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    INTRODUCTION



    One of the challenges in understanding economics, or for that matter, teaching it, is first defining it. There are all sorts of subjects and disciplines where intelligent men and women disagree over particulars, but few I can think of where the basic definition of the subject is disagreeable. I am convinced that a substantial amount of the travesty of economic teaching permeating today starts with a flawed definition that is attempting to be taught.


    Dylan Pahman defines an economy as “the cultivation of creation, through human labor, for the provision of human needs, through relationships of exchange.” This captures the essence of the great contribution from Ludwig Von Mises—that fundamentally economics is the study of “human action.” Pahman adds the anthropological necessity to how we understand human action as the basis for economics, and he specifies the area of human action that is distinctly economic—that is, relationships of exchange.


    It is my desire in this book to present basic truths of economics, and yet if economics were what we are told it is today—a series of metrics and formulas intended to optimize the distribution of scarce resources—the book would primarily be a math or science book. This book is not a math or science book, because economics is not a math or science discipline.


    Vladimir Lenin famously said that any business could be run by “anybody who can read and write and knows the first four rules of arithmetic.” His egalitarian worldview that desired everyone “doing the same work and receiving the same wages” only partially explains his tragically flawed view of what a business was and how it could succeed. Lenin’s fundamental flaw was not understanding the humanity of a business, which is to say, the innovation and creativity that drive enterprise.


    But even that can be restated more accurately this way: Lenin (and all socialist/Marxist/collectivists) failed to understand that man is created in the image of God. Business cannot be reduced to the commoditized functions of technocratic operations, because business flows from the creative spirit of mankind, and the creative spirit of mankind comes from our status as image-bearers of God. If you get this wrong, you will get everything else wrong. Lenin is case in point.


    So it is with the broad study of economics. Not only do our business endeavors in the modern context of professional pursuits stem from important truths about the human person, but so does everything that forms civilization. It has always been so. My vision for this book is not merely to address contemporary controversies in the context of human action but the entire foundation of the field—its aim, its purpose, its end.


    As you will see in the very first section of truths presented, human flourishing is the aim of my study of economics. I do not believe a secular view of markets, divorced from the dignity of mankind which flows out of creation, can lead to the kind of human flourishing for which our hearts yearn. A secular view of markets can be thought of as right-wing (Randian) or left-wing (collectivist), but both stand together in failing to put the focus on the dignity of the human person—a dignity understood best by viewing man as image bearers of God. God is the creator and innovator, and man, as His image-bearer, is to be creative and innovative. If we never studied another thing about economics but understood that, we could do far, far worse.


    I chose the topics that I did to organize these economic truths because I believe they synthesize opportunity for application with key first principles. I do not want a student of economics to consider minimum wage laws without first understanding basic principles of economics, and yet there is no point in studying the principles of economics without the ability to apply them to issues such as minimum wage laws.


    I would suggest that the vast majority of poor economic policies we have seen over the years do not come from those who disbelieved key principles, but rather those who failed to consistently apply the principles they claim to believe in to matters of application. These subjects can be messy, complicated, and lead to temptations to sway from our belief system. What I want this book to do is help solidify one’s belief system about economics and aid in that application to the messy issues of our day.


    I have tried my best to limit use of obscure or esoteric vocabulary in the book. Some expressions may seem awkward at first glance (“the knowledge problem”), but I hope they will be defined and explained in such a way that you will see the indispensability of the framework. Using that very example, it is the “knowledge problem” (how information is best seen and understood in a society) that is the basis for my view of a market economy, of a limited role of the state in such, and for basic doctrines of social organization. The verbiage is all intended to be adequate for the task of explanation and formation without becoming excessive in complexity.


    This book contains quotes from a plethora of people, and I don’t mind saying that the vast majority of them are masters. These are largely “cream of the crop” economists who have substantially informed my economic worldview, but who also have substantially informed economic policy, debate, and discussion in some cases for centuries. That said, there should be no assumption that I agree with every individual and every other thing they advocated. And there should be no assumption that each individual I quote would agree with one another on every issue. I largely avoided those whose overall net contribution to public thought I mostly disagree with (there may be one or two exceptions). But even where I agree with 60–95 percent of someone’s intellectual contributions, that leaves some areas where I may disagree. The only assurance I can offer you is that where I quote a given author, I surely agree with what I have quoted. The book’s subtitle is “250 Economic Truths” for a reason—I believe this book is made up of truthful statements about economics, and I have tried to provide truthful commentary around each statement.


