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PREFACE

In 1995 the Liberty Fund published A History of the Mont
Pelerin Society, written by the Oxford historian (and past
President of the Society) Professor Max Hartwell. The book
provides a very full account of the Society’s first half cen-
tury, but is now difficult to obtain and much has happened
since 1995.

With that in mind, in 2012 the Board of the Society
asked me, as the incoming Secretary, to précis Hartwell’s
History and bring it up to date. It was hoped that this would
give members, prospective members and other scholars a
digestible short guide to the history and ethos of the Soci-
ety and to some of the key individuals and events that have
shaped it.

Ten years later, on the Society’s 75th anniversary, the
Board have asked me to update the text yet again.

Xi






1 WHAT IS THE MONT PELERIN SOCIETY?

Max Hartwell opens his History by saying that the Mont
Pelerin Society is ‘not well known’ and has ‘no demonstrably
proven role in world affairs’. This remains true. But while the
Society itself remains little known among the public, many
of its individual members are indeed both well known and
influential in the academy and in world affairs.

Some, for example, have been government ministers (e.g.
Sir Geoffrey Howe in the UK, Antonio Martino in Italy, Ruth
Richardson in New Zealand and George Shultz in the US) or
senior officials (such as former Federal Reserve Chairman
Arthur Burns and Polish National Bank Chairman Leszek
Balcerowicz). A few have been presidents or prime ministers
(among them Ludwig Erhard of Germany, Luigi Einaudi of
Italy, Mart Laar of Estonia, Ranil Wickremesinghe of Sri
Lanka and Véclav Klaus of the Czech Republic). Several
have influenced economics and culture sufficiently to win
a Pulitzer Prize (Felix Morley and Walter Lippmann) or a
Nobel Prize (including Friedrich Hayek, Milton Friedman,
James M. Buchanan, Gary S. Becker and Mario Vargas Llosa).
Others, including educators, journalists, businesspeople
and leaders of policy think tanks across the world, have
wielded influence in different ways.
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Yet they have done all this as individuals, not as repre-
sentatives of the Mont Pelerin Society. The Society’s sole
contribution to world affairs is its provision of a forum
for debate, discussion, study and self-education among
its members, their guests at meetings and young scholars
- not through political action. It has no official views, for-
mulates no policies, publishes no manifestos, aligns itself
with no party and accepts no political or public funding.
It does not even try to reach agreement on anything. No
votes are taken. Instead, it promotes free and frank debate,
aided by a long-standing policy that its discussions are nei-
ther broadcast nor reported (though some of the set-piece
lectures and presentations are now recorded and appear
online).

The battle of ideas

The Mont Pelerin Society was created as a response to
the social, political, intellectual and moral ruin that had
gripped Europe before and during World War II. The aim
of its founding members was modest: to keep alight the
intellectual flame of liberalism (the word is used in the
European sense) during the dark post-war days and to
critique the centralising interventionist notions that then
prevailed. The original members, writes Hartwell, ‘shared
a common sense of crisis — a conviction that freedom was
being threatened and that something should be done
about it’. That threat, they concluded, was the result of
erroneous theories about history, society and economics.
As for doing something, they committed themselves not to



WHAT IS THE MONT PELERIN SOCIETY?

political action, but to winning the intellectual battle of
ideas.

The Society has played a crucial role in that battle. It
has done more than just keep liberal ideas alive; it has
expanded and deepened liberal philosophy and spread lib-
eral thought across the globe. Equally profound, and even
more subtle, has been the strength, courage, friendship,
learning and ideas that members draw from and provide
to each other. And as members of the Society, liberals
who may otherwise feel intellectually isolated and over-
whelmed can take strength from the realisation that they
are not alone in their approach to social issues.

The Mont Pelerin Society achieves all this, even though
it exists ‘mainly in the minds and affections of its mem-
bers,” as Hartwell neatly puts it. The Society has no offices
or endowment. Its work is done by a Board of elected, un-
salaried members from many countries, with only part-
time paid administrative support - usually provided by
the Treasurer’s own private office. The large international
conferences that it holds all over the world are proposed,
organised and financed, not by the Board, but by local vol-
unteer members.

Strength through diversity

The Society exists for the mutual education, support and
benefit of its members. It is a loose association of people
who believe in the power of ideas to change the world for
the better. They support the idea of a free society - even
if they disagree profoundly on exactly what that means
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or how it can be achieved. The Society’s founder, the Aus-
trian-born British economist, political philosopher and
(later) Nobel laureate, Friedrich Hayek, saw it as ‘a kind of
international academy’ for discussing and diffusing liberal
ideas. Not an academy in the sense of being confined to
college teachers and students, but in the sense of a meet-
ing place for thoughtful people seeking intellectual debate
and self-education on matters of importance.

Over the years there have been arguments — almost to
the point of destruction, as we shall see — about how ac-
tivist the Society should become. Yet it has never endorsed
the calls to be more political and has remained true to its
founding aim of bringing together individuals who wish to
defend, support and develop a functional and robust lib-
eral philosophy.

That liberal philosophy inevitably covers a wide range
of views and opinions. Members of the Society have very
different conceptions of a liberal society: some would call
themselves classical liberals, some neoliberals, others
anarcho-capitalists, and many other descriptions besides.
Their approaches to solving social and economic problems
can be very different too; for example, members include
methodological individualists, neo-classical marginalists,
empiricists and various others. And they debate a wide var-
iety of issues, such as the appropriate role and size of the
state, the theory of government, the history of liberal ideas,
economic intervention, and monetary policy (always good
for an argument between monetarists, ‘gold bugs, Aus-
trian School economists and, more recently, nominal-GDP
targeters).
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While there is ‘general agreement about the kind of
liberal economic and political order that would promote
stability and freedom, says Hartwell, it remains ‘difficult
to spell out the details of such an order that would have the
approval of all members’. That is certainly true; but it is a
measure of the Society’s intellectual fecundity, not a mark

of its failure.
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MPS Nobelist No. 1 (1974) Friedrich A. Hayek (1899-1992)

The Society’s founder, F. A. Hayek, was one of the most intellectu-
ally fertile liberal thinkers, writing on economics, political science,
psychology and the history of ideas. With Ludwig von Mises, he
developed the Austrian School explanation of boom-bust cycles,
attributing them to unsustainable cheap credit stimulus policies.
He became professionally famous as the main intellectual critic
of John Maynard Keynes in the 1930s, and popularly famous for
his 1944 book The Road to Serfdom, explaining how easily social
democracy could slide into totalitarianism. His 1960 book The
Constitution of Liberty traced the development of classical liberal
thought and sought to apply it to modern problems.

Hayek’s key insight was the concept of spontaneous order.
Institutions such as markets and the price mechanism are
orderly, he observed. But nobody designed those orders nor the
behavioural rules that produced them: they evolved because
they worked. That evolution required individuals be free to act
on the dispersed information available to them. Spontaneous
orders could be highly complex, and able to process far more
information than any single mind could grasp; it was folly to
suppose we could safely replace them with ‘rational’ planned
alternatives. Instead, a liberal government would limit itself to
creating the conditions, such as the rule of law, for functioning
social orders to emerge.




2  THE PREHISTORY OF THE SOCIETY

The twentieth century was characterised by the politicisa-
tion of life: bigger government covering a more extensive
range of public issues; political decisions replacing private
responsibilities; central planning; and the erosion of long-
held freedoms.

The century also brought wild economic fluctuations,
stagflation, dictatorship and two destructive world wars.
To liberal thinkers, such as members of the Mont Pelerin
Society, these outcomes are no mere coincidence.

The expansion of the state

The debate about the proper size of government and its
effects on society goes back centuries; but the seeds of
the great twentieth-century expansion of government
were sown in the nineteenth. Capitalism was criticised
as failing the poor. Breakthroughs in science and engi-
neering led social reformers to believe that social and
economic life could be engineered just as effectively, and
that the scourge of poverty could be eliminated through
rational public policy. Welfare states were created, and
governments took on much broader functions - including
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education, healthcare, housing, transport, utilities and in-
dustrial production - all of which expanded and grew. By
1926, the influential Cambridge economist John Maynard
Keynes could write the epitaph of the free economy, The
End of Laissez-Faire.

The strongly prevailing view in 1920s and 1930s Europe,
in particular, was that rational’ government intervention
was both desirable and inevitable. Few people saw any
connection between the expansion of economic and social
planning and the erosion of fundamental freedoms.

But liberals did, actively critiquing the collectivism of
the time - with some intellectual success but with very lit-
tle impact on the public and political mood. While the cri-
tiques were important, liberals concluded that they needed
a more positive approach. They needed to construct a new
and more modern version of classical liberalism. They
sought to build a liberal narrative for the times: perhaps
what the German economist Alexander Riistow would
call neoliberalism to distinguish it from the old classical
liberalism and laissez-faire approach of the eighteenth
and nineteenth centuries. (Later, the Italian economist
and statesman Luigi Einaudi would argue that all liberal
thinking was ‘neoliberalism’ because it took timeless prin-
ciples but applied them to current challenges.)

The Colloque Walter Lippmann

To further this effort, the French philosopher Louis Rougier
organised a colloquium of 26 prominent intellectuals in
Paris in 1938. It was named the Colloque Walter Lippmann
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after the American journalist and author of the 1937 book
An Enquiry into the Principles of the Good Society.

Several of the participants later become founders of the
Mont Pelerin Society: Friedrich Hayek, Ludwig von Mises,
Michael Polanyi and Wilhelm Ropke. (Another of the Soci-
ety’s founders, Walter Eucken, was invited to the confer-
ence but the German regime refused him permission to
travel.)

The group established the International Committee for
the Renewal of Liberalism, and a second meeting was held
in January 1939. But the onset of World War II, just a few
months later, stifled those plans. Nevertheless, the collo-
quium provided Hayek with a useful model for a similar
liberal revival after the hostilities had ended.

Hayek’s proposal

When the London School of Economics was evacuated
from London during the war, Keynes found Hayek rooms
atKing’s College, Cambridge. It was here that Hayek wrote
The Road to Serfdom, published in 1944. The book explained
how even well-intentioned attempts to redesign society
could ultimately lead to the extinction of human freedom
itself.

Of course, the Nazi regime could hardly be accused of
being well intentioned. Germany in the 1930s had been a
dismal example of life without liberty, which then elided
into the horrors of war and genocide. Hayek saw this as
not just a matter of historical chance, but a process of
cause and effect. The Road to Serfdom was his analysis of
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how such a process would be likely to play out. Given the
world’s experience of those times, the huge success of the
book in both Europe and America seems no surprise.

And yet, as the war was moving towards its end, talk
of the need for more state planning and control resumed,
with even greater vigour. Hayek knew that countering this
stubborn orthodoxy was both urgent and vital, and he was
already working on a way to do it.

At a January 1944 meeting in King’s College, chaired
by the economic historian Sir John Clapham, Hayek dis-
cussed whether Europe’s liberal civilisation could ever be
restored after the war. The next few years would be critical,
he argued. Germany and others would need to rediscover
the intellectual and moral values on which European
civilisation had originally been built - values such as the
sanctity of truth, the fundamental importance of individ-
ual freedom, the role of democracy and ‘opposition to all
forms of totalitarianism, whether it be from the Right or
from the Left’. To aid that rebirth, Hayek suggested creat-
ing an international society ‘half-way between a scholarly
institution and a political society’, along with a journal
dedicated to debating these principles.

The organisational challenge

An international initiative on the scale Hayek had in mind
would be costly. But others were thinking on parallel lines.
In 1945 the German-born political economist Wilhelm
Ropke (later a leading architect of Germany’s post-war so-
cial market economy), who also feared the ‘mortal threat’



THE PREHISTORY OF THE SOCIETY

of collectivism to Europe’s cultural inheritance, circulated
a ‘plan for an international periodical’ to tackle the prob-
lem. He asked Hayek and other intellectuals to contribute
and, with the help of Swiss businessman Albert Hunold,
began raising money for the venture.

In the event, Ropke raised much less than he needed;
but his efforts had revealed the existence of a critical mass
of liberal scholars in Europe, and in the US too. Hunold
suggested that the money already raised could be used to
finance Hayek’s idea for a meeting.

Hayek believed that a strong American participation
was vital - though the travel costs at that time were
daunting. Fortunately, doors were opened by the huge
popularity of The Road to Serfdom in America and the
success of Hayek’s lecture tour there to promote it. The
William Volker Charities Fund agreed to meet the costs of
the American participants, while Hunold secured finance
for the Europeans. At last the meeting that Hayek had pro-
posed almost three years earlier could go ahead.

