






































































































































































































































































































































































































































































































































































































































284 Democracy-The God That Failed 

Further implications of this fundamental contrast between insurers 
as contractual versus states as noncontractUal providers of security de­
serve special attention. 

Because they are not subject to and bound by contracts, states typi­
cally outlaw the ownership of weapons by their "clients," thus increas­
ing their own security at the expense of rendering their alleged clients 
defenseless. In contrast, no voluntary buyer of protection insurance 
would agree to a contract that required him to surrender his right to 
self-defense and be unarmed or otherwise defenseless. To the contrary, 

A person is considered represented if he votes, but also if he does not vote. He is 
considered represented if the candidate he has voted for is elected, but also if another 
candidate is elected. He is represented, whether the candidate he voted or did not 
vote for does or does not do what he wished him to do. And he is considered 
politically represented, whether "his" representative will find majority support 
among all elected representatives or not. "In truth," as Lysander Spooner has 
pointed out, 

voting is not to be taken as proof of consent. ... On the contrary, it is to be 
considered that, without his consent having even been asked a man finds 
himself environed by a government that he cannot resist; a government 
that forces him to pay money, render service, and forego the exercise of 
many of his natural rights, under peril of weighty punishments. He sees, 
too, that other men practice this tyranny over him by use of the ballot. He 
sees further, that, if he will but use the ballot himself, he has some chance 
of relieving himself from this tyranny of others, by subjecting them to his 
own. In short, he finds himself, without his consent, so situated that, if he 
uses the ballot, he may become a master, if he does not use it, he must 
become a slave. And he has no other alternative than these two. In 
self-defense, he attempts the former. His case is analogous to that of a 
man who has been forced into battle, where he must either kill others, or 
be killed himself. Because, to save his own life in battle, a man attempts 
to take the lives of his opponents, it is not to be inferred that the battle is 
one ofrus own choosing. (p. 15) ... [Consequently, the elected govern­
ment officials] are neither our servants, agents, attorneys, nor repre­
sentatives ... [for] we do not make ourselves responsible for their acts. 
If a man is my servant, agent, or attorney, I necessarily make myself 
responsible for all his acts done within the limits of the power that I have 
entrusted to him. If I have entrusted him, as my agent, with either 
absolute power, or any power at all, over the persons or properties of 
other men than myself, I thereby necessarily make myself responsible to 
those other persons for any injuries he may do them, so long as he acts 
within the limits of the power I have granted him. But no individual who 
may be injured in his person or property, by acts of Congress, can come to 
the individual electors, and hold them responsible for these acts of their 
so-called agents or representatives. This fact proves that these pretended 
agents of the people, of everybody, are really the agents of nobody. (No 
Treason, p. 29) 
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insurance agencies would encourage the ownership of guns and other 
protective devices among their clients by means of selective price cuts, 
because the better the private protection of their clients, the lower the 
insurers' protection and indemnification costs will be. 

Moreover, because they operate in a contractual void and are inde­
pendent of voluntary payment, states arbitrarily define and redefine 
what is and what is not a punishable "aggression" and what does and 
does not require compensation. By imposing a proportional or progres­
sive income tax and redistributing income from the rich to the poor, for 
instance, states in effect define the rich as aggressors and the poor as 
their victims. (Otherwise, if the rich were not aggressors and the poor not 
their victims, how could taking something from the former and giving it 
to the latter be justified?) Or by passing affirmative action laws, states 
effectively define whites and males as aggressors and blacks and 
women as their victims. For insurance agencies, any such business con­
duct would be impossible for two fundamental reasons.25 

First, every insurance involves the pooling of particular risks into 
risk classes. It implies that to some of the insured more will be paid out 
than what they paid in, and to others less. However, and this is decisive, 
no one knows in advance who the "winners" and who the "losers" will 
be. Winners and losers-and any income redistribution among 
them-will be randomly distributed. Otherwise, if winners and losers 
could be systematically predicted, losers would not want to pool their 
risk with winners but only with other losers because this would lower 
their insurance premium. 

