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Chap’t‘er \

The Thkntte \’\onger versos Lmites ’Rzza

'\;Ma%}ne Yov are sH"HnS n “ovr room with a 3;an’\’ wish Iist. Yoo wartt a orand new smartohone.
\/ou hlarf'\" 6es;t~3ner sﬁoes. \{oo \uan‘l" ‘f‘o travel the wor\d. \{Oo wan‘r an '.n-?mi‘f‘e sopp\\ﬁ o*@ ho‘\' ()'_220
delivered to yovr door everyy J;r\%)\e Oann. Yoor desires are ab;oiu‘t‘e\vs endless.

)\low reach wito weer pocket. Yol out yeor wallet. Yoo probab\‘j o"“ﬁ have a few cons or a
covple o€ bil\s.

That spec;‘@;c *@eel;ns r;ﬁh‘\"\"here 15 the erttire €ovndeation of economicy. You have an infonite
hur\aer ‘Qbr “H’\;ncbj bo‘\" v)oo \;ve ;r\ a wor\é w'rfh ‘;M;‘t—ed S‘h)‘(:‘g‘ We ha\)e \]M;’t—ea Mor\e\ﬁ. \_}Je ha\)e
\mited \and. We have limited woater. We have Wimited hoors in the ‘9“‘3~

Recavse we have limited stoff we are forced to make choices. Yoo cannst boy the smartphone
and the shoes. Yoo have to pick one. When Yov choose to bu‘.ﬁ the shoes Yoo are Q;V;”% vp the
smartphone. he ’ﬂ\]n% yov \eave behino 15 wovr troe cogt. We call this the Of)por’t‘on'rho Cost.
E\:erxﬁ choice “wov make n Lfe costs yov the oppor‘h:n;'ha to do JOMQ‘t’h;Y\(a e\se.

This Qees not just happen to wov. Tt happens to %;an‘(" companies. Lt happens to entire
covontries. & coon‘h‘«ﬁ has to decide W it wants to bond more schools or bold more hospitals. Theu)
cannot builld e\:er\ﬁ‘\‘hfng).

To vnderstand how covritries make these massive decisions we vse a brtiant wiscal map. We call
this map the Y redvction Posﬁb]“ tes Corve. It s00nds ke o \o;% ‘Fonuﬂ t+tle out s ad‘ua(\ﬂ
}ur\" A s‘f':m.ﬁ aboo+ a@ ‘Gac’f’or‘ﬁ.

Let o5 took ot the wsval S’\'oru\) rieht now.
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The Story Rehind The Corve -
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Tractors (Eood)

Here 15 the map of our coon‘h‘vs. T want Yoo to ;maalne a nathion that on\t:) makes Two "‘h]ngs.
Thevb make | ractors To feed Thew people and ‘H’\evs make \anks o prd‘rec‘f“t‘he‘\r people.

Translatine the Map

Please loox ot the Sraph above. L do not want wov Yo see this a5 math. L want wov To see
“thig af§ a ‘od‘f"f’\e—Ge\é of choices.

ook at the bottom \ine spreac);n% out to the rfsh’(’. That represertts The Nractors. The
Sorther “ov walk down that bottom line the more %000 the coon’\'rt:) s corow}ng.

Now \ook at the side \ine reach}n% op to the sy That represerits the Tanks. (he h;aher Yev
Aimb op thet s10e line the more M;\H'c\rvb pro‘t’ec‘ﬁor\ the Loor\"'rvb has.

Now \ook ot the b;g s0\id oreen corve. Theat oyreen line 1§ a maﬂica\ bounaar\:). TH 5 the
absolvte maximom imit of wheatthis cooritryy can boild. e evern singfle worker wakes vp early,
Na every gln%\e machine s ronnfna ot Gl power, and - abso\o“'elub no‘t’h;na ooes to waste, ‘l’hetﬁ
will land exac’H\s on that oreen \ine.

et vs wisit the reo dots \;v;ng) on that oreen 'ooonbaru) fine.

