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

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

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

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

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

https://www.facebook.com/groups/436376856432779/
http://www.facebook.com/groups/FEEAlumniNetwork/
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Free the World 
July 12-15, 2013 | Saint Louis University | Saint Louis, MO 

 
 

Friday, July 12 
 4:00 pm – 5:15 pm: Introduction to Economic Ideas – Chris Coyne 
 5:30 pm – 6:45 pm: Dinner  
 7:00 pm – 8:15 pm: Hey, What’s Your Number? – Matt Mitchell 
 
 

Saturday, July 13 
 7:00 am – 8:30 am: Breakfast  
 8:30 am – 9:45 am: Size of Government – Patrick McLaughlin 
 10:00 am – 11:15 am: Property Rights - Brennan Brown 
 11:30 am – 12:20 pm: Activity  
 12:20 pm – 2:00 pm: Lunch  
 2:00 pm – 3:15 pm: Rule of Law – Chris Coyne 
 3:30 pm – 4:45 pm:  Regulation – Patrick McLaughlin 
 5:00 pm – 6:30 pm: Dinner  
 6:30 pm – 7:45 pm:  Sound Money – Chris Coyne 
 
 

Sunday, July 14 
7:00 am – 8:30 am: Breakfast  

 8:30 am – 9:45 am: Trade - Brennan Brown 
 10:00 am – 11:15 am: Activity 
 11:30 am – 12:20 pm: Choice: The Good, The Bad, and The Public - Matt Mitchell 
 12:20 pm – 2:00 pm: Lunch  
 2:00 pm – 3:15 pm: Case Study: Regulation – Matt Mitchell 
 3:30 pm – 4:45 pm: Case Study: Free Trade– Brennan Brown 
 5:00 pm – 6:30 pm: Dinner  

6:30 pm – 7:45 pm: Faculty Q&A 
 
 
Monday, July 15 
7:00 am – 8:30 am: Breakfast  
7:00 am – 11:30 am:  Students Depart 
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PARTICIPANT GUIDELINES 
We at FEE believe that every individual should be free to live his life in any way that’s peaceful; 

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

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

GUIDELINES REASON 

1.  The dress code for the week is 

business casual, so please dress 

accordingly. 

We want to encourage you to put your best 

foot forward when making first impressions.  

The dress code will simply follow the 

professional environment we hope to create. 

2.  Please be on time for all lectures and 

activities.  In fact, try to arrive 5-10 

minutes early. 

It takes time to get settled, and arriving after a 

session has started will disrupt the speaker 

and your fellow students. 

3.  When asking questions, please wait 

to get a microphone from a staff 

member. 

We videotape our sessions and want to make 

sure that everyone can hear your brilliant 

questions! 

4.  Ask questions and engage the 

speakers, staff, and fellow seminar 

participants.  Make the seminar your 

own! 

You will get as much out of the seminar as you 

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

5.  Please make sure to check in with a 

FEE staff member before going 

anywhere outside of the sessions. 

We want to make sure that you and your 

fellow students are safe at all times! 

6.  After each session and meal, please 

take a moment to pick up your trash 

as well as trash around your seat. 

If we keep up with the trash throughout the 

seminar, we will avoid a tragedy of the 

commons later! 

7.  Remember that you are guests of 

Saint Louis University.  Please help us 

maintain our good relationship by 

respecting their policies and being 

considerate of other patrons. 

We want to continue to host seminars at SLU, 

so please help us preserve our great 

relationship with them! 

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

your assigned room and ready for bed 

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

rooms at promptly 10 p.m. 

It is important to be respectful of everyone’s 

sleep schedule! 

9. The university reserves the right to 

ask unruly guests to leave.  If this 

should happen to you, it means that 

you must also leave the FEE seminar. 

The university is ultimately responsible for 

what happens in its buildings.  As their 

partner in hosting a professional, safe 

seminar, we will abide by their rules. 
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FEE STAFF BIOGRAPHIES 

 

Chuck Grimmett 
Director of Web Media 
 
Chuck is a graduate of Hillsdale College, where he studied mathematics, economics, and 
was the photo editor of the college paper. He was a two-time intern at FEE before 
joining the staff. Chuck loves to kayak, hike, read, and cook. When not running FEE’s 
digital media, he is a paleo diet blogger and a freelance photographer. 

 

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

Richard Lorenc 
Director of Programs & Alumni Relations 
 
Richard Lorenc is the Director of Programs & Alumni Relations at the Foundation for 
Economic Education (FEE). Founded in 1946, FEE inspires, educates, and connects future 
leaders with the economic, ethical, and legal principles of a free society. He also serves as 
Senior Advisor to America’s Future Foundation, where he has expanded leadership 
development programs for young professional conservatives and libertarians to 12 cities and 
counting. 
 
