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Introduction

A 
student asks me in class a specific 
question about what happens if a 
man has all the resources and controls 
them... Look, we'll study that in the 

final part of the course, when we analyze mo-

nopoly and competition. But if you can't sleep 
for two months because you're so curious, I can 
tell you that your question arises from a fictio-

nal story told by the enemies of the market and 
human freedom. Because that situation can ne-

ver happen. It would require that person to own 
all of that resource worldwide. But even if that 
were the case, economics is not about physi-
cal resources; it is not about objective realities. 
Even if someone owned all the oil in the world, 
it would be irrelevant if, for example, Elon Musk 
discovered another source of energy that was 
cheap and accessible to everyone. Do you see 
where I'm going with this? But again, we will 
look at all this in detail in the final part of the 
course, which is devoted to competition and 
monopoly, and we even have published doctoral 
theses on this subject. There is a whole branch 
of the Austrian School that deals with this, with 
books such as Armentano's The Myth of Anti-
trust, etc. Keep in mind that one of the manipu-

lative tools used by the enemies of the market 
to deceive the public is precisely to create fear 
about monopolies. And, in addition, we will ex-

plain how monopoly, far from being a curse, if it 
is not the result of state intervention, is a divine 
blessing: it means that it serves consumers be-

tter than anyone else, at a better price and with 
the highest quality. But anyway, we can't dwell 
on this because it's a part of the program that 
we'll look at in more detail later. Thank you very 
much for your question. Any more questions? 

Well, if there are no more questions, there's 
a section of the book that I forgot to mention 
the other day, dedicated to arbitrage and spe-

culation. I'm just mentioning it here so that you 
can familiarize yourselves with the terminology. 
It is generally said that arbitrage and specula-

tion are typical examples of entrepreneurial ac-

tivity. Arbitrage occurs in the present, at a time 
when the most important circumstances have 
not changed: I discover an opportunity for pro-

fit, I buy cheap and sell dear. Speculation, on the 
other hand, comes from the Latin specula, those 
watchtowers where the soldiers of the legions 
climbed to see what was coming in the distan-

ce. Speculation is said to be the exercise of the 
entrepreneurial function between two different 
moments in time. What time? Praxeological or 
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pursuing different goals, there will be almost 
infinite mismatches and lack of coordination. 
What a mess! How can this be organized? Let 
the government come in and fix it! As Karl Marx 
said: “...the anarchy of the market.” No! Becau-

se we have already shown that every lack of 
coordination or maladjustment takes shape or 
materializes in the form of a profit opportunity 
that remains there, latent, waiting to be disco-

vered. By whom? By any of the human beings 
themselves or by the 8 billion who continually 
generate the maladjustments. Because as soon 
as the maladjustment arises, the opportunity to 
make a profit arises. I buy cheap, I sell dear, and 

once I have discovered and taken advantage of 
that opportunity for profit, it is eliminated. The-

re is no longer any room for that same opportu-

nity, with all its particular circumstances of time 
and place, to be discovered and appropriated by 
another human being. So, it is clear that oppor-
tunities for profit are there. We seek them out, 
we take advantage of them, and at that very 
moment, they are eliminated. It is a dynamic 
process of rivalry in which all human beings 
participate, consciously or unconsciously. This 
process is eminently competitive and insepara-

ble from our very nature. Its competitive nature 
means that, eventually, as there are eight billion 
human beings who are entrepreneurially gifted 
by our very nature, we could discover all the 
maladjustments or misalignments, that is, all the 
opportunities for gain? And if that were to ha-

ppen, once we discovered and took advantage 
of them all, would there come a time when the 
competitive social process would stop because 

there would be no more latent opportunities for 
gain to discover or create? Does this mean that 
the process would run its course? Yes or no? I 
give you the answer in the book.

Suddenly, I see an opportunity for profit: 
“Nazaret. I get all excited every time I see her, I 
love Nazaret, I'm going to court her.” But Naza-

ret is surrounded and already being courted by 
ten or twelve others. It's clear that we're dealing 
with a competitive process; let's see who she 
chooses. It's a competitive process, and it's the 
same thing that happens to you when you go 
to a nightclub and someone steps on my fema-

le students' toes or someone steps on my male 

students' toes. It's the same thing, a competitive 
process, an opportunity for gain. You value her, 
you like that girl more than another. What can 
I do to win her over? If things go well and, after 
the whole process, you hook up with her, you 
become boyfriend and girlfriend and get ma-

rried, that specific opportunity for gain, with na-

mes and surnames, at that moment and in that 
specific historical circumstance, disappears. No 
one else can date her or marry her. Does this 
mean that, once all opportunities for profit 
have been exhausted, they will disappear and 
the competitive social process will stop? Yes or 
no? The answer is a resounding no, because the 
process is not only coordinating. When we act 
entrepreneurially, when we buy cheap and sell 
dear, remember the three essential effects of 
entrepreneurial activity, without which nothing 
in economics can be understood: there is an 
information-creating effect, a communication 
effect, and a coordination or adjustment effect. 

experimental time: I buy cheap today in the 
hope that, in the future, I can sell it for more. 
I am simply introducing this terminological cla-

rification so that you can familiarize yourselves 
with the terms. There is no essential differen-

ce between arbitrage and speculation: both are 
typical examples of the exercise of the entre-

preneurial function.

The concept of competition

But now it's time to talk about competition. 
Please turn to page 32 of my book Socialism, 
Economic Calculation, and Entrepreneurship.

