
﻿

CONSERVATIVE PERSPECTIVES
by THE HERITAGE FOUNDATION
No. 04

It has recently become common among some 
conservatives to insist that free markets 

must serve the common good. This paper will 
demonstrate the shortcomings of such decla-
rations. At the same time, it will show that a 
common good can be identified in a set of insti-
tutions that, broadly defined, comprise the 
institutions of liberty. Insofar as the common 
good has suffered in recent decades, it is 
because we as a nation have diluted or ignored 
those institutions.

The shared conservative project should there-
fore be to strengthen those institutions and to 
set in place guardrails to ensure that they are not 
weakened again—or, in the words of Abraham 
Lincoln, to ensure that “this nation, under God, 
shall have a new birth of freedom.”

What Do You Mean, “Common Good”?
Invocations of the “common good” in recent 

decades1 have mostly been associated with cen-
trist proposals (such as from communitarian 
philosopher Amitai Etzioni2) or from the Left, 
most notably from former Secretary of Labor 
Robert Reich.3 That changed with a speech by 
Senator Marco Rubio (R–FL) delivered at Catho-
lic University in 2019.4 In his speech, Rubio made 
explicit reference to Catholic Social Teaching, 
which defines the common good as “the sum total 
of social conditions which allow people, either as 
groups or as individuals, to reach their fulfillment 
more fully and more easily.”5

Discussions of the common good have often 
revolved around Cicero’s concept of the summum 
bonum, or greatest good.6 Oxford Languages adds 

A New Birth of Freedom: Free 
Markets, the Institutions of 
Liberty, and the Common Good
Iain Murray

Conservative Perspectives by The Heritage Foundation is a series reflecting thought leadership 
from across the conservative movement on emerging policy topics and debates. This series provides a 
forum for diverse perspectives to be articulated and discussed. Nothing written here is to be construed 
as necessarily reflecting the views of The Heritage Foundation.



2CONSERVATIVE PERSPECTIVES | No. 04

﻿

this to the definition of the term: “especially as 
the ultimate goal according to which values and 
priorities are established in an ethical system.” 
Thus, the concept ties itself to a system of ethics, 
a system of determining what is morally right 
and what is morally wrong.

Most recent conservative invocations of the 
term mean something different from that. The 

“common good” has been used rhetorically to sug-
gest that conservative economic thought for the 
past 50 years or so has abandoned community 
and social cohesion in favor of libertarian dogma. 
This misguided dogma is said to have allowed the 

“hollowing out” of working-class communities 
and more recently to have allowed private cor-
porations to impose radical new moral concepts 
on society.7

A right respect for common good, it is argued, 
thus requires a retreat from free trade and new 
restraints on corporations. Free-market eco-
nomics, some key conservatives now charge, has 
resulted in social conditions that stop people, 
especially those without much means, from 
reaching their fulfillment.

These are unsettling allegations. If free-mar-
ket economic policy has become a barrier to 
human flourishing rather than its enabler, con-
servatives would do well to change course. In our 
consideration of the common good, we ought to 
consider darker possibilities as well. After all, 
America’s constitutional Framers did.

The Framers were influenced in this by the 
political writers and philosophers who had 
witnessed the wars of religion, the English Civil 
War, and their aftermath.8 For these thinkers, 
the avoidance of civil war was the chief object of 
government. Hence, John Locke wrote religious 
toleration into his constitution for the Carolinas 
and defined civil interests as being the protection 
of life, liberty, and property—concepts clearly 

reflected in America’s Founding documents. 
Implicit in this thought was that attempting to 
institute a political system of the common good 
was bound to lead to trouble.

Much of the philosophy of the system known 
properly as classical liberalism is based on this 
proposition.9 The chief end of the state should 
not be to promote a particular conception of the 
good, which will lead to disagreement and strife, 
but to allow citizens to live peaceably with one 
another regardless of their different moral views. 
Thus, the preamble to the U.S. Constitution reads:

We the People of the United States, in Order to 

form a more perfect Union, establish Justice, 

insure domestic Tranquility, provide for the 

common defense, promote the general Welfare, 

and secure the Blessings of Liberty to ourselves 

and our Posterity, do ordain and establish this 

Constitution for the United States of America.10

Ensuring civil peace stands alongside the 
provision of justice, ensuring peace with other 
nations, promotion of the general welfare, and 
securing the blessings of liberty as the founding 
political values of the Republic. Consideration 
of the constitutional role of the general wel-
fare must therefore take place in the context of 
domestic tranquility.

This paper seeks to answer several questions 
in broad strokes.

	l Did “market fundamentalism” result in 
avoidable social ills?

	l Are the proposed solutions of restricted 
foreign trade, increased regulation, and 
industrial policy likely to result in increased 
human flourishing?
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	l Even if so, are these proposals com-
patible with basic American values as 
commonly understood?

	l Finally, is there an alternative solution that 
would better reflect American values and 
promote human flourishing?