    In the year this book has been written, we are somehow engaged in a great debate over basic matters of freedom and agency in our market economy. Individual responsibility’s stock is trading at a lower and lower level. Class warfare is at a high, and many on the right are joining those on the left in disdain for economic achievement. A materialistic view of poverty alleviation rules throughout the culture, one that neither alleviates poverty, nor solves for the woes of what truly ails mankind.


    I am unwilling to view the subject of taxation or the size of government as merely “econometric.” Measurements of Gross Domestic Product (GDP) may serve a data purpose in some analysis, but they are not the aim of economic study. We care about economic growth because we care for the human person, and the human person can flourish when they are free to grow and prosper. What optimizes this aim is my desire, and what impedes this aim is my enemy. If and where increased government spending impedes future economic growth, it needs to be understood and analyzed for that purpose—not as a mere data analysis.


    There are two leading trends in economics right now that must be resisted. One is the mystifying movement towards greater collectivism as a means of improving the needs of the underprivileged. It is a futile and dangerous effort, but one that can do great damage as it is embraced. The other is a sort of apathy or complacency about sound economics from those who know better. This apathy would be forgivable if economics were merely math, merely formulaic, merely academic. But it is the well-being of humanity on the line, and our recent amnesia of what the stakes are in this debate runs the risk of doing great harm to civilization.


    “The times call for courage. The times call for hard work. But if the demands are high, it is because the stakes are even higher. They are nothing less than the future of human liberty, which means the future of civilization.”


    - Henry Hazlitt


    It is far too easy to lose passion for that which has enabled our abundance and prosperity when we are so engulfed in the blessings of our abundance and prosperity. Our tasting of the tree of a market economy does not actually require us to know how the tree was planted.


    “We do not need to understand economics in order to experience the benefits of freedom of exchange and production. But we may very well need to understand economics in order to sustain and maintain the institutional framework that enables us to realize the benefits that flow from freedom of exchange and production.”


    - Peter J. Boettke


    The debate over economics today is not one that just threatens the fruit from the tree, but the tree itself. The ongoing maintenance of the framework that has allowed for such unprecedented prosperity requires a review of first principles and a reaffirmation of the applications that come from these principles. Engaging this cause intellectually is a great adventure, as Hayek said, but it also is a moral imperative.


    I hope this book will establish, review, remind, and encourage. It is not exhaustive, nor could it be if I had wanted such. Each subject invites more granularity, more detailed study, and more debate. Yet I am convinced that such study and debate will greatly benefit from these 250 economic truths.


    So will the cause of human flourishing.
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    “I wish to preach, not the doctrine of ignoble ease, but the doctrine of the strenuous life, the life of toil and effort, of labor and strife; to preach that highest form of success which comes, not to the man who desires mere easy peace, but to the man who does not shrink from danger, from hardship, or from bitter toil, and who out of these wins the splendid ultimate triumph.”


    - Theodore Roosevelt


    If I could only leave readers of this book with one message on the glory of free enterprise, it would not be about monetary policy, tax rates, supply and demand, or marginal utility. All of those things matter, and all of them, plus so much more, will be addressed throughout this book. But the main thing is this—the human flourishing that feeds the soul of mankind through earned success. In this sense, I write not merely about the system of market-based economics, or even its societal value. I write about the existential value to human beings that comes from freedom, from adversity, and from the freedom to conquer adversity.

  


  
    “Our faith in freedom does not rest on the foreseeable results in particular circumstances but on the belief that it will, on balance, release more forces for the good than for the bad.”


    - F.A Hayek


    Human flourishing is the goal in a free and virtuous society, but utopian perfection is not. In this distinction may exist the key issue separating the most ghastly of failed economic visions from the one that has unleashed the most prosperous results in world history. An acceptance of imperfectibility is vital if we are to flourish. We cannot cut off the forces of good that can permeate far and wide for the long term because we do not like the result in an isolated and narrow situation in the short term.

