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What Your Colleagues Are Saying 
About Objective Prosperity 

 
“This book will make you think. What factors influence the chances for individual 
success and national prosperity? How does behavioral economics help us understand 
who is financially rewarded? How can you prosper even if you were born poor? What is 
the best way to manage your savings? The authors cite the thoughts of many profound 
thinkers on how to live a rewarding life.” 

- Philip Kotler, S.C. Johnson & Son Distinguished Professor of International 
Marketing, emeritus, Kellogg School of Management, Northwestern 
University 

 
“I really connected with the chapter that discusses the effort that must be put into 
those things that we find worthwhile or valuable to move us forward in our lives – 
mentors, discipline, education, personal responsibility and individual responsibility.” 

- Deborah M. O’Brien, BS, RN, MPA, President, and Chief Executive Officer 
Community Resources for Justice 

 
“This book is a profound analysis of the roles of business, government, education, and 
personal responsibility in growing prosperity for everyone.’ 

- Loretta Berryhill, California Business Owner 
 
“You will enjoy reading this book. The authors “colorize” principles with real-world 
examples from the individual (micro) level to that of nation-states (macro). Examples of 
successful (and less so) country policies are truly telling. They apply to political, 
business, and civic leaders not only at the federal but also at the state and local levels 
as well. The “solutionist” thread weaving its way through the book presents a unique 
perspective on how to approach issues on a broad range of topics.” 

- The Hon Sunil Sabharwal, former US board member to the International 
Monetary Fund, global Olympic sports leader, investor, and champion 
fencer. 
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“This book is one of the first that I could not put down the first read and enjoyed 
reading it the 2nd and 3rd times even more. Each time I found new thoughts expanding 
through my head. One is that we can no longer broad brushstroke economic models 
with the multi-layered behavioral changes around us in this hyper-informational age. 
This book is a must-read for any entrepreneur, like me in the automotive industry, to 
keep our eyes open to the rapidly changing consumer environment and how to think 
ahead.” 

- Rhett C. Ricart, Chief Executive Officer and Dealer Principal  
2020 Chairman National Automobile Dealers Association 

 
“There are few things more powerful than understanding why people behave the way 
they do. Here, the leading teacher of consumer behavior for the past half-century, with 
an accomplished marketing and economics colleague, explains it. This book is a virtual 
treasure chest of knowledge and understanding, about how behavioral economics 
helps people reach their ultimate objective – prosperity.” 

- John Mariotti, President & CEO, The Enterprise Group 

 
 

₸₸₸₸₸₸ 
 

Dedicated To 

Highly-Intelligent Readers Who 
Appreciate Facts More than 

Opinions 
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Foreword 
 

STOP reading! Now, do I have your attention? NO – DON’T STOP reading! 

Don’t make the mistake I almost made of being put off by “Economics” in the 
subtitle. At first, I questioned, “who wants to read a 250-page book on 
economics?” Then I read a little more, skipped and skimmed based on the 
Preface. My first impression was wrong, as I found when I got deeper into the 
book’s content. 

I kept on reading, often peeking ahead to see where the book was going. The 
more I read, the more I liked it. I quickly realized that “prosperity” could also 
describe success, survival, happiness, and a host of other desirable outcomes. I 
also learned a lot along the way because the book is very rich in wisdom, and 
experience. I’ve known Roger Blackwell for 40 years and I’ve learned that when 
he has something to say – I listen! 

I soon realized that the combination of “consumer behavior” and “economics,” 
(i. e., “behavioral economics”) is very powerful. Each of us will find our own 
treasures in this book. When I wondered how to stay on the path to prosperity, 
the “Keys” kept helping me. 

There are few things more powerful than understanding why people behave the 
way they do. Here, the leading teacher of consumer behavior for the past half-
century, with an accomplished marketing and economics colleague, explains it. I 
saw that not only individuals but also groups (companies, organizations, and 
even countries) were made up of people behaving in ways that serve their self-
interest, seeking the rewards and prosperity. 
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Few books contain and explain so much content to help readers understand this. 
Everyone has similar objectives: success, gratification, recognition, and, 
ultimately, prosperity – each defined in their own unique context and terms. As I 
read further, chapters describe how diverse people learned and earned, or fought, 
to achieve prosperity (including enduring unintended consequences of even good 
ideas). This book is a virtual treasure chest of knowledge and understanding, 
about how behavioral economics helps people reach their ultimate objective – 
prosperity. 

Suddenly, I found myself at the end, reading “Roger’s Rules for Success.” I was 
gratified, wiser, and far more aware of many things that I didn’t understand as 
well before. Above all, I was happy I didn’t take my own opening advice and 
STOP reading. I hope you will not stop but keep on reading. FYI: I found this 
book so rich in content, that it deserves a second or third reading. 

 

John Mariotti  

President & CEO, The Enterprise Group 

Former Chairman, World Kitchen 

Former President, Rubbermaid, Office Product Division 
Former President, Huffy Bicycles 

Former Chairman & Director, World Kitchen LLC 
Powell, Ohio 

July 2022 
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Preface 
 

If you have ever heard Economics called “The Dismal Science,” prepare to reset 
and propel your thinking about economics at quantum speed. Would you call it 
“dismal” to know how poor people of diverse racial, ethnic, and educational 
backgrounds escape poverty and become prosperous? Do you know how the 
ironic inequality paradox allows some people born in the bottom twenty percent 
to elevate themselves to the top twenty percent? Would you call it dismal or 
exciting to learn how, starting around age 45, to gradually become very 
prosperous with nothing more than what you have earned and learned working 
many years in a retail store?  
Do you know how to grow up in one of the poorest nations in the world, called 
by some a “malaria-infested swampland” and see it become a nation more 
prosperous than the United States? Do you believe people in the Netherlands or 
Saudi Arabia are more prosperous? Do you know how the United States started 
equal in per capita income with the rest of the world to become one of the 
wealthiest nations in the world (but not the wealthiest)? 
If you already know the answers to these questions, you probably don’t need to 
read this book other than, perhaps, to have facts that will help you explain to 
friends who may not know them. But if you choose to read the rest of the book, 
you will find these answers and more about how to increase your own prosperity 
as well as understand why nations are poor or prosperous. And, perhaps, you will 
conclude the study of Behavioral Economics is not dismal, maybe even 
delightful.  
Behavioral Economics is considered a new field of study by some, but as you 
will see in Chapter Two, it has many of the attributes of traditional wedding 
attire, “something old, something new, something borrowed, something blue.” If 
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you already know a lot about economics, you can skip Chapter One, but you may 
want to review it to be sure you understand two concepts essential to 
understanding how you prosper and contribute to national prosperity.  
You may be tempted to go straight to the two most practical chapters in the book, 
“National Prosperity” (explaining why some nations are rich and other nations 
poor) and “How to Be Prosperous Instead of Poor.” (Chapters 5 and 6). If you 
want to read those chapters first, that is reasonable, maybe to apply those 
principles to your life immediately. But if you want to know who controls future 
prosperity, perhaps it will be profitable to read Chapters Three and Four which 
document who controls future prosperity for both nations and individuals like 
yourself. Spoiler alert! It is not the President of the United States or even the 
Chairman of the Federal Reserve.  
Is inequality getting better or worse? You may find the discussion of that issue in 
Chapter Seven ironic and paradoxical. You will probably also find that Chapter 
Eight raises issues you may not have considered in the past but that are critical to 
your future. And please don’t read Chapter Nine until you have fully considered 
all the earlier chapters. Finally, when you arrive at the concluding chapter, the 
content of this book is summarized in Ten Rules that helped me survive and 
sometimes thrive in a life spanning many decades. They are not presented as 
suggested rules for you but perhaps as motivation to write down your own rules 
for the rest of your life.  
 After forty previous books, there was only one good reason for me to write 
another – to help you understand your own prosperity and typical income as well 
as wealth of people living in the nation. While this book is based on empirical 
research – the kind that helps people receive promotions as a professor and 
accumulate enough wealth to donate my career salary back to the university 
where I taught for forty years – it is also based on practical lessons growing up in 
the Missouri Ozarks, learning the only people who do not work on a farm are 
those who do not want to eat. 
When I was in high school, at age 16, I began working at a local radio station as 
a janitor and progressed to higher positions, working full time while attending 
Northwest Missouri State before transferring to Missouri University to receive 
my bachelor’s and master’s degrees and a Ph.D. from Northwestern University, 
all without financing from parents or accumulating debt myself. You can read 
more details in the concluding chapter of this book, but from life and parents, I 
learned you do not have to have money to obtain a quality education. Where 
there is a will, there is a way for poor people to achieve a good education. This 
book describes how.  
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While reading this book, you will observe something different than most books: 
no footnotes. Some books include numerous citations at the bottom of pages, 
slowing reading substantially. To solve this problem, reader-oriented authors 
began putting citations at the end of chapters or the end of the book. Even with 
this improvement, printed citations were sometimes out of date or limited in 
scope. 
When reporting national data, we generally reference the year 2019 rather than 
covid years of 2020 and 2021. Variations in managing the pandemic and 
collecting data vary so greatly between nations that reporting 2019 data provides 
more reliable comparisons than later years. Of course, you can always place 
different years in your browser to examine other years. 
I have taken a behavioral approach, omitting footnotes in this book. If there is a 
term such as a demand curve or an author such as Daniel Kahneman about which 
you would like to learn more, you are encouraged to use your favorite search 
engine to get a recent explanation with as much detail as you prefer. 
At The Ohio State University, I had the incredible learning experience of 
teaching over 65,000 students, mainly in the business school but also courses in 
Thanatology and Health Care Economics for the Medical School. I was also a 
member of the Black Studies faculty for a few years, reflecting a life-long 
interest in cross-cultural research, civil and human rights, and upward mobility 
among under-served minority groups. 
My primary research area was behavioral aspects of marketing, co-authoring 
Consumer Behavior, a text translated into Russian, Portuguese, Spanish, French, 
Korean, and other languages used in universities and organizations in many 
countries. The success of that and other texts was the catalyst for being invited to 
teach and do research in 39 countries on six continents, learning from personal 
observation what makes some people poor and some prosperous. 
After retiring from Ohio State, my understanding of poverty and prosperity was 
enriched further while teaching General Educational Development (GED) classes 
for almost six years to inmates at the Federal Correctional Institution in 
Morgantown, West Virginia. There is nothing quite as educational about how 
people escape (or do not escape) from project housing in the hood and other 
dysfunctional backgrounds as the daily teaching of former drug dealers. The 
GED students were often members of gangs, cartels, and other diverse 
occupations (including a former Mafia hitman) studying economics, math, 
government, grammar, and literature. In prison, when you teach math, explaining 
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the metric conversion of grams to ounces, it is not unusual to be asked, “Is that 
with or without the bag?” 
I taught students in prison how to obtain a GED and, when they left prison, how 
to get a job, but the GED students in prison taught me even more about the 
realities of poverty, crime, and injustice. Nelson Mandela was correct when he 
said no one understands a nation as well as people who spend time in its prisons. 
You can read additional details of my life, in both prosperity and prison, in You 
Are Not Alone and Other Lessons a Teacher Learned from Parents, Professors, 
and 65,000 Students. 
While writing this book, I asked Dr. Roger Bailey for advice and help. His 
insights as a marketing professor at Ohio State and his strong background in 
Economics and Quantitative Methods were invaluable to improving and 
extending many areas of the book. I asked him to join me as co-author, which he 
graciously accepted. We might not agree on every detail in the book, but 
hopefully his addition will make it more useful to you. 
 