Lorenc is a graduate of the Charles Koch Institute's Liberty@Work program, a professional 
development program focused on the practice of Market-Based Management®. 
Additionally, he serves on the board of directors of the Coalition to Reduce Spending, an 
advocacy group dedicated to limiting federal spending through programs such as the "Reject 
the Debt" anti-spending pledge. He is also a member of the Leadership Committee of Young 
Conservatives for the Freedom to Marry. 
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Lorenc is the former Director of Outreach of the Illinois Policy Institute, the state's free 
market think tank. Recently, he led website development for Truth in Accounting’s State 
Data Lab, a tool that empowers citizens, journalists, and legislators with information on the 
true financial conditions of the 50 states. 
 
Lorenc's writing has been published in the Wall Street Journal, New York Times, Chicago 
Tribune, Huffington Post, Daily Caller and others. He is a graduate of Emory University and 
lives in Chicago. 
 

Sara Walcott 
High School Programs Coordinator  
 
Sara is an economics graduate from Berry College where she worked as the executive 
editor of the Undergraduate Business and Economics Research Journal for two years.  In 
addition to her studies, she ran on the cross country and track team at Berry for four 
years and spent her summers at Strong Rock Camp as a counselor and Program 
Director.  She is currently planning her wedding and is getting used to life in the city. 
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FEE FACULTY BIOGRAPHIES  
 

Brennan Brown 
Program Manager for Undergraduate Education, Charles Koch Charitable 
Foundation 

 
Mr. Brennan J. Brown is the Program Manager for 
undergraduate education at the Charles Koch Charitable 
Foundation.  In this role, he is responsible for optimization of 
and innovation within the Foundation’s undergraduate 
investment portfolio.  Additionally, Mr. Brown is an adjunct 
professor of economics for Northwood University in Midland, 
Michigan.   
 
Previously, Mr. Brown served as Faculty Manager and Professor 
of Economics for Northwood University from 2004—2012.  He 
was the Economic and Education Policy Advisor to Michigan 
State Senator Nancy Cassis from 2001 – 2004.  Additionally, Mr. 

Brown spent several years with the nation’s largest, state-focused free-market think 
tank, the Mackinac Center for Public Policy.  In 2000, Mr. Brown was a candidate for 
State Senate earning endorsements from The Oakland Press, Flint Journal, Observer –
Eccentric Newspapers and Spinal Column Newsweekly.   
 
Mr. Brown has published numerous articles on economic and education-related public 
polices as well as provided testimony on pending legislation to Michigan House and 
Senate Committees and the Michigan State Board of Education on several occasions.  
Mr. Brown has been featured on WEYI TV 25—NBC’s Ask the Expert segment, National 
Radio Project’s national radio show, Making Contact and was a regular guest on the 
Michael Patrick Shiels Morning Show.  In March of 2009, Professor Brown was a 
featured speaker at the World Economic Forum in Kuala Lumpur, Malaysia and has 
taught in Montreux, Switzerland.  
` 
Mr. Brown earned a BBA degree in economics and management from Northwood 
University, MA degree in economics from the University of Detroit-Mercy and a MBA 
degree from Central Michigan University. 
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Christopher Coyne 
F.A. Harper Professor of Economics at George Mason University 

 
Christopher Coyne is the F.A. Harper Professor of 
Economics at George Mason University and the Associate 
Director of the F. A. Hayek Program for Advanced Study in 
Philosophy, Politics, and Economics at the Mercatus 
Center. He is also the Co-Editor of The Review of Austrian 
Economics, the Co-Editor of The Independent Review, and 
the Book Review Editor of Public Choice. In 2008, he was 
named the Hayek Fellow at the London School of 
Economics, and in 2010 he was a Visiting Scholar at the 
Social Philosophy & Policy Center at Bowling Green State 
University.  
 
Coyne is the author of Doing Bad by Doing Good: Why 
Humanitarian Action Fails (2013, Stanford University 
Press), After War: The Political Economy of Exporting 
Democracy (2007, Stanford University Press), Media, 

Development and Institutional Change (co-authored with Peter Leeson, 2009, Edward 
Elgar Publishing), and the editor (with Rachel Mathers) of The Handbook on the 
Political Economy of War (2011, Edward Elgar Publishing). In addition, he has authored 
numerous academic articles, book chapters, and policy studies.  
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Patrick McLaughlin 
Senior Research Fellow, Mercatus Center  
 

Patrick A. McLaughlin is a Senior Research Fellow at the 
Mercatus Center at George Mason University. His research 
focuses on regulations and the regulatory process, with additional 
interests in environmental economics, international trade, 
industrial organization, and transportation economics. He 
recently co-founded a database called RegData that quantifies 
federal regulation with Dr. Omar Al-Ubaydli, and previously co-
founded the Regulatory Report Card, a tool that evaluates the 
quality of economic analysis of regulations, with Dr. Jerry Ellig. 

Prior to joining Mercatus, Dr. McLaughlin served as a Senior Economist at the Federal 
Railroad Administration in the United States Department of Transportation.  

Dr. McLaughlin has published in the fields of law and economics, public choice, 
environmental economics, and international trade. He holds a Ph.D. in economics from 
Clemson University. 

