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1
Introduction
______________________________________________________________________________

Here are the answers to the questions, with explanations. You will find that some of the answers are
relatively straightforward, and some require detailed explanations. As I said in the beginning of Volume 1,
it was an open-book test with no guarantee that any of the questions were easy. I hope you found them
to be easy; that would a positive indication that the American education system is doing its job.
Don't be disappointed if you find that you got some of them wrong. The purpose of this "exam" was to
test your knowledge and analytical abilities, not to determine the course for the rest of your life (as some
school-administered exams advertise themselves to be). We all learn as we go along. In fairness, looking back, I doubt that I would have passed such a test when I first got out of school. But I now have the
luxury of passing my experience down to you.
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2
The Answers
______________________________________________________________________________
-- § -Answer to Question 1
This is a trick question. None of the answers are correct because all of them require investments in order
to acquire them. Investments can be made only out of savings, and savings is what is left after you have
met your living expenses. For average persons aged 18 - 22, there is little in the way of excess after
living expenses. Therefore, it is necessary first to invest in yourself.
You are the only thing that you are guaranteed to have for the rest of your life. As my father told me,
"Education is the only thing they can't take away from you."
The real answer is that you should always invest in yourself, meaning you should get as good an education as you can afford. That does not necessarily mean to go to college, or get into the elite private
schools. Contrary to what our so-called "education experts" tell us, college is not for everyone. A life of
useful work that pays the bill is for everyone. It is true that we live in a technological society, and an education that is based on math and some sort of technology will usually command higher wages in the long
run. But many people find they would rather work the "blue collar" jobs. If you are happier doing that kind
of job, all well and good. The important point is to get the most training for the profession you have chosen, and find a job you enjoy.
This is true even if you have to go into debt to get that education or training. Make sure you don't go too
deeply in debt because you will spend many years paying it off when you should be at that time investing
for your retirement. Here is a good rule of thumb. Research the annual entry-level income of the profession you are trying to become qualified for. That annual salary amount is approximately the maximum
debt you should enter into in order for that education to pay off financially. The only exceptions are the
legal and medical professions, which can tolerate higher debt levels because the average income potential over time is much higher.
The socialists demand that you not invest in yourself; socialism is founded on the notion that your life
should be pre-determined by "experts" who will guide and regulate you at every turn. Don't fall for it.
Obtain the best education you can for the profession you prefer, and make sure that you are able to do
for yourself without coercion by either government officials or corporations.
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-- § -Answer to Question 2
This is a trick question. None of the given choices is the correct answer.
Government officials do not have nearly as much power to influence basic attitudes, or behavior, or morality as they may think. They may instill an attitude of cynicism by their constant lying, or by the consistent incompetence. They can pass tax laws with the intention of coercing certain behavior, and may
sometimes coerce behavior directly. It has been proven over and over again that no government can
legislate morality; it did not work with Prohibition between 1919 and 1933; it did not work with the prohibition on abortions until 1973, and it does not, and will not, work with regard to the "drug laws" or the "gun
laws". The government is a fairly weak societal force.
It is true that teachers have a great deal of opportunity to instill basic attitudes into their students, especially when it is considered that teachers spend more time with children than do their parents. But in the
end, the teacher can only instruct (or indoctrinate, as the case may be); they can require that the student
memorize facts, and pass a test, but they can't make the student believe any of it.
Religious leaders can only present the facts of their theology; ultimately the decision to embrace or reject
religion is a matter of faith. They can have great influence on overall morality, but they are not the most
powerful force behind it.
Friends can only exert "peer pressure", a temporary fad at best.
The correct answer is that parents have the greatest impact on the overall morality of a society. It is parents who teach, or fail to teach, their children how to live as actual humans, starting very early in the
child's life. The fact that parental guidance starts so early (almost from birth) is what causes parental actions, good and bad, to have the greatest overall influence on attitudes, behavior, and morality. Children
above all learn by observation, and parents are the people they watch the most in their early formative
years. So, if you plan to be a parent, remember that what you instill in your children when they are young
is how they will live when they are adults. As it says in Proverbs 22:6:
"Train a child in the way he should go, and when he is old he will not depart from it."
How they are trained as children is a good predictor of how they will live as adults, which in turn will determine what kind of nation we will have thirty years from now.
