Michael Olson

ECON - 1740
Free or Equal
1. Professor Friedman would say that economic freedom is not just to reap the rewards when times are good;  it’s also to bear the consequences of your actions when times are bad.
2. Although Hong Kong had no prospects, no natural resources & little land that could be cultivated, it became an economic powerhouse. How?
When Hong Kong was leased to Britain it officially became one of their colonies and was subject to a new governmental system.  With this new system of government a vacuum of sorts opened up granting unprecedented potential for the area, an open market developed that required as little regulation as possible to exist to accommodate international foreign trade.
Hong Kong became a center of commerce where just about anything could be bought, sold, traded or bartered for and the economy boomed.  All thanks to a fully open market and economy.
3. Free markets have spread around the world. At the same time, we’ve seen the fastest human progress ever, and it has been led by the countries that opened up their economies. In fact, average incomes around the world have almost doubled. Globally, extreme poverty has been more than halved since Milton Friedman did his series in 1980. Amazingly, 730 million people have been liberated from poverty.
4. Human and political freedom has never existed (and cannot exist) without a large measure of economic freedom. Those of us who have been so fortunate as to have been born in a free society tend to take freedom for granted to regard it as the natural state of mankind. It is not. It is a rare and precious thing.
5. Explain the concept of “creative destruction” as described in the Free or Equal video.
Essentially it’s another form of ‘survival of the fittest’ except in the marketplace.  When the market evolves to better suit its consumers, rivals or upstart businesses may come to provide a better quality product or service that could put other competitors out of business if they don’t adapt or evolve to meet the new demand.
When businesses fail to adapt and have no recourse to prevent their business from closing (such as turning to the government), then their business will be left in the dust leaving the employer and employees alike to find a new place better suited to them in the market.
Another form of creative destruction is the evolution and utilization of new technology by businesses and consumers alike.  Particularly through the introduction of new capabilities or infrastructure that comes with new innovation, such as cell phones. 

Cellular communications are continually replacing a previously dominate infrastructure of copper wire spanning the world like a tendriled net to provide phone based landlines, but this older innovation is now being removed or replaced by newer technologies, not just by cell phones (such as Fiber Optics and other internet mediums used to provide land line capabilities).  
This effect can snuff out entire sections of a market as employees that supported these older technologies are laid off and are then forced to adapt to new work, but this effect also creates a more efficient world for everyone.  This creation and destruction in open markets illustrates incentive driving innovation and ultimately a form of ‘auto-evolution’, or as Adam Smith called it ‘the invisible hand’.
In Free or Equal, this phenomenon is referred to as “creative destruction”, and is seen as an essential necessity of evolution for an open market to thrive and thus benefit the market and its consumers.
6. Explain why are Swedish entrepreneurs the oldest in the world, as described in the Free or Equal video?
Sweden has a system to equalize a citizens ‘outcome’ as the video puts it, that is a more intricate system to redistribute society’s wealth.  This form of redistribution removes much of the incentive to innovate in sweden as no matter how much effort you put into your work, the ‘outcome’ or rewards won’t be there for you to reap as they will be redistributed.
This lack of incentive causes any would be entrepreneurs to move to other parts of the world where their efforts and ambition will be better rewarded for their work and business, leaving only the well established ‘old entrepreneurs’ of sweden.
7. Our economic system gave us Henry Ford, Thomas Alva Edison, Bill Gates & other very successful entrepreneurs. These entrepreneurs all went in with their eyes open, knew what they were doing & win or lose, we (society) all benefited from their willingness to take a chance. If we did not allow these successful entrepreneurs to become incredibly rich, we would be more equal. But, would we be better off? If entrepreneurs did not think that a possible reward for all the sacrifices that they make, all their hard work, all the risk they take is a lot of wealth, then they might do something else instead. In that case, we would not have the goods, services and technologies (they created) that make our lives better.
8. They (the Founding Fathers) were a wise and learned group of people. They had learned the lesson of history. The great danger to freedom is the concentration of power, especially in the hands of a government. They were determined to protect the citizens of the new United States of America from that danger. And they crafted their constitution with that in mind.