 

Matt Mitchell 
Senior Research Fellow, Mercatus Center 

 
Matthew Mitchell is a senior research fellow at the Mercatus 
Center at George Mason University and the lead scholar on 
the Project for the Study of American Capitalism. His primary 
research interests include economic freedom and economic 
growth, public choice economics, and the economics of 
government-granted privileges to businesses. Dr. Mitchell 
received his PhD and his MA in economics from George Mason 
University. He received his BA in political science and BS in 
economics from Arizona State University.  
 
Dr. Mitchell currently serves on the Joint Advisory Board of 
Economists for the Commonwealth of Virginia where his input 

helps the state formulate its revenue expectations. He has testified before the U.S. 
Congress and his work has been featured in numerous national media outlets, including 
the New York Times, the Wall Street Journal, the Washington Post, the Washington 
Times, National Public Radio, and C-SPAN. Mitchell blogs about economics and 
economic policy at Neighborhood Effects. 

http://regdata.mercatus.org/
http://mercatus.org/reportcard
http://mercatus.org/research/study-american-capitalism
http://neighborhoodeffects.mercatus.org/
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Introduction to Economic Ideas  

Chris Coyne 

 

 What economics is and is not 

 

 

 Scarcity, Rationing, and Competition 

 

 

 The Assumptions of Economics 

o Methodological individualism 

o Purposive action 

o People consider costs/benefits 

 

 

 Economic Guideposts 

o Scarcity 

o Opportunity cost 

o Marginal analysis 

o Incentives matter 

o Information is costly 

o Value is subjective 

 

 

Pre-Reading 
 
Walter Williams, “Economics for the Citizen, Pt. 1” 
http://www.fee.org/the_freeman/detail/economics-for-the-
citizen#axzz2UK6dlAQT 
 
Walter Williams, “Economics for the Citizen, Pt. 2” 
http://www.fee.org/the_freeman/detail/economics-for-the-citizen-part-
ii#axzz2UK6dlAQT 
 
Walter Williams, “Economics for the Citizen, Pt. 3” 
http://www.fee.org/the_freeman/detail/economics-for-the-citizen-part-
iii#axzz2UK6dlAQT 
 
Walter Williams, “Economics for the Citizen, Pt 4” 

http://www.fee.org/the_freeman/detail/economics-for-the-citizen#axzz2UK6dlAQT
http://www.fee.org/the_freeman/detail/economics-for-the-citizen#axzz2UK6dlAQT
http://www.fee.org/the_freeman/detail/economics-for-the-citizen-part-ii#axzz2UK6dlAQT
http://www.fee.org/the_freeman/detail/economics-for-the-citizen-part-ii#axzz2UK6dlAQT
http://www.fee.org/the_freeman/detail/economics-for-the-citizen-part-iii#axzz2UK6dlAQT
http://www.fee.org/the_freeman/detail/economics-for-the-citizen-part-iii#axzz2UK6dlAQT
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http://www.fee.org/the_freeman/detail/economics-for-the-citizen-part-
iv#axzz2UK6dlAQT 
 

Post-Reading 

Henry Hazlitt – Economics in One Lesson 

Paul Heyne, Peter Boettke, David Prychitko, The Economic Way of Thinking 

Thomas Sowell, Basic Economics 

 

 

http://www.fee.org/the_freeman/detail/economics-for-the-citizen-part-iv#axzz2UK6dlAQT
http://www.fee.org/the_freeman/detail/economics-for-the-citizen-part-iv#axzz2UK6dlAQT
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Hey, What’s Your Number? 

Matt Mitchell 

 

This talk offers an overview of economic freedom, how it is measured and what it means 

for the fate of individuals and societies. I make the case that economic freedom is an 

important explanation for why some societies prosper and others flounder. Special 

attention is paid to the ways in which economic freedom affects everyday life.  

 

 

Reading List 

 

Carden, Art, and Joshua Hall. 2010. “Why Are Some Places Rich While Others Are Poor? 

The Institutional Necessity of Economic Freedom.” Economic Affairs 30 (1): 48–

54. 

 

Mitchell, Matthew. 2012. “Freedom: Our Most Important Asset.” We the People. 

Washington, D.C.: State Policy Network. http://wethepeoplehq.org/wp-

content/uploads/2012/02/WTP_Vol3_Episode4.pdf 

 

 

 

 

 

 

 

 

 

 

http://wethepeoplehq.org/wp-content/uploads/2012/02/WTP_Vol3_Episode4.pdf
http://wethepeoplehq.org/wp-content/uploads/2012/02/WTP_Vol3_Episode4.pdf
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Size of Government 

Patrick McLaughlin 

 

1. What is government, and how is its size measured? We will discuss the 

multiple ways in which economists conceive of government and measuring its 

size, including government expenditures and obligations, taxation, and the actual 

number and size of government agencies.  

2. Is there an optimal size of government?  We will discuss multiple topics of 

debate related to government size: whether taxes are too high or too low, 

appropriate levels of government spending and debt, and the consequences of 

having too little or too much government.  

3. Explaining the trends of government size. All metrics of the size of 

government show remarkable government expansion since the mid-20th century.  