There are people who claim that families "cannot do it alone", and "the government needs to help raise
children". There is even a prominent American village idiot who claims that "it takes a village to raise a
child". No it doesn't, as demonstrated by several millennia of history. It takes parents, preferably two, but
one will do, who have a vested interest in their children. It is the socialist faction that above all wants to
replace the family with a government institution so that children can be indoctrinated into giving up freedom as soon as possible.
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-- § -Answer to Question 3
This is a trick question. All of the provided answers are wrong.
The most important thing to remember when this woman decided to sell the dolls: every item is worth
what she can get for it, nothing more and nothing less. Let's review the history of the dolls. In 1979, the
woman bought them for $5.00 each. Why were they priced at $5.00? Because the buyer and seller
agreed on the price; the seller got the most he could, and the buyer paid the least she could. They valued them equally, and the seller agreed to part with each doll in return for $5.00. Had they not agreed on
the price, the sale would not have been made.
But why did the woman pay $5.00 each for them? She apparently bought them because she had been
told they would increase in value because they were "collectibles". What is a "collectible"? It is something that people like to collect; i.e., to spend their money on, even though they may not have a practical
use. Old stamps, obsolete coins, old cars, and baseball cards are typical items that people have collected as a hobby or because they happen to like these things, although they do not have any particular
use or any value to anyone else.
There is no guarantee that anything that is bought today can be sold at any later time. A person who
bought a buggy whip factory in 1898 found selling buggy whips increasingly difficult, especially after the
advent Henry Ford's Model T in 1908. Buggy whips simply became obsolete as the public switched from
horse-drawn carts to cars, and the value of the buggy whip manufacturing business went close to zero.
Likewise, there was no guarantee that anyone would place any value on the "collectible" dolls in the future. An item advertised as a "collectible" is likely to be something that will never have any value, except
to the person who gets rid of them now to a person, like our woman, who falsely believed a mass-produced doll would become increasingly valuable just because a seller claimed it was "collectible".
Let's put this in more concrete economic terms. An "investment" is defined as part ownership of an enterprise that engages in acquisition and use of equipment and tools to: a) develop and produce items for
sale; or b) construct buildings and infrastructure, both for sale at a profit. In other words, these are "capital goods", used to produce additional goods. Paying money to obtain stock (partial ownership) in a
manufacturing company, or a video game company, or a mining company are investments because they
use labor, talent, and equipment to produce items for sale. Note this definition excludes raw land, old
cars, the home you live in, and dolls. None of these can be used to produce anything else, and are
therefore either "speculation" or "expenses".
Secondly, if the stock market only increases in value at an average rate between 7% and 10% annually
over the long term, why would anyone think a mass-produced doll would increase in value at a faster rate
(in this example, a claim of 16% annual increase)? Our woman believed it because she did not do the
arithmetic. She did not question the plausibility of the claim that dolls would have a greater investment
potential than actual productive enterprises. A good rule of thumb is that when you buy something that is
not obviously an investment (stock, business), it's yours. It is highly unlikely that you will ever be able to
re-sell that item for more than you paid for it (excluding the effects of inflation). So, when you buy something, make sure you have a use for it, or make sure you like it enough to part with your money permanently to get it. Again, everything you buy is priced because that is what the seller can get for it. In the
future, you will sell for what you can get for it, and most items bought for personal use decline in value
over time.
Answer (a) is wrong because there was no guarantee that that the dolls would go up in value; it was
merely wishful thinking. No one signed a contract promising to pay $100.00 for them in the future, so the
courts have nothing to enforce. In fact, even the seediest lawyer will decline the case.
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Answer (b) is wrong for the same reason; keep in mind that "collectibles" as such should not be regarded
as "investments". The factory that produced the dolls was an investment for its owners, but the dolls
themselves are not investments.
Answer (c) is wrong because the government should not interfere with basic economic agreements; the
government cannot save a person from themselves. If it were to pass a law prohibiting sale of "collectible" dolls based on a complaint from a greedy buyer, it would soon find itself prohibiting sales of nearly
everything, because someone somewhere will complain about every price. Then there would not be
much of an economy.
Answer (d) is wrong because "collectible" is an advertising trick that is not enforceable; I can claim this
essay to be "collectible" if I want to, but that does not mean anyone will actually want to collect copies of
it, or to pay for it in the future.