Dear students, the entrepreneurial function, 
by its very nature, is typically competitive. What 
does this “competition” mean? It is another of 
the essential terms on which much of our dis-

cipline, economics, hinges. Competition comes 
from the Latin cum petitio, which means multi-

ple requests for the same thing to which an ow-

ner must be assigned. I repeat: cum petitio, com-

petition, multiple requests for the same thing 
that must be assigned to an owner. In what 
sense is the entrepreneurial function eminently 
competitive? This is essential. What I am saying 
is that every entrepreneurial act, every human 
action, which is our most intimate manifesta-

tion as human beings, is always competitive; we 
are always in competition. The much-criticized 
competition, which the enemies of the mar-
ket attack by calling it “the law of the jungle,” 
is nothing more than a typical manifestation of 
our own nature. Those who criticize competi-

tion are, in reality, attacking the very essence 

of human action, because it is inseparable from 
it. And in what sense are all human actions and 
all entrepreneurial actions competitive? It is 
very easy to understand. You have already read 
about it in the book, although you may not have 
fully understood it, so I will clarify it. The mea-

ning is as follows: once a profit opportunity is 
discovered or created, that is, an end to which 
we assign value, and we set to work to under-
take the different stages we must overcome to 
achieve it, each of them incorporating different 
means that are useful, and we successfully com-

plete our action, in doing so, we appropriate 
that end, which means obtaining a benefit, sin-

ce the subjective value we assign to it is greater 
than the value of the ends we have renounced. 
This is precisely the concept of opportunity cost 
that we mentioned the other day. Once the goal 
we have discovered or created materializes and 
we take advantage of it, that goal disappears 
from the praxeological universe and is no lon-

ger available to other human beings. Therefore, 
all human action is, in this sense, a competitive 
action in which human beings, throughout the 
process, compete with each other to achieve 
their long-awaited end before others.

We said that the entrepreneurial act consists 
of discovering opportunities for gain and that 
each opportunity for gain arises from or em-

bodies a previous mismatch or lack of coordi-
nation. Remember? We were just talking about 
it yesterday. Mismatch or lack of coordination 
is also the most obvious thing we can expect 
in the market. If there are eight billion creative 
human beings, each with their own criteria and 

All human action is competitive action 

in which human beings compete to 

achieve their goals before others do.

Competition comes from the Latin cum petitio, which means 
multiple concurrent claims on the same thing to which an 

owner must be assigned.
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Without a doubt, entrepreneurial activity coor-
dinates, but it has another effect. The other 
side of the coin is that entrepreneurial activity 
presupposes the creation of new information, 
information that we did not have before, that 
went unnoticed, that had not been discovered 
or created. Because, from an entrepreneurial 
and economic science perspective, creating and 
discovering are synonymous. Of course, I take 
advantage of that opportunity for profit and be-

havior is coordinated.
 In other words, the person who was squan-

dering the resource, you, no longer squanders 
it, and she, who was frustrated by the lack of 

that resource, can now take action. Without a 
doubt, that opportunity for profit has disappea-

red; there are no longer others who can take 
advantage of it. But as a result of the act of 
entrepreneurial creativity, my light bulb comes 
on, discovering the opportunity for profit, and 
not only that, but the people involved discipli-
ne their behavior, change their lives, change the 
world around them and their understanding of 
the world; the one who used to throw away the 
resource now values it. Remember: “What you 
throw away is what feeds us, thank you very 
much.” My information changes, as does that 
of the entrepreneur who has discovered the 
opportunity for profit, and that of the people in-

volved, and as the information changes, further 
maladjustments arise that remain latent to be 
discovered by the entrepreneurs of the future.

 The entrepreneurial light bulb goes on, and 
I come up with something new, and so on. IBM, 
International Business Machines. You are very 

young, but this company dominated the com-

puter market in the 1950s, 1960s, and 1970s. 
But with a “statist” philosophy: a large, immen-

se, hierarchical machine. But then some young 
people come along with an idea.

 They knock on the door: “Look, we've been 
thinking that instead of a giant machine that's 
getting bigger and bigger, more and more power-
ful... why don't we make a tiny, personal compu-

ter?” Two kicks in the butt and out on the street 
(what are they going to teach us who control 
the global mainframe market?). The poor guys 
leave, until they are welcomed at Stanford, and 
in a garage, the first personal computer is born. 

And as a result of this competitive process, they 
discover a profit opportunity before anyone 
else, take advantage of it, coordinate, and chan-

ge our lives. But even though they have coor-
dinated a previously existing maladjustment, a 
whole new universe is now emerging. Because 
how are those computers manufactured? What 
computer language are they going to use? What 
operating systems are going to be created? And 
then multiple new opportunities for mismatch 
arise in relation to their operation, program-

ming, operating systems, and so on. And all 
these new opportunities are, in turn, coordi-
nated by the army of entrepreneurs that we all 
are. Therefore, in the coordination process, the 
other side of the coin is that coordination crea-

tes new information, which in turn generates 
further maladjustments, in a social process that 
never stops or runs out, and which I have des-

cribed as the social entrepreneurial Big Bang: an 
unlimited expansion of knowledge and creativi-

When we act entrepreneurially, we produce the three 

essential effects of entrepreneurial activity: information 
creation, communication, and coordination or adjustment.
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ty generated by human beings in an entrepre-

neurial way. This process of unlimited, dynamic, 
and competitive expansion, as opposed to the 
much-maligned equilibrium model used by my 
fellow mathematical economists, constitutes 
the true essence on which all scientific develo-

pment in our discipline should pivot. Not on the 
equilibrium model, but on the dynamic model of 
the social entrepreneurial Big Bang.

