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THE CASE AGAINST
T-BILLS And Other
Thoughts On Theft

by John A. Pugsley
Underlying all economic systems, and permeating all economic

questions, whether they are about the value of assets, or political
programs to foster economic change, is the fundamental question
of the nature of exchange of transact¡ons-to wit: is any particular
exchange of property voluntary or involuntary? The importance of
this question to the individual should not be underestimated. The
solution to virtually all social problems can be derived from this
starting point. The entire "science" of economics is built around it.
And the monetary prptiiems of this country, which lead to the in-
vestment problems you have as an individual, all originate because
individuals fail to ask this question.

Let us begin by establishing a definition of theft. I define theft as
any involuntary transfer of property from its owner to someone
else. While this definition is quite clear, understanding its implica-
tions requires some examples. Consider the following situations.
When Is Theft Not Theft?

Responding to a Knock at your Iront door, you open it to find a
stranger standing there pointing a pistol at you. Me demands
money. ISe¡ng of sound mind, you give him what you have.

Your property has been taken from you without your voluntary
consent, and therefore this would be an act of theft by our defini-
tion.

Suppose that you later find out that the individual who demand-
ed your money used it to satisfy an essential need-let's say he was
hungry and he used the money to buy food. Does the fact that he
needed the food mean that the act of taking money from you was
not an act of theft? In other words, is there any need he might have
for the money that would convert his act from theft to something
else? no, by definition, it was still stealing.

Suppose that you find out that the culprit used the money to,
satisfy an essential need of someone else-let's say his daughter was
ill and needed the money for medicine. Does this change the
nature of the act from theft to not theft? In other words, is there
any need someone else might have that would change your opinion
of the act and make it not an act of theft?

Suppose that you find that the man with the gun was not acting
by himself, but instead had been hired by a group of people to take
your money. Would the fact that they had hired him transform his
act from theft into something else? Is it possible that the number of
people who were involved in hiring him has a significance? If ten
people met and decided to hire him to take your money, would that
change what we called his act? Mow about 10,000?

What if 10,000 people met and hired the gunman, and they used
the money to buy medicine for someone's ailing child? Would the
fact that so many people were involved, coupled with the fact that
the money was used for a "good" cause make a difference ¡n how
the act was defined? What if the people who took your money
without your consent decided to buy something with the money
that they could all enjoy (perhaps a nice color TV set), and they
allowed you to occasionally come and watch it. Would the fact that
you could participate ¡n the use of the goods for which your money
was taken make the act not an act of theft?

The conclusion that most people would come to in considering
these questions is that no matter what the money is used for, and
no matter how many people consent to taking it from you by force,

and no matter who else needs the money, it is an act of theft if the
owner of the property-you-do not voluntarily (and that means
without any kind of threat) consent to part with it.
By Definition, Taxation is Theft

Mow does the IKS agent who collects our taxes differ from the
gunman? Me does not. You are forced to pay under threat of im-
prisonment (the gun). Your money is taken without your voluntary
consent. It is used by other people who claim that their need is a
just demand on your property. The process is justified because J
group of people (voters) decide as a group that you should be rob-
bed and that the money should be used for whatever purposes they
deem proper.

The next objection that is normally raised is that even though we
might define taxation as theft, it is still necessary and proper in
order to insure that the "needs" of society for government services
are fulfilled. I have answered this a number of times before, so I
won't attempt to refute this premise in any great detail at this
point. Let me just throw out a couple of thoughts for your con-
templation.

First, I reject the idea there is some real, definable entity out
there called "society." There are only individuals. Only individuals
live, think, and act. Groups do not think or act. So if property is be
ing transferred, it is always being transferred from one individual
to another individual. Consequently, we are back to the Key ques-
tion, does one individuals need constitute a just and rational claim
on the property of another?

Will The Means Fit The Ends?
There is no moral question involved here. It is a matter ol ends. II

the end objective of a social system is to provide the safest environ-
ment for the individual members, and is to result ¡n the highest
average standard of living for those individuals, then I can easily
prove that any form of theft would be wrong. Every successful act
of theft, no matter how large or small, diminishes the total produc-
tion of the members of society ¡n that it reduces the incentive of the
recipient of the plunder to be productive. It also results ¡n the diver-
sion of labor away from consumable goods to the production of
defensive goods, such as locks, fences, alarm systems, police
forces, etc.

A social system based on theft, whether it's called taxation or
anything else, cannot promote the highest standard of living for
the individuals in that society. In fact, the higher the degree ol
theft, the lower the standard of living. The reason that Russians
suffer a lower standard of living than Frenchmen is that the Rus-
sian social system confiscates more property from individuals than
does the French system. The reason the average Swiss has a higher
standard of living than the average Frenchman is because the
Swiss system is less conf¡scatory than the French. Taxation-
whether ¡n the form of direct taxes, regulation, or inflation-varies
¡n intensity from nation to nation. The result, however, is ¡dent¡cal-
the greater the involuntary transfer of property, the lower the stan-
dard of living.
Voluntary Citizenship?