11
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MPS Nobelist No. 2 (1976) Milton Friedman (1912-2006)

Friedman was a prominent critic of the Keynesian orthodoxy
that governments could manage inflation, boost employment
and achieve economic growth through their taxing and spending
policies. He argued that only restraining the quantity of money
in circulation could control inflation and provide the basis for
employment and growth; but money was a very bluntinstrument,
and governments should give up their ‘fine-tuning’ micro-man-
agement efforts.

His work on economic and other policy issues convinced him
that government action was generally counterproductive. Rent
controls, for example, reduced the quality and supply of rental
accommodation; licensing requirements for professions such as
law, accounting and medicine reduced competition and benefited
the practitioners more than the public; and minimum wages made
it harder for inexperienced, poor or minority workers to get jobs.

His book (written with his wife Rose) Capitalism and Freedom
(1962) on these themes turned him from an academic economist
into a famous public intellectual. It addressed problems such as
educational standards, discrimination, monopoly and poverty,
and proposed radical solutions, including flat taxes, privatisa-
tion and decriminalising drugs. His regular Newsweek columns
(1966-84) made him one of America’s most famous policy
commentators.

Friedman’s TV series Free to Choose (1980), again co-written
with Rose, brought his arguments for free markets, open trade,
freedom and capitalism to people (and policymakers) around the

world.




3  THE FOUNDING OF THE SOCIETY

‘Hayek’s arguments for the formation of the Mont Pel-
erin Society were both intellectual and practical,” writes
Hartwell. Intellectually, he believed that a new version of
liberalism had to be written, one that could be applied to
the social problems of the day instead of just leaving the
argument to the interventionists.

The practical challenge

In practical terms, Hayek knew that the talents of isolated
liberals had to be brought together, as the Colloque Walter
Lippmann had done, such that they could combine and re-
inforce each other more effectively.

In December 1946 - slightly anticipating success on
the funding front - Hayek sent invitations to 58 people
to attend the meeting. It would take place on 1-10 April
1947, at the Hotel du Parc in the Swiss mountain village
of Mont-Pélerin (meaning Mt Pilgrim), overlooking Lake
Geneva.

It was short notice, and some could not come, including
Antony Fisher, the British businessman who became - on
Hayek’s suggestion — an intellectual entrepreneur, going

13
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on to found the Institute of Economic Affairs and the Atlas
Economic Research Foundation (now the Atlas Network).
But Hayek did not want to delay a task he thought so urgent.

It was indeed a critical time. After two world wars
separated by a massive economic depression, people now
craved security more than freedom. During World War II,
governments had taken direct control of national econ-
omies, but by 1947 there were calls to continue that central
direction in order to ‘win the peace’.

Thirty-nine participants made it to Mont-Pelerin. They
came from ten countries, seventeen of them having made
the long journey from America. Most were academics,
twenty of them economists. Another eight came from other
fields including law, history, political science, chemistry
and philosophy. The group also included influential jour-
nalists, thoughtful authors from the business world and
policy researchers who today we would call think-tankers.

The weighty agenda

The village of Mont-Pelerin was an ideal retreat for scholars
to discuss the issues facing Furope and debate the differ-
ent liberal answers to them. It was both remote - at the
end of a funicular railway up a steep mountainside - and
inspiring: Milton Friedman, one of the younger partici-
pants, wrote home to his wife (and later co-author) Rose
to report that he could not believe the beauty of the place.
There would be plenty of issues for these talented lib-
erals to grapple with during their ten days in a mountain
retreat — as Hayek’s long agenda confirmed. What were
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the essential characteristics of a competitive order? What
should be done about monetary instability? Should gov-
ernments regulate monopolies, wages and agriculture?
Can governments keep unemployment down? How should
non-market ‘public’ goods be produced and distributed? Is
security and solidarity more important than competition
and economic growth? Is liberalism a matter of belief, or
can its correctness be demonstrated logically? Is a free
economy necessary for a free society? How important to
liberalism is religion? How far has the appreciation of lib-
eral civilisation been poisoned by the bias of politicised
historians? And the stark question of the times: can Ger-
many ever be rehabilitated?

Unity and disagreement

There is no detailed record of this inaugural meeting,
though Albert Hunold’s notes and many of the papers de-
livered there still survive. But even though the participants
shared a liberal outlook, it would have been remarkable
if they had been in complete harmony on these difficult
questions.

And disagreements there were: on the state control of
monetary policy, for example; on the role of religion; on
minimum wages; and on the level of welfare provision that
a free economy could bear. Some participants, such as
Ropke and the Swiss academic and diplomat William Rap-
pard, believed that classical liberalism had to be tempered
by the contemporary human desire for security. Others,
such as the Austrian economist Ludwig von Mises, feared

15
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that such concessions were the first step down the road to
serfdom, and took a more libertarian stance. Indeed, dur-
ing the session on income distribution, where some partic-
ipants were expressing support for the idea of progressive
income taxes, Mises famously got up and complained: “You
are all a bunch of socialists!’

There was much more agreement on other topics, such
as how the writing of history had been used as a weapon of
illiberal propaganda; the over-vaunted role and presumed
efficacy of government; and on the importance of constitu-
tional values and the rule of law as essential safeguards for
liberty. In general, there was far more to unite the partici-
pants than divide them. They were, after all, in their differ-
ent ways, all liberals who felt an urgent need to revitalise
the liberal approach and to counter the damaging errors
of interventionism and socialism.

Formulating a statement

In his final circular before the conference, Hayek reminded
the group of their ‘common convictions’ and of the neces-
sity of formulating a statement of the ‘common principles
on which the work of the organization is to be based” -
though this should not be any form of ‘public manifesto’.
Yet there remained sufficient differences to make such
a statement difficult to formulate. A committee of six
produced a draft. Freedom, they insisted, was threatened
down to its roots by the ‘intellectual error’ of imagining
that there exist inevitable ‘laws of historical development’
to which moral standards must be given up. Freedom, they



THE FOUNDING OF THE SOCIETY

argued, could survive only alongside ‘an effective compet-
itive market’, which in turn required ‘a proper legal and in-
stitutional framework’. And if state power was not to erode
the free society, ‘government activity should be limited by
the rule of law’.

But the group could not agree on this draft. Perhaps it
was too specific, too long and too uncompromising. Lionel
Robbins, of the London School of Economics, was asked
to rewrite it. His version, agreed and signed by everyone
apart from the French economist and physicist Maurice
Allais, remains the Society’s guiding statement even to this
day.

The Statement of Aims

The Statement of Aims begins starkly and warns: “The cen-
tral values of civilisation are in danger.” In some countries,
it went on, freedom has disappeared entirely; in others it is
‘under constant menace’. Even freedom of thought and ex-
pression is being curbed. Freedom is being sacrificed to ‘a
view of history which denies all absolute moral standards’
and ‘questions the desirability of the rule of law’.

This, it says, requires study on several fronts: explaining
the crisis of the time; redefining the functions of the state;
reaffirming the rule of law; establishing minimum stand-
ards that are compatible with the market; combating the
misuse of history; and safeguarding international peace,
liberty and trade.

The Statement of Aims concludes by emphasising the
intellectual - and not political - purpose of the Society.

17
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“The group does not aspire to conduct propaganda, it in-
sists. Nor does it seek to define some precise orthodoxy. It
is politically unaligned, aiming only to help preserve and
improve the free society by ‘facilitating the exchange of
views among minds inspired by certain ideals and broad
conceptions held in common’. Seventy-five years later, that
mission remains unchanged.

The choice of name

Another organisational question for the group was what
to call itself. Originally, Hayek thought of taking a name
from some great liberal thinker. He considered several be-
fore alighting on the English historian and statesman Lord
Acton (1834-1902), an independent-minded democrat who
knew that ‘power tends to corrupt’ and to whom morality
and liberty were supreme values, not something that could
be sacrificed to some political end. Hayek then added the
name of Alexis de Tocqueville (1805-59), the French states-
man and political thinker who wrote of his ‘passionate love
for liberty, law and respect for rights’. Hayek’s suggestion
of “The Acton-Tocqueville Society’ would unite the names
of these two great liberals.

But the participants at Mont-Pélerin could not agree.
Acton’s name did not command general approval; he
was too socially conservative for some. Mises pointed
out that de Tocqueville had served under Napoleon; the
young American economist Milton Friedman thought the
group should be named after principles, not individuals.
As an alternative, the French philosopher and economist
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Bertrand de Jouvenel proposed ‘An Academy for the Study
of the Philosophy of a Free Society’, but Robbins disliked
the word ‘Academy’.

Eventually the German-American economist Karl
Brandt suggested simply naming the group after the place
where they were meeting. The Austrian-British philos-
opher Karl Popper objected that such a name would be
meaningless. But since no other name could be agreed,
Brandt’s suggestion was adopted and, in its anglicised
form, the name ‘Mont Pelerin Society’ is still used today.
The ‘meaningless’ nature of the name actually became a
boon: the name does not commit the Society to any par-
ticular views and excludes no one.

19
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MPS Nobelist No. 3 (1982) George J. Stigler (1911-91)

Stigler was a microeconomist who brought empirical rigour to
the study of prices, regulation and industrial organisation. He
also wrote on the history of ideas in neoclassical economics and
pioneered the new field of the economics of information.

His book The Theory of Price (1946) examined prices, con-
sumer behaviour, production and costs, monopolies and cartels.
Using real empirical data, it undermined traditional assumptions
based on anecdote and speculation.

The book took Stigler into regulation, the field for which he is
best known. He found that electricity price regulation had in fact
only a tiny effect on electricity prices. Again, he concluded that
economists should study the real workings of regulation, rather
than assuming them. While economists assumed that regulation
existed to correct market failures, he showed that governments
commonly regulated at the call of producers who sought to use
regulation, backed by state authority, to promote their own inter-
ests, such as thwarting competition. Regulators even become
apologists for the industry they regulate - regulatory capture -
until regulation becomes more damaging for consumers than the
original market failure.

Pioneering the economics of information, Stigler’s research
on the labour market showed him that job seekers need a spell
without work to search for a better job. Job seekers are equally
information seekers. Stigler concluded that information is much
undervalued in the study of economics.




4  EARLY ORGANISATION OF THE SOCIETY

Non-profit incorporation

Within five years of this first meeting, the Society was for-
mally registered in the US as a non-profit corporation, with
more than 60 members. Its stated purpose was “To study
and promote the study of political, economic, historical,
moral and philosophic aspects of civil society having a
bearing upon the institutional and organizational condi-
tions compatible with freedom of thought and action.” It
would also ‘hold and sponsor meetings’ and “issue reports,
announcements and other documents’.

In early 1952 the US authorities confirmed the Soci-
ety’s tax-exempt status, recognising it as ‘organized and
operated exclusively for education purposes’ and intended
‘to facilitate an exchange of ideas’ on ‘the principles and
practice of a free society’ as well as to ‘study the workings,
virtues and defects’ of market systems.

Early governance

The original Memorandum of Association set up a
nine-member Board and a Council comprising the Board
members and six others. But as Hartwell reports, ‘In
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practice, the division between the Board and the Council
was pointless’ because most decisions were made, with the
tacit agreement of the others, by Hayek as President and
Hunold as European Secretary.

This informal arrangement would cause major prob-
lems later on, though, as Hunold came to assume more and
more authority, to the consternation of Hayek and many
other members.

A committee set up in 1962 to revise the constitution
proposed a more businesslike arrangement: to replace the
Board and the Council with a single Board of fifteen, com-
prising a President, Treasurer, Secretary and twelve others,
from among whom Vice Presidents would also be chosen.
Board members (other than officers) would have a defined
tenure and would retire in rotation. These recommenda-
tions were adopted at the 1964 meeting in Semmering,
Austria.

Organisational issues

There was also much discussion on how to further the aims
of the Society. In 1962 the English economist John Jewkes
complained that the Society had ‘done little or nothing to
draw young people into membership’, nor had it extended
its membership into crucial areas such as Japan, Central
America and South America. The national groupings, he
went on, were largely inactive. The Society was always
short of funds, and the lack of a salaried secretariat meant
that a huge amount of administrative work fell onto an
unpaid Secretary.
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Some of Jewkes’s suggestions, such as building up a
trust fund and devolving the administration down to na-
tional levels, attracted little enthusiasm. Others, such as
raising the membership dues and instituting fees for the
(previously subsidised) meetings, were adopted — though
more from necessity than choice.

