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“Oh, no! Not another book explaining the free market economic system!” Indeed, there are a number of such books and some of them are quite good. A few are even revered as “classics.” So, before you could be expected to read this one, you’ll need a persuasive reason to do so.

It is not only sad, but also dangerous to everyone’s well-being, that a large majority of people do not understand the incredible engine of wealth creation that is responsible for our prosperity. They fail to comprehend why this engine only works well when left alone to do its thing. Thus, they are rendered gullible and all too willing to support proposals to fix some problem or other by tinkering with that engine. To everyone’s detriment, that risks injuring, crippling, or killing the goose that lays the golden eggs.

No matter how many books like this one may have been published, it should be quite obvious that they have not succeeded in erasing the prevailing profound economic illiteracy. A compelling argument might be made that these books are a total waste of paper, ink, and time. However, it is no exaggeration to say that this issue is of crucial importance to our civilization. Giving up is just not an option.

Ultimately, the solution should be to effectively teach basic microeconomic concepts as a required course in high schools. But even if it were decided to do so, there are fairly close to zero teachers qualified to teach the material. Institutions of higher learning generally are a total flop at training such teachers.

So, we are left to depend upon this and other similar books. Of course, it is unrealistic to expect these books to accomplish a feat of mass education. Their objective must be to educate and motivate a sufficiently large cadre of evangelists who will loudly, authoritatively, and with precise clarity shoot down the many ridiculous and counterproductive economic programs and proposals that pollute our political system. Of course, they will also recruit and educate additional evangelists to enlarge the corps.  In a future decade, it can be hoped that some of them will end up teaching in high schools. Perhaps some will even be elected to legislative bodies where economic wisdom is desperately needed and could do untold good.

If the free market economic system seems important and interesting to you, consider this your invitation to join the corps.  Read on. It’s a short book. The foundational elements are few in number and not at all hard to learn. The hurdle for many is grasping how entire unbelievably complex economies blossom from these elements, how the rate of wealth creation is automatically maximized, and why perturbing the system must always decrease the rate at which wealth is created. Few satisfactions are greater than the moment the bright light switches on and true comprehension of these things is achieved.

It is the goal of this book to switch on that bright light for as many people as possible, and it is hoped that the logic, the insights, and the presentations of them in this book will be most effective at accomplishing that. It is hard be sure what approach and presentation of the material will best achieve the “Ah hah!” moment of understanding. It may differ from person to person. Perhaps that’s why multiple books are necessary.

If you are already a member of the corps, your reason to read this book is to augment and hone your library of presentation alternatives. You also need to evaluate it to decide what book you will recommend as most effective to new corps recruits.
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Our species, Homo sapiens, is the first to evolve the capacity for rational thought. To-date, we are still the only species to have this remarkable advantage. Substantially all of the astounding progress that we have made is the product of rational thinking. It may be worth a few paragraphs to understand somewhat precisely what rational thinking is.

If asked to define rational thinking, many would equate it to logical thinking. That is a correct but incomplete definition. Rational thinking definitely is logical thinking, but logical thinking is not necessarily rational thinking. Logical thinking begins with two or more assertions of fact called premises. One or more logic steps or deductions follow that are based on the premises. The end result is a conclusion which then must be valid and correct if both the premises and the logic are correct.

Rational Thinking

The basis for rational thinking is the demonstrable fact that there is a single shared reality that is the same for everyone. With some careful and methodical work, we can discover and understand many of the properties and basic principles that make up and govern our reality. Building upon solid basic principles with sound logical thinking, we can deduce useful higher-level conclusions that increase and deepen our understanding of the nature of reality and how things work. The dramatic and beneficial success that humans have had in this cooperative endeavor is an extremely strong endorsement of it.

Rational thinking can be regarded as logical thinking, but certain restrictions need to be placed on the premises. There must be a high degree of confidence that all premises can be verified as valid representations of reality. If all premises are grounded in reality and the logic is correct, then the conclusions must also be an aspect of reality.

