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The autumn of 2008 has brought events in politics and economics that touch 
upon the meaning of our country and how it shall be governed in the future. These 
events are, as Lincoln said of the results of the Civil War, both “fundamental and 
astounding.” They bring us another step away from the principles and institutions that 
have made our country both good and great. 
 It is time now for recovery, both economic and political. The two are related, but I 
will speak here mainly of political recovery, which will in the end determine economic 
policy for many years. The goal of that recovery, I will argue, is simple to state: we must 
recover the art of constitutional government. The means are also simple to state: we 
must begin by studying that art. That is because we have lost sight of it, and so its beauty 
is obscure to us today. If we can but see it again, its beauty will call to us as it ever has. 
 That we have lost sight of it is plain in several things that have happened to pro-
voke and to worsen the economic crisis of the last three months and in our reaction 
to that crisis. It is also plain in the political campaign now blessedly ended. I will 
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select one of those things, a certain 
reaction by John McCain that was par-
ticularly revealing. But I use this only 
as an example of many things that have 
happened in both political parties and 
across the government. John McCain 
is a fine man, indeed one of the finest, 
and by no means the worst in his under-
standing of constitutional government. 

Crisis and Response
Begin with what happened. One of the 
worst financial crises in American history 
broke into public view in the first ten days 
of September. Several of the oldest and 
largest financial institutions in the world 
were wiped out, almost without warn-
ing, all of them highly profitable until the 
very eve of their demise. The government 
rescued the largest insurance company 
in the world. Two quasi-public corpora-
tions, Fannie Mae and Freddie Mac, that 
invest in about half 
the mortgages in the 
United States were 
also rescued. For 
several days the regu-
lar system of credit 
transfers that makes 
commerce possible 
was nearly frozen. 
The stock market has 
lost more than 40 per-
cent of its value. Most 
recently, the financial 
crisis has abated at 
least partially, thanks 
in part to vigorous 
steps to combat it by 
the Federal Reserve 
and the Treasury. 
Now recession is upon 
us, and it is likely to 
be sharp and may be 
prolonged. 
 The political race 
was transformed by 
the financial crisis. 
It came at a terrible 
time for the McCain 
campaign, which 
compounded the 

injury by responding badly. The fact that 
the Senator responded so badly points to 
his share in the worst problem exposed 
by the crisis. That problem has very much 
to do with economics, but its heart is in 
politics, and it concerns the Constitution. 
 The two biggest events in the Sep-
tember meltdown happened over the 
weekend. On Sunday, September 7, the 
Treasury Department announced its $200 
billion bailout of the two quasi-public 
corporations, Fannie Mae and Freddie 
Mac. For years the Wall Street Journal and 
others had been warning that there was 
trouble coming from those agencies. John 
McCain himself and others in Congress 
and in the Bush administration had given 
the same warnings and moved to limit 
the risk. These efforts were unsuccessful 
because of the political protection, mostly 
from the left in Congress, that Fannie 
and Freddie enjoyed. They enjoyed this 
protection for several reasons, one being 

that supporting home 
ownership is popular. 
      The weekend fol-
lowing the bailout of 
Fannie and Freddie was 
another busy one. This 
time Lehman Broth-
ers, an old investment 
bank, was in trouble. 
And this time, in the 
main, the government 
decided to let Lehman 
Brothers fail. On the 
one hand, Lehman had 
been trading securi-
ties that were risky, 
highly leveraged, and 
financed with short-
term borrowings. This 
was a prescription for 
disaster, and it has led 
to calls for more, or 
new and better, forms 
of regulation. The latter 
is needed. At the same 
time, it must be noted 
that the securities in 
question are mainly 
derivatives from mort-
gages, and so they are 
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derivatives from that industry where the 
trouble is economic and political at the 
same time. The fall of Lehman and other 
investment houses cannot be understood 
apart from Fannie and Freddie and the 
practices they have carried on.
 John McCain and Barack Obama 
both made their first statements on the 
Lehman collapse on the Monday after it 
happened. McCain would make a much 
better statement four days later, on Sep-
tember 19, when he called attention to the 
fact that the problems at Lehman had to 
do with mortgages, which means they had 
to do with Freddie and Fannie. Also he, 
John McCain, had proposed legislation 
to reduce the risk in Freddie and Fannie. 
Those in the other party had opposed 
that legislation. These are points relevant 
to the campaign then underway and now 
lost. He might have made them first.
 McCain’s first statement following the 
events of September 7 was not, however, 
about these factual points. It was none-
theless important, in part because it was 
what he said before he had time to think. 
He said in part: 