What Have Free Markets Achieved?
Before we consider potentially harmful effects 

of free-market policy, we would do well to survey 
the benefits. In the 1970s, conservative politi-
cians, lawyers, philosophers, and economists all 
came to the same conclusion: that the nation’s 
economy was suffering because a variety of poli-
cies had formed a drag on wealth creation.

At the time, many of these policies came from 
the Left. In 1971, future Supreme Court Justice 
Lewis Powell penned a memo for the U.S. Cham-
ber of Commerce entitled “Attack on American 
Free Enterprise System,” outlining the various 
threats, both external and internal, to American 
capitalism.11

However, it also became apparent that much 
of the problem was the result of conservatives’ 
agreement with their political opponents on 
certain matters of economic governance. For 
instance, future Supreme Court nominee Robert 
Bork argued that the bipartisan consensus on 
antitrust was leading to anti-competitive results 
and to the Federal Trade Commission’s becoming 
what The Washington Post termed “the national 
nanny.”12 Conservative lawyers and politicians 
combined to replace the old, confusing13 rules 
of antitrust enforcement with new rules based 
around a “consumer welfare standard.” Instead 
of antitrust laws being judged based on a confus-
ing jumble of contradictory standards, the main 
question for action would henceforth be whether 
the business activity harmed the consumer.

Similarly, while the world’s trade system 
had gradually been lowering tariffs since the 
creation, at America’s insistence, of the General 
Agreement on Tariffs and Trade (GATT) in 1947, 
expansion of the agreement coupled with tech-
nological progress and individual trade deals 
(made easier by congressional grants of power 
in the procedure known as “Fast Track”) led to 
globalization.

These dual liberalizations of domestic 
commerce and international trade had been 
acknowledged as successes. Costs for consum-
ers went down, and technological innovation 
ensured that those lower prices even encom-
passed higher-quality goods. This resulted in 
much higher living standards.14

The amount of labor it took to pay for basic 
human necessities decreased considerably, and 
people used the surplus to pay for what previ-
ously had been considered luxury goods such as 
air travel. Even as technological advancement 
swept away whole categories of jobs, the streets 
were not filled with unemployed milkmen, pro-
jectionists, or typesetters.

This is the process Austrian-born economist 
Joseph Schumpeter termed “creative destruc-
tion.”15 Technological or institutional innovation 
destroys old ways of doing things, including jobs 
and industries, but this opens new opportunities, 
allowing those who lose jobs or towns that lose 
factories to reorient themselves and benefit from 
new opportunities. We see such creative destruc-
tion in action in the makeup of stock market 
indices like the Dow or the S&P 500. Huge 
companies that seem to dominate the world 
at the time drop off these indices—often quite 
quickly—at regular intervals. The average life 
span of a company on the S&P 500, for instance, 
was 61 years in 1958. That dropped precipitously 
to 25 years in 1980 and reached 12 years in 2012.16
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It should be noted that 1958 was the heyday 
of the confusing antitrust rules, but by 1980, the 
Bork antitrust revolution was beginning to take 
hold. The market moved more quickly to remove 
seemingly dominant firms than antitrust regula-
tion ever did. The reason for that is innovation, 
which is due to what Julian Simon called “the 
ultimate resource”—human beings. In contrast 
to the warnings of the ecological doomsters of 
the 1960s, the world has not run out of food. This 
is because, as Simon noted, humans are not just 
stomachs. They also possess hands and a brain. 
When they put their mind to it and are allowed 
to do so, people solve problems.

Free societies, most obviously America, utilize 
this ultimate resource for common benefit. This 
process does not require a mastermind or con-
trolling agency. It happens through the mutual 
interactions that we call the free market. As Bastiat 
noted in the 1840s, Paris gets fed every day without 
some Bonapartist director calculating needs and 
matching them to supply.17 When markets were 
allowed to work, the world was fed despite rapidly 
growing population, thanks to the innovations of 
agronomist Norman Borlaug and others who led 
the “green revolution” that massively increased 
crop yields and agricultural production. Today, 
calories are so abundant in America that our main 
concern is obesity, not malnutrition.

Given all of these underlying trends and 
data, why is there a feeling that something has 
gone wrong and that America is not the country 
it used to be?

Has Something Gone Wrong?
The “gone wrong” argument normally begins 

with trade policy. The argument: With the advent 
of globalization, plutocratic interests seeking the 
highest possible profits shipped American indus-
try overseas, mostly to China. That “hollowing 

out,” particularly of manufacturing capacity, 
resulted in a permanent loss of jobs in the heart-
land that stripped American workers of their 
dignity. Not only could a working man no longer 
maintain a dignified lifestyle for his family on 
his wages alone, but what jobs he could find 
were low-level jobs unbecoming a skilled worker. 
China compounded the problem by embarking 
on a jamboree of underhanded practices includ-
ing the rampant theft of American intellectual 
property, allowing it to steal more American jobs.