I recently received the following letter from a reader who feels
that perhaps taxation is not theft. The reasoning is based on
another factor: citizenship.

Since I began reading your thoughts in 1975 I have
believed that taxation is theft-"removal of one's wealth
with a threat of force." Recently I confronted a line of
logic which makes me question that basic premise.

Each of us who is born ¡n this country is offered
citizenship. We may either accept it or we may reject it.
If we accept it we do so with conditions attached,
namely that we agree to abide by the laws of the land.
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We're All Inside Traders
by Carl Watner

Events on Wall Street during the last year and a half have includ-
ed the prosecution of several "inside traders. " In June 1986, Den-
nis Lcvine pleaded guilty to four felony charges and settled insider
trading charges for $ I 1.6 million. In November 1986, Ivan Boesky
agreed to pay a $ 100 million penalty for trading on insider infor-
mation that had previously been furnished him by Mr. Levine. In
February 1987, three top Wall St. officials (of Goldman Sachs, r\¡cl-
der Peabody, and Merrill Lynch) were arrested and charged with an
information swapping conspiracy that allegedly made millions.

Although insider trading is regulated by the Securities and Ex-
change Commission (under rule 10B-5 and Section 10-Bof the 1934
Securities and Exchange Act) both the Commission and Congress
have left its definition to the courts. The judiciary has generally
declared that insider trading is theft or breach of trust ir. trading
on "material, non-public information." In other words, it is viewed
as a breach of fiduciary duty. For example, when the executives of
Texas Gulf Sulphur bought stock from their own shareholders
before announcing discovery of a new mineral deposit, they were
successfully prosecuted for trading on information which was not
yet "public." Classic insider fraud occurs when an investment
banker, such as Levine, obtains information through the con-
lidence ol a client and then uses it h¡msell or sells it to someone
else, such as Boesky, who then trades on it at the expense ol the
client.

The SEC has extended this concept ol fiduciary duty to include
those bankers, lawyers, accountants, and others who generally
have legitimate access to inside, non-public information for limited
purposes, however, as a result of the Supreme Court decision in
Chiarella vs. the United States, the SEC formulated Rule 14E-3,
which broadens the concept to encompass those who have no
direct responsibility to corporate shareholders. In the Chiarella
case, a printer traded on what he had learned by looking at tender
documents that his company was given to print, but the Supreme
Court decided that he had no fiduciary duty and hence was not an
insider.

In another more recent case, the SEC is prosecuting Ross W¡nans,
a WALL ST. JOURNAL reporter who leaked information on the com-
panies that were to appear in his "Heard on the Street" column. The
Winans case, which has not yet been resolved, points up one of the
difficulties of defining insider trading: what is "public" and what is
non-public" information? In fact, officials at the SEC argue

against a clearer definition of insider trading because they think a
more explicit definition would invite more of it. "Says Bev¡s
Longstreth, a former SEC commissioner: It's like trying to define
fraud. As soon as you pin it down to something precise, someone
who wants to commit fraud will simply find a way outside that line
where he can commit fraud with impunity." In the Winans case, it is
not clear at all that the SEC will win their prosecution. While it may
be argued that Winans violated his employer s trust and acted
unethically, his actions may not be unlawful because he was
already dealing with information heard on the street." Such infor-
mation was already public and hence, was not inside information.

One of the main problems in dealing with insider trading is the
lack of a clear delineation of rights of ownership in the information

that is being dealt with. On the one hand, one of the prosecutors in
the US Attorney's Office in New York City argues that insider
trading is theft," pure and simple. The insiders are "thieves. They
steal information and then they fence it. It's no different than if
they were stealing ice skates." According to this theory, the in-
siders are stealing from the shareholders oØÊhe corporations for
whom they work. Presumably the rights to the insider information
belong to the corporation at the time it is obtained. On the other
hand, it could easily be argued that none of the insiders has ever
signed an employment contract foreswearing that they will not take
advantage of or benefit from inside information. Hence, the infor-
mation belongs to the party who creates or discovers it. Although
such information is normally created in the course of employment1

with the corporation, customary practice has not yet defined who
owns it or if a party (such as the printer) rightfully owes any sort of
duty to the corporation not to benefit from it.

What happens when such trading does occur? In the case of many
recent mergers and acquisitions, insiders have been able to buy
stocks at current prices and then sell the same stock at much
higher prices after the merger or acquisition has been publicly an-
nounced. This made Boesky millions of dollars. Insider trading,
however, is not limited to taking advantage of good news. Insiders
might just as well profit from bad news, by shorting the
market(selling the shares before, they go down in price as a reaction
to the unfavorable news, and then repurchasing the same shares at
a lower price, thus capturing the profit involved on the bearish
news).