Roger Blackwell, Ph.D. 
Columbus, Ohio 

July 2022 
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Additional Comments by Roger Bailey 
 
 

First, I want to reiterate that this book is the brainchild of Dr. Blackwell, and I 
was very happy to join him and contribute my ideas and perspectives along the 
way. It is our sincere belief that every reader will take away something useful 
from the concepts and examples presented in the following chapters.  
To point out another perspective that complements Dr. Blackwell’s, I’ll return to 
his comment about economics being called “the dismal science.” This term for 
economics was coined in the 1800s by Thomas Carlyle. One view of economics 
at that time, proposed by Thomas R. Malthus, was that food would always be 
scarce and that poverty and hardship were unavoidable. Subsequently, many 
concluded that the “dismal science” phrase described the bleak outlook of 
economics for humanity. 
This general view is consistent with many people’s views of economics, 
business, and prosperity today. Most humans care about the well-being of other 
humans. It is easy to see the vast differences in wealth and prosperity across the 
globe and conclude that financial success requires a person (or a nation) to treat 
others poorly. In other words, prosperity appears to come from ill-gotten wealth. 
If this is your view of the world, this book will challenge that perspective. 
The reality is that becoming more prosperous does not require you to mistreat 
others. Moreover, being a compassionate person does not require you to forgo 
successful strategies and sound business practices to improve the prosperity of 
you and your country. However, improving prosperity does require careful 
thought, planning, and methodical consistency toward your goals. 
This book presents the view that economics, specifically behavioral economics, 
can be combined with an objective view of a situation to identify solutions for 
improving prosperity. The views in this book are consistent with fairness, 
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empathy, and a desire to confront the problems in the world. On the other hand, 
this book will also objectively present the traits and characteristics of both 
individuals and nations that have consistently led to prosperous outcomes in the 
past. 
Going back to Thomas Carlyle’s view of economics, a brief investigation of his 
history reveals that he was anti-Semitic, racist, and had contempt for the notion 
of equal rights. Also, note that some of the first abolitionists in history were 
economists. In the 1770s, Adam Smith used economic theory to present a strong 
argument against slavery. Given Carlyle’s pro-slavery views, it is widely 
believed that Thomas Carlyle’s labeling of economics as “dismal” was a way to 
discredit a field that confronted his own bigoted beliefs. We hope you will agree 
that there is nothing dismal about the recommendations of this book! 
In closing, the goal of this book is for you to come away with a “solutionist” 
perspective. Regardless of your political persuasion or your current financial 
situation, this book will provide you with tools for improving your own situation 
as well as for evaluating solutions and policies to improve the prosperity of your 
nation. After all, as you will see in the coming pages, your success can very 
much depend on the prosperity of those around you! 
 
 

Roger Bailey, Ph.D. 
Clinical Assistant Professor 
Fisher College of Business 
The Ohio State University 

July 2022 
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Introduction 
 

Regardless of how you earn a living, you have likely taken time during the 
pandemic to take stock of where you are and where you want to be in the future. 
These evaluations inevitably lead to the question: “How do I get there?” The 
answers may seem hard to find at times, and for a good reason. Every person 
comes from a different background, with different skillsets, constraints, 
weaknesses, and strengths. Identifying ways to increase your prosperity is made 
even more challenging by the reality that the success of your nation’s economy 
can have a dramatic effect on your own success. Politicians, prickly pundits, and 
pompous TV personalities will promise answers for you and your nation, but 
consider this: Are there really one-size-fits-all answers to improve prosperity? 
To be clear, this is not a book of simple answers to all of the world’s problems. 
There are certainly enough “expert opinions” on the planet to go around. Instead, 
this book provides a method for you to arrive at your own answers not driven by 
upcoming elections and TV ratings. Throughout the text, there will be a number 
of explanations, recommendations, and examples to identify solutions to improve 
your own prosperity and to evaluate the policies that seek to improve the 
economy around you.  
If you want to get the most out of this book, consider a few ground rules. First, 
try to approach the examples with as little bias as possible. Consider that this is 
far easier said than done. Biases, positive or negative, are learned predispositions 
to the environment around us. Just like every person has different strengths and 
weaknesses, every person also comes with different biases. Strong beliefs about 
the way things should be should not stop you from being able to evaluate a 
situation thoroughly and carefully. This book provides a behavioral-economics-
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based (data-based) view of prosperity that avoids the pitfalls of using preformed 
opinions and subsequent biases. In short, drop the dogma and dig into the data! 
Second, this book will walk you through the opinions of multiple sources. 
Evaluation of the authoritative opinions of others allows you access to valuable 
information you may not otherwise consider. However, like every person, these 
sources will frequently have a slant to them (politically or otherwise), and yes, 
some may even include false or misinterpreted information! To help maintain 
objectivity, you should consider sources from different perspectives, not just 
those you are most comfortable with. The frequent quotes and references in the 
text provide further resources, but also highlight the importance of evaluating 
expert opinions in drawing conclusions for yourself. 
In addition to the above, each chapter includes a few “Keys to Prosperity.” These 
examples, quotes, and discussions are provided as practical insights from the 
authors. Consider these a base point to work from as you evaluate your own 
situation, the situation of those around you, the current state of your nation’s 
economy, and how you might take action to improve your prosperity in light of 
these things! 
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Chapter 8  

Unintended Consequences of 

Well-Intentioned Policies 

For any person, life is full of decisions. Often these decisions are made to solve a 
problem or to seek out increased happiness and prosperity. The policy decisions 
of a nation are typically well-motivated to achieve the same purposes. Consider 
the last “big decision” you made in your life and consider the following question:

Were there consequences from that decision that you did not anticipate? 

Whether big or small, most decisions come with consequences that were not 
anticipated. These consequences could be positive or negative but should always 
be considered when making a decision. Objective application of behavioral 
economics can often help in identifying unintended and unwanted consequences 
before they become reality. Considering unintended positive consequences is 
also an important part of the cost-benefit analysis of an action or policy. As you 
read through the examples in this chapter, perhaps you can identify additional 
positive or negative unintended consequences with respect to the provided
examples.
Behavioral economics, at its core, seeks to describe what happens in the real 
world when the simplifying assumptions from traditional economic theory fail to 
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describe what is observed. Behavioral economics is therefore a primary tool in 
objective analysis of prosperity, as the goal is to go beyond simple “established 
principles” to understand the practical causes and effects of economic behavior. 
One reason that behavioral economics sometimes provides different predictions 
and solutions than traditional economic models is because humans are quite 
different. These differences are not only among humans, but across contexts. In 
short, people make different judgements based on personality and cognitive 
style, idiosyncratic variations in the weighting of variables, and factors that may 
even change how the same person responds in seemingly identical situations. 
Among researchers accustomed to designing and interpreting research, this is 
often referred to as “noise” in results. Fundamental causes of noise and ways to 
deal with the problem is the central theme of the latest book by Behavioral 
Economics pioneers Daniel Kahneman, Olivier Sibony and Cass R. Sunstein, 
Noise: A Flaw in Human Judgment. 
As you read this chapter, it may remind you of some television ads for 
pharmaceutical companies who present a narrative about the benefits their 
products offer for skin problems, cholesterol, depression, or a myriad of other 
maladies. In the latter part of their ad, they also present the possible side effects 
or unintended consequences of their products. Those warnings are included 
because the Federal Trade Commission (FTC) requires companies do that. 
Sometimes the side effects are very discouraging.  
The same process happens with social policies advocated by well-intentioned 
individuals, but the FTC does not require warnings about the side effects of 
social and political policies. Objective analysis of how people respond to 
different situations allows careful consideration of consequences that may be 
unintended. In other words, people may respond in unintended ways, but this is 
often predictable. Discussing the “noise” of unintended consequences does not 
mean the policy should not be adopted, but it does highlight the need for 
thoughtful consideration of potentially bad outcomes and how to prevent them. 

