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Summary:
Economics in One Lesson by Henry Hazlitt
is a classic book on economics that has
been in print since 1946. The book is
divided into two parts. The first part is an
overview of economic principles, and the
second part is a critique of popular
economic fallacies. The book is written in a
clear and concise style, making it
accessible to readers of all backgrounds. 

The first part of the book begins with an
introduction to the basic principles of
economics. Hazlitt explains the importance
of understanding the law of supply and
demand, the role of incentives, and the
concept of opportunity cost. He also
discusses the importance of understanding
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the effects of taxation, inflation, and
government regulation. He then moves on
to discuss the role of money and banking,
and the importance of understanding the
business cycle. 

The second part of the book is a critique of
popular economic fallacies. Hazlitt
examines the arguments of those who
advocate for government intervention in
the economy, and shows how their
arguments are based on faulty logic and a
misunderstanding of economics. He also
examines the arguments of those who
advocate for free trade, and shows how
their arguments are based on sound
economic principles. Finally, he examines
the arguments of those who advocate for
protectionism, and shows how their
arguments are based on a
misunderstanding of economics. 

Economics in One Lesson is an essential
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read for anyone interested in
understanding economics. It is written in a
clear and concise style, making it
accessible to readers of all backgrounds.
The book provides an overview of
economic principles, and a critique of
popular economic fallacies. It is an
invaluable resource for anyone interested
in understanding economics. 

Main ideas:
#1.      The Broken Window Fallacy: The
idea that destruction of property can be
beneficial to the economy is false. It
ignores the unseen costs of the
resources used to repair the window,
as well as the opportunity cost of the
money spent on the repair.

The Broken Window Fallacy is a concept
that has been around for centuries, but
was popularized by Henry Hazlitt in his
book Economics in One Lesson. The idea
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is that destruction of property can be
beneficial to the economy, but this is false.
It ignores the unseen costs of the
resources used to repair the window, as
well as the opportunity cost of the money
spent on the repair. 

For example, if a window is broken, the
money spent to repair it could have been
used to purchase something else. This
means that the money spent on the repair
is not available to be spent on something
else, such as a new car or a vacation. This
is the opportunity cost of the repair.
Additionally, the resources used to repair
the window, such as glass, nails, and
labor, could have been used to create
something else. This means that the
resources used to repair the window are
not available to be used to create
something else, such as a new house or a
new business. This is the unseen cost of
the repair.
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The Broken Window Fallacy ignores these
costs and assumes that destruction of
property can be beneficial to the economy.
This is false, as the money and resources
used to repair the window could have been
used to create something else. Therefore,
destruction of property is not beneficial to
the economy, and the Broken Window
Fallacy should be avoided.

#2.      The Curse of Machinery: The
introduction of machinery to a
workplace can lead to job losses, but it
also increases productivity and lowers
prices, which benefits consumers. The
net effect of machinery is positive, but
it can be difficult to adjust to the
short-term job losses.

The introduction of machinery to a
workplace can have a profound effect on
the economy. On the one hand, it can lead

Page 6/42

https://books.kim/_coho_ref.php?ref=mpdf-v20230419-toplogo&url=https://books.kim


to job losses as machines replace human
labor. This can be a difficult adjustment for
those who lose their jobs, as they may not
have the skills or resources to find new
employment. On the other hand, the
increased productivity and lower prices
that come with the introduction of
machinery can benefit consumers. 

The net effect of machinery is positive, but
it can be difficult to adjust to the short-term
job losses. Governments can help to
mitigate the effects of job losses by
providing retraining and other support
services to those affected. In addition,
governments can also provide incentives
for businesses to invest in new
technologies and machinery, which can
help to create new jobs and increase
productivity. 

The Curse of Machinery is a reminder that
technological progress can have both
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positive and negative effects. It is
important to consider the long-term
implications of introducing new
technologies and to ensure that those
affected by job losses are supported. 

#3.      The Law of Supply and Demand:
Prices are determined by the
interaction of supply and demand, and
government interference in the market
can lead to distortions in prices and
misallocation of resources.