Meanwhile, for his family to prosper, the aver-
age worker’s children had to go to colleges that 
both indoctrinated them in un-American ideas 
and put them in permanent debt. If he was to find 
fulfilling work, he would likely have to uproot his 
family and move to another community where 
they had no sense of place. More likely, he would 
end up in a fulfillment center where his technolo-
gy-industry bosses would require him to urinate 
in a bottle rather than take bathroom breaks. And 
his option of joining with his fellow workers to 
increase labor bargaining power had been taken 
away by so-called labor deregulation.

At the same time, his fundamental American 
liberties such as free speech and free association 
were being attacked not by government, but by 
private power. He could no longer say what he 
liked in the public square if that square was 
provided by a private social media company. 
His culture was not just being denigrated, but 
was being openly attacked by other private 
companies, some of which until recently had 
championed that very culture.

The blame for all of these economic, social, and 
cultural ills is laid squarely at the foot of “neo-
liberal” economic policy, which has promoted 
corporate wealth and freedom at the expense of 
ordinary Americans’ wealth and freedom. It is a 
bleak depiction, but is it true?
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The China Shock
Most of the research about the ill effects of 

the China Shock has been performed by MIT 
economist David Autor and his colleagues. The 
W of jobs lost is 2.4 million, and Autor himself 
has called it an “upper bound.”18 The central esti-
mate was actually around 1.2 million jobs. That 
is still a lot of jobs, but by no means were they all 
in manufacturing. Moreover, trade is just a small 
factor in the overall “churn” of the economy that 
destroys and creates jobs every year.19 Manufac-
turing itself has been falling steadily as a share 
of the total U.S. workforce since the mid-1960s, 
as Chart 1 shows.

Even as the number of manufacturing jobs 
steadily declined, American industrial produc-
tion grew, hit only by recessions.

Why, then, did we lose so many manufactur-
ing jobs? Trade is only a small part of the reason. 
For the most part, innovation and productivity 
improvements, two of America’s best assets, led 
the charge. America’s value added from manu-
facturing increased from $110 billion in 1953, the 
supposed heyday of manufacturing, to a whop-
ping $2.1 trillion in 2015. Another recent paper 
suggests that the primary cause of the decline 
in manufacturing jobs in the “Rust Belt” was 
actually labor disruption between 1950 and 1980 
rather than trade.20
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McJobs?
It is true that many people who previously 

would have been employed in manufacturing 
are no longer in those jobs. Are they worse off? 
Contrary to most assertions, there is no unem-
ployment crisis in America. President Donald 
Trump presided over an economy that was 
essentially at full employment until COVID hit. 
The noncyclical rate of unemployment has been 
decreasing steadily since 1980. (See Chart 3.)

What about the argument that the workers dis-
placed from manufacturing may not be unemployed, 
but they have been forced to take jobs like burger 
flipping? A U.S. Department of Labor survey of man-
ufacturing workers who lost their jobs during the 
financial crisis suggests that this is not the case. Over 

40 percent found jobs back in manufacturing; only 
4 percent were working in the food industry. The 
rest were spread out over a wide range of jobs from 
construction through transportation and retail to 
management and professional occupations.21 Older 
workers were more likely to have to take a pay cut. 
Their higher rates of pay are often tied to length of 
service and similar factors.

America has moved from being an economy 
based on manual labor to one based on service 
functions. A study by the Center for Strategic and 
International Studies about the effects of trade 
found that between 1980 and 2019, the share 
of low-skilled service (“hamburger-flipping”) 
and manual jobs declined from 56 percent to 33 
percent while the share of skilled service jobs 
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increased from 44 to 66 percent.22 That is a sig-
nificant switch. Although more than half of these 
jobs require a four-year degree, a significant pro-
portion do not, especially those in health care 
and fields such as cosmetology.23 These jobs pay 
more than the manufacturing jobs they replaced.

The decline in manufacturing jobs is linked 
to worries about a “shrinking middle class.” The 
implication is that people without access to those 
jobs are becoming poorer. The middle class is 
indeed shrinking, but this is because the size of 
the upper middle class has been growing relent-
lessly: More people are becoming richer.

The share of families classified as upper 
middle class grew from “under 13 percent in 1979 
to over 30 percent in 2014.”24 The share of low-
er-middle to middle-class families, accordingly, 

fell from 63 percent to 50 percent in the same 
time period (and would have fallen more were it 
not for the number of families classified as poor 
falling from 25 percent to 20 percent). As the 
Urban Institute notes, this growth in prosperity 
is reflected in changing living standards: “[T]he 
median size of a new single-family house went 
from 1,650 square feet in 1979 to 2,506 square 
feet in 2014, and the share of the luxury car seg-
ment in 2014 grew to 13 percent of all new cars 
from under 5 percent in 1979.”25

Why Are People Unhappy?
At the same time, have new barriers to human 

flourishing arisen in some segments of Ameri-
ca’s population? There are still many concerning 
places where that seems to be the case.
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One example is in the steady rise since the 
mid-1960s in prime-age working men who have 
withdrawn from the labor force. While some of these 
men are pursuing retraining or other educational 
objectives, the vast majority are not in employment, 
education, or training. This does not mean that they 
are simply unemployed. They are, in fact, not looking 
for work and so do not show up in the unemployment 
rate. They are not in the labor force (NILF).

