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Dear Seminar Participant,  
 
On behalf of the entire FEE staff, welcome to Intro to the Real World! We have an exciting three 
days ahead of us and are confident that you will have an experience that is fun, educational, and 
memorable!  
 
Throughout the seminar, we will have a host of lectures, activities, and multimedia 
presentations designed to teach you more about the foundations of free markets and a free 
society. After the seminar, you will:  
 

 Understand the basic principles of free markets and the freedom philosophy.  

 Be able to apply these principles to today’s world and current events. 

 Have the tools and resources to become future leaders and educators of liberty.  

Our staff and faculty will be at the seminar to make sure that you get the most out of your 
experience at FEE. We love it when you ask us questions! Your fellow attendees are also great 
resources, so make sure to branch out, meet new people and develop a liberty-loving network 
while you are here! Meals, activities, and breaks are specifically designed to give you the 
freedom to make the most of your experience. 
 
To kick off the summer, we have provided this online student binder filled with all the things 
you need for the seminar. Inside, you will find a plethora of awesomeness, including a schedule, 
lecture outlines, and a glossary of economic terms for you to reference. 
 
We won’t have hard copies of the binder available at the seminar, but it will always be available 
in the Seminar Facebook Group, so you should join if you haven’t yet!  You can also pull up the 
binder on your iPad, Kindle, computer, or other techy device at the seminar.  
 
And don’t forget – at the end of the seminar, you will be an official FEE Alumnus. This means 
that you will have access to the FEE Alumni Network, a Facebook group chock full of resources, 
events, and opportunities to help you develop both personally and professionally in the liberty 
movement.  
 
We are really looking forward to spending the week with you! Can’t wait to see you in June! 
 
Best,  
 
Sara Walcott 
High School Programs Manager 

https://www.facebook.com/groups/312241572226004/?fref=ts
http://www.facebook.com/groups/FEEAlumniNetwork/
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INTRODUCTION TO THE REAL WORLD 

July 22-25, 2013 | Berry College | Rome, Georgia 

 
 

Monday, July 22 
3:30 pm – 4:00 pm:  Opening Remarks 

 4:00 pm – 5:15 pm: How to Think Like an Economist - Bruce Rottman 
 5:30 pm – 6:45 pm: Dinner  
 7:00 pm – 8:15 pm: The Difference Between Your Bathroom and a Public Restroom  – 

James Harrigan 
 
 

Tuesday, July 23 
 7:00 am – 8:15 am: Breakfast  
 8:30 am – 9:45 am: Trade - Antony Davies 
 10:00 am – 11:15 am:   Money, Money, Money  – Bruce Rottman  
 11:30 am – 12:45 pm:  Lunch 

1:00 pm – 1:50 pm: Activity 
 2:00 pm – 3:15 pm: Polar Opposites: Competition and Monopoly –Ivan Pongracic 
 3:30 pm – 4:45 pm: The Fed, The National Debt, and Other Dismal Topics – Antony 

Davies 
 5:00 pm – 6:15 pm: Dinner  
 6:30 pm – 7:45 pm: Is “Rational Ignorance” an Oxymoron? – Ivan Pongracic 
 
 

Wednesday, July 24 
7:00 am – 8:15 am: Breakfast  

 8:30 am – 9:45 am:  Myths of the Minimum Wage - Antony Davies 
 10:00 am – 11:15 am: Paycheck 101: Who’s FICA? – Bruce Rottman 
 11:30 am – 12:45 pm: Lunch 
 1:00 pm – 2:00 pm: Campus Tour of Berry + Econ Dept Meet and Greet 
 2:00 pm – 3:15 pm: The Rising Cost of College: Student Loans – Ivan Pongracic 
 3:30 pm – 4:45 pm: How to Make a Difference in the World – James Harrigan 
 5:00 pm – 6:15 pm: Dinner  

6:30 pm – 7:45 pm: Faculty Q&A 
 
 
Thursday, July 25 
7:00 am – 8:30 am: Breakfast 
7:00 am – 11:30 am:  Students Depart 
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PARTICIPANT GUIDELINES 
We at FEE believe that every individual should be free to live his life in any way that’s peaceful; 

however, we also believe in the rule of law! Please take a moment to review FEE’s “Rule of Law” 

below to ensure that we have a smooth-running seminar. Thank you in advance!   
 

GUIDELINES REASON 

1.  The dress code for the week is 

business casual, so please dress 

accordingly. 

We want to encourage you to put your best 

foot forward when making first impressions.  

The dress code will simply follow the 

professional environment we hope to create. 

2.  Please be on time for all lectures and 

activities.  In fact, try to arrive 5-10 

minutes early. 

It takes time to get settled, and arriving after a 

session has started will disrupt the speaker 

and your fellow students. 

3.  When asking questions, please wait 

to get a microphone from a staff 

member. 

We videotape our sessions and want to make 

sure that everyone can hear your brilliant 

questions! 

4.  Ask questions and engage the 

speakers, staff, and fellow seminar 

participants.  Make the seminar your 

own! 

You will get as much out of the seminar as you 

put into it.  Be the key driver of your learning! 

5.  Please make sure to check in with a 

FEE staff member before going 

anywhere outside of the sessions. 

We want to make sure that you and your 

fellow students are safe at all times! 

6.  After each session and meal, please 

take a moment to pick up your trash 

as well as trash around your seat. 

If we keep up with the trash throughout the 

seminar, we will avoid a tragedy of the 

commons later! 

7.  Remember that you are guests of 

Berry College.  Please help us 

maintain our good relationship by 

respecting their policies and being 

considerate of other patrons. 

We want to continue to host seminars at Berry, 

so please help us preserve our great 

relationship with them! 

8. Lights out is at 10 p.m.  Please be in 

your assigned room and ready for bed 

at 9:55 p.m. each night.  We will check 

rooms at promptly 10 p.m. 

It is important to be respectful of everyone’s 

sleep schedule! 

9. The college reserves the right to ask 

unruly guests to leave.  If this should 

happen to you, it means that you must 

also leave the FEE seminar. 

The college is ultimately responsible for what 

happens in its buildings.  As their partner in 

hosting a professional, safe seminar, we will 

abide by their rules. 
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FEE STAFF BIOGRAPHIES 

 

Todd Hollenbeck 
College Programs Coordinator  
 
Todd is currently working on his Masters of Business Administration at the University of 
Colorado at Colorado Springs (UCCS), where he also received his bachelor’s degree in 
political science. In addition to his work at FEE, he is the Executive Director of the Free 
Minds Film Festival, a Colorado Springs-based pro-liberty film festival. In 2011, he was the 
Colorado Campus Coordinator for Students For Liberty and co-founder of the UCCS chapter 
of Young Americans for Liberty. He has interned at the Independence Institute in Denver, 
Americans for Tax Reform, and the Leadership Institute. 
 
 

Richard Lorenc 
Director of Programs & Alumni Relations 
 
Richard Lorenc is the Director of Programs & Alumni Relations at the Foundation for 
Economic Education (FEE). Founded in 1946, FEE inspires, educates, and connects future 
leaders with the economic, ethical, and legal principles of a free society. He also serves as 
Senior Advisor to America’s Future Foundation, where he has expanded leadership 
development programs for young professional conservatives and libertarians to 12 cities and 
counting. 
 
Lorenc is a graduate of the Charles Koch Institute's Liberty@Work program, a professional 
development program focused on the practice of Market-Based Management®. 
Additionally, he serves on the board of directors of the Coalition to Reduce Spending, an 
advocacy group dedicated to limiting federal spending through programs such as the "Reject 
the Debt" anti-spending pledge. He is also a member of the Leadership Committee of Young 
Conservatives for the Freedom to Marry. 
 
 
Lorenc is the former Director of Outreach of the Illinois Policy Institute, the state's free 
market think tank. Recently, he led website development for Truth in Accounting’s State 
Data Lab, a tool that empowers citizens, journalists, and legislators with information on the 
true financial conditions of the 50 states. 
 
Lorenc's writing has been published in the Wall Street Journal, New York Times, Chicago 
Tribune, Huffington Post, Daily Caller and others. He is a graduate of Emory University and 
lives in Chicago. 
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Sara Walcott 
High School Programs Coordinator  
 
Sara is an economics graduate from Berry College where she worked as the executive 
editor of the Undergraduate Business and Economics Research Journal for two years.  In 
addition to her studies, she ran on the cross country and track team at Berry for four 
years and spent her summers at Strong Rock Camp as a counselor and Program 
Director.  She is currently planning her wedding and is getting used to life in the city. 
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FEE FACULTY BIOGRAPHIES  
Antony Davies 
Associate Professor of Economics at Duquesne University 

 
Antony Davies is associate professor of economics at Duquesne 

University and Mercatus Affiliated Senior Scholar at George 

Mason University. His primary research interests include 

econometrics and public policy. Davies has authored op-eds in 

over thirty newspapers including the Wall Street Journal, the Los 

Angeles Times, the Philadelphia Inquirer, and New York Daily 

News, is a regular columnist for US News and the Pittsburgh 

Tribune-Review, and is a regular commentator on Wilkow! 