Lessons From Finance 
As an example of insights from behavioral finance, consider the value of a share 
in a public company. Behavioral insights are sometimes different than 
conventional analyses of share value. In an established public corporation, share 
value has traditionally been expected to be 15 to 17 times its earnings per share 
(EPS), commonly reported as Price to Earnings (PE) ratio. That typical PE ratio 
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has built-in assumptions of a reliable record of dividends and modest but not 
high growth expectations for the future. 
Experienced investors call that the intrinsic value of a stock. The actual price in 
the marketplace is often different, explained by behavioral variables more than 
financial results alone. If enough people believe growth will be higher than 
normal, the PE will be higher than normal, sometimes much higher based on 
psychological beliefs in the marketplace.  
One extreme example of the difference between traditional finance and 
behavioral finance can be observed in the stock of Zoom (ZM) at the beginning 
of the Coronavirus pandemic. In the latter part of 2019, the stock was selling for 
$60, even though its earnings were only .08 per share, reflecting an 
extraordinarily high PE even then. Only a few months after the effects of stay-at-
home orders from the 2020 pandemic, the stock “zoomed” even higher to nearly 
$500, with a PE measured in the thousands instead of the typical ratios for high-
growth stocks. The explanation is not based on historical financial numbers but 
psychological expectations of future performance.  
Stocks with high PE ratios are called growth or momentum stocks although 
normally they do not typically reach ratios as high as Zoom. If you are 
psychologically an extreme risk-taker, you might buy such stocks hoping to ride 
the momentum and jump out before a reversal. However, if you are a Warren 
Buffet-type of investor you look for stocks that are selling below their intrinsic 
value (usually with normal or low PE ratios) and buy them for the long-term 
growth and dividends – what Buffet calls “forever stocks.”  
When you study the stock market realistically, through the lens of behavioral 
finance, you soon realize that the price of a stock is a combination of both 
economic and behavioral (psychological) factors. You have probably heard the 
advice of Warren Buffet, “When the market is greedy, be fearful. When the 
market is fearful, be greedy.” It is a strategy that works well for Buffet and 
others who heed his advice.  
The intrinsic value of a stock is based on its past and projected earnings but the 
actual or market price is sometimes determined by unintended consequences, 
behavioral in nature. When something unpredicted happens, stocks with very 
high PE ratios often plummet. Even well-thought-out and well-intentioned 
strategies can be upended by an unanticipated event, sometimes called a black 
swan event. Hence, it is even more important to carefully consider possible 
unintended consequences of a strategy.  
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The same caution that may help you prosper in the stock market applies to many 
other areas of life. When you hear someone expressing an opinion about a well-
intentioned social policy, the cautious approach is to say the same thing 
attributed to the laconic Sgt. Friday on Dragnet, “Just the facts.” When people 
offer opinions about why you should vote for someone in favor of a well-
intentioned policy, do not let the conversation end without asking, “And what 
might be unintended consequences of that policy?” Because, for every good idea, 
there will be unintended consequences. Sometimes, it is called the Law of 
Unintended Consequences.  

Even Great Ideas Have Consequences 
Think about the Interstate Highway System, possibly one of the best ventures the 
government has ever undertaken. It cost $billions, was well-motivated, and one 
of the most beneficial infrastructure projects the government has accomplished. 
The list of the positives for the interstate highway system is certainly long, and 
while it is hard to know the entire list of intended consequences, it is unlikely 
that the Eisenhower administration considered the benefits of this system on the 
ease of interstate travel using self-driving cars in the future. Regardless, an eye 
toward the future would certainly have provided additional support for the 
construction of interstate highways. 
It seemed a promising idea to build Interstate highways through the middle of 
major cities so that downtowns would not lose the business from the previous 
patchwork of local highways. One (possibly unintended) consequence often was 
to divide cities in ways that segregated cities by race and income. This happened 
in many cities including Columbus, Ohio with the consequence of segregating 
predominantly African-American areas from the prosperous downtown area. 

Keys to Prosperity 

How Can a Highway Be Racist? 
While at first glance it may seem silly to some to 
believe that the placement of highways was racist, 
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closer inspection reveals this is almost certainly the 
case. The National Highway Act was passed in 1956 
during the time in which the United States was 
reforming away from segregated schools but also 
while Jim Crow Laws were still in effect. During this 
racially charged period, many individuals with 
overtly racist views were still in leadership positions 
around the country. Moreover, a simple 
consideration of behavior would suggest that these 
individuals would be highly motivated to use their 
power to continue the segregation of communities 
via placement of the highways within their 
communities. 

 Even if the placement of the highways was not 
deliberately done to segregate and/or harm 
minorities, the placement of the highways most 
certainly had this effect. Government officials 
sought lower valued properties, which due to 
segregation, red lining, and other racist policies, 
disproportionally affected minority communities. 
Other leaders even saw the placement of public 
works as a solution to “fixing” neighborhoods they 
deemed as undesirable. For example, John Moses, 
who oversaw public works in New York City during 
this time, mentioned in a 1956 speech “Our 
categorical imperative is action to clear the slums.” 
Regardless of how the decision was made, the 
placement of the highway system tended to destroy 
and encircle minority communities. 

This highlights an important point about diversity in 
leadership. When decisions are made it is possible 
that the unintended adverse effects of some actions 
may not be fully understood by everyone in the 
room. This explains why diversity is so critical, as the 



EXCERPT

150 

inclusion of different perspectives and experiences 
can prevent managers and firms from making such 
mistakes. History has shown that the most 
successful business leaders are those that can 
understand how their coworkers and customers will 
be affected by their decisions. Therefore, improving 
the diversity of leadership in an organization is not 
just a matter of principle, it is directly tied to your 
own ability to maximize prosperity in your decisions. 

If the unintended consequences were considered in the formation of the interstate 
system, the interstate highways could have been placed in locations that did not 
divide downtowns by income and racial patterns. A different location of the 
freeways might also have removed affluent citizens’ ability to avoid passing 
through impoverished areas of the city without closely observing them. 
Considering the unintended consequence might even have created alternative 
arterial streets that could have avoided stalled traffic on interstates during peak 
commuting hours, an unintended consequence observable in many cities. The 
reason for asking proponents of a policy about unintended consequences is 
because they almost ALWAYS happen.  
For every difficult problem, there is usually a simple solution – and it is usually a 
bad one. Complex problems typically require complex solutions, but you will 
rarely see complex solutions offered by political pundits and TV personalities. 
An objective approach to identifying solutions requires consideration of human 
behavior, and behavior is complex. Therefore, considering the unintended and 
potentially harmful side effects of social policies is as important for social 
policies as it is for the FDA when approving new medicines and carefully 
considering potential negative side effects.  
Considering the unintended side effects might lead to avoiding them. Solutions 
to important social issues need facts not only about the desired outcomes, but 
facts about and analysis of the unintended consequences. When consumers 
decide who to vote for, rather than listening only to opinions of one political 
party or another, improved results are more likely to occur from listening to data 
– carefully analyzed evidence about behavioral issues. When evaluating social
policies, regardless of how well-intentioned the motives, informed voters should
always insist, “Show Me the Data!”
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In the book The Logic of Social Inquiry, Professor Scott Greer shows how to 
analyze these problems, advocating policy decisions be made on facts and logic 
rather than desires and opinions. When evaluating social policies, Professor 
Greer explains, decisions should be based on value-free analysis of empirically 
derived evidence. Using those criteria, in the following pages you will see some 
of the questions that might be raised about unintended consequences of topics 
affecting many areas of economic and daily life. 
 

Is Anyone Anti-Antibiotics? 
The widespread use of antibiotics has led to an example of unintended 
consequences called superbugs. In 1900, pneumonia and related diseases were 
the number one cause of death. When Penicillin was introduced in 1928, it was 
called a miracle drug. Antibiotics were so effective against these bacterial 
infections that today, these same diseases are barely among the top 10 causes of 
death. It is hard to argue that antibiotics are anything but a marvel of medicine. 
With that said, the behavioral consequences of antibiotics were fairly predictable. 
Since antibiotics can quickly clear up a bacterial infection, and human beings do 
not enjoy being ill, the demand for antibiotics from sick people has grown 
rapidly. This includes people pressuring doctors to prescribe antibiotics 
whenever they had a cold. Some people want antibiotics before dental cleanings. 
Antibiotics are also given to livestock to prevent disease and to promote growth. 
The resulting unintended consequence of the predictable overuse of antibiotics 
was the eventual adaptation and spread of some strains of bacteria highly 
resistant to most types of antibiotics. 
Each year these drug-resistant superbugs infect more than 2 million people 
nationwide and kill at least 23,000, according to the CDC. Drug-resistant forms 
of tuberculosis, gonorrhea, and staph infections are just a few of the dangers now 
faced as the unintended consequence of one of the most common drugs on the 
planet. Britain’s Health Secretary, Matt Hancock, recently stated that these 
superbugs are as big an existential threat to humankind as global warming and 
warfare.  
Naturally, it would be foolish to say that antibiotics should not have been 
introduced. The benefits of antibiotics are critically important. However, the 
overuse of antibiotics and the subsequent growth of resistant bacteria was a 
predictable outcome. These dangerous superbugs may have been avoided if the 
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potential unintended consequences had been considered during their widespread 
adoption, accompanied with education and research to prevent overuse.  

