OUR FREE ECONOMY: REALITY OR CLICHE ¢

(Address to the Klwanls Ciub of Oskiand, Callifornia, May 6, 1957,
by Dr, Glenn E, Hoover, Professor of Economics, Emerltus of
BT CETTEgE sy~ Wehber of the CGakland Clity Council.)
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The author of the famous chapter on "Snakes In
lreland" began It with this sentences "There are no snakes In
Ireland,” And there the chapter ended, As a man of good sense,
when he had exhausted his topic, he stopped. If | followed his
exampie, | woulid tell you that in our over-taxed, over-regulated,
over~governed world thers are no free sconomles, and would then
s1t down -- to our mutual satisfaction, But now that hate shirts
have gone oui of fashion, service club members seem to think 1%
prudent to do penance by politely listenlng to ifuncheon speakers,
And so, to our free economy, which, sirictiy speaking, Is as
ynreal as 8 unlicorne ‘.

Too many people still believe tﬁat our economic
system was designed by English colonists who settled here to
enjoy the freedoms which were denfed fthem In Eurcpe, With all
dus respect for our Founding Fathers, that notlon Is quite wrong.
Most of our present ldeas éoncerning freedom were developed on
this continent. For Instance, the Purltans came here, as some
“wit observed, "To worship God as fthey pleased == and make every= |
body eise do the same,"™ In fhetr_%heocré?[c government, Quakers,
PPapists™® and other dissenters we;e exc!uded$ or treated as second
class cltlzens, The Purlfans had their considerable virtues, bufl

religious tolerance was nof one of them,
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As fo economic freedom you may recall that iIn

both Massachusetts and Virgén%&g the Fathers first established

a communistic system., Food was collectively grown and stored In

s common warehouse from which It was distributed according fo need
rather than work performed, "“From each according fo his abllity

" and to each according to his need™ is fthe slogan which best describes
a purely communistic system, and it was such a sysfem fhat the |
Founding Fathers introduced hete éome two centurles before Kar!

Marx was born. They'dfé so =~ [f | may needie my vitra~conservative
friends a blt ==~ because In a normal family group, goods are

praduéed and distributed in the communistic fashion, and they fried
flrst to operate &8s one blg family,

Eguipped with our hindsight It Is easy fo see why
thelr system faiieda But the Fathers, fthough they made mistakes,
were not stupld, and they soon correcfed‘thelr*errors. Th;y found
that their system provlded them with a Eafion of only a quarter of
pound of bfead a day per persong the people complained that they
‘were too weak to tend the crops as fthey should; that although they
were deeply religlious, they had begun to steal from each other, w
The Colonists seemed doomed to extinction,

| How.fhe Piymouth setflers abandoned thelr
communistic sysfem and established individual inftiative has been
told by Governor Bradford, In lagguage every American should read,
He records that the colonlsts “bégan'?o think how they might ralse
as much corn as they could ... that they might not still thus

fangulsh In misery."”
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¥ 1t was decided that

And so, In 1623, Matter much debate of things
Tthey should set (piant) corn, every msn for hils own particular,
and In that regard ftrust to themselves ... and so assigned fto every
family a parcel of {and,™ .., "This had very good success; for I¥
made all hands very Industrious." ... At harvest time, "instead of
famine; now God gave them plenty ... and the effect of thelr
particular (private) planting was well seen, for all had, one way
or another, pretty well to bring the year ébouf, and some of the
abler sort and more Industrious had to spare, so0 as any_generai.
want or famine hath nct been amongst them fo this daya“

| it can hardly be said of the plous Fathers that
they practiced what is now called "Godless Communlsm™, But they
certainiy practiced Communism, nearly perished of it, and iearned
a {esson which, apparently, each generafion must learn for I[fself,

as we seem incapable of learning from the experlence of others,

Eompiete Freedom Never Achieved,

But 1f our Foundling Fathers soon rejected communism,
netther they nor thelr descendants ever achieved complete economic
freedom, In all the colonies there were haif-free ﬁorkers knoyn
as "indentured servants®, and until the war between the stafes,
most of our Negroes were siaves, Three centurltes prior to the
New Deal, there were governmental controls of apprenflces, prices
and wages, As for sins of omission, no governmeni,Coionlal, State
or Federal has ever provided a reasonably stable monetary unlt,
without which a free economy:suffers from alternate periods of
inflatlon and deflatlén.