We will explore competing theories that attempt to explain this government 

growth, which will include a brief comparison of supply-side and Keynesian 

approaches to fiscal policymaking. 

4. Public vs. private interest.  We will contrast the idea that government growth 

serves the public interest with idea that its growth in fact serves private interests.  

 

Pre-Readings 

 

Davies, Antony.  “What Are the Dangers of Too Much Debt?” Video from 

LearnLiberty.org. http://www.learnliberty.org/videos/what-are-dangers-too-

much-debt. 

 

Higgs, Robert. “Government Growth.” Library of Economics and Liberty. 

http://www.econlib.org/library/Enc/GovernmentGrowth.html.  

 

N. Gregory Mankiw, 2009. “Tax Cuts Might Accomplish What Spending Hasn’t.” New 

York Times, 

http://pirate.shu.edu/~rotthoku/Liberty/Mankiw%20on%20Taxes.pdf. 

 

Powell, Benjamin. “Public Choice: Why Politicians Don’t Cut Spending.” Video from 

LearnLiberty.org. http://www.learnliberty.org/content/public-choice-why-

politicians-dont-cut-spending.  

http://www.learnliberty.org/videos/what-are-dangers-too-much-debt
http://www.learnliberty.org/videos/what-are-dangers-too-much-debt
http://www.econlib.org/library/Enc/GovernmentGrowth.html
http://pirate.shu.edu/~rotthoku/Liberty/Mankiw%20on%20Taxes.pdf
http://www.learnliberty.org/content/public-choice-why-politicians-dont-cut-spending
http://www.learnliberty.org/content/public-choice-why-politicians-dont-cut-spending
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Stratmann, Thomas and Gabriel Okolski. “Does Government Spending Affect Economic 

Growth?” Mercatus on Policy No. 76. 

http://mercatus.org/sites/default/files/publication/MOP76_Spending%20and%

20Growth_web.pdf.  

 

Post-Readings 

 

Garrett, Thomas and Russell Rhine, 2006. “On the Size and Growth of Government.” 

Federal Reserve Bank of St. Louis Review.   

http://research.stlouisfed.org/publications/review/06/01/GarrettRhine.pdf  

 

Gwartney, James, Randall Holcombe, and Robert Lawson, 1998. “The Scope of 

Government and the Wealth of Nations.” Cato Journal.  

http://www.freetheworld.com/papers/Gwartney_Holcombe_Lawson.pdf 

 

Gwartney, James. “Supply-Side Economics.” Library of Economics and Liberty. 

http://www.econlib.org/library/Enc/SupplySideEconomics.html 

 

Higgs, Robert, 1987.  Crisis and Leviathan: Critical Episodes in the Growth of 

American Government. New York: Oxford University Press. 

 

Tullock, Gordon, Arthur Seldon, and Gordon L. Brady, 2002. “Government Failure: A 

Primer in Public Choice.” Washington, DC: Cato Institute.  

 

 

 

 

 

 

 

 

 

 

 

 

 

http://mercatus.org/sites/default/files/publication/MOP76_Spending%20and%20Growth_web.pdf
http://mercatus.org/sites/default/files/publication/MOP76_Spending%20and%20Growth_web.pdf
http://research.stlouisfed.org/publications/review/06/01/GarrettRhine.pdf
http://www.freetheworld.com/papers/Gwartney_Holcombe_Lawson.pdf
http://www.econlib.org/library/Enc/SupplySideEconomics.html
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Property Rights 

Brennan Brown 
 

 What are property rights? 

 

 Why are property rights important? 

 

 Understand the role of property rights in a free and civil society 

o How does the freedom index use property rights? 

 

o How can property rights improve an economy? 

 

o How do various government policies impact property rights? 

 

  How have property rights in the United States have evolved? 

 

o How did the founding fathers view property rights? 

 

o What major events throughout history have significantly altered property 

rights in America? 

 

 

o Are property rights stronger or weaker in the U.S. today than they were 

two hundred years ago? 
 

 

 Describe the personality, character and skills necessary for property rights to 

succeed 
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Reading List 

 

Adam Massoff & Jeffrey Tucker, “Intellectual Property Rights” 

https://www.fee.org/the_freeman/arena/intellectual-property-rights 

 

Andrew Morriss, “The Economics of Property Rights” 

http://www.fee.org/the_freeman/detail/the-economics-of-property-

rights#axzz2T6olLJwq 

 

Dwight Lee, “In the Absence of Private Property Rights” 

http://www.fee.org/the_freeman/detail/in-the-absence-of-private-property-

rights#axzz2T6olLJwq 

 

Frederic Bastiat, The Law 

http://www.fee.org/files/doclib/20121116_TheLaw.pdf 

 

Gary Pecquet, “Private Property and Government Under the Constitution” 

http://www.fee.org/the_freeman/detail/private-property-and-government-under-the-

constitution#axzz2T74MUiLx 

 

Leonarde Read, “The Essence of Americanism” 

http://www.fee.org/the_freeman/detail/the-essence-of-americanism#axzz2T74MUiLx 

 