To be rigorous, it is required that all properties, principles, and conclusions be validated against reality with documented (published) tests or experiments and logic. Then others anywhere and at any time can repeat such a test or experiment to prove to themselves that results really are consistent with the reality we all share.

If you claim something is an aspect of reality, you must be able to tell others how they can independently demonstrate or verify for themselves that it actually is real. You could refer them to results published by others, or you would need to supply them with a detailed description of a logical proof, a test, or an experiment that they or anyone could perform and (presumably) obtain the same result.

What we have defined as rational thinking pretty much corresponds to what is commonly known as the scientific method. However, rational thinking does not just apply to “science.” It is universal and applies to everything everywhere. There is no boundary that walls off “science” from “nonscience,” within which rational thought applies and outside of which it does not. More simply stated, there is nothing that is outside of science.

Rational Self-Interest

Decision-making clearly is a fundamental process for every person. We make untold numbers of decisions every day. One might reasonably characterize life as just serial decision-making.

Any organism that evolved by natural selection (survival of the fittest) necessarily will have strong self-preservation “programming” built into its brain.


Axiom: Human individuals always make decisions in such a way as to optimize their own rational self-interest.


The entire science of economics is based on the fact that every person can be counted upon to always, always make choices based strictly upon their personal well-being and happiness. Because of this, the basic laws of microeconomics do not fail and can be relied upon. In our Declaration of Independence, Thomas Jefferson aptly called it “the pursuit of happiness” and stated that it is a “right.”

Doubtless, someone will immediately jump up and say, “But what about altruism? There are plenty of examples of people sacrificing their own happiness for the benefit of others.” Nope. Sorry, but that just never happens. The romantic notion of altruism is a fallacy. People always act selfishly to maximize their own happiness. Not to do so would manifest a fairly serious brain malfunction.

Yes, there certainly are examples of people appearing to act altruistically. However, they would not do so if that act didn’t make them happy in some way meaningful to them. In blatant cases, a charitable donation might get the donor’s name on a building, on a supporters’ plaque, or listed in an event program. Only a slight step removed from that is a donation to a cause that would “benefit all mankind,” including, of course, the donor. Sometimes, it’s just admiration and acknowledgment from peers that does the trick. There are even cases where an act of kindness is done anonymously, but still, it is done because it results in increased happiness for the doer. There is no reason to consider this immoral or unseemly behavior; it’s just the way brains work.

The first person to gain an understanding of economics was Scottish scholar Adam Smith. Here is what Adam had to say about altruism back in 1776: “How selfish soever man may be supposed, there are evidently some principles in his nature which interest him in the fortune of others and render their happiness necessary to him though he derives nothing from it except the pleasure of seeing it.”
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The best estimates are that a reasonably modern version of Homo sapiens had evolved by approximately 300,000 years ago. Even the ancestors of Homo sapiens had some more limited capacity for thought, but we will begin this story with the appearance of Homo sapiens. Rational thinking did not suddenly take off at that point like the runners in a race at the crack of the starter’s pistol.

The Progress of Rational Thought

The first “rational thinking” was just gaining an understanding of things in the immediate environment that could improve the chances of staying alive. Conditions were harsh. Existence for all living things was a constant and full-time struggle for survival at that time. There was plenty of sustained “evolutionary pressure” to develop anything that could help keep an organism alive, at least long enough to reproduce.

“Natural selection” is perhaps a more descriptive name for this ruthless process than “evolution.” Random mutations in a species are most often setbacks that reduce the likelihood of survival. Some may propagate forward for a generation or a few before dying out. Rarer favorable mutations do propagate forward, perhaps after some failed attempts, and become permanent improvements.

Over many thousands of years, brains gained some additional size, complexity, and processing power. However, save for a few things learned from parents, every new member of the species had to start from very close to the very beginning deducing how their world worked. Although there was some progress over the millennia in figuring things out, it was necessarily rather severely
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