Answer (e) is wrong for the same reason (c) is wrong. There is nothing "questionable" about the seller's
actions. The seller himself did not claim that they might be worth a lot more in the future; some other advertising or "popular fad" was at work to convince the buyer that they would. The fact that such a claim
contradicts common sense does not make it "questionable". Secondly, buying and selling only by permits
and regulation makes products more expensive due to the increased compliance overhead. Third, even if
the seller has the permits, the buyer is not relieved of making good buying choices. The buyer can still be
taken in by their own greed. It was the buyer's greed and willingness to believe in a fairy tale that led to
the loss.
The important thing to remember in this example is that when you are buying something, it is worth (to
you) what you are willing to pay for it. When selling, it is worth what you can get for it, which is to say, it is
worth what someone else is willing to pay. If you believe that the government can or will protect you from
every bad economic decision, you are asking for something that cannot be done.
But that does not stop the advocates of socialism from claiming they have the knowledge to protect everyone from their own bad decisions. All they desire is the absolute power to force their notions onto you,
the unsuspecting chump. Don't fall for their claims: if they were that smart, they would not be socialists in
the first place. Secondly, a little common sense on your part will serve to avoid most of these circumstances.
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-- § -Answer to Question 4
This is a trick question. All of the answers provided are wrong.
Answer (a) is wrong for two reasons: 1) the provision originated in 1783 as explained below; and 2) the
provision applied to slaves, not to all black people (there were many free black people in the states).
Answer (b) is wrong because the Constitution was developed and ratified in 1787 and 1788; "welfare"
payments did not begin until the 1960's.
Answer (c) is wrong because slaves were considered property, and thus had no political voice. Slaves
did not get to vote, did not get to send representatives, and were prohibited from engaging in any type of
political activity.
Answer (d) is also wrong for two reasons: 1) the Democratic Party did not exist for another 12 years; and
2) although it is true that the members of the Democratic Party founded, sponsored, and protected the Ku
Klux Klan, and adopted and enforced the Jim Crow laws, these activities did not start until after the Civil
War, approximately 90 years after the Constitution was debated and ratified.
Here is the explanation of how the "three-fifths" provision came to be, and why answers based on race
are wrong. In 1778, (during the Revolutionary War) the thirteen American states proposed a mutual defense confederacy against Great Britain called the Articles of Confederation. The Articles were adopted
and put into force with the ratification by the last state (Maryland) on 1 Mar 1781. The eighth Article contained a provision whereby the Confederacy would raise money and pay its obligations based on the
relative value of the lands and buildings held by the respective States [1]. In other words, the central
government was financed under the notion of property taxes upon the States, but this notion only determined the amount each state should pay. Each State was allowed to raise the tax by any means determined by the state legislatures. This turned out to be difficult to implement in practice, so various
amendments were introduced such that the tax became proportional to population instead of property.
The northern states therefore wanted to count all the slaves in the south equally with free persons, as that
would increase the amount of tax to be paid by the southern states, and reduce the amount that could be
levied on the northern states. The southern states objected to that proposal, arguing that slaves were not
nearly as productive as free persons, and so the state should not be forced to pay taxes as if they were.
Several compromises were proposed on how to count people, and finally a three-fifths ratio for slaves
was proposed by James Madison on 18 Apr 1783. The Articles of Confederation required unanimity of
the states for amendments, and this proposal failed to get the required votes (New York and New Hampshire rejected it). The original provision continued under the Articles. Note that the "three-fifths rule" was
originally proposed in 1783 as a compromise on a taxation issue, not apportionment. There was no "apportionment" under the Articles of Confederation, since each state had one vote in Congress.
During the debates on the Constitution in 1787, the same issue came up, except now it also centered on
the number of seats each state would get in the House of Representatives as well as direct taxation.
During debate on 16 Jul 1787, James Wilson proposed the old 18 Apr 1783 amendment (which was not
adopted under the Confederacy) as a means of reaching a compromise between the competing factions,
proportioning both direct taxation and representation in Congress [2, 3, 4]. So, the three-fifths rule was a
political compromise designed to settle issues of how much taxes each state would pay to support the
federal government; having nothing to do with moral judgment on the relative value of black people, racism, or the Democratic Party's long-standing contempt for black people.
