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Foreword

The bad economist sees only what immediately strikes the eye; the good 
economist also looks beyond. The bad economist sees only the direct con-
sequences of a proposed course; the good economist looks also at the longer 
and indirect consequences. The bad economist sees only what the effect of 
a given policy has been or will be on one particular group; the good econo-
mist inquires also what the effect of the policy will be on all groups.

—Henry Hazlitt, Economics in One Lesson, 1946

Not a day goes by without us hearing how miserable the state of the 
economy is. It is not really true—more people are living far above subsistence 
than at any other time in the history of the world—but a lot of things do need 
improvement. Poverty is and, seemingly, always will be with us. Governments 
are stretched to their limits in providing services that the people demand but 
will not or cannot pay for. The environment and infrastructure present long-
term challenges.

Much of this misery is the result of bad policies. Some of the policies are 
well intentioned and arise from what author and entrepreneur Gary Hoover 
calls “misguided sympathy.”1 They are designed to help people but destroy 
incentives to work and replace them with incentives to draw on the fruits of 
others’ labor. Other policies are less well intentioned and are designed to help 
only those people pursuing the policies; economists call this practice “rent 
seeking.” Enough misguided sympathy and rent seeking and you can destroy 
an economy and a civilization. We are not there yet, and we had better not 
get there.

In the 1940s, the great economic journalist Henry Hazlitt drew a dis-
tinction between good and bad economics. He said that bad economics is 
characterized by

 • confusing the intended with the unintended consequences of a policy,

 • focusing on the consequences of a policy for one group and ignoring the 
consequences for other groups, and 

 • confusing the short-run with the long-run consequences of an action.

These errors are the source of much trouble and are the main reason bad pub-
lic policies exist. People invoke the power of government to try to help some 

1Gary E. Hoover, “Who Is to Blame for the Chicago Ghetto?” Hoover’s World (2009): http://
hooversworld.com/who-is-to-blame-for-the-chicago-ghetto. 
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specific group; the help does not help (the actual consequences are mistaken 
for the intended ones, Hazlitt’s first point) and makes the situation worse. 

Not seeing the connection between the help and the damage, the help-
ers often redouble their efforts and thus compound the damage. The damage 
spreads to people who were initially unaffected (Hazlitt’s second point). 

The newly damaged group then cries out for help, closing the circle (the 
long-run consequences differ from the short-run, Hazlitt’s third point). Thus, 
government not only fails to achieve its goals but also grows ever more costly 
over time.

This circle can be broken. People respond to incentives—the economist 
Steven Landsburg has written that all of economics can be summed up in 
those four words2—so, let’s set up incentives for people to produce more. 
In Let’s All Learn How to Fish, Michael Falk, an investment manager and 
consultant, shows how a more productive society can be organized around 
well-designed incentives to succeed and safety nets—accompanied by “tram-
polines”—to protect those who fail and to help them regain entry into the 
world of work and enterprise. As this virtuous cycle proceeds, not only do tax 
revenues rise and needs fall, but people also become healthier and happier.

This book is not a left-wing or a right-wing treatise. It advocates for a 
social safety net at the same time that it asks us to embrace self-reliance. 
Self-reliance has taken on a conservative hue recently, but its most eloquent 
exponent, Ralph Waldo Emerson, was one of the 19th century’s greatest lib-
erals. In fact, if Let’s All Learn How to Fish must be classified, it is as a liberal 
book—exalting the dignity of the individual above all other values and call-
ing on the community to support that dignity.

Calvin Coolidge extolled the virtue of economic self-reliance in his first 
and only inaugural address: 

I favor the policy of economy, not because I wish to save money, but because 
I wish to save people. The men and women of this country who toil are the 
ones who bear the cost of . . . government. Every dollar that we carelessly 
waste means that their life will be so much the more meager. Every dollar 
that we prudently save means that their life will be so much the more abun-
dant. Economy is idealism in its most practical form.

It is in this spirit that we must all try to learn how to fish. Some of us, 
and every one of us at some time in our lives, will not be able to fish. We all 
know this fact and must allow for it. We cannot completely avoid drawing on 
each other’s resources as our talent, energy, and good fortune wax and wane. 
2Steven E. Landsburg, The Armchair Economist: Economics & Everyday Life (New York: Free 
Press, 2012). The first sentences of the book are, “Most of economics can be summarized in 
four words: ‘People respond to incentives.’ The rest is commentary.”
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President Coolidge’s observation is a good way to think about modulating the 
impulse to reach into each other’s pockets. We have to rely on others some-
times; as Supreme Court Justice Oliver Wendell Holmes, Jr., said, taxes are 
the price of civilization. But he did not say how high the price should be, so 
we should constantly remind ourselves to rely on others sparingly. 

Let’s All Learn How to Fish provides realistic suggestions for a society 
that cherishes the value of the individual and the spirit of humane generosity 
while making sure that we do not exhaust each other’s resources. By publish-
ing this excellent and provocative monograph, the CFA Institute Research 
Foundation takes a direction different from the usual. I cannot think of a 
better way to seek out new ground.

Laurence B. Siegel
Gary P. Brinson Director of Research

CFA Institute Research Foundation
March 2016


	Introduction: Let’s All Learn How to Fish
	Preface
	Foreword
	Part I: Where Are We Now?
	1. Growth Challenges
	People (Number of Workers)
	Productivity

	2. Entitlement to Responsibility with Appreciation (ERA)

	Part II: What Could (Should) Be the Next ERA? 
	3. Let’s Retire Retirement (as we know it)
	First Principles for a Retirement Policy
	Today’s Retirement Planning To-Do’s (if you must)

	4. A Cure for Health Care
	First Principles for Health Care Policy
	Today’s Health To-Do’s (because you should)

	5. Learn to Learn (and never stop)
	First Principles for the Educational System
	Today’s Educational To-Do’s (learn ’em, love ’em, live ’em)

	Conclusion: It Is Time for a New ERA of Sustainable Growth
	Appendix 1. Taxes
	Appendix 2. Dealing with Underfunded Public Pension Plans
	References