The main economic question raised by insider trading is whether
or not the stock market is best served by allocating profits random-
ly, somewhat like a lottery," or by allowing insiders to benefit
froiìi their superior information gathering capabilities." Another
question to be determined is whether or not anyone should benefit
from insider trading profits. If the inside traders themselves agree
not to benefit personally, does this mean that they may not trade
lor the account of the corporation itself? If one argues that insider
information is owned by the shareholders (i.e., the corporation)
then is the corporation itself having its property rights violated by
not being able to trade on its own account?

Essentially, the inside trader is an entrepreneur who helps the
stock market move closer and faster towards a stock price which
reflects new conditions. The insider acts just like any other market
participant who takes advantage of newly discovered or created
possibilities. As Austrian economists Walter Block and Israel r\ir/.̄
ner have pointed out, "Profits are earned by entrepreneurs who sec
and seize opportunities which are not readily apparent to other
people." The insider, like all other entrepreneurs, takes advantage
ol the ignorance ol other people but his prol¡ts are not made at
their expense. It is simply the function ol the entrepreneur, qua en-
trepreneur, to see to it that "mutually beneficial opportunities for
trade are not bypassed."

fraud aside, all insider trading transactions are strictly volun-
tary. The people with whom the inside trader deals are free to ac-
cept or reject his offers to buy or sell stock. If they accept, it is only
because they feel they benefit from trading with him. They may
ultimately rue their decision, but this does not alter the fact that at
the time they traded, they anticipated profiting from their transac-
tion with him.

Some students of inside trading have claimed that insiders have
taken the prospect of stock market profits via insider trading into
the formulation of their employment contracts. Thus it is possible
that they may accept a smaller salary in exchange for trading on
the exclusive information generated by their inside position.
Whether this is true or not is somewhat besides the point. What
shareholders and corporate executives need to do is clear the mud-
dy waters of insider trading by more clearly defining property
rights in information. There is clearly nothing wrong if a corpora-
tion owns the information and decides to exchange it with an ex-
ecutive in return for a lower salary.

The case of fraud enters when there is some explicit agreement
that the transaction is not based on inside information. Such an
agreement could come about in at least two ways. First, executives
or the corporate entities for which they work could state that their
shares and the transactions which they enter into would not be
traded on the basis of inside information. This would protect the
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"And Every Man Did What
Was Right In His Own
Eyes"* Voluntaryism in
the Old Testament

by Carl Watner
The early Celts and their Brehon laws (which were committed to

writing in the late Seventh and early Eighth Centuries A.D.), and the
experiences of medieval Iceland (from the Tenth to the Thirteenth
Centuries A.D.) are commonly referred to as the earliest examples
of the libertarian or¡etited societies. In my own writings, I have trac-
ed the radical libertarian tradition as far back as the English
Levellers (mid-1 7th Century) and have illustrated how their con-
cern with self-proprietorship led them to formulate and advocate a
proprietary theory of justice. Plow, my exposure to Freedom School
and the ideas of Kevin and Patricia Cullinane has uncovered an
episode in social history which pre-dates these early non-State
societies. Some ten or more centuries before Christ, the Twelve
Tribes of Israel, in the Sinai Desert, were practicing societal-wide
voluntaryism. In fact, the "judge" Samuel predicted their fall from
grace should they substitute the State for the rules set out by
Moses. Thus it is important to consider some of the early history of
the Hebrews, how did they live for two centuries without a State
and what happened when they finally accepted a king? How consis-
tent were the rules they lived by (the Ten Commandments) with
libertarian ideas?

In this paper, we will be concerned with the social and political
history oí the early Jewish tribes, rather than with their religious
bel¡els and rituals. However, in many cases it will be found that
their religion, their cosmology, their views on natural law, set the
stage for the rules by which they lived; but our purpose here is to
look at what their rules for social living were and to determine if
they led towards a proprietary theory of justice. Why the Hebrews
accepted these rules will be beyond the scope of this discussion.
The main focus will be to identify what was probably the earliest ex-
ample of a functional voluntary¡st society.