Murray Rothbard, “Human Rights are Property Rights” 

http://www.fee.org/the_freeman/detail/human-rights-are-property-

rights#axzz2T6olLJwq 

 

“The Philosphy of Liberty:  Property” 

http://www.youtube.com/watch?v=c6J730PqBik 

https://www.fee.org/the_freeman/arena/intellectual-property-rights
http://www.fee.org/the_freeman/detail/the-economics-of-property-rights#axzz2T6olLJwq
http://www.fee.org/the_freeman/detail/the-economics-of-property-rights#axzz2T6olLJwq
http://www.fee.org/the_freeman/detail/in-the-absence-of-private-property-rights#axzz2T6olLJwq
http://www.fee.org/the_freeman/detail/in-the-absence-of-private-property-rights#axzz2T6olLJwq
http://www.fee.org/files/doclib/20121116_TheLaw.pdf
http://www.fee.org/the_freeman/detail/private-property-and-government-under-the-constitution#axzz2T74MUiLx
http://www.fee.org/the_freeman/detail/private-property-and-government-under-the-constitution#axzz2T74MUiLx
http://www.fee.org/the_freeman/detail/the-essence-of-americanism#axzz2T74MUiLx
http://www.fee.org/the_freeman/detail/human-rights-are-property-rights#axzz2T6olLJwq
http://www.fee.org/the_freeman/detail/human-rights-are-property-rights#axzz2T6olLJwq
http://www.youtube.com/watch?v=c6J730PqBik
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Rule of Law 

Chris Coyne 

 

 The reason for rules 

 

 The “Paradox of Government” 

 

 The rule of law vs. the rule of men 

 

 The importance of the rule of law 

o Freedom 

o Liberty 

o Economic development and progress 

 

 Threats to the rule of law 

 

 
Pre-Reading 
 
Walter Williams, “Rule of Law versus Legislative Orders” 
http://www.fee.org/the_freeman/detail/rule-of-law-versus-legislative-

orders#axzz2UK6dlAQT 
 
Richard Ebeling, “Free Markets, the Rule of Law, and Classical Liberalism” 
http://www.fee.org/the_freeman/detail/free-markets-the-rule-of-law-and-classical-

liberalism#axzz2UK6dlAQT 
 
James Dorn, “The Rule of Law and Freedom in Emerging Democracies: A 

Madisonian Perspective” 
http://www.fee.org/the_freeman/detail/the-rule-of-law-and-freedom-in-emerging-

democracies-a-madisonian-perspective#axzz2UK6dlAQT 

http://www.fee.org/the_freeman/detail/rule-of-law-versus-legislative-orders#axzz2UK6dlAQT
http://www.fee.org/the_freeman/detail/rule-of-law-versus-legislative-orders#axzz2UK6dlAQT
http://www.fee.org/the_freeman/detail/free-markets-the-rule-of-law-and-classical-liberalism#axzz2UK6dlAQT
http://www.fee.org/the_freeman/detail/free-markets-the-rule-of-law-and-classical-liberalism#axzz2UK6dlAQT
http://www.fee.org/the_freeman/detail/the-rule-of-law-and-freedom-in-emerging-democracies-a-madisonian-perspective#axzz2UK6dlAQT
http://www.fee.org/the_freeman/detail/the-rule-of-law-and-freedom-in-emerging-democracies-a-madisonian-perspective#axzz2UK6dlAQT
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Post-Reading 

Frederic Bastiat, The Law 

Richard Epstein, Simple Rules for a Complex World 

F.A. Hayek, The Road to Serfdom 
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Regulation 

Patrick McLaughlin 

 

1. What is regulation? We will discuss the relationship between legislation and 

regulation, and how regulations are actually made by government agencies.  We 

will also cover different types of regulations, with some specific examples.  One 

particular focus will be on design standards (command-and-control type 

regulations) versus performance standards.   

2. Trends in federal regulation. No matter how you measure it, regulations 

have been proliferating. We will explore trends using a variety of metrics 

(including data from RegData, available at http://regdata.mercatus.org.). 

3. The causes of regulation.  Various theories attempt to explain why we get the 

regulations that we get.  We will discuss the public interest theory, the capture 

theory, the economic theory of regulation, interest groups, and the incentives of 

politicians, bureaucracies, and bureaucrats (regulators) as possible explanations 

of observed regulatory trends and outcomes. 

4. The consequences of regulation. How does regulatory growth affect the 

economy? Are regulations causing increased unemployment? We will explore 

these and other economic consequences of the growth of regulation. 

5. The role of economic analysis of regulations. Does economic analysis, 

such as cost-benefit analysis, help regulators make better choices? Economists 

tend to agree on its potential, but disagree on whether the execution of economic 

analysis helps or hurts the process. 

 

Pre-Reading 

 

Dudley, Susan and Jerry Brito, 2012. “Regulation: A Primer.” Mercatus Center at 

George Mason University. Pages 11-23; 35-53. 

http://mercatus.org/sites/default/files/RegulatoryPrimer_DudleyBrito_0.pd

f. 

