
LECTURE: THE BROKEN WINDOW FALLACY, 
Or, ‘The Un-Blessings of Destruction’

“Economics is haunted by more fallacies than any other study known to man.  
This is no accident. The inherent difficulties of the subject … are multiplied a 

thousandfold by a factor that is insignificant in, say, physics, mathematics or 
medicine—the special pleading of special interests.”

- Henry Hazlitt, Economics in One Lesson

“There is only one difference between a bad economist and a good one: the bad 
economist confines himself to the visible effect; the good economist takes into 

account both the effect that can be seen and those effects that must be foreseen.”
- Frederic Bastiat, “What Is Seen and Not Seen”

“Much of what passes for economic thinking in the twentieth century takes 
production for granted and focuses on the ways and means by which 

consumption can be increased. It proceeds … as if the problems of economic life 
were not the production of wealth, but the production of consumption.’” 

– George Reisman, Capitalism: A Treatise on Economics

“By way of deduction, you conclude, as happens only too often, that it is good to 
break windows, that it helps to circulate money, that it results in encouraging 

industry in general, I am obliged to cry out: That will never do! Your theory stops 
at what is seen. It does not take account of what is not seen.”

- Frederic Bastiat, “What Is Seen and Not Seen”

“The whole of economics can be reduced to a single lesson, and 
that lesson reduced to a single sentence: 

The art of economics consists in looking not merely at the longer effects of any act 
or policy; it consists in tracing the consequences of that policy not merely for one 

group but for all groups.
Nine-tenths of the economic fallacies that are working such dreadful harm 

in the world are the consequence of ignoring this lesson. ” 
- Henry Hazlitt, Economics in One Lesson

“Pyramid-building, earthquakes, even wars may 
serve to increase wealth...”

- John Maynard Keynes, The General Theory

RECOMMENDED READINGS (& VIEWING):

Here’s some recommended readings to complement this lecture, in roughly chronological 
order.

“What is Seen and Not Seen”
by Frederic Bastiat

Essay online at www.bastiat.org/en/twisatwins.html

Economics in One Lesson
by Henry Hazlitt

Chapter 1: “The Lesson”
Chapter 2: “The Broken Window”
Chapter 3: “The Blessings of Destruction”
Chapters online at www.fee.org/library/books/economics-in-one-lesson/
Book on free download at www.fee.org/pdf/books/Economics_in_one_lesson.pdf
VIDEO discussions of the book’s chapters online at

www.mises.org/media.aspx?action=category&ID=115



“Frédéric Bastiat”- Concise Encyclopaedia of Economics
Online at www.econlib.org/library/Enc/bios/Bastiat.html

“What Ended the Great Depression?”
by Paul Walker

Post online at www.antidismal.blogspot.com/2008/11/what-ended-great-depression.html

“Saving the Depression: A New Look at World War II”
by Mark Skousen

Article online at www.mises.org/journals/rae/pdf/rae2_1_14.pdf

VIDEO: Milton Friedman – The Myth of the Free Lunch
Online at http://www.youtube.com/watch?v=YmqoCHR14n8

VIDEO: Milton Friedman – The Most Persistent Economic Fallacy of All Time
Online at http://www.youtube.com/watch?v=Hrg1CArkuNc&feature=related

VIDEO: “John Stossel’s Broken Window Fallacy”
Online at www.youtube.com/watch?v=UPmo2e-bAMQ

VIDEO: “Disastrous Economic Stimulus” [apologies for the first few tragic 
seconds of footage]
Online at http://www.idiotscollective.com/2011/02/new-zealand-earthquake-broken-
window.html

“Production vs Consumption”
by George Reisman

Article online at www.blog.mises.org/4806/production-versus-consumption/ 

“Cue Card Economics: Demand”
by Peter Cresswell

Post online at www.pc.blogspot.com/2010/07/cue-card-economics-demand.html

“Why Australians Will Pay for Queensland’s Floods”
- Kris Sayce

Article online at 
www.moneymorning.com.au/20110108/why-australians-will-pay-for-queenslands-
floods.html

“I Love the Sound of Breaking Windows”
- Peter Cresswell

Article online at www.pc.blogspot.com/2010/09/i-love-sound-of-breaking-windows.html

“Broken Windows Aplenty in Quake Aftermath”
- National Business Review
Article online at 

The Broken Window Blog
Online at www.brokenwindowwatch.blogspot.com/


