of planning which were so objectionable, but the ends. In his Collectivist Economic Planning published in 1935, Hayek observed that collectivism in all 70



the ‘rebirth of liberalism’ its guises invariably meant collective ownership of the means of production and collective direction and control of their use. He claimed that the assumptions of planners implied a rational belief in the deliberate action of all social affairs.14 Mises, however, was quick to point out that the dilemma for policy-makers was not a simple one of choosing between economic planning and no planning. As he stated, ‘The alternative is not plan or no plan. The question is: whose planning? Should each member of society plan for himself or should the paternal government alone plan for all? The issue is spontaneous action of each individual versus the exclusive action of the government. It is freedom versus government omnipotence’.15 Hayek observed with alarm that this supposition of the primary competence of the state that economic planning entailed, had, in the first half of the twentieth-century, ‘gained a ground until today there is hardly a political group anywhere in the in the world which does not want central direction of most human activities in the service of one aim or another’.16 Liberal revival: pessimism or optimism The American columnist Walter Lippmann in his account of the collectivist mindset of the 1930s, The Good Society, outlined the intellectual drift towards collectivism and totalitarianism. ‘Throughout the world’, he wrote, ‘in the name of progress, men who call themselves communists, socialists, fascists, nationalists, progressives, and even liberals, are unanimous in holding that government with its instruments of coercion must, by commanding the people how they shall live, direct the course of civilization and fix the shape of things to come’.17 Lippmann thus referred to collectivism as the ‘dominant dogma of the age’. In his work, he made an eloquent liberal defence of personal, political and economic freedom against the rising tide of market regulation and socialist planning. A ‘perfectly free economy’, he argued, that indulged the vagaries of the individual, was a better regulator of human energy than a centrally planned authority could ever be.18 Lippmann, however, proclaimed that in the face of the growing threat of fascism and communism, it was unlikely that there could ever be a return to the previous liberal era. Liberalism, he stated, had been stagnating since the latenineteenth-century, allowing collectivism to become the new intellectual orthodoxy throughout the world. Liberalism, in effect, had become an endangered species. Lippmann’s pessimistic stance caught the attention of liberals in Europe, many of whom had been displaced from their own countries.19 These liberals were alarmed by the apparent inexorable decline of liberal ideas in Europe throughout the 1930s, but, unlike Lippmann, they kept alive a belief that the future belonged to liberalism. In August 1938, an international conference was organized in Paris by the French philosopher, Louis Rougier, to honour the publication of Lippmann’s The Good Society, and foster a discussion of liberalism’s revival. The conference was attended by 26 liberal sympathizers from Europe and America, including Hayek and Mises from Austria; Raymond Aron and Jacques Rueff 71



rachel s. turner representing France; Wilhelm Ro¨pke, Alexander Ru¨stow from Germany; and, of course, Lippmann himself representing America.20 The Paris conference had a significant influence over the future course of neoliberalism. It represented the first coherent attempt to bring together the leading proponents of freedom in the world for a reconsideration of the legacy of liberalism. Attempts were made to develop a ‘new’, revitalized interpretation of liberalism that both moved beyond the outmoded nineteenth-century conception of laissez-faire liberalism and challenged existing collectivist streams of thought: an interpretation that would involve ‘the combination of a working competition not only with the corresponding legal and institutional framework, but also with a re-integrated society of freely co-operating and vitally satisfied men as the only alternative to laissez-faire and to totalitarianism’.21 It was out of this struggle to create a constructive alternative to prevailing ideologies that the term ‘neoliberalism’ was coined by the German economist Alexander Ru¨stow at the conference, although, as A.J. Nicholls points out, ‘it was never popular with those whom it described’.22 The liberals in exile, as well those individuals who simply valued the fundamentals of a liberal society, managed to keep the anti-collectivism flag flying during the years of the Second World War. Individuals and groups in different countries pushed forward the intellectual counter-revolution against collectivism that began at the Paris conference. Walter Eucken and Ru¨stow, operating from Switzerland, kept alive the German League for Free Economic Policy, dedicated to the furtherance of the free market.23 In Britain, the Individualist Group, later the Society of Individual Freedom, chaired by Ernest Benn and composed of businessmen, lawyers and anti-statist writers, was united in its ‘desire to restore to British public life that spirit of individual liberty and responsibility which characterized its period of greatness and which is today