The membership issues were addressed more squarely.
By the 1968 meeting in Aviemore, Scotland, the Society’s
membership stood at roughly 350. Of those, 140 came from
the US and another 109 from Germany, France and the UK.
Other regions of the world were now better represented.
Japan had an impressive 21 members, and there were at
least a few from India, Brazil, Argentina, Chile, Uruguay
and Venezuela.

The obverse of this was that size was now becoming an
issue. The reach of the Society and its ideas was expanding,
but the intimacy of the original meeting at Mont-Pelerin
was being lost. There were many, often conflicting, pro-
posals on the matter. A working party of members from
various countries could not agree on capping membership
numbers. But one thing everyone agreed on was that the
ad hoc membership arrangements that were tolerable for
an informal association of a few dozen members, with
sketchy nominations submitted at the last moment on
scraps of paper, ‘should now be put on a more business-like
footing’.

Looking at the demographic profile of the membership,
the working party proposed that preference should be
given to younger candidates, and to those from countries
where the Society was poorly represented. To maintain
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standards and aid the scrutiny of potential new members,
however, it recommended that candidates should not be
considered for membership until they had attended at
least one meeting as a guest.

The working party also recommended that more phi-
losophers, historians and political scientists should be
admitted. Hayek himself had not intended that the Society
should devote itself as much to economic questions as it
did: at the original 1947 meeting he had expressed regret
that the historians and political scientists were far out-
numbered by the economists. The feeling that the Society
should broaden its membership is one that has frequently
resurfaced in the subsequent decades.

The Montreux decisions

In 1971 the size, membership and organisational ques-
tions were thrashed out at a Special Meeting of the Board
in Montreux, Switzerland, on the shores of the lake below
Mont-Pelerin. On membership, the Board imposed a
five-year limit of 25 new members a year. A Recruitment
Committee would be set up to screen nominations and to
search out prospective members. Membership dues would
be doubled (from $10 to $20).

On meetings, the Board agreed that there should be
General Meetings every two or three years, with Special
or Regional meetings in between. In general, guests would
have to be people thought suitable as future members.
Guests should pay higher registration fees than mem-
bers, though members should pay the actual cost of the
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conferences, without subsidy. Grants would be made to
help younger prospective members to attend.

The original constitution agreed at the 1964 General
Meeting in Semmering, Austria, as modified by the Mon-
treux decisions, would serve the Society, with only slight
further adjustment, for the next 45 years.

Sources of financial support

The Mont Pelerin Society has never had alarge endowment,
and only rarely has it had any paid administrative help. It
flourishes only because of the loyalty of its members, the
enormous voluntary effort of its office-bearers and the
willingness of local groups to arrange meetings.

Meetings may take two or more years to plan. They in-
volve a huge time commitment from local organisers and
are required to be self-financing — very seldom in recent
years have meetings been subsidised from central funds.
Yet there is no shortage of willing volunteers: the honour of
hosting the Society is reckoned to be reward enough.

One enduring expense for any international society,
however, is travel, and for this purpose the Society has
solicited specific grants from foundations for the travel of
officers, speakers and young scholars. The Volker Fund, as
mentioned, financed the American participation in the in-
augural meeting in 1947, and over the years other generous
grants have come from the Reim Foundation, the Earhart
Foundation, the Lilly Endowment, the Roe Foundation,
the John M. Olin Foundation, the Scaife Family Charit-
able Trust, the Pierre and Edith Goodrich Foundation,
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the Garvey Foundation and other foundations, as well
as companies and individuals from many countries. Nor
should one overlook the in-kind and logistical support that
office-bearers rely on from their own companies, think
tanks and academic departments.

Despite this, financial strains have sometimes led to
tensions within the Society. The most serious was in 1958
when Hunold, who as European Secretary shouldered most
of the administrative work, began to complain about the
financial burden of it all. Since 1946, he said, his institu-
tion had spent around $30,000 (about $300,000 today) and
he personally had spent $20,000 (about $200,000 today).
He asked to be paid $3,000 a year, financed from higher
membership dues and new charges on those attending
conferences. Fritz Machlup, as Treasurer, was shocked: he
thought charging for meetings would exclude all the aca-
demics and leave the Society with only business members.
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MPS NobelistNo.4(1986) James M. Buchanan (1919-2013)

Buchanan, with his colleague (and fellow Society member) Gor-
don Tullock, developed Public Choice economics. Their pioneer-
ing book The Calculus of Consent (1962) used the tools of econom-
ics to analyse government decision-making.

While mainstream economists thought that government pol-
icy could correct market failure, Buchanan and Tullock argued
that self-interest undermines the rationality and efficiency of
public decision-making. Election results were the uncertain
outcome of a contest between competing and irreconcilable
interests. Debates were dominated by lobbyists with strong
interests in the outcome. Politicians appease such groups to ‘buy’
the votes they command. Then to get their measures through the
legislature, they indulge in reciprocal vote-sharing - ‘logrolling’

- which leaves us with more legislation than anyone rationally
desires; and the officials who enforce those laws impose their
own interests - perhaps by adding complexities to boost the
need for their expertise. The policies that emerge from this pro-
cess may be more damaging than the problem they are meant to
solve: as well as market failure, there is government failure too.

Simple majority voting makes decision-making easy but
also makes it easy for majorities to impose their views (and the
costs) on minorities. Qualified majorities (say, two-thirds) make
decision-making harder, but exploitation harder too. Buchanan
therefore explored constitutional and voting arrangements
designed to make essential decisions feasible while minimising
the exploitative power of majorities.
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5 THEEARLY YEARS

Activism or academy?

In the Society’s early years there were disagreements
about how ‘activist’ it should be. The first meeting was a
great success in terms of stimulating ideas and forging
new contacts, but some members wanted to do more
than just that.

The divisions surfaced at the first Board meeting of the
newly incorporated Society in 1948. Some, such as Brandt,
Hunold and the American journalist (and later Pulitzer
Prize winner) Felix Morley, considered the threat of collec-
tivism so great that quick practical action was necessary.
The French economist and government adviser Jacques
Rueff wanted this to include the Society publishing a lib-
eral manifesto directed at influencing public opinion.
Others, including the German economist Walter Eucken,
the Italian philosopher Carlo Antoni and Hayek himself,
wanted the Society to focus on research and study that
would fight and win the battle of ideas, discredit socialism
and outline the liberal alternative.

This latter view prevailed, though disagreements per-
sisted. Brandt and Rueff continued to press for a more
policy-oriented approach. Morley wanted the Society to
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be more ‘aggressive’. The Danish economist Carl Iversen
thought that even as a ‘scientific’ society the Society could
still work with policy groups. Leonard Read of the Founda-
tion for Economic Education felt that without a policy role,
the Society had little future.

A second conference

Despite these doubts about direction, there was agree-
ment among the Board that a second conference should
be held, if only to clarify the group’s purpose. Hunold and
Brandt, both on the ‘activist’ wing, raised the funds, and
the meeting took place in Seelisberg, Switzerland in 1949.
It discussed practical questions such as labour and wage
issues, the role of the state in education and the demand
for social security: the Society was beginning to fashion
its critique of post-war interventionism. But alongside the
intellectual agenda, members also debated the aims and
future activities of the Society. Brandt wanted an active
secretariat, vigorous fundraising, policy groups and pub-
lications. However, the majority did not agree.

The discussion resumed at the 1950 meeting in Bloe-
mendaal, Netherlands. Hayek argued, successfully, that
the Society should be a ‘community of liberal scholars’ not
a policy group. ‘He believed, writes Hartwell, ‘that the
Society’s competitive advantage lay in ideas, not in action,
and that in the long run the influence of the Society would
be greater if its efforts were intellectual rather than polit-
ical.” It was the same advice he had given the think tank
entrepreneur Antony Fisher.
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With the Society’s purpose settled, there followed a
decade of more meetings: Beauvallon, France in 1951,
Seelisberg again in 1953, Venice, Italy in 1954, Berlin, West
Germany in 1956, St Moritz, Switzerland in 1957, Princeton,
New Jersey in 1958 and Oxford, England in 1959. And the
Society continued to grow in both membership and geo-
graphical spread; by 1961 there were 258 members, includ-
ing several from Japan, South America, South Africa and
New Zealand.

Capitalism and the Historians

A single exception was made to the no-publishing rule.
Members were so impressed by papers delivered to the
Society on the theme of history and capitalism that Hayek
was asked to turn them into a book.

Capitalism and the Historians, published commercially
in 1963, proved a great success. It showed how historians
had chronically misrepresented the effects of England’s
Industrial Revolution on the population. Historians, it ar-
gued, were rewriting history to remake history — distort-
ing the facts in the attempt to prove that capitalism had
driven down the living standards of the working class. In
fact, the book’s authors observed, workers were flocking
from the farms and into the industrial towns, which gave
them wider employment opportunities, a more secure
living in better conditions, better and regular pay, and
greater access to facilities, community life and education
than they ever could have had working on the land.
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Unresolved and emerging issues

Despite the Society’s successes, by the 1959 Oxford meeting
more divisions were emerging. Hayek wanted to hand over
as President, but the obvious successors, Jewkes and Ropke,
did not wish to take on the task, so Hayek was persuaded
to continue. Disagreements about the size of the Society
also resurfaced: should it be small and elite or large and
inclusive? Some members worried that the Society’s size
was now inhibiting discussion. ‘Unlimited growth, Hayek
agreed, ‘may change the character of the Society entirely.

There was debate too when Hunold began publishing
The Mont Pelerin Quarterly in 1959. There was no agreement
over whether the Quarterly should be a learned journal, a
policy broadsheet or a members’ newsletter, and, as we
shall see in the next chapter, this would not end well for
Hunold. Questions began to be raised. What exactly were
his responsibilities? Was he in reality the Society’s Chief
Executive? If so, how far did his authority extend? And how
far should it extend? These would be the most bitter ques-
tions that the Society ever faced.
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MPS Nobelist No. 5 (1988) Maurice Allais (1911-2010)

Allais was a prolific economist who made important contri-
butions to the theories of general equilibrium, capital, deci-
sion-making, money and probability. His work anticipated that of
better-known economists, such as Sir John Hicks and Paul Sam-
uelson, but was underappreciated because he wrote in French
rather than English, the preferred language of economics.

Originally a professor at France’s Ecole des Mines (and later
head of the National Centre for Economic Research in the US), he
is best known for his work on efficient pricing in large monopolis-
tic enterprises, such as state-owned industries. He sought ways
to balance social benefits with economic efficiency through the
pricing strategies of state monopolies (e.g. mining and utilities)
rather than regulation.

However, his focus was on economic efficiency, whether it
was in markets or in the state-industry sector. He identified equi-
librium in a market economy as the point of maximum efficiency
and held that maximum efficiency is also an equilibrium point.

In relation to capital theory, he elucidated the trade-offs
between present and future productivity and argued that real
income grows most efficiently when interest rates equal growth
rates. He explored the supply of money and the demand to hold it,
arguing that this explains business cycles - work redolent of that
of Hayek and Friedman. His work on risk-management behaviour
led to the Allais Paradox, that lower risks were less attractive to

speculators.




6 THE HUNOLD AFFAIR

Until 1959 the Society had been essentially a two-person
operation. Hayek, as President, initiated and managed the
intellectual content, while Hunold, as Secretary, raised
money and managed the administration. But increasingly,
Hunold was beginning to take charge.

In his native Switzerland, Hunold was a man of some
status: an intellectual as well as a successful business ex-
ecutive. He felt entitled to high status in the Mont Pelerin
Society too. He was not just a founding member; it was his
funding initiative that breathed life into the Society in the
first place. His ability to raise money was crucial to the
success of the subsequent meetings. He worked long and
hard on running the Society. And he spent a lot of his own
money keeping it going.

Princeton and Oxford

Hayek, meanwhile, was keen to strengthen the Society’s
American links. He planned a US meeting in 1953 but
could not raise the necessary funds. Yet by 1958, Machlup
had secured finance for a meeting in Princeton, New Jersey,
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which, he claimed, would be the largest and most elabo-
rate event yet held.

And so it was. But its impending success threatened to
eclipse Hunold. Behind the scenes, he subjected the Amer-
ican organisers to constant interference and criticism. The
principal donor, Jasper Crane of the DuPont Company,
complained of Hunold’s Tudeness’ and how he ‘quarrelled
with everyone in Princeton’.

Hunold also circulated a personal memoir, The Story of
the Mont Pelerin Society, which - to the dismay of several
prominent members - disparaged the prominent Austrian—
American economist Joseph Schumpeter, who had earlier
dismissed the Society as irrelevant. Machlup regarded
Hunold’s attack on Schumpeter as unworthy of a member
of the Society. Hayek said that he too was ‘thoroughly fed
up’ with Hunold’s conduct - even though he accepted that
Hunold was ‘indispensable for the administration of the
Society’.

