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I. Austrian Economics = Reality Economics

I am a Business Man which is to say I am a Professional Calculator of Risk and Risk Taker. I also am the guy who faces the Unknown and the Unknowable; this is something extra special which economists Frank H. Knight and Ludwig von Mises called ‘Uncertainty’.
Risk and Uncertainty are always there and they both are something everyone wishes would go away. At least with Risk you can calculate probabilities; but there are also things that are totally Unknown and Unknowable – these are those pesky Uncertainties about the future. Understanding Risk and Uncertainty and our willingness – or not – to take on Risk and Uncertainty tells us a lot about ourselves and how we approach the world.
For example, in “The Concise Guide to Economics” author Jim Cox says that the Entrepreneur Risks and Waits and you should note these are two things that the Employee cannot do – the Employee must be pretty darn sure that they are going to get paid at the end of the week or they just won’t show up!  
The Entrepreneur can’t just quit like that. He doesn’t know if there will be Money Left Over so that he too can get paid; he must Risk and Wait to see. 

Now Risks are something that you can pretty much figure out; you can calculate the probabilities of whether the Sun is going to come up tomorrow or whether people will sprout wings and start flying tomorrow.  
An Entrepreneur looks into the future and looks for these Probabilities and makes an Educated Guess. If he guesses wrong he suffers. If a sudden game changing event occurs that he could not possibly have seen coming he suffers. Back in New Orleans in 2005, all the best planning for that new Store, Restaurant or Tourist Business wouldn’t have helped a bit when Hurricane Katrina suddenly blew in and put you out of business. Here in Iowa City in 2009 when a Flood, the likes of which had never been seen before by any living person, destroyed many businesses that went, literally, under.
Let’s talk for a minute more about Businesses, Risk and Uncertainty. 
Why do businesses Fail? I have tried very hard to understand why I have failed in various business ventures I have attempted in the past.
The best summary statement I have come up with is that I, the Entrepreneur, did not calculate all of the Risks correctly and/or I got blindsided by something that I could not know was coming.
All of the Many Risks (and by the way each variable is a Risk) needs to be constantly and correctly assessed. 
There are two types of Risk that a business person needs to properly and correctly assess: 
Technical Risks like – in my business – assessing whether a particular Market will go up or down, for one example.

Even more importantly – all the Systemic Risks – which in my business means what are the factors that are making the Market goes up and down.
Both are vitally important. (I refer you to more info on this concept of Systemic Knowledge in Chp 1 of my book, Secrets About Money That Put You At Risk)
But notice, Systemic Risk is more subtle and more pervasive. If I can understand the more Subtle Structures of Risk then I can understand Why my Market(s) are likely to go up or down.
And – if I can do that – then I can better calculate (Guess) what moves I should make next.

Therefore I need to know what is Real because the Market unforgivingly demands of me, the Business Man, to Calculate and Risk correctly – or else I lose.
Austrian Economics provides me with the best basic tool kit for understanding how this bigger picture all fits together – for Real. 
I don’t want to talk too much about the Method that Austrian Economics uses. But I encourage you to read Hans Hermann-Hoppe’s book, “Economic Science and the Austrian Method”. It will teach you that Economics (not just Austrian Economics, btw) is Purely a Deductive Science.
Briefly I will just mention that here you get into the realm of philosophy called “Epistemology” which is the study of “How we know things”.
We are not taught Logic in Grade School. All of us were taught in Grade School that the Only Valid Method of How We Know Things is called the Scientific Method - which is great for the Physical Sciences.

But it’s not so great for the Social Sciences. 
Why? Because it is impossible to replicate in any controlled experiment the trillions of choices that multitudes of people make the sum total of which – are the outcomes that result. 

In short: Because people are constantly changing their minds and they are executing those changing decisions based on constantly changing conditions….since the World is Constantly Changing.  
And to make it even more interesting people are evaluating and acting in this constantly changing World with Constantly Changing Information, Calculations, Choices and Degrees of Competence. Think of a Football Game. This is why we don’t know at the beginning of the Game who will win – Green Bay or the Steelers.

But it is also true that you can collect enough data from the past that will help you guess. But you’re still guessing, you are still Risking.