Rise of the NILFS
As Nicholas J. Eberstadt of the American 

Enterprise Institute has pointed out, these men 
seem overwhelmingly to be victims of anomie or 
despair, as their “leisure” time is devoted almost 
exclusively to screen use of one form or another. 
Eberstadt terms their condition “infantilized.”

The argument could be made that this is the 
hidden effect of the loss of manufacturing jobs, 
particularly from trade: Factories close and men 
give up. Similar deindustrialization effects are 
seen in other countries, yet only America has 
this particular problem. While there does appear 
to be some connection between the decline in 
manufacturing jobs and the rise in the number 
of working-age men shunning work, it is a weak 
one.26 Rather, America’s welfare and disability 
programs appear to have enabled the flight from 
work. Over half of NILFs are receiving payments 
from at least one government disability pro-
gram. These programs are much more favorable 
to beneficiaries’ lack of effort than are those of 
countries like Sweden, which aim to get work-
ing-age men back into work.
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Eberstadt found that in 2013, 27 percent of all 
working-age men received poverty-related bene-
fits in their households, up from 11 percent in 1985, 
and that NILFs were more dependent on these 
benefits than were households with unemployed 
men. It is clear that male reliance on disability 
benefits had exploded. This helps to explain some 
of the disconnect between the apparently healthy 
economy and the experiences of millions of men 
and their families. Immigrants, who are often not 
eligible for these programs, have much higher 
labor force participation rates at working age. The 
motivation for Americans appears to be adversely 
affected by programs that their own government 
instituted as part of a “war on poverty.”

About 66 percent of NILF male households 
actually fall above the official poverty line and 
are about where the working class traditionally 
has fallen in terms of income. The difference is 
that these men are not working. They spend their 
days in front of screens, which these days is more 
likely to mean watching short TikTok videos or 
playing video games than watching television. 
They have been demoralized in every sense not 
by trade or free markets, but by government wel-
fare programs paid for by the rest of us or, through 
growing federal borrowing, by future generations.

Crime and Credentialism
Massive numbers of Americans have been 

convicted of a felony, but there are no official 
estimates of how many. The number could 
reach 16 million–20 million, overwhelmingly 
African-American, male, and of prime working 
age.27 By Eberstadt’s reckoning, one in five men 
who have been arrested and one in three men 
who have been incarcerated are part of the NILF 
cohort. Employers are likely to avoid offering jobs 
to people with criminal records. Lack of work is in 
turn believed to be a factor in recidivism.

This is not primarily an economic problem, 
except insofar as there is enormous unrealized 
labor potential, but it is one we need to tackle for 
moral reasons. As Eberstadt says, “the economic 
redemption of former prisoners and convicts is 
not only a pragmatic objective: it is an ennobling 
moral goal for a forgiving people.”

At the other end of the scale is a contrasting 
problem. People are denied economic opportu-
nity not because they have criminal records, but 
for lack of academic credentials. While not all 
good-paying jobs require college degrees, over 
half of them probably do.28

Many of these jobs would have been open to 
people with high school diplomas, but as the 
number of people with such diplomas grew, 
employers needed some way to distinguish 
between applicants. In much of the rest of the 
world, this is done by assessment tests analyz-
ing basic skills. However, in its 1970 decision in 
Griggs v. Duke Power, the U.S. Supreme Court 
found that the standard tests used by Duke Power 
were not tests of skills directly related to the job 
and appeared to be biased against African-Amer-
ican applicants, so it placed the burden of proving 
the relevance of the test on the company.29

The reaction should come as no surprise to 
anyone who has studied the economics of cor-
porate behavior: Employers stopped using tests 
and started requiring a bachelor’s degree for 
many jobs. They outsourced this aspect of their 
recruitment process to universities and colleges 
to minimize legal liability. To access those jobs, 
people had to go to college.

The cost of college exploded. While there 
are many private colleges, the cost of college 
has not been subject to free-market discipline. 
Most university employees now are not profes-
sors but administrators because of the strict 
regulation imposed on colleges as part of their 
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funding relationship with the education author-
ities. Those authorities require that students be 
treated not as the adults they are, but as larger 
schoolchildren. The result is an increasing infan-
tilization of the student. Meanwhile, as I have 
documented in my book The Socialist Temptation, 
the conservative college professor, always in a 
minority, is now virtually extinct, and a dogmatic 
leftism now dominates campuses.30

So the cost of a degree has increased, and 
the quality of the product in many fields has 
decreased as a culture of dogma has replaced 
one of free inquiry. Yet this product is now 
increasingly essential to anyone who aspires to 
higher-paying employment.

Today, “[t]he average federal student loan debt 
balance is $37,718, while the total average bal-
ance (including private loan debt) may be as high 
as $40,499.”31 Student debt is not dischargeable 
in bankruptcy, and this acts as a further check 
on the ordinary development of a price signal. 
Colleges get their money whatever happens.