 

Kirzner, Israel, 1982.  “Competition, Regulation, and the Market Process; An 

“Austrian” Perspective.”  

http://www.cato.org/sites/cato.org/files/pubs/pdf/pa018.pdf 

 

Litan, Robert. “Regulation.” Library of Economics and Liberty. 

http://www.econlib.org/library/Enc/Regulation.html.  

 

http://regdata.mercatus.org/
http://mercatus.org/sites/default/files/RegulatoryPrimer_DudleyBrito_0.pdf
http://mercatus.org/sites/default/files/RegulatoryPrimer_DudleyBrito_0.pdf
http://www.cato.org/sites/cato.org/files/pubs/pdf/pa018.pdf
http://www.econlib.org/library/Enc/Regulation.html
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Roberts, Russell, 2007. “Pigs Don’t Fly: The Economic Way of Thinking About 

Politics http://econlib.org/library/Columns/y2007/Robertspolitics.html 

 

Yandle, Bruce, 1983. “Bootleggers and Baptists – the Education of a Regulatory 

Economist.” Regulation. 

http://www.cato.org/sites/cato.org/files/serials/files/regulation/1983/5/v7n

3-3.pdf. 

 

Post-Reading 

 

Dudley, Susan and Jerry Brito, 2012. “Regulation: A Primer.” Mercatus Center at 

George Mason University. 

http://mercatus.org/sites/default/files/RegulatoryPrimer_DudleyBrito_0.pd

f  

 

Ellig, Jerry and Patrick A. McLaughlin, 2012. “A New Measure of the Quality of 

Regulatory Analysis.” RegBlog. 

https://www.law.upenn.edu/blogs/regblog/2012/05/28-ellig-mclaughlin-

analysis.html 

 

Simmons, Randy, 2011. Beyond Politics (Revised and Updated Edition). The 

Independent Institute. 

 

Smith Jr., Fred L. and Braden Cox. “Airline Deregulation.” Library of Economics and 

Liberty. http://www.econlib.org/library/Enc/AirlineDeregulation.html. 

 

 

 

 

 

 

 

 

 

 

 

http://econlib.org/library/Columns/y2007/Robertspolitics.html
http://www.cato.org/sites/cato.org/files/serials/files/regulation/1983/5/v7n3-3.pdf
http://www.cato.org/sites/cato.org/files/serials/files/regulation/1983/5/v7n3-3.pdf
http://mercatus.org/sites/default/files/RegulatoryPrimer_DudleyBrito_0.pdf
http://mercatus.org/sites/default/files/RegulatoryPrimer_DudleyBrito_0.pdf
https://www.law.upenn.edu/blogs/regblog/2012/05/28-ellig-mclaughlin-analysis.html
https://www.law.upenn.edu/blogs/regblog/2012/05/28-ellig-mclaughlin-analysis.html
http://www.econlib.org/library/Enc/AirlineDeregulation.html
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Sound Money 

Chris Coyne 

 

 From subsistence production to exchange 

 

 Barter and its limits 

 

 What is money? 

 

 Why is money crucial to economic development? 

 

 What is sound money? 

 

 What are the threats to sound money? 

 

Pre-Reading 
 
Alex Salter, “The Nature and Origin of Money” 
http://www.fee.org/the_freeman/detail/the-nature-and-origin-of-

money#axzz2UK6dlAQT 
 
Sandy Ikeda, “Cavemen, Money, and Spontaneous Orders” 
http://www.fee.org/the_freeman/detail/cavemen-money-and-spontaneous-

orders#axzz2UK6dlAQT 
 
Steve Horwitz, “Free-Market Money: A Key to Peace” 
http://www.fee.org/the_freeman/detail/free-market-money-a-key-to-

peace#axzz2UK6dlAQT 
 
Howard Baetjer, “Something Besides Money Growth Causes Inflation?” 

http://www.fee.org/the_freeman/detail/the-nature-and-origin-of-money#axzz2UK6dlAQT
http://www.fee.org/the_freeman/detail/the-nature-and-origin-of-money#axzz2UK6dlAQT
http://www.fee.org/the_freeman/detail/cavemen-money-and-spontaneous-orders#axzz2UK6dlAQT
http://www.fee.org/the_freeman/detail/cavemen-money-and-spontaneous-orders#axzz2UK6dlAQT
http://www.fee.org/the_freeman/detail/free-market-money-a-key-to-peace#axzz2UK6dlAQT
http://www.fee.org/the_freeman/detail/free-market-money-a-key-to-peace#axzz2UK6dlAQT
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http://www.fee.org/the_freeman/detail/something-besides-money-growth-causes-
inflation#axzz2UK6dlAQT 

 
 
Post-Reading 
 
Murray Rothbard – What Has Government Done to Our Money? 