Hunold certainly felt himself indispensable, particular-
ly in the running of meetings. He had raised money for and
organised previous meetings. He had arranged everything,
including the programme, for the successful 1956 Berlin
meeting. His experience and success in the administration
of meetings convinced him that he should be the final au-
thority on such things.

But the Oxford meeting in 1959 was even more acrimo-
nious than the Princeton one. Hunold complained to An-
tony Fisher, one of its key UK sponsors, that the conference
was too English, with too many British speakers and no
translation services. He grumbled that it focused too much
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on economics. He wanted other speakers invited. He also
objected that Ralph Harris, whom Fisher had hired to run
the Institute of Economic Affairs, was centrally involved
in planning the meeting, even though he was not (yet) a
member.

Hunold came to believe there was an Anglo-American
conspiracy to replace him with the popular and energet-
ic Harris. He opposed Harris’s membership and wrote to
Board members, disparaging the role of Harris and the
Institute of Economic Affairs in the Oxford conference.
He demanded a re-vote when Harris’s membership was
agreed. A flurry of heated exchanges followed.

The Quarterly

One area where Hunold seemed answerable to no one,
however, was his publishing of the Quarterly. This was
not a cheap venture (its costs far exceeded the $877 in-
come of the Society) and was only made possible through
Hunold’s fund-raising. He raised enough money to keep
the Quarterly going from 1959 to 1962.

Hunold’s third issue of the Quarterly in January 1960
inflamed the earlier tensions further. Hayek protested
that, against Council policy, it expressed editorial opin-
ions — and even attacked individual members of the Soci-
ety. Hunold, however, insisted on retaining his editorial
independence and control.

For Hayek, it was the last straw. He saw further collabo-
ration with Hunold as impossible, and he told Ropke (who
remained Hunold’s staunch supporter) of his intention
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to resign as President. With it clear that either Hunold or
Hayek would have to go, factions began to coalesce and
votes were canvassed. A circular to the whole membership
from Hunold, to which Hayek replied in another, made all
members acutely aware of the dispute and of just how deep
it was.

The Society’s eleventh meeting, organised by Ropke and
Hunold, took place in Kassel, West Germany in 1960. It was
opened by Ludwig Erhard, the economics minister who
had abolished the post-war wage and price controls and
unleashed West Germany’s ‘economic miracle’. Hunold
saw the meeting as an opportunity to proclaim the practi-
cal importance and success of liberal policies, and ensured
that European and American newspaper reporters were
present — to the discomfort of members who believed that
the Society should not appear so public and political.

Intellectually, the meeting was a success, but the inter-
nal conflict raged. Erhard had to step in as peacemaker. It
was not easy; Hunold felt he had every right to continue,
but Hayek would accept no solution that left Hunold in
power.

Compromises and departures

Eventually a compromise was reached in which both
Hayek and Hunold stepped down from their offices, Ropke
became interim President, the Italian political scientist
and lawyer Bruno Leoni became European Secretary, and
Hunold became Vice President and continued to produce
the Quarterly. But as Hartwell observed: ‘It is doubtful that
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Hunold would have accepted the solution he did without
the influence of Erhard’s prestige and authority, to which
even Hunold deferred.’

Even so, the conflict soon erupted again with Hunold’s
minutes of the Kassel agreement, which differed crucially
from what others thought had been decided. The discord
resurfaced again at the 1961 meeting in Turin, Italy. The
Treasurer, the American social scientist Clarence E. Phil-
brook, was affronted by Hunold’s suggestion that pay-
ments for the travel expenses of American participants
at Kassel had been made illegally. Friedman, meanwhile,
objected to the undignified remarks about John Kenneth
Galbraith, the critic of American capitalism, that appeared
in the Quarterly. There were arguments about the site of
the next meeting, and how far Hunold should be involved.
There was even friction over the order in which the Vice
Presidents should be listed, and therefore, by implication,
how high Hunold ranked.

By 1962, relations between Hunold and other Board
members had irretrievably broken down. On seeing the
January 1962 edition of the Quarterly, the Board disowned
it. Hayek, Leoni and the Americans on the Council con-
cluded that they could not ‘any further remain in the same
Society with Dr Hunold. For his part, Hunold still had
many supporters, including important ones such as the
President, Ropke, and the American businessman and phi-
lanthropist Pierre Goodrich, who had continued to fund
the Quarterly. But the situation was untenable. There were
moves to exclude Hunold from the Society entirely, led by
the British business economist Arthur Shenfield and by
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Machlup, who was even prepared to see Ropke excluded
for supposedly being untrue to the Kassel agreement.

Under pressure to stand down, Répke resigned - not
just from office but from the Society too - and Hunold
followed him out soon after. Hunold’s resignation, says
Hartwell, ‘ended both the conflict within the Society and
the financial embarrassment the Quarterly could have
become’.
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MPS Nobelist No. 6 (1991) Ronald Coase (1910-2013)

Coase was a pioneer in the economic study of transaction costs,
social costs and public goods. A common theme was that econo-
mists’ abstract mathematical models largely ignored institutions
that were crucial to how the world really worked. His focus on
such institutions led to him becoming editor of the Journal of Law
and Economics.

His fame centres around three seminal articles. In ‘The Nature
of the Firm’ (1937), Coase (then a socialist) asked why, when
economists saw markets in terms of freewheeling transactions
between individuals, the dominant reality was firms - groups
cooperating under management. He answered that economists
were wrong in assuming that transactions are costless: trans-
action costs could be large, and firms existed to economise on
them. Transaction cost analysis became a completely new field.

In ‘The Problem of Social Cost’ (1960), Coase critiqued the
presumption that disputes about externalities could always be
resolved efficiently. He argued that transaction costs meant that
the outcomes depended crucially on how property rights were
assigned. Hence the need for institutions (like courts) that were
largely ignored by economists.

In ‘The Lighthouse in Economics’ (1974), Coase criticised
the standard theory that public goods (e.g. lighthouses), where
access was impossible to control, would not be produced except
by government. He pointed out real cases where lighthouses
were privately owned and operated, thanks to institutional
arrangements that allowed ships to be billed in harbour.
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7  THE MEETINGS OF THE 1950s

Intellectual concerns again

The Hunold conflicts cast a pall over meetings that were
otherwise considerable intellectual successes. The Turin
meeting, for example, grappled with the public criticism of
large-scale enterprises, especially multinationals, which
had come to be seen as the main cause of the continuing
dependency and poverty of the less developed economies.
The participants felt that economic change and the rise in
services would bring more opportunities for small firms.
Mises, characteristically, rejected all state subsidies to
businesses of any size, calling support for small busi-
nesses and farms a Tomantic middle-class policy’ But the
German liberals were keener to preserve a balance in the
treatment of large and small firms.

Another issue discussed in Turin was the worrying ef-
forts of the Soviet Union to ingratiate itself with the govern-
ments and citizens of less developed countries. How should
liberal countries respond? Not by pumping in aid of their
own, argued Brandt; rather, the West should aim to give
these countries a vision of freedom and the benefits of mar-
kets over wasteful state spending, and to open up to these
countries through more active trade and less protectionism.
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As often before, the debate on the international mon-
etary system produced most disagreement. Some wanted
a return to the gold standard; Friedman and Machlup fa-
voured flexible exchange rates. The only consensus was the
need for stability. Monetary policy has been a continuing
debate among members of the Society.

A second conflict

On a personal level, a new conflict was brewing between
Jewkes and Leoni, the new President and Secretary. A
disagreement about the site of the next conference devel-
oped into yet another dispute about the relative power of
office-bearers. After the 1962 Knokke meeting in Belgium,
Jewkes thought it important to have another meeting in
1963. ‘Leoni wanted to have a conference imaginatively
sited on a boat sailing on the Rhine ... or in France, reports
Hartwell, ‘but could not be certain of obtaining the neces-
sary funds.’ So Jewkes proposed instead another meeting
in Oxford.

The Board and Council supported Oxford, but Leoni ob-
jected, saying that the facilities and food in France were far
superior (points on which he was almost certainly correct).
And perhaps he thought that returning to England might
reinforce the perceived Anglo-American domination of
the Society.

Jewkes eventually defused the tension with a long con-
ciliatory letter to Leoni, but this relative calm came too
late to save the 1963 Oxford conference proposal. Fearing
that pressing on with Oxford would simply perpetuate the
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disagreement, Jewkes had cancelled it, bitterly blaming
the loss on Leoni’s ‘persistent and determined opposition’.
However, the Austrian philanthropist Max Thurn filled the
gap by offering to organise a 1964 meeting in Semmering,
Austria.

Moving on and outward

The Semmering conference was a great success. Attended
by 240 members and guests, it epitomised the growth in
the Society and the spread of members’ ideas. Past disputes
were put aside, and a new and more businesslike constitu-
tion was adopted, allowing the Society to concentrate on
its intellectual task.

But as the meetings grew in size, so did the problems
of financing them. Funds were usually raised from local
sources, since the Society had limited resources of its
own from which to fund conferences or meet deficits. A
proposed 1965 meeting in Venezuela had to be abandoned
because of a lack of finance, though Leoni was able to or-
ganise a meeting in Stresa, Italy for that year.

The new Board elected in Stresa was more international
than before, including as it did both a Central American
and a Japanese member alongside the Europeans and
Americans. Also at Stresa, plans were agreed for an am-
bitious new venture: a Special Meeting in Tokyo, Japan, as
proposed by Hayek’s student Chiaki Nishiyama.

Funding the travel of American and European pro-
gramme participants in Tokyo would be a big challenge for
the organisers of the Japan meeting; but a grant from the
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Reim Foundation helped, and the event was another great
success. Japan now became an important national focus
for the Society. There would be other meetings in Japan in
1988 and 2008.

Setbacks and successes

Meanwhile, plans were agreed for a meeting in Vichy,
France and another in Aviemore, Scotland. Meetings were
now coming thick and fast.

Yet there were setbacks. In late 1967, the new President,
Bruno Leoni, was murdered by a person who his law firm
was pursuing for unpaid rent. Ralph Harris, now planning
the 1968 Aviemore meeting, informed the Board of this
tragic setback and suggested that the Senior Vice Presi-
dent, French economist Daniel Villey, should take over. But
Villey had a heart condition and was reluctant. So too was
Friedman, who had too many other commitments. Even-
tually the German economist Friedrich Lutz, a past Presi-
dent, was persuaded to fill the gap on an interim basis.

Nevertheless, these setbacks did not prevent a suc-
cessful meeting in Aviemore going ahead; and the Society
branched out again with a 1969 Latin American meeting in
Caracas, Venezuela. It seemed that the Society could look
forward with confidence to celebrating its twenty-fifth
anniversary.
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MPS Nobelist No. 7 (1992) Gary S. Becker (1930-2014)

Becker systematically applied rational choice theory and micro-
economic analysis to a wide range of human behaviour normally
studied by sociologists, including the family, crime, addiction,
migration, organ donation, discrimination and education.

He pioneered human capital theory, arguing in his book
Human Capital (1964) that education and training were invest-
ments in ‘human’ capital, raising the individual’s potential prod-
uctivity just as physical capital does for firms.

He also explored business decisions, such as when firms
discriminate against particular groups of job candidates. This, he
observed, raised their costs by limiting their choice - explaining
why there is less discrimination in highly competitive markets
than in uncompetitive ones.

Becker used microeconomics to describe the competition
between interest groups in terms of the benefits to tax recipients
(e.g. subsidised businesses) versus the costs to taxpayers and the
economy more generally. He argued that these costs outpaced
the benefits, setting an upper limit to the size of government.

He argued that criminals’ decisions whether to commit
crimes depended on the perceived costs and benefits at the time.
Anti-crime strategies should focus on efficiently altering that
choice, for example, by increasing the likelihood of detection,
the speed of prosecution and the severity of punishment. And he
applied microeconomic analysis to personal decisions, such as
whether to be an organ donor and when people choose to marry
or have children.




8 THE CHALLENGES OF THE 1970s

Friedman’s concerns

Could the Society really be confident about celebrating
its twenty-fifth anniversary? Some members were still
uneasy about its growth - including Friedman, one of
the founder members, who in 1970 would become its
first non-European President. He thought the upcoming
twenty-fifth anniversary in 1972 was a good opportunity
to take stock, and he circulated his views and concerns
to members.