Contrary to claims by some that the three-fifths rule increased incentives for slave-owners, it turned out to
be a means to reduce the political power of those states having a large concentration of slaves by reducing the number of seats in the House of Representatives. The three-fifths rule did not lead directly to the
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demise of slavery, but it did prevent the situation from becoming worse. As the number of southern
states increased, the number of congressional seats held by slave states also increased. However, the
three-fifths rule reduced the number of seats they would have had if slaves had been counted as full persons; this prevented the southern states from obtaining enough votes to amend the Constitution in such a
way that slavery would always be allowed.
This original provision's effectiveness as a tax measure was superseded in practice by the use of tariffs to
fund the government and later by the 16th Amendment (which permitted a personal income tax). The
apportionment aspect was superseded directly by the 14th Amendment, which reads as follows:
"Representatives shall be apportioned among the several States according to their respective numbers, counting the whole number of persons in each State, excluding Indians not taxed"
Were those who adopted the 14th Amendment racists because they continued to exclude Indians on reservations? No: those Indians did not become citizens until the early 20th century, and therefore at the
adoption of the 14th Amendment, were not qualified as citizens to be counted in the apportionment.
The main point to remember in this example is: don't blindly trust socialist political hacks in their claims
about racism and other people's alleged motivations. Don't believe that all white people who believe in
the Constitution are racist because the Founders were racist, and the Founders were racist because they
adopted the three-fifths rule. The rule was adopted as the best economic and political compromise that
could be reached at that time, not for racial reasons. It may well be that some of the Founders did regard
black people as inferior, but that sentiment was not the source of the "three-fifths" rule. If anything, the
three-fifths rule retarded the growth of slavery. Examine the historical facts for yourself.
[1]
[2]
[3]

[4]

James Bryce, "The American Commonwealth", New York: Macmillan Co., 1907, Vol. 1, pp. 692-698
James Madison, "Notes of Debates in the Federal Convention of 1787", Athens, OH: Ohio University Press, 1966 (reprinted 1976), p. 103
Jonathan Elliot, The Debates in the Several State Conventions on the Adoption of the Federal
Constitution as Recommended by the General Convention at Philadelphia in 1787, Together with
the Journal of the Federal Convention, [commonly known as "Elliot's Debates"], Philadelphia, PA: J.
B. Lippincott & Co., 1881, Vol. 1, pp. 205, 206
For a full analysis of this provision from Elliot's Debates, see Edward D. Duvall, "Regarding the
Three-Fifths Rule", 20 Jun 2011, http:\\edduvall.com
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-- § -Answer to Question 5
This is a trick question. All of the answers are wrong.
Answer (a) is illogical, because nothing is free and the federal government does not actually pay for anything. Everything the federal government pays out has either come from the taxpayers or is added onto
the national debt to be paid by future taxpayers. So, if option (a) were enacted, everyone who pays taxes
would indirectly pay for the tuition of all students. Taxpayers without children or those whose children do
not go to college would be forced to pay for something from which they and their children do not benefit.
Meanwhile, while those who attend college will receive the free benefit as well as the benefits of from
higher wages over their working lifetime. In other words, this policy amounts to public costs but private
gain. Shall the children of the wealthy be educated at public expense, paid for by the people of the lower
and middle economic classes?
Answer (b) cannot work because the cost of something cannot be determined by arbitrary fiat. If the cost
dictated by Congress is below the actual cost of providing the service, the private colleges will simply
close. A college education will either become even more difficult to obtain (i.e., only those with influence
or connections will be able to get in to the few remaining schools), or of lesser quality. Likewise, public
colleges will either require a greater amount of funding to maintain its standards, requiring more taxes to
be paid by many who will not benefit, or will lower the quality of the education provided. It is exactly the
same phenomena that prevailed when the Soviet Union placed price controls on bread at 2 kopeks per
pound. They discovered that bread cannot be produced for 2 kopeks per pound, even in a slave-labor
command system. Price controls always lead to shortages if the commanded price is below the cost of
production. Therefore, although the official price of bread was 2 kopeks per pound, there was never any
available for purchase by the typical person (except on major holidays commemorating the Revolution).
The Communist Party ruling elite, however, got all the bread they wanted.
Answer (c) will not work because the colleges will simply adjust their freshman-year rates to include the
expected increases over the four years, plus a little more for insurance in case their estimate is low. The
average tuition rates will actually increase slightly faster than they otherwise would.