The Law of Supply and Demand states
that the price of a good or service is
determined by the interaction of the forces
of supply and demand. When demand for
a good or service increases, the price of
the good or service will also increase.
Conversely, when demand decreases, the
price of the good or service will decrease.
This law is based on the idea that when
the demand for a good or service is high,
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suppliers will increase the price of the
good or service to maximize their profits.
Similarly, when the demand for a good or
service is low, suppliers will decrease the
price of the good or service to attract more
buyers.

Government interference in the market can
lead to distortions in prices and
misallocation of resources. Government
intervention can cause prices to be
artificially high or low, which can lead to
shortages or surpluses of goods and
services. This can lead to an inefficient
allocation of resources, as resources are
not being used in the most efficient
manner. Government intervention can also
lead to market distortions, such as
monopolies, which can lead to higher
prices and reduced competition.

The Law of Supply and Demand is an
important concept in economics, as it
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helps to explain how prices are determined
in the market. It is important to understand
the implications of government intervention
in the market, as it can lead to distortions
in prices and misallocation of resources.
By understanding the Law of Supply and
Demand, economists can better
understand how the market works and
how to create policies that will lead to a
more efficient allocation of resources.

#4.      The Law of Comparative
Advantage: Countries should specialize
in the production of goods and services
in which they have a comparative
advantage, as this will lead to greater
efficiency and higher standards of
living.

The Law of Comparative Advantage states
that countries should specialize in the
production of goods and services in which
they have a comparative advantage. This
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means that countries should focus on
producing goods and services that they
can produce more efficiently than other
countries. This specialization will lead to
greater efficiency and higher standards of
living for all countries involved. By
specializing in the production of goods and
services in which they have a comparative
advantage, countries can produce more
goods and services at a lower cost, which
will lead to higher profits and greater
economic growth. Additionally, countries
can benefit from increased trade with other
countries, as they can exchange goods
and services that they specialize in for
goods and services that other countries
specialize in. This increased trade will lead
to greater economic growth and higher
standards of living for all countries
involved. 

The Law of Comparative Advantage is an
important concept in economics, as it
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helps countries to maximize their
economic potential. By specializing in the
production of goods and services in which
they have a comparative advantage,
countries can increase their efficiency and
productivity, leading to higher standards of
living. Additionally, increased trade
between countries can lead to greater
economic growth and higher standards of
living for all countries involved. The Law of
Comparative Advantage is an important
concept that can help countries to
maximize their economic potential and
increase their standards of living. 

#5.      The Law of Diminishing Returns:
As more of a resource is used, the
marginal benefit of using additional
units of the resource will eventually
decrease.

The Law of Diminishing Returns states
that as more of a resource is used, the
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marginal benefit of using additional units of
the resource will eventually decrease. This
law is an important concept in economics,
as it helps to explain why certain
production processes become less
efficient over time. For example, if a farmer
is using a certain amount of land to grow
crops, the amount of crops produced will
eventually reach a point where adding
more land will not increase the amount of
crops produced. This is because the
additional land will not be as productive as
the land already being used, and the
marginal benefit of adding more land will
eventually decrease.

The Law of Diminishing Returns can also
be applied to other areas of economics,
such as labor and capital. As more labor is
used, the marginal benefit of using
additional labor will eventually decrease.
Similarly, as more capital is used, the
marginal benefit of using additional capital
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will eventually decrease. This law helps to
explain why certain production processes
become less efficient over time, as the
marginal benefit of using additional
resources eventually decreases.

The Law of Diminishing Returns is an
important concept in economics, as it
helps to explain why certain production
processes become less efficient over time.
By understanding this law, businesses and
individuals can make better decisions
about how to use their resources in order
to maximize their returns.

#6.      The Law of Increasing Costs: As
more of a resource is used, the cost of
using additional units of the resource
will eventually increase.

The Law of Increasing Costs states that as
more of a resource is used, the cost of
using additional units of the resource will
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eventually increase. This law is based on
the idea that resources are limited and that
as more of a resource is used, the cost of
obtaining additional units of the resource
will increase. This law is often used to
explain why prices tend to rise over time. 

For example, if a company is producing a
product, the cost of producing additional
units of the product will eventually increase
as the company uses more of its
resources. This is because the company
will eventually run out of resources and will
have to purchase additional resources at a
higher cost. Similarly, if a company is
producing a service, the cost of providing
additional services will eventually increase
as the company uses more of its
resources. 