Second, it is not possible to insure oneself against any conceivable 
llrisk." Rather, it is only possible to insure oneself against "acci<;ients," 
i.e., risks over whose outcome the insured has no control whatsoever 
and to which he contributes nothing. Thus, it is possible to insure oneself 
against the risk of death or fire, for instance, but it is not possible to 
insure oneself against the risk of committing suicide or setting one's 
own house on fire. Similarly, it is impossible to insure oneself against the 
risk of business failure, of unemployment, of not becoming rich, of not 
feeling like getting up and out of bed in the morning, or of disliking 

250n the "logic" of insurance see Ludwig von Mises, Human Action: A Treatise on 
Economics, Scholar's Edition (Auburn, Ala.: Ludwig von Miseslnstitute, 1998), chap. 
6; Murray N. Rothbard, Man, Economy, and Stafe, 2 vols. (Auburn, Ala.: Ludwig von 
Mises Institute, 1993), pp. 498ff.; Hans-Hermann Hoppe, "On Certainty and Uncer­
tainty, Or: How Rational Can Our Expectations Be?" Reviewal Austrian Economics 10, 
no. 1 (1997). 
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one's neighbors, fellows or superiors, because in each of these cases one 
has either full or partial control over the event in question. That is, an 
individual can affect the likelihood of the risk. By their very nature, the 
avoidance of risks such as these falls into the realm of individual respon­
sibility, and any agency that undertook their insurance would be slated 
for immediate bankruptcy. Most significantly for the subject under 
discussion, the uninsurability of individual actions and sentiments (in 
contradistinction to accidents) implies that it is also impossible to in­
sure oneself against the risk of damages which are the result of one's 
prior aggression or provocation. Rather, every insurer must restrict the 
actions of its clients so as to exclude all aggression and provocation on 
their part. That is, any insurance against social disasters such as crime 
must be contingent on the insured submitting themselves to specified 
norms of nonaggressive-civilized-conduct. 

Accordingly, while states as monopolistic protectors can engage in 
redistributive policies benefiting one group of people at the expense of 
another, and while as tax-supported agencies they can even "insure" 
uninsurable risks and protect provocateurs and aggressors, voluntarily 
funded insurers would be systematically prevented from doing any 
such thing. Competition among insurers would preclude any form of 
income and wealth redistribution among various groups of insured, for 
a company engaging in such practices would lose clients to others r~ 
fraining from them. Rather, every client would pay exclusively for his 
own risk, respectively that of people with the same (homogeneous) risk­
exposure as he faces.26 Nor would voluntarily funded insurers be able to 
"protect" any person from the consequences of his own erroneous, fool­
ish, risky, or aggressive conduct or sentiment. Competition between insur­
ers would instead systematically encourage individual responsibility, 
and any known provocateur and aggressor would be excluded as a bad 

26In being compelled, on the one hand, to place individuals with the same or 
similar risk-exposure into the same risk group and to charge each of them the same 
price per insured value; and in being compelled, on the other hand, to distinguish 
accurately between various classes of individuals with objectively (factually) differ­
ent group risks and to charge a different price per insured value for members of 
different risk groups (with the price differentials accurately reflecting the degree of 
heterogeneity between the members of such different groups), insurance companies 
would systematically promote the above-mentioned natural human tendency (see 
note 2 above) of "like people" to associate and to discriminate against and physically 
separate themselves from "unlikes." On the tendency of states to break up and 
destroy homogeneous groups and associations through a policy of forced integra­
tion see chaps. 7, 9, and 10. 
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insurance risk from any insurance coverage whatsoever and be ren­
dered an economically isolated, weak, and vulnerable outcast. 

Finally, with regard to foreign relations, because states can external­
ize the costs of their own actions onto hapless taxpayers, they are perma­
nently prone to becoming aggressors and warmongers. Accordingly, 
they tend to fund and develop weapons of aggression and mass destruc­
tion. In distinct contrast, insurers will be prevented from engaging in 
any form of external aggression because any aggression is costly and 
requires higher insurance premiums, implying the loss of clients to 
other, nonaggressive competitors. Insurers will engage exclusively in 
defensive violence and instead of acquiring weapons of aggression and 
mass destruction, they will tend to invest in the development of weap­
ons of defense and of targeted retaliation.27 

V 

Even though all of this is clear, how can we ever succeed in imple­
menting such a fundamental constitutional reform? Insurance agencies 
are presently restricted by countless regulations which prevent them 
from doing what they could and naturally would do. How can they be 
freed from these regulations? 