gravely threatened’.24 In America, there was strong conservative opposition to the New Deal and wartime industrial planning. Anti-New Deal groups pointed out the similarities between the powerful tide of interventionism supported by the American government and the central-planning pushed forward by the Nazis.25 Planning and dictatorship The link between planning and dictatorship became the dominant theme of the leading critiques of collectivism published during the war years. Hayek’s extensive discussion of this link was perhaps the most profound analysis of the shortcomings of the collectivist position to come out of the 1940s. His The Road to Serfdom was a landmark publication in the war against central planning in Britain. Hayek, in dedicating the book to ‘The Socialists of all Parties’, set forth his polemic on economic planning directed at the aspiring collectivists he saw in all the political parties in Britain—Labour, Liberal and Conservative. The Road to Serfdom was intended as a populist tract on the dichotomy between human freedom and government authority.26 The central theme of the book was that all forms of socialism belonged to the same system of thought and with the same 72



the ‘rebirth of liberalism’ consequences as National Socialism and fascism. For Hayek, democratic planning was an illusion. He claimed government ownership of the means of production in democracies would, in the end, lead to coercion and dictatorship, because partial planning creates problems that to the planner appear soluble only by more extensive planning. Hayek, therefore, saw in Britain the proposals for post-war Keynesian demand management of the economy as a staging post to the complete collectivization of the economy. As he wrote, ‘Both competition and central direction become poor and inefficient tools if they are incomplete; they are alternative principles used to solve the same problem, and a mixture of the two means that neither will really work and that the result will be worse than if either system had been consistently relied upon’.27 The Road to Serfdom was thus a defence of economic freedom of the market order rather than the political freedom of the democratic order. For Hayek, a defence of capitalism was more important than that of democracy because ‘only capitalism makes democracy possible’.28 Hayek was not alone in pointing out the dangers inherent in socialism. Michael Polanyi, for instance, in his review of The Road to Serfdom, was in agreement with Hayek that ‘National Socialism was not a reaction against socialism, but an outcome of it’.29 Similarly, George Orwell expressed concern over the political unrest between 1930 and 1950 and the despotism he saw creeping over Western civilization. In many ways Hayek’s The Road to Serfdom was a precursor to Orwell’s 1945 fable, Animal Farm, about the horrors of the Marxist state. Both works were published in the heyday of collectivist enthusiasm. Orwell was thus in agreement with many of the underlying themes of The Road to Serfdom and reviewed Hayek’s book favourably. ‘In the negative part of Hayek’s thesis’, he wrote, ‘there is a great deal of truth . . . collectivism is not inherently democratic, but, on the contrary, gives rise to a tyrannical minority with such powers as the Spanish Inquisitors never dreamed of . . . Hayek is probably also right in saying that in this country (Britain) the intellectuals are more totalitarian minded than the common people’. Orwell, however, expressed concern that Hayek’s faith in ‘free’ competition would create for ‘the great mass of people a tyranny probably worse, because more irresponsible, than that of the state’.30 Competitions, Orwell pointed out, inevitably lead to dictatorship by monopoly. Free market capitalism of the kind supported by Hayek, he contended, would, in the end, lead to a return to the conditions of slump and unemployment in which the seeds of communism could germinate.31 A book that was more sympathetic to Hayek’s political leanings was Karl Popper’s The Open Society and its Enemies. There are important parallels between the backgrounds and belief-systems of Popper and Hayek. Popper, like Hayek, abandoned an early inclination towards socialism; he distinguished between different forms of rationalism; he saw human freedom and well-being as the greatest importance; and constructed a critique of the totalitarian tendencies of a planned society.32 Popper’s critique of Marxism in The Open Society was undoubtedly influenced by Hayek’s ideas and ‘the same fear of the intellectual allure of totalitarian ideology that motivated Hayek’.33 Indeed, on reading The Road to Serfdom in May 1944, Popper wrote to Hayek that: ‘When I came to the 73