The Law of Increasing Costs is an
important concept in economics and is
often used to explain why prices tend to
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rise over time. It is also used to explain
why businesses may have difficulty
expanding their operations and why
certain resources may become scarce.
Understanding this law can help
businesses make better decisions about
how to use their resources and can help
individuals understand why prices may rise
over time.

#7.      The Law of Diminishing Utility:
As more of a good is consumed, the
marginal utility of consuming additional
units of the good will eventually
decrease.

The Law of Diminishing Utility states that
as more of a good is consumed, the
marginal utility of consuming additional
units of the good will eventually decrease.
This law is based on the idea that the
satisfaction derived from consuming a
good is not constant, but rather decreases
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as more of the good is consumed. For
example, if a person eats a piece of cake,
the first piece will be very satisfying.
However, if the person eats a second
piece, the satisfaction derived from the
second piece will be less than the
satisfaction derived from the first piece.
This is because the person has already
consumed the first piece and is now
satiated. 

The Law of Diminishing Utility is an
important concept in economics because it
helps to explain why people make certain
decisions. For example, if a person has a
limited amount of money, they may choose
to purchase one item that provides a lot of
satisfaction rather than multiple items that
provide less satisfaction. This is because
the person is aware that the satisfaction
derived from the additional items will be
less than the satisfaction derived from the
first item. 
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The Law of Diminishing Utility is also
important in understanding how markets
work. For example, if the price of a good
increases, the demand for the good will
decrease. This is because people are
aware that the satisfaction derived from
consuming additional units of the good will
be less than the satisfaction derived from
consuming the first unit. Therefore, they
are less likely to purchase additional units
of the good. 

#8.      The Law of Rent: The price of
land is determined by the amount of
rent that can be earned from it.

The Law of Rent is an economic concept
that states that the price of land is
determined by the amount of rent that can
be earned from it. This law is based on the
idea that the value of land is determined
by its scarcity and its ability to produce
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income. The more scarce the land is, and
the more income it can generate, the
higher its price will be. This law is
important to understand when it comes to
land economics, as it helps to explain why
land prices can vary so much from one
area to another.

The Law of Rent is based on the idea that
land is a fixed resource, meaning that it
cannot be increased or decreased in
supply. This means that the amount of
land available for use is limited, and so the
price of land is determined by the amount
of rent that can be earned from it. This is
because the more rent that can be earned
from a piece of land, the more valuable it
is. This law is also important to understand
when it comes to taxation, as it helps to
explain why land taxes are so important.

The Law of Rent is an important concept
to understand when it comes to land
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economics, as it helps to explain why land
prices can vary so much from one area to
another. It is also important to understand
when it comes to taxation, as it helps to
explain why land taxes are so important.
Understanding the Law of Rent can help to
ensure that land is used in the most
efficient way possible, and that the value
of land is maximized.

#9.      The Law of Interest: The rate of
interest is determined by the supply
and demand for loanable funds.

The Law of Interest states that the rate of
interest is determined by the supply and
demand for loanable funds. This means
that the rate of interest is determined by
the amount of money that is available to
be loaned out and the amount of money
that is being requested to be borrowed.
When the demand for loanable funds is
greater than the supply, the rate of interest
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will increase. Conversely, when the supply
of loanable funds is greater than the
demand, the rate of interest will decrease. 

The Law of Interest is an important
concept in economics because it helps to
explain how the rate of interest is
determined in the market. It also helps to
explain why the rate of interest can
fluctuate over time. By understanding the
Law of Interest, economists can better
understand how the rate of interest affects
the economy and how it can be used to
influence economic policy. 

#10.      The Law of Wages: The wage
rate is determined by the supply and
demand for labor.

The Law of Wages states that the wage
rate is determined by the supply and
demand for labor. This means that when
the demand for labor is high, the wage rate
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will increase, and when the demand for
labor is low, the wage rate will decrease.
This law is based on the basic principles of
economics, which state that when the
demand for a good or service is high, the
price of that good or service will increase,
and when the demand is low, the price will
decrease. The same principle applies to
the wage rate. 

