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ABSTRACT

The Tao of Economics: Economic Freedom and the
Taoist Idea of “Tao Follows the Way of Itself”

The author systematically and comprehensively compares the
economic views implied in “Tao follows the way of itself” with
the ideas of economic liberalism so as to illustrate the similarities
between the two based on normative, demonstrable and historical
analyses. He systematically and objectively analyses the
economic principles of Taoism for the first time and illustrates
the similarities between the economic views suggested in “Tao
follows the way of itself” and the ideas of economic liberalism.
This book not only examines the history of Taoist thought,
Chinese economic thought and traditional Chinese culture, but
also the history of Western economic thought and contemporary
Western economic theories. Through comparative study, the
author attempts to establish a new system of interpretation to
search for the Chinese ideological sources of economic liberalism,
elaborate the significance of “Tao follows the way of itself” and
“Tao invariably does nothing, and yet there is nothing left
undone” in the present-day world, and find out the basis on
which the link between Chinese tradition and the modern world

exists for the economic and social development of China today.
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Thus he makes some constructive explorations for the Chinese
model of contemporary economics and the reconstruction of
Chinese economy. The book consists of three sections, in which
there are eight chapters altogether. Chapter 1, which is the first
section, defines the concepts and meaning of “Tao follows the
way of itself” and economic liberalism, and traces the origin of
economic liberalism in China. The second section, which includes
chapters 2 through 7, systematically and comprehensively
compares the economic ideas contained in “Tao follows the way
of itself” and in economic liberalism, and analyses the similarities
between the two. The third section, comprised of chapter 8,
analyses the economic model utilized during the Han dynasty as a
case in point,

In Chapter 1, the author defines “Tao follows the way of itself”
and economic liberalism. First of all, he does textual research on Tao
and spontaneity in Taoism. In his opinion, in Lac-Tzu’s philosophy,
Tao is the ultimate category and spontaneity is the key concept,
with “Tao follows the way of itself” as the foundation of his
philosophy. In the eyes of Lao-Tzu, spontaneity means that “it is
s0”, “it is the case”, or “it is usually like this”. It refers to the
spontaneity of things that remains and proceeds without any
interference of the outside world. In other words, spontaneity
refers to the internal laws of things, including their spontaneity,
originality and predictability. Understanding the diverse senses
of spontaneity is the key condition and procedure to redefine
spontaneity so that it can be adapted to modern market economic

society. Moreover, the new definition of spontaneity can help us
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analyze economic activities rationally and make sound decisions
when we are faced with possible solutions. It is the rational
concept of modern economics. Through textual research on the
development of the theories of economic liberalism, the author
shows that the idea of economic liberalism can be traced back to
ancient Greece and Rome as well as Lao-Tzu's theory: “By
handling affairs on the principle of noninterference, everyone will
do well.” Thus he puts forward his idea that the nature of
economic liberalism lies in government’s decreased interference in
the economic life of a nation and that economic liberalism is
pursuing the maximum of profit or benefit under such conditions
as altruism and non-harm by taking advantage of the limited
resources., His research indicates that there are internal
connections between ancient Chinese philosophy and modern
economics, and there is something in common between “Tao
follows the way of itself” and Francois Quesnay’s “Physiocrats”

’”

and Smith’s “invisible hand”. The more that we study the two
cultures, the deeper we can sense that the two theories are like
symphonies by two different composers with a similar tune.
Therefore, economics cannot be regarded as something only of
Western pedigree, Instead, it must be seen as a blend of Chinese
and Western cultures in the 17th and 18th centuries.

In the second chapter, after making a comprehensive
analysis and comparison of “Tao follows the way of itself” and
economic liberalism, the author discovers that the essence of

Taoist philosophy is the theory of Tao in the macroscopical sense

as well as individualism in its microscopical sense. In the research
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on Yang Zhu, Lao-Tzu and the Book of the Great Peace, the
author finds that Taoism holds the idea that humanness is natural
and it should be individual-oriented when it comes to the moral
relationships between people. In a word, it is “serving oneself”
and the significance of collectivity lies in the realization of
individuals. Objectively speaking, being self-concerned is
claiming individual allowable rights and interests for survival,
which is something he has to do. Lao-Tzu thinks that the nature
of a society is based on individuals. He accepts the selfishness
and desires of people. All this is because Heaven has no personal
interests in which private ends are fulfilled. In fact, it is the
simultaneous transcendence of both public and privacy. Lao-Tzu
affirms that humans should reduce selfishness and hold few
desires. Furthermore, he opposes having excessive desires and
hopes people naturally enrich themselves, so that people can live
a happy life — “delight in their food, dress in beauty, dwell in
comfort, and enjoy their life”. As far as ethics are concerned,
Yang Zhu’s theory of valuing oneself is individualism rather than
selfishness. The theory of “inherited burden” from the Book of
the Great Peace is the integrated ethic interpretation of come-
uppance as well as good and evil. It suggests that the ethic
principles of early Taoism cannot be understood without
considering the harmonious relationships between person and
person, between humans and nature, and between humans and
society. Such Taoist ethical principles contribute to self-
cultivation and perfection, and to the human responsibility to

younger generations, which make people behave more carefully.
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In the meanwhile, the theories of economic liberalism hold that
the human being is primarily an individual. It is the cause of
exchange, while altruism is the effect of such exchange. Adam
Smith brought forward the hypothesis of “homo economicus”
based on the individualism. The first principle of economics is
that every motivation of a human being derives from
individualism. If The Wealth of Nations is read from an
individualistic viewpoint, the key idea of this great thinker can be
understood as individualism. One of Smith’s most important
ideas is that under competitive conditions the human tendency to
pursue personal profit should be the focus of economic analysis.
It is still the most essential proposition in all economics. This
idea, which has been conveyed differently, parallels the Taoist
idea of “Tao follows the way itself”.