Option (d) cannot work because it forces many people to do something they either do not want to do or
are not capable of doing. Coercion is always bad policy. The trend will be that the standards will have to
be watered down to prevent so many from flunking out; in the end the quality and thus the value of a college education will sink to the current value of a high-school diploma. Note also that room and board cost
more than tuition, yet this proposal does nothing to address it.
This should be looked at in a whole different light. If it is true that a college education is worth $900,000
over one's working lifetime, the investment is well worth it. If one started college in 2002, the total cost of
tuition would be approximately $23,000. If one took out a loan, and ended up paying $75,000 for the interest and principal, the return on investment over one's working lifetime is still a factor of 12 (900/75).
This is a very good investment. It assumes, of course, that one majors in a field for which there is some
demand (unlike anthropology, ancient Chinese art, or the social benefits of rock 'n roll). Keep in mind that
$6399 per year for tuition is $17.53 per day, a figure that is not overwhelming for most people. We should
be thankful that a college education is as cheap and as beneficial as it is.
One word of warning is in order, however, regarding the taking out of "student loans". Formerly, up until
the early 1990's "student loans" were made through a cooperative government/private industry system in
which the government partly subsidized the loan by in effect paying part of the interest. It did this by requiring lenders to charge a lower interest rate than they otherwise could, and providing the lenders with
other offsetting incentives (through tax breaks or exemptions). The government also restricted the
amount that a student could borrow. So, a student could borrow nominal amounts at fairly low interest
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rates, the net result being that the student would be able, after graduation, to pay the loan back to the
lender. But, Congress decided to "improve" the program by allowing greater amounts to be borrowed;
sometimes students borrowed so much that they had great difficulty paying it back. Also, many students
abused the system by defaulting on the loans. In response, the government passed legislation such that
student loans cannot be discharged (forgiven) by a bankruptcy determination - the student is now liable
for the loan repayment no matter what other financial problems he has. The government (now the initiator of all student loans) has the advantage: it is certain to always get repayment unless the student dies.
As a result, the student has to be wary of the risk: taking out a very large student loan means that he or
she could conceivably end up with very large debts which they must pay regardless of other financial
pressures. Therefore, one should restrict their borrowing on student loans unless: a) it is only for a nominal amount, or b) is to obtain an education in a field that will result in a high-paying job, such as engineering, mathematics, physics, chemistry, nursing, medicine, etc. Do not borrow heavily to get a degree
in library science or sociology because the economic payback (the subsequent job) will not cover the cost
of the loan necessary to obtain it.
Figure 5-2 shows how this works in practice; that is, how the amount borrowed, the number of years of
the term of the loan, and the required monthly payment are related. The left panel shows the monthly
amortization of a $1000 loan at various interest rates over various terms of the loan. The legend API
means "annual percentage rate", (i.e. the interest rate on the loan). For example, a loan of $1000 at 4%
for 12 years has a monthly amortization of about $8.50 (actually, $8.76). The right panel shows the total
monthly payment as a function of the monthly amortization. Combined, these two show how much the
monthly payment would be over a given number of years at a given interest rate. The dashed lines show
two examples.
Suppose you have calculated that you have to borrow $25 K (K = $1000) in order to get the degree you
desire from the school you want to attend. But suppose you are only willing to pay $360 per month in
repayment, and you can borrow money at 10% interest. How many years will you have to repay? Starting on the right panel, start at $360 on the x-axis, and read up to where it intersects the $25 K line; then
read across to the left panel until it intersects the 10% interest line. Then read down to get the required
number of years to meet these conditions. In order to meet this repayment schedule, you will have to take
the loan out for about 8 years and 9 months. In reality, the lender will require an integer number of years;
for 8 years, $25,000 at 10% comes to a monthly repayment of $379.36, and for 9 years comes to
$351.97. Figure 5-2 gives you a sense of where the answer lies.
A second example is demonstrated by the blue dashed line. Suppose you are only willing to make payments for 10 years, and you can borrow at 6% interest. How much will your monthly payment be if you
must borrow $40 K? Start on the left panel at 10 years, read up to the 10% interest line. Then read
across until you find about where the $40 K line would be (you can interpolate between $25 K and $50 K
by eye). Then read down until you get about $475 per month (actually $480.23). Conversely, you could
easily answer the question of how much you can afford to borrow if you can borrow at a certain interest,
and only want to pay a given amount monthly for a certain number of years. This chart can also be used
to find the total payment for different loan amounts at different rates for different terms. Just solve each
one separately and add the results.