Enough is enough. Enough is 
enough. We’re going to reform 
the way that Wall Street does 
business and put an end to the 
greed that has driven our markets 
into chaos. We’ll stop multimil-
lion-dollar payouts to CEOs that 
have broken the public trust.

Human Nature  
and Government
One imagines that there is plenty of greed 
on Wall Street. Greed is a moral vice, a 
failure of justice involving taking more 
than one’s due. To eliminate greed would 
surely be a fine thing, as would the elimi-
nation of any vice. It would also be an 
astonishing achievement. 
 It would be astonishing for the simple 
reason that the teaching and practice of 
virtue, and the discouragement of vice, 
is a necessarily continuous and difficult 
challenge in human affairs. Not many of 

us, likely, are simply vicious, simply prac-
titioners of vice. But similarly, not many 
of us are simply virtuous, simply ready to 
do the right thing for the right reason all 
the time. Because we teach old books at 
Hillsdale College, and because we are seri-
ous about character education, we learn 
a certain humility about this matter. The 
great books beckon us to a road upward. It 
is not an easy road to travel, but along it lay 
our hopes for happiness and well-being. 
Along the way we all stumble, and some of 
us refuse even to begin the journey. 
 Should we build our political institu-
tions upon the elimination of greed? A 
caution stirs the mind immediately at the 
thought of it. 
 James Madison writes in The Federalist 
Papers about faction, about our making 
combinations to serve our interests, even 
when those interests do not correspond to 
the public interest. One will read in vain 
to find the chief author of the Constitution 
suggesting that faction, much less greed, 
could ever be eliminated. Rather, he writes 
that “Ambition must be made to counter-
act ambition. The interest of the man must 
be connected with the constitutional rights 
of the place.” In other words, we must 
build our political institutions to operate 
around the problem of human vice, to mit-
igate that problem by discouraging vice, 
but also to place our interests in alignment 
with the public interest. “Liberty,” writes 
Madison, “is to faction what air is to fire.” 
To eliminate the effects of self-interest 
would be to eliminate freedom itself.
 This is, then, just the point. The 
Constitution of the United States is a 
document full of safeguards. It sets out 
to do two things: first, to build a power-
ful government, competent to defend 
our rights against oppressors both for-
eign and domestic; second, to limit that 
government, and to arrange its powers, 
so as to render it, itself, harmless to the 
liberties of those it governs. That is why 
we have the key devices of the Constitu-
tion: separation of powers; federalism, 
which requires a federal government of 
enumerated and not unlimited powers; 
bicameralism; the Bill of Rights.
 Seeking to justify this set of arrange-
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ments in Federalist 51, Madison explains 
the need for them by reference to the 
imperfection of man. He compares us to 
angels, which relative to humans are less 
given to greed. In a beautiful passage, 
Madison explains that the reason we 
humans require government is also the 
reason why government must be limited:

But what is government itself 
but the greatest of all reflections 

on human nature? If men were 
angels, no government would 
be necessary. If angels were to 
govern men, neither external nor 
internal controls on government 
would be necessary. 