Friedman pointed out that the number of people now
attending meetings meant that venues were overloaded,
such that participants found themselves spread between
different hotels, which inhibited ‘free-wheeling discussion’.
Large meetings also required years of planning: could the
Society count on volunteers coming forward each time?
And, he went on, the large-scale format had deadened the
debate: meetings had become ‘tourist attractions’ rather
than lively and exciting intellectual debates.

To discuss these issues, Friedman arranged a Special
Board Meeting in Montreux in 1971, with about a dozen
other senior members in attendance. Friedman himself
was sceptical about the Society’s future. On the plus side,
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he argued, it served four important functions: it put lib-
erals in communication with each other; it stimulated
the exchange of ideas; it promoted learning; and it helped
create a greater understanding of the foundations of a
free society. Yet he also felt that if it could not recreate
the spirit, intimacy and intellectual thrill of the early
meetings, the Society might be better to go out ‘in a blaze
of glory’.

The Board was not minded to disband the Society; after
all, the threat to freedom was still profound, and liberal
principles still needed to be refined and spread. Instead,
the Board resolved to limit recruitment, screen applicants
more thoroughly and control the size and format of meet-
ings. It also agreed to raise an endowment to maintain
a permanent secretariat to help relieve the pressures on
officers and meeting organisers.

In the event, not all these resolutions were carried out.
The Society and its meetings continued to grow in size and
the pursuit of an endowment was at best half-hearted.

The anniversary meeting

The 1972 anniversary meeting, also in Montreux, included
a pilgrimage to nearby Mont-Pelerin, where (wrote Fried-
man later) Hayek was ‘moved profoundly and in turn
moved the rest of us by his remarks’. The programme,
drawn up by Friedman’s Chicago colleague George ]J.
Stigler (another founder member), debated the principal
problems facing liberal economists at the time - inflation,
trade unions, growth, trade and the media. A significant
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presentation at this event came from the American public
choice economist James M. Buchanan, who explained his
thoughts on the economics of political and bureaucratic
decision-making - ideas that, fourteen years later, would
win him the Nobel Prize in Economic Science.

The Montreux meeting was also a chance for the mem-
bership to confirm the structural decisions taken at the
Special Board Meeting in 1971. It was decided that a new
committee would review future membership applications.
Registration fees would rise substantially; and members
would no longer be fully subsidised. Local committees
would become largely responsible for the finance and or-
ganisation of meetings.

A paid assistant secretary

The Board also moved to deal with the strain of central
administration - a problem about which Hunold had
complained years before. It appointed the Luxembourg
business economist Jean-Pierre Hamilius as a salaried
assistant secretary, with the dual role of organising Euro-
pean meetings and producing a newsletter to keep mem-
bers up to date with the Society’s activities, and each
other’s.

But this first venture into having a paid secretariat
turned out unhappily. Board members tended to load
work onto Hamilius as their paid executive, so most of
the organisation of the 1973 Regional Meeting in Salzburg,
Austria - including translating papers between French
and German - fell to him. At the same time, Hamilius felt
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a duty to produce a frequent and high-quality newsletter.
The burden of all these competing obligations began to
overwhelm him.

Hamilius was exhausted, but he carried on. After all,
there was the 1974 General Meeting set for Brussels to or-
ganise — though this time the local Belgian members did
more of the work. But there was one more difficult task
for Hamilius to do: namely, to secure from Hunold the
early records of the Society. Fortunately he succeeded in
this delicate task. These records, including the extensive
album of photographs that Hunold took at the original
1947 meeting, are now archived in the Hoover Institution
in Palo Alto, California. Today the Hoover Institution ar-
chive also contains most of the subsequent correspond-
ence, minutes, programmes and other documents of the
Society.

By the mid 1970s, the cost of Hamilius’s ambitious
Newsletter, along with his other expenses, were rising.
The Society was living well beyond its means. By 1977 the
Treasurer, American economics professor Arthur Kemp,
was sufficiently alarmed to propose abandoning both the
post of Assistant Secretary and the Newsletter. By way of
compromise, George Stigler, as President, wrote to Hamil-
ius, capping his expenditure and suggesting that the News-
letter should appear just once a year.

But Hamilius, proud of what he had created, resigned
indignantly. The office of Assistant Secretary lapsed and
the Newsletter disappeared for a time before being revived
in a less ambitious format. But at least the Society was
again spared another potential financial embarrassment.
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Financial management

Even so, managing the Society’s financial affairs was no easy
task. Today, the accounts are professionally audited and
filed. But every year during the 1960s and 1970s, Philbrook
and Kemp, during their respective terms as Treasurer, both
had doubts about whether the Society’s financial records
would meet the stringent requirements of the US tax author-
ities. In fact, though, the accounts passed official scrutiny
and the Society’s tax-exempt status was never challenged.

Philbrook and Kemp’s main problem was to get the Euro-
peans to take the American accounting standards and legal
requirements seriously. Following the departure of Hunold,
who raised most of the early funds, Leoni became the main
fundraiser for the European meetings; but after Leoni’s un-
timely death in 1967, his successor Ralph Harris described
Leoni’s papers as voluminous but ‘rather patchy’.

Not that Harris was a meticulous record keeper him-
self. Kemp found him ‘genial but elusive’ - complaining
of him doing just enough, just in time, to allow Kemp to
file the annual tax return. But even that small measure
of compliance required constant hounding from Kemp,
who expressed his frustration on several occasions. Har-
ris, meanwhile, resented the Society’s finances being run
entirely from the US; to him it reinforced the feeling of
American dominance, and (in those days before email or
even fax machines) it made the Society’s financial opera-
tions difficult, slow and clumsy. Harris and Villey had even
suggested creating a European Treasurer - an idea firmly
slapped down by Philbrook.
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The cost of meetings

Another issue was to clarify the Society’s financial re-
sponsibility for meetings. Before Kemp, the accounts for
meetings were intermingled with those of the Society,
which left the financial records confused and raised issues
for the Society’s US tax status. Kemp insisted on separate
accounts for all meetings — a rule which persists to this
day. But even then, he (like his predecessors) was rarely
consulted on the financial plans for meetings, merely pre-
sented with the accounts and the bills.

That changed only when Edwin J. Feulner Jr, the expe-
rienced head of the Heritage Foundation in Washington,
took over as Treasurer in 1979. Today, the Society’s Treas-
urer plays a key role in the financial planning of meetings
and in raising financial support for them, particularly sup-
port to help young scholars to attend.

Finance for meetings has always posed problems. The
early meetings were free to participants — something that
was important to many, particularly the Germans, be-
cause of the currency controls then in force. But at Seelis-
bergin 1953, for the first time, members had to pay for their
own accommodation; and thereafter, that became the
usual practice. The rising costs of conference venues large
enough for the group meant that, from the 1972 Montreux
meeting onwards, participants have also been charged a
registration fee. Even with most participants paying their
own way, however, substantial funds still have to be raised
towards the organisation and conduct of the meetings,
which in many cases are five or more days long.
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MPS Nobelist No. 8 (2002) Vernon L. Smith (1927-)

Over his long academic career, Smith became a leading contribu-
tor to behavioural economics and a pioneer of experimental eco-
nomics, for which he earned the Nobel Prize in Economic Science.

Raised on a farm in Kansas, he went on to earn degrees from
several universities, including a PhD from Harvard. He went on
to hold a number of academic appointments and was on the edi-
torial boards of several economic journals, including the Ameri-
can Economic Review and the Journal of Economic Behavior and
Organization.

Smith advanced the use of laboratory experiments, in which
subjects were given practical economic choices, to gain a better
understanding of how real-world economic choices are made,
and how different conditions may affect them. By changing the
parameters under which lab-based ‘market’ choices are made,
for example, we may be able to identify which rules and institu-
tions make real-world markets operate more (or less) efficiently.

Such techniques demonstrate that our economic institutions
are critical to the way in which markets work. They also allow
us to assess the value of different institutions empirically, with
a view to selecting the most efficient or desirable. For example,
economists can assess how different trading arrangements,
such as different kinds of auction, affect the allocation of scarce

resources.
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9  GROWTH AND RECOGNITION

Bleak as the prospects for liberalism still appeared to be at
the twenty-fifth anniversary meeting in 1972, liberal ideas
were about to come into the ascendancy, bringing the So-
ciety further growth and greater recognition. The 1970s
brought Nobel prizes for Hayek and Friedman - followed
by more in the 1980s for Stigler, Buchanan and Allais.

New people and new places

By the late 1970s a new generation was running the Soci-
ety. Feulner’s election as Treasurer was crucial; a proven
fundraiser and capable administrator, he took over at a
time when funding for meetings was becoming vital, and
accounting standards were growing more onerous. He be-
came directly involved in the financial planning of confer-
ences, and more of the general administration of the Soci-
ety came to rest on his shoulders. He would bear the main
burden of the Society’s administration for over 30 years.

A pattern emerged, still followed now, of General
Meetings (the main international meetings of the Soci-
ety) being held in even-numbered years and one or more
Regional Meetings (designed mainly for participants from
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particular hemispheres or continents) in odd-numbered
years. Thus, in the 1970s there were five General Meetings
and seven Regional Meetings, and the same again in the
1980s.

Among those events was the 1978 General Meeting in
Hong Kong, the first General Meeting to be held outside
Europe and the US. Feulner raised significant funds, and
over a hundred members, together with twice that number
of guests, attended the meeting. Moreover, the meeting
elected as its new President Manuel Ayau, head of the Uni-
versidad Francisco Marroquin in Guatemala, which was
(wrote Hartwell) ‘a significant move indicating the chang-
ing character of the Society, particularly since he was suc-
ceeded by Nishiyama, a Japanese’.

Continuing debates

Some things did not change - for example, the continuing
worries and debates about the Society’s finances. In 1979
the American law and economics professor Henry Manne
called for a significant increase in fees for non-academics,
along with honoraria for the academic presenters. The aca-
demic members, he argued, were giving up their time to
deliver ‘one of the world’s finest programmes’, which the
non-academics enjoyed at ‘a ludicrous price’. The idea was
firmly rejected by Ayau. Members, he said, did not agree
to speak for a fee, but to ‘enlighten and to assist those
scholars, businessmen, journalists, etc., who are doing
something important throughout the world, in their re-
spective spheres of influence’.
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A new disagreement arose over the suggestion of a meet-
ing in Taipei, Taiwan. Feulner visited Taiwan and found ‘a
positive response’ to the idea both there and in Washing-
ton. But it caused problems for Japanese members, and
there were concerns that the Society might stumble into a
political minefield, given the hostility between China and
Taiwan. Friedman, true to form, argued that the Society
should take no account of such politics and go ahead. In
the event, Nishiyama defused the concerns by suggesting
a meeting in Tokyo for 1977, which the Taiwanese could
attend. Eventually, at the 1976 General Meeting in St An-
drews, Scotland (held there to mark the 200th anniversary
of Adam Smith’s 7The Wealth of Nations), it was decided that
Nishiyama would organise the General Meeting in Hong
Kong in 1978, and that it would be preceded by what was
termed a Special Meeting in Taipei.

Both meetings went ahead as planned. A decade later,
in 1988, another meeting was held in Taipei. Again, it was
not a formal Regional Meeting but another Special Meet-
ing of Society members who were also attending the 1988
Tokyo/Kyoto General Meeting in Japan.

Growth without (much) disagreement

The 1980s was a decade of growth without great disagree-
ment. Membership rose, meetings were held regularly,
and attendance was high. The finances improved, thanks
largely to Feulner’s fundraising skills and prudent man-
agement. He brought in a number of generous donations,
which not only helped towards the Society’s meetings and
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organisational costs, but also provided for a new Hayek
Essay Prize and for travel funds to promote the attendance
of young scholars.

As Friedman had observed years before, because of
the size and international nature of the Society, meetings
needed to be held in large and convenient venues, which
generally meant specialist conference hotels in capital city
centres. And those were usually expensive. Now, with the
cost of meetings continuing to rise, and amid concerns to
safeguard the Society’s funds, the Board decided that it
would not consider offers to host a meeting unless there
were firm assurances of financial support. In addition,
meeting organisers would be subject to a much higher
level of financial scrutiny by the Treasurer than in previ-
ous decades.

The Board also decided that membership dues should
always be high enough to cover the costs of the Newsletter,
which had re-emerged under a series of editors. In those
pre-email times, printing and mailing copies of the News-
letter to several hundred members, located all around the
world, was a significantly expensive venture. The printed
Membership Directory, listing members’ contact details,
which again had to be mailed to all members, was another
considerable expense.