All of this means that non-market policy 
choices are imposing serious negative effects 
on development of the labor market. While 

“common good conservatives” have focused on 
things like wage subsidies, industrial policy, and 
unionization as solutions to our labor market 
problems, those solutions would just impose 
more distortions on an already distorted market. 
Far better to look at ways to reduce the existing 
market distortions by such means as welfare 
reform, reforming how college is financed, and 
reducing the burden of credentialism.32

A Failure of Adaptation
There also has been a collapse in what econo-

mists call “dynamism” in the American economy. 
In a dynamic society, old firms give way to new 
ones, small firms become big firms, and creative 

destruction results in new jobs to replace the 
ones lost. There is also a workforce aspect to 
dynamism. In dynamic societies, people switch 
jobs often, resulting in higher wages, and are will-
ing to relocate for better opportunities. Today, all 
three indicators—start-up creation (new firms 
to replace old ones); job reallocation (switching 
jobs); and relocation—are at historic lows.33

Why is the number of start-ups so low? After 
all, America ranks well on international com-
parisons of the cost of doing business. In the 
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World Bank’s 2020 review of those costs, Amer-
ica ranked as the sixth least costly place to do 
business.34 However, when it comes to starting 
a new business, it ranked 55th. Other burdens 
included an onerous permitting regime, costly 
and time-consuming access to energy, and diffi-
culty in registering property.

The increasing burden of regulation falls hard-
est on start-ups. Established firms can generally 
absorb the costs of new regulations. That is also 
why established firms lobby hard for increased 
regulation: Readers may remember the ads all 
over the Internet a year or so ago that said “Face-
book is in favor of updated internet regulations.” 
My colleague Wayne Crews has charted the 
growth in federal regulation since the 1990s.35 
Each of these new regulations is a cost that busi-
ness must bear. It should therefore come as no 
surprise that dynamism is falling.

Americans are also much less likely to switch 
jobs than they were in previous generations. The 
prime benefit of switching jobs is a higher wage 
or salary. This is likely an explanation for why 
there is a general feeling of stagnation and why 
wages, although they have risen substantially, do 
not seem to have kept pace with productivity.36 
The “churn” involved when job switching is com-
monplace results in more opportunities not just 
for established professionals, but also for people 
with fewer skills or with other disadvantages to 
gain new skills alongside increased earnings. This 
was demonstrated during the pandemic when the 
growth in job switchers’ earnings outstripped that 
of job stayers by a full percentage point.

However, back in 2019, job reallocation had 
reached an all-time low. This was largely because 
new firms were not starting up and old firms 
were not scaling up as fast as they were in the 
past. This resulted in fewer opportunities for 
career growth.

Willingness to relocate for work used to be 
an American trait. It has not vanished, but it has 
decreased remarkably in recent years. Interstate 
migration is roughly half of what it was during 
the 1980s. Interestingly, the numbers started to 
plummet in the decade before the Great Reces-
sion and have continued to trend downward. 
Eberstadt agrees with The Washington Post’s 
Henry Olsen in linking this problem to disabil-
ity benefits: “[E]xisting social welfare programs 
have the perverse and unintended effect of 
binding recipients to the locality in which they 
draw benefits.”37

Other possible factors include lack of recog-
nition of professional certifications between 
states and divergent costs of housing, which 
arise primarily because of zoning laws and other 
restrictions. It certainly is not due to content-
ment. The share of people who say they are stuck 
in places they would like to leave has risen by half 
again since the 1980s.38 Once again, the cause of 
unhappiness is government.

What this all means is that there is indeed 
a problem. America is squandering its his-
toric advantages. It is doing so not because of 
free-market overreach, but because government 
is intervening directly or indirectly to disrupt 
capital formation and other essential aspects 
of the free market. The result is harm to the 
common good under any reasonable definition.

The Threat of Corporatism
Another area in which things seem to be 

going wrong is the growth of corporate power 
over private lives. This is most apparent in 
the technology sphere, where corporations 
are earning a reputation for censoring private 
speech. There is also some evidence that corpo-
rations are fighting the culture war on the side 
of progressives.
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The first problem—the censoring of speech—
appears to be more complicated than just a 
private decision based on free association. (Cor-
porations do have a right not to carry speech with 
which they disagree.39) As the Twitter Files made 
clear and further revelations have confirmed, 
much of the pressure to censor conservative 
speech, especially during the pandemic, came 
from government agencies. What is known as 
jawboning is essentially the use by agencies 
of implied threats to impose things like more 
intense supervision that cause private corpo-
rations to be cowed into following what the 
agencies want them to follow.

With jawboning and other forms of regulatory 
pressure (such as financial agencies’ emphasis on 

“reputational risk,” which turned into Operation 
Choke Point and may have resurfaced in recent 
debankings40), corporations are increasingly 
looking to government for implicit permission 
with respect to what they should do in matters of 
public controversy. This is not a healthy develop-
ment. In fact, it indicates further steps away from 
a free-enterprise economy and toward one based 
on corporatism in which corporations would be 
organs of the state. As a form of political system, 
corporatism is generally viewed as an alterna-
tive to liberalism and socialism and was part of 
the underpinnings of Italian fascism. It is by no 
means a free-market phenomenon.