 This lovely and telling passage con-
nects The Federalist Papers, and also the 
Constitution, to the structure of law and 
the structure of nature that is also pres-
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ent most beautifully, among political 
documents, in the Declaration of Inde-
pendence. And it follows immediately 
after a statement by Madison that, in 
order to be sure that government depart-
ments will not grow beyond the scope 
intended for them by the Constitution, 
the necessary “personal motives,” along 
with the “constitutional means,” must be 
combined to resist this. 
 Of course John McCain must know, 

in his heart of hearts, the truth of what 
Madison says. He must know it much 
better than I do, or than nearly any of us 
does. He is a man of proven virtue. Last 
year a young lady graduated from this 
college whose father was a roommate of 
John McCain in Hanoi. He, a brave man 
himself, testifies to the courage of John 
McCain, as do so many others. John 
McCain must know that the moral vir-
tues, as well as the intellectual virtues, 
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are rare and precious gifts, held in full-
ness only by a few.
 He must also know that the relative 
supply of greed probably does not change 
very much from year to year. Living along-
side their neighbors under equal laws that 
give them responsibility and authority 
over their lives, most people behave pretty 
well. Most people behave pretty well on 
Main Street, and most people behave 
pretty well on Wall Street, when they live 
under good laws and bear the risk of their 
own behavior. And if they do behave in 
reckless and dangerous ways, in ways that 
suddenly threaten the prosperity of all of 
us, then perhaps it is not their virtue that 
has altered but something else.
 In a splendid essay in Forbes maga-
zine published on November 10 (“How 
Capitalism Will Save Us”), Steve Forbes 
explains very well what that might be. 
It is worth saying, over and over, that 
someone should make Mr. Forbes Sec-
retary of the Treasury. In his essay, he 
writes that the problems we face are con-
nected to two major government poli-
cies, along with some minor ones. The 
major ones are the subsidy of mortgages, 
including risky ones, by the government, 
and the inflation of the currency over 
the last four years. This inflation is the 
reason that gold has more than doubled 
in value. It is the reason that the dollar, 
until the last few months, slid relent-
lessly against world currencies for almost 
four years. Forbes writes: “Greed and 
recklessness always run rampant during 
bubbles, and the mania that engulfed 
housing and much of the financial sec-
tor was no exception.” These things have 
come together to make trouble. 

The Art of  
Constitutionalism
I mention the art of constitutional govern-
ment. I mean simply the art that provides 
good laws directed to encouraging free 
people to govern themselves. The national 
defense, secured so well as human contriv-
ance can secure it, has a high place in this 
art. So too does the provision of a stable 