Free College Tuition 
Consider the importance of education in identifying a path to prosperity, and the 
statement: “Free tuition for college students is a great idea. I would vote for 
that.” Research on advertising effectiveness found the single most effective word 
attracting attention to ads is the word “free.” Whether selling cars, computers, or 
clothing, no word sells a wide range of products as effectively as an offer of 
something for “free.” Apparently, campaign managers for politicians are aware 
of that advertising research.  
The motivation for free tuition is admirable. As discussed earlier in this book, the 
benefits of education and the subsequent valuable skillsets received can be a 
great strategy for moving from poor to prosperous. Most would agree with the 
importance of college education, even when people question how to pay for it, 
and free tuition would certainly remove a significant impediment that some 
people face when considering college. However, any debate about its merits 
should also raise issues about potential unintended negative consequences, such 
as effects on existing colleges and universities.  
Increased pressure to attend the most prestigious public institutions would make 
those universities so competitive that students from high schools with lower 
abilities to prepare students for college would probably lose out in the admission 
race at highly competitive universities. 
Free tuition to public universities may be welcomed by the parents of middle and 
upper-income families but could generate the unintended consequence of making 
it more difficult for students from high schools in lower-income districts to gain 
admission, probably not the social policy desired by people concerned with the 
inequality you read about in the last chapter. Moreover, parents with higher 
incomes can always pay for additional training programs and test preparation 
that could further stack the deck against lower-income students. 
What effect would free tuition at public universities have on private colleges and 
universities? Given the choice of paying $40-50,000 (or more) at private colleges 
across America, or free tuition at hundreds of state universities, what would be 
the choices of millions of future college consumers? Well-endowed, prestigious 
institutions might not be affected much but for the rest, a new chapter would be 
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written. For many private colleges and universities, that chapter would be 
Chapter 11. 
Studies at Harvard Business School report about half of small, poorly endowed 
liberal arts colleges are struggling for survival now. If free tuition is enacted as 
public policy, say “Goodbye” to most of the smaller private schools, and with 
them, students could say goodbye to the myriad choices in specialty, location, 
and experience offered by those institutions. “It was not our intention to 
eliminate private colleges,” might be the response of those who advocate free 
tuition, but likely would be the unintended consequence.  
A behavioral element to consider would be student motivation and incentives. As 
it stands, students that are paying for college have a strong incentive to consider 
what skills they gain from their degree and how they might create value in the 
future. While free college education may open more opportunities for students to 
invest time in studies of other subjects, the reality is that valuable skills are what 
drive prosperity. If students are not incentivized to seek valuable skills, the 
resulting education is unlikely to provide a path to prosperity even if it is free. 
Another potential behavioral result is that students who pay for college have 
incentives to work through challenges and finish their degrees to earn higher 
wages. However, when the students incur no cost to attending college, they lose 
little or nothing if they walk away. This could have disastrous results for 
retention and efficiency for college education, as it could lead to a significant 
drop in the percentage of students that finish their degree.  
Perhaps an alternative social policy would be free tuition at all schools, not just 
public institutions. The unintended behavioral result then would be to shift many 
students from public to more expensive private institutions. This would further 
compound the problems detailed above, eliminating the incentive and critical 
need that currently exists for efficiency and productivity in higher education, not 
to mention the extreme increase in the cost of such a policy. Probably not the 
intended consequence of these well-intentioned policies.  
Given these considerations, you might expect to see high enrollment rates in 
countries offering tuition-free college, such as Denmark, Sweden, and Norway. 
However, the rate at which people obtain higher education is lower in Denmark 
and Sweden than it is in the United States. A major reason for this lack of college 
enrollment is the low return on investment from university education. Based on 
recent numbers, students in America can expect a 65 percent increase in earnings 
after obtaining post-secondary education 
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In Denmark, Norway, and Sweden, this earnings boost is much lower. In 
Denmark, workers with a vocational, educational training degree (VET) earn 
about $70,798 USD on average a year according to Statistica, compared to 
$82,620 with a bachelor’s degree. Workers with graduate degrees earn more, 
with a Ph.D. averaging $113,976. Even with free tuition, the costs of living, fees 
and other expenses are so high that 70 percent of Swedish students still take out 
loans to attend a university.  
From a behavioral perspective, it makes sense that prospective students would be 
less inclined to pursue a university education if the benefits are significantly 
reduced. More importantly, application of economic theory predicts that as the 
number of college degrees grows rapidly, the salary expectations for a college 
degree are likely to decline (supply and demand). While this decline would then 
tend to bring balance by decreasing the number of students pursuing a degree, 
the decline in the value of a college education is an unintended consequence 
evident in other countries that have enacted such policies.  
As you saw in earlier chapters of this book, there are alternatives to paying high 
tuitions at expensive universities where students can acquire valuable skills that 
can lead to prosperity. Free tuition might also be a disincentive to gaining work 
experience that adds to both knowledge and employability of students. 
Moreover, it may draw people away from trades and other high-valued skill 
development. This is not to say that solutions could not be implemented to assist 
students in acquiring an education, but the takeaway here is that reasonable 
solutions must include a comprehensive discussion of how the unintended 
consequences will be managed. Clearly, there must be far more to such a policy 
than simply “free” education.  
 

Forgiving Student Debt 
An accumulation of high student debt is a similar problem facing many graduates 
of undergraduate as well as graduate, professional and specialized schools. The 
solution suggested by many is for lenders to forgive debts incurred by students. 
There is considerable appeal to such a well-motivated policy, at least among 
those who incurred great debt.  
The unanswered question is who pays the lender the forgiven amounts of debt? If 
the debt is government based, there would be support from some to let the 
government pay the debt, but this means that the debt is covered by the citizens 
of the country. In other words, those that learned a trade, incurred the risks of 
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starting their own businesses, or worked through college to avoid incurring debt 
will be responsible for paying off the loans of those who incurred large debts. 
According to the National Center for Education Statistics, during the 2019-2020 
school year the reported total for tuition, fees, room and board at private non-
profit four-year schools was an average of $45,570. At Harvard University, 
tuition costs $47,730, fees are $4,195, and room and board costs $17,682 for 
total billed costs of $69,607 before any aid students might receive. In either 
choice, or the many schools in between, a student can incur substantial debt. 
If a student chooses a community college, the reported tuition at public two-year 
schools is an average of $3,377 and it is more likely the student lives with a 
family member at much lower costs than students attending expensive 
universities. Students can then transfer to four-year universities to finish their 
degrees at significant savings. Is it socially responsible to provide debt 
forgiveness to students who attend high-priced schools by asking those that 
attended no school or that worked while at low-price schools to pay for it? It is 
hard to imagine that a policy designed to improve equity is intended to have this 
result.  
Pointing out these negative outcomes is not to suggest that nothing should be 
done about student debt. Rather, when unintended consequences for programs 
such as debt forgiveness are carefully analyzed at the inception of a social policy, 
the process might shape how social programs could be more effective. Students 
with excessive amounts of debt could receive partial forgiveness each year they 
serve in low-paying jobs in rural and urban areas with high concentrations of 
poverty. Graduates who receive M.D., D.O. or other health care provider degrees 
often leave school with large amounts of student debt. A debt forgiveness 
program could be formulated forgiving debt to recent graduates serving a 
specified number of years in underserved populations where it is difficult to 
attract qualified health care professionals, funded by taxing high income M.D.s, 
D.O.s and other providers in rich, urban areas.
Another possibility is to provide debt forgiveness or free tuition only for 
universities with tuitions below a low amount, perhaps $5,000. Perhaps local 
community colleges could be subsidized even more to induce students with 
financial constraints to reduce the amount of debt they undertake. This would 
provide valuable assistance to potential students who could not otherwise afford 
a university education and provide substantial pressure on other universities to 
improve their value proposition to students. Such a policy could create incentives 
for increased productivity and innovation in all universities without bankrupting 
the majority of small private schools. An unintended consequence of increased 
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productivity, of course, might be to reduce the average salaries paid to 
professors, a policy unlikely to generate much support in the academic 
community!  
The reason for considering unintended consequences of well-intentioned policies 
is to prevent problems that arise when social policies are implemented without 
considering all the likely behavioral side-effects. Considering unintended 
consequences at the beginning allows for circumspective solutions that decrease 
the probability of unforeseen problems.  

Keys to Prosperity 

Debt-free Education  
Problems are catalysts for solutions, especially for 
leaders educated as engineers, a discipline focused 
on solving problems. When Dr. Kristina Johnson 
became President of The Ohio State University, she 
applied her discipline as a Stanford-educated 
Electrical Engineer along with her extensive 
business experience and a research record with 
119 patents in her name to her new job as 
President. Her skills found a receptive environment 
in a land-grant university that produces more 
graduates from low-income families than all the 
top dozen highest ranked U.S. universities 
combined. 

The result was a program described as “The Scarlet 
and Gray Advantage,” based on funding from 
multiple sources, including student-paid 
internships and work experiences, state and 
federal assistance, family resources, and strong 
support from alumni and donors, accompanied by 
cost reductions based on increased productivity of 
university resources. 
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“Let me be clear,” Dr. Johnson commented, “this is 
not free college, (and) not a free tuition program. 
There will still be an expected student and family 
contribution, but we will ask our participating 
students to contribute in ways that are not career 
derailing and are instead career enhancing. The 
goal is to allow any participating student 
graduating with a bachelor’s degree to do so 
without debt.” Participating students commit to 
taking advantage of work opportunities and a 
financial literacy program. Dr. Johnson added, “I 
hope the program will be a model for the rest of 
our colleges in the state of Ohio as well as 
nationally.” 

President Johnson’s multi-faceted approach is an 
illuminating example of identifying solutions that 
consider (and offset) unintended consequences. 