And if I finally marry Nazaret, she had three 
other suitors who are disappointed. One is even 
on the verge of suicide, and the other, well... 
time heals everything, and after a month has 
passed, he realizes that there are other girls. 

And even if they all get married, new women 
are constantly being born. The social process 
never stops or runs out. Therefore, those who 
consider themselves defeated because they 
have not succeeded in competing should never 
despair. As General Franco—whom I do not like 
to quote, a fascist, a dictator, and elderly at the 
time—said: They told him, “We have bad news.” 
‘ 'What is it?’ he asked. ‘Well, our prime minister, 
Admiral Carrero Blanco, has just been blown up’. 
And then he replied: 'Every cloud has a silver 
lining'. An act of entrepreneurial creativity! Did 
you know that anecdote or not? Those present 
were taken aback by the response, and in fact, 
the dictator was right, because from then on, 
democracy came to Spain.

The division of knowledge

Let's now talk about the misnamed “division 
of labor.” It is another term that has become com-

monplace in our discipline thanks to its self-pro-

claimed founder, Adam Smith, who, incidentally, 
is not one of my favorites. Although many consi-
der him the founder of economic science, Adam 
Smith did more harm than good. He inoculated 
the virus of the objective theory of value and the 
equilibrium model, on which the enemies of the 
market have built their entire lethal argument. It 
is incredible that many liberals go to conferen-

ces wearing Adam Smith ties! Every time I see 
one, I want to take it off. For example, my great 
friend Carlos Rodríguez Braun, right there and 
then, take it off and hang him (figuratively spea-

king) with his Adam Smith's tie!

Adam Smith talks about the division of labor; 
a serious mistake. What we have is a division of 
knowledge, an intellectual division. Mises, from 
1920 onwards, in his analysis of the impossibi-
lity of socialism—because, as we discussed in 
the previous class, economic calculation in so-

cialism is impossible—already refers to this, ta-

king a step toward subjectivity and toward the 
modernity of the revolutionary approach of the 
Austrian School, which is what you are coming 
into contact with. Mises refers explicitly to the 
“intellectual division of labor.” At least he says 
“intellectual,” although ‘labor’ should be remo-

ved. And let's ask ourselves a very important 
question. Because if anything characterizes the 
advancement of civilization, driven by an “army” 
of eight billion creative entrepreneurs, it is that 
we are increasingly taking advantage of a grea-

ter volume of information and entrepreneurial 
knowledge than we have at the individual le-

vel. Let me give you an example. Right now, I'm 

wearing a Swiss watch. It was made in Switzer-
land! I have no idea how watches are made.

 Older people develop cataracts, believe it 
or not. I have state-of-the-art intraocular lenses 
that allow me to see from a distance, at medium 
range, and up close. They were made in Belgium. 
I know nothing about this. Engineers, entrepre-

neurs, suppliers, hundreds, thousands of people 
have been involved in each of these products. 
I'm wearing a suit made of English wool that's 
made on Saville Street in London, but the wool 
comes from India. And you're using computers 
right now. Do you know how many thousands 
and thousands of hours of thinking, designing, 

and programming went into them? And cell 
phones, let's see. There are idiots, like me, who 
have an Apple iPhone. And then there are sen-

sible people who have the other operating sys-

tem, Android. I say this because my son always 
laughs at me: “It's unbelievable, you're a typical 
Apple sucker.” And since I was taught with an 
Apple, and I'm too lazy to learn something else, 
I stick with Apple. And so on and so forth.

It's clear that human beings are increasingly 
taking advantage of a greater volume of infor-
mation than they have available. And if there's 
one thing that differentiates human beings from 
two hundred years ago, or five thousand years 
ago, from human beings today, it's that today 
we take advantage of an immensely greater vo-

lume of information and practical entrepreneu-

rial knowledge. And yet, human neurons haven't 
changed in the last million years. We have 150 
billion neurons. Our children are born, they are 
small, their brains are like sponges, they absorb 

everything. And then, from the age of twenty 
or twenty-five, we start to lose ten thousand, 
twenty thousand, thirty thousand neurons 
every day. But it does not matter, because we 
have 150 billion neurons. Which, incidentally, 
is the same number of stars in our Milky Way 
constellation. And you know that when you look 
through a telescope and see thousands of stars, 
half of them are not stars, but constellations, 
which in turn contain billions of stars, meaning 
that we are in an immense universe. 

And the question I wanted to ask is this: 
How is it possible that we can take advantage 
of an ever-increasing volume of information if 

our brain's capacity for management and un-

derstanding remains the same? The process 
of civilization's advancement is based on the 
following: human beings realize that we achie-

ve our goals better if, instead of killing each 
other—as Israelis and Palestinians do—we tra-

de with each other. In other words, we specia-

lize in what we have a competitive advantage 
in. Some people are better at making shoes, 
others at making shirts, others at programming, 
and so on. In the early days of humankind, in 
prehistory or antiquity, when we were much 
less developed, although we had much less in-

formation to draw on, paradoxically, each hu-

man being had to have much broader and more 
varied practical knowledge from a qualitative 
point of view. We knew how to hunt, butcher 
animals, make clothes from skins, and cook. 
Women knew how to give birth: they would 
go to a tree and give birth, more or less. And 
what is this about knowing how to give birth? 

In the coordination process, new information is created, 
which in turn generates further maladjustments, in a 

social process that never stops or ends.