currency. So too does the protection of 
property and contracts. So too does the 
maintenance of a tax burden that does not 
stifle labor, savings, and investment. 
 Of course this list leaves out most 
of the federal government as we have it 
today. Very much and probably most of 
what we have today cannot be eliminated. 
It should, however, be managed in a 
new spirit. Under that spirit, decentral-
ized administration of things would be 
achieved wherever possible. Under that 
spirit, the delegation of public goods 
to private and to local action should be 
pursued ardently. We have learned, for 
example, at Hillsdale College that we can 
achieve very little by the promulgation 
of rules. They are best when they serve 
to unite us all in the pursuit of a com-
mon mission. Students, we find, cannot 
be taught except when they work hard 
at learning; at every moment they must 
be helping. When they do, the classroom 
becomes an inspired place where teacher 
and student learn together. Against this 
truth, the hundreds of pages of unread-
able rules that are promulgated and elabo-
rated year after year by the Department of 
Education seem like so much foolishness. 
 There are models in our past of this art 
that would be worth studying again today. 
They include the wonderful Northwest 
Ordinance, which provided the largest 
subsidy to education in our nation’s his-
tory, and which contained no element of 
federal management. They include the 
great Homestead Act, signed by President 
Lincoln, which gave federal land to any 
citizen who would agree to live on it and 
work it. The way out of our entitlement 
mess is implicit in such acts as these. 
Everyone should have the chance to work 
and save. Everyone should have the maxi-
mum ability to store up the fruits of his 
labor for his future, his family, and for 
those charitable causes that Americans 
support, and have always supported, like 
no other people in history. One need only 
read these short, principled and beautiful 
laws, and compare them to the kind we 
pass today, to see the difference. It is not 
details that should be legislated, but rather 
grand things, especially ends. We should 
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be seeking to recover in our laws the grand 
and sublime simplicity of which the Con-
stitution is a beautiful example. 
 If you want a contemporary picture of 
how these kinds of laws would look today, 
read a speech by Congressman Ryan of 
Wisconsin on entitlements. He has a mas-
tery of that subject, and he speaks with a 
sublime simplicity about even complex 
things. His ideas, and all like them, should 
be united under the principle of recovery 
through return. The legacy of our nation is 
the richest political treasure in the modern 
world. It is there to be summoned. 
 The economic storm will pass, God 
providing. Our college has so far weath-
ered that storm handsomely, having 
entered it in a position of historic strength, 
having a strong balance sheet, and hav-
ing a conservative investment strategy 
that has so far done much better than the 
markets. None of the problems that are 
upon our nation need be fundamental and 
probably will not be.
 What is fundamental is the purpose and 
function of our political system. Either we 
shall have limited government, in which a 
few vital things are tended to with a careful 
eye and strong but limited powers, or else 
we shall attempt to allocate the labor and 
capital of the nation by force of law. This 
second will make a disaster of a kind not 
seen in this country from its first days. 
 I began by saying that we must recover 
our appreciation of the beauty of consti-
tutional government. That beauty con-
sists first of all in an appreciation for the 
place of man in nature, not so high as the 
angels, not so low as 
the beasts. To recog-
nize that place is to 
recognize the dignity 
of every human being 
and the responsibility 
to defend the rights 
written by the hand 
of the Creator in 
man’s nature. It is to 
recognize also that, 
just as government is 
necessary, it is for the 
same reason neces-
sary that it be lim-

ited. It cannot make angels of us. It can-
not be run as if angels were in control of 
it. 
 When one sees that these principles 
are written in the Declaration of Inde-
pendence and in the Constitution, he 
begins to see then what a revolutionary 
thing was achieved here in our nation. 
He begins to see the reason why for two 
centuries and more the American people 
have been the last best hope of mankind 
on earth. By becoming a student of his 
country, the citizen becomes again an 
intelligent lover of it. 

Hillsdale Goes to
Washington
At Hillsdale College, these principles and 
the books in which they are explained 
have been part of our curriculum for more 
than 160 years. Today we teach them at 
least as intensely as any institution on 
earth, for the simple reason that we teach 
them to every student. Now, I am pleased 
to report, we have also begun to teach 
them to our students in Washington, D.C., 
where our Allan P. Kirby, Jr. Center for 
Constitutional Studies and Citizenship has 
opened. It operates under the direction 
of the tireless and highminded Virginia 
Thomas and her colleague of the same 
quality, David Bobb. 
 The purpose of the Center, like the 
purpose of the College, is to teach. We 
will teach our own students who are in 
Washington serving as interns or on fel-
lowships. We will teach also anyone else 

who has the two quali-
fications to be a suc-
cessful student: they 
must be willing, and 
they must be able. We 
believe, and also we 
pray, that this activity 
proceeding in that city 
will ignite again first 
a knowledge, then a 
respect, and finally a 
love, for the things our 
nation has given to its 
own citizens and to 
the world. ■

did yOu knOw?
two members of the Hillsdale College 
faculty have recently published important 
and timely books.  burton W. folsom, Jr., 
Charles f. Kline Chair in History and 
Management, is the author of New Deal or 
Raw Deal? How FDR’s Economic Legacy Has 
Damaged America (threshold editions); 
and thomas l. Krannawitter, assistant 
Professor of Political science, is the 
author of Vindicating Lincoln: Defending the 
Politics of Our Greatest President (Rowman 
& littlef ield), a selection of the History 
book Club. 




