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PREFACE

The idea that led to this syrrasus was sparked
many years ago by Rosalie Slater and Verna Hall.
On a visit to The Foundation for Economic Educa-
tion (referred to in this syirasus as FEE) in
Irvington, they asked if FEE had a high school
economics text to help teachers present free mar-
ket ideas in the classroom. I agreed to assemble
something suitable if a teacher should inquire.
When a specific inquiry came to FEE, I discovered
that to do a satisfactory job would be a major un-
dertaking. The enthusiasm of Mrs. Peggy Bryan
Crump, herself a high school economics teacher,
spurred me on to make the effort.

Thanks are due first of all to FEE and FEE's
President, Leonard E. Read, who pressured me
from time to time to “get the sYLLABUS in the past
tense,” as he would put it. My debt to Professor
Ludwig von Mises, his many books and his sem-
inars which I attended for many years is immeasur-
able. My husband, Percy L. Greaves, Jr., the econo-
mist and an even longer-time student of Mises than
[, deserves credit for having contributed substan-
tially to my economic education through his ever-
ready, patient and careful explanations over the
years we have been together. Beth Herbener of the
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Foundation’s staff was extremely helpful in ready-
ing the final ranuscript for the printer. But tre-
mendous credit should go to my secretary, Mrs.
Virginia Clifford, who proved a veritable “miracle
worker” by deciphering successfully my many-
times revised and reworked rough drafts and trans-
forming them into clean, neat copy. Special thanks
also for Mrs. Valerie Powell’s help with the typing
and proof-reading.

This syiLasus will have been more than four
years in the making—from the time the first word
was put on paper until copies come from the print-
ers. | make no pretense at being an original think-
er, for the economic theories presented here have
had a noble ancestry. My understanding has been
derived from others—through their books, lectures
and discussions. However, it is my hope that in this
syrLaBus | have interpreted and “translated” into
simpler terms the profound economic theories set
forth by Mises and his fellow “Austrian” econo-
mists so that they may reach a new audience of
teachers and, through them, young people on
whom depend the prospects for freedom in the
future.
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1. GENERAL INTRODUCTION

This syLLabus is intended to help teachers of high
school economics explain economic principles in
the classroom. However, it contains many sugges-
tions for introducing and explaining economics to
yvounger students, as well as material to challenge
older students and even adult readers. In any case,
many ideas are included for varying the material—
by dramatizing and simplifying explanations for
yvounger students or “enriching” them for more
mature students with extracurricular readings,
papers and projects.

Any teacher embarking on the course cutlined in
this syrLasus should be fully aware that it presents
the economic theory of the free market. It begins
by defining economics and describing briefly how
the science of economics has been developed over
centuries. It discusses various thinkers and philos-
ophers who have contributed to economic under-
standing.

The theme throughout is that economics is a
study of the consequences of (1) individual choices
which depend on the ideas individuals hold and
(2} individual actions taken in the conscious at-
tempt to attain the various goals held by the indi-
viduals concemed. Current economic events be-
come intelligible only when explained on the basis
of economic laws derived from this insight into the
nature of human action. Current economic prob-
lems can be solved only after one understands how
these problems have developed—out of government
interference with the “natural” economic forces,
which evolve from the voluntary actions of indi-
viduals, whether acting alone or in conjunction and
cooperation with others.

The material in this syLLaBUS is arranged in
three Parts, each including several Units dealing
with major subject areas. Each Unit consists of (1)
descriptions of various SUGGESTED ACTIVITIES to
illustrate and dramatize the theories presented,
(2) an EXPLANATORY TEXT, (3) a list of the signifi-
cant terms used in that Unit which are defined in

the cLossary and (4) a short list of RECOMMENDED

reEaDpINGS. The alphabetized cLossary with defi-

nitions of the more important economic terms and
concepts discussed throughout the syLLABUS ap-
pears at the back of this volume.

A collection of readings— FREE MARKET ECONOMICS:
A BASIC READER--has also been compiled to ac-
company this syrLasus. This companion volume
contains 81 readings, arranged according to the 18
subject categories of the 16 Units in this volume,
as well as a copy of the same complete alphabet-
ized crossary to be found in the back of this syr-
LaBus volume. The Readings are referred to
throughout the syrrapus by their number in the
READER,

There is more than ample material for a full
year’s course in this syLLaBus. To select just what
to include, the teacher should look over the mate-
rial in advance in the light of the time available and
the interests and capabilities of the students. A
complete course might well be based on Part II
alone. Or a single Unit could be used, with various
RECOMMENDED READINGS, as a specialized or mini-
course. If time is especially short or the students
relatively slow learners, instruction could be limit-
ed, with the aid of a few of the pertinent svc-
CESTED ACTIVITIES and easier readings, to these
major points:

1. economics deals with the actions of individuals
based on their personal ideas, values and goals
(Unit 3)

2. market prices are determined by acting individ-
uals who buy or refuse to buy (Unit 6)

3. the purchases of consumers determine the size
of every businessman’s “gate” or “box office
receipts” {Unit 8)

4. money is & “trading commodity” that evolved
out of barter—describe our coins and paper
money physically and explain how to use a
bank {Unit 1)

5. use Aesop’s “The Grasshopper and the Ant” to
explain savings and the development of tools



(Unit 7) and then introduce as much economic
history as seems appropriate to show how peo-
ple have used tools over the centuries to in-
crease production (Unit 15)
In any event, to use the syLLABUS to best advan-
tage, the teacher should become thoroughly famil-
iar with it.

Several of the suceEsTED AcTiviTIES used to
illustrate and help explain economic theories in the
classroom will require time to carry out and should
be started in advance. In addition to the usual rec-
ommendations that various books be read and re-
viewed by the students, reports prepared and pa-
pers written on suitable topics, here are a few of
the suvccesTeEp activities which call for planning
if they are to be carried out in connection with the
pertinent Units:

1. Books to be read and research
done on such topics as:
a. the lives and experiences of
individual entrepreneurs, in-
dustrialists, inventors............. Units 7, 8, 11
b. the historical development of
specific business firms and
IMAUSIFIES ..ot vevereeer e Units 7, 8, 11
c. the history of inventions,
tools, machines, industrial
techniques, transportation......Unit 7
d. the history of workers, work-
ing conditions, productivity
and labor unions..........c..oc... Unit 9
e. the interdependence of pro-
ducers and consumers in a
division of labor economy .....Units 5, 12
f. the development of world

trade and trade routes............ Units 5, 12
g. the ideas and contributions of
individual economists............. Unit 13

h. the theories of a specific
“school” of economic thought

i. the governmental regulations
and controls affecting a spe-
cific industry.....cooovicnininnne Unit 14
j. the economic development of
a specific couniry or geo-
graphical'area................ Unit 15
2. Local speakers to be invited to
address the class:
a. a businessman, entrepreneur
or the official of a large cor-
POTAtON .o Units §, 14
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b. a bank official ........................Unit 10

3. Reports on projects of any stu-
dents in the class who partici-
pated in the Junior Achievement

PYOZIAINL Levveveeecereiisra s ans Unit 8
4. Request the annual reports of
large corporations..........ons Units 7, 8§, 11

5. Investrnent by the students of

fictitious “nest eggs’ on the

stock market ...ccoooooivveiin Units 7, 8, 11
6. Write letters to the editors of lo-

cal newspapers, commenting on

current events in the light of eco-

nomic principles covered in the

Classroom oo Units 14, 15
7. Order film-strip, “Understand-
ing Inflation”™.........cooeiiiiiiin, Unit 10

8. Arrange field trips to local es-
tablishments such as:

a. factories .......ovvviiiiiniiennaenn, Unit 11
b. stock exchange or broker’s of-

4 1o, TRUTT TR Units 7, 11
C. bank.......oooociiivenierree e Unit 10

9. Relating the economic principles being dealt
with in the classroom to what is going on in
the world is important. The teacher should,
therefore, bring to class from time to time for
discussion newspaper clippings which illus-
trate economic theories and the way govern-
ment interventions have affected economic
activities.