The Law of Wages is an important concept
to understand when it comes to labor
economics. It is important to note that the
wage rate is not determined solely by the
supply and demand for labor, but also by
other factors such as the cost of living, the
cost of production, and the availability of
other jobs. Additionally, the wage rate is
also affected by government policies such
as minimum wage laws and labor unions. 

The Law of Wages is an important concept
to understand when it comes to labor
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economics. It is important to remember
that the wage rate is determined by the
supply and demand for labor, and that
other factors such as the cost of living, the
cost of production, and the availability of
other jobs also play a role in determining
the wage rate. Additionally, government
policies such as minimum wage laws and
labor unions can also affect the wage rate.

#11.      The Law of Profits: The rate of
profit is determined by the supply and
demand for capital.

The Law of Profits states that the rate of
profit is determined by the supply and
demand for capital. This means that the
rate of profit is determined by the amount
of capital available in the market and the
amount of demand for it. If there is a high
demand for capital, then the rate of profit
will be higher. Conversely, if there is a low
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demand for capital, then the rate of profit
will be lower. This law is based on the idea
that the rate of profit is determined by the
amount of capital available in the market
and the amount of demand for it. 

The Law of Profits is an important concept
in economics because it helps to explain
why some businesses are more profitable
than others. For example, if a business
has access to a large amount of capital,
then it will be able to take advantage of the
higher rate of profit that comes with it. On
the other hand, if a business has access to
a limited amount of capital, then it will be
unable to take advantage of the higher
rate of profit and will instead have to settle
for a lower rate of profit. 

The Law of Profits is also important
because it helps to explain why some
businesses are able to grow and expand
while others are unable to do so. If a
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business has access to a large amount of
capital, then it will be able to invest in new
projects and expand its operations. On the
other hand, if a business has access to a
limited amount of capital, then it will be
unable to invest in new projects and will
instead have to focus on maintaining its
current operations. 

The Law of Profits is an important concept
in economics and is essential for
understanding how businesses operate
and why some businesses are more
successful than others. By understanding
the Law of Profits, businesses can make
better decisions about how to allocate their
capital and maximize their profits. 

#12.      The Law of Diminishing Returns
in Agriculture: As more land is used for
agriculture, the marginal benefit of
using additional units of land will
eventually decrease.
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The Law of Diminishing Returns in
Agriculture states that as more land is
used for agriculture, the marginal benefit of
using additional units of land will
eventually decrease. This means that the
more land is used for agriculture, the less
productive it will become. This is because
the land is limited and the resources
available to it are finite. As more land is
used, the resources available to it become
more scarce, leading to a decrease in
productivity. Additionally, the more land is
used, the more difficult it is to manage and
maintain the land, leading to a decrease in
efficiency. 

The Law of Diminishing Returns in
Agriculture is an important concept to
understand when considering the
sustainability of agricultural practices. It is
important to consider the long-term effects
of using land for agriculture, as the
marginal benefit of using additional land
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will eventually decrease. This means that it
is important to consider the most efficient
and sustainable ways to use land for
agriculture, as this will ensure that the land
is used in the most productive and efficient
way possible. 

#13.      The Law of International Trade:
Countries should specialize in the
production of goods and services in
which they have a comparative
advantage, and then trade with other
countries to obtain goods and services
in which they have a comparative
disadvantage.

The Law of International Trade states that
countries should specialize in the
production of goods and services in which
they have a comparative advantage, and
then trade with other countries to obtain
goods and services in which they have a
comparative disadvantage. This law is
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based on the idea that countries should
focus on producing goods and services
that they can produce more efficiently than
other countries. By doing so, they can then
trade with other countries to obtain goods
and services that they cannot produce as
efficiently. This allows countries to benefit
from the specialization of labor and
resources, and to increase their overall
economic output.

The Law of International Trade is based on
the concept of comparative advantage.
This concept states that countries should
focus on producing goods and services in
which they have a comparative advantage
over other countries. This means that they
should focus on producing goods and
services that they can produce more
efficiently than other countries. By doing
so, they can then trade with other
countries to obtain goods and services that
they cannot produce as efficiently. This
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allows countries to benefit from the
specialization of labor and resources, and
to increase their overall economic output.