Although many consider him the founder of 

economic science, Adam Smith did more harm 

than good.
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Where has this been seen? Nowadays, you go 
to the hospital and they do everything for you. 
They even give you an epidural: “I do not want 
to know anything.” And then they take the baby 
out, unless you're a brave, heroic woman who 
says, “I want to have it naturally, like before.” 
But in any case, everything is monitored, with 
doctors on standby, and so on. It has nothing 
to do with the past. We also knew which plants 
were edible and which were poisonous, we 
knew how to fish, we knew many more things. 
If any of us were put in a time machine and tra-

veled back in time, not a million years, but only 
two thousand, we would last less than a cake 

outside a school, because we do not know how 
to do anything necessary to survive.

 So how is this possible? The process of civili-
zation's advancement is based on our increasing 
specialization in a narrower field of knowledge, 
in which we acquire training and a great compe-

titive advantage. Today, I specialize not in com-

puter programming language, which in itself 
would be something general, but, for example, 
in the Windows 5 operating system. And tomo-

rrow it will be in something even more concre-

te and specific, such as artificial intelligence in 
any of its applications, and so on. But I do not 
know how to make bread or butter, or milk a 
cow, or practically anything else. I specialize in 
one specific thing. If I went back to a time in the 
past, I would starve to death because I do not 
know how to do almost anything to feed my-

self. Fortunately, however, the advancement of 
civilization allows each of us to specialize in an 
increasingly narrow field, with a greater depth 

of knowledge and competitive advantage, in a 
dynamic process that never stops or runs out. 
And what happens? The light bulb goes on, and 
we realize that we come out ahead. Instead of 
having to replicate in our minds all the neces-

sary knowledge—how to hunt, how to butcher 
the game, how to make clothes, how to make 
butter, and so on—we specialize and exchan-

ge products with each other. And that is what 
allows us to take advantage of an immense 
volume of entrepreneurial knowledge that we 
do not actually have individually. In fact, pa-

radoxically, it can be said that, in quantitative 
terms, modern man knows much less than an-

cient man, as I have just demonstrated; in ter-
ms of the extent of knowledge, we know less. 
However, even though we know less, our 150 
billion neurons are not absorbed in replicating 
repetitive knowledge to be mediocre hunters, 
tanners, etc. We focus on something very speci-
fic. Today, for example, someone can specialize 
exclusively in Windows programming systems 
or the Windows 5 operating system, or artificial 
intelligence. Then, we exchange the products 
we generate, where we have a significant com-

petitive advantage, with those of others. And al-
though each of us knows less in absolute terms, 
our mental capacity, which is the same as it was 
a million years ago, is increasingly concentrated 
on a narrower area of knowledge. How is it pos-

sible that, with limited comprehension, we can 
take advantage of an ever-increasing volume of 
information and knowledge, to the point that 
today it is incomparable with that of centuries 
or millennia ago?

The process of advancing civilization is based
on our increasing specialization in a narrower

field of knowledge.
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 But the global volume of knowledge or in-

formation that we took advantage of at a given 
moment in history was very small, and then, 
over time, we took advantage of a volume a 
thousand times greater, and yet the mental ca-

pacity of each individual remains the same (each 
head has 150 billion neurons). It is clear that we 
can only globally support this immensely grea-

ter volume of information if the number of hu-

man beings increases and multiplies; that is, if 
the number of “creative human ants” increases. 
As Hayek says, we can be few and poor or many 
and rich. Those are the two alternatives, becau-

se we are not bacteria or penguins, where if one 

jumps, they all follow. No! Every human being, 
even the most humble, is endowed with an in-

nate creative capacity, and therefore the more 
“creative minds” there are, the better it will be 
for society, and the greater the volume of infor-
mation that can be sustained collectively.

An example I often give: the year 1962—I re-

member it as if it were yesterday—The Second 
Vatican Council was inaugurated with Pope John 
XXIII. In a television report, they said: “There are 
3.2 billion people in the world.” In '62, don't think 
it was a long time ago, it's not even a hundred 
years ago... And how many are we now? More 
than eight billion. But the important thing is that 
those 3.2 billion people who were in the world 
sixty years ago lived much worse than we do, had 
access to much less information, and enjoyed a 
much lower standard of living. Today there are 
many more of us, eight billion, and we are also 
immensely richer; and what's more, according to 
the UN, in the last twenty years, seventy million 

people have been lifted out of poverty every 
year. Do you know what that means? Seventy 
million a year. In twenty years, how many people 
have been lifted out of poverty? One billion four 
hundred million! Never in the history of humanity 
has such a thing happened. Thanks to what? On 
the one hand, population growth is a necessary 
condition for the development of prosperity. And 
this necessary condition also becomes sufficient 
if it is accompanied by freedom, private property, 
and capitalism. Population growth is never detri-
mental to wealth. The doomsayers who drama-

tize the future, sycophants of the Club of Rome 
and Malthusianism, what do they say? They only 

conceive of the economy in physical, static ter-
ms; they think that the economy is “a pie to be 
shared,” and since it is “a pie to be shared,” the 
more people there are to share it with, the more 
poverty there will be. And then a man named 
Mao Zedong comes along with his cultural revo-

lution and says, “We are very poor in China! One 
billion two hundred million!” It does not occur to 
him that they are poor because of socialism and 
communism. No; what they do is prohibit having 
more than one child, fine families, or even for-
ce abortions on those who have more than one 
child, especially if a girl is expected. And this 
monstrous regime has been in place until prac-

tically yesterday. But it turns out, dear students, 
that we are not bacteria, we are not mice, we 
are not penguins; we are creative human beings! 
And therefore, the more billions of us there are 
in an environment of free enterprise and respect 
for private property, the more expansion of civili-
zation and wealth is generated in the world.

