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I -T seems safe to say that in 
this day and age most people in our country earn a living and 
spend their economic life without benefit of intellectual com
mitment to the free enterprise system. Some years ago I was 
no exception to this rule. I was willing to take the benefits 
from my labors and from the advantages found in this society 
without being completely convinced that the economic system 
we employed was the best system available. It wasn't until 
several years of intimate experience with one of the temples 
of free enterprise, namely, the market place here at the Chi
cago Board of Trade, that an appreciation gradually grew re
garding the full significance of what I was seeing and exper
iencing each working day. 

One of the first impressions gained is the complete im
personal characteristic of the market place. It cares little who 
buys or sells the commodities involved. Market price rewards 
those who are able to foresee the supply and demand poten
tialities, thus, further contributing to the efficiency of distri
bution. This criterion alone in a free market governs its be
havior. The tremendous insight reflected in the language of 
price is instilled in the market action by the best efforts of 
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literally millions of people all seeking to receive their share 
of its rewards. 

In a day when the reach of the human intellect has been 
extended millions of light years and the mathematical equa
tion which governs mass and motion in space is known and is 
being applied by the physical scientist, it is small wonder that 
a renewed effort by the social scientist in understanding and 
controlling his subject matter should be made. However, the 
failure thus far of the social scientist to understand adequately 
man and his processes is an academic fact of life. His problem 
of control is complicated, if not made improbable, by the in
finities of uniqueness of all living things which make total 
understanding perhaps an impossible goal. May I humbly 
submit that all education is history and that the social scientist 
is constantly confronted with the unknown, the unexpected, 
the birth of new ideas and the resulting new technology which 
in its wake solves some problems while creating others. The 
social scientist deals with the leading edge of all life, the human 
intellect. Here evolutionary progress must await unique 
thoughts and new discoveries made best by individuals not 
only enjoying complete personal freedom, but at the same 
time being encouraged by the demands of a dynamic free so
ciety. With this in mind, permit me to proceed with the 
main text of my talk. 

Last summer my wife and I stopped at a roadside stand to 
purchase some sweet corn and the farmer who operated the 
enterprise was trying to sell a group of us some newly harvested 
melons. He gave each of us a sample of his huge cantaloupes 
and one of the prospective customers spoke up and said, "You 
must use considerable fertilizer to get this result." The farmer 
answered quickly, "I use special seeds to harvest such quality 
melons." I thought to myself in a very real sense the world 
divides philosophically and sociologically on the hinge of 
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those two statements. The Marxists and most socialists em
phasizing environment as a creative force and therefore trust
ing systems rather than individuals while those who believe 
in individual liberty and responsibility maintain that the 
genetic code carries creative capacities and that good environ
ment does nothing more than permit the innate creativeness 
and potential ability of individual men to blossom and unfold. 