Reality Economics, which is what I call Austrian Economics, trys to look at both the Subtle Structural Principles that apply to all Human Interaction and the Historical Examples which demonstrates how these Principles have shown up in the past.
The Result is that – for the businessman – I can better understand “What” is going to happen with pretty good clarity. 
What I cannot know as well is “The How – the exact circumstances that will occur” and 
What I cannot know at all is “The When”.

For example, Right Now, via studying Austrian/ Reality Economics it is very clear that Fiat Money is unsustainable. But When will it collapse? How long is it going to take? And what are we going to go through while that happens?
Frankly, I could make the case that it could take decades more. It is entirely possible that the current Fiat Money “Regime” may be replaced by another Fiat Money system that may simply kick the can further down the road, followed by even another.
Why do I say that?

Keep in mind it took 100’s of years for the consistent debasement of money to ultimately bring down Rome. Here I refer you to two resources.

First, you should look at Edward Gibbons’ Decline and Fall of the Roman Empire, written in 1776, in which he comments that ‘the wonder was not that Roman Empire fell, but rather that it lasted so long.’
The second resource that I would refer you to is the excellent lecture by Joseph Peden called Inflation and the Fall of the Roman Empire which you can find in the archives of LewRockwell.com (here http://www.lewrockwell.com/orig10/peden1.1.1.html ). 
Peden’s essay is well worth studying so you can more properly assess the Risks you are facing which I will hope allow you to understand “Reality” as you encounter it more effectively and therefore create your better and happier life for yourself.

II. Anarcho-Capitalism and Peaceful Cooperation

How many of you have heard this term ‘Anarcho-Capitalism’? Ok, since there are some of you for which this is a new term I want to briefly introduce it to you. 

An Anarcho-Capitalist is the exact opposite of someone who wants a Centrally Controlled Economy. In fact, I like to say that Anarcho-Capitalists can be called extreme advocates of Free Markets because they say that we don’t need Government at all for us to live harmoniously with each other; they present scholarship of how we could Privatize EVERYTHING.  Some people dismiss this notion as silly. Others think of them politely, as Extreme Optimists. 
Yet, some of the most powerful scholars in Austrian Economics present excellent arguments as to how Anarcho-Capitalism can, indeed, work practically in the world. I like to refer to them as Peaceful Cooperationists, which is a term I think better describes them.
I would like to mention here that the people that came up with this term, ‘Anarcho-Capitalist’ are Serious Academics.  It is useful to note that when defining terms, I have found that Academics are most concerned with the term’s accuracy based on their understanding of language. They will debate and write volumes on which term is better until they get it just right – to them. 

The one thing they don’t look at is how people RESPOND to that term. Academics don’t trouble themselves with that. However, we Business people deeply trouble ourselves with how people respond to various Words we choose to use. That is because …. Well, it matters if you want people to respond to you in a positive way; you have to LISTEN to how people react and adjust your terms so that they can hear you. Otherwise, they take their business elsewhere.

I think we Austrians shoot ourselves in the foot by calling ourselves Anarchists because the word is equated with chaos and violence which is the opposite of what we mean. 

I think it is Intellectual Laziness and/or Arrogance to continue to insist on using this term Anarcho-Capitalism. It is very “Ivory Tower”. The scholars I have mentioned this to have mostly shrugged it off. They have an attitude of “That’s the World’s problem for they can’t see it our way.”  So far, my comments on this topic have not made a dent.
I think this is very short sighted and believe it is one of THE reasons we are continuously marginalized in the Press and Media.

It is as if we come to school to teach little children while we are dressed like Hell’s Angels and tell the Parents to “Get over it.”
** Peaceful Cooperation is not only the Result we are looking for, it also summarizes the Structures that we need to create in order to have it. **
We will always need Rules and Laws. However, the Peaceful Cooperationist asserts that we don’t need Government to create or enforce those Rules and Laws.

Will the World look differently if we accomplish any measure of this? Radically so.

Will it be perfect? No, not even close. 
Why? Because there will always be people operating at different levels of awareness and some will not observe the Rules and Laws, no matter what.

A lot of what Radio Free Market is going to be exploring over the next year is to bring to the Public Awareness the many many Non Governmental Options we have to create this more “Peaceful Cooperation”.

We have already done two shows that get into this: “Stateless but Not Lawless” with Tom DiLorenzo and “Stateless and More Peaceful in Somalia” with Dr. Benjamin Powell that also featured Mr Drew Hjelm, who Spearheaded and was the Special Commentator for that show.