rachel s. turner passage in the Preface in which you described the writing of the book as ‘a duty I must not evade’, I felt that you were driven by fundamentally the same experience which made me write my book and which made me describe it . . . as a War effort’.34 Popper maintained that the most fundamental issue after the war had ended would be a defence of the ideals of a free society against those anti-liberals from the left and the right who called them into question. Another thinker who was critical of the collectivist tendencies Western societies were adopting after the war was John Jewkes. Jewkes’s Ordeal by Planning, published later than both The Road to Serfdom and The Open Society in 1948, became one of the most celebrated critiques of planning in post-war Britain. Like Hayek and Popper, Jewkes, while admitting that he might ‘offend’ many people, considered it a ‘duty’ to expose the shortcomings of collectivism to the majority. Jewkes contended that the wartime planning system, which many wished to maintain and develop in the post-war world, condemned Britain to poverty and failure. In agreement with Hayek, Jewkes wrote: ‘At the root of our troubles lies the fallacy that the best way of ordering economic affairs is to place the responsibility for all crucial decisions in the hands of the state’.35 In the tradition of classical liberalism, Jewkes made the case for ‘the free economy; institution of private ownership of property (including ownership of the means of production); the sovereignty of the consumer; the freedom of contracts of service; independent parties; and free economic intercourse between nations’.36 The ‘mixed’ Keynesian economy of post-war Britain, Jewkes argued, was as equally destructive of these liberal principles as the centrally planned one of the Soviet Union. For Jewkes, there was no distinction between ‘good’ planning and ‘bad’ planning.37 There were remarkable similarities in the arguments put forward and the concerns raised by the anti-collectivists in the 1930s and 1940s. Neo-liberals like Hayek, however, recognized that the intellectual assault on planning needed a focus if it was to have any influence in the post-war political debate. The remaining liberals in a collectivist world, he pointed out, were intellectually isolated within their own countries. Hayek therefore saw the need for an international society for ‘liberals’, which would become the focal point of international efforts to repel the intellectual claims of collectivism and encourage what he referred to as the ‘rebirth of liberalism’.38 The Mont Pelerin Society The international meeting ground for anti-collectivists and liberal sympathizers envisioned by Hayek was established in 1947 as The Mont Pelerin Society (MPS), named after its first meeting place. The society was a culmination of the efforts made by liberal intellectuals since the 1930s to keep the flame of free market economics burning in the wilderness of collectivism. In one of classical liberalism’s darkest hours, the MPS sought, in Max Hartwell’s apt military metaphor, to ‘save the flag’ and ‘renew the attack’.39 74



the ‘rebirth of liberalism’ Intellectuals and history The campaign to revive liberalism was one that centred on the powerful role that ideas played in history. Hayek had long held a belief that the course of history and the development of the national character were largely determined by the life and death of ideas. The main source of change in history, according to Hayek, was to be found in ‘the free acceptance or rejection of ideas of the governing groups of the time’.40 It was ideas rather than interests that held sway over the course of events. Indeed, Hayek maintained that, ‘What to the contemporary observer appears as the battle of conflicting interests has indeed often been decided long before in a clash of ideas confined to narrow circles’.41 The revival of liberalism, he thus argued, would ultimately be determined by the success of liberal intellectuals in recapturing the ideological ground from the collectivists. In his essay The Intellectuals and Socialism, distributed to members of the MPS after its first meeting, Hayek explicitly compared the task of liberal thinkers to that of the Socialists in the late-nineteenth and early-twentieth-centuries. The reason why the socialists were so successful, Hayek claimed, was because they ‘regularly and successfully acted as if they fully understood the key position of the intellectuals and have directed their main efforts towards gaining the support of the “elite”’. Further, ‘it has only been the socialists who have offered anything like an explicit programme of social development, a picture of a future at which they were aiming, and a set of general principles to decisions on particular issues’.42 Hayek suggested that liberals could draw valuable lessons from the socialist example, a task that would require ‘an intense intellectual effort’. The main lesson that liberals could learn from the socialists, he argued, ‘is that it was their courage to be utopian which gained them support of the intellectuals and thereby an influence on public opinion which is daily making possible what only recently seemed utterly remote’. The task of liberal thinkers was, therefore, to construct a ‘liberal utopia’ based on the principles of free trade and freedom of opportunity, regardless of how small its prospects of early realization may be, and to challenge the present socialist one. They had to design a liberal programme to ‘appeal to the imagination’, one ‘which seems neither a mere defence of things as they are nor a diluted socialism, but a truly liberal radicalism which does not spare the susceptibilities of the mighty (including the trade unions)’.43 Addressing the MPS, Hayek stressed the extent of the task ahead: ‘we must’, he stated, ‘kindle an interest in—an understanding of—the great principles of social organization of the conditions of individual liberty as we have not known it in our life-time . . . We must raise and train an army of fighters for freedom’.44 Hayek acknowledged in a later essay that the intellectual endeavour of building a free society would be a slow process. Substantial transformations, he pointed out, needed to take place in order to create the foundations of a free society. The most important change in society would be a psychological one, ‘an alteration in the character of the people’. Hayek considered an acceptance of the political ideas of liberalism among the people as crucial in determining its long-term success as a credible ideology. Hayek, however, pointed out that even in those countries with 75