10. Have the students watch newspapers and
magazines for articles dealing with economic
matters—business, money, competition, invest-
ment, and so on. Each student may choose a
topic, with the teacher’s approval, and start
accumulating a file of clippings on that sub-
ject, for possible use later in preparing papers
or reports. One student might take “money,”
another “new businesses,” another “bank-
rupteies,” and so on. Here are a few topics on
which students could accumulate newspaper
clippings and magazine articles:

Money and banking

Large corporations

Business activities within your state, or
across state lines, that is “interstate
commerce”

New businesses

New products or inventions
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12.

Manufacturing

Advertisements which refer to economics—
for instance, Warner & Swazey has pub-
lished good ones on free enterprise and
Mobil on the reasons for the energy
shortage

Bankruptcies

Transportation routes

Foreign investments

International trade

Production in “undeveloped” areas or spe-
cific countries

Price and wage controls

Minimum wage laws

Agricultural production

Changes in land uses, such as for highways,
building construction or demolition,
zoning, and so on

Labor unions

Wages and employment

Studernits might interview local businessmen,
asking their reasons for entering a particular
business when and where they did. Why did
they decide to produce certain goods or ser-
vices and not others? What investment was
needed? What competition did they en-
counter? What government agencies, licenses
and forms were involved? Have new govern-
ment rules and regulations forced them to
make changes in their methods of operation?
Have they succeeded, at least in part, in ac-
complishing what they had hoped? If so, why?
If not, why not? Do they anticipate having to
cope with any particular problems or difficul-
ties in the future?

Arrange a field trip to a Jocal museum or his-
torical home. Then compare living conditions
of the past with those of today. Call attention
to some of the primitive and often quite in-
genious tools used, to make manual labor eas-
ier or more effective. Contrast the relative self-
sufficiency of a community or family in earlier
days with today’s widespread interdepend-
ence based on our complex and ulira-fine
specialization and division of labor. List on the
blackboard and discuss some of the activities
formerly carried out in the home or local com-
munity which are now handled by specialists
providing goods and services for a far-flung
market. See how long a list may be compiled
and discuss the reasons for such highly devel-
oped division of labor.

13.

14,

15.

16.

5

Hold “sound off” sessions from time to time.
Name a specific subject the students have
been studying, call on a student, and have him
“sound off” for two minutes. Use a stopwatch.
If another student catches the speaker in an
error he or she should raise his or her hand,
be asked for the right answer and, if correct,
given the floor to continue for another two
minutes by the stopwatch. Using a stopwatch
helps make the students eager to participate,
keeps them alert and challenged to listen for
factual misstatements.

Divide the students into two or three teams, to
compete with one another in a battle of knowl-
edge based on quick recall, along the lines of
a TV quiz show or the old “College Bowl” or
“It's Academic” program. Anyone who thinks
he knows the answer to a question should raise
his hand. Call on the first student to volunteer.
If the answer is correct, credit that team with
ten points. The team with the highest score at
the end of the period wins. This activity is
probably more appropriate for use with Unit
13 on the history of economic thought than
with any other for historical data lend them-
selves most easily to the formulation of short
factual questions.

As the course progresses and the students
complete their individual research projects,
try using the TV interview or panel discussion
format to present the results of their studies to
the class. For instance, one student might play
the part of the moderator, asking the students
questions on current economic programs such
as minimum wage laws, inflation, tariffs or
import quotas. If some students have made
special studies of the theories of leading
economists such as Adam Smith, Jean Bap-
tiste Say, Frederic Bastiat, John Stuart Mill,
Carl Menger, John Maynard Keynes, Henry
Hazlitt or Ludwig von Mises, a debate or round
table discussion might be held among several
students, each representing one of these not-
ables and arguing in the light of his doctrines.
The Congressional Comimnittee format might
be used. Student “Congressmen” would ques-
tion student “experts” on their recommenda-
tions for legislation to enact, amend or repeal
price controls, farm subsidies, welfare bene-
fits, the right to own and trade in gold, federal
spending on schools or highways and the like.

When working with high school students, keep
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in mind that they are often restless and impatient.
Shift pace from time to time. The SUGGESTED ac-
Tivizies with each Unit offer many more ideas for
varying techniques. The questions formulated in
the EXPLANATORY TEXT may be used as the basis
for discussions, oral reports, research, written pa-
pers or essay-type examinations. No class will have
time to implement all the suceESTED AcCTIVITIES
described, so pick and choose according to the in-
terests and capabilities of your students.

REFERENCES

It is impossible to keep up with the latest news
as to what books are in or out of print. However,
the majority of the books listed on the BiBLIOG-
rapry {pp. 9-H)) and among the RECOMMENDED
READINGS at the end of each Unit should be in print
and, thus, readily available from their respective
publishers, local bookstores and/or this Founda-
tion (write for our latest catalog). Consult the cur-
rent edition of Books In Print. Out-of-print titles
have been limited primarily to fairly well known
books that should be found in most sizeable li-
braries. However, the teacher might well find it
helpful to have a few books on hand as a “nucleus
library” in the classroom for easy reference. The
twelve titles marked + on the BBLIOGRAPHY are
especially pertinent and recommended for this pur-
pose.

In addition to various books and the articles in-
cluded in the BASIC READER, copies of at least one
daily newspaper and various news weeklies should
be available in the classroom. The students should
be encouraged also, to become familiar with the
following types of references.

1. Encyclopedias—The students will have occa-
sion, when working on papers and special re-

FREE MARKET ECONOMICS: A SYLLABUS

ports, to refer to the encyclopedias available in
the school library.

2. Old mail order catalogs—It would be helpful to

have on hand some of the early Sears, Roebuck
and Montgomery Ward catalogs that have been
revived and reprinted lately. These illustrate
graphically the tremendous changes which
have taken place as the result of new ideas, new
inventions, new products, and new methods of
production.

3. Biographies and histories—Teacher and librar-

fan should accumnulate biographies of econo-
mists and businessmen, as well as histories of
business firms, industries, inventions, trade
routes, methods of transportation, and so on.
Such books would be suitable not only for ref-
erence but also for assigned book reviews in
connection with Units 7, 8, 11, 12 and 15.

4. Periodicals—It would help to have the following

available for reference in the classroom library:

Barrons

Business Week

The Freeman {available since 1965, bound in
annual volumes)

U. 8. News & World Report

Wall Street Journal

Miscellaneous bank letters such as those of the
Federal Reserve Bank of Philadelphia
Federal Reserve Bank of St. Louis
First National City Bank (Monthly Economic

Letter)

Morgan Guaranty Trust Company (Survey)

~vote: On the BBLIOGRAPHY as well as on the lists of
RECOMMENDED READINGS throughout the syLLabus,
the more difficult readings are starred with asterisks.
The other titles should be intelligible to most high
school students.
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10.

11.

12.

QUESTIONS TO DETERMINE STUDENT UNDERSTANDING
Some or all may be asked at the start
of the course and then again upon its conclusion

QUESTIONS

What is “economics?”

Should individuals be allowed to own private
property? If so, why? If not, why not?

Why do people trade with one another?

Who benefits from a trade?

Does a buyer or a seller benefit more from a
transaction? Explain yvour answer,

What is the purpose of production?

Why do people want jobs?

