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EJ Dionne’s recent Op-Ed piece, “Austrian economic school has led to gridlock in Washington” deserves a response. Austrian economics as a body of thought argues from first principles, then uses Aristotelian deductive logic to arrive at conclusions. It accepts human nature as it actually is, not in some idealized form. We study what Ludwig von Mises called “Human Action”, where people use scarce means to achieve un-scarce ends. If the means to achieve ends were not scarce, no one would need to economize their use. We would face no trade-offs or opportunity costs, since we could have all we want all the time. Classical economists speak of using scarce resources – land, labor, and capital – to achieve un-scarce wants and needs for goods and services. Austrian economics expands this concept to include the scarcest of all resources – human time – including desired goals beyond goods and services. It is about the choices we make in the application of human thought, creativity, and labor over time.

Through a process of logical reasoning, Austrian economists conclude that free markets generally create more economic well-being than controlled markets. Here Austrian economists are decried as “ideologues”; yet it is not ideology but argument from first principles that leads to these conclusions. We are guided by insights of classical economists such as Adam Smith, David Ricardo, and Jean-Baptiste Say. 

Consider for example the first principle that people respond to incentives. For buyers of most goods and services, other things being equal, a low price incentivizes the purchase of more, while a high price incentivizes the purchase of less. Hence, the economic “Law of Demand”, characterized by an inverse relationship between prices and quantities purchased, is true for the purchase of goods and services, as well as for the purchase of the resources that are turned into the goods and services. If the price of labor increases, people will purchase less labor. Thus, government imposition of a minimum wage above the market wage results in less employment and more unemployment – a labor surplus. It’s logic, not ideology. One can try to ignore the Law of Demand, just as one can try to ignore the Law of Gravity, but one does do so at one’s own peril. 

Austrian economists also postulate that value is subjective, dependent upon individual tastes and preferences in a given time and place. People rank-order their preferences; those preferences change as people change, and as time and space change. For example, I place a high subjective value on a cup of Starbucks coffee at 7:00 am and am willing to pay several dollars for it. But I place no value on it at midnight and wouldn’t consume it even at zero price. My teenage boys once placed a high subjective value on skateboards and accessories and spent much of their hard-earned money on such. They no longer do. Out of these scarce means and un-scarce ends, combined with subjective value and human action, emerges a price-driven market economy that creates the greatest good for the greatest number of people.

For EJ Dionne to imagine that government control of this complex marketplace-ecosystem leads to better outcomes is pure hubris. His childlike faith in the collective over the individual, in public property over private property, and in government command-and-control over free markets, is counter to all economic logic and historical evidence. A nation cannot have a controlled economy and maintain a free society. Government at all levels – federal, state, and local – directly commandeers about forty percent of the economy and indirectly controls much more. Thus government controls a large portion of our lives. The great Austrian economist, FA Hayek, was right: this is indeed the “Road to Serfdom”. Trying to block the road, and turn us back toward more freedom, is indeed the role of Austrian economics. In this, Dionne is right. Austrian economics stands between the Statists and their agenda. Gridlock is a good thing as we try to preserve what remains of a free society. The USSR, China and the nations of the eastern bloc had their experiments with government controlled economies, and these failed across the board. Why do writers such as Dionne think that system will work any better here in the US?