The discussions about the Society’s finances, running
and organisation continued. A committee under Manne,
like others before it, failed to come up with acceptable
suggestions. But with things going well there was little agi-
tation for change. For example, Friedman - still concerned
about how the Society was expanding - suggested creating
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a ‘Senate’ of ‘older and wiser heads’ to act in an advisory
role; but even this modest idea was not taken up until the
2012 General Meeting in Prague, before being abandoned
again just four years later.

Size and publicity

With a clutch of Nobel prizes going to members in the 1970s
and 1980s, the Society’s international status rose consid-
erably. Its fame spread and its meetings grew still more.
Predictably, this brought problems beyond the perennial
debate about the size and intimacy of the discussions. A
number of other groups, some in which Society members
were involved, were now fixing their own meetings around
those of the Society, using that synergy to attract the So-
ciety’s participants and speakers to their own events. The
Board moved to discourage this, worried that the Society’s
reputation might be sullied, particularly if it came to be as-
sociated with the views of these other, sometimes political,
organisations.

Since the 2002 London meeting, however, the Board
has accepted that there can indeed be considerable ben-
efits from coinciding with other meetings, at least with
those organised by liberal but non-political bodies, such
as friendly think tanks, foundations and groups of young
scholars who might be potential future members. Though
the policy is kept under review, such ‘fringe’ events are now
generally welcomed rather than being discouraged.

Media interest was another issue raised by the growing
recognition of the Society and of its individual members.
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Many of those members were now internationally known

- even famous. Fearing that media interest and reporting
of meetings would inhibit the participants from speak-
ing frankly, the Board moved quickly to curb such activ-
ities, emphasising the essentially private nature of the
discussions.

The Chatham House Rule - a ban attributing remarks
to any individual speaker — continues to apply at the Soci-
ety’s meetings, even in this age of instant communication.
The only exceptions are some set-piece speeches and pres-
entations, which are recorded and shared, or even broad-
cast live, online. But these exceptions are made only with
the agreement of the Board and the members present.

Discussion about presentations, however, is still gen-
erally subject to the non-reporting rule. The idea is that
members can safely put forward ideas that may not yet be
fully formed and that they can discuss controversial issues
without fear of being quoted or having their remarks taken
out of context. Meetings are not secret, but in the interests
of free speech and candour, the discussion remains pri-
vate. Accordingly, while prominent members are often in
demand for interviews, these always take place outside of
the conference hall and never reveal what any individual
might have said within it.
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MPS Nobelist No. 9 (2010) Mario Vargas Llosa (1936-)

Peruvian-born Vargas Llosa is a prolific writer of novels, plays
and essays that often explore themes of individual resistance and
revolt and show his commitment to social change.

Originally a Marxist supporter of Castro’s Cuban revolution,
his later book My Intellectual Journey (2014) describes his sub-
sequent move to liberalism, having realised that socialism was
incompatible with liberty and freedom. In this, he was influenced
by fellow Peruvian (and Society member) Hernando de Soto,
whom he helped to establish the Institute for Liberty and Dem-
ocracy in Lima.

His career began with a three-act play and stories in literary
magazines. His prize-winning first novel The City and the Dogs
describes a group of military academy cadets trying to navigate
a corrupt, hostile regime - a metaphor for Peruvian politics itself.
A later novel, Conversation in the Cathedral, describing a search
for truth about a murder, attacked the dictatorial government of
Manuel Odria. Another, War of the End of the World, was set against
the backdrop of nineteenth-century conflicts in Brazil. Later, he
moved on to write satires, parodies and humorous works, plus
critical studies of writers including Flaubert, Camus and Sartre.

In 1990 he stood as President of Peru, losing to Alberto Fuji-
mori. Three years later he became a Spanish citizen, living in
Madrid, but still frequently visits and writes about Peru.




10 FREEDOM AND EXPANSION

Into Eastern Europe

In the 1980s and 1990s, members of the Society remained
well aware that freedom was still under threat in large
parts of the world; yet they had the exhilarating feeling
that things were at last going their way. Several countries,
starting with Margaret Thatcher’s government in Britain,
were privatising their state industries on a grand scale;
governments from China to India and the US to France
were cutting taxes, liberalising or retrenching; and pro-
gress was being made on tariff reductions and the liberali-
sation of international trade.

Then in 1989, with astonishing speed, came the most re-
markable phenomenon of all. In May that year, Hungary’s
border guards began dismantling the barbed wire fortifi-
cations of the Iron Curtain, in advance of the Hungarian
government’s lifting of travel restrictions to Austria. By
September, tens of thousands of East Germans were travel-
ling through Hungary, then making their way into the free
West. With the remainder of the Iron Curtain fortifications
now rendered pointless, thousands of protestors began to
congregate at the most symbolic part of the East-West
divide: the Berlin Wall that had separated the city since
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1961, which members had seen for themselves at the 1982
General Meeting in Berlin. Faced with the inevitable real-
ity of the situation, in November 1989 the East German
government announced that its citizens were now free to
cross the border into West Germany. With hammers, pick-
axes and any other tools they could find, the crowds tore
down the Wall. They faced no resistance. Eastern Europe
could be free again.

The 1990 General Meeting took place in Munich, which
was still officially located in West Germany, but would
soon be part of areunited Germany. The theme was Europe
in an Open World Order and the mood was upbeat. Speak-
ers from Eastern Europe were invited, among them Vaclav
Klaus, who would subsequently become Prime Minister
and then President of the Czech Republic. But at Munich
he attended as a mere economist, as unsure of the Society
as it was of him.

With Eastern Europe now opening up, plans were laid
for a 1991 Regional Meeting in Prague, Czechoslovakia. It
was premature to imagine that freedom was now com-
pletely safe, but there was a feeling that the Society’s hard
and long effort was at last paying off. Other meetings would
take place in the former Soviet bloc countries: in Potsdam,
(East) Germany in 1999, Bratislava, Slovakia in 2001, and
Prague again in 2012.

The death of Hayek

Yet the euphoria of the times was tinged by sadness at the
passing in 1992 of the Society’s founder, Friedrich Hayek.
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He had lived just long enough to see the Iron Curtain fall
and Soviet collectivism - its dismal workings and results
now thrust into full and undeniable view - thoroughly
discredited. His death was marked by a brief ceremony at
the 1992 General Meeting in Vancouver, Canada. The 1994
General Meeting in Cannes, France became an opportun-
ity to review a number of Hayek’s most productive themes
- spontaneous order, business cycles, capitalism and the
historians, and the ethics of freedom.

The 1996 General Meeting in Vienna, Austria, however,
looked forward, discussing the liberal response to some
very modern social policy issues: environment, health-
care, privatisation, corruption, crime and immigration.
It seemed to be fully in line with Hayek’s original hope
of making liberal philosophy relevant to contemporary
concerns.

And then it was time to mark another milestone - the
fiftieth anniversary of the original meeting at Mont-Pélerin,
observed in a small members-only meeting in the moun-
tain resort itself, and celebrated with a much larger Gen-
eral Meeting in Washington, DC, in 1998.

Special meetings

The Society now launched itself into another new venture -
a series of Special Meetings, initiated mainly by Greg Lind-
say of the Centre for Independent Studies in Australia and
Linda Whetstone, a Board member of the Atlas Economic
Research Foundation and daughter of the Foundation’s
founder, Antony Fisher. (In 1988, shortly before his death,
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Fisher was knighted at the recommendation of Margaret
Thatcher, becoming Sir Antony Fisher.)

The aim of these Special Meetings was to open up
new countries to liberal ideas and to scout for potential
new members in places where the Society was under-
represented, such as Bali, Indonesia (1999), Goa, India
(2002), Colombo and Kandalama, Sri Lanka (2004), Nairobi,
Kenya (2007), New Delhi, India (2011) and Fez, Morocco
(2012). Alongside the 2011 Regional Meeting in Istanbul,
Turkey, the Fez conference marked an attempt to explore
the relevance of liberal ideas in Islamic countries. A 2012
meeting on evolution and economics, imaginatively sited
in the Galapagos Islands, also broke new intellectual
ground, focusing on the potential cross-fertilisation be-
tween the natural and social sciences.

Experienced fundraisers and organisers from policy
think tanks, such as Feulner and Lindsay, were by now
playing a larger part in the Society’s affairs. As meetings
grew larger and costlier, it became more difficult for indi-
vidual academics to organise and finance them. Since the
Vienna, Austria meeting in 1996, all General Meetings have
been run by hosts with the backup of a research institute
or similar body.

These changes are also reflected in the Society’s officers.
Apart from Hunold, almost all of the early Board and
Council members were academics. Now it is common to
see think tank executives and intellectuals from business,
journalism and the law on the Board.

They feature as senior officers too. The first non-
academic to be elected President of the Society was
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Harris - by then ennobled (also at the recommendation of
Margaret Thatcher) to Lord Harris of High Cross in 1979.
More recently there have been several other non-academic
presidents: Feulner in 1996, the Uruguayan lawyer Ramén
Diaz in 1998, Greg Lindsay in 2006 and Linda Whetstone
in 2020.

Other innovations

Meetings changed and developed too, with new ideas
being trialled and then developed. The 2002 General Meet-
ing in London, England featured lunch ‘topic tables” and
after-hours meetings to allow for more intimate and de-
tailed discussion on subjects chosen by members. Great ef-
fort was put into providing scholarships for young people.
Roving microphones replaced the traditional standing mi-
crophones to help maintain the flow of the debate. The Lon-
don conference was held over a weekend instead of during
the week to help members with work commitments. The
traditional excursion - a staple ever since the first meeting
in Mont-Pélerin — was moved from the middle to the end of
the meeting so as to condense the formal part of the event
for the benefit of busy members. And, in those days before
wi-fi, an Internet café provided online computer access for
those who wanted to keep in touch with their offices back
home.

Other meeting organisers experimented too. For ex-
ample, though the Society’s members had become used to
meeting in prominent international hotels in capital city
centres, the organisers of the 2009 Regional Meeting in
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Stockholm took the step of booking a smaller and cheaper
hotel so that extra funds could be devoted to scholarships.
The resulting large presence of young scholars was reck-
oned a considerable success and provided a model for fu-
ture events.

Some of these changes were repeated in subsequent
meetings, others not. For example, the Internet café pro-
vision, itself a technological innovation, was made redun-
dant by further rapid advances in online connectivity. The
topic tables have reappeared and disappeared at various
times. Young scholars’ programmes have become a stand-
ard and vital part of meetings. But conferences have most-
ly reverted to during the working week, and the idea of
moving the excursion did not catch on; ever since the first
meeting, which featured one half-day and two full-day ex-
cursions, the informal outings have been regarded as a key
opportunity to promote greater personal connection be-
tween members - particularly between those of different
generations — and is seen an integral part of the meetings’
purpose, rather than a mere bolt-on extra.

Reaffirmation and improvement

The activities and aims of the Society were reviewed again
at an informal meeting of the Board and senior members
held at the 2005 Regional Meeting in Reykjavik, Iceland.
They proposed that the membership committee should
act as ‘talent scouts’, and that there was a need to attract
people from additional countries, with perhaps more
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Special Meetings like those already held in Bali, Goa and
Sri Lanka.

The Board also resolved that membership nominations
should be made online — a new Society website was now up
and running - and that there should be a fast-track mem-
bership process for prominent liberal thinkers, even if they
had not attended earlier meetings (as the existing rules
demanded). Membership applications would be reviewed
twice a year, instead of only every two years at General
Meetings. But in the event, it took more than a decade for
the Society to make its membership application process
paperless; fast-track membership was adopted, but later
abandoned amid concerns that it created members who
were not really very interested in the Society’s activities;
and membership applications eventually moved to a more
manageable and less exhausting annual round.

There was debate too in Reykjavik on how to retain
young members who came as Hayek Essay Prize scholars,
but often then dropped out because of the high cost of at-
tending international meetings. This remains a continuing
problem, though much effort now goes into raising funds
for scholarships available to young scholars, and retention
rates have improved.

In another discussion redolent of Hayek’s original
proposals for a liberal ‘academy’, the group in Reykjavik
agreed that the Society’s intellectual programmes needed
to be strengthened. Although its intellectual depth and
breadth was seen as giving it a unique edge over other
liberal-minded organisations that had grown up (often
running their own international meetings), work was
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needed to maintain the Society’s relevance. The group
therefore called for meetings to address the current
threats to liberty, such as regulation and populism, and
explore the ethical and political case for freedom, not just
the economic case.

Accordingly, there was a strong view that the Soci-
ety should adhere to its intellectual purpose — though it
should remain open to non-academics. As often before,
the group in Reykjavik felt that the Society needed more
non-economists in its membership, such as historians and
philosophers. As Feulner had written in his 1999 Intellec-
tual Pilgrims, "This imbalance in our membership has never
been rectified and may account for the fact that, while we
have brilliantly succeeded in developing a critique of, and
alternative to, economic interventionism, Hayek’s goal
of formulating a “comprehensive philosophy of freedom”
continues to challenge us.’