Can it be said that production is the outcome
of the cooperation of many persons? If so, how
does their cooperation lead to production?

What are the economic consequences of com-
petition among producers? Workers? Trad-
ers? Customers?

What is an “entrepreneur?” What does he do?

How do producers in a free market learn what
goods and services to produce and how much to
produce?

What must a businessman do to make a
profit?

10.

11.

12.

ANSWERS

. The study of purposive human actions (Units

2, 16 and ¢LOSSARY).

Yes, for it enables them to better attain their
various ends (Unit 4).

To improve their respective situations (Units
4, 5 and 12).

Both parties, if they trade voluntarily and an-
ticipate the future correctly (Units 4, 5 and
12).

Comparisons are not possible for each party’s
gain depends on his/her subjective (personal)
values (Unit 3).

To provide for consumption (Units 2, 3, 4, 7, 8,
etc.).

Because for most people having a job is the
easiest way to get what they want and need to
consumme {Unit 9).

Production is the outcome of cooperation—in
the form of specialization, division of Iabor
and exchange (Units 4 and 5}.

Producers are pressured to serve consumers at
the lowest possible prices (Units 8 and 11).
Workers are encouraged to do their best and
assured that employers will pay them the mar-
ket value of their cutput (Unit 9}.

Traders are spurred to search throughout the
trading area for things consumers want and
need (Units 8, 11 and 12).

Customers are provided with freedom to
choose among varieties of goods, services,
prices, etc. (Units 6, 8, 11 and 12).

An entreprencur tries to produce things con-
sumers want, in the hope of earning profits
(Unit 8 and GLOSSARY).

Through consumer purchases, refusals to pur-
chase, their “gate” or “box office receipts”
(Unit 8).

Provide consumers with things they want and

will pay more for than it cost to produce them
(Unit 8).



13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

28.

27.

28.

Why do some businessmen suffer losses?

What does it mean when a businessman earns
a profit (or a loss) on a free market economy?

Does it help or hurt economic production for
people to save?

What is a “tool?”

What are the advantages, or disadvantages, of
using tools and machines in production?

What is “money?”

How are prices determined on a free market?

How are wages and salaries determined on a
free market?

What is “inflation?”

Who, or what, is responsible for inflation?

What is, or was, the “Industrial Revolution?”

Modern capitalism is characterized by mass
production. What does this mean?

What is the effect of high or progressive taxes
on production?

Suppose the government tries to regulate and
control buying and selling on the market?

Suppose the government compels a business-
man to sell his output at artificially low prices.
What effect will this have on supply? De-
mand?

Have you or your family bought anything in
recent weeks that came [rom another state or
country? If so, why did you buy it?

FREE MARKET ECONOMICS: A SYLLABUS

13.

14.

15.

16.

17.

18.

19.

20.

21

22.

24.

26.

27,

They fail to satisfy consumers, or fail to keep
their costs below what consumers will pay
(Unit 8).

Success (or failure) in serving consumers
{Unit 8).
Saving helps production, for the tools and

machines which make more production easier
and quicker depend on savings (Unit 7).

Anything that is used for a purpose (Unit 7
and GLOSSARY}.

They make it possible to increase the quantity
and improve the quality of production (Unit 7).

A very marketable commodity, a “trading
commodity” or medium of exchange {Unit 10
and GLOSSARY).

By the bidding and refusals to hid of potential
buyers and sellers {Unit 6).

By the bidding and refusals to bid of potential
employers and employees (Unit 9).

An increase in the quantity of money (Unit 10
and GLOSSARY).

Anyone who may increase the quantity of the
“trading commodity”—under present condi-
tions, governments and banks that are priv-
ileged to issue banknotes and/or expand
credit are responsible for inflation (Unit 10
and GLOSSARY).

Any significant shift in industrial methods is
an “industrial revolution.” However this term
is frequently applied specifically to the 18th-
19th century change-over from manual labor
to steamn power and small-scale to mass pro-
duction methods (Units 7, 9, 15 and cLOSSARY ).

Production on a large scale for many custom-
ers (Units 11, 15 and cLosSARY).

Reduced production and increased costs

{Unit 14).
It hampers production and violates consumer
sovereignty (Units 11 and 14).

Shortages will develop on the market, for de-
mand will rise but production will decline
(Unit 14},

If imports were voluntarily purchased, the
purchaser must have thought they were the
best things then available for the money (Unit
12).
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29. How do you define a free market? Human
rights? Property rights? Capitalism? Compe-
tition? Laissez faire®? Communism? Social-
ism?

30. What economic system is most productive?
Why?

29. See GLOSssARY definitions.

30. A free market economy—because competition
among producers to serve consumers assures
the greatest amount of production at lowest
possible prices.
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1944; New Rochelle, N. Y.: Arlington House, 1969
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2. WHAT IS ECONOMICS?

SUGGESTED ACTIVITIES

1. The teacher might start the first class by ask-
ing the students to answer some or all of the ques-
tions appearing on pp. 7-9. Make it clear that this
is not a test of any kind. The teacher may hold
on to the papers and be guided by them in deciding
what to emphasize. At the end of the course, ask
the same questions over agam, and then compare
and discuss with the students their two sets of
answers.

2. Each student might talk with at least two
adult friends, relatives or neighbors who studied
economics in school. Ask what they remember
about the subject. Has their study of economics
proved helpful? Student reports on their surveys
could be another ndication of what deserves spe-
cial attention in this course.

3. This first Unit deals with very deep philo-
sophical concepts which may be difficult for aver-
age high school students to grasp. Thus, the teach-
er may choose to deal only briefly with this Unit.
Point out simply that economics is the study of how
every individual, every single one of us, tries to
use the resources available to him to satisfy as best
he can at any moment as many of his various
wants, material and non-material, as possible. Re-
fer to the several readings relative to this Unit fo
discuss the general subject matter and method of
econoIics.

4. Exceptional students may be interested in ex-
ploring more deeply the fundamental philosophical
concepts introduced here. They should be encour-
aged to study the additional readings recom-
mended. Have them consult the cLossary and also
regular dictionaries and encyclopedias for defini-
tions of such terms as “axiom,” “postulate,” “the-

ory,” “induction,” “deduction,” “a priori” and “a
posteriort.”
NOTE: Mises Made Easier: A Glossary for Ludwig von

Misess HUMAN ACTION, prepared by Percy L.
Greaves, Jr. (Dobbs Ferry, New York 10522: Free
Market Books, 1974} should be especially helpful in
explaining these theoretical terms.
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Some students may have encountered these con-
cepts in other classes, geometry for instance. Let
them ponder the six a priori postulates cited in this
Unit, pp. 13-14. Are they really self-evident con-
cepts, concepts each of us understands simply be-
cause we are human beings, living, breathing and
acting in accordance with our inherent nature? Or
must they be learned through observation, experi-
ence, study? Contrast a priori knowledge with a
posteriori lnowledge, ie., knowledge acquired
through observation, experience and learning. Can
the students formulate other postulates that might
be considered a priori? Discuss some of the the-
ories that may be deduced from basic a priori as-
sumptions.

EXPLANATORY TEXT

This first Unit deals with very deep philosophical
concepts. After reviewing them as they are pre-
sented here, the teacher may choose not to deal
with this Unit at length in the classroom. Read the
text that follows and let your judgment be your
guide.

1. What is the relationship of economics to other
fields of knowledge? In order to simplify the learn-
ing process, knowledge is subdivided into “disci-
plines” or subjects, each of which may then be
studied separately. Yet each of these subjects is
really a part of knowledge as a whole. Each at-
tempts to explain some aspect of the universe and
life within it, as well as the changes that take place
over time. “Economics” is the name given to that
particular branch of knowledge which deals with
people, individuals, human bemgs, specifically
with reference to their choices, preferences and
conscious actions undertaken in the attempt to at-
tain their various goals. In brief, economics is the
study of human action, conscious, purposive hu-
man action.