In this "fand of the free", we have never been
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to restrict forelgn trade as naturaily as s duck fakes fo waters
There is some guirk In our minds which makes us helisve such
restrictions affect foreign sellers only. We forget fhat
protective tariffs are deslgned to enable our privileged domestic
producers to exact from us higher prices than would otherwise be
" possible, and that they do Pt only too weil., Whatever clse we
may be, we are all consumers, and the freedom to buy at the lowest
ncssihle price Is, perhaps, fﬁe most Important of all the economlc
froedoms, l?o win this freedom we must racognize that internattonal
srade 1s as much 1n the public interest as Is domesfic itrade,

| in our own country, certaln exfremists o? the righf-
tnsist that because of the high rates eof our Income tax, soclal
security program, or a few Federal adventures In the butlding of
inf!wpurpose dams, we are cress!ng fhe.dtvfde between Freedom
and Soclalism. These zifarmists, to my mind, are meefing with the
pubfic Indifference which they deserve. They are simply giving
to the word "Socialism"™ a new and different meaning, and this for
the purpose of appealing to our antl-socialist prejudlcés which
they know are deeply Ingraineds Those who Tﬁs!st that we are
already well on the way to becoming a sociallst commonwealth
should be sent back to thelr dictlonaries, They are behind on
their home worke.

in our calmer moods it becomes evident that what

we have and will continue fto have, Is a mixed economy. in many

of our communities we have long had what the British radicals
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contemptucus iy cailed "gas and water socialism,” We shall
probably have more of 1f. The people of fhis ares recently
voted to create a new government te provide focai transportation,
and another government may be c¢reated +to provide rapid fransit,
Mot leng ago the citlzens of Oakland voted to have thelr Uity
acquire parking lofs to be operated in direct competltion with
.ots now privately owned, This, fo me Is a soclaiisfic venturas,
unless words have lest thelr meaning, but our busliness community
seemed to be for ity and few citizens were frightened by It, Why
should they be? For some decades, in thls area, we have all been
drinking soclalistic water, brought to us, very efficlently by
the Fast Bay Municipal Utility District. Municipal parking lots
are just another example of the “down town socialism™ that our
busliness [eaders demand,

Despite the charge that the Roosevelt-Truman-
Eisenhower pollcies of the Federal Government are "sociallstic",
almost all of our authentic sociaiism Is to be fbund at the local
government level. The economic poilcles formulated In Washington
are much more accurately described by the French word "dirlglisme,”
from the French word meaning fto direct, guide or steer, For
example, it will be agreed that Wasﬁingfon plays a leading role In
determining what farm crops shall be grown, where they shail be
sold and the prlce at which they shall be sold, and thils without
ownlng or operating a single farm. The traditional freedom of our
farmers has succumbed to dirigisme, not soctialism,

Power in the Market Place,

Free markets are the core of free economlies, and
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monopoly power. The use of monopoly power by fthe seilers »f

[

goods has iong been forbidden by our States and our Federsl]
government, We frequently argue about the way our antl-monopoly
orogram is conducted, but there (s general agreement fhat monopoly
prices for goods, snd more recently, securities, are intolerable
and must be prohlbited by faw,

Do the objeciions o monopoiy prices for goods
apply equally to monopoly prices for the services of workers?'
On this question oplnion is sharply divided and we are all tempted
to sweep It under the rug, along with the other questions that areé
"too hot to handle." However, now that several of our larger unions
have the power to shut down entire Indusiries If thelr wage demands
are nof met, we may have to examine proposals for Him!tlng such
DOWET, - |

Thus far, much of the argument? aboui trade unions
has been cloudy or self-serving, and some of It has been'hypo«
critical and Intellectually dishonest, For example, 's 1t loglcal
for union leaders to argue It ls Impossible to flx a monopoly prlce
for labor bécause labor Is not a "commodity"? And what of our
business leaders who profess to "belleve In unfons™ but are
gnraged whenever they sfrlke; or Iin any other way use the power
for which fthey are. organfzed? Can ouf Industrialists beifeverfhaf
It is alright for unions to have power, provided they seldom or

never use 1t? How far they are from Lord Acton, best known for

his adage: "AI! power corrupts, and absolute power corrupfts
ebseleTely” '
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so much that he would deny [t to the leaders of his church, What
he would say about entrusting power fo some of our most publlclzed
union leaders must be left to the Imagination.