The free market place is as old, at least, as man's written 
history, and the idea itself evolved with him, because of this 
it seems safe to say the market concept has been tailored to 
his nature as well as to achieving his material needs. I hope 
to point out that its function has helped develop many of 
man's proudest achievements. The first objective thing that 
can be said for a free market is that it is devoid of ideology, 
dogma or fanaticism. It does not attempt to answer the social 
questions or set standards of morality. It is merely a process 
through which individuals can act in order to achieve their 
sincere and honest materialistic goals. The free market, how
ever, should not be confused with a democratic decision. The 
decision of the free market is a weighted decision. Those who 
have the largest stakes oftentimes have the greatest influence 
on price. In a real sense it can be said that all consumers as 
well as all suppliers, potential as well as real, have their in
fluence on the final price decision, but what is significant and 
often forgotten is that the process is an ever sharpening pro
cedure. For those who make poor decisions in the market 
place have a lesser influence in future market decisions, while 
those who make accurate decisions are weighted more heavily, 
because of their success, in future decisions of the market 
place. Thus, ability and talent in the vast world of supply and 
demand are being improved by the evolvement of ever more 
efficient forces which in turn give us ever more efficient 
decisions. 
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It is impossible to discuss the free market without mention
ing the fact that it is the essence of the capitalistic system. In 
the socialist's world considerable criticism of laissez-faire 
capitalism has been made and one of the classic examples of 
its harmful effects is offered in an analysis of the mining in
dustry in 18th Century Britain where women and children 
were being employed in the mines. An objective analysis, 
however, of conditions viewed in context with history and 
particularly the history of the industrial revolution points up 
the fact that the families who worked the mines had no altern
ative. Technology, as we know it today, was merely stirring 
in the imaginations of men and it was a question of either 
working in the mines or starving to death. There were no 
surpluses. Society was powerless to do anything about it at 
that time. It was only after the mine owners in an effort to 
increase profits developed better picks and shovels and ways 
and means of getting the coal to the surface that the men of 
the families involved were able to retire their children and 
eventually their wives from such horrible working conditions. 
In this example, the creative force unleashed by the desire 
for greater profits through greater use and distribution of 
products was underscored. An excellent example of the cre
ative force that price expressed in the market place can have 
in the area of social change can be cited in the developments 
in Virginia prior to the Civil War. At this time it was esti
mated that 1/3 of the slaves held by Virginia landowners had 
been freed prior to the War between the States. We know 
that General Lee had freed his slaves 11 years before the War. 
An analysis of the reasons for this evolutionary development 
in the field of sociology resides in the fact that slavery was 
an extremely expensive institution and that the crude farm 
machinery being introduced at that time made it more eco
nomical over the long pull to free men and hire them back. 
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It is interesting to note that the moralists clamor the loudest 
only when change is possible and usually after it has been 
occurring for some time. It is a little understood fact that 
the revolutionary who harkens the people to his cause is almost 
always a late arrival and almost never creates the fundamental 
change which ensues. 

One final example of the creative changes unleashed 
through the free market function is the history of American 
labor over the past 25 years. Strong national labor unions 
have annually taken credit for labor's gains, completely ig
noring the fact that a rapidly developing technology has made 
it possible for a man to do in some instances five and six times 
as much in an hour as he did 25 years ago. Labor in America 
has been in scarce supply 19 out of the last 25 years, and a 
strong argument can be made that the present wage scale 
minus perhaps some of the fringe benefits would have evolved 
through a free labor market without national labor organiza
tions. The drive for the rewards of the market place on behalf 
of the businesses and industries of our country seems continual
ly to improve and increase the productivity of the worker to 
the benefit of all members of our society. 

The language of the market place is, of course, fluctuat
ing price, and it is in the price fluctuations that the creative 
force of the market is articulated and put into motion. Price 
in the public market place has its origin in the infinity of 
variety projected through unique individuals in a free society 
who make up the forces of supply and demand. It is at this 
level that man's variety of choices are made as he spends the 
product of his labor for his individualistic tastes and desires. 
As one can see, the market place then becomes a continuous 
census of human hopes, fears, desires and materialistic goals 
communicated in freely given rewards for those who will satisfy 
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these ambitions. Only when this is understood can one under
stand and appreciate the superintelligence found in the lan
guage of price in a free market. An example of what I mean 
can be found against the backdrop of the French, British and 
Israeli invasion of Egypt in 1956. As the news broke late in 
the afternoon, after our markets here at the Board had closed, 
there was considerable concern experienced by those who 
were short as to whether or not grain would be offered at the 
legal limits when the markets opened the next day. The ex
pressed concern of commentators and correspondents whose 
business it is to know added to the gravity of the stark news 
bulletin. 

The next morning, before the markets opened, professional 
traders, both here and in New York, were of the opinion that 
wheat would be from 8 to 10^ higher, while corn in all likeli
hood would open up the limit. However, when the bell sound
ed, to the amazement of nearly everyone, wheat opened 
roughly 3̂ f higher and corn opened approximately 2y%$ high
er. It was at this moment that it was clear to most market 
men that World War III had not started and that by some 
unforeseen development this conflict was to terminate within 
the near future. It was approximately another day and a half 
before it became clear what alternatives were being taken in 
order to bring the conflict to a conclusion without prolonging 
the bloodshed. The withdrawal of the British and French 
troops after once being committed in a military campaign 
was unparalleled in history. Yet, apparently the grain markets 
were the first to know of the possibility of this solution. 