12

2. How does economics differ from other studies
concerning the action of individuals® it should be
stressed that economics is the study of the con-
scious, purposive, infentional actions of individ-
uals. Economics is not the study of unconscious
(chemical and physiclogical) changes within the
body—for instance, the digestive process or the
functions of heart or lungs. This field is studied by
chemists, physiologists and doctors. Economics is
not the study of subconscious influences or of the
reasons for mental and emotional attitudes. Psy-
chologists and psychoanalysts try to explain why
people act one way and not another. Physical and
chemical actions and reactions, as well as mental
and emotional attitudes, certainly do influence in-
dividuals and thus their ideas and actions. Econo-
mists recognize this, to be sure. However, the field
of economics is limited to studying only the con-
scious, purposive, infentional actions individuals
take in the attempt to accomplish the various goals
they want.

Historians also deal with the actions of individ-
vals. However, history reports and interprets the
past actions of individuals as specific, particular,
unique events, in a certain historical setting at a
definite point in time. Fconomics, on the other
hand, describes and interprets human actions from
the point of view of the characteristic all such ac-
tions have in common—their purposiveness, the
fact that they are undertaken by human beings
who are consciously trying to attain some defiite
end or goal. By explaining the consequences of the
purposive actions men take, economists help peo-
ple choose those actions most likely to have the re-
sults desired and so enable them to plan more suc-
cessfully for the future.

3. What is the “‘economic point of view’? FEco-
nomics deals with the actions of individuals acting
alone, as well as when many individuals act to-
gether, in cooperation or in competition with one
another. It is the purposiveness of an action that
makes it an economic action. Thus, the “economic
point of view” is the consideration of actions from
the point of view that they are consciously, pur-
posively and intentionally aimed at goals.

Even though Robinson Crusoe was completely
alone on an island, he acted “economically,” for he
acted consciously, purposively and intentionally to
attain various goals. Crusoe couldn’t satisfy all of
his various wants at once, of course. He had to seek
them as best he could, one by one, each according
to its relative urgency to him under the circum-
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stances. He was continually having to reassess his
situation, cope with some new complication and
take care of the most urgent problem at any mo-
ment, before setting out to accomplish anything
else. Throughout his entire adventure on the
island, Crusoe strove consciously, purposively to
attain various goals. Thus, he was “economically”
motivated, just like every other human being. It
is the purposiveness of any action that makes it
“economic.”

4. How does economics help {o explain complex
economic phenomend® The actions and choices of
a Robinson Crusoe are relatively simple to under-
stand and explain. Yet most actions involve many
persons. Situations become more complicated
when large numbers of individuals are involved so
that their actions inevitably intertwine and influ-
ence one another.

The varicus actions of individuals become inter-
connected and interrelated with one another
through the market. Even when individuals act in-
dependently, they make decisions in the light of
what others are doing. Everyone's ideas, choices
and actions are influenced by the actions of others,
and his actions in turn, impinge upon (affect)
everyone else. The more people involved, the more
complex and intricate become the consequences of
their actions. In a large populous area, such as the
United States where many people live and work
together, the effects of any economic activity be-
come widespread and inextricably intertwined.
Thus, the worldwide network of mterconnecting
actions is extremely complicated.

It is the task of economists to unravel complex
economic phenomena and show how they evolved
out of countless human actions. Economists try to
trace economic consequences back to the economic
unit, i.e., back to the individual actor and his in-
dividual actions. This approach to economics is
called the “micro-economic” approach. interpret-
ing complex interrelationships in this way calls for
serious study and careful analysis. However, this
method is the only way to understand how eco-
nomic phenomena come about, what actions lead
to what consequences and what practices and pol-
icies will be best to follow in the future.

5. How does this “‘micro-economic” approach
contrast with “macro-economics? Nowadays
when most people talk about economics, they think
of monetary statistics, figures on total production,
averages, prices and so on. To obtain these data,
they seek information on the guantities of physical



2. WHAT IS ECONOMICS?

goods and services produced and consumed in a
community, total the dollar prices asked for these
goods on the market and paid for the services
rendered, etc. They call these statistical studies
“macro-economics.”

All economic statistics of this type are based on
past actions. They are historical data. They relate
to specific economic events of the past at certain
times and places, but they do not explain how they
came about. To understand what economic statis-
tics represent, they must be interpreted in the light
of micro-economics. They must be explained in
terms of the economic units from which they de-
rive, i.e., the individual actions of individual actors.
They must be explained as the outcomes of the
ideas, choices and conscious actions of many in-
dividuals. Just as physical scientists must study the
chemicals, cells and organs in the human body to
explain how it functions, so must economists study
the micro units of which macro-economic data are
composed to understand how the economy oper-
ates. Only by showing how the individual actions
of many persons are interconnected and lead in
time to elaborate interpersonal relationships on the
market is it possible to make complex economic
phenomena intelligible.

6. How do people know things? Before deal-
ing more specifically with the discipline of eco-
nomics, it might be well to spend some time dis-
cussing the origin of any knowledge. For centuries,
philosophers have debated and pondered where
knowledge comes from. How do we know any-
thing? How can we be sure that something is
really true? After serious consideration, thinkers
have come to the conclusion that basically there
are two kinds of knowledge—a priori and «a
posteriori.

A priovi Knowledge

A priori kuowledge or understanding is self-
evident in nature. It is what people know “nat-
urally,” without even having to try to learn. It is
the type of knowledge or understanding which pre-
cedes the learning experience. In other words, a
priori knowledge is what individuals know almost
instinctively, without having to experience or fig-
ure it out for themselves.

A priori knowledge helps us improve our antic-
ipation of the things people are likely to do. We
may use a priori concepts just sitting in an arm-
chair and thinking logically to develop more com-
plex ideas and theoretical knowledge. Using rea-
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son and logic in this way to derive (deduce) the-
ories from self-evident a priori axioms, definitions,
propositions is called “deduction.” Deduction
might be called the “armchair method” of ac-
guiring knowledge.

A posteriori Knowledge

A posteriori knowledge is knowledge derived
from observation, experience, study of the past and
controlled experiments as in the laboratory. This
is also called empirical knowledge. A posteriori or
empirical knowledge is something we learn. We
are not born with this kind of knowledge. It is not
intuitive, instinctive or innate in human nature. We
may acquire a posteriori knowledge by several
methods: (a) experience or the method of trial and
error; (b) observation; {(¢) controlled experiments
such as are conducted in laboratory study; and (d)
historical study and analysis of past events. Our
interest in these inductive methods is primarily to
distinguish them from the method of economics
we shall be using in this syLLaBus—deduction, ie.,
reasoning logically, step by step, from basic a pri-
ori assumptions.