Murray Rothbard – The Case Against the Fed 

Ludwig von Mises - The Causes of the Economic Crisis: And Other Essays Before 

and After the Great Depression 

David Beckworth (editor) - Boom and Bust Banking: The Causes and Cures of the 

Great Recession 

Lawrence White – The Theory of Monetary Institution 

 

http://www.fee.org/the_freeman/detail/something-besides-money-growth-causes-inflation#axzz2UK6dlAQT
http://www.fee.org/the_freeman/detail/something-besides-money-growth-causes-inflation#axzz2UK6dlAQT
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Trade 

Brennan Brown 

 

 History of economic thought regarding trade (Mercantilists, Smith, Ricardo, etc) 

 
 

 Absolute vs. Comparative Advantage 

 

o Source of advantage 

 

o Babe Ruth 

 

 Results of mutually beneficial exchange 

 

o Zero-Sum Game vs. Increasing the Size of the Economic Pie 

 

o Creative Destruction 

 

 Apply the principle of Comparative Advantage to drive decisions 

 

o Tennis 

 

o Your Life 

 

 Describe the personality, character and skills necessary for trade to succeed 

 

Reading List 

 

Frédéric Bastiat, “Campaigner for Free Trade, Political Economist, and Politician in a Time 
of Revolution”  
http://www.fee.org/library/detail/frdric-bastiat-1801-50-campaigner-for-free-trade-
political-economist-and-politician-in-a-time-of-revolution#axzz2T6olLJwq 

 
Max Borders, “Dubunking the ‘Shop Small Saturday’ Rationale” 

http://www.fee.org/the_freeman/detail/debunking-the-shop-small-saturday-
rationale#axzz2T6olLJwq 

 
Russ Roberts, “Roberts on Smith, Ricardo, and Trade” 

http://www.econtalk.org/archives/2010/02/roberts_on_smit.html 

http://www.fee.org/library/detail/frdric-bastiat-1801-50-campaigner-for-free-trade-political-economist-and-politician-in-a-time-of-revolution#axzz2T6olLJwq
http://www.fee.org/library/detail/frdric-bastiat-1801-50-campaigner-for-free-trade-political-economist-and-politician-in-a-time-of-revolution#axzz2T6olLJwq
http://www.fee.org/the_freeman/detail/debunking-the-shop-small-saturday-rationale#axzz2T6olLJwq
http://www.fee.org/the_freeman/detail/debunking-the-shop-small-saturday-rationale#axzz2T6olLJwq
http://www.econtalk.org/archives/2010/02/roberts_on_smit.html
http://www.econtalk.org/archives/2010/02/roberts_on_smit.html


 

  
  P a g e  | 25 

Russ Roberts, “Treasure Island: The Power of Trade. Part I. The Seemingly Simple Story of 
Comparative Advantage” 
http://www.econlib.org/library/Columns/y2006/Robertscomparativeadvantage.ht
ml 

 
Russ Roberts, “The Choice: A Fable of Free Trade and Protectionism” 

http://www.invisibleheart.com/Iheart/Choicechaps1-3.pdf 
 

Sheldon Richman, “Free Trade:  The Great Prosperity Machine” 
http://www.fee.org/the_freeman/detail/free-trade-the-great-prosperity-
machine#axzz2T6olLJwq 

 

 

 

http://www.econlib.org/library/Columns/y2006/Robertscomparativeadvantage.html
http://www.econlib.org/library/Columns/y2006/Robertscomparativeadvantage.html
http://www.invisibleheart.com/Iheart/Choicechaps1-3.pdf
http://www.fee.org/the_freeman/detail/free-trade-the-great-prosperity-machine#axzz2T6olLJwq
http://www.fee.org/the_freeman/detail/free-trade-the-great-prosperity-machine#axzz2T6olLJwq
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Choice: The Good, The Bad, and The Public 

Matt Mitchell 
 

This talk will offer an introduction to the field of public choice, which is the economic 

study of politics. We will discuss the seminal insights of public choice research and the 

consequences of public choice in action.  

 

 

 

Reading List 

 

Butler, Eamonn. 2012. “Public Choice - A Primer”. SSRN Scholarly Paper ID 

2028989. Rochester, NY: Social Science Research Network. 

http://papers.ssrn.com/abstract=2028989 

 

http://papers.ssrn.com/abstract=2028989
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Case Study: Regulation 

Matt Mitchell 

 

This presentation will offer a look at regulations around the world, how they impact 

business and what they mean for economic freedom. The talk will focus, in particular, on 

an underappreciated aspect of regulation: the ways in which it benefits special interests 

at the expense of general interests.  

 

 

Reading List 

 

Dudley, Susan E., and Jerry Brito. 2012. Regulation: A Primer. Mercatus Center at 

George Mason University 
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Case Study: Free Trade 

Brennan Brown 
 

 What is Economic Freedom? 

 Components of the Economic Freedom of the World Index 

o Identify the high and low ranked countries  

 Why are economic freedom and trade important to prosperity? 

 Why has the United States’ ranking dropped? 

 What are the skills and character necessary for economic freedom to advance? 