A further example of the superior intelligence found in 
market price is offered by the market's reaction to the Cuban 
Crisis. During the 4 or 5 days of direct confrontation between 
the United States and the Soviet Union, and despite the con
siderable tension that the crisis finally developed in what 
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seemed an almost imminent invasion of Cuba by American 
forces, the commodity markets of our country refused to show 
much concern. Wheat prices at the end of the week of the 
crisis during one of its darkest periods were but 21/±$ higher 
for the week and with demand for commodities under war
time conditions oftentimes quadrupled, it was clear that the 
market was telling those who would listen that the crisis would 
pass without breaking the peace. 

The creative influence which markets historically have pro
duced can be seen in the broader field of agricultural govern
ment subsidy, particularly as it has existed in this country for 
the past 35 years. Through the use of literally billions of 
dollars in subsidies the government has artificially stimulated 
agricultural technology to the point where today the productiv
ity of our farms presents a national problem. If all farmers 
produced all they could in any one growing season, our surplus 
problem in the world would, indeed, be devastating. This 
ability to produce, had it evolved through the natural course 
of a free market stimulation, would probably not have made 
its appearance until the late 70's or early 80's when all popu
lation projections indicated it will be needed. When the ways 
and means to produce abundance arrive before they are need
ed, millions and millions of dollars in waste can result. 

In a similar way some labor groups showing an unwilling
ness to compete with the cost of automation are being disfran
chised by it. Yet in many instances the technology which led 
to automation was greatly stimulated by monopolistic labor 
practices designed to secure more wages than an otherwise 
free market would permit. When we no longer take steps to 
compete we often wind up eliminating our livelihood. 

T h e capitalistic economic system with its free markets as the 
basic stimulant for production makes the participating public, 
to a great extent, architects of their own material destiny. 
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This has been one of mankind's milestones to individual free
dom. 

The competitive economic system has worked towards the 
achievement of other of man's idealistic goals — one being re
ligious and racial tolerance. In this field it has made a bet
ter record than most other democratic or social institutions de
dicated to these ends. Many a person has been able to do a 
thriving business in a neighborhood where he would not have 
been a welcomed resident. When we purchase the better 
mouse trap we are seldom concerned about the color or the 
religion of the man who produced it. 

Free competitive markets are the keystones of liberty. It is 
in free markets, whether they relate to thimbles or automobiles, 
that our buying habits shape the production forces which serve 
us and the nation. The new replaces the old by the simple 
equation of which product can be sold profitably. You, the 
buyer, determine what is obsolete and what is not by which 
selection you make and what price you are willing to pay. The 
buyer in any free market is exercising a social function which 
ultimately contributes to the material culture and character 
of a society. Such a society thereby becomes the freely de
scribed product of the people who live in it, shaped to their 
needs, ambitions and tastes by the way they spend their wages 
in the open competitive markets of the land. 

The capitalistic system of economics places its reward em
phasis on performance rather than academic or other qualifi
cations. Participation then becomes the responsibility of all 
of us as we sell our services in the market place. The fact 
that none of us can escape this fate guarantees an ultimate 
integrity to our performance, for the satisfaction of our per
sonal ambitions depends completely on our ability to satisfy 
human need as expressed through our many public markets. 

One must believe in this system if the yardstick of a good 
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society remains one which permits its people to create their 
own way of life. 

THE PHILOSOPHY OF THE MARKET PLACE 
AS SEEN FROM A PIT SPECULATOR'S VIEWPOINT 

DISCUSSION 

CHAIRMAN KNOKE: Mr. Gruetzmacher agreed to abide 
by the rules of the free market and allow you to argue with 
him, if you have such arguments. 