Here is a very curious historical case. You can 
look it up on the internet. It was the bet made 
by Julian Simon, a friend of mine, may he rest 
in peace, professor of economics and author of 
the book The Ultimate Resource, with Paul Ehr-
lich, who is one of the prophets of doom pre-

dicting the tragic future that awaits humanity if 
the population continues to grow. Simon said to 
him, "You are radically wrong. Human resources 
are the most valuable resource; human beings 
are creative. And I'll make you a bet: in twen-

ty years, you say that oil will have disappeared, 
that there will be almost no copper, coal, or 
iron left, and that civilization will collapse. You 

believe that we should do what China is doing 
and prohibit population growth. Well, I bet you 
that in twenty years, the stocks of everything 
you mention will have doubled and prices will 
be half what they are now." And Ehrlich, so con-

vinced, accepted. Do you know who won the 
bet? And by a landslide: Julian Simon! None of 
those resources disappeared; on the contrary, 
they multiplied because human entrepreneurial 
ingenuity is limitless, and the more human be-

ings live better, the more entrepreneurial and 
creative they are by nature.

Take a look at the newspaper archives, I was 
going to say from New York, but also from Ma-

drid, between 1890 and 1900. There was a very 
serious problem that, it was said, could bring ci-
vilization to a halt. Do you know what the pro-

blem was? There are some really dramatic pho-

tos of New York, of its streets, and so on. The big 
problem that was going to bring civilization to a 
halt was, hold on to your hats, horse excrement! 

And they argued their case very well, in a popu-

lation of one million inhabitants, all on horse-

back... What they did was project their past in-

formation onto future growth and say: “We are 
going to be buried in horse manure, it will not 
be possible to collect it, economic development 
will come to a halt. Father State, please defend 
us from all the misfortunes that have happened 
and are yet to come.” I do not care if it's horse 
manure, global warming, or the doomsayers of 
the Club of Rome. Human beings are manipula-

ted and terrorized by those who always believe 
they are right. “It's obvious, of course, you can 
see it, we can't go on like this. We have to put a 

limit on growth, we have to put a limit on econo-

mic development. Daddy State has to regulate, 
we have to sacrifice the horses, and so on.” And 
what happened? Fortunately, at that time there 
was no state that intervened so much. Nothing 
was done. I repeat: nothing was done. And the 
creative genius of a man discovered the internal 
combustion engine in 1908. Goodbye horses, 
goodbye problem. Everything solved. We went 
from one billion inhabitants to three billion two 
hundred million, and from three billion two hun-

dred million to eight billion. And if you travel by 
plane, dear students, and you are curious like 
me, and you are not afraid of heights and you 
look at the ground, you will see that practically 
everything is empty, only occasionally is there 
a city. If the nanny state stops interfering and 
the force of entrepreneurial creativity conti-

nues its course, we could be not eight billion, 
but eighty billion human beings, and also much 
richer and more prosperous than we are now. 

Population growth is a necessary condition 

for the development of prosperity. 

It is never detrimental to wealth.

Over the last twenty years, seventy million people 

a year have been lifted out of poverty In twenty 
years, that's one billion four hundred million!
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We cannot even imagine such prosperity. Not 
only eighty billion, but eight hundred billion, or, 
as the footnote in my book Socialism dedicated 

to the physicist Tipler says, our prosperity could 
increase a hundred billion times on Earth, in an 
environment of free enterprise and respect for 
private property.

Let's see, are any of you Trekkies? Do you 
know what that is? Has anyone seen the Star 
Trek series? I've been a big fan since I was a 
kid. As a child, I watched Star Trek with Cap-

tain James Kirk. Now its former stars are all old 
or have died. Then came Jean-Luc Picard, fo-

llowed by the postmodern world with Captain 

Janeway. And now we have LGTBIQJKR2 cha-

racters. Well, it does not matter. Tipler says that, 
with the support of the universe, humanity's 
capacity for expansion is unlimited. If only on 
Earth, imagine, with all the available areas, with 
colonies in the oceans, we could be a hundred 
billion human beings without any problems, 
neither environmental nor anything else, with 
support not only on Earth but in the universe, 
humanity's capacity for expansion is unlimited.

 Because, I repeat, economics is not about 
the material realities of the outside world. It is 
not about the limitation of tons of oil, horse ma-

nure, CO2, and so on. It is not about that. Econo-

mics is about spiritual realities, about ideas that 
human beings are capable of creating out of no-

thing. It only takes one human being to discover 
an internal combustion engine or triple-efficien-

cy injectors for that to be equivalent, ipso facto, 
to a threefold increase in oil reserves. That's in 
the context of the internal combustion engine. 

But why am I talking about internal combustion 
engines? There is nothing more harmful than all 
the measures being taken in relation to global 
warming. Why is Big Brother opting for electric 
cars? Who came up with such nonsense? They 
are even blocking entrepreneurial creativity in 
other areas. Combustion engines that produce 
half, a third, or a tenth of the CO2 could be dis-

covered, and in fact have been on many occa-

sions. But all that potential has been cut off be-

cause the state has opted for electric cars. But 
do you know how much electric cars pollute? 
Do you know how much lithium pollutes? Do 
you know the damage that lithium mines do to 

the environment? But then along come the so-

cial engineers from Brussels, from the ministry 
of the day or, worst of all, from the Ivy League 
universities in the United States. The most re-

pulsive scientific arrogance. I'm telling you this 
so that you do not make the mistake of going to 
the United States to get your degree. They think 
they know a lot, that they are very smart, that 
"science is what is measurable". And their atti-

tude filters down to politicians, and politicians 
are paid to create crises and appear as saviors of 
the homeland, thus gaining our fearful support. 
And they make us believe that we can sleep 
peacefully because Daddy State detects all 
the problems, keeps track of what needs to be 
done, is good, and achieves all the objectives. 
And besides, the cost does not matter because 
“the rich” pay for it. But the rich, as I say, are 
very few, and even if everything we have were 
distributed among the people, it would achieve 
absolutely nothing.