The Role of Pressure Groups.

Potltlical power may be aé'greaf a threat to a free
economy as is economlic power. To iilustrate, the farmers have liffle
aconomlic power, because they are too numerous fo organize effectivei-
ronopolles and thelr Interests are offen divergent If not conflicting.
For example, the cattie and pouliry men want cheap feed for thelr
herds and flocks, and the producers of such feed want high prices
for tt, The so-calted "Farm Bioe™ can never be more than an unstable
siilance of smaller monopaiistic groups., Were It not so the nearly
0% of our people who are non-farmers would be victimized even more

*hen we are by our government's agricultural programs.

The farmers of course can,:and do, remind us that
tn calling In the government to help them avoid ihe rigors of a
free market economy they a-e oniy following the example of our
industrialists. Tney Insis®, quite accurately, thet beginning with
the flrst Congress laws were enacted to "protect™ our industriallsfts
from thelr forelgn competitors. From that day to this American
consumers have never been permi%ied ?o-buy freely from forelgn
suppliers, and'have fhus pald higher prices than they wouid have

pald In the absence of_gpvernmenfa! interference,
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The pressure group technigue has spread rapldiy.
The public freasury is now falr game for ship bullders and ship
operators, air llnes, home buyers, pensioners, veferans and that
amorphous buf politicaliy appealing group, fhe "litile businessmen®,
" Stste and focal governmsnis gof into the act by demanding Federal
assistance in the bullding of local roads, a!rporis,sewags dlsposal
plants, and schools. Recently, fthe "under develcped" countries
have Jolned the receiving ilne, asking thelr "fair share" of the
‘nexhaustible supply of dollars which the Washington magiclans are
Te conjure upe. |
To illustrate the profound change that has taken
place- In our fElnk!ng sbout the proper role of the Federal
Government, let me quote President Cleveland's message fo the
Congress, dated Feb, 16, (B87:
| ™| return without my approval House Bill No, 10203,
entitled YAn act to enable the Commissloner of Ajzriculfure to make
a speclal distribution of seeds in fhe.drought-sfrrcken countles
of Texas,'and maklng an appropriation of ($10,000,) thereforel
|t Is representfed that a long~conflnued and exfenslve
drought has existed In certaln porfions of the State of Texas,
resulting in a failure of crops and consequent distress and
destliutioNeees
““And yet | feel obliged to withhold my approval of
the plan, as proposed by fthe bill, to Indulge a benevolent and
charitable sentiment through the appropriation of public funds

for that purpose,
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“ can find no warrant for such an approp
in the Constitutlon, and | do not beffeve that ihe power and duly
of the Gzneral Government ought to be extended to the relief of
ipdividual suffering which is In no manner properly related to fthe
rublic service cor beneflt. A prevalent fendency to disregerd fthe
Timited mlsslion bf this power and dufy shouii. ! fhlnk, be stead-
vzstly reslisted, fo the end that the lesson saould be constently
anforced that though the peop!é support the Government the |
Government should not support the peoplecsssd |

Some of you may find President Cleveland's nothhs
a blt old-fashloned, but he had a combinatlon of gumpfion and
courage that Is never too olentiful In polltical circies. Hers
was a Demeocratic President, standling om princliples, refusing fo
' se fax revenues to buy a few measly seeds for drought stricken
“armers in a Democratlc state. That was only  seventy years ago,
a short time In the life of a nafion, but time enough for our

government's policles to be changed almost beyond recognition.

Obstacles To a Free Economy,

A major explianation of our fallure to achleve 2
completely free economy is that too meny of us do not know.whaf
a free eﬁonomy is, nor the steps to be faken If we are ever fto
have one, Forlexamp!e, our relative prosperity Is ftoo often
expfained by our "uniimlted resources™, our "American Know How"
or the ditigence of our workers, |

The notion that North America is better supplied

with natural resources per square mile than is Western Europe is
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istent myths which economlc geographers have
not been able to destroy., Even If Norih America were more
tavored by nature than the other continents It would be something
for which wo shou.d be humbiy grateful rather than pretend fhaf
Tiowas we who made i S50,

| As to our vaunted "Know Heow™, the nofion that
sur production technigues are unknown fo Eurcpeéns ts qulte
gatenable., There Is no Miron curtaln™ which prevents such
<nowledge from flowing freely aéross the Atlantive., As for the
diligence of our workers, that may help gxpiair why we are more
si‘osperous than some countries, but it will not explain why we
are more prospercus than the pcoples of Northern Europe, the only
~egion with which comparisons should be made,