(TheBlaze TV). He is a frequent lecturer at policy conferences 

on Capitol Hill and at state capitals. In addition to teaching at the 

undergraduate, masters, and Ph.D. levels, Dr. Davies was Chief 

Analytics Officer at Parabon Computation, President and co-

founder of Paragon Software (now Take-Two Interactive), and 

co-founder and Chief Analytics Officer at Repliqa (now indiePub Games). 

 

Dr. Davies earned his B.S. in Economics from Saint Vincent College, and Ph.D. in 

Economics from the State University of New York at Albany. 

 

James Harrigan 

PhD in Political Science  

Dr. James R. Harrigan earned his PhD in 
political science from the Claremont Graduate 
School and taught political science for a number 
of years, most recently at Saint Vincent College 
in Latrobe, Pennsylvania, where he was also the 
Fellow of Civic and Constitutional Affairs at the 
Center for Political and Economic Thought.  He 
served as editor for the Center’s journal Citizens 
and Statesmen: An Annual Review of Political 
Theory and Public Life, and as director of the 
annual Civitas Forum on Principles and Policies 
for Public Life.  He was also director of the 
college’s Aurelius Scholars, a group dedicated to 

completing a more demanding version of the core curriculum in exploration of the 
principles and history of our shared Western heritage.  He became Dean of the 
American University of Iraq-Sulaimani in the Kurdish region of Iraq, and later 
served as Director of Academic Programs at the Institute for Humane Studies.   
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Ivan Pongracic, Jr. 

Professor of Economics at Hillsdale College 

 

Ivan Pongracic, Jr. is the William E. 

Hibbs/Ludwig von Mises Professor of 

Economics at Hillsdale College, where he has 

been teaching since 2000.  He received a 

Bachelor of Science degree in aerospace 

engineering from Purdue University in 1992, 

and his Masters and Doctorate degrees in 

economics from George Mason University in 

1996 and 2004, respectively.  Prior to coming 

to Hillsdale he taught at Indiana Wesleyan 

University.   

 

He came to truly appreciate the importance of free markets to human liberty and 

prosperity as a result of growing up in communist Yugoslavia, where he spent the 

first fourteen years of his life.  He further developed his passion for the ideas of 

liberty and principles of economics through working for and being involved in 

various ways with many classical liberal and conservative institutions, such as the 

Foundation for Economic Education, the Independent Institute, Mercatus Center at 

George Mason University, Cato Institute, and Young America's Foundation.  His first 

book, “Employees and Entrepreneurship,” was released in 2009. 

 

Fun Fact: Ivan is an avid guitarist, specializing since 1996 in instrumental surf 

music, a deeply underground musical genre.  His first surf band was the Space 

Cossacks who released three CDs (available on iTunes and Amazon).  Since 2004 he 

has been playing with the Madeira, who have released four CDs so far (also on 

iTunes and Amazon).  The Madeira has toured all around the country, from New 

York to Los Angeles, and even internationally, playing Italy in 2009.  Strangely 

enough, his introduction to surf music came at a FEE seminar he attended in 1994, 

where the distinguished Austrian economist Lawrence H. White - and noted surf 

music aficionado - set him down this path that he is still pursuing. 
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Bruce Rottman 

Economics Teacher 
 

Bruce Rottman has taught Economics, History, and 
American Government since 1980 in private schools in 
Florida, Washington, Wisconsin, and California. He has 
won several prizes for excellence in economic education, 
has lectured for FEE and for Libertopia, and currently 
teaches in Santa Barbara, California. 
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LECTURE OUTLINES  
& 

RECOMMENDED READINGS 
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How to Think Like an Economist  

Bruce Rottman 

 

1. Frank’s Housing Dilemma:  An Intro to the EWOT* 

2. Bastiat and a Good Economist* 

3. Other Random Applications:  Minor 

a. Car seats, airlines 

b. Zero accidents for autos 

c. Alfonso and Beatrice:  the Coase Theorem* 

4. Principles of this EWOT 

a. Society consists of individuals 

b. Individuals choose (def) 

c. Choices are rational 

i. Adam Smith, excerpt* 

d. Those choices are costly! (opportunity cost and scarcity) 

e. The morality of choices:  choices and character 

5. Are we really rational? 

a. Some principles of rationality 

i. More, Now, Fungible, Information, Incentives 

b. Some alleged exceptions:  cashews, HD TVs 

6. Implications of EWOT 

a. Monkeys and the propensity to barter and truck* 

b. Monkeys and the propensity to envy 

c. Scarcity everywhere 

d. Bastiat and plunder 
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Reading List 

 

The Constitution:  Hip or Hype? 
 
Suddenly, the U.S. Constitution is cool. It’s being read in Congress, distributed to 
students, and discussed in the media. Already a reaction is setting in:  reading the 
Constitution in Congress is a silly stunt, an exercise in political rhetoric. The 
criticisms imply that America’s founding document is an archaic anachronism 
subject to misinterpretation or abuse. 
 
Mostly the Constitution has just been ignored, so we should welcome any revival of 
interest. The Constitution is not grandfather’s rickety, old rocking chair that we 
should admire for its past beauty but refrain from using today. This seems to have 
been FDR’s attitude; in a letter to a Congressman, he wrote, “I hope your committee 
will not permit doubt as to constitutionality, however reasonable, to block the 
suggested legislation.”  
Now that we’re finally paying attention to the Constitution, we should work on 
understanding it. It didn’t help the cause of understanding when current House 
Speaker Boehner, in a 2010 speech, quoted from the beautiful second paragraph of 
the Declaration of Independence but identified it as from the Constitution’s 
preamble. Distributing copies of the Constitution to students without requiring their 
understanding it is likely a waste of money. The ultimate irony is the 2004 federal 
law requiring every school to “hold an educational program” on Constitution Day, 
September 17—a law that itself is clearly unconstitutional.  
 
Perhaps a review is in order. 
The Declaration of Independence does a masterful job of stating what government’s 
role is:  “to secure these Rights” of life, liberty, and the pursuit of happiness. If 
“securing” seems rather limited—well, it is. The Founders generally viewed rights as 
negative rights—ones that impose only negative obligations on us, rather than give 
us positive entitlements. The U.S. Constitution fits into a centuries-old tradition of 
writing constitutions limiting the power of kings to tax and spend, particularly on 
war. Constitutions limit governmental power—which explains FDR’s frustration with 
the Supreme Court during the New Deal. 
 
When in Article 1 our Constitution explains the powers of the legislative branch, it 
states that the powers are “herein granted.” Congress may only pass laws that align 
with the powers granted to congress—Here. In. That is, here in this constitution. 
Let’s say that Congress passes a law requiring Americans to purchase health 
insurance:  this may or may not be unconstitutional because it violates a provision of 
the Bill of Rights; it is more obviously unconstitutional because the Federal 
government simply isn’t given the power to require us to purchase insurance. 
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But doesn’t the Preamble reference general welfare? Yes:  it speaks of promoting 
general welfare (as well as providing common defense—there’s a difference between 
promoting and providing). In its list of the federal government’s powers in Article 1, 
Section 8, Congress is given the power to tax for the general welfare, but the next 16 
powers explain what those taxes are for, each of them connecting to promoting 
general welfare or providing common defense. A sugar subsidy that costs consumers 
billions of dollars in order to enrich a few domestic sugar producers neither aligns 
with these powers nor is an example of general welfare. It is doubly unconstitutional.  
 
The final power—the “necessary and proper” clause—merely allows Congress to pass 
laws that carry “into Execution the foregoing Powers.” To make this an elastic clause 
that basically allows Congress to do anything it wants that doesn’t violate an 
amendment makes mincemeat of the document. 
 
This enumeration of powers clearly limits Congress’s powers in the same sense that 
giving your child a grocery list stating “eggs, bread, and milk” limits their ability to 
purchase filet mignon and, for good measure, an iPad.  
 
The limitation of congressional powers is highlighted in the 10th amendment, which 
states that powers not given to Congress belong to the states or the people, and also 
in the ninth amendment, which states that the enumeration of rights in the Bill of 
Rights is an exception to the principle of enumeration. In other words, just because 
we have a list of eight rights in the Bill of Rights doesn’t mean that we don’t have 
other rights as well—unlike in Article 1, Section 8, when the enumeration of powers 
covers all that Congress may do. 
 

James Madison warned, “If Congress can employ money indefinitely to the general 

welfare,” all sorts of mischief might occur, “thrown under the power of Congress.” If 

all this reading of the Constitution makes us understand it better, perhaps the new 

Congress will return to its much more limited, constitutional role. 