  


  
    “Human liberty—and not the machinery of coercion or investment, or even by science itself—is what made for a great enrichment, from 1800 to the present… Liberated people devising new technologies and institutions did an amazing job from 1800 to the present and will keep doing it. Liberty will make the enrichment worldwide. And the Enrichment will not corrupt the human soul.”


    - Deirdre McCloskey


    That the world spent many thousands of years in what would be considered “poverty conditions” (on a basic absolute basis) is indisputable. And that a consistent and profound increase in the absolute level of riches has been the story of the last two hundred years is also indisputable. The correlation here is causation—the advent of liberty, first in Western Europe and then to the shores of the colonies. In those pockets of world geography, where liberalism had been unleashed, profound enrichment followed.

  


  
    “Under capitalism the common man enjoys amenities which in ages gone by were unknown and therefore inaccessible even to the richest people. But, of course, these motorcars, television sets and refrigerators do not make a man happy. In the instant in which he acquires them, he may feel happier than he did before. But as soon as some of his wishes are satisfied, new wishes spring up. Such is human nature.”


    - Ludwig Von Mises


    The reality of human nature to which Von Mises speaks here is a primary reason to avoid materialistic foundations to defend free enterprise. The consumption of a good brings us temporal happiness; the production of a good can bring us dignifying satisfaction (as image bearers of the ultimate creator). The aim of free enterprise (and the aim of her defenders) must never be the mere temporal happiness that comes from a satisfying bite of food or intrigue that comes from use of a new technology. Rather, it is the human flourishing that freedom and our productive capacity are most qualified to bring. And human flourishing is exponentially deeper and wider than a mere sugar-high from a consumer product.

  


  
    “To the extent that the years between the end of World War II and today are a story of competing economic visions, the short version is this: Karl Marx was wrong, and Milton Friedman was right. Market-oriented reforms over the past several decades have cut severe poverty around the world by more than half. As late as 1980, more than 40% of the world’s population lived in severe poverty, according to World Bank figures. Now, that share is less than 10%. There is simply nothing else in the history of the material affairs of the world that can compare to that.”


    - Kevin Williamson


    Marx vs. Friedman (or Marx vs. Smith) is a useful framing of the subject of this book, though perhaps more simplistic than I prefer. And as a prima facie glance into the fruits on the tree of each respective school of thought, one can do worse than to look at what free enterprise has meant in reducing poverty versus the collective well-being conditions of the Communist Bloc countries. If the most rapid reduction in extreme poverty in world history is not prima facie reason to embrace market economics, I stand confused as to what our aim here is.

  


  
    “No society can surely be flourishing and happy, of which the far greater part of the members are poor and miserable.”


    - Adam Smith


    This is true both morally and economically. Man as moral agents must pursue conditions of flourishing for all. And while the utopian vision is futile on this side of glory, in a society of free exchange, incentives exist that result in conditions of flourishing and commercial satisfaction for the vast majority of the citizenry. Poverty may not be fully eradicated, but it will not be the majority condition of the society.

  


  
    “We must make the building of a free society once more an intellectual adventure, a deed of courage…. Unless we can make the philosophic foundations of a free society once more a living intellectual issue, and its implementation a task which challenges the ingenuity and imagination of our liveliest minds, the prospects of freedom are indeed dark. But if we can regain that belief in the power of ideas which was the mark of liberalism at its best, the battle is not lost.”


    - F.A. Hayek


    I can honestly say that when I first read this from Hayek decades ago, my life changed. “An intellectual adventure,” indeed. No quest can bring about more flourishing of the human spirit than to succeed in a deed of courage, and those who would engage the intellectual battle against all odds for the liberal society will certainly require courage. But ideas rooted in truth make possible human flourishing. And the tenets of freedom, voluntary exchange, individual responsibility, and the dignity of mankind created in the image of God are all rooted in truth. Ours is an intellectual and moral adventure, indeed.