9. As Milton Friedman said, “The society that puts equality before freedom will end up with neither.  The society that puts freedom before equality will end up with a great measure of both.”
10. Professor Friedman compares the concept of equality of opportunity to a race where everyone begins at the starting line at the same time. In contrast, equality of outcome guarantees that everyone finishes at the same time. Today, equality of outcome is referred to as “fair shares for all.” If we applied the “fair shares for all” concept in this class, all students would receive an average grade of “C.” This would be accomplished by taking points away from students earning A’s and B’s to give to students earning D’s and E’s. Distributing points equally would result in “fair grades for all.”
1. Would you approve of this method in calculating your final grade? Why or why not?
I wouldn’t approve of this method specifically but there are problems with it that need to be addressed first.  The immediate point makes sense but only because the question is put to us in contrast of our current system, obviously if this was the de facto system we used then ‘grades’ wouldn’t be the medium we are awarded, it would be more like a ‘certification’ without a rank or grade.
In this potential learning environment we’d still need some sort of pass or fail system, as well as some way to figure out if someone needs to be re-trained, otherwise there’d ultimately be no point, much like a poorly planned military training environment, or many of the failings present in most communist societies.
I however wouldn’t be against an education system that was designed not to ‘batch’ educate us to one standard using grades, but to allow us to learn a minimum, while also presenting us with the chance to delve deeper into subjects we excel in, and letting that ambition yield something.  
Such as with more integrated work-education programs, instead of spending years mostly learning mere established precedence and having to wait until we’ve been conditioned in batches before we can actually apply it to something real.  That being said, we will have to rise or fall with our peers to an extent, no matter where we wind up applying our trade, so this would actually apply more directly to reality than would a letter grade.
So maybe I should say I disapprove of both methods on either side of this contrast, but it is the system I now have access to, and as such is what I must contend with.
2. How would this differ from “fair shares for all” economically?  
We actually do use a tool in education that would be more accurate to compare to ‘fair shares for all’ and that would be when teachers decide to grade a class on a ‘curve’.  In such cases students in the top score percentile who were more ‘accurate’ in testing do share their success with the lower percentile and sometimes the opposite effect can also apply depending on how the teacher decided to apply the grading curve.
Depending on how aware the class was about an impending grading curve there would have been opportunity or incentive to assist other students in the class to keep up on the subject matter, which in turn would encourage the entire class curve to be more elevated.
So the real question in the end would be ‘what is the environment’?  Is it one that conducively encourages people to succeed individually or as a group?  which should we be encouraging? and how?  We may know of limited successes under certain conditions, but we should never assume that all precedence has been revealed and work under closed assumptions, we should be ready to adapt to what is before us and realize that no matter the situation it is easier to meet new challenges as a group of people rather than alone.
You could even apply some economic game theory to this in that should the skills being acquired in this class, regardless of grade received, equal corresponding success after it, then naturally the students who are more aware won’t care what grade they get (especially if it still means they get to pass), so long as they made sure to learn as much as they could from it before applying those skills to the real world.
I suppose I’m saying, in a long winded manner, that in the end it simply depends on what these methods realistically could affect.  As Milton best put it: “To better your life, you have to better the lives of others.”  We just have to find the most efficient and effective way to do that, and it certainly isn’t as lone wolves declaring “The public be damned.”
Reflective Writing:
Compose 2-3 paragraphs explaining how completing this assignment helped you achieve at least two (2) of the SLCC Learning Outcomes:
Working through this assignment has helped me to ‘Think Critically & Creatively’ about Milton Friedman’s philosophies and ‘Communicate more Effectively’ about free market economics.
To be honest I thought I avoided studying economics for most of my life, but turns out I’ve been living it, immersed in the evolution of it ever since I learned small metallic coins and green paper could get me what I want or need.  I’m inspired to watch Milton Friedman’s 1980 series ‘Free to Choose’, as I’m sure I could learn even more about free market theory and be able to compare the 1980s to our economics today.
Through learning about Friedman’s theories I can communicate my own ideas about the economy and use terms and phrases he used to convey and understand economic concepts discussed with others.