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Figure 5-2: Nomograph for Student Loan Repayment
Don't be fooled by the education mafia that demands that you run up large student loan debts to obtain a
diploma of questionable value. You would be surprised to learn how little actual employers care if you
attended an "elite" school; a college education shows that you have mastered the basics of a subject, and
have the capacity to learn what the employer needs. Don't be fooled by socialists who claim the higher
education is a "civil right" or there is some "moral imperative" to provide free higher education. If the socialists get their way, the value of a degree will evaporate in the same way that socialism causes all
things of value to evaporate.
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-- § -Answer to Question 6
This is a trick question. None of the answers are correct.
Charities are not required to spend a certain amount on the cause; they are only required to report their
revenue and expenses accurately on IRS Form 990. Some charities are very efficient; some are a complete waste of money. A survey [1] in 2004 found that the average fraction actually going to the cause
after expenses for a wide range of charities was 84%. There were some very good ones with 100% going to the cause (Brother's Brother Foundation, Children's Hunger Fund, and a few others), while some
were very inefficient (William J. Clinton Presidential Foundation at 31%, Philadelphia Museum of Art at
49%, and the Humane Society of the U. S. at 57%). A more recent survey [2] indicates that the Midwest
Food Bank, MAP International, and the Billings Food Bank are all very efficient, while the Children's
Charity Fund, Firefighters Charitable Foundation, and the Committee for Missing Children are all very
poorly run.
So, if you want to evaluate which are the best charities, and whether they can be trusted with your donation, find out how efficient they are at fundraising and what fraction of received donations actually goes to
the cause.
[1]
[2]

William P. Barrett, "America's Most (and Least) Efficient Charities", Forbes Magazine (Forbes.com)
23 Nov 2004
www.charitynavigator.org
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-- § -Answer to Question 7
This is a trick question. All of the answers are false.
The question asks about the rate of inflation, but only gives data on the rise in prices. A rise in prices can
come about by many different causes: a) an increase in demand with a fixed supply; b) a reduction in
supply with fixed demand, c) buying by optimistic speculators; d) reduction in supply caused by accidents,
hurricanes, floods, tornadoes, and droughts; e) increased cost due to new regulations; and many others.
But natural prices also can decrease if: a) supply is greater than demand; b) demand drops in the presence of the same supply, or c) less capital is wasted in unnecessary regulations.
Inflation is an entirely different thing and has a different cause. Inflation is due to an expansion of the
money supply in excess of the needs for production and clearing the market of that which is produced. It
is not an increase in prices per se; it is the reduction in the buying power of the unit of currency, which
means that, because each dollar is worth less, it takes more of them to buy a certain thing, and prices
increase. The rise in prices of products is one symptom of inflation. Note the difference: a normal price
increase is due to economic factors; inflation is due to government or central bank manipulation of the
currency by printing more currency than is required for the economic exchange requirements of the economy. Only governments and central banks in control of the money supply can create inflation; inflation
cannot be caused by industries, farmers, unions, workers, Wall Street, or any other economic participants, although the government would like you to blame any or all of them. The general, underlying rise
in prices, which robs the working person, is always due to government and government-chartered banks,
like the Federal Reserve.
True inflation is always marked by a general rise in all prices with the other natural effects upon prices
added on to it. It is very difficult to separate out which part of a price change is due to true inflation of the
currency, and which are induced by naturally-occurring economic effects. It is therefore easily camouflaged, and a great deal of ink and videotape is used to mask the fact that governments and their central
banks are responsible for a reduction in the value of a dollar and the resulting reduction in the standard of
living for the average worker. The most reliable indicator of true inflation was the publication of the "M-3"
statistics by the Federal Reserve, which showed how much new currency was being printed. It has now
been discontinued (care to guess why)?
So, there was insufficient data provided in the question to determine what part of the increase in prices
was due to inflation and which are due to other normal causes. Typically several years' worth of data is
required to estimate the monetary inflation rate. The main point here is: don't be confused by the muchadvertised "Consumer Price Index". It is a measure of the increase in prices of an averaged composite of
a mix of commodities, and cannot separate out the debasement of the currency from other normal
causes.