We have reached a point at which corporat-
ism is a very real threat. If progressives can use 
informal pressure to get corporations to do 
things that they want them to do without having 
to rely on Congress or the courts, then not only 
is free enterprise threatened; democracy and 
the rule of law are also under threat. In the past, 
corporations might have resisted the pressure 
of regulators. This is less likely now. In large 
part, corporate management is sympathetic to 

the progressive regulators’ demands for two 
major reasons.

First, government-affiliated institutional 
investors own a significant portion of large, prof-
itable company stock. These investors, often state 
pension funds, prioritize other things besides 
returns, most notably “social justice” ends like 
diversity, equity, and inclusion initiatives. This 
is government exerting influence as an owner.41

Second, “woke” business strategies do not 
normally originate in senior management. They 
are devised and executed by middle managers 
who, in turn, are responding to government pres-
sure. For instance, various civil rights and equal 
opportunity laws left it to corporations to design 
the business practices they felt were necessary 
to avoid discrimination. This led to the devel-
opment of career experts that businesses hired 
and trusted to create and hone those practices. 
As business professors Nicolai Foss and Peter 
Klein put it:

[R]esponsibility for social justice programs and 

initiatives was generally delegated downward 

from the executive suite to lower levels of the or-

ganization…. Given organizational inertia, these 

specialist positions became permanent and 

diversity programs became permanent parts of 

most company’s hiring, training, and promotion 

activities.42

Delegation grants control to the relevant 
managers who, supported by corporate lawyers, 
defend their positions even against top execu-
tives who may disagree. Similar considerations 
affect the formulation of corporate environ-
mental policy. In each case, the law is creating 
incentives that distort the proper operation of 
free enterprise. In general, these middle man-
agers are also likely to come from a class that 
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has skewed leftwards in recent years: holders 
of four-year college degrees. This educated 
class, as The New York Times found, has shifted 
in its political allegiances since the 1970s.43 It 
is now imposing its vision of society through 
corporate policy.

None of these factors in the drift toward cor-
poratism is the work of free enterprise. Instead, 
all are the result of relentless cultural or market 
distortions, introduced or imposed by govern-
ment and reinforced by a relentless culture war 
among America’s elites, that compound and rein-
force each other. Incentives matter.

Another important factor in the rise of corpo-
ratism that can perhaps be left at free markets’ 
door is recent developments in the debate 
between “stakeholder” and “shareholder” cap-
italism. This debate reaches back to the 1930s, 
when it was first proposed that corporate man-
agement has a duty to the wider community 
(its stakeholders) as well as to its investors (its 
shareholders).

For a couple of decades after 1970, when 
Milton Friedman argued that the primary 
responsibility of corporate management was to 
maximize return for shareholders,44 shareholder 
capitalism was indeed the primary model of 
corporate management. However, in the 1990s, 
what the late economist David Henderson called 

“global salvationism” started to appear in conver-
sations between executives and in their relations 
with government, the public, and the media.45 
This was the belief that corporations have duties 
to the environment, to the global poor, and to 
other “stakeholders” that outweigh their duty 
to shareholders. This led to evolving doctrines, 
first of Corporate Social Responsibility and then 
of Environment, Social, and Governance (ESG), 
that spread by way of venues like the World 
Economic Forum.

Precisely because they saw themselves as 
saviors of the planet, executives became keen 
to work closer with government and pressure 
groups. Pressure groups, of course, are over-
whelmingly leftist and funded predominantly by 
ideologically leftist philanthropists. Government, 
business, and special interests working together 
is the very definition of corporatism.

It is fair to say that many corporations have 
bent over backwards to keep up with cultural 
progressivism, but there may be limits. The 
backlash when Bud Lite sales crashed over 
Anheuser-Busch’s ill-conceived partnership 
with a controversial trans influencer, not to 
mention Disney’s ongoing woes in most of its 
divisions, demonstrates that pandering to a 
market segment that may not even be part of 
your customer base can seriously damage the 
bottom line and lead to corporate rethinks. In 
this respect, market forces can actually form a 
bulwark against cultural progressivism.

Market Interventions Will 
Hurt the Common Good

Some proposed market interventions in 
the name of the common good miss the target 
by misdiagnosing the problem. Others will 
create distortions that will end up harming the 
common good.

On trade, the preferred common-good policy 
of protectionism is a subsidy to those who are less 
efficient at creating a good. The effects of this on 
the American people are drastic. Protectionism 
raises the prices of goods that Americans want 
to buy.46 Poorer people are disproportionally 
harmed by the effects of protectionism as they 
spend more of their income on more affordable 
imported goods than other classes spend.

One unseen consequence of protectionism 
is the harm it does to workers and their human 
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capital. Protectionism is mostly touted as saving 
American jobs from “unfair” foreign competition 
that usually results from innovation overseas 
(innovation that may be precluded in the U.S. 
thanks to regulation). This does not even bene-
fit the protected American workers in the long 
run. Protectionism delays the necessary “retool-
ing”47 of American workers to adjust and live in 
a world where “new innovation X” exists. This 
means not only that they will be delayed in their 
retooling and thus potentially lose out to other 
workers who did retool, but also that they are 
forced to live without the obvious benefits of 

“new innovation X.”
Protectionism affects the family too. Tariffs 

force families to feed their children with fewer 
resources and worse goods, and the conse-
quences for low-income families are substantial.

