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Chaos In The Air:

Voluntaryism Or Statism in the
Early Radio Industry?
By Carl Watner

Historical Overview

In the history of technology in the 20th Century, one of the
most rapidly developed and marketed scientific advances was
the radio, or the wireless, as it was originally called. Invented
by Guglielmo Marconi in the late 1890s, the commercial value
of wireless telegraphy was at first believed to be in the trans-
mission of Morse code in ship-to-shore communications.
Government intervention from the very beginning influenced how
the wireless evolved. In the United States, the laws regulating
the radio industry eventually became some of the most severe,
the most drastic, and most confining of those affecting any
American business. Nevertheless, the history of the radio
industry is an interesting example of voluntaryism at work. Never
in his wildest dreams did Marconi imagine the development of
commercial voice radio broadcasting as it emerged in the United
States by 1930, with hundreds of stations transmitting into
millions of homes. Nor did Marconi or others understand the
homesteading process by which the free market was develop-
ing property rights (freedom from interference) in the radio
spectrum. Whatever progress was being made in this direction
was destroyed by federal legislation in the late 1920s. “Chaos
in the air,” an expression some historians have used to label the
early phases of the radio industry, was really the result of statism,
not voluntaryism.

I. The Invention Of The Wireless And Its Early Development

Quglielmo Marconi (1874-1937) was the Italian inventor-
entrepreneur who came to England in 1896, and took out the
world’s first (British) patent for wireless telegraphy based on the
use of electric waves. A year later, he and his relatives formed
the Wireless Telegraph and Signal Company. From the very start
of his experiments in England, Marconi recognized the
commercial and military value of his invention. He provided
wireless demonstrations to officials of the British Post Office, and
other countries. By 1898, he had established communication
between England and France across the English Channel, utilized
wireless in naval maneuvers, and seen the first military
application of his invention in the Boer War.

In order to commercially exploit his invention, at the turn of
the century Marconi formed a subsidiary company, called
Marconi International Communications, which leased trained
operators and equipment, rather than charging for individual
messages which those operators transmitted. Not charging for
messages allowed Marconi to circumvent telegraph monopoly
restrictions of the British Post Office that ‘'prohibited a private
company from sending telegraphic messages for monetary gain.”
In 1901, he signed an exclusive 14 year contract with Lloyd's
of London. Marconi operators and Marconi equipment were used
by Lloyd’'s to keep the home office advised about the status of
insured ships. Thus Marconi established a presence in all the
major seaports of the world. Meanwhile, since competitors from
America and Germany had appeared, the Marconi Company
established its most controversial policy, known as the noninter-
communication rule. Marconi operators on ship or shore, could
only communicate with other Marconi operators. Clients using
other apparatus were excluded from the Marconi network. Only
in the event of a serious emergency was this rule to be suspended.

The nonintercommunication rule was the only way Marconi

could benefit from his efforts, given the British Postal regulations
that prevented him from sending messages for profit. None-
theless, when put into practice, it was to have serious inter-
national repercussions. In March 1902, Prince Henry of Germany,
the Kaiser’'s brother, was returning to Germany after a highly
publicized visit to the United States. He was sailing aboard a
German liner, the ““Deutschland”, which was equipped with
wireless equipment made by a German company, Slaby-Arco.
None of the Marconi stations on either side of the Atlantic would
communicate with the ship because of its rival apparatus. Prince
Henry, who tried to send wireless messages to both the US and
Germany, was outraged. The ship might as well not have had any
wireless equipment on board.

This was just the beginning of “malignant Marconiphobia” on
the part of the Germans. In July 1903, a month before the first
international wireless conference in Berlin, two competing
German firms, Slaby-Arco and Braun-Siemens-Halske, merged to
form Telefunken in order to present a united German front
against Marconi. This was done with the full support of the Ger-
man government. Although the Conference was supposed to ad-
dress a number of wide-ranging issues, the only real issue was
the Marconi Company’s refusal to communicate with other
systems. All the countries at the conference, with the exception
of Italy and Great Britain, favored compelling Marconi to com-
municate with all ships because they opposed his ‘de facto’
monopolization of the air waves.