The third chapter is about significant operational principles,
“invisible hand”. Non-

interference does not mean doing nothing. Rather, it means not

namely, “non-interference” and the

doing anything violating economic rules or regulations. In
Chuang-tzu’s words, it means that the natural function of things
in the universe relates to nature’s mystery and inexplicability
(*Autumn Water” of Chuang-tzu). In other words, all things in
the universe follow the way themselves. The thought of “Tao
invariably does nothing, and yet there is nothing left undone” is
found throughout the Tao Te Ching. Non-interference is the
interpretation of Nature in Taoism and the radiation and
embodiment of the idea of “Tao invariably does nothing, and yet

there is nothing left undone”. This refers to human behavior
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patterns in opposition to the principles of nature, It can be
interpreted as a guideline for human behavior. Anything violating
the internal laws of the universe cannot be done. Instead, things
can only be done following the Tao itself. As a way of thinking,
non-interference is significant in a methodological sense. It
instructs people that they must try to compromise under certain
circumstance, especially when there is common interest amongst
themselves. The “invisible hand” is an imagined means of
economic functioning. Under certain economic circumstances,
the voluntary behavior of people is adjusted by the price system
without any government guidance. Prices fluctuate around values
of commodities and services, which become the conditions of
trade. As they balance all the forces operating on the economy,
markets are finding a market equilibrium of supply and demand.
Such an idea indicates that freedom should be given to the
people, that problems in the economy can be solved by the
market, and that the price system can be self-regulated by trade.
Therefore, the best policy is the self-development of things, so
that individuals can pursue their profits in their own way. Lao-
Tzu said that it is the best for one to know that he does not
know, whereas it is an illness for one to pretend to know when
he actually does not know. The crisis in an economic planning
system or in an autarchy is essentially that of information.
Realizing the limitations of its knowledge, the best
administration might follow such a policy — “By handling affairs
on the principle of noninterference, everyone will do well”, so

that the “invisible hand” can play its role automatically. Adam
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Smith sav;l order and harmony where others only saw chaos. He
discovered the combination of general order and individual
freedom — spontaneous “noninterference”. In the context of
Eastern and Western cultures, there exists the market operation
principle of “noninterference” and the “invisible hand”. Even
John Maynard Keynes, the father of the theory of state
interference, reminded contemporary economists that the
classical teachings embodied some permanent truths of great
significance. He stated in an article published by the Economic
Journal after his death, in June 1946.“There are in these matters
deep undercurrents at work, natural forces, one can call them,
or even the invisible hand, which are operating towards
equilibrium. If it were not so, we could not have got on even so
well as we have for many decades past. ... And if we reject the
medicine from our systems altogether, we may just drift on from
expedient to expedient and never really get fit again, ” It indicates
that in spite of the fact that he admitted the importance of
economic policy, it does mean that Keynes thought it could take
the place of the market spontaneity. Rather, he realized that
economic policy could play a minor role in economy.

In the fourth chapter, the author discusses the economic
operating conditions — the governmental functions and the
concept of “ By handling affairs on the principle of
noninterference, everyone will do well”. There are indications
that “By handling affairs on the principle of noninterference,
everything will do well” is the ideal of administration. Its

implications lie in “Effective weapons of the state cannot be easily
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displayed to others”. Non-interference refers to non-actions or
appropriate measures. It is “the eternal” and “the unavoidable”.
As a whole, the conceptions of Lao-Tzu are not so “tranquil” as
those overstate, nor so “filled with tricks for political power” as
those depreciate. “Governing a great state is like frying small
fish” is the best interpretation for the principle of non-
interference. In the West, the common people think that one
cannot do without the government while one would get into
trouble with it. “North paradox” indicates that the existence of
the government is key to economic growth whereas the state is
the cause of economic depression. The government itself
represents the over-interfering force with aggressiveness, which
should be restrained within certain areas. The governmental duty
is to provide conditions so that people could gain what they need
with their efforts. The government is the “night watchman” for
market economy, whose duty and obligation is “restrain itself”.
With the compulsion of the government, “Governing a great
state is like frying small fish”. There is something in common
between the concept — “By handling affairs on the principle of
noninterference, everyone will do well” — and the invisible
hand, which indicates that the government must be cautious
about the interference in economy. In Lao-Tzu’s opinion, the
boarder of “non-interference” and interference lies in caring for
the spontaneity of everything while being afraid of meddling. It
illustrates the definition of “noninterference” and “interference”.
In other words, noninterference suggests caring for the

spontaneity of everything while being afraid of meddling;



