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Nineteen years after his death and seven months after Kate Zernike of the New York Times derided the Tea Party for reviving “long-dormant ideas
[found in] once-obscure texts by dead writers” such as F. A. Hayek, it’s been a big week for Hayek. The new “definitive edition” of his magnum opus,
The Constitution of Liberty, is reviewed in the Sunday New York Times by Francis Fukuyama—on his 112th birthday.

Who was Hayek? He was an economist born and educated in Vienna. After the Nazi conquest of Austria, he became a British citizen and taught there
and in Chicago for most of his career. He was awarded the Nobel Prize in Economics in 1974. He met with President Reagan at the White House, and
Margaret Thatcher banged The Constitution of Liberty on the table at Conservative headquarters and declared “This is what we believe.”

Milton Friedman described him as “the most important social thinker of the 20th century,” and Lawrence H. Summers called him the author of “the
single most important thing to learn from an economics course today.” He is the hero of The Commanding Heights, the book and PBS series by Daniel
Yergin and Joseph Stanislaw. His most popular book, The Road to Serfdom, has never gone out of print and sold 125,000 copies last year. John Cassidy
wrote in the New Yorker that “on the biggest issue of all, the vitality of capitalism, he was vindicated to such an extent that it is hardly an exaggeration to
refer to the 20th century as the Hayek century.” I argued last week:

Hayek was not just an economist. He also published impressive works on political theory and psychology.

He’s like Marx, only right.

Hayek’s big week was kicked off with two events on April 28. First was the release of the second rap video dramatizing the intellectual battle between
Hayek and John Maynard Keynes, “Fight of the Century: Keynes vs. Hayek Round Two.” Later that day an all-star panel convened, appropriately
enough, in the Cato Institute’s F. A. Hayek Auditorium to discuss The Constitution of Liberty. Panelists were Hayek’s intellectual biographer and editor
of The Collected Works of F. A. Hayek, Bruce Caldwell; the brilliant legal scholar Richard Epstein; and the hedge-fund billionaire and Open Society
Foundations founder George Soros. (Find video and transcript here; easier-to-search video here.)

Soros—wrongly, in the view of most in the audience—called Hayek a Chicago-school apostle of “a highly formalized and mathematical theory whose
two main pillars are the efficient market hypothesis and the theory of rational expectations.” Caldwell responded that if Soros, a former student and
follower of Hayek’s friend Karl Popper, “understood those other parts of Hayek he would identify himself, I’ll say it provocatively, as a Hayekian.”

Fukuyama’s review in the Times outlines some of his central themes:
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that most of the knowledge in a modern economy was local in nature, and hence unavailable to central planners. The brilliance of a market
economy was that it allocated resources through the decentralized decisions of a myriad of buyers and sellers who interacted on the basis of
their own particular knowledge. The market was a form of “spontaneous order,” which was far superior to planned societies based on the
hubris of Cartesian rationalism. He and his fellow Austrian Ludwig von Mises used this argument against Joseph Schumpeter in a famous
debate in the 1930s and *40s over whether socialism or capitalism offered a more efficient economic system. In hindsight, Hayek clearly
emerged the winner.

“The Constitution of Liberty” builds on this view of the limits of human cognition to make the case that no government can know enough
about a society to plan effectively. The government’s true role is more modest: to create laws that are general and equally applied; these
laws constitute the matrix in which the spontaneous interactions of individuals can occur.

It’s too bad that in doing so Fukuyama slightly misstates the title of Hayek’s most famous essay, “The Use of Knowledge in Society.” It is more
unfortunate that he failed to understand some of Hayek’s work, as in his claim that Hayek argued that “the smallest move toward the expansion of
government would lead to a cascade of bad consequences that would result in full-blown authoritarian socialism.” Hayek warned that central planning,
not “the smallest . . . expansion of government,” would lead to “serfdom.” As Don Boudreaux notes, “Mr. Fukuyama should have detected the absurdity
of this interpretation of Hayek when Mr. Fukuyama himself noted four paragraphs earlier that Hayek didn’t object to government provision of health
insurance.” And it’s hardly a contradiction, as Fukuyama claims, to celebrate the “process of innovation and discovery” in markets and yet to oppose
experimentation by government, with other people’s money and other people’s lives.

Still, it’s good to see the review of one of the 20th century’s most important works of political theory. On Facebook a commenter said “51 years late.”
But that’s not true. When the book was published in 1960, the Times ran a review by the distinguished philosopher Sidney Hook, an anti-communist
socialist. Although he conceded that the book was “a reflective, often biting, commentary on the nature of our society and its dominant thought by one
who is passionately opposed to the coercion of human beings by the arbitrary will of others, who puts liberty above welfare and is sanguine that greater
welfare will thereby ensue,” he was understandably quite critical of Hayek’s view of liberty and the dangers of excessive government.

Reagan and Thatcher may have admired Hayek, but he always insisted that he was a liberal, not a conservative. He titled the postscript to The
Constitution of Liberty “Why I Am Not a Conservative.” He pointed out that the conservative “has no political principles which enable him to work
with people whose moral values differ from his own for a political order in which both can obey their convictions. It is the recognition of such principles
that permits the coexistence of different sets of values that makes it possible to build a peaceful society with a minimum of force. The acceptance of such
principles means that we agree to tolerate much that we dislike.” He wanted to be part of “the party of life, the party that favors free growth and
spontaneous evolution.” And I recall an interview in a French magazine in the 1980s, which I can’t find online, in which he was asked if he was part of
the “new right,” and he quipped, “Je suis agnostique et divorcé.”

Hayek’s subtle thinking about how societies progress will be read for years to come.
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