 

 

The Danger of a Government with Unlimited Power 

http://www.washingtonpost.com/wp-

dyn/content/article/2010/06/02/AR2010060203278.html 

 

 

 

http://www.washingtonpost.com/wp-dyn/content/article/2010/06/02/AR2010060203278.html
http://www.washingtonpost.com/wp-dyn/content/article/2010/06/02/AR2010060203278.html
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The Use of Knowledge in Society 

The economist  F. A, Hayek, who won the Nobel Prize 30 years after writing 
this article, always maintained that when governments planned, they were doomed 
to fail. 
Back in the 1940s, most economists saw this idea as preposterous: after all, didn’t 
the New 
Deal save us from the Depression? Didn’t government planning help bring us 
through 
World War II? 

No, Hayek said. And here’s why. 
Hayek’s writings usually have that “just translated from the German” look, so 

I’ve transformed his ponderous prose into something a bit easier to digest. 
           Bruce Rottman 
---------------------------------------------------------------------------------------------------- 

Let’s assume we are trying to construct an economic order that works~ we 
are going to decide what to produce, how to produce and distribute it. What is the 
problem we need to solve in order to do this? IF we assume that all people have all 
the information they need, and we all start from a certain system of preferences, and 
we know all the possible means to achieve our ends—then the only issue is how to 
use all the resources in their best possible way. And the answer is to use them so that 
each resource, whether land, labor, or capital, is used in precisely its most valuable 
use. It sounds fairly simple. 
 

But that isn’t the economic problem a society faces. Why? Because no one 
person can possess the data that we need to calculate production. 
 

The reason this is so is that the knowledge that we need to produce goods is 
never concentrated: it is only in dispersed bits of incomplete and even contradictory 
information which millions of separate individuals possess. The economic problem 
of society isn’t just the problem of how to allocate given resources—if “given” is taken 
to mean given to a single person, who then solves the problems of production. 
Rather, it is the problem of how to best use resources that individual members of 
society have, for ends that only those individuals know. In other words, it is a 
problem of how to use knowledge which isn’t given to any single person in its 
totality. 
 

The increased use of math in economics has only made this problem more 
confusing. It seems to me that many of the current disputes in economics begin with 
a misconception about the nature of the economic problem of society; and this 
misconception, in turn, is due to our applying methods that we have developed in 
science to social phenomena such as economics. 
 

2 
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When we use the word “planning,” we usually mean how we decide to use our 

resources. All economic activity is “planning,” in this sense; and it will have to be 
based on knowledge which isn’t given to the planner but to someone else, but 
somehow will have to be conveyed to the planner. There are various ways in which 
knowledge is communicated to people. Any theory explaining how economic 
decisions are made must account for these; and the problem of using knowledge 
spread among all the people is one of the main problems of economic policy, or of 
designing an efficient economic system. 
 

Another issue which arises here is who is to do the planning. This is where the 
dispute about “economic planning” centers. It is not a dispute about whether 
planning is to be done or not. It is a dispute as to whether planning to do be done 
centrally, by one authority for the whole economic system, or is to be divided among 
many individuals. When most people use the term today they imply central 
planning—directing the entire economic system of a country according to one, 
unified plan. Competition, on the other hand, means decentralized planning by many 
separate persons. A third alternative—which many people talk about, but doesn’t 
look good in practice—is when the state delegates planning to industries. 

 
Which of these systems is likely to be more efficient depends on which can best 

coordinate the existing knowledge in society. And this, in turn, depends on whether 
the central authority can acquire and use all the knowledge which is currently 
dispersed among millions of individuals, or whether the individuals can get the 
additional knowledge they need to enable them to dovetail their plans with the plans 
of others. 

 
3 

 
One of the first things we will discover is that there are different kinds of knowl-

edge: this will affect the answer to our question. Some kinds of knowledge will be 
more likely at the disposal of particular individuals, while we would expect to find 
other kinds of knowledge in the possession of experts. Today, people usually assume 
that the experts will be in a better position, because people assume that scientific 
knowledge is the most important kind of knowledge. We tend to forget that this 
knowledge is not the only relevant kind. As far as scientific knowledge is concerned, 
a body of experts maybe in the best position to command all the best knowledge 
available—though we still may have a problem of how to choose the experts. What I 
wish to point out is that, even if we can do this well, we are solving only a small part 
of the wider problem. 

 
Today it is almost heresy to suggest that scientific knowledge is not the sum of all 

knowledge. But a little reflection will show that there is a body of very important—
but unorganized—knowledge, which cannot possibly be called “scientific.” This 
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nonscientific knowledge is the knowledge of particular  circumstances of time and 
place. And all individuals have some advantage over others with this kind of 
knowledge. Each person has some unique and beneficial information, information 
which will only work if he uses it. We need to remember how much we have to learn 
at any job after we’ve finished our training for that job; we spend much of our 
working life learning particular jobs, and learning specific knowledge about people, 
or local conditions, or special circumstances. To know how to use a machine fully, or 
better utilize someone’s skill, or be aware of surplus materials which can be used 
when needed—this is just as important as knowing better alternative techniques. The 
shipper who earns his living from using otherwise half-empty holds, or the real 
estate agent who knows only temporary opportunities, or the arbitrageur who gains 
from small differences in prices: each person is performing eminently useful 
functions based on a special knowledge of circumstances of a fleeting moment—
knowledge not known to others. 

It is strange that some people see this sort of knowledge as “inferior” or even 
disreputable compared to theoretical or technical knowledge. When someone knows 
a better way to transport goods, for example, some people see that as dishonest. This 
prejudice has tainted the attitude toward commerce in general compared with 
production. Even economists can be biased against acquiring practical knowledge 
when they assume that this knowledge is supposed to be “given,” at everyone’s 
command—and then others argue against the market by saying that this sort of 
universal knowledge isn’t available! The real problem in economics, in contrast, is 
how can we make this knowledge as widely available as possible. 

4 

If it isn’t fashionable today to see the importance of the knowledge of the particular 
circumstances of time and place, this is closely related to the smaller importance 
which is given to “change” as such. One of the greatest differences between central 
planners and their opponents regards how often one needs to change production 
plans. Of course, if detailed economic plans could be established for long periods and 
closely adhered to, it wouldn’t be as difficult to draw up a comprehensive plan 
governing all economic activity. 

Perhaps it is worth stressing that economic problems always arise from change. As 
long as things continue as before, there are no new problems requiring a decision 
and no need to form new plans. People who believe that changes are less important 
today must think economic problems are less important; and the people who argue 
this are most often the same people who argue that technological knowledge is so 
important that economic considerations can be put into the background. 
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Is it true that, with modern production, economic decisions are required only at long 
intervals, such as when a new factory is built or anew process introduced? Is it true 
that, once a plant has been built, the rest is all more or less mechanical, determined 
by the character of the plant, and leaving little to be changed? 

Despite the fact that many would say “yes,” the practical experiences of the 
businessman would seem to imply the opposite. In a competitive industry, the task 
of keeping costs from rising requires constant struggle, absorbing a great part of the 
energy of the manager. Not all economists understand how easy it is for inefficient 
managers to erode a company’s profits, and increase costs, given the same technical 
facilities. The fact that producers and engineers often-want to proceed without 
regard to considerations of money costs is testimony to the extent to which these 
factors enter their daily work. 

One reason why economists are apt to forget about the constant small changes which 
make up the whole economic picture is because they are increasingly preoccupied 
with statistical aggregates like Gross Domestic Product, which show much more 
stability than the movements of each component. This comparative stability of the 
aggregates doesn’t result from the large amounts involved; the number of elements 
isn’t large enough to produce such stability. The reason why something like GDP is 
so relatively stable is that the continuous flow of goods and services is maintained by 
deliberate adjustments people make, each day, in light of circumstances not known 
the day before: one person stepping mat once when another fails to deliver. Even a 
large factory keeps going largely because of an environment upon which it can draw 
for all sorts of unexpected needs: tiles for its roof, business forms, and all the 
thousand and one kinds of equipment it needs—each of which is readily available in 
the market. 

This sort of dispersed knowledge really cannot be measured well statistically. In 
order to measure this, a government would have to deduce very precisely minor 
differences between things, things which differ as regards location, quality, and other 
particulars. So a government cannot figure out these circumstances of time and 
place, and the central planner will have to find some way or other in which the 
decisions depending on them can be left to the “man on the spot.” 

5 

If we agree that the economic problem of society is mainly one of rapid adaptation to 
changes in particular circumstances of time and place, it would seem to follow that 
the ultimate decisions must be left to the people who are familiar with these 
circumstances. They know what changes are occurring and they know the resources 
available to meet these changes. We cannot expect that this problem will be solved 
by first communicating all this knowledge to a central board which will then issue 
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orders. We must solve it by some form of decentralization. Rut this solves only part 
of our problem. We need decentralization because only then can we insure that the 
knowledge of the particular circumstances of time and place will be used promptly. 
But the “man on the spot” cannot decide solely on the basis of his limited but 
intimate knowledge of the facts of his immediate surroundings. He still has to figure 
out other information he will need to fit his decisions into the whole pattern of 
changes in the larger economic system. 