The economy is not about realities in the outside 
world. It is about ideas that human beings are 

capable of creating out of thin air.
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Think of the richest man in Spain, the ow-

ner of Zara, Amancio Ortega. Amancio Orte-

ga's fortune: about eighty billion euros. Let's 
suppose that everything is taken away from 
him, expropriated, and, to the delight of Socia-

list supporters, distributed among all the inha-

bitants of the planet. Do you know how much 
each person would get? A ten-euro bill, like the 
one I tore up the other day. Everyone gets a 
sandwich, and the next day, what happens? 
With that eighty billion euros confiscated, 
dozens of factories have closed and thousands 
of workers have been laid off. And if this be-

comes widespread, we will return to the Stone 

Age. There is nothing worse for civilization, for 
the advancement of development and, abo-

ve all, for the improvement of the wealth and 
standard of living of the most disadvantaged, 
than persecuting capitalists and expropriating 
their capital. Because that capital is invested in 
the form of machinery and productive equip-

ment that greatly increases the productivity of 
workers. And workers, as we will see later, are 
always paid the value of their productivity (or 
more precisely, the discounted value of their 
marginal productivity), which is their wage. The 
more capital accumulated, the more wealth, 
the higher wages, and therefore the process of 
civilization is based on continuous population 
growth in an environment of freedom in which 
human beings realize that they stand to gain by 
accumulating capital, that is, by saving. And, as 
Mises explains, in addition to this, there is an 
increase in per capita capital, even though the 
number of human beings is growing at an acce-

lerated rate. In other words, capital accumula-

tion is faster than population growth. Here we 
have the best of all worlds: new creative human 
beings, capable of unexpectedly changing the 
entire course of civilization, driving it forward 
and, in addition, generating a per capita accu-

mulation of well-invested capital goods as a re-

sult of capital accumulating at an even faster 
rate than the increase in population. So, you 
know, dear students: have children. And if you 
do not want to have them, I do not care, becau-

se they will come from outside. If Spaniards do 
not want to have children, it does not matter, 
because they will come from other places, from 

Latin America or Africa, which is a blessing 
from God (if they come legally, respect proper-
ty rights, and integrate as God commands). We 
in Spain have about seven million immigrants. 
And we are lucky, because for many there is not 
a big cultural leap (only a fifth come from the 
Islamic-Muslim world and the other three quar-
ters from Latin America). You travel through La-

tin America and everyone speaks Spanish, with 
some accent or some peculiarity (for example, 
you say “coge a tu mujer” and they are scanda-

lized, because there it has another meaning. I 
always say that these are matters of nuance. In 
Argentina, for example, they say: “Look at tho-

se Spaniards, how they speak, they call a skirt a 
pollera.” Well, hey, what an elegant pollera you 
have. Here in Spain, girls would be shocked and 
would probably report anyone who expressed 
themselves in that way for harassment). 

Well, I have explained to you the division of 
knowledge, the role of population growth, spe-

cialization, and exchange. And this is what ex-

pands knowledge and civilization without limits. 
As you can see, these are counterintuitive ideas, 
but this is the great contribution of economic 
science. And now I'm going to finish with the 
last two sections on this topic.

 

Creativity versus maximization

Many practitioners of economic science as 
a discipline seek to construct it in the image 
and likeness of the natural sciences, especially 
physics, which is considered the natural scien-

ce par excellence. The world of physics, which 

we have already discussed, is distinct from the 
world of human beings, the social sciences, and 
economics. Thus, we have seen that there are 
concepts such as physical time and experimen-

tal time, or the concept of class probability. In 
physics, probability is understood as a class 
phenomenon; in the world of human action, the 
concept of probability is completely different 
(case probability). We have also discussed the 
radical difference between practical entrepre-

neurial knowledge and scientific knowledge. 
On the other hand, if anything characterizes the 
world of physics, it is that its parameters are gi-
ven. Physical science advances by discovering 
regularities, through laboratory experiments, 
whether direct or indirect, more or less com-

plex, or by using tools such as a linear accelera-

tor. Brilliant hypotheses are proposed, such as 
Einstein's theory of relativity—relative, absolu-

te—and then, thirty, forty, fifty years later, it is 
proven to work. In the world of physics, the ba-

sic elements are given, and time is nothing more 
than an analogy of movement. Well, you know 
that in physics, phenomena are given... but in 
reality, they are not, because the entire universe 
is also moving at tremendous speed and expan-

ding since the initial Big Bang fourteen billion 
years ago, and so on. But physicists approach 
the world in terms of mathematical maximiza-

tion. That is, an objective function they want to 
achieve and means that are already known and 
assumed to be within reach. A problem of maxi-
mization, of maximums and minimums, is posed. 
I do not know if you remember, maybe you were 
taught this in high school: the first derivative is 

positive, the second is negative, and so on. The 
data is entered, a button is pressed, and the op-

timal maximization result appears.
Many of my colleagues (most of them) con-

ceive of economics as a discipline created in the 
image and likeness of the world of physics, ba-

sed on the criteria of constancy in phenomena 
and maximization. They aim to mirror what is 
done in natural science and applied engineering. 
And this suits them very well, because it seems 
that in this way they can achieve control over 
everything, control over our lives. They create 
large statistics departments, the National Sta-

tistics Institute collects data, they conduct sur-
veys to see what consumers think, they press a 
button, and that's it.