According to their own scriptural history, the Jewish people, or
the Children of Israel, began with the migration of their patriarch,
Abraham, to Palestine sometime around 2000 B.C.. Abraham and
his son, Isaac, and grandson, Jacob, tended flocks and worshipped
a god they called Yahweh. They grew prosperous and powerful
through their alliances with the local Canaan¡tes. One of Jacob s
sons, Joseph, was sold into Egypt," where he eventually became
the vizier of the Pharoah. This took place sometime around 1700
b̄ .C. When prolonged drought followed by famine struck the land of
Canaan, Joseph was able to take advantage of his political position
in Egypt and befriended his brothers and father when they
emigrated to Egypt. Several generations of the descendants of
Jacob in Egypt were enslaved by a subsequent Pharoah, "wtío knew
not Joseph." The Jews were forced to toil on "public works," until
led out of bondage by Moses around 1300 to 1280 B.C. Moses
taught them to obey and worship Yahweh, and was one of the best
insurgent leaders the world has ever seen. It was during the forty
years in the wilderness of the Sinai desert that the Ten Command-
ments were formulated, giving the Jews the guidelines they needed
to live successfuly as free men.

According to Hebrew tradition, the Ten Commandments were
delivered by Qod to Moses on Mt. Sinai and came into being
sometime around 1300 B.C. They are probably Judaism's greatest
contribution to human civilization, since history has repeatedly
shown that their violation brings disaster not only to the in-
dividual, but to societies as a whole which ignore them. Though
there may be no single answer to the question "Why have the Jews
survived for thousands of years?", their faithful adherence to the
Ten Commandments may certainly be one reason for their con-
tinuous existence as a people.

In their original form, the Ten Commandments probably con-
sisted of very short sentences preceded by the negative command,

and even the two exceptions (the sabbath command and the corn
maud to honor parents) were most likely originally stated in the
negative. The Ten Commandments are lound at two places in the
Old Testament (Exodus 20:2 and Deuteronomy 5:6) but a short,
primitive form of the Ten Commandments (circa 100 A.D.) will
serve to illustrate its basic message:
I am the Lord thy Qod:

1. Thou shalt have no other gods.
2. Thou shalt not make thee idols.
3. Thou shalt not take the Lord's name in vain.
4. Kemember the Sabbath, to keep it holy.
5. Thou shalt honor thy father and mother.
6. Thou shalt not Kill.
7. Thou shalt not commit adultery.
8. Thou shalt not steal.
9. Thou shalt not bear false witness.

10. Thou shalt not covet thy neighbor's house.
Although several of the commandments may be regarded as

rel¡gioulsy oriented and were addressed to individuals as part of a
religious group to promote community solidarity and preservation,
the main message of the Ten Commandments is moral. They im-
pose five negative duties on every individual. The Ten Command-
ments convey a strong sense of individual liberty based on the
right to be let alone." They also impose on each person the respon-
sibility of self-control for one's actions and forbid all coercive in
terference with ones neighbor or another's property. The three
essentials of community living are singled out for protection: lile,
marriage, and property. They are safeguarded by the Command
ments condemning homicide, adultery, and theft. Although the
Ten Commandments were formulated for a society in which human
slavery was accepted, early Hebrew law emphasized respect lor
both property rights and a respect for fellow humans as persons.
This was why Jewish slavery was comparable to indentured ser-
vitude. The Jews never forgot that they were at one tirtic` slaves in
Egypt and hence treated their own slaves more humanely than
many other slave-owning peoples.

At freedom School, Kevin Cullinane explains that the Ten Com
mandments are guidelines that allow us to live without the sheriff
or the State. It was pure, simple pragmatism," which led him to
develop this revisionist interpretation of the Decalogue.
Cullinane extrapolates from the Commandments the following ten
rules of harmonious living:
1. Thou shall not play Qod with another persons life, nor let

anyone play Qod with yours. "
2. "Thou shall not establish label-substitutes for your principles

and then worship the label, thus losing sight of the true inner
reality."

3. "My word is my bond; I speak it carefully.
4. "Maintain your faith in your principles during the dark hours and

realize that one must use right means.
5. Honor the concept of motherhood and fatherhood in whomever

it is found (the Jews were the first people to honor the
mother).'

6. Thou shalt not Kill. Period! Mo Exceptions!
7. "Thou shalt not adulterate your product, your principles, or your

character. "
8. "Thou shalt not steal. Period!'
9. "Thou shalt not identify fellow humans with labels of nation,

race, religion, philosophy, e tc . "
10. Thou shalt not envy thy neighbor's good fortune. Kathcr im-

itate it."
After their forty year sojourn in the desert, the Israelites were led

by tribal or clan patriarchs. The Twelve Tribes consisted of about
15,000 people altogether and each isolated group carried on its
own affairs, uniting only when some great peril threatened one or
more of them. Though there were religious leaders, there was no
centralized State and they "recognized no authoritarian govern-
ment." A loose confederation existed among the tribes (the
technical term describing this relationship is amph¡ctyony) but
there was no provision "for a national leader who was to be the
center of political and religious authority for his whole life; nor
was such power hereditary. Occasionally when there was need for
united military action among the tribes, a charismatic leader, such
as Joshua or Qideon, would be voluntarily chosen to bring about
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