11 TAKING ON THE CRITICS

New York

One of the biggest intellectual challenges for the Society in
the first decade of the new millennium was an economic
one: the financial crash of 2008. This was widely reported
in the media and by intellectuals as a ‘failure of capitalism’.
Public faith in free markets took a severe blow, and there
were numerous calls for Keynesian-style policies, involving
more public spending, cheap credit and money creation.
There was a multitude of false narratives around the
financial crisis. Some put it down to lax and insufficient
regulation. Others even hailed it as the glorious self-
destructive ‘end of capitalism’ predicted by Marx (albeit
a century and a half earlier, and in a very different eco-
nomic environment). The ease with which these narratives
made their way into public and political consciousness
convinced Mont Pelerin Society members (and other lib-
erals too) of the importance of updating, developing and
disseminating their ideas even more strongly and urgently.
For its part, the Society responded with a 2009 Special
Meeting on the crisis, held in the world’s leading financial
centre, New York. Most participants there saw the crash
as a crisis of politics, not markets. It was, they believed,

67



SCALING THE HEIGHTS

68

the sad but inevitable result of a long and unsustainable
boom created by the loose money and cheap credit policies
of politicians and central bankers. Hayek, of course, had
won his Nobel Prize largely for his 1930s work on just such
boom-bust cycles.

The New York meeting marked the start of a concerted
(but perhaps ultimately insufficient) intellectual fightback
by free-marketeers to the criticism they suffered following
the crash. The Austrian and monetarist views that boom-
bust cycles were set off by an excess of credit or money
were repeated and debated. Forbes publisher Steve Forbes
scornfully debunked the notion that the crisis was caused
by the ‘greed’ of bankers: we had been told for decades that
bankers were greedy, so what had changed, he asked. And
the Nobel economist Gary S. Becker proposed solutions
to the ‘too big to fail’ problem, with more onerous reserve
requirements on large banks, reflecting the systemic risk
they pose, and lighter rules on smaller banks. This, he ar-
gued, would encourage greater competition — something
that might have restrained the worst excesses of the boom
years.

The returning threat

By 2012, keen to take on new allies (particularly younger
and energetic ones) to help in the fightback, the Society had
grown to around 600 members. Of those, a fifth had been
added following a controversial Board decision, taken at
the 2010 General Meeting in Sydney, Australia, to allow the
Society’s expansion up to 1,000 members. Development
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progressed on other fronts too. Through prudent manage-
ment, and despite the financial crash, the Society’s reserves
were strong. And at last, Milton Friedman’s idea of an ad-
visory Senate was made a reality, with all past Presidents,
Secretaries and Treasurers being designated as members
of the body.

The 2012 General Meeting in Prague was a glittering
affair, with meetings in Prague Castle, hosted by the
President of the Czech Republic, Vaclav Klaus - the once-
unknown East European economist who was the centre
of so much bemused interest at the 1990 Munich meeting.
But the 2012 event in Prague was more downbeat than the
1991 meeting held in the same city soon after the fall of the
Iron Curtain. More than two decades on, members had
become acutely aware of ‘liberalism’s manifest inability to
translate its intellectual victories into political victories
that seriously roll back the size and power of the socialist
welfare state’, as Feulner had put it.

‘Ideas, he had told the special 50th anniversary gather-
ing in Mont-Pelerin, ‘are decisive, but not self-implement-
ing. Big government had been discredited intellectually,
but government was still bigger than ever. Central plan-
ning had been abandoned, but a mass of suffocating regu-
lations had filled the interventionist void. Soviet socialism
might have ended, but there were new threats to freedom.

To the European members at the 2012 General Meet-
ing, one of the greatest of these threats was, paradoxically,
Western Europe itself — by then consolidated into a supra-
national body, the European Union. The Prague meeting
focused on the growing centralisation and politicisation
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of the EU, its fondness for regulation, and the single Euro-
pean currency that was already raising tensions between
different European countries and was making the post-
crash economic adjustment that much more difficult. (For
once, this was a discussion about currency that did not
cause dissent.)

The Society’s critics

The rising prominence of the Society and several of its
members, coupled with its determination to keep its dis-
cussions private, has excited both legitimate critics of lib-
eral ideas and the usual crop of conspiracy theorists. The
latter imagine the Society as masterminding the activities
of think tanks and politicians around the globe. Yet in real-
ity, being only a discussion forum, it does not and cannot
direct anyone. In any case, its members have generally
nursed a long and healthy suspicion of politicians and po-
litical activists. The Italian communist Luciana Gallino
and the US historian Philip Mirowski likewise suggest that
the Society created a liberal intellectual hegemony in the
world’s universities. In fact, academics, particularly those
in the social sciences, have always veered to the left; and
with only two or three members in most countries, the So-
ciety hardly has a strong enough representation to dictate
the policies of universities.

Critics also imagine the Society as a collection of rabid
ultra-individualists — conveniently dismissed as ‘neoliber-
als’ — even though its members reflect a wide mixture of
views. Since 1947, as mentioned, members have debated
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how far liberal thinking should be a ‘pure’ approach and
how far it must be tempered by the current needs and
values of society.

Other attempts to tarnish the Society’s name delve 50
years into the past to associate it with the disgraced US
President Richard Nixon and the Chilean dictator Augusto
Pinochet, pointing out that Milton Friedman advised both.
In a sense the association is true, though Friedman was
happy to give anyone the benefit of his advice; and he
dropped Nixon immediately when it was not followed. He
had no formal or lasting relationship with Pinochet, and
indeed criticised him on many fronts, both social and eco-
nomic - though Hispanic students of his helped turn Chile,
whatever its other faults, into the economically most pros-
perous country in South America.

Another line of attack, promoted by the British jour-
nalist George Monbiot and others, is that the Society is
a conspiracy of the rich: that Hayek knew the ultra-rich
would pay him to spread policy ideas that favoured them;
and that the Society cultivated Ronald Reagan and Mar-
garet Thatcher to get that agenda in place. The reality is
very different. Hayek struggled to raise funds in 1947, and
funding has been a problem for the Society ever since. In
any case, the Society comprises mostly academics, not
the wealthy elite, and their focus is more on liberating the
working poor and on growing economies, not helping the
already rich. As for Reagan and Thatcher (going back half
a century again), the Society had no influence on them ex-
cept through ideas, and if it expected them to slash public
spending, cut the tax burden and restore a free-market
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paradise, it would have been left sadly disappointed. But
Mont Pelerin Society members have never expected much
except disappointment from politicians.

Personnel changes

In practical terms, the time around the 2012 General Meet-
ing in Prague also marked the beginning of major changes
in the Society’s personnel and organisation.

Il health forced Giancarlo Ibarguen of the Universidad
Francisco Marroquin in Guatemala to step down from his
role as Secretary of the Society in 2012. Eamonn Butler of
the Adam Smith Institute agreed to take over.

Feulner too, after retiring from his post as President
of the Heritage Foundation in 2013, also stepped down as
its long-serving Treasurer and main organiser, though he
continued to help greatly with fundraising. He nominated
a worthy successor in Professor J. R. Clarke of the Uni-
versity of Tennessee. Running an international Society of
around 600 members had become a very demanding and
time-consuming job, most of it falling on the Treasurer.
Clarke, however, had huge experience in managing large
professional associations, being Treasurer of the South-
ern Economic Association and the Association of Private
Enterprise Education (many of whose members were also
members of the Mont Pelerin Society).

These changes came at a time of mounting concern
about the sheer scale of the job of managing a growing,
diverse, international body. Its officers, after all, were all
volunteers. There was a rising view that the Board needed
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to become more open to new people, new ideas and new
meeting formats - and to keep in better touch with the
membership. In response to these challenges, Clarke
sharpened the management and accounting, while Butler
set about producing annual surveys of members’ opinions
on the Society’s events, management and purpose.
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12 SHAPING UP FOR
THE TWENTY-FIRST CENTURY

New thinking in Hong Kong

The Hong Kong General Meeting of 2014 brought the So-
ciety’s members, who had previously rejoiced in China’s
liberalisation and accession to the world trading system,
up against the realities of that revival. The local organiser,
Yue-Chim Richard Wong, invited the former Chief Execu-
tive of Hong Kong, Tung Chee-hwa (China’s choice to run
Hong Kong after the British departure in 1997) to speak at
one of the lunches. He spoke for the full time allotted, leav-
ing none for questions, which prompted complaints from
members such as Ruth Richardson that politicians should
not generally be given a platform at the Society’s meetings,
and certainly not without facing questions. Her criticism
was not lost on the meeting. But to other listeners, Tung’s
remarks came as a valuable but chilling warning about
China’s ambitions for Hong Kong and the South China Sea
in general. It was also a stark reminder that China, though
now an enormous trading nation, was by no means a be-
nign and liberal free-market democracy, and that the free
world’s trade and other dealings with China should be
tempered by that fact.
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In Hong Kong, the new Secretary and Treasurer
prompted the Board towards a reform agenda. Among the
changes agreed were moving the Newsletter online, greater
stringency on members in arrears, a more rules-driven
membership process, more bursaries for young scholars
and updating the Society’s accounting technology. And
there was talk of many other reforms. The retiring Pres-
ident, the American economist Allan Meltzer, summed
things up with some trepidation: “There’s going to be
changes. I don’t know what they will be, but there will be
changes.’

Constitutional changes

And changes there were. Running the Society had be-
come a complex operation. It was now fifteen times larger
than the original group who met in 1947. Its members
were much more diverse in terms of age, gender and
professional background. It had members on every con-
tinent. And like all such bodies, its operations were sub-
ject to the increasingly rigorous accounting and practice
standards demanded by both the authorities and the
professions. Clarke and Butler concluded that its consti-
tution — drawn up in the 1960s - and the informality of
the Society’s procedures were no longer sufficient for the
operation of what was now a large and prominent inter-
national organisation.

The four executive officers discussed the Society’s
organisational problems and agreed ways forward at a
special meeting in London in February 2015. The legal
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corporation would be moved to Clarke’s office in Chat-
tanooga. A new website would be built, which would be
designed to allow online processing of membership ap-
plications and secure credit card payments. New systems
would be created to tighten internal accounting and
ensure that accounts and legal documents were filed on
time. The performance of the Society’s investments would
be reviewed. Any discrepancies found in the account-
ing numbers and the membership list would be worked
through and resolved. The membership process would
move to a more manageable annual cycle, fast-track
membership would go, there would be firmer rules for
members who were in arrears on their membership dues
(now $100) and complimentary membership for the over-
70s would be phased out. The Board would be slimmed
down to twelve, there would be term limits on officers,
expenses would be tightened and there would be writ-
ten guidelines for Board and committee members. The
Senate would be replaced with a Nomination Committee
that would propose new Board appointments. To put all
this into effect, the By-laws (the Society’s constitution)
would be redrafted by Butler and Clarke.

In 2016, the new rules were put to an online ballot of
all 593 members in good standing and passed by an over-
whelming majority. A motion to accept this result was put
to the General Meeting in Miami and (although some past
officers voiced strong concerns about the speed, nature
and detail of the reforms) the changes were again accepted
overwhelmingly.
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More programme innovations

The 2016 meeting in Miami brought programme innova-
tions too. Butler’s survey of the members revealed that
a sizeable number of them found the excursion, and the
traditional opening dinner with an address by the Presi-
dent, too tiring - particularly when many had undertaken
long and exhausting journeys just to get to the event in
the first place. Miami therefore opened with an informal
‘icebreaker’ and members were given a choice of shorter ex-
cursions. Another innovation was poster sessions, allow-
ing young scholars to present their research and discuss it
with experienced members.

The innovations continued at the 2018 General Meeting
in Gran Canaria. There were optional 10-minute ‘Discovery
Talks’ on a variety of interests; group dialogues about im-
portant research papers; book presentations; an academic
‘clinic’ in which academics could help each other on their
papers; a fireside chat’ between PayPal co-founder Peter
Thiel and science author Matt Ridley; artistic perform-
ances; and ‘unconference’ sessions enabling members to
meet informally and discuss subjects of their choice. These
new formats were given high approval ratings on the sur-
veys filled out by the conference participants.