And the European Central Bank develops a 
mathematical hyper-model of monetary policy; 
they think they know that if they increase the 
money supply and engage in quantitative ea-

sing, if they buy so many billions of debt, they 

There is nothing worse for civilization and, above all, for 
improving the standard of living of the most disadvantaged, 

than persecuting capitalists and expropriating their capital.

If Spaniards don't want to have children, it doesn't 

matter, because they will come from other places, 
from Latin America or Africa, which is a blessing.
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press the button and conclude: inflation will be 
2%. And they tell us: “next year inflation will be 
1.9%.” Everyone reads it and believes it!

 But all this is nonsense, because the social 
world does not work like that. There are no cer-
tainties, everything is variable, and everything is 
variable because the future is ineradicably un-

certain. And it is ineradicably uncertain because 
it is dominated by creative human beings, like 
you and me. And until we believe the relevant 
information and act to achieve the correspon-

ding ends, the future will not be constructed or 
determined. Because the future is not “to come,” 
it is “to be done.” Therefore, we must rebuild the 

entire field of economics, not on the basis of the 
old postulates of social engineering and maxi-
mization typical of the 20th century, which also 
ended in the greatest genocides, world wars, and 
upheavals imaginable, but rather we must rebuild 
the entire discipline in terms of entrepreneurial 
creativity. This is the academic project to which I 
have devoted my entire life. Not alone, because 
I do not consider myself a particularly intelligent 
or original person, but rather as the heir to a tra-

dition of noble lineage, which has its origins in 
the scholastics of our Golden Age and was taken 
up again by Carl Menger in 1871. Then came the 
following generations of the School: the second 
(Böhm-Bawerk), the third (Mises, Hayek), until 
we reached the fourth, to which I belong. And 
we should be very proud to have come into con-

tact with this approach, especially as Spaniards, 
because its origins lie, I repeat, with those great 
thinkers of our Golden Age, at the University of 
Salamanca.

 Some of you look like you're thinking, “What 
a mess I've gotten myself into with this profes-

sor.” You would almost prefer that I give you 
four functions, some curves, a simple formula, 
press a button, and come up with an optimum 
and think that everything was under control. I 
don't do that, but not because I am not a mathe-

matician, which I am by profession, but because 
that approach is incompatible with the discipli-
ne we are studying and because my mission is 
to teach you the scientific truth in economics 
and not the wrong approach. 

The fact is that there are two opposing 
approaches: that of creativity versus that of 

maximization. Economic science, in its origins, 
arose around an ideal type: homo economicus... 
Homo economicus was a soulless “human” being 
who pursued only financial goals in his life. The 
cultivators of the classical Anglo-Saxon school, 
led by Adam Smith and company, focused all 
their analysis on this figure. It was not until the 
Austrian School's approach spread, especia-

lly under the leadership of von Mises, that the 
Austrians realized that human beings must be 
studied as they really are and that the vast ma-

jority of us do not pursue strictly financial goals, 
because we are also influenced by friendship, 
honor, the desire to behave well, or philanthro-

pic goals such as those of Mother Teresa of Cal-
cutta. Therefore, economic science must be ge-

neralized, not as a science of homo economicus 
in a static and maximizing environment, but as 
a discipline focused on human beings with all 
their virtues, defects, and limitations, while in 
any case endowed with an innate creative en-

We need to rebuild the whole field of economics, not 
based on the old postulates of social engineering, but in 

terms of entrepreneurial creativity.
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 With manipulation and brainwashing, we 
are made to believe that we are part of a kind 
of organic being superior to ourselves, to which 
we are indebted; we are made to believe that, in 
front of a colorful rag we call a flag or a certain 
soundtrack we call an anthem, we must go to war 
and die. And we kill each other when, in reality, 
we would be much better off trading. Consider 
how serious it is to fall into the trap of thinking 
that these realities exist above ordinary human 
beings. So what happens then, professor? Does 
society not exist? No, it does not exist if unders-

tood in anthropomorphic terms. It does not exist 
if we say things like “Spanish society has deci-

ded this.” Or as President Sánchez said the other 
day... Sorry, sorry, let's be respectful, Dr. Sán-

chez! He said: “In the last elections, the Spani-
sh people decided on a progressive government 
with the incorporation of...” What? The Spanish 
people decided? Some may have decided one 
thing and others another, but how can anyone 
claim to represent all Spanish people?

But then, does society exist? Not in the an-

thropomorphic sense, but as an abstract con-

cept that economic science allows us to unders-

tand. And that is what we are going to do now. I 
am going to explain the definition of society, be-

cause in order to understand what society really 
is, we need to know about economics, and we 
already have enough rudiments to understand 
its concept. Dear students, society is, mark my 
words, an abstract concept; it is a reality, but an 
abstract one. Let's take a look.

