
The great political issue of our times is that of freedom versus
planning.  Ought the state to decide what individuals should pro-
duce and consume, how they apply their effort, their income and
their savings?  Or ought the widest freedom be given to individual
human beings to take these decisions for themselves?

Free market capitalism is the only economic mechanism com-
patible with the dignity of the individual, his right to self-determi-
nation and to make the most of his capacities and opportunities,
subject only to the proviso that he not interfere with the equal
freedom of others to do the same.  This is because the means of
production, distribution and exchange are privately owned.  Own-
ership can take many forms: one man businesses, large joint stock
companies, family-run enterprises, multi-national corporations,
workers’ co-operatives and self-sufficient communes.  This diver-
sity can take place because individuals are left free to cooperate
with others in whatever manner is most appropriate to their per-
sonal lifestyles, objectives and subjective perceptions of what is in
their own best interest.

The free economy operates according to the voluntary exchanges
of sellers and buyers trading their personal property with each
other in an uncoerced manner.  Because there are no legal restric-
tions on entry into the various separate markets that exist the re-
sult is that different firms produce similar commodities, so in-
creasing personal choice.  The economic rewards that accrue to
individuals in the form of profits and wages are derived according
to what the other economic actors are prepared to exchange for
their products and services.  Because the market reflects changes
in the desires of people some industries contract, or disappear al-
together, and others expand or come into existence.  Likewise, be-
cause people are free to vary their spending habits some persons
become better off, and others become worse off, than they were
previously.  The distribution of economic rewards is thus not con-
stant, the pattern changes over time.  In the free market there is no
more a centrally planned and coercive distribution of economic
resources than there is a central allocation of sexual mates in a
society in which people are free to choose their partners.  The
market is thus a spontaneously evolving organism.

EFFICIENCY

The market is the greatest generator of wealth known to mankind.
Despite extensive and harmful state intervention into the work-
ings of the market in all western societies, free enterprise has
brought about an unparalleled and steady increase in real living
standards for the people of the West.

Economic problems today are on a totally different scale from
those of a century ago, and in a dimension utterly different from
that experienced in the socialist countries of the East.  The West-
ern democracies are maintaining a flow of consumer goods as yet
unknown to Russia and China.  Even in the circumstances of re-
cession the purchasing power in the hands of those out of work in
the West is higher than that of the average Soviet worker who is
employed.

The free economy has shown itself to be the economic mechanism
most capable of satisfying the material wants of human beings
because the underlying purpose of all productive effort in the mar-
ket is the generation of goods and services to be consumed.  In
any country literally billions of decisions are taken every day.
Every time a consumer buys, say, one type of cigarette as opposed
to another, a signal is sent indicating what he has chosen and what
he has not.  These choices register with producers who must ad-
just to the wishes of the consumer if they are to meet, and attract
demand.

The free economy is thus a continuous discovery process.  As a
result of profit or loss experiences entrepreneurs learn to assess
more accurately the wishes of consumers, which is to the benefit
of both parties.  The market also encourages entrepreneurial inno-
vation whether it be the production of new inventions, improve-
ments in existing products, or the utilisation of new more efficient
methods of production which will enable the producer to cut his
prices and so gain an advantage over his competitors.  The dra-
matic fall in the price (in real terms) of items such as televisions,
radios, pocket calculators, music centres and cars are all examples
of the beneficial effects of technological innovation encouraged by
competition.
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It is the simultaneous pressure of competition, the desire to make
profit and avoid bankruptcy, which is the prime agent that encour-
ages the entrepreneur to serve the public by producing goods and
services that are wanted by a sufficiently large number of people,
and at prices they are prepared to pay.  In the free market environ-
ment firms have to tempt people to buy their products by offering
better goods at cheaper prices than their rivals.  A classic example
of the benefits of competition was the deregulation of coach trans-
port a few years ago.  Overnight fares dropped and services im-
proved as National Express (no longer a monopoly) had to im-
prove its performance and drop its fares to stay in business with
its new competitors.  The ending of controls has also resulted in
the creation of coach firms who cater for particular needs by pro-
viding specialised services such as long distance luxury travel, or
purely local transport.

PLURALISM

Observation of the real world has shown that the market is a
necessary, if not a sufficient, condition for a pluralistic, demo-
cratic system of government.  This is because an economic system
based upon private ownership decentralises power away from the
government.  The existence of alternative private sources of em-
ployment and patronage acts as a safeguard for freedom of ex-
pression in the arts as much as politics.  In societies such as the
Soviet Union citizens who offend the ruling elite by holding cer-
tain values or by producing abstract art can often find themselves
out of a job and with no home since the state is a monopoly em-
ployer and provider of housing.  It is also only in an economy in
which the media and the printing industry are owned by diverse
individuals that different political viewpoints can get a hearing.
This is why it is possible to buy the conservative Daily Telegraph
and the communist Morning Star from most newsagents in Bri-
tain.