How much knowledge does he need to do this successfully? Which of the events that 
he is unaware of are relevant to him? How much of these does he need to know? 

Almost anything that happens anywhere in the world might affect decisions he ought 
to make. But he does not know either all of these events, or their effects. It doesn’t 
mailer for him why at a particular moment more screws of a particular kind are 
wanted, or why paper bags are more available than plastic bags, or why skilled labor 
or machine tools have become more difficult to obtain. All that is significant for him 
is how much more or less difficult to get they have become, compared with other 
things with which he is concerned. It is always a question of the relative importance 
of the particular things that concern him. Why they are more or less important 
doesn’t interest him; his only interest is how changes affect concrete things in his 
own environment. 

Since the knowledge of the relevant facts is dispersed among many people, prices can 
act to coordinate the separate actions of different people. It is worth considering how 
the price system does this. 

Assume that somewhere in the world a new opportunity has arisen for the use of 
some raw material, say tin, or that one of the sources tin supply has been eliminated. 
It doesn’t matter which of these occurred; tin is more scarce either way. All that the 
users of tin need to know is that some of the tin they used to consume is more 
profitably used somewhere else and that they must economize tin. They do not even 
have to know where the more urgent need has arisen. If some of the tin users know 
of this new demand, and switch resources over to it, and if the people who are aware 
of the new gap this created in turn fill it from other sources, the effect will rapidly 
spread through the whole economic system and influence not only all the uses of tin, 
but also tin’s substitutes, and the substitutes of these substitutes, the supply of things 
made from tin, and their substitutes, and so on. All this happens without most of the 
people who are bringing about these substitutions knowing what originally caused 
the changes. The whole acts as one market—not because any individual surveys the 
whole field but because their limited individual fields of vision overlap enough that, 
through many intermediaries, the relevant information is communicated to all. The 
mere fact that there is only one price for any commodity brings about the solution. 
Theoretically, it might have been arrived at by one single mind possessing all the 
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information, but in reality, the information is dispersed among all the people 
involved in the process. 

6 

We need to see the price system as a mechanism for communicating information if 
we want to understand its real function—a function which, of course, it fulfills less 
perfectly as prices grow more rigid. The most significant fact about this system is 
how little the individuals need to know in order to take the right action. In this way, 
only the most essential information is passed on, and passed on only to those 
concerned. The price system, then, is a kind of machine for registering change, or a 
system of telecommunications which enables individual producers to watch merely 
the movement of a few pointers, as an engineer might watch the hands of a few dials, 
in order to adjust their activities to changes—and they may never understand why 
these changes occurred. 

Of course, these adjustments are probably never “perfect” in the way 
economists might imagine. But I fear that our habit of seeing this problem and 
assuming that almost everyone has more or less perfect knowledge has made us 
blind to the true function of the price system and led us to apply rather misleading 
standards in judging its efficiency. The system is marvelous nonetheless. If one raw 
material becomes more scarce, tens of thousands of people who we do not know are 
made to use less of it—without more than perhaps a handful of people knowing the 
cause. This process will still occur even if it works imperfectly, and, for example, all 
firms’ profit rates are not maintained at the “normal” level. 

I have used the term “marvelous” to shock the reader out of the complacency with 
which we often take the working of prices for granted. If the price mechanism were 
the result of deliberate human design, and if the people guided by price changes 
understood that their decisions have significance far beyond their immediate aim, 
this system would be acclaimed as one of the greatest triumphs of the human mind. 
Its misfortune is that it is not the product of human design, and that the people 
guided by it usually do not know why they are made to do what they do. But those 
who clamor for “conscious direction”—who cannot believe that anything which has 
evolved without design can solve problems which we would not be able to solve 
consciously—should remember this: The problem is precisely how to extend the span 
of our use of resources beyond the span of the control of any one mind. We need to 
dispense with the need of conscious control, so that individuals will do what is 
desirable without anyone having to tell them what to do. 

The problem which we meet here does not only apply to economics, but applies to 
nearly all social phenomena, and constitutes the central theoretical problem of all 
social science. As Alfred Whitehead has said in another connection, “It is a 
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profoundly erroneous truism, repeated by all copy-books and by eminent people 
when they are making speeches, that we should cultivate the habit of thinking what 
we are doing. The precise opposite is the case. Civilization advances by extending the 
number of important operations which we can perform without thinking about 
them.” This is profoundly significant in the social field. We constantly use formulas, 
symbols, and rules whose meaning we do not understand. We have developed 
practices and institutions by building upon habits and institutions which have 
proved successful in their own sphere, and these have, in turn, become the 
foundation of the civilization we have built up. 

The price system is just one of these formations which we have learned to use, 
though imperfectly, after we had stumbled upon it without understanding it. It 
brings about not only a division of labor, but also a coordinated use of resources 
based on an equally divided knowledge. The people who might disagree with this 
usually distort the argument by suggesting that it asserts that by some miracle just 
that sort of system has spontaneously grown up which is best suited to modem 
civilization. But it is the other way round: we have been able to develop that division 
of labor on which our civilization is based because we happened to have stumbled 
upon a method that made it possible. Had we not done so, we may have still 
developed some other, altogether different, type of civilization, perhaps like the state 
of termite ants, or some other altogether unimaginable type. All that we can say is 
that nobody has yet succeeded in designing an alternative system which preserves 
certain features of the price system which are important even to those who most 
violently assail it—such as the extent to which the individual can freely choose his 
pursuits and consequently use his own know ledge and skill. 

7 

It is fortunate that the dispute about the importance of the price system is no longer 
conducted entirely between camps holding different political views. In 1920, when 
Von Mises claimed that we could not preserve a society such as ours, based on 
extensive division of labor, without a price system, he was greeted with a howl of 
derision. Today the difficulties that some still have in accepting it are no longer 
mainly political, and this makes for an atmosphere more conducive for reasonable 
discussion. When we find Leon Trotsky arguing that “economic planning is 
unthinkable without market relations”; when Marxist professor Oscar Lange 
promises von Mises a statue in the marble halls of the future Central Planning board; 
and when professor Abba P. Lerner rediscovers Adam Smith and emphasizes that 
the price system induces the individual, who follows his self interest, to do what is in 
the general interest--then, the differences can indeed no longer be ascribed to 
political prejudice. The remaining dissent seems to stem from purely intellectual 
differences, particularly differences in methodology. 
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One of these methodological differences is illustrated in Joseph Schumpeter’s 
Capitalism, Socialism, and Democracy. In this book, he sees economic phenomena 
as objectively given quantities of commodities impinging directly upon each other--
almost, it would seem, without any intervention of human minds. Only against this 
background can I account for the following (to me startling) pronouncement. 
Schumpeter argues that the possibility of a rational calculation of factors of 
production is possible in the absence of markets, since consumers, in evaluating 
consumer goods, must also evaluate the means of production which “enter into the 
production of these goods.” 
 
Taken literally, this statement is simply untrue. The consumers do nothing of the 
kind. Schumpeter presumes that the valuation of the factors of production is implied 
in, or follows necessarily from, the valuation of consumer goods. But this, too, is 
incorrect. It is evident that the values of the factors of production do not depend 
solely on the valuation of the consumer goods, but also on the supply conditions of 
the various factors of production. Only to a mind to which all these facts were 
simultaneously known would the answer necessarily follow from the facts given to it. 
The practical problem, however, arises precisely because these facts are never so 
given to a single mind, and because, in consequence, knowledge that is dispersed 
among many people must he used to solve the problem. 
 
The problem is, thus, unsolved if we can show that all the facts, if they were known to 
a single mind (as we hypothetically assume) would uniquely determine the solution; 
instead we must show how a solution is produced by the interactions of people who 
each possess only partial knowledge. To assume all the knowledge to be given to a 
single mind is to assume the problem away, and disregard everything that is 
important and significant in the real world. 
 
That an economist of Schumpeter’s standing should have fallen into such a trap can 
hardly be explained as a simple error. It suggests, rather, that there is something 
fundamentally wrong with an approach which disregards an essential part of the 
phenomena with which we have to deal: the unavoidable imperfection of man’s 
knowledge and the consequent need for a process by which knowledge is constantly 
communicated and acquired. A mathematical approach, with its simultaneous 
equations starting from the assumption that people’s knowledge corresponds with 
the objective facts of the situation, leaves out what is our main task to explain. I 
would not deny that equilibrium analysis has a useful function to perform. But when 
it comes to the point where it misleads some of our leading thinkers into believing 
that the situation which it describes has direct relevance to the solution of practical 
problems, it is high time that we remember that it does not deal with the social 
process at all and that it is no more than a useful preliminary to the study of the 
main problem. 
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The Difference Between Your Bathroom and a Public Restroom 
James Harrigan 

 

Nowhere is the importance of property rights more evident than in…bathrooms.  