7. What are the categories of a priori knowl-
edge? A priori categories may be described as the
mental equipment by which men think, reason, in-
terpret experience and acquire knowledge. A priori
categories are necessary for people to think, rea-
son, learn, profit from experience, and take con-
scious purposive action. No person could make any
plan or accomplish anything in the absence of
these basic a priori assumptions. We may list these
fundamental categories as follows:

a. Regularity—Men expect to find order and con-
sistency in the world. An object will always re-
act in the same way, under the same conditions,
to the same stimulus. For instance, water will
always boil if placed over a hot enough flame
for long enough. Animals tend to respond in the
same way to the same influences. Individuals
also demonstrate a certain regularity in their
behavior. Our world is part of an ordered uni-
verse where actions may be taken in the reason-
able anticipation of certain definite results.
Human life and purposive action are inconceiv-
able in the absence of regularity.

b. Logic—The logic men use, the way they reason
from an accepted proposition, assumption, ax-
iom or postulate, using deduction to reach a
conclusion, is the same for all men throughout
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the world. The discipline of geometry follows
the method of logic—from axioms, via deduc-
tions or syllogisms to a theorem. Similarly,
economic reasoning is based on a priori axioms
and develops its theories deductively, step by
step. Human life and purposive action are in-
conceivable in the absence of logic.

c. Causality—One thing leads to another. Actions
have consequences. Causes have effects. Con-
versely, when something happens, we expect
that it had a cause and look for the factor re-
sponsible. This concept too is fundamental if
men are to act in anticipation of improving their
respective situations. Hurnan life and purposive
action are inconceivable in the absence of caus-
ality.

d. Time—In this world as we know it, events take
place over time. Men realize that they cannot
bring about changes all at once. It takes time
for the consequence of any event or action to
appear, even those which, like bomb explo-
sions, seem to occur almost instantaneously at
the moment of impact. Human life and purpos-
ive action are inconceivable in the absence of
time.

e. Change—This is a world of change. It seems
self-evident that conditions are always in flux.
In the absence of change, there would be no
reason for men to act and no purposive actions
for economists to explain. Human life and pur-
posive action are inconceivable in the absence
of change.

f. Value—TPeople are not neuiral with respect to
their environment. They recognize some condi-
tions which they prefer to others. They have
values, wants and goals which vary from per-
son to person, from place to place, from time to
time. When individuals are seeking to attain the
various things——material and non-material—that
they value more than the things they already
have, they are acting purposively. Thus, human
life and purposive action are inconceivable in
the absence of value.

8. Is economics based on “a priori” or “a pos-
teriori” knowledge? The subject of economics, the
science of human action, rests on a priori truths,
principles which are fundamental to the way men
act. An a priori principle must appear to be prac-
tically self-evident, so fundamental that we can-
not conceive of life in this world under other con-
ditions. In the absence of these a priori principles,
life would be a different sort of existence from that
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we now know here on earth and people would be
different kinds of creatures from what they are. In
the absence of these a priori principles, there
would be no conscious, purposive human action of
the type economists study.

~ore: The teacher should, of course, be alert to the
fact that philosophers still debate whether or not any
knowledge is truly a priori, or whether even the most
elementary understanding really develops as a result
of some experience or other. However, we can leave
this dispute to the philosophers. The primary concern
in using any word is to define it. A posteriori and a pri-
ori will be used m this syLLABUS in accordance with
the definitions set forth here.

GLOSSARY WORDS
{For definitions, see GLOSSARY, pp. 223ff.)

ACTION

AGGREGATE

A posteriori KNOWLEDGE
A priori KNOWLEDGE
DepucrioN

EconoMic coobs
EcoNnoMics

EmPmicaL. KNOWLEDGE
Free Goons

Histony

Homan AcTiON
InpucTION

M ACRO-ECONOMICS
MICRO-ECONOMICS

RECOMMENDED READINGS

More advanced materials indicated by an asterisk (%)

Articles

In the BASIC READER:
2. “Something for Nothing?” Mark C. Schinnerer
3. “The Broken Window,” Henry Hazlitt
*4. “The Individual in Society,” Ludwig von Mises

Additional titles:
“Economics,” Henry Hazlitt—in The Freeman, March
1970
“Economics: A Branch of Moral Philosophy,” Leonard
E. Read—in The Freeman, January 1972

Books

Bastiat, Frederic. Economic Harmonies {Van Nostrand,
1964; FEE, 1968)

*Greaves, Percy L., Jr. Undersianding the Dollar Crisis
{Western Islands, 1973}, Chapter 1

"Hayek, F. A. The Counter-Revolution of Science
(Free Press of Glencoe/Macmillan, 1952/1964). Part
One

*Menger, Carl. Principles of Economics {Free Press of
Glencoe/Macmillan, 1950). Chapters I and T1

*Mises, Ludwig von. Human Action (Yale, 1949/1963;
Regnery, 1966). Introduction and Chapter I
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SUGGESTED ACTIVITIES

1. To help students realize that economics is
about how-we-try-to-get-what-we-want-with-what-
we-have, ask each student to list a dozen or so
things he or she wants to do or to have in the short-
run or immediate future, the medium-run, ie.,
next week, next month, next year, or the still
longer-run of several years hence, etc. Then dis-
cuss what each goal will call for in the way of (a)
money, (b} equipment, (c) effort and (d) time.

2. Ask each student to list the various steps nec-
essary to accomplish at least one of his or her
short-, medium- or long-run goals. Explain that
everything we try to do requires (a) planning, (b}
time, (c) resources or “tools” of some kind. For in-
stance, if a student must turn in a term paper with-
in the next 24 hours, he may have to complete
family chores first, visit the local library, do some
research, assemble notes, paper, typewriter, and
then stay home, in lieu of going out with friends,
to complete the assignment on time. Another stu-
dent’s medium-run goal might be to improve his
or her skill at shooting baskets, which calls for
“tools” (a basketball and a basket), planning to
forego other activities and to arrange transporta-
tion to the gym, energy and time for daily practice.
Students seeking longer-run goals—college, a car,
or some special career—should recognize easily
that such goals take (a) planning, (b) time, and (c)
resources or “tools.” .

3. Ask each student to write down how he
would use a hypothetical {a} $100 gift and (b)
$1,000 reward for information leading to the arrest
of a jewel thief. How much would he spend and/or
save? What would he buy for himself and others?

4. Discuss how the goals and would-be pur-
chases of different students vary. Take advantage
of this opportunity to point out that there is infinite
variety among the wants of individuals, reflecting
the infinite variety that exists among individual in-
terests, ideas, goals, values, likes, dislikes, gripes,
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aptitudes, health, wealth, age, family situation,
personality, character, temperament, and so on.
No two persons will ever be aiming at the same
time, at precisely the same wants, in precisely the
same order of urgency. Nor will the same person,
at two different times in his life, value precisely
the same items in the same order of importance.

5. Most novel plots describe actions on the part
of hero or heroine undertaken in the attempt to re-
lieve some “felt uneasiness,” attain some desired
goal and/or avoid certain situations the actors con-
sider undesirable. It might be helpful to have each
student analyze—from the point of view of the
ideas discussed in this Unit (see especially para-
graphs 3, 9 and 10)—some novel read outside
school or for another class. Robinson Crusoe would
be a good book for this purpose. Ask each student
to review the plot and make a list of the values
and/or goals of a hero or heroine, arranged accord-
ing to their relative urgency in the eyes of the actor
insofar as this may be revealed in the book. Then
take at least one specific action of hero or heroine
and show how the author recognized

a. the conditions necessary for a person to act
(1) dissatisfaction with the existing situation
(2) an idea about how to improve things
(3) hope of success.

Discuss also

b. what else is needed to accomptlish a goal
(1) planning
{2) time
(3) means or resources of various kinds.

Then point out how the actor’s action was influ-
enced by

¢. outside factors such as
(1) accidents
2} changes resulting from natural causes
) the actions of others
) changes due to the passage of time
} mistakes on the part of the actor.

(
(3
(4
(5
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EXPLANATORY TEXT

This Unit deals primarily with the concept of ac-
tion and the values of individuals as motivating
factors.