 

Reading List 

 

Benjamin Rogge, “The Case for Economic Freedom” 

http://www.fee.org/the_freeman/detail/the-case-for-economic-freedom#axzz2T6olLJwq 

 

“Index of Economic Freedom”  

http://www.heritage.org/index/ 

 

James Gwartney, Robert Lawson, Joshua Hall, “The Decline in Economic Freedom”  

http://www.fee.org/the_freeman/detail/the-decline-in-economic-freedom#axzz2T6olLJwq 

 

Joshua Hall, “Economic Freedom Rises Slightly Worldwide While United States Sinks to 

Historic Low” 

http://www.youtube.com/watch?v=QUmrb_h2HmI 

 

Randall Holcombe, “Economic Freedom and Economic Growth” 

http://www.fee.org/the_freeman/detail/economic-freedom-and-economic-

growth#axzz2T74MUiLx 

 

http://www.fee.org/the_freeman/detail/the-case-for-economic-freedom#axzz2T6olLJwq
http://www.heritage.org/index/
http://www.fee.org/the_freeman/detail/the-decline-in-economic-freedom#axzz2T6olLJwq
http://www.youtube.com/watch?v=QUmrb_h2HmI
http://www.fee.org/the_freeman/detail/economic-freedom-and-economic-growth#axzz2T74MUiLx
http://www.fee.org/the_freeman/detail/economic-freedom-and-economic-growth#axzz2T74MUiLx
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“What is Economic Freedom?  

http://www.economicfreedom.org/about/what-is-economic-freedom/ 

 

 “Would You Rather be Poor in the United States, or Poor in Zimbabwe?” 

http://www.economicfreedom.org/2011/09/17/would-you-rather-be-poor-in-the-united-

states-or-poor-in-zimbabwe/ 

 

 

http://www.economicfreedom.org/about/what-is-economic-freedom/
http://www.economicfreedom.org/2011/09/17/would-you-rather-be-poor-in-the-united-states-or-poor-in-zimbabwe/
http://www.economicfreedom.org/2011/09/17/would-you-rather-be-poor-in-the-united-states-or-poor-in-zimbabwe/
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GLOSSARY OF TERMS 
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 A  
Aggregate: a gathering or summing of data for all members of a society or group.  

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

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

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

competition and promote trade.  

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

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

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

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

another market.  

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

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

This is due to Scarcity.  

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

particular market.  

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

operated for profit.  

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

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

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

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

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

economy.  

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

each other in societal standing.  

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

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

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

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

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

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

an economy is always in equilibrium or moving towards it.  

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

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

labor and property rights.  

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

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

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

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

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

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

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

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

like roles.  

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

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

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

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

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

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

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

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

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

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

of output.  

Economize: making choices that minimize costs while maximizing benefits.  

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

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

remain competitive.  

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

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

pursuit of a profit.  

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

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

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

the quantity demanded causing the market to clear.  

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

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

improvements.  

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

a certain course of action.  

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

they pursue a certain course of action.  

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

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

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

price in the marketplace.  

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

concern economic allocation, social regulation and other issues.  

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

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

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

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

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

interest.  

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

results in a state of ignorance of some important information.  

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

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

benefit of choosing that option or action.  

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

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

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

drastically.  

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

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

called market failures.  

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

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

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

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

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

economy.  

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

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

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

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

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

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

if price decreases, then quantity supplied decreases.  

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

groups.  

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

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

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

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

benefits.  

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

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

and banking regulations.  

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

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

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

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

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

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

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

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

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

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

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

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

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

equality of communism by first implementing a strong socialist state.  

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

capabilities.  

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

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

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

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

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

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

available in that market.  

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

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

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

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

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

have because they can call more people.  

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

ways to achieve those goals.  

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

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

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

good B.  

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

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

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

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

path dependence.  

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

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

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

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

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

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

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

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

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

committee.  

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

should be. Economics is a positive science.  

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

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

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

branch.  

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

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

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

eventually to establish a monopoly.  

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

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

another in return for goods or services.  

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

competition and raise profit (see cartel).  

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

product in order to increase revenue.  

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

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

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

the good known as a surplus.  

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

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

government will cause a shortage of the good or service.  

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

some consistent monetary or debt tokens.  

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

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

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

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

value for the firm.  

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

minus its total costs.  

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

maximizing their revenues and minimizing their costs.  

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

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

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

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

how those funds are administered.  

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

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

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

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

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

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

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

the benefits of having the knowledge.  

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

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

they constitute a particular and separate market for competition analysis.  

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

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

new value.  

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

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

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

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

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

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

anything in order to get something else.  

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

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

the best price.  

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

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

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

selfishness.  

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

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

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

price ceiling.  

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

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

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

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

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

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

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

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

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

bias.  

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

costs that have already been incurred and cannot be recovered.  

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

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

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

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

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

floor.  

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

inputs.  

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

gaining another quality or aspect.  

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

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

about a product.  

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

the purchase of a second distinctive good.  

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

existing state or future outcome.  

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

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

individuals act in an opposite manner than the policy intended.  

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

individual.  

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

satisfaction with that quantity.  

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

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

 
 

 