Are there any questions or comments? 
HARDIN: You said that the stimulation by government of 

agricultural technology led to the development of surpluses. 
How does this apply to the surplus in wheat which occurred 
in the latter part of the '20's and early part of the '30's? What 
was governmental stimulation at that point? 

GRUETZMACHER: Well, the important difference be
tween the period that you mentioned and the period that I was 
referring to is that wheat was sold during the '20's to commer
cial people. In other words, the wheat was in the hands of 
those who were ready and willing to distribute it, and the de
clining price of wheat in the '20's, the fact that wheat refused 
to rally significantly, was an effort of the free market to tailor 
and price its own supply and demand situation, and I think 
that the one great difference between the two periods was 
that price was permitted to go to a level where consumption 
was more likely to occur than at this time with the government 
handling the inventories. 

HARDIN: Didn't the stimulation of World War I, the 
breaking up of the vast prairie into the planting of wheat 
lead to that surplus? 

GRUETZMACHER: That 's right, but don't you think that 
the market recognized the seriousness of that situation, and 
the final outcome of World War I was not quite as clear at 
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the time they were plowing up the fields as it is now. I think 
that what you witnessed there was an effort on the part of 
farmers and everyone concerned in agriculture to estimate 
how serious the situation was going to be and to make cer
tain that the marketplace was satisfied, so, although, the after
math of it had some rather severe corrections, I do believe the 
chief cause was that the motive became overworked because 
of the war uncertainties. 

GOLDBERG: Assuming that we are able to get back to 
a free market economy in wheat in this country, and reduce 
our stocks, what about the price support programs around the 
world that we have to compete against? How do we live in that 
environment? 

GRUETZMACHER: Well, Professor Goldberg, let me say 
that I believe that the free market principle is an ideal. I 
don't think we have ever seen a completely free market in 
the history of the world. For centuries individuals attempted 
to manipulate for their own benefit. Today governments are 
attempting to manipulate our markets. 

The ideal that we fight for is, I believe, manifested in a 
market oriented society, where the people become the archi
tects of their own destiny. 

I would be the last man in the world to say we should drop 
controls at this time, but what I do approve of in at least 
the immediate past — since the Kennedy administration — 
is the fact that we are reducing surpluses. I believe we can't 
have a free market until we do reduce surpluses in the hands 
of government to the point where the market can function 
freely once again. 

I think in corn, now, we are seeing, perhaps the eclipse of 
government control. I believe the corn market could very 
easily now become the freest market, other than the bean mar
ket over the last ten years. 
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I don't know whether that is an answer to your question, 
but its a point I want to make. I think I mentioned that I cer
tainly don't think we could go to free markets from this prob
lem situation we have now, and I do believe in some restric
tions. In other words, we get out of the problem the way we 
got into it, with a certain amount of control. A point I would 
like to make is that in government planning, you have an 
example of failure in the use of reason in the field of social 
science. 

In the physical sciences, we can use reason effectively be
cause, quite frankly, everything holds still for us. But in the 
social sciences, I think you will agree that reason doesn't bring 
about the proper results too often, and, so, we must find a 
pragmatic method in which to progress. I suggest quite hum
bly that the marketplace has and is offering this type of 
method. I believe that a free enterprise system in America 
has confounded all of us with its productivity. I can hardly 
believe some of the accomplishments I see in spite of my en
thusiasm for the system. 

I think General Motors, the first three months, they made 
what? Four hundred some odd million dollars? I glanced at 
the figure roughly this morning. T o think that this corpora
tion could produce that much and sell it, which means that 
people are consuming it, which means that people's standards 
of living are being lifted. This is the thing. Unless production 
gets consumed, it is not lifting anyone's standard of living, 
and, so, I am always interested in consumption, and I think 
that the marketplace makes certain that maximum consump
tion is available at all times, and is brought into the picture 
at all times. 

ANDERSON: I was interested in your observation about 
labor unions and their negotiations with business firms. I am 
wondering if the individual negotiating, say, for wages with 
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firms such as the one that you just mentioned, General Motors, 
would fall into your thinking as being the free market judg
ment of what wage rates should prevail. 