1. Summarize briefly the material covered in
Unit 2. Stress the fact that economics is the study
of the peaceful means each of us uses in the at-
tempt to attain as many of our various goals in life
as possible. Refer to the crossary definition of
“Economics.” Point out also that we do not always
aim at positive goals. Considerable effort is often
spent on accomplishing what might appear to be
negative goals, ie., trying to avoid undesirable
situations. Thus some of our wants in life are only
relatively desirable, that is they are “lesser evils”
in that they are less undesirable than some other
situations we want to avoid.

Refer again to the six categories of a priori
lnowledge described in Unit 2. Each of us is able
to act and, in fact, we do act, only because the
world in which we live is an “ordered world” in
which these aprioristic, self-evident axioms are
true. The “natural order” in the universe—with re-
spect to physical phenomena and interpersonal
relations—rests on these six ¢ priori postulates. We
are able to live, breathe, think, reason, choose,
make decisions, plan and act in the attempt to im-
prove our respective situations and to accomplish
our respective goals only because these a priori
concepts are true and we have confidence they will
continue to be true indefinitely. In a world in which
these conditions did not prevail it would be impos-
sible for human beings like us to survive, or to act.
In re-examining these a priori concepts, ask what
it would mean to us and life as we know it if they
were not true:

a. Regularity: Suppose no one could count on
any regularity in the world. Suppose physical
matter did not follow certain “laws,” that no
one could ever know the likely consequences of
anything, and that it was impossible to rely on
the results of our actions or those of other per-
sons? Would we be able to act if we could not
count on the fact that the same combination of
causes, under the same conditions, would al-
ways have the same results?

b. Logic: Suppose it were not possible to reason
or think things out logically, step-by-step, to
reach conclusions? Or suppose other persons
at different times and places reasoned with a
different logic, so no two persons could ever
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agree? How could anyone then conceive of an
idea or a plan for cooperating with others that
might improve conditions? Or carry it out, if he
did?

c. Causality: Suppose events did not have conse-
quences, actions did not lead to results? How
could a person take steps to accomplish a pur-
pose?

d. Time: Suppose there were no such thing as
the passage of time, that everything took place
instantaneously? Suppose there were no inter-
val of time between the beginning and end of
an event, between start and finish? How could
anyone then think, reason, plan, act in the at-
tempt to attain various ends?

e. Change: Suppose nothing ever changed in
this world, suppose there were no movement,
no erosion, no birth, no life, no death, no action,
no opportunity to bring about changes? If noth-
ing could ever be any different, why try to do
anything?

f. Value: Suppose people were completely indif-
ferent to their surroundings? Suppose they
were like stones or other inert objects, simply
uninterested as to whether or not they were
buffeted around at the mercy of inanimate
forces—fire, currents of air, water? Suppose no
one had any preferences and thus no reason to
try to bring about changes?

9. What is the unit of economics, the building
block, so to speak, on which the science of econom-
ics i3 based® Economics, as we have seen, is the
study of purposive peaceful human actions. Thus
the units we deal with are the individual actions of
individual actors. We must start, therefore, by con-
sidering what action is, the prerequisites for action
and the factors that permit, induce and influence
individuals to act.

In studying economics, we have an advantage
over physical scientists—chemists, geologists or
astronomers, for instance, who are studying chem-
icals, rocks or the stars and planets. Physical sci-
entists can know nothing about their subject mat-
ter by insight or introspection; they must leamn
everything through experience, observation, con-
trolled experiments and research. On the other
hand, economists have an insight into their subject
—human action—even hefore they start studying.
Because they are individuals themselves, they act.
Consciously or unconsciously, therefore, they un-
derstand why individuals act. Every human being
realizes that he is acting at any instant purposively,
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consciously, intentionally, to attain the particular
end, goal or value he considers most urgent under
the specific circumstances prevailing at the time.
Thus, we have a “head start” of a sort in economics
for we are studying something we already know
something about.

3. What conditions are necessary for an individ-
ual to act® Fach of us knows that he acts because
he hopes to accomplish something. But let’s break
that statement down a bit. In the first place, when
a person acts, he is dissatisfied in some way with
his situation. Secondly, he must have an idea about
some condition he would prefer. And thirdly, he
must have hope that action on his part can help to
make things somewhat better. Thus, every action
necessarily involves three essentials—(a) dissatis-
faction or “felt uneasiness,” (b) an idea and {c)
hope.

Let the students discuss these three prerequi-
sites. Can they conceive of anyone’s taking a pur-
posive action if these three conditions did not pre-
vail? (a) Suppose, for instance, a person had no
unsatisfied want, no “felt uneasiness,” no irritation
he wanted to remove, no “evil” he wanted to avoid
or condition he wanted to change? (b) Suppose, in
spite of being dissatisfied with something in his
present circumstances he could think of no better
situation, no way to relieve the condition that made
him unhappy? (¢) Suppose, in spite of having an
unsatisfied want and an idea as to what he would
prefer, he had no hope that anything he could do
would be effective?

Everyone “naturally” tries to improve his situa-
tion as he sees it and he will always make an effort
to do so unless he considers his situation com-
pletely hopeless. To help the students realize how
strong is this drive to act in the attempt to relieve
a present “felt uneasiness,” ask them to name what
kind of obstacles it would take to prevent them
from acting. Given a dissatisfaction and an idea as
to something they would prefer, what would it take
to keep them from trying to do something about it?
For instance, physical restraint by another person,
imprisonment, weakness, inability, lack of skills,
absence of tools, funds, or means of getting them,
the conviction that any decision or action on their
part would be thwarted or its effects counteracted
before any good could come of it. Many examples
might be cited from books depicting life in prison
or concentration camps to illustrate how deter-
mined individuals may be to improve their situa-
tions as best they can—in spite of serious obstacles

—and how ingenious they often are in conceiving
of ways to do so.

4. Granted individuals act, how does this simple
fact contribute fo economic understanding? The
recognition that men act is one step in the logical
explanation of economic phenomena. In the first
place, an action necessarily means that the individ-
ual acting is not indifferent to his surroundings. He
has some dissatisfactions, some felt uneasinesses,
some preferences. He has values, ideas, likes, dis-
likes. He has hopes or expectations that his deci-
sions and actions will help to improve matters. The
very fact that an individual acts indicates that, at
the time he acts, he prefers the specific object (ma-
terial or immaterial) that he is seeking, values it
more, despises or fears it less, than any other con-
ceivable alternatives. He wants one thing more ur-
gently and promptly than anything else. He is aim-
ing first at the particular goal he considers most
important.

This analysis of the nature and purpose of an in-
dividual’s conscious actions leads logically to the
realization that every individual has values. He
likes, loves, respects, admires, wants, desires
some things or conditions more urgently than oth-
ers. Thus, consciously or unconsciously he is con-
tinually arranging and rearranging his various
wants or “lesser evils” in the order of their impor-
tance or urgency to him. He has a “scale of val-
ues,” his own personal, unique, individual scale of
values. His ideas, goals, wants, preferences, values
change from time to time. As they change he re-
vises his scale of values mentally, changes his
plans and shifts his activities so that he is always
aiming at the goal that then enjoys top billing on
his own personal scale of values.

Actions truly speak louder than words. For this
reason, econcmists analyze, and businessmen
study carefully, the actions of individuals for clues
to the things people really want.

