DO WE
-NEED
- CONTROLS?
Some activities of individuals are hazardous, that
is, they have a potential for endangering the lives and property of others. This is when, in most cases, government is called in to control, to inspect, to keep an eye on these activities. Thus there are controls on the production and sales of
fodd and drugs, control of the ability of people to drive cars,
controls of the safety conditions of their cars, controls on
the safety of working conditions, controls of the safety of
housing and construction, to mention just a few examples. The
enumeration could go on endlessly. We must ask ourselves if tee
free market has provisions for these cases or if this is a legitimate role of government.
To acting man the future is hidden. Natural science
makes it possible to foretell the results to be obtaines by
definite actions. But it leaves unpredictable two spheres:
that of insufficiently known natural phenomena and that of
human acts of choice. Our ignorance with regard to these two
spheres taints all human actions with uncertainty. 1
Rational conduct strives to reduce to a minimum the
uncertainties involved in adapting means to ends. In attempting
to act "intelligently" we are attempting to secure allltaJjtatianq:
foresight as perfect as possible.
The possibility of reducing uncertainty depends on
some conditions. The main one is that uncertainties are less
in groups of cases than in single instances. The best known
device for eliminating uncertainty by dealing with groups of
cases instead of individual cases is insurance.
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All uncertainties which are measurable may be in surable. Measurability depends on the possibility of assimilating
a given situation to a group of similars and finding the proportions of the members of the group which may be expected to
exhibit the various possible outcomes. This assimilation of
cases into classes is not easy: we hardly find in practice
really homogeneous classifications and at the other extreme
it is hard to find cases which
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are so unique that they do

not admit of some possibility of assimilation into groups and
hence of measurement. Insurance deals with uncertainties which
show a relatively low degree of uniqueness. Thus we can see
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that most cases can be covered by insurance.

In this work we are mainly concerned with uncertainties which have a potential for endangering the lives and
property of others. In a free marketplace, insurance companies
act as natural inhibitors to the development of hazardous
activities. Whenever anybody (business or individual) engages
in any such activity, he is naturally concerned about protecting
his wealth against the tort claims of potential accident victims.
Automatically, individuals involved in hazardous activities
protect themselves by trying to purchase liability insurance
in an amount sufficient to pay for all the damage which is foreseeable. The greater the risk and the more costly the potential accident, as perceived by the insurance industry, the
higher the premium the individual must pay for the XEExtRxt
insurance. The higher the premium, the greater the incentive
for him to reduce the hazardous aspects of the activity, to
relocate to unpopulated areas, or to get out of that activity
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altogetger. If the activity were so pdentially dangerous that
no insurance could be obtained, the individual himself would
need a money reserve to cover the expense of potential claims.
This would be an even costlier and :stronger incentive.
Perhaps this idea can be better understood by considering a difficult case. It usually goes without questioning
that the government should extend drivin6 licenses to individuals after \aving adequately verified their ability to drive
a vehicle. This is done because driving a car is regarded as
potentially hazardous to life and property of third parties.
Thus it should be clear that this is a typical example of the
kind of activities we are dealing with here.
When an individual starts driving a car he is aware
of the fact that this activity is potentially dangerous. Nowadays his concern is greatly removed by the fact that the government has, with more or less precision, declared him able to
drive. But, in fact, the most important deterrent against
accidents is the existence of a good system of justice which
severely punishes -mainly in economic terms- the driver who
causes anybody harm, and which deals in an even stricter way
with the individual who has not provided himself with an
adequate coverage to pay for damages caused. This would surely
encourage individuals either to save for such an eventuality
or -most probably- to purchase sufficient liability insurance.
What are the consequences of this? This is where the
already described mechanism of insurance companies starts working. An insurance company would be much more precise and severe at qualifying an individual's driving abilities because its
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profits are at stake. The great hazardousness of driving would
cause the slightest insecurities or inabilities to drive to
command a very high premium or even lead the company to reject
the grant of insurance.

Thus~

many people, some of whom may

nowadays posess a driver's license, might find it exceedingly
expensive to drive a car and would turn fo alternative transportation.
Although no individual can ever predict what the free
market -combining the knowledge of millions of individuals- will
provide, de can be certain that the system would be far less
rigid and unfair than the present one:
For example, any individual deemed too risky to drive
in a city may be insured to drive in suburbs or the ~ountryside.
These limitations would be clearly specified in the insurance
contract and any damage or accident happening outside these
agreed-upon limits would not be covered by the insurance
company. This type of stipulations already exists for other
types of insurance (e.g. some navigation insurance). Thus the
free market system would be much fairer, more precise and safer
than the present one which allows anybody with a license to drive
allover the country, and denies a license to less skillful
drivers, without taking into accoumt the great difference in
the risks involved in driving in cities, suburbs, or unpopulated
areas.
On the other hand, probably no age limits would be
applied to grant an insurance to a driver. Only the risks involved, as perceived by the insurance company through its thorough
examinations, would be taken into account. Thus, a very skillful
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15-year old youngster might be insured, and an insecure driver
in his thirties might be rejected.
There are many other situations and cases to be taken
into account, but this exceeds the possibilities of this work
due to space limitations. Let it just be

d~ear

that the free

market would easily overcome any objections or obstacles that
can be thought of ,.ri th much more efficiency and fairness than
any other system.
This example has been developed to some extent with
the main purpose of proving how even the seemingly more complicated hazardous activities can be dealt

~ith

without government

intervention. The proposed solution may be regarded as a radical
idea by some, but this only goes to prove how much we all have
come to rely on government to take "fatherly" care of us,
without giving freedom a chance.
We should by now have noticed that government controls
are superfluous and a waste of the tax-payer's money, because
the free market provides sufficient -and even better- inhibitions
for hazardous activities. The only requirement is a prompt and
efficient system of justice which adequately penalizes anybody
who causes harm or losses to third parties. This is the same as
saying that government should eliminate its useless controls
and concentrate its resources on its sole purpose: the maintenance
of law and order.
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