Wealth Taxes 
As discussed in Chapter 3, the government is responsible for creating the 
environment that supports transactions between producers and consumers. 
Critical functions such as national defense and the protection of property rights 
require investment, and therefore, taxes are a necessary part of a strong 
economy. However, the debate about how to raise tax revenue includes many 
potential tax policies, all with varying consequences for the economy. 
You probably remember from the last chapter that a wealth tax is one of the 
policies proposed by Thomas Piketty in Capital in the Twenty-First Century. 
Taxing billionaires and other rich families a proportion – perhaps 2 to 5% – of 
their wealth every year sounds reasonable to many and over a decade would 
eliminate most of the wealth of rich families, a consequence some voters also 
regard as desirable. This should not come as a surprise, especially given the 
many potential social programs that could be supported with such a tax. Perhaps 
a wealth tax could be used for government-paid universal day care for all 
children under age five. Who could object to such well-intentioned motivations?  
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Raising taxes on the rich might appear to be a reasonable motive to well-
intentioned people especially if the money is used for good purposes, such as 
loan forgiveness for students, funding free tuition, or universal daycare 
provisions. The Laffer Curve, developed by Arthur Laffer who received both an 
MBA and Ph.D. from Stanford, causes some concern, however. It states that if 
tax rates are increased above an optimum level, then tax revenues may fall 
because higher tax rates discourage people from investing, working, creating 
jobs for other people, or paying their taxes. However, the shape of the curve is 
somewhat uncertain and should be augmented by analysis of how people behave 
in the real world.  
The unintended consequences of a wealth tax could be numerous. Among those 
results would be the difficulty of valuing assets to be taxed, the creativity and 
investment stimulated to avoid such a tax, and the possible negative economic 
consequences, especially effects on people who do not possess highly-valued 
skills. 
Beyond such concerns that arise from theory, there is the empirical question of 
why most European and other nations who tried a wealth tax have abandoned it. 
In 1990, there were 12 countries in Europe that had a wealth tax. Today there are 
only three. Analysts say it did not work for a lot of reasons. Among other things, 
it is costly to enforce. It pushed rich people out of the country, and the wealth 
taxes did not raise as much revenue as expected. Furthermore, it discourages 
investment from other nations. When wealth goes away, empirical evidence 
indicates, so do jobs and prosperity for both high- and low-skilled workers. The 
reasons why this occurs were discussed in previous chapters.  
Valuation of assets would be easy IF the rich kept most of their wealth in bank 
accounts, stocks and other easily measured (and tracked) financial instruments. 
But the wealthy often derive much of their wealth from privately-owned firms 
and LLCs whose value varies greatly from year to year depending on the 
economy and which family members manage. Such assets generate widely 
disparate opinions about their value (just ask divorce attorneys about disputed 
valuations), and include such oddities as family heirlooms, art collections and 
(non-income producing) personal property ranging from recreational retreats to 
designer clothing, rare wines, NFTs, and collectible cars. 
Even the IRS has found that the actual value of assets is only about half what is 
reported in lists of the very wealthy reported by business media. Estimates of 
how much would be generated by a wealth tax are notoriously overestimated in 
the empirical experience of countries that have tried to implement a wealth tax. 
Advocates for wealth tax sometimes refer to the Nordic countries of Denmark 
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and Sweden, which both dropped their wealth taxes because of the problems they 
created.  
The avoidance effects of a wealth tax are probably better estimated by behavioral 
economists than traditional economists. Misbehaving and “predictably irrational” 
people highly competent in accumulating wealth are also highly competent in 
restructuring their holdings and transferring them to areas of the world with no 
wealth tax. There is a reason very tall buildings full of financial firms and 
lawyers rise from the predominantly poor surroundings of Panama City, Panama, 
and other financial centers such as Gibraltar, Belize, and Cayman Islands. These 
places offer stability, regulation, and opportunity for confidentiality through 
limited liability and other instruments, to people and entities who appreciate the 
importance of privacy and anonymity.  
People sometimes observe the difference between wealthy people and the rest of 
us is the wealthy have more money. Another conclusion might also be the 
wealthy have more creativity in tax avoidance. And sometimes, those methods 
are even legal.  
In short, if a wealth tax encourages people to avoid taxes by moving their wealth 
to other places, who will create well-paying jobs for people who mow lawns, 
care for elders in retirement centers, paint houses, repair plumbing and HVAC, 
answer phones in call centers, serve customers in retail stores, pick and ship 
merchandise in warehouses, and create cuisine and serve it in restaurants? Who 
creates jobs for those people? Wealthy people who can afford to pay people for 
their valuable services as you read in earlier chapters.  
Census Bureau data reveal that only about a third of adults in the US have 
college degrees, and even that is a massive increase since 1940 when the Census 
first asked respondents about their education levels. In 1940, just 4.6 percent had 
a four-year degree, and they were mostly male. Since 2014, the proportion of 
women with 4 years of college or more is higher (35%) than the proportion of 
males (34%). In recent years women earned 61% of associate degrees, 57% of 
bachelor’s degrees, 59% of master’s degrees, and 53% of doctorates, and the 
proportions for women are continuing to increase. The people with degrees, 
whether male or female, are the people most likely to create jobs for people 
without degrees.  
Basic economic principles explain that people whose time has high monetary 
value often associated with advanced degrees employ service workers to save 
their time. Tax the wealthy more and expect fewer people able and willing to pay 
higher wages to people without degrees. That is probably not the intention 
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behind well-motivated high taxes on wealthy people, but it is likely to an 
unintended consequence.  
It is certainly reasonable to consider the benefits of a wealth tax (and other 
similar solutions), but it is also important to understand the potentially harmful 
results if enacted without serious empirical and behavioral analysis of the 
unintended consequences of such policies. Once these consequences are studied, 
such policies might be implemented very differently. 
Remember what happened to Rome when the government levied high taxes on 
the richest citizens? Historians report that the rich families left and took their 
wealth to other places, opening the gates to barbarians. Though the wealthy may 
not leave the country, their behavior will certainly change. Without objective 
analysis of the unintended consequences, you may be opening the door to 
barbarians unknown. 

Legalizing Marijuana and CBD 

Well-intentioned policies to legalize marijuana and CBD make it more available 
to consumers who like these products and may benefit from it for medical 
purposes. Additionally, states can collect taxes to pay for schools, addiction 
programs or other beneficial purposes, all good reasons for changes in social 
policies about the product.  
But there are unintended consequences. Traffic fatalities increased in Colorado 
after the state legalized use of recreational marijuana, an analysis published in 
2020 by JAMA Internal Medicine found. Since the state opted to legalize 
recreational use of the drug in 2014, there have been an additional 75 deaths 
resulting from traffic accidents, on average, annually, the researchers estimated. 
“We observed that recreational cannabis laws were associated with increases in 
traffic fatalities in Colorado but not in Washington state, [perhaps due to] the 
size of the marijuana industry in Colorado, evidence of cannabis tourism in 
Colorado and other local aspects,” study co-author Julian Santaella-Tenorio told 
media. According to the author, things such as purchasing limits, sales taxes, 
ability to grow cannabis at home and density of retail stores could be among the 
difference-makers. Careful analysis and further study of these variables could 
potentially reduce the impact of these consequences. 
In their analysis, Santaella-Tenorio and colleagues reviewed data on traffic 
fatalities in both Colorado and Oregon from the Fatality Analysis Reporting 
System. Their review covered a 12-year period from 2005 through 2017. “People 
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are concerned with the harmful unintended consequences [legalization] 
legislation may pose on communities,” Santaella-Tenorio said. “It is important to 
conduct policy evaluations studies that can shed light on these effects.” 
Additionally, there may be other evidence to account for then just the number of 
marijuana related traffic deaths. There have been a great many studies to 
investigate whether marijuana is a gateway drug to harder drugs, but results of 
those studied vary greatly and have not proven it to be a gateway drug. 
Connections exist between marijuana use and later use of harder drugs, but these 
connections are not the same as causation (just because a person goes on to take 
harder drugs does not mean that marijuana necessarily caused it). With that said, 
progression to harder drugs is significant when other risk factors are present. 
Genetics, behavioral family history, and environment have a large impact. 
You might find it surprising that studies by Dr. Marcus Bachhuber and other 
researchers found that opiate-related deaths decreased by approximately 33 
percent in 13 states in the following six years after medical marijuana was 
legalized. Thus, it is not clear if legalized marijuana increases the total number of 
deaths per year. 
In studies by the National Institute of Health, published in JAMA-Pediatrics, 
hospital visits and Regional Poison Control Centers (RPCs), Colorado cases for 
pediatric marijuana ingestion also increased significantly after legalization and at 
a higher rate than the rest of the United States. The number of children’s hospital 
visits and RPC case rates for marijuana exposures increased between the 2 years 
prior to and the 2 years after legalization. Almost half of the patients seen in the 
children's hospital in the 2 years after legalization had exposures from 
recreational marijuana, suggesting that legalization affects the incidence of 
exposures. Other studies in the pediatric medical literature report similar results. 
Certainly, this was an unintended – but predictable – consequence.  
More intriguingly, would you expect legalization to lead to an increase or 
decrease in illegal sales of marijuana? Will law enforcement be more likely or 
less likely to enforce illegal usage laws when legal usage is common? 
California’s governor, Gavin Newsom, declared that illegal growth in California 
“is getting worse, not better” and redeployed a contingent of National Guard 
troops stationed on the border with Mexico to go after illegal cannabis farms 
instead, according to NY Times and other media. 
It is possible to do research with consumers in areas where marijuana is legal and 
ask consumers, especially younger and lower-income consumers, where they buy 
their weed. The answer is often not in legal dispensaries. Why? Because the 
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price is often about a third on the street compared to legal dispensaries. Some 
people might ask, “How can illegal dealers afford to sell at much lower prices 
than the legal market?” The answer is basic economics. There are no sales taxes 
or income taxes in the illegal market, nor do these dealers face quality standards, 
overhead, and others costs that legitimate dealers must incur. 
Naturally, there is an increasing amount of research on the medical effects, both 
good and bad, from marijuana and CBD programs. Other behavioral results are 
starting to come into focus, observable in traffic deaths, crime rates, addiction 
statistics and knowledge gained by studying supply chains of drug dealers. Any 
area considering social policies of legalization of marijuana and other previously 
illegal drugs should closely follow these developments and the potential 
unintended consequences that are reasonable to consider. 

Keys to Prosperity 

Effects of Prohibition 
You may know someone who has experienced 
financial failure, mental problems or even death 
because of excessive use and addition to alcohol or 
other drugs. If the government prohibits the sale of 
such products, wouldn’t that prevent human 
suffering and increase prosperity? That was the 
rationale for passage of the 18th Amendment to 
the U.S. Constitution. banning the manufacture, 
transportation, and sale of intoxicating liquors, 
ushering in a period in American history known as 
Prohibition. 

It proved difficult to enforce and became 
associated with an increase in illegal production 
and sale of liquor (known as “bootlegging”), the 
proliferation of speakeasies (illegal drinking spots), 
and accompanying rise in gang violence and other 
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crimes which led to declining support for 
Prohibition, leading to its repeal in 1933. 

The unintended consequence of Prohibition was 
the rise of criminal activity associated with 
bootlegging. The most notorious example was 
Chicago gangster Al Capone, who earned $60 
million annually from bootleg operations and 
speakeasies. As a result, the annual budget of the 
Bureau of Prohibition doubled during the decade as 
it fought back against bootlegging. Moreover, the 
Coast Guard’s budget increased substantially as it 
attempted interdiction and enforcement, 
weakened by specialists in illegal alcohol 
production and corruption of public and law-
enforcement officials. Economists who study the 
effects of Prohibition estimate total expenditures 
on alcohol grew from less than four million dollars 
in 1920 to almost forty-five million in 1930.  