The Law of International Trade is an
important concept in economics, as it
allows countries to benefit from the
specialization of labor and resources, and
to increase their overall economic output.
By focusing on producing goods and
services in which they have a comparative
advantage, countries can then trade with
other countries to obtain goods and
services in which they have a comparative
disadvantage. This allows countries to
benefit from the specialization of labor and
resources, and to increase their overall
economic output.

#14.      The Law of Taxation: Taxation
should be used to raise revenue, not to
manipulate the economy.
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The Law of Taxation states that taxation
should be used to raise revenue, not to
manipulate the economy. This means that
taxes should be used to fund government
services, not to influence the behavior of
individuals or businesses. Taxation should
be fair and equitable, and should not be
used to favor certain groups or industries
over others. Taxation should also be
simple and easy to understand, so that
taxpayers can easily comply with the law.
Finally, taxation should be used to raise
revenue in a way that does not distort the
economy or create unnecessary burdens
on taxpayers.

Henry Hazlitt argues that taxation should
be used to raise revenue, not to
manipulate the economy. He believes that
taxes should be used to fund government
services, not to influence the behavior of
individuals or businesses. He also believes
that taxation should be fair and equitable,
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and should not be used to favor certain
groups or industries over others. Finally,
he believes that taxation should be simple
and easy to understand, so that taxpayers
can easily comply with the law.

Hazlitts Law of Taxation is an important
concept in economics, as it helps to
ensure that taxation is used in a way that
is fair and equitable, and does not distort
the economy or create unnecessary
burdens on taxpayers. By following this
law, governments can ensure that taxation
is used to raise revenue in a way that is
beneficial to all citizens.

#15.      The Law of Subsidy: Subsidies
should be used to promote economic
development, not to manipulate the
economy.

The Law of Subsidy states that subsidies
should be used to promote economic
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development, not to manipulate the
economy. Subsidies are a form of
government intervention in the economy,
and they can be used to encourage certain
activities or industries. However, they
should not be used to artificially prop up
certain industries or to manipulate the
market. Subsidies should be used to
promote economic development, such as
encouraging investment in new
technologies or providing incentives for
businesses to expand. Subsidies should
also be used to help those in need, such
as providing assistance to low-income
families or providing tax breaks to
businesses that create jobs. 

Subsidies should not be used to prop up
failing industries or to manipulate the
market. This can lead to inefficiencies in
the economy and can distort the market.
Subsidies should also not be used to
protect certain industries from competition.
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This can lead to higher prices and reduced
innovation. Subsidies should be used to
promote economic development, not to
manipulate the economy. 

#16.      The Law of Credit Expansion:
Credit expansion can lead to inflation
and economic instability.

The Law of Credit Expansion states that
when credit is expanded, it can lead to
inflation and economic instability. This is
because when credit is expanded, it
increases the amount of money in
circulation, which can lead to an increase
in prices. This can lead to a situation
where the money supply is greater than
the amount of goods and services
available, leading to inflation. Additionally,
when credit is expanded, it can lead to an
increase in investment, which can lead to
an increase in economic activity. However,
if the investment is not backed by real
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economic growth, it can lead to an
unsustainable bubble that can eventually
burst, leading to economic instability.

The Law of Credit Expansion is an
important concept to understand when it
comes to economics. It is important to
remember that when credit is expanded, it
can lead to both positive and negative
outcomes. On the one hand, it can lead to
increased economic activity and
investment, but on the other hand, it can
lead to inflation and economic instability.
Therefore, it is important to be aware of
the potential consequences of credit
expansion and to be mindful of how it can
affect the economy.

#17.      The Law of Price Controls: Price
controls can lead to shortages and
misallocation of resources.

The Law of Price Controls states that
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when the government sets a price ceiling
or floor, it can lead to shortages and
misallocation of resources. Price controls
are a form of government intervention in
the market, and they can have unintended
consequences. When the government sets
a price ceiling, it means that the price of a
good or service cannot exceed a certain
level. This can lead to shortages, as
suppliers are unable to charge a price that
covers their costs. As a result, they may
not be able to produce enough of the good
or service to meet demand. 