And we are going to significantly explore the role of Privatization which is a topic we have touched on in various shows.

We are going to build on the concept of “Separation of Church and State” which was a revolutionary concept when it was first introduced. A few hundred years ago it was an Unimaginable Concept that is still transforming the world today.
In the upcoming months we will be talking even more about: 
· Separation of Money and State
· Separation of Banking and State
· Separation of Judicial System and State
· Changing the Criminal Justice System from a Retribution and Incarceration Model to a Recompense and Rehabilitation Model (which is radically different). 
We will also be talking about the “Private Production of Defense” because National Defense is everyone’s final and ultimate rationalization for Government to exist. We will challenge that notion by bringing out the scholarship of Gustav Molinari, Hans-Hermann Hoppe and others.

III. The Peace Prosperity Freedom Formula 
Ludwig von Mises has explained that Social Cooperation REQUIRES a Division of Labor since no one person can do, make, refine, grow, cultivate, gather, foster, raise, process, enhance, and deliver EVERYTHING that they need & want in their life.
AND there are Several KEYS  that are required for the Division of Labor, and therefore Social Cooperation, to work at an optimum level. Here is a brief outline of the elements that I consider the essential parts of the Peace, Prosperity and Freedom Formula:


· Private Property

· Rule of Law (Law is King, rather than King is Law)

· Sound Money and Competing Currencies
· Free Banking

· Freedoms of Speech, Press, Association and Movement/Mobility

· Freely Competitive Certification Systems

· Freely Competitive Risk Management, Conflict Resolution and Redress/Recompense Systems

· Non-Centrally Controlled Education 

· Freedom FROM Monopoly in all of the above areas

· And most of all: Abolition of any Monopoly Use of Force 
Note that ALL of these are intertwined. But at the individual interaction level it is the MONEY that is the Blood That Moves Throughout The Body Of Mankind that makes the Inter-Action work - and Workable. 
Without Money – as the Interactive Medium of Exchange - the Division of Labor cannot function beyond a subsistence level.
In fact it is the SOUNDNESS of Money that allows the Division of Labor – of people that want different things in life at different times (and that is all of us) - to EXPAND and for Social Cooperation to have a chance.

This is why I see that the real battle is to be fought on the Monetary Issue. The old saying is that the “Answer to 99 Questions is Money!”
This is why I call for the Separation of Money and Banking from State. 

Don't just change horses. Permanently Stop the Central Controlling Rider and Kill DEAD ALL the weapons that the rider wields: 
· Fiat Money, 
· Legal Tender Laws, 
· Fractional Reserve Banking  
ALL of these are the weapons of the Monetary Socialists who want, in one form or another, Central Control of Money - and therefore over all of us and our future choices in life.

If I had to pick just one to kill it would be 'Legal Tender Laws' since that is what gives teeth to Fiat Money and prohibits Competition in Money to even get started.
**This is a good time to bring up ‘The Non-linearity of the Progress of Knowledge’.
We all assume that Knowledge is going to CONSTANTLY expand and build and that Society will simply Progress.

But that is not how History tells the story. Knowledge has been lost, sometimes for centuries. Indeed, we had a much better (albeit still imperfect) Monetary System from 1879 to 1914 than we have had for the past 96 years.
Other examples include Greek Fire (which until the 1901 invention of the Flamethrower perplexed thinkers for centuries). Stradivarius Violin Varnish and some Principles of Optics that were known in the 18th century are STILL lost to us today. (ref: Murray Rothbard, History of Science: Whiggism Gone Wild, http://mises.org/daily/4713)
Therefore I believe we must create multiple records for the future to find this Peace, Prosperity and Freedom Formula.  I further believe that we must work very hard so that it can be understood at the Fourth Grade Level. Because if Children can grow up learning and seeing the Integrative Quality of this Knowledge then there will be that much less for them to UNLEARN.  Unlearning the propaganda that our current Education System imposes on us is truly one of the biggest challenges we all face.

** How long will it take for these Principles to become Widespread and Accepted? If we are lucky and don’t collapse backwards – which would be the worst, my guess is 100’s of years of progress dotted by surges ahead of Positive Macro Transitions, like the American Revolution was. 
Now, I think, is a Ripe Opportunity Period. BTW, it’s the only one we have.

But I think this Peace, Prosperity and Freedom Formula has many practical applications for us individually and immediately –even before we see it being realized on a broader, more complete scale. 
In my view Life is like a Navigation. You must see what’s coming at you and assess it correctly. This is what every parent wants for their children and tries to give to them.

