Book Review by J. Michael Arnott
Title: Economics Does Not Lie, A Defense of the Free Market in a Time of Crisis

Author: Guy Sorman

Publisher: Encounter Books

Length: 320 pages

Price: $25.95

Reading Time: 10 hours

Reading rating: 9 (1= very difficult; 10 = very easy)

Overall rating: 4 (1 = average; 4 = outstanding)
In Economics Does Not Lie, A defense of the Free Market, Guy Sorman makes a convincing argument that the free market economic system has generally improved living standards for millions.  He does this at a time of economic instability and calls for reform.  The book presents a broad overview of economic growth institutions and describes how formerly stagnate economies have experienced substantial economic growth after adoption of free market ideas.  In fact, the book suggests that the free market is the best hope for lifting millions from poverty.
It is acknowledged by the author that economic growth is occasionally interrupted by cyclical down turns as occurred in credit markets and housing during 2007 and 2008.  The book views this event as a correction to subprime mortgage excesses, easy credit and a housing bubble.   During crises economic principles tend to be displaced by public opinion and political pressures calling for prompt action and reform.  In the U.S. the government deemed some organizations too big to fail and intervened in the housing market.  An alternative course suggested by Sorman would have been to let unsound organizations fail and subsequently be replaced by new firms.  Additionally, the housing market should be permitted to adjust downward to actual market values.  Despite the current recession, the institutions and determinants of economic growth are still present in market economies.
Sorman provides an overview of economic growth and adds insights from recent research and the relative performance of nations.  Good institutions deemed essential for economic development include private property, a judicial system, freedom of enterprise and choice, competition, a stable monetary system and the rule of law.  After describing good institutions, the text reviews several factors contributing to growth. As an example, U.S. labor hours worked now exceeds hours worked in Western European economies, after being near parity in 1970.  This disparity is related to differences in labor market regulations and taxes on labor income.  The author presents Argentina as a nation where political and monetary instability have contributed to stagnant growth.  Such instability increased investor risks and reduced the country’s capital investment and return on investment.
The author views entrepreneurship and the production of new ideas as contributing to long term growth in the U.S.  Human capital produces new ideas, but the ideas are a separate entity and are eventually copied and applied by others. Inventions and innovations become an integral part of the competitive free market.  Think tanks and professors at American universities compete for funding and respond to economic incentives in a market framework.  Sorman presents research by Paul Romer of Stanford University identifying new ideas as the decisive factor in growth.  With new products and processes, the U.S. is dominated by relatively young firms such as Microsoft, Intel and Google while creative destruction displaced old firms such as Pan Am, Wang computers and Chrysler.  
Sorman presents the growth experiences of several developing nations to support the free market system as the appropriate choice for lifting millions of people from poverty.

South Korea’s government answered the question of what is good economic policy with the free market system.  Korean businesses adjusted their focus to meet international demand with electronics, textiles and automobiles.  Taiwan also adopted the entrepreneurial spirit and exports model as the choice to achieve growth and higher standards of living. After the collapse of the Soviet Union, India moved toward a market economy with privatization and international trade and now has an economic growth rate of about 8 percent per year.  Even though China’s economy is growing at 9 to 10 percent a year, Sorman views its economy as both rural and low tech subcontractor engaged in assembly and finishing work.  
Europe and Japan are presented as cases of declining economic growth in contrast to the U.S. economy.  The author attributes the European experience to labor regulations and protectionist policies for old industries which bring less creative destruction. The Japanese economy is described as having cultural rigidities in employment practices, but Sorman notes that Japan is second only to the U.S. in number of yearly patents and ahead of the whole European Union.   

Economics Does Not Lie is a nontechnical description of now the free market works, the institutions that support growth and the impressive growth experiences of several nations that have chosen the market economic system within the past 30 to 40 years.  The book is written in a manner that is easy to read and understand economic concepts.  This reviewer highly recommends the book to everyone interested in understanding our economy and its prospects for the future. 
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