Society, above all, is a process. And what is a 
process? A process is a dynamic structure. Did 

you play with Meccano sets when you were li-
ttle? Notice how we have to use foreign terms 
to understand reality. Imagine Meccano, like 
connected nodes that form a structure. Well, 
that, in motion, would be a process. Society is a 
spontaneous process or dynamic structure, that 
is, it has not been consciously designed by an-

yone, but arises only as a consequence of our 
own human nature when we interact with each 
other. It is a spontaneous and very complex 
process. I would go even further—Thomson and 
Thompson, who read the Tintin books? Are they 
still being read?—I would go even further: it is 
a spontaneous, very complex process, I would 

even say extremely complex; Hayek says it is the 
most complex order in the universe. It is made 
up of eight billion human beings, each endowed 
with an innate entrepreneurial, creative, and 
dynamic capacity. Each of them continually dis-

covers and creates an unfathomable variety of 
goals and ends, developing tastes, assessments, 
and practical knowledge about the means to 
achieve them. And what does this spontaneous 
and extremely complex process consist of? It 
is a process of human interactions. What is the 
name of Mises' textbook? Human Action. But 
we do not act alone; we act by interacting with 
others. I buy from one person cheaply and sell 
to another expensively. Why? Because what I 
have, you lack, and vice versa, or we comple-

ment each other very well as a couple, and so 
on. It is a spontaneous and highly complex pro-

cess of human interactions that are basically ex-
change interactions, many of which are reflected 
in monetary prices.

trepreneurial capacity. And it is the protagonist 
of that competitive process of social and en-

trepreneurial Big Bang that never stops or runs 
out, although it tends to be as coordinated as 
humanly possible in each historical circumstan-

ce. Remember: entrepreneurial action coordina-

tes, but it also creates and, at the same time, 
distorts the world, generating new opportuni-
ties and so on.

There was a famous economist, Lionel Ro-

bbins, who wrote a work entitled An Essay on 
the Nature and Significance of Economic Science. 
Let me tell you his story: two English socialists 
(the married couple Sidney and Beatrice Webb) 

created an educational institution called the 
London School of Economics, with the aim of 
seeking an alternative to capitalism, which they 
considered wasteful. For them, their ideal was 
the Italy of the fascist Mussolini, the Nazism of 
Hitler, and, above all, the communism of Stalin. 
That was the origin of the London School of 
Economics. But foundations can sometimes be 
treacherous. In this case, they hired Professor 
Edwin Cannan, who was a liberal and unders-

tood a little of everything I am telling you. Can-

nan hired Robbins, who was a very young man 
who had made his career at the London School 
of Economics and had one advantage: he knew 
German. They sent him to Mises's seminar in 
Vienna. At Mises's seminar, he took notes, but 
he did not understand everything very well. And 
so, in his book, he defines economics in a reduc-

tionist way as the science that studies the use of 
scarce resources that are subject to alternative 
purposes and subject to resource constraints. 

He therefore gives a strictly static definition of 
economics in terms of maximization. And this 
has been weighing down our discipline until the 
true message of Mises is discovered, which is 
that of the creative and unlimited expansion of 
human entrepreneurial knowledge.

 

Concept of society

That said, dear students, all that remains 
for us to do to finish the class is to define what 
society is; our concept of society. A word of 
warning: let us not fall into the errors of those 
who manipulate us, nor into those of many so-

cial “scientists” who adopt an all-encompassing 
view and think that the concepts of state, nation, 
etc., are anthropomorphic realities. They tell us: 
“France and England declared war on Germany.” 
That is a lie. France and England did not decla-

re war on Germany. France and England are not 
human beings who can decide univocally for 
everyone or who have the capacity to act. To-

day I read in the press: “Spain has sent a plane 
to pick up Spanish refugees from Israel.” Laugh 
it off. Spain has done no such thing, because 
Spain as such does not exist. In the social world, 
there is no reality outside of the ordinary hu-

man beings who constitute the process of so-

cial cooperation. This is an essential idea. It is 
not that Germany declares war on France. Four 
nobodies, led by a short man with a moustache 
and a Jewish face, who was terrible and called 
Hitler, decide to send millions of people to war 
to die, to fight against millions of others, when 
they had nothing against each other.

Society is a spontaneous, dynamic process or structure 

that has emerged as a result of our own human nature 

when interacting with one another.

The great wonder of economics, which is the 

youngest of all sciences, is that it has discovered this 

spontaneous reality of society and studies it.
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 Furthermore, it is a process that takes pla-

ce on the basis of a series of standardized beha-

viors, that is, institutions such as those we have 
seen in the fields of language, morality, law, eco-

nomics, and money. And what drives this spon-

taneous and highly complex process of human 
interaction? It is driven by the force of the entre-
preneurship function, which continuously creates 

information, communicates or transmits it, and 
coordinates the previously misaligned behaviors 
of human beings, all based on the principle of 
the division of knowledge. And all of this is always 
done competitively, so that the contradictory 
plans of human beings are gradually discovered 
and coordinated, as much as is humanly possible 
in each historical circumstance.

Society, therefore, exists. It is a reality, albeit 
an abstract one. This, and only this, is society. 
Society was not created by anyone, nor is it the 
result of a social pact or social control. The great 

wonder of economics, which is the youngest of 
all sciences, is that it has discovered this spon-

taneous reality and studies it. Now, as econo-

mists, even though society was not deliberately 
created, we do realize and discover that it has an 
effect of extraordinary importance, producing a 
very significant result. Do you know what sur-
prising result it produces? Take good note. This 
has not been organized by anyone, and it arises 
only from our spontaneous interaction, genera-

ting life! In what sense? In the sense that there 
are more and more millions of people, billions, 
and they are becoming richer. A richer, more 
moral, more ethical, more productive, more ful-
filled life. That is the result of the process when 
it is allowed to evolve spontaneously and the 
state does not intervene or coerce it from out-
side.

Thank you very much, dear students.
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