Compare your own bathroom to the various public offerings and you will begin to see 

just how many public ills a vigorous defense of property rights can address.  Property 

rights are nothing new, of course, but we seem to have forgotten how the words 

“mine,” “yours,” and “ours” impact the world in which we live. 

 

 
 
Reading List 
 
Robert Nozick, Anarchy, State, and Utopia  
 
Frederic Bastiat, The Law  
 
John Locke, Second Treatise on Government 
 
John Rawls, A Theory of Justice 
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Trade 
Antony Davies 

 

This lecture explores what makes trade possible and desirable. After completing an 

experiment designed to give students an intuitive understanding of the difference 

between comparative and absolute advantage, students will look at cross-country 

data that compares trade with a variety of socio-economic outcomes. Countries that 

engage in more trade not only have higher levels of income, they also have more 

equitable income distributions, less child labor, more gender equality, and better 

environmental outcomes. 

 
 
 
Reading List 

“Building a Holy Economy,” Antony Davies 
http://www.antolin-davies.com/research/holyeconomy.pdf 
 
“What Really Makes an American Car?”  Joseph White 
http://www.antolin-davies.com/global/readings/import.pdf 
 

http://www.antolin-davies.com/research/holyeconomy.pdf
http://www.antolin-davies.com/global/readings/import.pdf
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Money, Money, Money 

Bruce Rottman 
 
 

1. Free Money:  why this isn’t such a great gift 

 

 

 

2. What is money? Is it really a big deal? 

 

 

 

3. The 10,000 year history of money 

 

 

 

4. Money, inflation, and the growth of government 

 

 

 

5. Money, Wealth, Income, and Consumption:  How to get rich 

 

 

 

6. Time Preference Rates 
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Polar Opposites: Competition and Monopoly 

Ivan Pongracic 

 

Market competition is a discovery process, relying on entrepreneurs who, facing 

uncertainty, strive to discover opportunities and coordinate plans in a continuous 

search for profits.   

 

There is never an absence of competition in a truly free market, since sellers always 

must outdo one another by selling better or cheaper goods, and every commodity 

competes with every other commodity for the buyers’ dollar.   

 

A monopoly is a grant of special privilege by the government, allowing a company to 

engage in a line of production in which others are prohibited, and making consumers 

worse off.  The extent of monopoly in an economy is determined by the extent of 

monopoly privilege granted by the government. 

 

 

 

Reading List 

 
Dominick T. Armentano, “Chapter 3: Competition and Monopoly: The Evidence,” 

Antitrust: 

 

Friedrich Hayek, “Chapter 5: Meaning of Competition,” Individualism and 

Economic Order, The University of Chicago Press, 1948 

 

Friedrich Hayek, “Chapter 12: Competition as a Discovery Procedure,” New Studies 

in Philosophy, Politics, Economics and the History of Ideas, The University of 

Chicago Press, 1978 

 

Israel Kirzner, “Chapter 2: Hayek, Knowledge and Market Processes,” Perception, 

Opportunity and Profit, The University of Chicago Press, 1979 

 

Israel Kirzner, “Chapter 2: The Meaning of Market Process,” The Meaning of Market 

Process, Routledge, 1992 
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Ludwig von Mises, “Chapter XV: The Market,” Human Action, 1949 (1966) 

 

Murray Rothbard, “Chapter 3: Triangular Intervention; Section 3: Product Control – 

Grant of Monopolistic Privilege,” (cut out subsections a-q and appendices 1 & 

2), Power & Market, Sheed Andrews and McMeel, Inc., 1970 
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The Fed, The National Debt, and Other Dismal Topics 
Antony Davies 

 

 

This lecture looks at the financial health of the federal government. After completing 

an experiment designed to demonstrate the degree of control a government has over 

who pays taxes and how much they pay, students will examine the source of the 

federal debt problem and the government’s attempts to address the problem.  

 

 

 

Reading List 

Davies, A., “Why the Federal Budget Matters,” US News and World Report, March 

20, 2012 (http://www.antolin-

davies.com/research/whyfederalbudgetmatters.pdf) 

 

Davies, A., “America’s Massive Debt Has Come Back to Bite Us,” Pittsburgh Tribune-

Review, December 29, 2012. (http://www.antolin-

davies.com/research/trib122912.pdf) 

 

Kadlec, C.W., “Tax the Rich?” Wall Street Journal, August 12, 1998. 

 

Riedl, B., “Why Spending Stimulus Plans Fail,” Wall Street Journal, November 14, 

2008. 

http://www.antolin-davies.com/research/whyfederalbudgetmatters.pdf
http://www.antolin-davies.com/research/whyfederalbudgetmatters.pdf
http://www.antolin-davies.com/research/trib122912.pdf
http://www.antolin-davies.com/research/trib122912.pdf
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Is “Rational Ignorance” an Oxymoron? 
Ivan Pongracic 
 

Public Choice economics is based on the assumption that all men, including those 

acting within government institutions, are self-interested, thus limiting the ability of 

democracies to achieve outcomes reflecting majority preferences.   

 

Voters exhibit ‘rational ignorance’ and are therefore often taken advantage of by 

‘rent-seekers,’ those who receive wealth transfers through political means.   

 

Rent-seeking activity drives the political process by concentrating political benefits 

on well-organized special interest groups while dispersing the costs of transfers 

across the electorate, largely hiding them from most ordinary voters.   

 

We should account for these problems when evaluating potential effectiveness of a 

proposed political solution to some social or economic problem.   

 

 

 

Reading List 

 

Charles Rowley, “Public Choice Economics,” The Elgar Companion to Austrian 
Economics, Edward Elgar, 1994. 

 

James Buchanan, “Public Choice: The Origins and Development of a Research 
Program,” Hillsdale College Champions of Freedom, vol. 31, 2004 

 
Friedrich Hayek, “Chapter 10: Why the Worst Get on Top,” The Road to Serfdom, 

The University of Chicago Press, 1944 
 
Peter Boettke, “Hayek’s The Road to Serfdom Revisited: Government Failure in the 

Argument Against Socialism,” Calculation and Coordination, Routledge, 
2001.  

 
Peter Boettke, “Virginia Political Economy: A View From Vienna,” The Market 

Process, Edward Elgar, 1994.  
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Myths of the Minimum Wage 
Antony Davies 

 

 

This lecture explores the use of the minimum wage as a tool for reducing poverty and 

income inequality. After completing an experiment designed to give students an 

intuitive understanding of the effects of a minimum wage, students will look at how 

changes in the minimum wage over time have affected different socio-economic 

groups. 

 

 

Reading List 

Adamy, J., “If a Half-Eaten Burrito Lingers, There May Be No Busboy to Blame,” 

Wall Street Journal, January 27, 2009. 

Davies, A., 2004. The Economics and Morality of Caring for the Poor, Religion and 

Liberty, Sept/Oct 10-11. (http://www.antolin-davies.com/research/poor.pdf) 

http://www.antolin-davies.com/research/poor.pdf
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Paycheck 101: Who’s FICA? 
Bruce Rottman 
 

1. Retirement Before FICA 

 

2. Capitalism, Socialism, and Democracy, and the Start of Social Security 

a. Bismark 

 

b. FDR:  The “Pay as You Go” System 

 

 

c. The Retirement Component, and the Welfare Component 

 

3. The Problems of Social Security:  Viability 

 

 

4. The Problems of Social Security: Moral Hazard 

 

 

5. Reforming Social Security 

 

 

6. Planning for Your Future: The Miracle of Compound Interest 

 

 

 

Reading List 

 

Why Washington Can’t Fix The Budget: 

http://www1.realclearmarkets.com/2013/01/25/why_washington_can039t_

fix_the_budget_136422.html 

http://www1.realclearmarkets.com/2013/01/25/why_washington_can039t_fix_the_budget_136422.html
http://www1.realclearmarkets.com/2013/01/25/why_washington_can039t_fix_the_budget_136422.html
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The Rising Cost of College Student Loans 
Ivan Pongracic 
 

Whether to go to college is among the biggest decisions that young adults will make.  

In the past two decades the cost of college has skyrocketed while its benefits have 

declined.  Though college is still the right path for many people, it is important to 

make a financially responsible decision that weighs the benefits and costs of the 

higher education.   

 

More young people than ever are going into (sometimes heavy) student debt.  

Students should understand how a loan works as well as the long-run impact of 

being in debt.  Higher education must be thought of as a bridge to increasing one’s 

productivity in order to get a better job, enabling repayment of the loan.   

Increasing government intervention into higher education, in particular student 

loans, is the biggest driver of increasing college costs. 