5. What is the importance of value for the study
of economics® The study of the purposive actions
of individuals involves the concept of value directly
because a person’s subjective values furnish him
with his reason or purpose for acting. Every in-
dividual is different, unique and the ideas and val-
ues which influence him are infinite. Yet every hu-
man being brings some sort of order out of this
“chaos” of infinite alternatives by mentally arrang-
ing his various values, wants and goals on a
“scale,” in the order of their importance to him.
Thus, each person has his own personal value scale
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on which he continually values, ranks, grades and
compares in his own mind all the various alterna-
tives open to him. When individuals have contact
with one another, their values and their actions
based on their values, rub up against one another.
In this way a person’s own values and actions in-
fluence the values and actions of others and their
values and actions in turn influence him. The out-
come of this interplay of personal contacts, rela-
tionships and influences is social cooperation, ex-
change, the market economy. Modern economists
have come to recognize that the key to understand-
ing and explaining all economic pheromena—
the division of labor, wages, prices, savings, invest-
ment, money, banking, trade, and so on—is subjec-
tive value. The complex market phenomena we oh-
serve in the world today all derive from the inter-
connection and interrelationship of countless indi-
viduals seeking to express their own personal, sub-
jective values as best they can. In the following
units, the connection between complicated eco-
nomic phenomena and the personal, subjective
values and actions of the many individual partic-
ipants on the market will be developed logically,
step-by-step.

6. What is the source of personal subjective val-
ue® Value is in the minds of men. The value of
anything depends on the ideas an individual
holds concerning its usefulness (utility) to him in
some way or other. His views as to its usefulness
may, or may not, be justified. Its utility may be real
or imagined, but in any event it is a person’s ideas,
right or wrong, as to the value of something which
determine the goals he will seek and the actions he
will take.

The views people hold concemning value are
often based on actual physical properties of an ob-
ject, characteristics which may be expressed in fig-
ures and measured. But not always and seldom ex-
clusively. For instance, the efficiency of a fuel {oil,
gas, electricity or firewood) for heating purposes
affects, but does not completely determine, its
value in the minds of men. The pleasure a person
may derive from daydreaming before logs burning
on an open hearth or from the cleanliness of elec-
tric heat may add to the subjective value to him of
those fuels, irrespective of their relative efficiency
or inefficiency for heating. How about the earnings
of this year’s most popular musical groups? Are
they related to the measurable decibels of their
music or the number of songs in their repertories?
Or do they rise or fall in response to the personal
subjective valies of teen-aged fans? Can the stu-
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dents think of other examples when the “value” of
some good or service to people is obviously due to
personal, subjective ideas that have little or no
relation to physical and measurable properties?
(Viz., the original painting of the Mona Lisa, a
baseball autographed by Babe Ruth or any other
legendary sports figure, an outfit of the latest style
intended for a special occasion, a cheerful mongrel
that has become a family pet, etc.) The ideas peo-
ple have, rightly or wrongly, lead to their personal,
subjective values. These values, real or imagined,
determine an individual’s choices, decisions, pref-
erences and thus his action, or inaction, as the
case may be.

7.What is the difference between the objective
characteristics of something and its subjective val-
ue? “Subjective” contrasts with “objective” as
the impressions an object makes on a person’s
senses and thoughts contrast with the object’s
physical properties which may be measured and
stated in numbers. Objective characteristics are in-
trinsic to the object being described. Objectively
described, a crowbar is “a bar of iron or steel,
usually wedge-shaped at the point or working end
and more or less bent.” Subjectively described, a
crowbar may be “valued” by an individual as a
tool for lifting heavy loads or as an instrument
for murder. Objective values are always the same
under the same conditions. Subjective values al-
ways rest on interpretations, ideas and the pur-
poses in the mind of the individual, the subject,
making the analysis. Subjective values cannot be
meaninglully counted, added or measured. Sub-
fective values, like love, can only be compared by
the person doing the valuing and arranged by him
according to his own personal scale of values.

8. How does the study of the values and actions
of ONE individual contribute to an understanding
of the economic activities of SEVERAL or MANY
individuals?  Only the hermit, or an unwilling
“Robinson Crusoe,” plans and acts alone. Most of
us, most of the time, live in society with other peo-
ple, and must take them, their ideas and their ac-
tions into consideration when making our own
plans. Our personal value scales, choices and ac-
tions impinge in one way or another on the per-
sonal ideas, value scales, choices and actions of
others. We cooperate. We compete. We gain many
advantages from the ideas, contributions and pro-
duction of others. But sometimes we are hampered
by their activities also. We may be precluded from
accomplishing some goal we had chosen for our-
selves by the competition of others and our efforts,
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in turn, may impede them at times too. In any
event, most of us are seriously influenced by other
persons in all we think and do. By the same token,
our ideas, decisions, choices, goals and actions, in-
fluence them as well. The ideas, choices and ac-
tions of countless individuals, each of whom acts
to relieve his own felt uneasinesses as best he can,
lead to the various economic phenomena covered
in this syLLABUsS—private property, market prices,
capital accumulation, profits and losses, money,
credit and banking, competition and monopoly,
trade across national boundaries, and so on.

9. Once an individual makes a decision—on the
basis of his subjective values—to act, what does it
take to aftain his goal? A felt uneasiness, an idea
and hope must precede his decision to act. Thought
precedes action, it is true, but mere thought along
these lines is not enough. To actually accomplish
a goal calls for more. Also essential are (a) plan-
ning, (b) time, (c) resources, i.e., various means,
information, tools, labor, skills, knowledge about
the physical world, etc. Thus if an actor expects to
accomplish his purpose, these three things must be
present. Moreover, they must be present in cer-
tain relationships to one another. The steps a per-
son takes in line with his plans, the timing of his
actions and the various means he selects must be
suitable for, and compatible with, the purpose and
not such as to shut out or preclude the success of
his chosen goal.

10.Why do individuals often fail to reach their
goals? Whatever we do, everyone always aims
at success—success as each of us sees it. But many
factors can interfere. {a) Accidents can happen.
{(b) Natural phenomena may drastically alter con-
ditions. (¢) The actions of other persons can upset
our plans. (d) Many other changes may come with
the passage of time. {e¢) In addition, everyone is
fallible.

We all make mistakes at times—mistakes in
choosing goals, mistakes in selecting the means we
adopt in the hope of attaining goals, mistakes in
judging the information available to us, and so on.
As time passes, changes in conditions may hamper
our efforts or turn them to naught. Even if we do
accomplish the most urgent goal aimed at on our
scale of values, new circumstances may prevent
this from giving the satisfaction expected; we may
find we would have been better served to strive
for something else. Some goals may be mutually
exclusive, accomplishing one may prevent us from
attaining another, or even preclude our seeking
something else later which appears desirable in the

light of new events, ideas and values. Human error
and changes that come with time complicate the
situation for every one of us.

To illustrate some types of interferences, the
teacher might refer to football. Point up the sim-
ilarities between purposive actions in real life and
purposive actions on the football field. In both
cases, the “players” are likely to encounter inter-
ferences compelling them to change their plans
and perhaps even precluding their accomplishing
their aim. For instance, a football player’s break or
sprain is an (a) accident. The outcome of a play
may also be affected by (b) natural conditions—
weather, (c) the action of others—blocking and
tackling, (d) human error--fumbles, {e) changes
that come with the passage of time—team tactics
vary according to the score and the number of
minutes or seconds remaining in the game. Action
on the football field is like life in miniature, a sort
of demonstration model where the nature of the
purposive actions of individual players can be
easily analyzed.

SUMMARY

Individuals are not neutral or indifferent to their
surrounding. They prefer some things, some situa-
tions to others; they have values. Every one of usis
different, unique, with his own personal, subjective
scale of values. In view of our individual prefer-
ences and personal values, we experience dissatis-
factions, “felt uneasinesses” which we seek to re-
lieve. Each of us tries to improve his situation as
he thinks best. In the process he is always aiming
at the goal he considers most urgent at the mo-
ment. He is able to act because he lives in a world
with a certain “natural order.” At the same time,
he faces uncertzinties and interferences, which
arise with the passage of time due to accidents,
errors, natural changes and the actions of other
persons. As changes take place, he tries to adjust
to the new circumstances and still accomplish his
various goals as best he can. In the process, the
market economy develops step by step.