rachel s. turner liberal traditions—Britain, America, and, to a lesser extent, Germany—socialism had manifested itself so deeply in the minds of the majority that a return to liberalism would ‘necessarily be a slow affair, a process which extends not over a few years, but perhaps over one or two generations’.45 The monumental task facing the liberal intellectuals was, therefore, to resolve their differences and work together over an unspecified period of time to change the ‘climate of ideas’ and ‘make the philosophical foundations of a free society once more a living intellectual issue’.46 The founding of the Mont Pelerin Society The MPS became the focal point of this task. The efforts of neo-liberals in the first half of the twentieth-century to revive liberalism were inaugurated at the founding of the MPS in 1947. Like Marxists of an earlier time, the neo-liberals at Mont Pelerin constructed their own utopia. Liberal scholars of all nationalities were drawn together by a sense of crisis to discuss the intellectual revival of liberalism. In many ways, the idea behind the society to create an international forum for liberal intellectuals was drawn from the ill-timed Paris conference of 1938. The former president and historian of the society, Max Hartwell, states that the MPS, ‘can be best described as a voluntary association of like-minded people who have more than an ordinary attachment to the idea of a free society and a conviction that ideas ultimately determine the way in which the world is seen and the methods by which it is organised’.47 The MPS was committed to persuading intellectuals, and hence the masses and their political leaders, to change course. It was part of an ideological movement to regain a belief in the power of liberal ideas and refute those of socialism. The MPS’s intention was not to create a political orthodoxy, or to align itself with a particular political party or parties, but to facilitate discussion and an exchange of ideas between like-minded individuals in the hope of re-establishing the principles of liberal society and those of the market order. In a statement of its aims, the members of the MPS made explicit its principal objective: ‘Its object is solely, by facilitating the exchange of views among minds inspired by certain ideals and broad conceptions held in common, to contribute to the preservation and improvement of society’.48 The founding meeting of the MPS was attended by 38 individuals, almost all of whom were academics and intellectuals. Hayek took responsibility for encouraging appropriate individuals to participate in the MPS. The initial membership of the MPS by no means consisted of just classical liberals; rather it initially involved a diverse range of individuals who were broadly liberal in their views, and who were critical of collectivism. The individuals the society brought together for mutual enlightenment, included the British delegates, Lionel Robbins, John Jewkes and Michael Polanyi; the Austrian e´migre´s, Ludwig von Mises, Karl Popper, Fritz Machlup, and, of course, Hayek himself; from America, Milton Friedman, Henry Hazlitt and George Stigler; from Germany, Wilhelm Ro¨pke and Walter Eucken, and from France, Maurice Allais and Jacques Rueff.49 From such a diverse gathering of scholars and intellectuals, there was inevitably much 76



the ‘rebirth of liberalism’ intellectual disagreement at the early meetings of the MPS.50 There was no shared interpretation of the causes of liberalism’s decline or the best means by which to reverse the decline. All participants were, however, united in common agreement as to the dangers which threatened the foundations of civilized society: in increasing public intervention in economy and society, not least in the welfare state; in the power and influence of trade unions and business monopolies; and in the continuing threat and reality of inflation. There was common agreement amongst the participants of the MPS’s first meeting that the only way to safeguard liberalism was through the rule of law—a system which not only guarantees equality before the law, but also individual liberty by restricting the exercise of government powers to those determined by a permanent framework of formal laws. There was no overall agreement as to what responsibilities the government should have in determining economic policy. For Robins, the solution for stabilizing the economy was ‘to discover automatic stabilizers which will work for the system as a whole’.51 Friedman stated the need for systems that ‘are automatically active in response to stimuli’.52 Hayek, however, asked, ‘How can monetary policy be automatic, and outside the range of politics?’53 There was no universal answer amongst the participants to this question. The same was true for unemployment and welfare policies and industrial arrangements. Again without any specific agreement, the members set out their fundamental