Essentially, the answer to this question is the same as that given by 
the American revolutionaries more than two-hundred years ago: 
through the creation of free territories and by means of secession. 

In fact today under democratic conditions this answer is even truer 
than it was in the days of kings. For then, under monarchical conditions, 
the advocates of an antistatist liberal-libertarian social revolution still 
had an option that has since been lost. Liberal-libertarians in the old 
days could-and frequently did-believe in the possibility of simply 
converting the king to their view, thereby initiating a "revolution from 
the top." No mass support was necessary for this-just the insight of an 
enlightened prince.28 However realistic this might have been then, to­
day this top-down strategy of social revolution would be impossible. 
Not only are political leaders selected nowadays according to their 
demagogic talents and proven record as habitual immoralists, as has 
been explained above; consequently, the chance of converting them to 
liberal-libertarian views must be considered even lower than that of 

27See a1so chap.12i and Tannehill and Tannehill, The Market for Liberty, chaps.H, 
13, and 14. 

2Bsee on this Murray N. Rothbard, "Concepts of the Role ofIntellectuals in Social 
Change Toward Laissez-Faire," Journal o/Libertarian Studies 9, no. 2 (1990). 
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converting a king who simply inherited his position. Moreover, the 
state's protection monopoly is now considered public rather than pri­
vate property, and government rule is no longer tied to a particular 
individual but to specified functions exercised by anonymous function­
aries. Hence, the one-or-few-men-conversion strategy can no longer 
work. It does not matter if one converts a few top government offi­
cials-the president and some leading senators or judges, for in­
stance-because within the rules of democratic government no single 
individual has the power to abdicate the government's monopoly of 
protection. Kings had this power, but presidents do not. The president 
can resign from his position, of course, only to have it taken over by 
someone else. He cannot dissolve the governmental protection monop­
oly because according to the rules of democracy, lithe people," not their 
elected representatives, are considered the "owners" of government. 

Thus, rather than by means of a top-down reform, und~r the current 
conditions one's strategy must be one of a bottom-up revolution. At first, 
the realization of this insight would seem to make the task of a liberal­
libertarian social revolution impossible. For does this not imply that one 
would have to persuade a majority of the public to vote for the abolition 
of democracy and an end to all taxes and legislation? And is this not 
sheer fantasy, given that the masses are always dull and indolent, and 
even more so given that democracy, as explained above, promotes moral 
and intellectual degeneration? How in the world can anyone expect that 
a majority of an increasingly degenerate people accustomed to the 
"right" to vote should ever voluntarily renounce the opportunity of 
looting other people's property? Put this way, one must admit that the 
prospect of a social revolution must indeed be regarded as virtually nil. 
Rather, it is only on second thought, upon regarding secession as an 
integral part of any bottom-up strategy, that the task of a liberal-libertar­
ian revolution appears less than impossible, even if it still remains a 
daunting one. 

How does secession fit into a bottom-up strategy of social revolu­
tion? More importantly, how can a secessionist movement escape the 
Southern Confederacy's fate of being crushed by a tyrannical and dan­
gerously armed central government? 

In response to these questions it is first necessary to remember that 
neither the original American Revolution nor the American Constitu­
tion were the result of the will of the majority of the population. A third 
of the American colonists were actually Tories, and another third was 
occupied with daily routines and did not care either way. No more than a 
third of the colonists wer~ actually committed to and supportive of the 
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revolution, yet they carried the day. And as far as the Constitution is 
concerned, the overwhelming majority of the American public was op­
posed to its adoption, and its ratification represented more of a coup 
'd'etat by a tiny minority than the general will. All revolutions, whether 
good or bad, are started by minorities; and the secessionist route toward 
social revolution, which necessarily involves the breaking-away of a 
smaller number of people from a larger one, takes explicit cognizance of 
this important fact. 