GLOSSARY WORDS

{For definitions, see GLOsSARY, pp. 223ff.)
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A priori KNOWLEDGE
Economics
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4. PRIVATE PROPERTY AND EXCHANGE

SUGGESTED ACTIVITIES

1. Write one or all of these quotations on the
blackboard, or distribute them on mimeographed
sheets:

a. If wishes were horses then beggars would ride.

b. Thus human economy and property have a joint
economic origin since both have, as the ulti-
mate reason for their existence, the fact that
goods exist whose available quantities are
smaller than the requirements of men. Prop-
erty, therefore, like human economy, is not an
arbitrary invention but rather the only practic-
ally possible solution of the problem that is, in
the nature of things, imposed upon us by the
disparity between requirements for, and avail-
able quantities of, all economic goods. (Carl
Menger, Principles of Economics, p. 97)

c. Property is the fruit of labor—property is de-
sirable—is a positive good in the world. That
some should be rich . . . is just encouragement
to industry and enterprise. Let not him who is
houseless pull down the house of another; but
let him work diligently and build one for him-
self, thus by example assuring that his own
shall be safe from violence when built. (Abra-
ham Lincoln. Address to the Workingmen’s As-
sociation of New York, March 21, 1864)

Discuss these three quotes with the class. It
may prove suitable to refer to them from time to
time in the course of this Unit for taken together
they describe one aspect of reality—the “economic
problem.” (a) Everyone dreams of the delights to
be realized from having more than he can ever
realistically expect to attain in view of his available
resources. (b) There is not enough of everything
in this world for everyone to have all he wants of
everything. Parents may say of a youngster who
wants to gorge on candy that “his eyes are bigger
than his stomach,” i.e., his desires are greater than
his “resources,” his limited stomach capacity. Sim-
ilarly, each of us, like the beggar who wishes for a
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horse, wants many things, aims at stars, dreams of
“castles in Spain,” but has at hand only limited
time, energy and resources. {¢) It behooves us,
therefore, to see that those who have property are
free to use, invest and enjoy it in peace for only
then can each of us be assured that he will be per-
mitted to do the same, if, as and when he ac-
quires property of his own.

9. Draw a simple diagram on the blackboard as
follows:

.-~ Wishes/“horses to ride”
’ >~ Dreams/“castles in Spain”

i e -

i The “economic problem” con-
GAPY sists of trying to reduce
| the size of this gap.

o e s

. .~ Resources at hand, inborn
~~. abilities and skills

So long as we live, act purposively, and do not re-
Jinquish all thought of trying to improve our situa-
tion, we must face this “economic problem.” That
is if we hope to attain our most urgent goals, each
of us must try to expand his own resources and im-
prove his own abilities, so as to raise the bottom
line in this simple diagram as close as possible to
the upper line, representing our respective dreams.
In this Unit, we consider how available resources
may be increased through voluntary exchanges.

3. Discussing these three quotations could lead
to an anlaysis of “property rights” and “human
rights.” If property is one resource or means need-
ed for attaining various goals, ends and values—
whether material or immaterial—do not a person’s
“human rights” actually depend on his “property
rights”? “Property rights”—i.e., the right to ac-
quire, keep safe from violence and use physical
things as one wishes—are essential for the protec-
tion of “human rights”—i.e., the right to be free,
think as one wishes, follow one’s personal religious
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beliefs, pursue philosophical and intellectual
goals and enjoy leisure time. Point out that pro-
duction calls for the use of private property and
savings. Even those persons who do not them-
selves crave many physical possessions—modern
hermits or civilization “drop-outs,” for instance—
still use and consume many things that require the
use of property others have saved and invested, for
they usually depend to a considerable extent on the
market and mass production for their basic food,
clothing, shelter and transportation. Value scales
may differ, what one wants to have, to consume
and to use may vary drastically, but everyone bene-
fits from a policy that helps to keep safe from vio-
lence the physical property belonging to them as
well as to anyone else whose production they may
some day want to use. Thus, it is only the protec-
tion of “property rights” that makes possible the
enjoyment of “human rights,”

4. Private property, its historical development
and its importance, would be a suitable topic for
term papers. The subject could be tackled at dif-
ferent levels, depending on student interests and
aptitudes. Student essays could be simple reviews
or summaries of the writings of Frederic Bastiat,
whose works most high school students should un-
derstand, and his thesis of “legal plunder” as a vio-
lation of private property rights. Or they could be
based on research into the historical and legal
basis for private property--referring to more ad-
vanced studies, such as Gottfried Dietze’s In De-
fense of Property and Ludwig von Mises™ Socinl-
ism. In either case, daily newspaper items—con-
cerning the uses of private property {to develop
mines, construct factories, build private homes, ad-
vertise merchandise for sale, etc.) and concerning
the destruction of private property through crim-
inal violence and governmental interventions, such
as progressive taxes, land reform, price/wage/rent
controls, and so on—may be cited to illustrate cur-
rent attitudes toward private property here and
abroad. To interpret daily news events in the light
of the respect, or lack of respect, accorded the
owners of private property today, see various ar-
ticles in the Basic READER, especially those rec-
ommended for use with Units 14 and 15 (Nos.
67-79).

5. Start a bulletin board exhibit to dramatize the
thesis of Henry Hazlitt’s “The Broken Window"
(Reading No. 3). Clip and post news stories abont
the destruction of private property and discuss the
consequences. Floods, fires, quakes, storms, Iand-
slides, etc., destroy tremendous amounts of prop-
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erty every year, causing severe personal suffering
and loss of wealth and production facilities. Armies
lay waste to private farms, factories and homes.
Refer to the fates of individuals affected by recent
disasters, pointing out how difficult it is for persons
to help themselves when they have lost property
and tools. When their wealth is destroyed, they
must devote tremendous effort to mere survival
and to trying to replace what they have lost. As
Mr. Hazlitt explains, productive efforts and pur-
chases are shifted—to acquire the things now need-
ed—to the detriment of the business firms that
would have been patronized otherwise. Like the
owner of “The Broken Window,” a person whose
home is destroyed transfers his business from the
tailor from whom he would have purchased a suit
if all had gone well, to the glazier and other con-
struction workers who can replace and repair the
damage.

wore: If some losses are compensated for by charity
or covered by insurance paid for in advance, this does
not invalidate the theory. A charitable contribution or
an insurance policy simply spreads the cost of a loss
over a longer period of time and among more people—
all those who contributed to the charity or bought in-
surance policies and have not been compensated for
losses. Anyone who donates to charity or buys an in-
surance policy is paying—in advance and in install-
ments—a part of the cost of repairing future broken
windows while refraining at the time from buying
tailored suits for himself. Thus the economic effect is
the same whether the cost of replacing the broken
window is paid directly or indirectly through charity or
a prior purchase of insurance—some would-be pur-
chasers of tailored suits are paying the cost of the
broken window’s repair, thus stimulating temporarily
the business of glaziers to the relative disadvantage
of the tailors.

6. Students should be encouraged to look for
illustrations of the importance of private property
in their readings for other classes-literature and
history, for example. Men denied the freedom to
use as they wish property which they have ac-
quired by moral means—so long as they do not in-
terfere with the equal rights of others——are reduced
to the status of beggars or slaves. Consider, for
instance, the experiences of Jean Valjean in Les
Miserables and Winston Smith in George Orwell’s
1984. Many other novels and incidents in history
furnish ample evidence of the importance of pri-
vate property for the well-being and freedom of
individuals, ofttimes by reverse example, as when
governments confiscate private property.