principles of a free society in a statement of the MPS’s aims on 8 April 1947, drafted by Lionel Robbins from the LSE. Hartwell comments that this statement ‘is especially interesting as a forthright statement of the concerns of liberals at that particular point in time’.54 In the statement, the emphasis was on the intellectual errors which had led to the destruction of free society. Among the most dangerous of these intellectual errors were ‘views of history which deny all absolute moral standards’ and ‘theories which question the desirability of the rule of law’.55 The future direction of a free society, Hayek claimed in an opening address to the MPS, would have to be based on ‘general principles of a liberal order’. These principles, Hayek warned, could only be realized by both ‘purging traditional liberal theory of certain accidental accretions which have become attached to it in the course of time, and facing up to some real problems which an oversimplified liberalism has shirked’.56 The remaining part of the MPS statement of aims was devoted to this very cause. The statement declared that liberals around the world, as part of ‘what is essentially an ideological movement’, must, through intellectual argument, reassert the values of liberalism: they must analyse ‘the nature of the present crisis so as to bring home to others its essential moral and economic origins’; redefine the functions of the state ‘so as to distinguish more clearly between totalitarianism and the liberal order’; re-establish and develop the rule of law ‘in such manner that individuals and groups are not in a position to encroach upon the freedom of others and private rights are not allowed to become a basis for predatory power’; establish minimum standards ‘by means not inimical to the initiative and functioning of the market’; develop methods for ‘combating the misuse of history for the furtherance of creeds hostile to liberty’; and finally, create ‘an international 77



rachel s. turner order conducive to the safeguarding of peace and liberty, and permitting the establishment of harmonious international economic relations’.57 This statement of aims, whilst not being overly specific, makes extremely clear the scale of the crisis facing liberalism and the course of action needed to redress the ideological dissemblance in the world. It is apparent from the statement that the fundamental aim of the MPS was not merely to revive liberalism as a credible creed, but also to reinvent it as a coherent philosophy for the twentiethcentury. Hayek put it bluntly, ‘The old liberal who adheres to a traditional creed merely out of tradition is not of much use for our purpose. What we need are people who have faced the arguments from the other side, who have struggled with them and fought themselves through to a position from which they can both critically meet the objection against it and justify their views’.58 ‘Mont Pelerin Liberalism’ The significance of the MPS, in terms of its actual achievements, and its contribution to the history of modern liberalism is difficult to place. Certainly the society, through its collaborative efforts, helped to initiate the rebirth of liberalism in the unfavourable climate of the post-war years. It carried forward the neo-liberal cause from the Paris conference of 1938, and kept alight the lamp of classical liberalism at a time when collectivism threatened to extinguish it. Indeed, Robert Higgs states that, ‘Its influence was probably most significant during the dark age between its founding and the mid-1970s, when classical liberal ideas came close to being suffocated by the dominance of collectivism among Western intellectuals’.59 Hayek was in no doubt as to the significance of the society. He observed later that the founding and first conference ‘constituted the rebirth of the liberal movement in Europe. Americans have done me the honour of considering the publication of The Road to Serfdom as the decisive date, but it is my conviction that the really serious endeavour among intellectuals to bring about the rehabilitation of the idea of personal freedom especially in the economic realm dates from the founding of the Mont Pelerin Society’ in 1947.60 The MPS’s influence was in the realm of ideas. Its meetings dealt with abstract ideas rather than practical policy alternatives to collectivism. Hartwell notes that it was not the original intention of the society to be politically active. He writes, ‘It never had either the organization or the resources to be a successful lobby or interest group, and, being international, it never had a national focus’. Rather the society evolved into a ‘special kind of club, an intellectual club with an ideological bias’.61 Its sole purpose was to meet to discuss and debate the preservation of a free society. The MPS was, however, more than just a simple debating club, its meeting brought together some of the most prominent liberal intellectuals in the world and it is herein that its influence lies. Hartwell explains that the MPS exerted an influence beyond its members, ‘because many of those individual members were themselves important’—such as Erhard from Germany, and later in the 1960s and 1970s, the Conservative politicians Enoch Powell, Keith Joseph and Geoffrey Howe from Britain—‘and were influenced in their decision-making on 78