The economists whom | respect beilfeve that our
~eiatlve prosperity is chiefly due fto ihe fact that our economy
operates within the largest free trade area In the world, Goods
move freely ffom any part of the United States to any other part,
without tariffs, currency controls or any sort of governmental
interference. This enables.prdducfion to be concentrated where
condiflons are most favorable, A free market of contlnental
proportions has brought forth our mass production Industries In
which the division of labor can be carried farther than In any
other country, and for this reason the per caplta productivity
of our workers Is the highest In the world, | |

What even a limited freedom can db for a natton's

economy has been clearly demonstrated here and in Canada for
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suych exsmples on both sides of the Aflantlc it would seem thaft

the vnder-developed and over-socializsed countries could make an

erev cholce beoiwecn free enterprise and coltectivism, However,
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F~ 3 uncomm!¥iog seoples will be confused as long as we atfribute
~uy economic achievemenis to our natural resnurces, our "know how'"
or fhe wvnusual diiigence of our workers, Iins*gaa of our free
maiket, free enferprise system,

Those who Ignore how freedom has confributed to
our prosperity recall the old quip that Columbus, when he sailed
fyon Spain, did not know where he was going; when he got there he
4id not knowrwheré he was; and when he returned did not know where
" he had becn, There were obvlous reasons for the ignorance of
{ofumbug, but those who misread our hisfory have oh!y themselives
to biame,

Concluslons.,

I+ 1s now accepted docirine that the "cold war™
is not to be the prelude fo a hot one, but Is primarily a struggle
for men!s minds, 1In view of the weapons now available to both
sIdes; we must keep the sfrugglie on fﬁéf tevel if there ié to be
much hope of survival, Whaf are the two Ideo!ogfes now competing
for world favor? As | see it, the choice which humanity Is makling
Is essentially between two economlic systems, one based or the
freedom of the individual and the other based on governmga¥® owner-
ship and controls |

Certaln groups, perhaps best represented by the

Catholic Church, believe the struggle is essentlially a theologlcal
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rraysd against wh
called "bodiess Communism,” However, with all due respect for
‘hoze who heold this opinien, | believe the cutcome of the "cold
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gfly by the woridis oplnion of the

o tie of tie two economfe systems Qnvolved,
®imat we arc witnessing may be called a Great Debate

of woridmwfde sroportlons, and we are more [lecely to win It If we
sT™ess our economic differcnces rather than our theologlcal ones.
We are living In a sclentific age, and the Wesfern World abounds
with agnostics, ratlonallists and others who have [Iffie Interest
in rellgious contfroversy., They, fogether witn the non-Christian
mlillons of Asla and Africa, will remaln indiffercnt fo a

£l

conflliet represented fo them as one between Christlianity and’

—

Hotionalism, To state the issue In these ferms might well foredoom
cus cfforts to failure, If we are to convince the worid that firee
enterprise Is preferable to socialism, we must flrst undersfahd
these systems better than we now do. Repeafrng the cllché that the
issue 1s between a slave economy and a free econcmy Is not enough.
In the Western World, including our own country, there Is stlll so
much of government ownership and control that our talk of freedom

has a hollow sound,

From propaganda by word we must swifch to propaganda
by deed, For example, we must cuf our agriculfure free of the
strangliing conffols which resfricf production, deprive our farmers
of foreign markets and take from us as consumers and taxpayers,

some billtons of dollars each year. We must also undertake the

gradual elimination of all governmental restrictions on intere
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sych as these will do more to ceonvince ofhers thai we are

commitied to a free economy than will any amount of costly

Finai'y, Yo achieve & complefely free sconomy
w2 rust ogive wore thought to the essentials of It than is now
dhe tashion. Too many of us assuae that we huve finlshed the
jubf and we go aboutl exchanging cifchés and congratulations with
sech other, Instead of observing how far short we are of the mark,
tuzo much of the propaganda for our way of {1fe seoms desligned for
vinds frat are receptive to our “singing commercials®. To achieve

znd maintaln freedom , in economics or any other fleld, will

roouire more intellectual effort than we have thus far glven 1,
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