THE CONSTITUTION AND ECONOMIC LIBERTY

JAMES W. ELY JR."

Does the Constitution simply establish a framework for the
resolution of political disputes? Is the Constitution neutral with
respect to political economy? Justice Oliver Wendell Holmes
famously suggested as much in his Lochner dissent. “[ A] consti-
tution is not intended to embody a particular economic theory,
whether of paternalism and the organic relation of the citizen
to the State or of laissez faire,” he declared. “It is made for peo-
ple of fundamentally differing views....”! Filled with quot-
able quips, the Holmes dissent frequently is invoked by schol-
ars as though it contained Delphic wisdom.? Nonetheless, the
dissent has its flaws, and, like the answers of the legendary ora-
cle at Delphi, the opinion is maddeningly ambiguous.

The central premise—that the Constitution does not endorse
any particular economic theory —seems clear and warrants ex-
ploration. In common with other remarks in the Lochner dis-
sent, this point is more asserted than demonstrated.® There is a
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threshold question: Is Holmes referring to the U.S. Constitution
or to a theory of what constitutions should contain? Constitu-
tions can serve different purposes.* Moreover, Holmes curi-
ously framed the debate by setting up polar opposites,® which
arguably is a false dichotomy. In fact, the United States never
has pursued a strict laissez-faire policy; even when Holmes
wrote, lawmakers were enacting a host of economic regula-
tions.® The vast majority of these regulatory measures either
passed judicial muster or were never challenged.” The reference
to “paternalism and the organic relation of the citizen to the
State,”® although somewhat opaque, likely points toward the
attacks on individualism and claims of economic rights that
characterized the Progressive era.” Of course, Holmes could be
partly correct and partly wrong. That the Constitution affirms
neither paternalism nor laissez faire does not establish the
broader proposition that the Constitution has no relevance for
economic policy.

Holmes was strongly committed to a majoritarian philoso-
phy that entailed deference to legislative decisions.!* In 1900,
he insisted, “But wise or not, the proximate test of a good
government is that the dominant power has its way.”" It fol-
lows that Holmes was dubious about claims of constitutional
rights.”? In 1910, he revealingly observed, “I am so sceptical
as to our knowledge about the goodness or badness of laws
that I have no practical criticism except what the crowd
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wants.”!® In Lochner, therefore, Holmes may well have been
projecting his personal disbelief in constitutional constraints
onto the Founders. Moreover, Holmes offered no factual
evidence to support his pronouncements, which he appar-
ently regarded as self-evident.!*

Can we seriously believe that the Framers had no eco-
nomic program in mind? It is hard to square Holmes’s ag-
nostic position either with the expressed views of leading
Framers or with provisions of the Constitution and the Bill
of Rights. Indeed, the movement to establish a new govern-
ment in 1787 was fueled in large part by the desire for a cen-
tral authority capable of protecting private property, en-
couraging trade, restoring public credit, and defending
American interests abroad.'® According to one scholar, Alex-
ander Hamilton and James Madison “agreed on the Consti-
tution as necessary to provide the essential framework for
commercial development through the creation of a national
market, public credit, uniform currency, and the protection
of contract.”’® In the words of two prominent historians,
“Federalists proposed . .. to place the new land in the main-
stream of acquisitive capitalism.””

A brief review of the historical record may shed light on the
intended relationship between the Constitution and economic
policy at the formation of the new republic. The tenets of con-
stitutional thought in the late eighteenth century should be
considered first. John Locke and the Whig emphasis on the
rights of property owners profoundly influenced the founding
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generation.” “In the eighteenth-century pantheon of British
liberty,” John Phillip Reid observed, “there was no right more
changeless and timeless than the right to property.”*® This sen-
timent was reflected in a number of the early state constitu-
tions, which employed Lockean language and explicitly linked
individual liberty with the right to private property.? The 1776
Virginia Declaration of Rights, for example, proclaimed: “[A]ll
men are by nature equally free and independent, and have cer-
tain inherent rights...namely the enjoyment of life and lib-
erty, with the means of acquiring and possessing property, and
pursuing and obtaining happiness and safety.”?' Delegates to
the 1787 convention repeatedly echoed the Lockean principle
that the security of property was a primary goal of society.?? As
Stuart Bruchey argued, “[p]erhaps the most important value of
the Founding Fathers of the American constitutional period
was their belief in the necessity of securing property rights.”?
Given the pervasive influence of Locke upon the founding gen-
eration, it seems fair to conclude that the Framers envisioned a
constitutional order grounded in protection of private property
and individual rights.?*

One may doubt that the Framers were solely guided by con-
stitutional theory. They were, after all, practical men seasoned
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by political and military experience. Economic developments
in the late colonial period undermined the older system of
mercantilism, with its focus on price controls, public markets,
and regulations on the export of stable crops.”® Instead, the
colonists gravitated toward a free market economy based on
private contracting.> Willard Hurst explained, “[f]lrom the
country’s national beginnings and well into the twentieth cen-
tury the market captured people’s imagination, energy, and
ambition to an extent and with a sustained hold unmatched by
any other institution.”? Likewise, William E. Nelson asserted
that, as early as the 1640s, in Virginia “the hallmark doctrine of
market capitalism, that individuals should be free to enter into
contracts which courts would then enforce, was firmly in
place.”? In this regard it is significant that land and inheritance
laws were revamped to promote freedom of alienation.?” By the
late eighteenth century, land was increasingly seen as a market
commodity, and interest in land speculation was widespread.®
Leading members of the Constitutional Convention, such as
George Washington and James Wilson, were actively involved
in speculative land ventures.’! The Framers were familiar with
these steps toward a market economy and almost certainly ap-
proved of them. In fact, protection of property ownership and
contractual stability were seen as the keys to economic prosper-
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ity. This utilitarian embrace of market principles reinforced
the philosophical commitment that private property was the
basis for self-government and liberty. As Hurst observed,
“those who framed and adopted the Constitution accepted the
private market as a central institution in the social order—so
central that, without substantial controversy, they wove provi-
sions affecting its care into the structure of government.”3