(Data excerpted from Mark Thornton, The 
Economics of Prohibition) 

Immigration Policies 
Should the U.S. encourage more immigration? Or less immigration? That is a 
subject reflecting citizen attitudes which can be investigated with tools from 
behavioral analysis. Surveys could be conducted among U.S. citizens to obtain 
opinions, but those surveys should probably be conducted from both immigrants 
and their descendants and descendants of non-immigrants. The latter category, 
however, would be a restricted number of original citizens found mostly on 
reservations owned by Native Americans or, in Canada, Original Nations and 
other indigenous peoples who lived in Canada thousands of years before 
Europeans arrived in either the U.S. or Canada. Most people in both the U.S. and 
Canada today are descendants of immigrants, both countries that prospered 
economically because of immigration.  
The desires of immigrants who arrived during the past few hundred years might 
create a desire to limit immigration mostly to people with the same ethnic 
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characteristics and values as the existing population, a policy incorporated into 
the Immigration and Nationality Act of 1952 (The McCarran-Walter Act). That 
Act included a system of immigration preferences to the families of citizens 
already living in the United States, a policy still in use today. 
President Truman was concerned about how decisions to maintain the national 
origins quota system would establish racially constructed quotas for some 
nations. He thought the new law was discriminatory and vetoed it, but the law 
had enough support in Congress to pass over his veto. 
An unintended consequence of immigration restriction is lower growth in the 
nation’s economy. For years, the most pressing problem of business firms in both 
the U.S. and Canada has been how to attract additional consumers. As you 
remember from Chapter 3, producers and consumers are responsible for about 
70% of GDP. When population growth slows, so does economic growth. In 
addition to the search for new customers, firms in the U.S. now also increasingly 
face the problem of how to get additional workers to produce. Even prior to the 
2020 pandemic, studies of Small and Medium (SMB) firms reported SMBs were 
turning down new business because they could not find enough qualified 
workers, a more fundamental problem than lack of new customers. Immigration 
could help solve both problems.  
The size of a population is determined by three factors: birth rates, death rates 
(longevity) and net migration. Immigration is more volatile and responsive to 
political preferences, but birth rates and death rates are both easy to forecast and 
exceedingly difficult to change. That is why these demographics are sometimes 
compared to a huge ship or a glacier in the ocean – difficult to alter course 
quickly once they are headed in a direction.  
The “replacement” fertility rate of 2.1 is required to renew the population, but by 
2018, fertility declined to 1.72, a record low. It has continued to decline since 
then and in 2020, the number of people in the normal employee category (16-64) 
declined in absolute numbers for the first time in history, according to the U.S. 
Census Bureau. This number would be even lower without the births of Hispanic 
and Asian babies, now almost 25% and 7% of births, respectively. 
All told, about 80% of counties in the U.S. are now declining in population 
because of the plummeting fertility rate, a reason economic growth is projected 
to be slower in the future than in the past. As you saw in Chapter 3, U.S. total 
population growth is now only 0.7% annually and even less, about 0.5%, for 
citizens under age 65. The fertility rate in Canada is even lower than the U.S. but 
Canada enacted policies to encourage immigration, giving it a higher total 
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population growth rate than the U.S., currently about 1.4% annually, the highest 
among G-7 countries. 
The Economic Innovation Group advocates an immigration policy that would 
stop the cycle, proposing entry be made available to skilled immigrants on the 
condition they go to counties struggling with demographic decline. The idea 
would be to create growth in the working-age population in those places, 
increasing the tax base and the demand for housing, and giving businesses a 
reason to invest. Without such policies, the unintended consequence of limiting 
immigration is to put the U.S. economy on a path toward the same type of 
economic decline facing Japan, where a few young people must support many 
older people living longer and longer. 
Remember the lessons you read about Singapore in Chapter 5? Singapore’s 
values made the country rich, including immigration policies soundly rooted in 
attracting people with skills needed for the 21st Century. The result was growing 
the nation from 1 million in 1950 to 5,836,602 in 2020. Objective analysis shows 
that immigration is one of the reasons for its economic prosperity. Not all 
immigrants to Singapore became rich, of course, but enough to create substantial 
reality in the popular book and movie “Crazy Rich Asians.” 
People – traditionally called “labor” by economists – offer an explanation with 
far more insights than what traditional economists call “capital” as a reason for 
prosperity. Immigration allowed Singapore to become one of the most 
prosperous nations in the world, an important fact to consider when you hear 
people expressing views about immigration policies. When discussing social 
policies, ask for facts, and you may want to be ready to compare immigration 
policies in nations such as Canada, Switzerland, and Singapore, as well as Japan. 
Pundits and dinner guests alike are unlikely to have considered the unintended 
consequences of overly restrictive immigration policies. 
You may wonder about the importance of thinking so much about demographics 
and policies such as immigration. You can’t personally control immigration 
policies any more than what happens with interest rates or the stock market, but 
you can control the amount you save for retirement. Boosting your personal 
savings ratio may bring you closer toward your retirement savings objective 
considering demographics and future trends. 
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Keys to Prosperity 

Demographics and You 
Social Security is a pay-as-you-go system, which 
means today's workers are paying taxes for the 
benefits received by today's retirees. However, 
demographic trends such as lower birth rates, 
higher retirement rates, and longer life spans are 
causing long-run fiscal challenges. There are simply 
not enough workers to support the growing 
number of beneficiaries. Social Security is not in 
danger of collapsing, but the clock is ticking on the 
program's ability to pay full benefits.  

It is easy to postpone thinking about the future 
when you are young, but no matter what the future 
holds for Social Security, your retirement destiny is 
in your hands now. The key to future prosperity is 
to start saving when you are young, saving as much 
as possible for retirement while you are working. 
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Don't wait until you have one foot out the door to 
consider your retirement income strategy. 

Mandatory Minimum Wage 
Another controversial topic is that of the minimum wage. Poverty is a genuine 
problem even here in the United States. Research from a multitude of sources 
confirm that poverty, and especially child poverty, is decreased when the 
minimum wage is increased. That alone is a significant benefit to society. 
Raising the minimum wage could also lower the amount of government transfers 
needed to support those who currently rely on housing and food support to make 
ends meet, an additional (potentially significant) positive consequence. 
The passing of time is a significant factor as well. Few people in the USA would 
complain that the current minimum wage of $7.25 is too much. Many people 
might recall working for that much when they were starting their own first job, 
and subsequently believed this amount was fair compensation. However, the 
reality of inflation is important to consider and since the most recent minimum 
wage increase in 2009, prices in the United States have risen more than 30%. In 
other words, if $7.25 was a reasonable minimum wage in 2009, then inflation 
alone suggests raising the minimum wage to compensate for the significant rise 
in prices over that period. A minimum wage increase could certainly be helpful 
for people working at rates below the new minimums, but as always it is 
important to understand the potential unintended consequences of a policy. 
According to 2020 data from the U.S. Bureau of Labor Statistics, minimum wage 
workers are mostly young with the majority in the 16-19 age group (think 
McDonald’s and Wendy’s). Among workers over age 25, the data report 1.0% 
are at or below minimum wage. It should also be noted that estimates of workers 
paid at or below the federal minimum wage are based solely on the reported 
hourly wage, which does not include overtime pay, tips, or commissions. 
For example, a quick investigation of McDonald’s website shows that eligible 
crew have access to $2,500/year as scholarship assistance. Eligible Managers at 
McDonald’s have access to $3,000/year. Participants have a choice for how they 
apply this funding – whether to a community college, four-year university, or 
trade school. Given the previous discussion of how impactful education can be in 
creating prosperity, this is a particularly valuable benefit to both workers and 
society if they choose to take advantage of it. 
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Also remember that “minimum wage” is more accurately described as “starting 
wage.” Some firms have 80 to 85 percent of their highest-paid executives having 
started at minimum wage a few decades earlier. Walmart’s CEO Doug McMillon 
is the poster child for employees who start at minimum wage but do not stay 
there. That’s not unusual at Walmart and many other successful firms. An 
excellent narrative of how Ron Loveless started as a stockboy at Walmart, born 
to a welfare-supported family in Hiwassee, Arkansas (population 98), rising 
through the ranks to become the innovative first president of Sam’s Club. You 
can read the insightful story in his book, Walmart Inside Out. It is also an 
excellent source to understand how corporate culture creates successful firms. 
With that said, this raises the question of incentives. What happens to worker 
productivity when minimum wage is increased? Evaluation of the incentives and 
subsequent behavior yield somewhat of a mixed result. Naturally, a higher wage 
would induce people to want to keep their job, and subsequently could result in 
lower employee turnover and a reduction in training costs. 
However, while a higher wage is certainly more attractive, for jobs without 
significant career advancement opportunities the incentive to work at the new 
wage is essentially the same – to work just hard enough to not get fired. This is 
not to say that no employees will work hard, but if you consider the people you 
have worked with throughout your career, you can likely think of some 
colleagues that displayed this “doing the bare minimum” behavior. In short, 
minimum wage increases can be used to increase productivity, but performance 
metrics that incentivize productive employees should be considered alongside 
wage increases if increased productivity is the goal. 
As an extreme example, consider the Gravity Payments company in Seattle that 
increased the minimum salary for all employees to $70,000 in 2015. Not only 
was the company able to increase the salary of many of its workers, the company 
rapidly increased both productivity and profitability shortly thereafter. As you 
might expect, this also increased employee retention. With that said, the major 
driver of this profit increase was the 55% increase in the number of clients that 
Gravity Payments served in 2015, ostensibly driven by the publicity of the 
policy. While Gravity Payments did hire extra workers, the firm did not need to 
increase its workforce by much given the increased productivity. 
Gravity Payments had done well to motivate their employees. However, you 
must be careful to recognize the reality that Gravity Payments was a single firm 
in a unique situation. If the state of Washington had mandated such a change for 
all firms, there would have been no publicity and the subsequent growth would 
not have occurred to compensate for the significantly increased labor costs. 
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Moreover, the incentive to work harder to stay employed at Gravity Payments 
would be significantly reduced, given that every company in the state would then 
pay the same $70,000 minimum salary. 
An even more concerning consequence of minimum wage increases is that the 
incentives that do create significant reasons to work harder, the possibility of a 
promotion, are diminished when the base pay gets closer to the next highest 
level. Working hard for a $1 per hour promotion/raise is simply not as attractive 
as working hard for a $3 per hour promotion/raise. This can also create some 
anger in those that had previously “worked their way up.” Note that this very 
thing occurred when Gravity Payments increased their base salary, leading to 
several long-term employees making the same amount as new employees. The 
CEO of Gravity Payments later admitted the unfairness of the policy to long term 
workers, and not only offered them an apology, but gave them small raises to let 
them know that they too were appreciated. 
The great irony of higher mandatory minimum wage laws is their effect on the 
most vulnerable of workers – the minimally educated, people with special needs 
challenges, and teens contributing to family income in single-parent households 
struggling with poverty. Mandatory minimum wage laws create pressure to 
replace such workers with faceless kiosks and robotic French fry cooks and 
burger flippers. 
Note that multiple historic studies have claimed that employment does not 
always decrease after a minimum wage increase but drawing fair comparisons to 
show these results is extremely challenging given differences across time and 
location. Therefore, the validity of these studies can often be questioned. 
Moreover, many of these studies use older data that may not be relevant given 
that technology used to replace low-skilled workers has improved rapidly in 
recent years. Now more than ever, mandatory minimums above the prevailing 
rate nudge independent restaurants to replace younger, low-skilled employees 
with automation.  
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Keys to Prosperity 