Second, it is necessary to recognize that the ultimate power of every 
government-whether of kings or caretakers-rests solely on opinion 
and not on physical force. The agents of government are never more 
than a small proportion of the total popUlation under their control. This 
implies that no government can pOSSibly enforce its will upon the entire 
population unless it finds widespread support and voluntary coopera­
tion within the nongovernmental public. It implies likewise that every 
government can be brought down by a mere change in public opinion, 
i.e., by the withdrawal of the public's consent and cooperation.29 And 
while it is undeniably true that after more than two centuries of democ­
racy the American public has become so degenerate, morally and intel­
lectually, that any such withdrawal must be considered impossible on a 
nationwide scale, it would not seem insurmountably difficult to win a 
secessionist-minded majority in sufficiently small districts or regions of 
the country. In fact, given an energetic minority of intellectual elites 
inspired by the vision of a free society in which law and order is pro­
vided by competitive insurers, and given furthermore that-certainly 
in the U.S., which owes its very existence to a secessionist act-seces­
sion is still held to be legitimate and in accordance with the 1/ original" 

290n the fundamental importance of public opinion for government power see 
Etienne de la Boetie, The Politics of Obedience: The Discourse of Voluntary Servitude 
(New York: Free Life Editions, 1975), with an introduction by Murray N. Rothbard; 
David Hume,"On the First Princ:iplesofGovernment," in idem, Essays: Moral, Politi­
cal and Literary (Oxford: Oxford University Press, 1971); Mises, HU7Mn Action, chap. 
9, sect. 3. Mises there (p.189) notes: 

He who wants to apply violence needs the voluntary cooperation of 
some people .... The tyrant must have a retinue of partisans who obey 
his orders of their own accord. Their spontaneous obedience provides 
him with the apparatus he needs for the conquest of other people. 
Whether or not he succeeds in making his sway last depends on the 
numerical relation of the groups, those who support him voluntarily and 
those whom he beats into submission. Though a tyrant may temporarily 
rule through a minority if this minority is armed and the majority is not, 
in the long run a minority cannot keep a majority in subservience. 
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democratic ideal of self-determination (rather than majority rule)30 by a 
substantial number of people, there seems to be nothing unrealistic 
about assuming that such secessionist majorities exist or can be created 
at hundreds of locations all over the country. In fact, under the rather 
realistic assumption that the U.S. central government as well as the so­
cial-democratic states of the West in general are bound for economic 
bankruptcy (much like the socialist peoples' democracies of the East 
collapsed economically some ten years ago), present tendencies toward 
political disintegration will likely be strengthened in the future. Accord­
ingly, the number of potential secessionist regions will continue to rise, 
even beyond its current level. 

Finally, the insight into the widespread and growing secessionist 
potential also permits an answer to the last question regarding the dan­
gers of a central government crackdown. 

While it is important in this regard that the memory of the secession­
ist past of the u.s. be kept alive, it is even more important for the success 
of a liberal-libertarian revolution to avoid the mistakes of the second 
failed attempt at secession. Fortunately, the issue of slavery, which com­
plicated and obscured the situation in 1861,31 has been resolved. How­
ever, another important lesson must be learned by comparing the failed 
second American experiment with secession to the successful first one. 

The first American secession was facilitated significantly by the fact 
that at the center of power in Britain, public opinion concerning the 
secessionists was hardly unified. In fact, many prominent British figures 
such as Edmund Burke and Adam Smith, for instance, openly sympa­
thized with the secessionists. Apart from purely ideological reasons, 

30See on this "old" liberal conception of democracy, for instance, Mises, Uberal­
ism: In the Classical Tradition (Irvington-on-Hudson, N.Y.: Foundation for Economic 
Education, 1985). "The right to self-determination in regard to the question of mem­
bership in a state," writes Mises, 

thus means: whenever the inhabitants of a particular territory, whether it 
be a single village, a whole district, or a series of adjacent districts, make 
it known, by a freely conducted plebiscite, that they no longer wish to 
remain united to the state to which they belong at the time, but wish 
either to form an independent state or to attach themselves to some other 
state, their wishes are to be respected and complied with. This is the only 
feasible and effective way of preventing revolutions and civil and inter­
national wars. (p.109) 