“Although the ‘Deutschland’ incident appeared at first to be
a petty confrontation between two rival companies and their
respective countries, it was actually a watershed in the early
history of wireless. The emerging problems surrounding the
technology and its financing and regulation, and the sanctity
of each country’s territorial air were embodied in the Marconi-
German clash. Could a private company, whether it had technical
priority or not, gain dominance over a resource such as the
airwaves and become arbiter of who could use them and who
could not?” Most of the European countries represented at the
Conference (Germany, France, Spain, and Austria) had all
assumed control of wireless in their own countries—under the
guise of its military significance. Whereas Marconi was involved
in commercial exploitation, the governments of these countries
saw huge strategic value in the airwaves. The American delegates
were at a loss since their own government had done so little “to
promote or gain jurisdiction over the American wireless
situation.”

II. The U.S. Government And
Other International Regulation

It was not until a year after the conference that the United
States government took concerted action to address itself to the
benefits of wireless. On June 26, 1904 Teddy Roosevelt appointed
the Interdepartmental Board of Wireless Telegraphy, better
known as the Roosevelt Board. Its purpose was to report on the
consolidation and management of wireless for the government.
The board was also to determine how private and government
stations could operate without interference. The board submitted
their report in August 1904. It suggested that the Navy take
responsibility for operating the government’s wireless system
and begin establishing a complete country-wide radio telegraphy
system. The Navy was to receive and send messages free of
charge, except it was not to compete with commercial stations.
It also recommended licensing of all private stations and super-
vision of them by the Department of Commerce and labor to
prevent “exploitation’”” and “control by monopolies and trust.”
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Trust Not in Princes

by Carl Watner

“Not worth a Continental,” a derogatory expression dating
back to the late 1770s, was intended to convey the American
populace’s displeasure with its own government'’s inflationary
practices during the Revolutionary War. The Second Continental
Congress issued great amounts of paper currency to help finance
the war against Great Britain. Congress passed price tariffs, and
resolved that those who preferred specie to paper should be
declared enemies of their country and outlawed. Legal tender
laws were passed in each colony, and it was regarded as the
highest crime against patriotism to refuse the ““Continentals’”
or discount them. Among those who objected to this forced
currency was Samuel Rowland Fisher (1745-1834), a well-to-do
Philadelphia Quaker who wanted all members of the Society of
Friends to boycott the Continental money. His feelings about
these “engines of war” emerged clearly in a remark he once made
to a government official. “Your government,” he told the man,
“if it can be so called, is of exactly a piece with the paper bills
issued to carry on the war, which are the greatest lies, deceptions,
and hypocrisy, and for these reasons I could not acknowledge
their authority.” In short, Fisher recognized the wisdom of the
Psalmist who advised, “Put not your trust in princes.”

The title for this article was suggested by a book, THE
PROMISES MEN LIVE BY, written by Harry Scherman and
published in 1938 by Random House. A large part of the text is
devoted to an analysis of money and banking, which constitutes
one of those areas in our economic life that depends upon
deferred exchanges. What does history show of the reliability of
governments, in respect to their economic promises? Their
record is almost as black as it can be. Scherman uses the Biblical
quotation from Psalms 146:3 to suggest that the ancients
understood that the monetary promises of their rulers were not
likely to be fulfilled. He then notes that in the Twentieth Century
alone there has been “'a well-nigh universal welching on the part
of governments in the deferred exchanges they had entered into
with their own citizens and foreigners—both by direct repudiation
and by monetary subterfuge.” The inherent dishonesty of most
rulers throughout history ‘‘stands in sharp contrast to the
integrity and sense of responsibility of the individual, which has
been built up through long social evolution.”