GRUETMACHER: Well, I think I am not an anti-labor 
man, not in any sense of the word. I consider myself a liberal. 
Not all of my friends agree. (Laughter) I don't think Roger 
Gray agrees either, but I do consider myself a liberal, and I 
am certainly not opposed to labor unions per se, but what 
I am attempting to do here in this little statement is to include 
a clearer line of delineation between the labor unions that 
are using scarcity by restricting membership and, therefore, 
going to the bargaining table with something that does not 
represent the true picture, versus labor unions that, perhaps, 
have a surplus of members or have members in balance. 

I think that from what I see collective bargaining has been 
successful. I would find very few examples that I could point 
to where this factor wasn't working as well as you can expect, 
but I do believe we shouldn't lose sight of what created this 
higher standard of living, what were the things, the threads, 
that ran through it. It is this ability to have people compete 
to satisfy demands even though they may not have academic 
qualifications — I like the idea that we get paid for our per
formance, for I believe this keeps us all honest for the public 
may make decisions in the marketplace which we don't ap
prove. 

I think of those Beatle wigs that were sold at the airport, 
twelve thousand, when the Beatles came in. Now, I thought, 
"There is a real enterprising thing," and they couldn't have 
got a quarter from me for a deal like that, but somebody had 
courage enough to put them on the market. Sure enough, they 
sold twelve thousand wigs. 

We can criticize that whole procedure as just so much waste, 
but I suggest that people should have the right to enjoy life 
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as they see it. Take what occurred there and what occurs in 
the record industry where we hear some of these horrible 
sounding records that sell a million and one-half, I wouldn't 
stop that under any circumstances. 

I think if we start restricting people from doing what they 
believe is right with their own money which is a product of 
their own labors, then, we create a society which may reflect 
our interests, but, maybe, doesn't reflect the interests of the 
great mass of the people who I believe have just as much right 
to their way of life as we have to ours. 

The nice thing about America is the fact that if you want 
to go to the opera, you go to the opera. But there isn't a cul
tural level that you can't find, and participate in. Facilities are 
already available, whether its a ballgame, or the opera or the 
Art Institute, or other civic projects, and they exist because 
there is a market demand for them. 

GRAY: Not a philosophical dispute, but a technical ques
tion — you say that you think the corn market is on the verge 
of becoming a free market, but I take it you would need to 
qualify that with the requirement that the acreage diversion 
payments would have to continue, wouldn't you Al? You 
don't mean a free market in the sense of allowing farmers to 
produce all the corn they can. 

GRUETZMACHER: There are two things. First of all, 
wheat, I believe, is hanging over the corn market. In a sense, 
this is not really an arbitrary invasion of the corn market's 
particular problem field, but I would say that diversion pay
ments have made it possible for us to get the corn market to 
the point that when the government sells, it doesn't fall apart 
pricewise. I think we are all aware of the remarkable amount 
of liquidation that has taken place in the corn market with
out radically influencing the price. It is in merely taking this 
pulse that I say that, when the people who are trying to manip-
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ulate it are unable to, you are getting very close to the birth 
of freedom. 

I think a free market involves the absence of manipulation 
or the impossibility of manipulation. 

Now, agreed that if they didn't make these payments, any 
price advance would bring a great amount of production, and 
we would get back into the same problem we were in before. 
I have to agree with you. I say that this level of technology 
which we have unfortunately forced, if it had been born 
through the free market, would have been born fifteen years 
up ahead when we would have needed it. So we have created 
a monster, and now we must feed it and live with it and re
strict it, and we must make more reasonable judgments, but 
unfortunately this has been the procedure which has gotten 
us into trouble for thirty-five years. 

All of these people have been very sound, reasonable peo
ple, and I am not a man to criticize his government bureau
crats. I don't believe in doing this because I believe they are 
doing their very best. I am quite certain I couldn't do any 
better than they have, but what I am saying is that they are 
trying to do something they can't possibly succeed in doing, 
something that can be done better through a free marketing 
institution, through a free marketing system. That 's the only 
point I want to make. 