Price floors can also lead to misallocation
of resources. When the government sets a
price floor, it means that the price of a
good or service cannot fall below a certain
level. This can lead to overproduction, as
suppliers are able to charge a price that is
higher than the market price. As a result,
they may produce more of the good or
service than is necessary, leading to an
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inefficient use of resources. 

The Law of Price Controls is an important
concept in economics, as it highlights the
potential unintended consequences of
government intervention in the market. It is
important to consider the potential effects
of price controls before implementing
them, as they can lead to shortages and
misallocation of resources. 

#18.      The Law of Inflation: Inflation is
caused by an increase in the money
supply, and it leads to a redistribution
of wealth from savers to borrowers.

The Law of Inflation states that an
increase in the money supply leads to an
increase in prices, which is known as
inflation. This is because when the money
supply increases, the value of each
individual unit of currency decreases. This
means that people need to spend more
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money to buy the same goods and
services, which leads to an increase in
prices. Inflation also redistributes wealth
from savers to borrowers, as savers are
unable to keep up with the rising prices,
while borrowers benefit from the lower
interest rates that accompany inflation. 

Inflation can have a number of negative
effects on an economy. It can lead to a
decrease in the purchasing power of
consumers, as their money is worth less. It
can also lead to an increase in
unemployment, as businesses are unable
to keep up with the rising costs of
production. Inflation can also lead to an
increase in inequality, as those with more
money are able to take advantage of the
lower interest rates and benefit from the
redistribution of wealth.

In order to combat inflation, governments
and central banks can use a variety of
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tools, such as increasing taxes, increasing
interest rates, and reducing the money
supply. These measures can help to
reduce the rate of inflation, but they can
also have a negative effect on the
economy, as they can lead to a decrease
in economic growth. Therefore, it is
important for governments and central
banks to carefully consider the effects of
their policies before implementing them.

#19.      The Law of Deficit Spending:
Deficit spending can lead to inflation
and economic instability.

The Law of Deficit Spending states that
when governments spend more money
than they take in through taxes, it can lead
to inflation and economic instability. This is
because when governments spend more
than they take in, they must borrow money
to make up the difference. This borrowing
increases the money supply, which can
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lead to inflation. Inflation erodes the value
of money, making it more difficult for
people to save and invest. This can lead to
economic instability, as people become
less willing to invest in the economy.

In addition, when governments borrow
money to finance their deficits, they must
pay interest on the loans. This increases
the governments debt, which can lead to
higher taxes and reduced government
services. This can further weaken the
economy, as people have less money to
spend and invest. Furthermore, if the
government is unable to pay back its
loans, it can lead to a financial crisis.

The Law of Deficit Spending is an
important concept to understand, as it can
have a significant impact on the economy.
Governments should strive to keep their
spending in line with their income, as this
can help to ensure economic stability and
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prevent inflation.

#20.      The Law of Savings: Savings
are necessary for economic growth,
and government policies should
encourage savings.

The Law of Savings states that savings
are essential for economic growth.
Savings provide the capital necessary for
businesses to invest in new technologies,
hire more workers, and expand their
operations. Without savings, businesses
cannot expand and the economy cannot
grow. Therefore, it is important for
governments to create policies that
encourage savings. This could include tax
incentives for individuals to save, or
providing low-interest loans to businesses
to help them invest in new technologies.
By encouraging savings, governments can
help create an environment where
businesses can thrive and the economy
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can grow.

Savings also provide individuals with the
financial security they need to make
long-term investments. When individuals
save, they can use their savings to
purchase a home, start a business, or
invest in stocks and bonds. This helps to
create a more stable economy, as
individuals are more likely to make
long-term investments when they have the
financial security of savings. Therefore,
governments should create policies that
encourage individuals to save, such as tax
incentives or matching contributions to
retirement accounts.

The Law of Savings is an important
concept in economics. It highlights the
importance of savings for economic growth
and encourages governments to create
policies that promote savings. By
encouraging savings, governments can
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help create an environment where
businesses can thrive and individuals can
make long-term investments. This helps to
create a more stable and prosperous
economy.

Thank you for reading!

If you enjoyed this abstract, please share it
with your friends.
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