This is what I believe Austrian Economics can give to you: Better Tools for a Better chance at a Better Life.
***Why this is most important to me Today:
Look at Tunisia, Egypt, Algiers, Bahrain, Yemen.

All of these show the “We’re Fed up” part of the Story. They want the ‘tyrant’ out.
But what will be Next?

If History is any guide – it’s more of the same with a different Tyrant’s Face on it.

Why? Because they don’t know what to change TO.

They only know what to Change From! 

They only know that they want to get the Grip of the Tyrants off of their Necks – now!  However, you should note that the PowerHolders & PowerSeekers simply ‘Adjust Their Grip’ and then Re-impose themselves.  This has been the story Century after Century in Egypt and elsewhere.
This has happened over and over because People do not know and understand the Principles and the Importance of the Principles of the Peace, Prosperity and Freedom Formula….they do not understand what to change TO – and why they should.
**The need is to get the Freedom Formula in Place.

But Where does it need to be ‘in place’? Where is this ‘Place’ I speak of? It is on the Level of Common Sense in everyone’s mind.

You see, there is a Level of our Shared Consciousness that we don’t question. This is the “Everybody Knows” part of our thinking process.
We don’t question it because (saying sarcastically):

· Everybody Knows the Earth is Flat and that the Sun and planets revolve around the Earth.

· Everybody Knows that Women should not vote or own property because they are simply not as smart as men

· Everybody Knows that Prices always Go Up.

· Everybody Knows we Need a Central Bank to set Interest Rates and Control the Money Supply and to Make Banking Work Dependably.

· Everybody Knows that we need Government or we will simply eat each other.

**Every one of these Shared Beliefs are wrong but they all were or still are operating on that level of Group Awareness that we all share.

This is a level of our Minds that we do not – or rarely - question.
If we can make shifts in this area – if we can affect ANY shifts towards the Basic Principles of Peace, Prosperity and Freedom - then I think we can make a Macro Shift in the world. 
I hope you will learn these Principles, Benefit from them in your own life, and Share them widely with everyone you can reach.

Thank You Very Much.

A Special Message from Michael McKay

Host, Radio Free Market
Thank you for contacting us and expressing your interest in becoming more educated in Reality Economics (because Reality is Not Optional).

* What More You Can Do *
1. Educate yourself. Use our Education Page to get started or to deepen your understanding.

2. Sign up for our Free Subscription via iTunes. You can easily do this from our homepage at www.RadioFreeMarket.com 

This will automatically download our latest show into your MP3 player or computer which you can then listen to whenever you want. Remember: this is Free and it is very easy to set up.

It also helps give us good statistics which helps us in our ongoing efforts.

3. Spread the Word!
· Please forward our weekly email announcements to your contacts.

· Please talk about Radio Free Market on the Web, in your Blog or Facebook.

4. Stand up for Freedom and Rally Common Sense.

Please consider donating to the Ludwig von Mises Institute (www.mises.org).  Contact us beforehand and we will gift to you my book or our ND FED pins per our “Bulk Order Program” which you can learn more about at www.NDFED.net and www.SecretsAboutMoney.net
5. Volunteerism

The Formula for Peaceful Cooperation includes the following options: Education, Example, Persuasion and Action. Note that the Socialist Formula, either the Left Version or the Right Version, requires the Use Of Force, which is denied us who wish to use Peaceful Means. Volunteering is another Problem Solving System and is an important Way Out of the Trap of Government Intervention.

6. Reach for the Microphone and Spotlight yourself.

There is so much we all can do – that needs to be done – that can make a serious difference. We all are motivated to do what we think needs to be done – as we see it.
Every option involves “Reaching for the Microphone and the Spotlight” in some way or another.

Therefore, please consider doing any of the following yourself:

· Talk to your Friends, Family and Neighbors.

· Start a Study Group.

· Try your hand at Public Speaking (toastmasters.org)

· Organize a Marathon or Concert Event.

· Write your Paper.

· Record Songs or Make Videos & put them on Youtube.

· Start a Radio or TV Show yourself.

In whatever way you can think of, please Stand Up For Freedom.

Thank you for listening.

Michael McKay

Host, RadioFreeMarket.com

Author, “Secrets About Money That Put You At Risk”
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