There were further developments at the 2020 Special
Meeting held at the Hoover Institution in Palo Alto, Cal-
ifornia, with some of the set-piece lectures being filmed
and the main papers being published in book form after
the event. Anxious to preserve members’ privacy in dis-
cussions, the Board insisted that the filming was preceded
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by an announcement that cameras were present and that
they would be turned off before any discussion on the
presenters’ remarks, and presenters were asked for their
permission to reproduce their papers before the book was
assembled. Members and presenters seemed comfortable
with these innovations.

Nevertheless, Linda Whetstone, who became President
later that year, was keen to go further. She had long wanted
to have the Society’s papers, presentations and discus-
sions recorded and made available online, for the benefit
of people who were hungry for liberal ideas but could not
afford to attend the Society’s meetings — such as members
of the many liberal activist groups in sub-Saharan Africa
with whom she worked closely. There was some sympathy
for this, though Whetstone’s sudden death in 2021 robbed
the idea of its most energetic advocate.

Even so, while the dissemination-versus-privacy ten-
sions remain, it seems probable that, going forward, more
and more of the Society’s discussions will be made available
to a wider public, enabling liberal activists from around
the world to enjoy them and learn from them. Indeed, pri-
vate recordings of some early meetings have come to light,
opening up the prospect that future scholars will be able
to listen to the spoken words of Hayek, Mises, Friedman
and others from the Society’s golden age.

The pandemic years

For many years, there has been a presumption that there
are no other meetings in the (usually even-numbered) year
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of General Meetings. This is to prevent other meetings sap-
ping support from what are the Society’s flagship events,
at which Board meetings, member meetings and elections
are held. An exception was made with the 2020 Stanford
meeting because of the high quality of the proposed
agenda; but only after heated argument was a compromise
decision reached to hold the event in January (a full eight
months away from the planned 2020 General Meeting in
Oslo), to designate it as a ‘Special’ meeting and to place a
limit on the numbers attending.

As it turned out, Stanford would be the last meeting for
22 months. By April 2020, with the COVID-19 pandemic
spreading, it had become clear that the Oslo meeting was
no longer feasible. The organisers, Lars Peder Nordbakken
and his colleagues at the think tank Civita, agreed to move
the event to 2022, maintaining the cycle of even-year Gen-
eral Meetings and making it the 75th Anniversary meeting.

In the interim, the business of the Society carried on.
Meetings of officers and of the Board were conducted
online — not an easy task, given their spread across time
zones. The election of Board members and officers was con-
ducted by online ballot. There was talk of staging online
conferences, though the idea found little favour. However,
Gabriel Calzada of the Universidad Francisco Marroquin
(UFM) proposed a physical meeting in Guatemala, mark-
ing UFM's fiftieth anniversary.

This meeting went ahead in November 2021. It too
brought innovations, such as more of the spaces for mu-
tual learning that Hayek had talked about, filming and
posting online parts of the discussion, and a recap video
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made available to participants following the event. But the
2021 meeting had another significance too: it meant that
the Society has held at least one meeting in every calendar

year since 1969.
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13 IMPACT, STRENGTHS AND CHALLENGES

The Society’s contribution

Though liberal ideas today face many challenges, there
seems no need for the Society to be pessimistic.

It is certainly true that illiberal governments rule over
a large proportion of the world’s population - China, Rus-
sia, parts of South East Asia, Africa, Latin America and
elsewhere. Large world powers continue to bully their
neighbours and large state institutions continue to bully
ordinary citizens. Francis Fukuyama’s liberal ‘end of his-
tory’ still seems a long way off.

Even supposedly liberal governments have proved re-
luctant to give up the powers they took on to fight Covid-19;
‘cancel culture’ threatens free speech, the discovery of
truth and the development of ideas; the expansion of trade
has enriched not merely individuals but repressive govern-
ments too, making them even more authoritarian at home
and more assertive abroad. Then there remain questions
of how - and even whether - liberal countries can stand
up to those, at home and abroad, who would gladly extin-
guish liberal ideas and liberal society.

But it is equally true that the world’s challenges seemed
far graver to the small group ofliberal thinkers who met at
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Mont-Pelerin in 1947; and yet, within half a century of that
gathering, freedom was expanding into countries that
were once bywords for oppression, state industries were
being returned to the private sector, once closed-off re-
gions of the globe were opening to investment and growth,
and dollar-a-day poverty was giving way to prosperity and
aspiration.

So there is every reason to believe that the Society’s
members today can rise to the present challenges and
hope to overcome them. Indeed, their predecessors have
left them a much firmer foundation on which to do so. The
failure of central planning has been exposed, both intellec-
tually and practically. Inflation is better understood than
it once was. There is a widespread and healthy scepticism
about the ability of governments to run almost anything
efficiently, and a broader questioning about the motives
of those in power. There is a greater appreciation of the
value of peace and stability in a more interconnected
world. Trade, in both goods and, increasingly, services has
become not only global but also a familiar part of all of our
lives. Militarism and aggression are much less respectable.

Moreover, markets have spread into areas once thought
to be the preserve of the state. Margaret Thatcher, greatly
influenced by Hayek and Friedman and supported by Soci-
ety member Sir Geoffrey Howe, began Britain’s privatisa-
tion of state industries, an idea that would go round the
world, even into the former communist-led countries of
Eastern Europe. Many other countries replaced their old
state-run Ponzi-scheme pension systems with individu-
ated private accounts like those designed by the Chilean
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minister (and Society member) José Pifiera. School choice
and school vouchers, ideas rediscovered and popularised
by Friedman, began to reform and improve education in
yet other places. Property rights have been expanded and
business paperwork scaled back in large parts of South
America, thanks to thinkers like the Peruvian economist
(and another Society member) Hernando de Soto. And
parts of the former Soviet bloc have opened up to (or re-
turned to) social and economic freedom, thanks in large
part to the ideas, understanding and influence of the Soci-
ety members located there such as Mart Laar, Vaclav Klaus
and Leszek Balcerowicz.

It is impossible to measure with any precision the im-
pact of the Society in these achievements, and impossible
topredictitsinfluence on future events.In averyimportant
sense, while its members may have considerable impact
individually, the Society itself has none: it is, in Hayek’s
words, only a ‘community of liberal scholars’ with no pol-
icies or programme of its own. But by bringing authorita-
tive liberal thinkers together, and by expanding the scope
and depth of liberal ideas, it ensured that liberalism could
not simply be ignored. By offering a challenging critique
of socialist thinking, it guaranteed that the assumptions
on which socialism was based, and the presumption of its
beneficial results, could not simply be taken for granted.
By providing its members with mutual support, it gave iso-
lated liberals the strength to hold their ground against the
seemingly overwhelming force of the political consensus.
By creating networks of liberal scholarship, it brought lib-
eral ideas to active and enquiring young minds across the
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world. By informing the work of liberal policy institutes
and a few thinking politicians, it helped change real events.
All these activities continue, and on an ever-expanding
scale. So in that sense, the Society’s influence will indeed
continue to be significant.

Strength through diversity and debate

Like liberalism itself, the Society’s membership has grown
and spread. It started as a group of West Europeans and
Americans, with some tensions between the two in terms
of their analysis of the problems and their prescriptions for
them.

Now there are large representations from Japan, Aus-
tralasia, South America, Central America and Eastern Eur-
ope — and growing interest in Africa and the Middle East

- but the tensions have gone. Certainly, there are still big

differences in analyses and prescriptions. Yet the Society’s
members are easy in their international company, know-
ing that even in their differences they are all part of the
same broad liberal approach. The Society strives to reflect
this international and intellectual diversity in its Board
and other management structures. All in all, the global
spread of the Society, of liberal ideas, and of the freedom
movement in general has never been wider. Even so, Soci-
ety members remain keen to spread their ideas even more
widely into more countries and into the thinking of more
minds.

The diversity of the Society shows in other ways too.
While members share a commitment to the free society
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and free economy, they embrace a wide range of views on
what that means, as well as how to achieve it. They also
come from a wide range of backgrounds. Although around
half are academics, mostly economists, the Society bene-
fits from having in its ranks many able and accomplished
thinkers from business, think tanks, politics, journalism
and public administration.

Like any association, the Society has its own internal
critics. But as Hartwell points out, such criticism is always
intended to improve how the Society works, not to chal-
lenge its fundamental purpose. Membership is seen as an
honour, and the Society gives its members an enormous
sense of belonging to something that is mutually support-
ive, stimulating and important.

The continuing challenge

Along with the political challenges, the intellectual chal-
lenges continue. As Feulner put it, ‘Living in a society in
which everyone “naturally” looks to government to solve
every problem, how do we return power to the individual?’
Making the welfare state societies of the West into free
societies seems just as difficult as making the communist
societies of the East into capitalist ones.

Added to which, there are new and more subtle prob-
lems about such transition processes themselves. Tyranny
may be giving way to democracy in large parts of the world,
but as Society members have explained, unlimited demo-
cratic power can threaten freedom by giving majorities
the power to oppress and exploit minorities. Indeed, it is a
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common view that in many places, democracy has already
elided into a baleful form of populism, with the public and
politicians led along by the shrill demands of extreme and
illiberal campaigners. If so, the question is what can liber-
als do about it?

Although more countries are experiencing freedom,
freedom demands personal responsibility and brings
moral dilemmas, as Hartwell observed. All these chal-
lenges also raise questions: how can we help people de-
velop that necessary responsibility and how do we articu-
late the morality that allows human beings to live together
in harmony?

At the 25th anniversary of the Society in 1972, some
members argued that it had done its job and should be
disbanded. But the job of defending liberty never ends.
Each decade brings new challenges. As Hayek said when
he founded the Society in 1947, working out a philosophy
of freedom is a task that demands ‘continuous effort’.
Three-quarters of a century later, that effort still continues
- informed and invigorated by the curious and intangible
presence that is the Mont Pelerin Society.
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91



PARTICIPANTS AT THE INAUGURAL MEETING IN 1947

92

Frank H. Knight (1885-1972), University of Chicago, US.
American economist and one of the founders of the Chi-
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Research, Detroit, US. American civic reformer and lib-
ertarian activist who convinced many business leaders
to support liberal and libertarian causes.

Ludwig von Mises (1881-1973), New York University, US.
Austrian-born US economist and political scientist, and
aleading figure in the socialist calculation debates, who
developed the ideas of praxeology.

Felix M. Morley (1894-1982), Washington, DC, US. Ameri-
can journalist and editor, later Pulitzer Prize—winning
editor at the Washington Post and Washington Editor of
Barron's Weekly.

Michael Polanyi (1891-1976), University of Manchester, UK.
Hungarian polymath who critiqued the Soviet planning
of science and developed the theory of spontaneously
organising polycentric orders.

Karl Popper (1902-94), London School of Economics and
Political Science, London, UK. Austrian-born British
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philosopher noted for his work on the theory of know-
ledge, author of 7he Open Society and Its Enemies and
later knighted.

William E. Rappard (1883-1958), Institut Universitaire des
Hautes FEtudes Internationales, Geneva, Switzerland.
Swiss diplomat and economic historian who repre-
sented his country at the International Labour Organ-
ization and the United Nations.

Leonard E. Read (1898-1983), Foundation for Economic
Education, New York, US. American co-founder of the
Foundation for Economic Education and author of the
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George Révay (1921-2005), Reader’s Digest, Paris, France
[Observer]. Hungarian-born European Editor of Read-
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Lionel Robbins (1898-1984), London School of Economics
and Political Science, London, UK. British economist
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Hautes Ftudes Internationales, Geneva, Switzerland.
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George J. Stigler (1911-91), Brown University, Providence,
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awarded the Nobel Prize in 1982.
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Herbert Tingsten (1896-1973), University of Stockholm,
Sweden. Swedish writer, newspaper publisher, political
science professor and pioneer of election statistics.

Francois Trévoux (1900-89), University of Lyon, France.
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EAMONN BUTLER

iIscussions — and doesn't even seek agreement among its members.

So why does this singularly low-profile organisation attract distinctly high-
profile members — including distinguished politicians, Pulitzer Prize-winning
writers and journalists and Nobel Prize-winning economists?

Perhaps because, for three quarters of a century, it has played a crucial role in
the battle of ideas — expanding and deepening liberal philosophy and spreading
liberal thought around the world.

In Scaling the Heights, Eamonn Butler traces the history of the
Mont Pelerin Society. He tracks its formation in the wake of World War I,
explores its many internal debates about how ‘activist’ it should become and
explains how it has come to provide a unique forum for debate, discussion,
study and self-education.

But, above all, he celebrates a Society that, for 75 years,
has remained unwaveringly true to its initial vision: to
bring together individuals who seek to defend, support and
promote liberal values — and to keep the intellectual flame of
liberalism burning brightly across the globe.
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