The Effects of Minimum Wage Increases 
Economists have studied the effects of minimum 
wage increases for decades. One common question 
tends to be whether increased minimum wages 
lead to decreases in employment. As often 
happens, the conclusions have very mixed results, 
but this should not be surprising. To see this, 
consider the situation and the resulting behavioral 
realities.  

Put simply, profit is revenue minus costs. When the 
minimum wage increases, costs for an individual 
low-skilled worker will increase. This means that 
some things in this equation must change. First, it 
is possible that revenue could be increased via a 
price increase to compensate for the increase in 
costs. Second, it is possible that the firm could hire 
fewer low-skilled workers (or give them fewer 
hours). Note that this requires an increase in the 
productivity of the remaining workers/work hours. 
Third, it is possible that the firm could simply 
accept the lower profitability. Consider that the 
reason economists throughout history have not 
been able to pinpoint which of these happens 
when wages are increased is because the answer is 
likely “all of the above” depending on the situation. 

The outcome of a minimum wage increase will 
depend heavily on the firm, its location, its 
employees, and its customers. Firms with high 
margins and price-sensitive customers may choose 
to offset minimum wage increases through a 
combination of accepting lower margins, 
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decreasing the hours for low-skilled workers, or 
some combination of the two. Firms that have 
trouble keeping employees and have customers 
that are less price-sensitive may choose to simply 
increase their prices. 

But firms with low margins and price-sensitive 
customers may have little choice but to decrease 
employment (or go out of business altogether). 
Even the famous paper by recent Nobel winners 
Alan Krueger and David Card showed an increase in 
prices after the minimum wage increase in 
question and mention the difficulties of how price 
changes can be impacted by the characteristics of 
the competitive environment. 

Unfortunately, they fail to discuss how these same 
factors could affect their employment results. As 
mentioned above, there are significant 
econometric challenges in drawing valid 
conclusions from such data. A discussion by fellow 
Nobel economist John Angrist, in his book Mostly 
Harmless Econometrics, points out a serious 
methodological flaw in the Kreuger and Card 
analysis that leaves the validity of their conclusions 
in doubt. Ironically, these three brilliant scholars all 
won the 2021 Nobel prize together! 

Needless to say, firms do tend to find a way to deal 
with wage increases. A recent article in the Harvard 
Business Review by economists Qiuping Yu, Shawn 
Mankad, and Masha Shunko, highlights research 
showing creative ways that employers can offset 
losses due to a minimum wage increase. In short, 
workers are frequently harmed by subsequent 
changes in scheduling, benefits, and other factors. 
The authors go on to recommend more well-
designed policies to accompany wage increases 
that could potentially prevent these unintended 
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consequences for workers. With that said, the cost 
of the increased minimum wage will be paid by 
someone, and it is unlikely to be only the firms. 

Even the non-partisan U.S. Congressional Budget Office estimates that a $15 
mandatory minimum law would cause 1.3 million or more Americans to lose 
their jobs. But this comes with the caveat that this outcome is unlikely to be 
consistent across the country. A $15 per hour minimum wage might not affect 
many people in New York City or San Francisco, but in rural America and small 
towns, it could potentially put a substantial number of firms out of business, 
often in areas already struggling economically (WSJ, August 12, 2019). 
Additionally, the firms pushed out of business would predominantly be SMBs. 
To see why, consider the average annual pay per employee for U.S. businesses 
relative to their size. According to U.S. Census Bureau data from 2019, the 
average pay was $44,503 for small enterprises (<100 employees), while the 
average pay for large enterprises was $63,847 (>5000 employees). 
Though it needs to be noted that there are a significant number of exceptions, 
overall, small businesses tend to pay employees significantly less on average 
than large businesses. As a result, these small businesses are more likely to be 
affected by an increase in the minimum wage. In fact, a recent survey of small 
business owners by the National Bureau of Independent Businesses (NFIB), 
found that 74% of the surveyed small businesses said that they would be 
negatively impacted by a $15 per hour minimum wage. Moreover, 89% of those 
firms said that they would experience less overall profit, 87% stated that they 
would increase prices, and 58% said that they would decrease the number of 
their employees. 
Higher minimum wages can also prevent small, innovative firms from capturing 
market shares of large, established firms. There are many reasons that employees 
might choose to work for a small business that pays less, for example, better 
work culture, more flexibility, the possibility of growing with a small startup, 
and the ability to have a greater impact in the company. Regardless of the reason, 
small firms with lower wage burdens can diminish the dominance of complacent 
corporate giants by attacking them segment-by-segment. Ironically, the problem 
of monopolies was the same economic issue that distressed Joseph Schumpeter 
and his Austrian marginal-revolutionary friends discussing the issue late into the 
night in Vienna coffee shops more than a century ago. It is unlikely that those 
seeking to increase the minimum wage are intending to drive an increase in 
monopolies. 
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As mentioned in chapter 3, an important key for prosperity is the acquisition of 
valuable skills. Of course, this assumes that the wages for a particular skillset are 
determined by the value and availability of those skills in the labor market. Many 
firms have found it difficult to locate and hire individuals to fill open positions in 
the wake of Covid-19. As a result, wages for many positions, entry level or 
otherwise, should be on the rise. As expected, data from the US labor department 
shows that wages are indeed rising substantially. In other words, the labor market 
appears to be working. The resulting question is whether or not government 
intervention via a minimum wage increase would be a better approach than 
relying upon the market. 
A higher national mandatory minimum wage has many benefits and is certainly 
worthy of consideration as a solution to poverty. However, complex problems 
typically require complex solutions. Consider the answer to the question: “What 
would be the unintended consequences for the nation’s most vulnerable workers 
and firms?” If wages are mandated above the market price, is that helpful to the 
most vulnerable workers whose salaries could go to zero dollars an hour instead 
of the expected higher rate? This is not to say that increases in the minimum 
wage are a bad idea, only that the resulting consequences must be considered in 
the development of such policy. For example, it is possible that any workers who 
lose their jobs could be assisted in finding new and more rewarding forms of 
employment, but this requires equal access to educational opportunity, a problem 
we have already discussed that also needs to be addressed! 
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Keys to Prosperity 

The Rise of the Machines 
A common argument against the minimum wage is 
that human labor will be replaced by machines. Of 
course, this would only benefit firms if the total 
cost of the automated “worker” is less than the 
total cost of the employee(s) it replaces. Naturally, 
there are differences from industry to industry, but 
there is historical evidence to believe this is a 
concern for some employees. 

According to a recent study by Oxford Economics, 
nearly half of the unfilled US jobs in the post-covid 
recovery are in danger of replacement via 
automation. As these are jobs are primarily in food 
service, retail, and manufacturing, it is possible that 
a minimum wage increase would accelerate this 
replacement. However, there may be reasons to be 
concerned even if your current job pays more than 
minimum wage.  

As mentioned above, post-covid wages are on the 
rise. While this might be good news to workers, the 
reality is that many jobs in coming decades will be 
under the same threat for similar reasons. In fact, 
McKinsey & Co recently forecasted that 45 million 
US jobs will be automated by 2030, a sobering 
number. 

While there is some question as to how negatively 
this will impact the total number of US jobs, the 
reality is that sometime in the future it is likely the 
demand for US labor may decrease significantly. 
These forecasts are often used as justification for 
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considering a universal basic income (guaranteed 
income for all adults in the country).  

So, what does this mean for you? If you are in the 
market for a career change, consider careers that 
create value in a way that is difficult to replace with 
a machine. If not, consider how you can increase 
the value you create for your employer both now 
and in the future. Finally, regardless of how you 
feel about a universal basic income now, you may 
want to consider how the nation will find solutions 
to a lack of available employment in the future. This 
may not be so far from now as you might imagine! 