  


  
    “Successful companies create value by providing products or services their customers value more highly than available alternatives. They do this while consuming fewer resources, leaving more resources available to satisfy other needs in society. Value creation involves making people’s lives better. It is contributing to prosperity in society.”


    - Charles G. Koch


    Our defense of free enterprise must always come from this sequence and explanation of objectives. The aim of value creation is serving others, because without the service of others, there is no value creation. The alignment of interests between both sides of an economic exchange and the prosperity that creates at scale is the basis for our free enterprise defense.

  


  
    “Opulent, civilized, and industrious nations, are greater consumers than poor ones, because they are infinitely greater producers.”


    - Jean-Baptiste Say


    The cause and effect here is so important. While we can’t help but envy consumption, and note the satisfaction that consumption of wants brings, we must note that great consumers are always and forever, first, great producers. The opulence, civility, and industry they enjoy comes only anecdotally from consumption, but at a far deeper level, from their capacity for production, which economically makes consumption possible and existentially brings purpose.

  


  
    “Man naturally desires, not only to be loved, but to be lovely; or to be that thing which is the natural and proper object of love. He naturally dreads, not only to be hated, but to be hateful; or to be that thing which is the natural and proper object of hatred. He desires, not only praise, but praiseworthiness; or to be that thing which, though it should be praised by nobody, is, however, the natural and proper object of praise. He dreads, not only blame, but blameworthiness; or to be that thing which, though it should be blamed by nobody, is, however, the natural and proper object of blame.”


    - Adam Smith


    What is at stake in centralized control economics is nothing less than the loveliness of man. The desires of our fallen nature are tamed to some degree (not entirely) by market forces, and our longings for love, loveliness, and reputation are enhanced and served by market forces. Our moral sentiments do not merely care for our public reputation but must be cultivated to care for what we know to be true of ourselves. A market economy most cultivates human flourishing when these sentiments are most elevated.

  


  
    “[The market] makes human relations more dignified. The system of exchange, as opposed to the more aristocratic system of owner and tenant, allows even the less privileged to address society in terms of what they have to offer, rather than what they need … abject dependence upon the benevolence of others is demoralizing. Extending the rule of the market to all helps most men avoid this fate and so allows them to function as dignified equals.”


    - Yuval Levin


    The way in which human dignity is respected by this process is hard to overstate. Market exchange equalizes the two parties in that they both have something to offer, and both have a need or want to be satisfied. The welfare state, a redistributionist accord, and the pre-enlightenment feudal system all share an inferiority to the market system in that they reframe the role of one economic actor to that of a subordinate. A market economy allows for dignity and civility.

  


  
    “When you’re in a situation where people are bringing you things constantly, your entrepreneurial skills are dulled and your whole culture becomes deadened. Your personhood is disrespected.”


    - Father Robert Sirico


    Human flourishing is simply impossible for someone who is made to be a beggar, a pure recipient of the productive activities of others. Economic policy that seeks to turn a person into an object essentially strips away human dignity and reflects disdain for the human person. A high regard for the human person wants to see material needs met but never at the expense of existential, spiritual, and emotional ones. A free and virtuous society solves for the physical, but even more so—for the anthropological.

  


  
    “In every age everybody knows that up to his own time, progressive improvement has been taking place; nobody seems to reckon on any improvement in the next generation. We cannot absolutely prove that those are in error who say society has reached a turning point—that we have seen our best days. But so said all who came before us and with just as much apparent reason…. On what principle is it that with nothing but improvement behind us, we are to expect nothing but deterioration before us?”


    - Thomas Babington Macaulay


    Those who bemoan the future conditions of despair that free enterprise are “sure” to produce—environmentally, socially, morally—boldly do so against the testimony of history and common sense.

  


  
    “A culture of the casual is a culture of people who already have achieved something and who already can prove it. It is a culture of the static and the settled, the opposite of Tocqueville’s restless Americans.”


    -Tyler Cowen


    Human flourishing never has as its aim the “casualness” of modern, consumer life. It strives for something better, and what is better in the “good life” is the restless productivity of being adventurous, of being creative, of being ambitious, of being more.
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