Although the outward signs of money have changed
throughout the ages, the game of rulership has not. The never-
ending effort of the State to control the resources of its own
citizens, and others, continues. How much can be seized, with
the least amount of squawking, and from whom? This has been
the immemorial problem of the ruling class in every community,
large and small, in history. In addition to outright taxation, one
of the major ways in which State rulers have extracted real wealth
from individuals is through their monetary manipulations. The
coining of money, which began as a practice of merchants to
insure the quality and quantity of gold or silver in a metal ingot,

has nearly always been aggrandized by governments. Their
cheating has ranged from filing off the edges of gold and silver
coins, to passage of legal tender laws and re-definition of the
monetary unit, to establishing central banks, to the outright
seizure of gold, and the repudiation of their promises to pay
specie (such as the United States in 1933).

We moderns have become so habituated to using paper money
and bank credits, that few of us realize that the “money’’ we are
handling is simply a form of government debt. As our
QGovernment removed gold from circulation, it issued gold and
silver certificates, which were in effect warehouse receipts, or
promises that their notes could be exchanged for the gold and
silver stored in the Treasury. As the Government's appetite for
wealth increased, it not only increased our taxes, but removed
the gold and silver backing from our currency in order to place
more of its own IOU’s in circulation. Thus, the $10 bill in your
pocket is nothing more than a debt of the United States
Government—that is, a promise. But, a promise to pay what? The
United States Government will not convert the bank notes we
pass from hand-to-hand into anything real. If you present a
Federal Reserve note to the United States Treasury, you will only
get more paper money in exchange. (Hence, what I term a
promise to fulfill a promise. The Treasury simply issues new IOUs
to redeem its previously issued promises.) These IOU’s are
nothing more than ‘promises to pay nothing.”

When the monetary statistics of the United States are
examined, it becomes apparent how precarious our financial
position really is. The total money supply of the United States
is about $800 billion. This figure included coins, currency, and
money on deposit. Yet, the actual supply of bank notes and coins
only totals about $292 billion. If everyone were to demand cash
for their bank deposits at the same time, there obviously would
not enough cash to go around. The gold holdings of the Govern-
ment (260 million ounces, or $104 billion, valuing gold at $400
per ounce) does not even purport to relate to the money supply.
Perhaps the real question, though, is what is the net worth of
the United States Government? To what extent, if any, do its
assets exceed its labilities? The Government’s public debt stands
in the neighborhood of $3 trillion, or well over $10,000 for each
man woman, and child in the U.S. What is the per capita net worth
of the private sector? How does it compare to each person’s
assigned share of the public debt? How bankrupt are we? The
credit of the United States Government is largely maintained by
its continuing ability to “lay and collect” taxes.

The vaunted productivity of the American people stands behind
their Government’s credit worthiness. But this productivity
belongs to the people—not the Government. When the Govern-
ment denounces gold as a barbarous relic, it conveniently
overlooks the fact that gold acts as a brake on its avarice and
insatiable greed. C.V. Myers once said that scales, yardsticks,
and counting devices are used because there is no other way to
keep mankind honest. For the State to denounce gold is like the
butcher claiming he gave you full weight, even though his scale
shows he short-changed you. Who do you believe, the butcher
or his scale? Has history proven governments more or less
trustworthy than private enterprise? One of the reasons that gold
became the world’s money was because people could not depend
on their governments to fulfill their monetary promises.

When the ancient Psalmist wrote, “Put not your trust in
princes,” he really gave us an expression implying that govern-
ments inevitably break their promises and self-destruct. To help
prevent history from repeating itself, we must break the statist
syndrome. Money originated as an instrument of trade and
commerce, and if there is any chance for it to remain honest,
it must return to its original functions—being a medium of
exchange and a storehouse of value. Once again, money must
become a free market institution—a money in which the ruling
cliques of the world play no part. ¥

“Insanity is a rare thing in individuals,
but habitual to groups, parties and ages.”

—Freidrich Nietzsche
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