Some conservatives accept this but contend 
that it is a price we need to pay for jobs and 
community. Some stagnation and higher prices 
are a premium that delivers the common good. 
Although well-intended, this view is mistaken. 
The supposed premium reduces the general 
welfare. Replacing innovation with stagnation 
leads to much worse immiseration.

For example, it is easy for critics to dismiss 
the importance of economic growth in a world 
of prosperity (such as the one we live in today) 
when children have plenty to eat and do not die 
before they even reach adolescence. However, 
children reaching adolescence is not the his-
torical norm; rather, it is the outlier.48 Instead 
of thinking of the common good and material 
progress as separate issues, we should recognize 
how they dynamically support each other.

Trade promotes a thriving economy and thus 
thriving workers, families, and communities. 
Protectionism does not do this. We must not be 
tempted by short-run policies that ultimately 

fail to promote the common good, but instead 
think of long-run growth and policies that benefit 
all Americans.

Some proposals appear to be aimed at the 
problem of decreased dynamism and the trend 
toward corporatism. Primary among these is the 
increased use of antitrust to break up big com-
panies and restrict acquisitions, but antitrust 
activity is not a cure for failing dynamism.

First, one cannot ignore why some big firms 
got to be so big in the first place. The primary 
reason Apple is the largest company in the world 
is the immense value that it provides to consum-
ers. In a free market, firms get big if they are able 
to provide goods and services to individuals and 
households that make their lives better. This is 
precisely why conservative thinkers and lawyers 
worked so hard to establish the consumer welfare 
standard as the measure for the appropriateness 
of antitrust action. There do indeed remain cases 
where crude attempts at things like price-fixing 
are prosecuted and punished, but substitution of 
the consumer welfare standard for the whims of 
bureaucrats has been beneficial for all.

Nor does expanded antitrust policy promote 
the growth of smaller firms. Look to existing laws 
as one culprit. Licenses bottleneck firms out of 
the market, and regulations stifle innovation. 
In fact, antitrust is generally anti-growth. If a 
company grows to a certain size, then executives 
know that their organization can fall under reg-
ulatory scrutiny for being too big. If this is the 
case, why would any executives decide to grow 
or create new products that would make their 

“market share” larger? Antitrust regulation 
prevents firms from growing, innovating, or 
providing more value to consumers.

Proposals to increase dynamism by stopping 
“killer acquisitions” also miss the target. Because 
of government regulation, scaling up a company 
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is now hard, and obtaining access to capital is 
harder. When Home Depot went public in the 
1990s, it had just four stores. Now, thanks to the 
paperwork avalanche that descends on compa-
nies that consider going public, which started 
with the Sarbanes–Oxley Act after the Enron 
scandal, companies tend not to go public until 
they are already huge. This has two ill effects.

First, ordinary potential investors miss out on 
company growth; only already wealthy “accred-
ited investors” are allowed to invest in most 
companies at an early stage. This means that 
ordinary Americans are excluded from a source of 
wealth creation that was open to their forebears.

Second, company founders use acquisition 
as an important part of their exit strategy; they 
grow their idea to a certain size and then sell to an 
existing company that can scale it up. (Instagram 
is a good example: Meta transformed a modest 
photo filtering app into a social media behemoth.) 
If that option is removed from founders, they may 
do something else that is less risky and more 
likely to be personally rewarding, such as taking 
a good-paying salaried employee job at a “big tech” 
firm. Dynamism will suffer even further.

On industrial policy, we know through bitter 
experience that central planning does not work. 
This is because the planners do not have the knowl-
edge necessary for rational planning and because 
there is no way to calculate the cost of using factors 
in one production sequence over alternative uses 
without observing market prices.49

Given that industrial policy requires differ-
ent sorts of intervention for its implementation, 
such as protectionism, subsidies, and regulations, 
the door for unproductive entrepreneurship is 
opened. Instead of focusing on what they do best 
(creating value for consumers), businesses will 
seek benefit by engaging in the practice we call 
rent-seeking. American manufacturing firms will 

likely devote massive amounts of time and money 
to get these special privileges conferred on them 
by government. This will only harm American 
industry in the long run as firms with greater 
access to the state seek to get further regulations 
imposed that harm their competitors. Industrial 
policy is an open door to corporatism.

Moreover, industrial policy will harm workers 
and communities. American workers and fami-
lies will face higher prices and reduced choice 
as a result, offsetting any putative higher wages. 
Everyone who is not in the classes that indus-
trial policy seeks to protect will suffer even more, 
thereby harming the general welfare of the coun-
try. This is not just an argument about economic 
efficiency: As mentioned above, there are very 
real moral costs to economic stagnation. In par-
ticular, it represents a rejection of fundamental 
American values.