 

 

Reading List 

 
Andrew Gillen, “The Surprising Reason Why Colleges Raise Tuition,” The Fiscal 

Times, April 12, 2012. 
http://www.thefiscaltimes.com/Articles/2012/04/12/The-Surprising-
Reason-Why-Colleges-Raise-Tuition.aspx#page1 

 
Andrew J. Rotherham, “Actually, College Is Very Much Worth It,” Time, May 19, 

2011. http://www.time.com/time/nation/article/0,8599,2072432,00.html 
 
Arthur M. Hauptman, “Student Loans Lead to Rising College Costs,” The National 

Center for Public Policy and Higher Education. 
http://www.highereducation.org/crosstalk/ct0598/voices0598-
hauptman.shtml 

 
Auren Young, “What's the Value of a College Education?”, The Fiscal Times, May 1, 

2012.  http://www.thefiscaltimes.com/Articles/2012/05/01/Whats-the-
Value-of-a-College-Education.aspx#page1 

 

http://www.thefiscaltimes.com/Articles/2012/04/12/The-Surprising-Reason-Why-Colleges-Raise-Tuition.aspx#page1
http://www.thefiscaltimes.com/Articles/2012/04/12/The-Surprising-Reason-Why-Colleges-Raise-Tuition.aspx#page1
http://www.time.com/time/nation/article/0,8599,2072432,00.html
http://www.highereducation.org/crosstalk/ct0598/voices0598-hauptman.shtml
http://www.highereducation.org/crosstalk/ct0598/voices0598-hauptman.shtml
http://www.thefiscaltimes.com/Articles/2012/05/01/Whats-the-Value-of-a-College-Education.aspx#page1
http://www.thefiscaltimes.com/Articles/2012/05/01/Whats-the-Value-of-a-College-Education.aspx#page1
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Dale J. Stephens, “Do You Really Have to Go to College?”, The New York Times, 
March 7, 2013.  http://thechoice.blogs.nytimes.com/2013/03/07/do-you-
really-have-to-go-to-college/ 

 
Douglas Belkin And Melissa Korn, “Colleges' Latest Offer: Deals - Liberal-Arts 

Schools Dangle Bargains in Response to Concern Over Cost, Value,” Wall 
Street Journal, March 12, 2013. 
http://online.wsj.com/article/SB100014241278873245394045783431321323
75670.html?mod=ITP_pageone_1 

 

Erika Andersen, “Do You Really Need To Go To College?”, Forbes, August 6, 2012. 
http://www.forbes.com/sites/erikaandersen/2012/08/06/do-you-really-
need-to-go-to-college/ 

 
Is College Worth It? College Presidents, Public Assess, Value, Quality and Mission of 

Higher Education,” Pew Research Social and Demographic Trends, May 15, 
2011. http://www.pewsocialtrends.org/2011/05/15/is-college-worth-it/ 

 
 James Engell, “The Value of a Good Liberal Arts Education,” Harvard University 

Admissions, 
http://www.admissions.college.harvard.edu/about/learning/liberal_arts.htm
l 

 
Jasmine Evans, “The Rising Cost of Tuition Surpasses the Rate of Inflation,” Diverse: 

Issues in Higher Education, February 11, 2013. 
http://diverseeducation.com/article/51243/# 

 
Jeanine Skowronski, “10 Ways to Avoid College Debt”, Main St., June 29, 2012. 

http://www.mainstreet.com/article/moneyinvesting/education-planning/10-
simple-ways-avoid-college-debt?page=3 

 
Jeffrey J. Selingo, ”The Diploma's Vanishing Value,” Wall Street Journal, April 27, 

2013 
http://online.wsj.com/article/SB100014241278873248742045784409012164
78088.html?KEYWORDS=diploma%27s+vanishing+value 

 
Jeffrey J. Selingo, College (Un)Bound: The Future of Higher Education and What It 

Means for Students, New Harvest, 2013. 
 
Joseph Epstein, “Who Killed the Liberal Arts? And Why We Should Care,” The 

Weekly Standard, Sep 17, 2012.  
http://www.weeklystandard.com/articles/who-killed-liberal-
arts_652007.html?page=3 

http://thechoice.blogs.nytimes.com/2013/03/07/do-you-really-have-to-go-to-college/
http://thechoice.blogs.nytimes.com/2013/03/07/do-you-really-have-to-go-to-college/
http://online.wsj.com/article/SB10001424127887324539404578343132132375670.html?mod=ITP_pageone_1
http://online.wsj.com/article/SB10001424127887324539404578343132132375670.html?mod=ITP_pageone_1
http://www.forbes.com/sites/erikaandersen/2012/08/06/do-you-really-need-to-go-to-college/
http://www.forbes.com/sites/erikaandersen/2012/08/06/do-you-really-need-to-go-to-college/
http://www.pewsocialtrends.org/2011/05/15/is-college-worth-it/
http://www.admissions.college.harvard.edu/about/learning/liberal_arts.html
http://www.admissions.college.harvard.edu/about/learning/liberal_arts.html
http://diverseeducation.com/article/51243/
http://www.mainstreet.com/article/moneyinvesting/education-planning/10-simple-ways-avoid-college-debt?page=3
http://www.mainstreet.com/article/moneyinvesting/education-planning/10-simple-ways-avoid-college-debt?page=3
http://online.wsj.com/article/SB10001424127887324874204578440901216478088.html?KEYWORDS=diploma%27s+vanishing+value
http://online.wsj.com/article/SB10001424127887324874204578440901216478088.html?KEYWORDS=diploma%27s+vanishing+value
http://www.weeklystandard.com/articles/who-killed-liberal-arts_652007.html?page=3
http://www.weeklystandard.com/articles/who-killed-liberal-arts_652007.html?page=3
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Josh Mitchell, “Federal Student Lending Swells,” Wall Street Journal, November 23, 

2012. 
 
Matthew Dolan, “Teaching the ABCs of College Costs,” Wall Street Journal, October 

20, 2012. 
 
Michael Ungar, “Why Young People Shouldn’t Go to College (At Least Right Away)” 

Psychology Today, March 6, 2011. 
http://www.psychologytoday.com/blog/nurturing-resilience/201103/why-
young-people-shouldn-t-go-college-least-right-away 

 
Neil Shah, “Young Adults Retreat From Piling Up Debt,” Wall Street Journal, March 

5, 2013. 
http://online.wsj.com/article/SB100014241278873232937045783347618231
50672.html?mod=ITP_pageone_0 

 
Richard Vedder and Matthew Denhart, “Why Does College Cost So Much?”, 

CNN.com, December 2, 2011.  
http://www.cnn.com/2011/12/02/opinion/vedder-college-costs/ 

 
Richard Vedder, “The 12 Reasons College Costs Keep Rising,” Minding the Campus – 

Reforming Our Universities, June 17, 2012. 
http://www.mindingthecampus.com/originals/2012/06/the_12_reasons_col
lege_costs_keep_rising.html 

 
Ruth Simon and Michael Corkery, “Push to Gauge Bang for Buck from College Gains 

Steam,” Wall Street Journal, February 12, 2013. 
 
Scott Thurm, “Who Can Still Afford State U?”, Wall Street Journal, December 15, 

2012. 
 
William J. Bennett & David Wilezol, Is College Worth It?: A Former United States 

Secretary of Education and a Liberal Arts Graduate Expose the Broken 

Promise of Higher Education, Thomas Nelson, 2013.   

 
William Casement, Making College Right: Heretical Thoughts & Practical 

Proposals, National Association of Scholars, 2012. 

http://www.psychologytoday.com/blog/nurturing-resilience/201103/why-young-people-shouldn-t-go-college-least-right-away
http://www.psychologytoday.com/blog/nurturing-resilience/201103/why-young-people-shouldn-t-go-college-least-right-away
http://online.wsj.com/article/SB10001424127887323293704578334761823150672.html?mod=ITP_pageone_0
http://online.wsj.com/article/SB10001424127887323293704578334761823150672.html?mod=ITP_pageone_0
http://www.cnn.com/2011/12/02/opinion/vedder-college-costs/
http://www.mindingthecampus.com/originals/2012/06/the_12_reasons_college_costs_keep_rising.html
http://www.mindingthecampus.com/originals/2012/06/the_12_reasons_college_costs_keep_rising.html
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How to Make a Difference in the World 

James Harrigan 

 

How can you make a difference in the world? The answers may surprise you. We will 

look at a number of avenues open to you as you make your way, considering what it 

means to “make a difference” as we go.  The nature of social change and politics will 

be addressed, and some surprising lives will be presented as both positive and 

negative role models. 