Not surprisingly, many provisions of the Constitution and
Bill of Rights pertain to property interests and economic activ-
ity. Alarmed about the debt relief measures states enacted dur-
ing the post-Revolutionary era, the Constitution contained a
number of provisions to restrict state autonomy. Foremost
among these were the ban on making anything but gold and
silver coin legal tender and the clause forbidding the States
from impairing the obligation of contracts.* It bears emphasis
that the Framers saw contractual rights as sufficiently vital to
warrant a specific ban on state impairment.®> The Bill of Rights,
of course, added guarantees of individual rights, including due
process protection for liberty and property, as well as a re-
quirement that compensation be paid when private property
was taken for public use.* It is hard to quarrel with the conclu-
sions of Charles A. Beard, once the enfant terrible of the his-
torical profession, who observed in 1913:

The Constitution was essentially an economic document
based upon the concept that the fundamental private rights
of property are anterior to government and morally beyond
the reach of popular majorities.
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The major portion of the members of the Convention are
on record as recognizing the claim of property to a special
and defensive position in the Constitution.?”

Even a cursory glance at the Constitution drafting process lends
support to Beard and leaves one to ponder what Holmes was
thinking. Clearly, the Founders intended the Constitution to se-
cure property and contractual rights, and to that extent embod-
ied an economic policy that government was not free to abridge.

Even if Holmes badly overstated the neutrality of the Consti-
tution with respect to economic matters, his assertion that the
Constitution embraces neither paternalism nor laissez faire re-
mains to be considered. Holmes is correct that the Constitution
neither mandates a policy of paternalism nor endorses the
modern welfare state. To be sure, some scholars have labored
to find communitarian values implicit in the Constitution at the
time of the Founding.?® This explains the voguish interest in the
problematic theory of civic republicanism. It has become an
article of faith in some quarters that the doctrine of civic repub-
licanism, with its emphasis on the subordination of private
rights to public good, was influential to the founding genera-
tion.* This theory is not compelling. Critics charge that stu-
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dents of civic republicanism are guilty of distorting history*
and of fashioning a past that is serviceable for the statist goals
of contemporary liberalism.*! Not only does the republicanism
thesis contradict the emphasis on individualism that perme-
ated the constitution-drafting process, but a redistributionist
program would undermine the very economic rights that the
Framers sought to safeguard.®

The relationship between the Constitution and laissez faire is
more difficult to unpack. Leading members of the founding
generation were aware of the work of Adam Smith, notably his
1776 work The Wealth of Nations.*> James Madison, Alexander
Hamilton, and James Wilson were familiar with and influenced
by Smith’s views.* Yet Smith was not cited at the Constitu-
tional Convention and was rarely mentioned during the ratifi-
cation debates.* Although this does not rule out Smith’s possi-
ble indirect influence at the Convention, such influence would
be hard to chart. In addition, The Wealth of Nations covered
many topics, and one cannot assume it was read primarily for
its laissez-faire outlook.*

As we have seen, free market principles were gaining ground
in the late eighteenth century. There were, however, remnants of
the older mercantilist scheme still in place, and some price regu-
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lations persisted. Because the Constitution left significant au-
thority to control public health and safety with the States, it
seems unlikely that the Framers envisioned an entirely unregu-
lated economy. Moreover, key Framers favored a legislative
program to promote economic growth. Alexander Hamilton,
described by a recent biographer as the “chief agent of a market
economy,”# urged an ambitious plan of improved credit, protec-
tive tariffs, subsidies, and a national bank.*8 It is true that Hamil-
ton believed “human enterprize ought, doubtless, to be left free
in the main, not fettered by too much regulation . ...”# But he
was no champion of a hands-off economic policy.>® Not every-
one shared Hamilton’s views, but from the outset of the new re-
public both Congress and the States sought to foster enterprise.
The record does not establish that the Framers necessarily ex-
pected the Constitution to institute a laissez-faire regime.

In short, the Holmes dissent in Lochner offers a misleading
account of the relationship between the Constitution and the
political economy. Even if the Constitution does not endorse
particular economic theories, it assigns a high value to property
and contractual rights.> The Framers anticipated a substantially
free market resting on private property. As Jennifer Nedelsky
pointed out, “the idea that property and contract could define
the legitimate scope of governmental power was a basic compo-
nent of constitutionalism from 1787 to 1937.”%2 Holmes lost track
of this insight. In Lochner he better predicted future constitu-
tional developments than interpreted the original Constitution.
Although Holmes anticipated the advent of New Deal jurispru-
dence,* he did not accurately present the views of the Framers.
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