the ‘rebirth of liberalism’ public issues by society decisions’. Indeed, in Britain, the ideas of the MPS had a considerable influence over the grassroots level of the Conservative Party in the 1960s and free market think-tanks such as the Institute of Economic Affairs and later Centre for Policy Studies, and in the 1970s evolved to become a central part of the New Right thinking.62 Thus, in some loose sense, the ideas and concerns expressed by the MPS participants can be said to have had some form of impact on the attitudes of politicians and the public at large and by implication policy decisions, although the line of causation is often impossible to draw.63 The MPS’s place in the history of liberalism is as equally difficult to discern. Unlike political parties, pressure groups and think-tanks, the MPS has remained an obscure and somewhat secretive organization, in which members engage in serious discussions of capitalism and the interventionist state. Certainly during the first 20 years of its existence, the society, through its important intellectual contacts, established a variant of liberalism—‘Mont Pelerin liberalism’ as Hartwell terms it—as a counter-ideology to that of collectivism. Hartwell sets out the central tenets of ‘Mont Pelerin liberalism’. Basic to this strand of liberalism and ‘its worldly realism’, he writes, ‘is respect for the individual and concern about threats to individual autonomy. To achieve and protect this liberty, Mont Pelerins emphasized the need for two institutional safeguards: the limited state and the free economy’.64 This stream of thought, expressed through think-tanks and political parties in specific national contexts, inevitably became part of the corpus of neo-liberal ideology. Conclusion Neo-liberalism, like all political ideologies, is a historically contingent ideology that can only be identified and understood by tracing its origins through time and space. This article has, therefore, explored the genesis of neo-liberalism in the first half of the twentieth-century through the ideological context within which it evolved and the intellectuals who helped to establish it as part of mainstream liberal thought. It has highlighted the enthusiasm for various forms of collectivism during the first half of the twentieth-century such as central planning, protectionism, and Keynesianism, which neo-liberals railed against. The article has identified the late-1930s and 1940s as the crucial period in which neo-liberal ideas originated—a period when socialist interventionist views were ascendant and those of liberalism were in decline throughout the Western world. Indeed, it was at this time that neo-liberalism established itself as a variant of liberal ideology driven by the constellation of threats it faced from rival political creeds to the realization of its liberal project. Neo-liberals like Hayek, Milton Friedman and Lionel Robins successfully set up a false dichotomy in their thought between collectivism and liberalism which later became the cornerstone of neo-liberal ideology. They claimed they were not just reacting to the rise of socialism, specifically National Socialism and Soviet Communism, within national economies. Also, and more significantly, they were responding to the ‘new’ interventionist variants within their own creed such as the new liberalism 79



rachel s. turner advocated by T.H. Green, L.T. Hobhouse and J.A. Hobson in Britain and American progressivism associated with Franklin D. Roosevelt’s New Deal administration. These various formulations of collectivism not only formed the context in which neo-liberalism arose, but also provided one of its key distinguishing arguments: that all forms of collectivism, even milder rationalist liberal forms, lead to dictatorship and economic catastrophe. The article has argued that the rise of neo-liberalism was not a simple revival of classical liberal ideas of free trade and the minimal state (although it may draw on these beliefs), but rather it originated as a counter-movement in reaction to the various forms of collectivism outlined earlier. Neo-liberalism developed from the enthusiasm of liberal thinkers who kept alive a belief that the future belonged to liberalism. Hayek and other neo-liberals not only distinguished themselves from other liberals, but also redefined the ideological terrain. The efforts made by neoliberals to revive and redefine liberalism as an intellectual force were inaugurated at the founding of the Mont Pelerin Society in 1947. The society played a crucial role in refurbishing and strengthening liberalism in the dark years after the Second World War. It acted as an international meeting ground for scholars, intellectuals, and politicians of a liberal persuasion to exchange ideas and redirect the future course of liberal ideology. Whilst Mont Pelerians made it explicit that it was not their intention to create a new political orthodoxy, the society’s network became an important source of ideas and inspiration in the construction of the Social Market Economy in Germany in the 1950s, and the New Right in Anglo-America in the 1970s and 1980s. Acknowledgements I would like to thank Andrew Gamble and Philip Catney and two anonymous referees for their comments and suggestions on an earlier draft of this article. The Economic and Social Research Council generously funded my place on the programme of study for which this research was originally carried out.
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