NO CHOICE

Socialist planning represents an attempt completely to subordinate
individual freedom of action, and so economics, to the political
manipulation of the state.

In a capitalist society there are a variety of private hospitals,
schools, firms to work for, many types of goods to buy, houses to
purchase and shops to buy from.  This is not the case in the fully
planned economy; all choice is eliminated other than for the elite
of policy makers.  The totality of a society’s economic and pro-
ductive resources are subject to central direction; government dic-
tates what shall and shall not be produced, prices, people’s wages
and capital investment.  In addition labour may also be subjected
to conscription and direction.

INEFFICIENCY

Planning is not only incompatible with the fundamental right of
the individual to make his own choices, but it has shown itself to
be economically disastrous as well.

Among the developing nations of the world the most spectacular
growth rates have been in those which have adopted the capitalist
mode of production.  South Korea, Hong Kong, Taiwan, Malaysia
and Venezuela are examples.  No poor country which has at-
tempted centralised planning can match such progress.  Another
example is the postwar Germanies, both of which started from
equal poverty and destruction in 1945.  West Germany adopted
classical free market policies, while East Germany had rigid So-
viet style planning inflicted upon it by its occupiers.  The result
was that the former rapidly became one of the world’s richest
countries while the latter is highly authoritarian and materially
backward in comparison.  The Berlin Wall was not built to pre-
vent West Germans defecting.

There are essentially two reasons why socialism does not satisfy
the wishes of individual people in practice.  First, it is impossible
for a central authority to acquire all relevant information concern-
ing people’s changing preferences, the productive processes and
the distribution of resources needed to satisfy the wishes of con-

sumers.  Without a price signalling mechanism people’s changing
desires cannot find expression.  In the market there are a multi-
tude of firms at any one time all operating according to their own
independent plans which seek to anticipate changes in demand.
Some predictions will prove correct and others incorrect.

Under socialism, however, there is only one rigid plan and as a
consequence there is a much higher risk of failing to match con-
sumers’ needs.  In a system in which all industries are state pro-
tected monopolies there is little incentive for producers to be over-
concerned about consumer dissatisfaction since no alternative
sources of private supply are tolerated.

Second, the very raison d’etre of the planned economy is that re-
sources are allocated according to the priorities of politicians, not
those of consumers.  For this reason there often appear massive
shortages of certain types of goods which the authorities class as
being ‘unnecessary luxuries’.  Instead certain commodities and
services are provided in quantities that people would not pay for
of their own volition were they given the choice.

Between 1945 and 1979 there was a gradual movement towards a
heavily state regulated economy in Britain.  Successive govern-
ments pursued increasingly interventionist policies in an attempt
to promote economic growth.  They increased public spending and
taxation, imposed import controls, imposed price and wage con-
trols, gave large subsidies to ailing ‘dinosaur’ industries and
placed more and more industries under state ownership.  The re-
sult was always the same — higher and higher taxation and higher
and higher unemployment as well.  The economic problems we
face today are the legacy of decades of excessive, counter-produc-
tive, state interference.

The answer to the malaise of the British economy does not lie
with a tiny clique of planners in Whitehall (as Labour and the
Alliance still appear to believe) but with the millions of individual
producers who go to make up the British economy.  There will be
an increase in the number of jobs available when British industry
can produce commodities that are in demand at home and abroad,
and at competitive prices.  The present Conservative government
is facilitating economic recovery by applying policies designed to
re-establish a stable currency, to reduce the financial burdens of
the public sector and to cut out harmful state regulation.

TYRANNY

The desire to regulate other people’s lives is not a new and fresh
idea, as the Labour Party would have us believe.  Louis XIV and
his finance minister Colbert attempted to plan the French econ-
omy in the seventeenth century.  The fascist governments of Hitler
and Mussolini sought to replace capitalism with a corporatist
planned economy.  In many ways planning is a desire to regress to
the archaic notion of the ‘divine right’ of rulers to enjoy unlimited
power over their subjects, the abolition of the boundary between
the private and the public, the coalescence of society and state.
George Orwell, author of 1984, once wrote: “I notice that people
always say ‘under socialism’, they look forward to being on top
with all the rest underneath being told what is good for them.”

It was the Austrian economist Friedrich Hayek who showed that
the establishment of a Nazi regime in Germany in the inter-war
period was the logical outcome of socialist policies which inevit-
ably resulted in a massive concentration of economic power in the
hands of the state.  Economic freedom is the means to diverse
individual ends, but once it has been replaced by a creed that
seeks the central direction of all human activity according to a
single plan, then all other liberties are conceded as well.  That is
why, for example, the socialist dictatorship in Poland has at-
tempted to suppress Solidarity — free trade unions and the right
to strike are not compatible with centrally conceived plans be-
cause of the potential disruption they might cause.

Which economic system is the more ‘humane’: the planned econ-
omy where the government decides everything, or the free econ-
omy in which individual human beings make their own free
choices?