 

 

 

Reading List 

Aristotle, The Politics 
 
Karl Marx, Theses on Feuerbach 
 
Martin Luther King, “Letter from a Birmingham City Jail” 
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STUDENT DIRECTORY 
 

Salutation First Name Last Name City State/Province 

Mr. Roderick Ademu John Douglasville GA 

Mr. Carlton Anker Carmel IN 

Mr. Juan Arias Charlotte NC 

Miss Catherine Baker Gaithersburg MD 

Mr. Jonathan Barrientos Biloxi MS 

Mr. Caleb Bartlett Marietta GA 

Mr. Julian Beaty Fort Lauderdale FL 

Mr. Tyler Belyeu Umatilla FL 

Mr. Keanu Biedrzycki Powder Springs GA 

Mr. Elijah Billot chicago IL 

Miss Tiananmen Campbell Raleigh NC 

Mr. Maximilian Campbell Raleigh NC 

Miss Samantha Chiarello Holmdel NJ 

Miss Sierra Cole Kalamazoo MI 

Mr. Max Cuppett Salisbury MD 

Miss Gabrielle Cuppett Salisbury MD 

Miss Savannah Edgens Bradenton FL 

Mr. Brice Ellington Roswell GA 
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A  
Aggregate: a gathering or summing of data for all members of a society or group.  

Allocation Problem: determining how to distribute a fixed amount of resources to a given 

number of activities in order to achieve the most effective or productive results.  

Antitrust Law: the government’s policy for dealing with monopoly. Stated purpose is to protect 

competition and promote trade.  

Arbitrage: the practice of taking advantage of a price difference between two or more markets 

by buying a good at a low price in one market and selling it a higher price in another market.  

Arbitrage Profit: the profit gained from taking advantage of a price difference between two or 

more markets by buying a good at a low price in one market and selling it a higher price in 

another market.  

Axiom of Human Action: is purposeful behavior by humans over economic (scarce) goods. To 

satisfy our wants and desires, we act. However, not all goals or wants can be satisfied at once. 

This is due to Scarcity.  

B  
Barrier to Entry: obstacles that make it difficult or costly for new firms to enter into a 

particular market.  

C  
Capitalism: an economic system in which the means of production are privately owned and 

operated for profit.  

Cartel: an agreement between two or more firms in the same industry to fix prices high or to 

restrict output in an effort to increase profits by reducing competition. Members of cartels face a 

strong incentive to break the agreement by lowering prices in order to undercut other members, 

thereby gaining all the profit. They are also threatened by potential new entrants into the market 

who could undercut prices. Thus it is rare to find a stable cartel in a free-market system 

economy.  

Catallactic Competition: exchange and emulation between individuals who wish to surpass 

each other in societal standing.  

Catallactic Science: the science of exchange, a way of explaining human action and economic 

adjustments through the process of individuals exchanging their goods for goods they desire 

more.  
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Classical Economics: The dominant theory of economics from the 18th century to the 20th 

century. Classical economists, who included Adam Smith, David Ricardo, and John Stuart Mill, 

believed that the pursuit of individual self-interest produced the greatest possible economic 

benefits for society as a whole through the power of the Invisible Hand. They also believed that 

an economy is always in equilibrium or moving towards it.  

Communism: a social and political system structured around a classless society, common 

ownership of the factors of production, free access to consumption goods and the end of wage 

labor and property rights.  

Comparative Advantage: a situation in which an individual or country can produce a certain 

good at a lower opportunity cost than another individual or country.  

Competitive Advantage: some factor that gives a firm (or country or individual) an edge over 

their competitors (such as lower cost of production) allowing that firm to earn a greater profit.  

D  
Demand: the amount of a good or service that people are both willing and able to buy. Demand 

curve measures the relationship between the price of a good and the amount of it demanded. 

Usually, as the price rises, fewer people are willing and able to buy it.  

Division of Labor: the specialization of cooperative labor in specific, circumscribed tasks and 

like roles.  

E  
Economic Calculation: a criticism of central economic planning (socialism). The problem 

referred to is that of how to distribute resources rationally in an economy. The free market 

solution is the price mechanism, wherein people individually have the ability to decide how a 

good or service should be distributed based on their willingness to pay money for it. The price 

conveys embedded information about the scarcity of resources. Without the information 

provided by market prices, socialism lacks a method to rationally allocate resources.  

Economic Profit: when revenue exceeds the opportunity cost of inputs. All monetary costs are 

covered and the capital is being employed in the most effective way.  

Economies of Scale: In many industries, as output increases, the average cost of each unit 

produced falls. One reason is that overheads and other fixed costs can be spread over more units 

of output.  

Economize: making choices that minimize costs while maximizing benefits.  

Efficiency: the ability of a firm to maximize the outputs they produce from a given set of inputs.  
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Efficiency and Innovation: a firm’s ability to maximize the outputs produced for a given set 

of inputs and employ new technology, methods of production and new product ideas in order to 

remain competitive.  

Entrepreneur: Somebody who has the idea and enterprise to mix the other factors of 

production to produce something valuable. An entrepreneur must be willing to take a risk in 

pursuit of a profit.  

Entrepreneurial Error: a bad investment or misjudged decision which results in the 

temporary misallocation of goods to a less productive sector of the economy.  

Equilibrium: when supply and demand in balance such that the quantity supplied is equal to 

the quantity demanded causing the market to clear.  

Excise Tax: a tax on a good produced for sale within the country.  

Exogenous Changes: changes from outside the economic system such as technological 

improvements.  

Expected Cost: the predicted expenditures (money, time, effort, opportunity cost) of pursuing 

a certain course of action.  

Expected Return: the monetary and non-monetary benefits individuals think they will get if 

they pursue a certain course of action .  

F  
Fixed Prices: government mandated maximum (price ceilings) or minimum (price floors) price 

levels set at which a price cannot legally be charged above or below respectively.  

G  
Good: a physical object or service that has value to people and can be sold for a non-negative 

price in the marketplace.  

Government Fiat: an arbitrary order or decree made by a central government. This can 

concern economic allocation, social regulation and other issues.  

Government Intervention: government regulation of the market economy aimed at fixing or 

avoiding so called market failures.  
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H  
Hobbesian State of Nature: man enjoys absolute freedom and as a result everyone is 

constantly at war with everyone else trying to claim and defend their means of subsistence.  

Homo Economicus: the economist’s model of human behavior. In traditional classical 

economics and in neo-classical economics it was assumed that people acted in their own self-

interest.  

I  
Ignorance: the inability of any individual to know all relevant data to their economic decision 

results in a state of ignorance of some important information.  

Incentives: any factor (monetary or otherwise) that influences or motivates an individual to 

choose a particular option or course of action over the alternatives. Generally it is the expected 

benefit of choosing that option or action.  

Inelastic Demand: a situation in which the quantity demanded for a good or service is 

relatively unaffected when the price of that good or service changes. Such goods are usually 

necessities. For example a life someone will still demand a life saving drug even if the price rises 

drastically.  

Inflation: an increase in the general level of prices over time.  

Interventionism: government regulation of the market economy aimed at fixing or avoiding so 

called market failures.  

Interest Groups: an organization of individuals (not elected officials) who attempt to change 

public policy through advocacy of legislation (see Political Action Committee).  

K  
Knowledge Problem: the observation that the data required for rational economic planning 

are distributed among individual actors, and thus unavoidably exist outside the knowledge of a 

central authority. No one person holds all the relevant economic information needed to run an 

economy.  

L  
Laissez Faire System: the belief that an economy functions best without any government 

interference. A free-market system with no government regulation.  

The Law of Demand: when the price of a product or service and the amount consumers are 

willing and able to purchase are inversely related If price rises, then quantity demanded falls; if 

price falls, quantity demanded increases, all other things held constant.  
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The Law of Supply: when the price of a product or service and the amount that producers are 

willing and able to offer for sale are positively related. If price rises, then quantity supplied rises; 

if price decreases, then quantity supplied decreases.  

Lobbying: attempting to actively influence legislative decisions on behalf of special interest 

groups.  

M  
Market: A market is any place where the sellers of a particular good or service can meet with the 

buyers of that goods and service where there is a potential for a transaction to take place.  

Market failure: when the outcome of a free market is not efficient, meaning that there is 

another possible outcome where scarce resources are allocated in a way that creates greater net 

benefits .  

Market Institutions: the formal and informal mechanisms and structures of an economy that 

govern behavior within the society’s economy. Examples include property rights, trade unions 

and banking regulations.  

Market Power: When one buyer or seller in a market has the ability to exert significant 

influence over the quantity of goods and services traded or the price at which they are sold.  

Market Process: the adjustments of economic factors like price and quantity driven by the 

underlying supply and demand forces which bring the free market towards equilibrium; more 

broadly, the concatenation of all the actions of heterogeneous individuals with differential 

knowledge and different expectations about the future who pursue their projects and plans 

through exchange with one another. From the perspective of Austrian economists, a market is a 

process of discovery and dissemination of relevant information, through which we attempt to 

correct earlier ignorance; an entrepreneurial discovery of opportunities for profit.  

Market Share: the percentage or proportion of the total available market or market segment 

that is being serviced by a company. It can be expressed as a company's sales revenue (from that 

market) divided by the total sales revenue available in that market.  