L ook of Poirt A. At Poirt A the coun‘t’nﬁ has pushed all of s workers wite The weapons
£actories. T’heﬂ are bun\é;ns a massive armay of Tanks. But loox s‘f‘ra;rsh‘t‘ down To the bottom
\ine. The‘-g are bo]\é‘ns 2ero |ractors. The-g have total pro‘l"ec_‘ﬁor\ but the people are So;ng +to

&’f‘ar\ae.
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Now look down ot the bottom corner at Porrt 2. The coon‘t'rub has decided to become ’h)‘t’a(\vb
peacefv\. E\Jertﬁ worker 1§ bu'-\c)'\n% Tractors. Tf\eu\\ have mouvrrtains o€ €o0d. But ook rt'raa}ah‘f‘
across to the 510e line. Thetj have 2ero \anks. Thec:) have ol bellies byt 'H’]eub are comp\e’\'ehﬁ
Oefenseless.

Thns ;S ‘rhe e¥ac+ ’V\QO‘Y\;V\S o‘Q‘ Oppor’f‘on-\’hs Cos’t’. #oo car\no‘f“ "\a\:e Max;mum Tanks and Ma)‘;MUM
Tracters. To «3&’1’ more oXk one ‘ﬂ’\;ng wou most %;\»e vp the other.

Sothe leader of the coon’t’nﬁ Oecide§ to be smart. The leader chooses Po'\n'f‘ C. look at Point C
res‘f‘fna per?ed’luj in The middle of the oreen corve. At Youwrt C the (our\‘rﬂ.ﬁ ¥ \ou]\é}na a
hea\'f'h'-g amour\’\' o‘G Tan\ﬁg ‘?’o S‘t'cug sa‘FE ar\(‘) a heaH‘h\Jb aN\oon"' o—G Trad’ors o S’t'a\o —Fec). _T:" ;S

a happyy balance.
Rut whoat aloostthe other C)o‘f”s?

[-ook deep inside the corve. See the brown dot \abeled Yorrit DR Point D 15 a‘f’rcuaedvs. At Powrt
D the factories are shut down. The workers are sleep-‘ng at home. The metal s rufﬁr\s n the
')unkcjart). The coon‘\'rc:) s c_oMple‘re\ub capable of reac_h;r\% the olve boor\aarlﬂ bst ’H’\ev) are be'-nﬁ
lazuw and nefEGicient. A-ncﬂ Hme Yov see a ot msde The corve T means the covrttryy § n,ayh’na
its potential.

Now took way out intte the top right corner. Do wou see the porple ot labeled Poirt €3 Point
£ s The ottimeite dream. The c_oon‘f'rvb wartty To bul\d massive amovrts of Tanks and massive
amovrts of Tractors at the same Time. But ‘\'he\o cannst. Theub do not have enou%h metal.
Thewy 00 not have enovah werkers. With the resoorces They have right now Poirtt € 15
covw\;le‘t‘ehj impossiole.

The Miracle o5 Growth

—

X5 Pont E g)o'-nco To be mpossible Sorevers Nosolu“”ehs not.

ook ot the dashed yreen \ine reach;na out forther Than the blue line. Yow 910 tThe coun‘rrvs
POSh thew \oo\mbaruﬁ oo’huarc)z.

Timagine the covntruy discovers « mas§ive new won mine hdden n the mourttains. Or ;mcua;r\e a
brilhant studert invertts a brand new robotic machine That can bovild Tractors twice ag fast. Or
;mac\,);ne mMions of new workers move to the c_owd'rul recdy to work hard .

When a coortryy oyets more resoorces or invents better ‘rechnoloratﬁ their entire boondary shets
ovtward. | hat dashed oyreen line 15 the 3reo’t’es’1" oyoal of evervy netion on earth. That yreen
\ine s Economic Grouwth. Soé()eni\o’ﬂﬁe v‘mposs»‘ble Oream of Powit € becomes per‘gec‘ﬂv) possible.

The B ;3 TaKea\uaub

E\\er;j Time gov \ook ot this smple map wov are seeing the reality of boman existence. Yov are
see;nca scarc_u’hs. Yov are See'\ns the painfol choices leaders have 1o make. Yoo are seefnf,) the cost
of being \a2uy. And Yov are seeingy the incredible power of innovation poshing huomanity Lorward.
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Yoo ha\:e')or‘“ mastered the absolvte fovndation oS economics. Oh’/ \[es “wov 0. E\;ertﬁ‘ﬂ'\'\nﬁ we
learn next builds bn'red’\\g on this battiefielo of choices.
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