Are Interventionist Policies 
Compatible with American Values?

Free enterprise as part of the common good is 
baked into the American pie. George Washing-
ton himself said as the Revolution came to its 
successful conclusion in 1786 that “the period is 
not very remote when the benefits of a liberal & 
free commerce will, pretty generally, succeed to 
the devastations & horrors of war.”50

It is the administrative state that is the biggest 
burden on liberal and free commerce today. Its size 
and extent would horrify not just the Founders, 
but almost every President with the exception of 
progressives like Woodrow Wilson and the Roos-
evelts. There is good reason to consider it not as an 
extension of the executive branch, but as a whole 
fourth, largely unchecked branch of government.

Using the administrative state to promote certain 
conceptions of the common good is fundamentally a 
resort to coercion. This is particularly true of speech, 
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association, and religious liberty, the subjects of the 
First Amendment. Justice Neil Gorsuch argued as 
much for the Supreme Court in his recent opin-
ion in 303 Creative v. Elenis: “Of course, abiding 
the Constitution’s commitment to the freedom of 
speech means all of us will encounter ideas we con-
sider…‘misguided, or even hurtful’…. But tolerance, 
not coercion, is our Nation’s answer.”51

Using government power to compel speech 
one way or the other, whether it be to force a 
website designer to design a website for a cause 
she found objectionable (as was the case in 303 
Creative) or to force a social media company to 
carry speech it believes will harm its other users, 
is coercive. Whatever one’s conception of the 
common good or the general welfare may be, cer-
tain government actions to promote them, such 
as compelled speech, are clearly unconstitutional.

True, there clearly are cases, such as industrial 
policy, where the Constitution is silent on or may 
even be interpreted as encouraging the use of a 
policy. For instance, the early American Republic 
turned to protectionism quite quickly following 
Alexander Hamilton’s Report on Manufactures.52 
Yet a careful reading of the Founders’ writings on 
trade, even including Hamilton in 1791, shows 
that they were in favor of free trade. Thomas 
Jefferson and James Madison even felt that 
Hamilton’s proposals for tariffs for protectionist 
purposes were contrary to the Constitution.53

That America is a commercial republic is a key 
part of what makes the nation exceptional. As 
Samuel Gregg writes in his book The Next Amer-
ican Economy:

In the 1790s key American Founders sought to 

create a republic in which the habits and institu-

tions of commercial freedom, industry, enterprise, 

competition, and trade would be integral to its 

identity. These habits and institutions were also 

to mark America as a political entity different 

from most other European nations and from the 

Spanish territories to its west and south.54

America’s commercial nature was inextrica-
bly tied to its independence and to its central 
value: freedom.

The Institutions of Liberty 
as the Common Good

Gregg’s definition of a market economy is 
one characterized by “entrepreneurship, free 
exchange, competition at home, free trade 
abroad, strong property rights, robust rule of 
law, and a constitutional order that defines and 
limits the government’s economic responsibil-
ities.”55 One might add some other factors like 
the enforcement of contract, freedom of speech 
and association, and a right to self-defense that 
together form the institutions of liberty.

For the most part, these institutions take the 
form of rights, and the political system should 
aim at their protection.56 It is unfortunate that 
the U.S. Constitution, despite the prominence of 
economic liberty in the thought of the Founders, 
for the most part does not recognize economic 
liberties as worthy of such protection, which is 
what has enabled such deviations as the New Deal 
and the modern administrative state.

It would very much benefit the general welfare 
if this were not the case. Conservative economic 
and political activity would be well directed toward 
ending government-imposed burdens such as the 
administrative state and replacing them with a 
system that defends the economic and political 
liberty of the average citizen. This would go a long 
way toward solving the social ills we have identified.

Most important, dynamism would be 
unleashed once again. Energy costs would return 
to something like their historic lows. Businesses 
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would start up, and people would move to high-
er-paying jobs and be freer to move around the 
country. The perverse incentives that lead to 
prime-age men slumped on the couch in front 
of video games would disappear. Other sys-
tems could re-evolve. School choice could lead 
to better qualifications, obviating the need to 
attend university with its insistence on ideolog-
ical conformity. Mutual aid, with its fraternity 
and emphasis on healthy habits and living, could 
once again flourish in place of insurance compa-
nies, and societies could build hospitals without 
certificate of need laws. The blessings and bene-
fits of liberty are enormous.

Thinking of the common good this way places 
many questions of moral choice where they 
should be: as primarily ethical rather than polit-
ical questions. Where there is a political decision 
to be made, it will always be prudent to weigh the 
cost to liberty against the benefits of action. The 

institutions of liberty let people pursue happi-
ness the way they interpret it and not according 
to what is imposed on them. They promote social 
cooperation while also allowing for freedom of 
association and disassociation. If a business 
does not want to operate on Sundays, it does not 
have to do so. The rules allow for someone else 
to serve the market of those who wish to engage 
in commerce on those days.

America has a solution to its current social ills. 
It lies in our nation’s heritage of economic liberty.
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