31Por a careful analysis of the issues involved in the War of Southern Inde­
pendence see Thomas J. DiLorenzo, liThe Great Centralizer. Abraham Lincoln and 
the War Between the States," Independent Review 3, no. 2 (1998). 
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which rarely affect more than a handful of philosophical minds, this lack 
of a unified opposition to the American secessionists in British public 
opinion can be attributed to two complementary factors. On the one 
hand, a multitude of regional and cultural-religious affiliations as well 
as of personal and family ties between Britain and the American colo­
nists existed. On the other hand, the American events were considered 
far from home and the potential loss of the colonies as economically 
insignificant. In both regards, the situation in 1861 was distinctly dif­
ferent. To be sure, at the center of political power, which had shifted to 
the northern states of the u.s. by then, opposition to the secessionist 
Southern Confederacy was not unified, and the Confederate cause also 
had supporters in the North. However, fewer cultural bonds and kin­
ship ties existed between the American North and South than had ex­
isted between Britain and the American colonists, and the secession of 
the Southern Confederacy involved about half the territory and a third 
of the entire population of the U.S. and thus struck Northerners as close 
to home and as a significant economic loss. Therefore, it was compara­
tively easier for the northern power elite to mold a unified front of "pro­
gressive" Yankee culture versus a culturally backward and "reactionary" 
Dixieland. 

In light of these considerations, then, it appears strategically advis­
able not to attempt again what in 1861 failed so painfully: for contiguous 
states or even the entire South trying to break away from the tyranny of 
Washington, D.C. Rather, a modern liberal-libertarian strategy of seces­
sion should take its cues from the European Middle Ages when, from 
about the twelfth until well into the seventeenth century (with the emer­
gence of the modem central state), Europe was characterized by the 
existence of hundreds of free and independent cities, interspersed into a 
predominantly feudal social structure.32 By choosing this model and 
striving to create a U.S. punctuated by a large and increasing number of 
territorially disconnected free cities-a multitude of Hong Kongs, Sin­
gapores, Monacos, and Liechtensteins strewn out over the entire conti­
nent-two otherwise unattainable but central objectives can be 
accomplished. First, besides recognizing the fact that the liberal-libertar­
ian potential is distributed highly unevenly across the country, such a 
strategy of piecemeal withdrawal renders secession less threatening 

320n the importance of the free cities of medieval Europe on the subsequent 
development of the uniquely European tradition of (classical) liberalism see Cities 
and The Rise of States in Europe, A.D. 1000 to 1800, Charles TIlly and Wim P. Block­
mans,eds. (Boulder, Colo.: Westview Press, 1994). 
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politically, socially and economically. Second, by pursuing this strategy 
simultaneously at a great number of locations allover the country, it 
becomes exceedingly difficult for the central state to create a unified 
opposition in public opinion to the secessionists which would secure the 
level of popular support and voluntary cooperation necessary for a suc­
cessful crackdown.33 

If and only if we succeed in this endeavor, if we then proceed to 
return all public property into appropriate private hands and adopt a 
new "constitution" which declares all taxation and legislation hence­
forth unlawful, and if we then finally allow insurance agencies to do 
what they are destined to do, can we truly be proud again and will 
America be justified in claiming to provide an example to the rest of the 
world. 

33the danger of a government crackdown is greatest during the initial stage of 
this secessionist scenario, i.e., while the number of free city territories is still small. 
Hence, during this phase it is advisable to avoid any direct confrontation with the 
central government. Rather than renouncing its legitimacy altogether, it would 
seem prudent, for instance, to guarantee the government's "property" of federal 
buildings, etc., within the free territory, and "only" deny its right to future taxation 
and legislation concerning anyone and anything within this territory. Provided that 
this is done with the appropriate diplomatic tact and given the necessity of a sub­
stantiallevel of support in public opinion, it is difficult to imagine how the central 
government would dare to invade a territory and crush a group of people who had 
committed no other sin than trying to mind their own business. Subsequently, once 
the number of secessionist territories has reached a critical mass-and every success 
in one location promoted imitation by other localities-the difficulties of crushing 
the secessionists will increase exponentially, and the central government would 
quickly be rendered impotent and implode under its own weight. 
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