Financial Transaction Taxes (FTT) 
Where can the U.S. find tax sources for all the programs desperately needed? 
Taxation of Wall Street is one solution proposed to pay for well-intentioned 
policies. A Financial Transfer Tax (FTT) on share transfers sounds good because 
many do not care if Wall Street pays more. 
A proposed Financial Transaction Tax would apply to every transaction made in 
the United States or by a U.S. person, including retail investors. There could be 
various amounts such as one suggested by Senator Bernie Sanders at a rate of 0.5 
percent on stocks, 0.1 percent on bonds, and .005 percent on derivatives. It might 
be assumed this would focus on the richest, although wealthy people tend to 
make investments with little volatility rather than frequent trades as day traders 
and hedge funds often do. This would also tax not just wealthy stock traders, but 
everyone with a 401(k) or college savings plan.  
In a digital age it is easier for transactions to be moved to nations or cities with 
lower taxes. Some stock exchanges already have FTTs, but many do not, 
creating competition to historic U.S. dominance. The Chinese cities of Shanghai 
and Shenzhen are each home to stock exchanges with market caps rivalling 
Europe's major exchanges. Shanghai stock exchange is China's largest, doubling 
its market capitalization in the past few years. Most listed companies are large, 
state-owned companies responsible for China's economic growth. Most investors 
are pension funds and banks.  
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Currently, the U.S. is home to the most desirable stock exchange in the world, 
attracting investment from many countries. Taxes on transactions could have the 
unintended result of taking jobs from the U.S., moving them to the Chinese 
markets (including Hong Kong) as well as competitive markets in London, 
Tokyo, Singapore, and other cities. 
The intention is to increase tax revenue, but which shareholders would be the 
ones paying the taxes? It is easy to think of the stock market as the playground of 
hedge funds and day-traders, but the reality is most of the stock market is owned 
by average people in their retirement accounts doing one thing – helping people 
retire. Seventy-two percent of the value of all domestically held stocks is owned 
by pension plans, 401(k)s and individual retirement accounts, or held by life 
insurance companies to fund annuities and death benefits. 
What occupation owns the most shares of public companies? People might find 
teachers a surprising answer, but mutual funds are the primary assets of pension 
funds, and Teachers Insurance and Annuity Association of America (TIAA) is 
the largest. Does the average U.S. voter really want the unintended consequence 
of taxing teachers by reducing yields on TIAA, CALPERS, and state pension 
funds such as STRS and OPERS? Moreover, according to the Federal Reserve, 
52% of households in the U.S. own stocks, and more NYSE individual shares are 
owned by women than men. Should a well-intentioned social policy be financed 
by taxing women more than men?  
An additional challenge is that policymakers are split on the point of the tax. Is it 
to raise revenue from members of society or is it a “sin tax” on the finance sector 
for frequent trading? Voters may support the idea of FTT, but nations fear that 
imposing a levy on financial trades would push investors to move transactions to 
other countries, a fear that has stopped many governments from demanding a 
broad-ranging tax – or supporting it at all. Asian countries take pride in 
providing competitive tax frameworks for investors and are reducing, rather than 
expanding, their already modest FTTs. In South Korea, the securities transaction 
tax on stock trading is being phased out as the government seeks other sources of 
investment income tax and expands taxation on capital gains. This raises 
significant questions about the unintended consequences of FTT. 

Medicare for All 
There have been proposals calling for Medicare for All. A more realistic 
description of government-provided health care for everyone might be Medicaid 
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for All not covered by insurance or personal funds, but that label has less vote-
getting appeal. In the U.S., Medicaid is administered by states, aided by the 
Federal government, as is health care in Canada, with each Province having its 
own system, aided by the federal government. In Ontario for example, health 
care is provided by OHIP but in British Columbia, health care is provided by 
British Columbia MSP. Like most industrialized nations, Canada now has a two-
tier system of free government health care but a private system for people or 
employers who can afford it.  
In the U.S., hospitals receive a reduced rate for Medicare treatment, but currently 
that applies only to a minority of their patients. With Medicare for all, those rates 
would apply for all. The unintended consequence could be to put many hospitals 
out of business, especially in rural areas unless appropriate policies are put in 
place. This could create even more shortages of health care for the masses of 
consumers and drive affluent consumers to a private solution as has happened in 
the two-tier health care systems found in other industrialized countries such as 
Canada, Britain, Sweden, Australia, and other nations. 
Consider the NHS system in Britain to determine what happens to the incomes of 
health care providers (and eventually supply of providers) as well as availability 
and delay in access to the masses with the policy of Medicare for all. The data 
from other countries are readily available and useful in evaluating social policies 
such as Medicare for all. Government-paid health care in the nearby neighbor of 
the U.S is described by a Canadian researcher in the accompanying Prosperity 
Key. 
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Keys to Prosperity 

Medicare for All? 
Health care costs disrupt the prosperity of affected 
individuals and families, causing many to conclude 
it would be better to have health care costs paid by 
the government rather than employers or 
individuals. Many nations do that, and when U.S. 
citizens consider the issue, they sometimes cite 
programs of other nations, especially nearby 
neighbor Canada and Mother England.  

When considering such policies, it is productive to 
examine facts about potential unintended 
consequences. Consider Canada, where 1.2 million 
Canadians are on waitlists for critical medical 
treatment. Patients face a median wait of 22.6 
weeks for care from a specialist following referral 
by a general practitioner. Similar facts are observed 
in Great Britain’s National Health Service. The 
Guardian reported the number of people waiting 
to start treatment in England recently was at an all-
time peak of 5.8 million. 

One U.K. man was recently told he would have to 
wait three years to have a decayed tooth removed. 
A couple in Northern Ireland learned that their 12-
year-old son couldn’t have urgent scoliosis surgery 
for more than two years. The total number of 
people waiting at any given time for treatment has 
climbed steadily since 2008. Severe wait times at 
the National Health Service have led many to turn 
to private providers, in some cases going abroad 
for treatment. In these cases, they pay for care out 
of pocket.  
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Examining OECD data from 2022, the U.S. was on 
the higher side for the share of people who 
sometimes, rarely, or never get an answer from 
their regular doctor on the same day at 28%. 
Canada had the highest at 33% and Switzerland had 
the lowest at 12%. The U.S. was towards the lower 
end for the share of people waiting one month or 
more for a specialist appointment at 27%. Canada 
and Norway tied for the highest at 61% each and 
Switzerland had the lowest at 23%. 

The Fraser Institute, a Vancouver research group, 
issued a report calculating how much the average 
Canadian family pays in taxes each year for their 
publicly provided health care. The total comes to 
just over $15,000 Canadian for a family of four 
(about $12,000 USD). Long wait times also affect 
productivity. According to Fraser, the costs 
associated with waiting for treatment from a 
specialist in Canada are nearly $3 billion per year. 
People in discomfort or pain tend to be less 
productive. That doesn’t include wages lost while 
waiting ten-plus weeks for an appointment with a 
specialist or losses realized by family members who 
quit jobs to take care of loved ones waiting for care. 

[Data excerpts from report by Sally C. Pipes, 
American Institute for Economic Research, 
December 9, 2021. Ms. Pipes is also author of False 
Premise, False Promise: The Disastrous Reality of 
Medicare for All, 2020.] 

While the statistics and anecdotes in the key above report some comparisons 
between countries, the ultimate question for U.S. readers to consider is how these 
reports compare to their own experience with both primary care providers and 
specialists in their nation. One of the changing circumstances of the health care 
system in the U.S.in recent decades has been a difference in availability of 
primary and specialist care. Incentives for higher income have created an 
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increase in supply of specialists compared to primary care, causing adjustments 
to more care in urgent care centers and other alternative arrangements. Although 
it is difficult to measure differences in wait times across alternative health plans, 
consumer reports indicate the Canadian system has less access (and more wait 
time) for specialists than to primary care. 
When care is free, objective analysis of the data reveals that demand soars, 
causing shortages. Some of this increase will be from people that couldn’t 
previously afford healthcare, a definite positive, but some will also be from 
people who are simply overusing the system for ailments that do not require a 
physician. Regardless of the causes of the increased demand, the U.S. is already 
facing a shortage of surgeons, nurses, and other providers, reported in The 
Coming Shortage of Surgeons: Why They Are Disappearing and What That 
Means for Our Health by Thomas E. Williams Jr. M.D. Ph.D., E. Christopher 
Ellison M.D., et al. The immediate solution to the shortage has been to import an 
increasing number of U.S physicians and providers from other countries such as 
the Philippines, India, and low wage countries, causing provider supply problems 
for those countries. There are alternative approaches and operational methods to 
provide high quality care at lower prices such as the Narayana Hospital, 
described in the next chapter and which you can read about in Clayton 
Christensen’s Prosperity Paradox. 
The costs of healthcare (in any program) are a significant concern. Solutions as 
alternatives in Medicare for All include Consumer Driven Health Care (CDHC), 
the common approach in the U.S. for groceries, cars, and most other services. 
Switzerland and Singapore offer practical examples of how to make health care 
costs more affordable and effective than current U.S. health care systems, and 
more effective than England or Canada, via well-designed government mandates 
fulfilled by private insurance companies. You can read how Switzerland and 
Singapore provide health care that is both efficient and affordable in “Consumer-
Driven Health Care: Lessons from Switzerland, in JAMA (vol 292, No 10) by Dr. 
Regina Herzlinger and Dr. Ramin Parsa-Parsi. They are also described in the 
book Consumer Driven Health Care by Roger Blackwell, Dr. Tom Williams, 
and Alan Ayers.  
Regardless of the proposed solution to the healthcare problem in the United 
States, a “Just the facts” approach to Medicare for All discloses alternatives to 
address the unintended consequences of this well-intentioned policy. 
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Just the Facts! 
As you read through the diversity of social policies described in this chapter, you 
may have thought of other issues that probably have unintended consequences 
beyond the ones in this chapter. When voting on candidates expressing views on 
each of these and other problems, be sure to ask the advocate of well-intentioned 
policies, what are the unintended consequences? Because there are unintended 
consequences does not mean proposals for solutions should not be adopted, but it 
does mean well-intentioned policies should not be adopted without considering 
their unintended consequences, a process that might improve whatever policy is 
adopted.  
The social policies described in this chapter are sometimes identified with one 
political party or another, but objective analysis is apolitical, focusing on facts 
rather than opinions. When discussing policies such as those described above, 
the best response to most of the issues is “Show me the data.”  
What type of economic system provides the most effective framework for 
implementing socially desirable policies? That is a more important question than 
specific issues addressed in this chapter – and the topic for the next chapter. Are 
you prepared to park your predispositions and say, “Just the facts?” 



EXCERPT

182 

Discussion Questions 

• What is some proposed government policy that you currently support?
Spend some time carefully determining the behavioral effects of these
policies and the resulting unintended consequences. How might the effect
of these consequences be mitigated?

• What is the “fair share” of income that people in differing income levels
should pay in taxes? What are the economic consequences of paying more
or less than their “fair share”?

• Of the topics examined in this chapter or others proposed currently, what
additional facts or data would you want to observe and analyze to
determine both intended and unintended consequences?
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