N O R T H : Do you foresee, then, if we maintain a stagnant 
government policy or government program in grains that this 
could eventually result in what you term a "free market" in 
which case the present price support programs stay where they 
are? We have inflation, better opportunities in other fields, 
and this might lead to a price level and a production level 
which is different from that now existing under the control 
program. 

GRUETZMACHER: Yes, sir. I see that particularly if we 
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have peace in the world. I can see demand that will use up 
our technological ability that is just up ahead, providing we 
can have peace. With the population explosion continuing, 
it won't be too long before our problem will no longer be one 
of surpluses. I believe that within the next fifteen years, there 
is a good chance we won't be discussing surpluses and how to 
curb production, we will be, perhaps, discussing how to im
prove it and increase it. 

So, I would say in answer to your question, I believe very 
sincerely that we will move toward a free market, providing 
we appreciate what we have in freedom. I am not convinced 
that we all are able to appreciate fully the significance of cap
italism in a free society, but if we can keep this great system, 
I do believe that we will solve most of our problems and we will 
eventually go back to relying on the creativity of the free mar
ket. I believe this very sincerely. 

If I didn't, I certainly wouldn't encourage any young man 
to become a member of the Chicago Board of Trade. 

ANDERSON: I just wanted to get clarification on the 
meaning of your statement with regard to technological de
velopment in agriculture. I am wondering if this is stimulated 
primarily by pricing forces within agriculture, or if most of 
the technological development that has been applied to agri
culture has been stimulated from non-pricing forces in agri
culture. I am thinking here of technological developments, for 
example, in federal and state-supported institutions such as 
most of us are employees of, which I think are not extremely 
price responsive within the agricultural sector, and I am also 
thinking of the adoption of industrial or technologies devel
oped in the industrial sector, again I think, somewhat removed 
from pricing movements within agriculture per se, and I am 
wondering what your reaction to this is. 

GRUETZMACHER: Well, I think that if you spend five 
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billion dollars in a year to handle the marketing directly or 
indirectly, you are putting your thumb on the scale. You 
are manipulating, and when the government spends it, wheth
er they spend it in direct subsidies or whether they spend it 
to improve technology, or whether they spend it for the land 
grant colleges, or whatever they spend it for, anything that 
tends to increase the ability to capture production from an 
acre of land is having its influence. 

Now, government spending indirectly with high price sup
ports as we had some years ago created an artificial market 
for grain that wasn't needed, and this artificial market, I 
think, had its influence in improving technology because the 
farmer said, "Gee whiz, really, I am not too concerned whether 
the government buys it or the consumer. I just want to make 
money" so I think he went ahead and asked for better ferti
lizer, asked for better seed. There was a market in other words 
for an increase in the technology and so in this respect, I do 
believe that high price supports had the same effect as higher 
market prices from any other cause. 

ANDERSON: I think what I am suggesting — I am sensing 
that you don't agree with this — that price support levels may 
very well have, in fact, attracted excessive resources to the agri
culture sector. 

GRUETZMACHER: I think I agree with that a hundred 
per cent. 

ANDERSON: I am wondering if the stimulation of tech
nology is as a result of this. 

GRUETZMACHER: I think that the technology in the 
fertilizer industry, the hybrid seed industry and others were 
encouraged to come in because there was a market for increas
ing the production per acre. 

The minute you restrict acreage, there is a terrific market 
— I hate the word "terrific" — but there is a terrific market for 
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anything that will permit me to grow more on that restricted 
acreage. In this sense, I believe, that the technology was in
fluenced by all of these billions of dollars that were spent, 
and if this scientific reservoir had been moved into other 
fields where, perhaps, it would have been more needed, it 
could be that we would have things today we don't have, while 
we do have things we don't need. You get balance through a 
market-oriented society. You don't get balance through bu
reaucratic control because no matter how hard we try, we can't 
develop efficient answers when we are using reason with in
complete facts. At least, I don't think we can. 
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