Marxism: a socio-political system that intends to bring an end to class struggle and achieve the 

equality of communism by first implementing a strong socialist state.  

Mergers: When two businesses join together in order to increase efficiency and production 

capabilities.  

Methodological Individualism: people are influenced by others, but action can only be 

undertaken by individuals. Therefore, the analysis must always be centered on the individual. Be 

careful of the use of collective nouns.  
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Monopoly: when production and supply of a good or service with no close substitutes is 

controlled by one firm with the power to set the price of the good or service.  

N  
Natural Monopoly: When a monopoly occurs because it is more efficient for one firm to serve 

an entire market than for two or more firms to do so, because of the sort of economies of scale 

available in that market.  

Net Advantage/Benefit: The total benefit of an action minus the total cost of the action.  

Network Effects: The effect that one user of a good or service has on the value of that product 

to other people. When network effect is present, the value of a product or service increases as 

more people use it. The typical example is the telephone. If only one person has a telephone, it 

has no value since there is no one to call. The more people own telephones the more value they 

have because they can call more people.  

Normative Science: A field of inquiry that seeks to find the way things should be and the best 

ways to achieve those goals.  

O  
Opportunity Cost: what you have to give up getting something. The true cost of a good, service 

or action is the next best alternative that you could have had if you did not choose the first. For 

example in an economy with only two goods A and B if you choose good A the opportunity cost is 

good B.  

P  
Path Dependence: the way in which apparently insignificant events and choices can have huge 

consequences for the development of a market or an economy. The theory is that once a market 

begins on a path it is “locked in” and will continue on that path regardless if there are better 

alternatives. The QWERTY keyboard is often cited as an example of a product benefitting from 

path dependence.  

Perfect Competition Model: an economic model that attempts to explain the workings of the 

market. It assumes that there are many buyers and sellers to the extent that no single one has 

any effect on the overall market; there is perfect information so every individual makes the best 

choices for their situation; all firms create homogeneous (identical) products; there is free entry 

and exit into the market; and there is only one market price that everyone trades at. The result of 

this is that firms make only enough profit to stay in business.  

Per se Rule: an act is intrinsically illegal regardless of the surrounding circumstances. Some 

antitrust laws make certain actions illegal per se not leaving room for any defense.  
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Political Action Committees (PACs): a private group organized to support specific political 

candidates or legislation in order to advance a political agenda favorable to members of the 

committee.  

Positive Science: any field that attempts to explain how things are as opposed to how they 

should be. Economics is a positive science.  

Praxeology: a study of human choice under conditions of scarcity; the value-free science of 

human action, based on human purposefulness, methodological individualism, and the 

subjective theory of value. The science of human action. Economics is the most developed 

branch.  

Predatory Pricing: charging low prices now so you can charge much higher prices later. The 

predator charges so little that it may sustain losses over a period, in the hope that its rivals will be 

driven out of business. Clearly, this strategy makes sense only if the predatory firm is able 

eventually to establish a monopoly.  

Preferences: what a consumer wants or desires revealed by what they choose to consume.  

Prices: in ordinary use, price is the quantity of payment or compensation given by one party to 

another in return for goods or services.  

Price Collusion: agreements by firms in the same industry to set prices in order to reduce 

competition and raise profit (see cartel).  

Price Discrimination: When a firm charges different customers different prices for the same 

product in order to increase revenue.  

Price (and wage) Floor: a government imposed limit on how low a price or wage can fall. 

Minimum wage laws are an example of this. If the market equilibrium price is below the price 

floor then the artificially high price enforced by the government will create an excess supply of 

the good known as a surplus.  

Price Ceiling: a government imposed limit on the price charged for a good or service. If the 

market equilibrium price is above the price ceiling then the artificially low price enforced by the 

government will cause a shortage of the good or service.  

Price System: an economy that effects the allocation of goods and services with prices based on 

some consistent monetary or debt tokens.  

Principle of Diminishing Marginal Utility: is when the more of a good or service being 

consumed, the smaller is the marginal utility obtained by consuming one additional unit of the 

good or service, all other factors being equal.  
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Product Differentiation: a competitive advantage where a firm produces a number of 

different products in order to fill every niche market. Each similar but separate product creates 

value for the firm.  

Profit: the reward for creating value out of scarce resources. Simply put a firm’s total revenues 

minus its total costs.  

Profit Seeking Actor: an individual or group (firm/company) whose actions are aimed at 

maximizing their revenues and minimizing their costs.  

Property Rights: the legal control over the occupation and use of physical property. Well 

defined and enforceable property rights are important to a functioning economy.  

Public Debt: money or credit owed by a central (or state or local) government.  

Public Finance: the field of economics that looks at how government activity is funded and 

how those funds are administered.  

Public Interest: the common well being or general welfare of a society, not defined in 

quantitative terms but just as a notion of what is beneficial to a community as a whole.  

R  
Rational Behavior: the assumption that individuals know what makes them happy or better 

off and they will choose this over something that makes them worse off.  

Rational Choice: the assumption that individuals know what makes them happy or better off 

and they will choose this over something that makes them worse off.  

Rational Ignorance: the state of not knowing all the facts because the costs of learning exceed 

the benefits of having the knowledge.  

Relevant Market: the market in which one or more goods compete. Therefore, the relevant 

market defines whether two or more products can be considered substitute goods and whether 

they constitute a particular and separate market for competition analysis.  

Rent Control: a mandated fixed price on apartment or housing rentals acting as a price ceiling.  

Rent Seeking: attempting to seize more of the existing wealth in a society without creating any 

new value .  

Residual Claimants: the agent who receives the net income (income after deducting all costs).  

Revenue: income that a company receives from its normal business activities, usually from the 

sale of goods and services to customers.  
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Rule of Reason: the Supreme Court rule that only the actions of a firm that are unreasonably 

restraining trade or restricting competition are subject to regulation through antitrust laws.  

S  
Scarcity: the supply of a desired good, service or factor of production has a limited supply. 

Scarcity is what creates prices. If everything was unlimited no one would have to sacrifice 

anything in order to get something else.  

Search Cost: the cost of finding what you want. This involves time, energy and money invested 

into looking for what you want, comparing it to alternatives, researching the product and finding 

the best price.  

Self-Interested Actors: Individuals who seek to increase their personal satisfaction through 

their actions. This is different from selfishness where people try to increase their wealth even if it 

is at the expense of others. Compassion and charity can be explained by self-interest but not by 

selfishness.  

Selling Cost: expenses incurred in the marketing and distribution of a product.  

Shortage: there is a greater quantity demanded by consumers for a certain product than 

producers are willing to supply because the price is held artificially low by government mandated 

price ceiling.  

Socialism: an economic system in which the state controls all factors of production and there is 

heavy regulation (if not complete control) of the economy by the political authority.  

Social Welfare: the well being of a society as a whole.  

Spontaneous Order: the existence of an organized and functioning society that did not emerge 

as a result of any central planning board but through the exchange between private actors.  

Subjective: depending on an individual’s personal perspective, not the same for everyone.  

Subjective vs. Objective: subjective refers to an individual’s personal feelings and beliefs on 

an issue. In economics, this applies to what brings an individual utility or satisfaction. Objective 

on the other hand refers to information that is considered facts, anything devoid of opinion or 

bias.  

Sunk Cost: in economics and business decision-making, sunk costs are retrospective (past) 

costs that have already been incurred and cannot be recovered.  

Super Majorities: a requirement to pass a proposition requiring the consent or vote of a 

proportion greater than 50% of the individuals voting.  
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Supply: the amount of a good or service available at any particular price. The law of supply is 

that, other things remaining the same, the quantity supplied will increase as the price increases  

Surplus: when there is a greater quantity supplied by producer of a certain product than 

consumers demand because a government holds the price artificially high by mandating a price 

floor.  

T  
Technically Efficient: a firm’s ability to produce the most output possible from a given set of 

inputs.  

Trade Off: a situation that involves losing one quality or aspect of something in return for 

gaining another quality or aspect.  

Transaction Costs: The costs incurred during the process of buying or selling, on top of the 

price of whatever is changing hands. These include search costs, travel costs and costs of learning 

about a product.  

Tying Contracts: The practice of making the sale of one good to the customer conditional on 

the purchase of a second distinctive good.  

U  
Uncertainty: A state of having limited knowledge where it is impossible to exactly describe 

existing state or future outcome.  

Unintended Consequences: the unexpected results of a purposeful action. Often used in 

reference to the effects of government policies which change the incentive structure such that 

individuals act in an opposite manner than the policy intended.  

Utility: is a measure of satisfaction that the consumption of goods or services yields an 

individual.  

Utility Functions: the relationship between a quantity of goods and a consumers’ level of 

satisfaction with that quantity.  

Utility Maximizer: An individual whose actions aim at increasing his positive utility 

(satisfaction) and minimizing his disutility (unhappiness, stress, etc.) 