Don't be taken in by socialists who claim that inflation is an invention of capitalists devised to rob the
working person. It is true that inflation does so in the long run; it is not true that inflation is only practiced
in free-enterprise economies. The socialist wants you to believe that the free-enterprise system is evil,
and that only the government can rescue you from its effects. But, as I have noted above, even in freeenterprise economies, inflation is always engineered by government or government-chartered institutions.
If socialists take over the banking industry directly, how likely is it that inflation will disappear? Historically, inflations has been used more frequently, and to a greater extent, in socialist nations than in freeenterprise ones. We need look no further than Zimbabwe or Venezuela for the most recent examples.
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-- § -Answer to Question 8
This is a trick question. None of the answers are correct.
The polling scenario in the question is typical: it asks the people to respond to a question they do not understand. Therefore, the answers are all irrelevant, and the margin of error is infinite. Polls are often
used this way to play into people's desire to give their opinion. They delude themselves into believing
that their answer matters. Of course, their answer does not matter, because the success of the policy will
be whatever it is. But the results of such a meaningless poll can be used by clever politicians, bureaucrats, and corporations to con the public into believing that if majority of people in a poll have confidence
in a particular policy, it is probably a good policy to pursue. It also works the other way: if the people who
answer the poll do not have confidence in a certain policy (never mind they do not understand it), those
who are opposed to the policy will use the poll results as ammunition against it. A pollster is considered
reputable if he faithfully tabulates the answers he has received, and counts them accurately. No matter
how reputable the pollster is, polls are usually fixed in one of many underhanded ways. This example is
only one of them.
The thing to remember from this is that poll results are relevant only if the respondents understand the
effects of a policy. The results of the poll indicate only its popularity, not its chances for success, or its
accuracy. There was a time when nearly everyone believed the earth was flat. Had a poll been taken
then, and people asked if sailors would fall off the earth, a high percentage would have agreed with the
pollster's choice that they would. There was a time when nearly everyone believed that supersonic flight
was impossible. Had a poll been taken then, most people would have agreed with the pollster's suggestion that aircraft approaching the speed of sound would disintegrate or disappear. There are people now
who believe the earth is going to be destroyed because people use gasoline in their cars. Current polls
indicate that most people believe the earth is going to be destroyed because of too much carbon dioxide
in the atmosphere resulting from the burning of fossil fuels such as gasoline. There is no such evidence.
Trick polls are a favorite of socialists because they can ask uneducated people (in effect): would you like
to have something for free? Of course, uneducated people do, because they don't get around to thinking
about who will actually pay for it. Nothing of value is actually free. Don't be fooled by socialists claiming
that socialism is workable because the polls show that people believe the false claim that things of value
can be produced for free. The fact that some poll respondents may be attracted to the idea of getting
something for nothing does not mean that socialism will actually result in free things. Everything of value
must be paid for in some way or another; which is the one topic socialists do not want to talk about.
Another trick practiced by the socialists is to commission polls when emotions are running high due to
some famous crime or tragedy. Common examples include gun-control polls after a mass shooting (as if
they are actually all that common); a defective medical device scare; medications that were tampered
with; and corruption by bank officers.
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-- § -Answer to Question 9
This is a trick question. All of the answers are false.
This patient should not make an argument at all; he should be glad to pay the $50 and be thankful that
some smart guy discovered a procedure that saved his life.
A patient who chose argument (a) is a tight-fisted excuse-making moron. How could he have been informed if he was brought in unconscious? If he was conscious and was informed, would he have declined the surgery? Sure he would, he says (now that he is alive because of it).
Answer (b) is wrong because the hospital bill states clearly that it is a fee to the creating surgeon.
The patient who uses argument (c) is a lying hypocrite, for surely at some time in his life he paid $50 for
parking at a baseball game, or paid $50 to get into a State Fair, or spent $50 on lottery tickets, or perhaps
routinely spends $50 over the bar on a Friday night after work. But he begrudges a doctor a lousy $50 for
the procedure that saves his life?
The patient who uses argument (d) is the guy who thinks he knows more about medicine than the doctors, and the lawyers he hires are also dumb enough and arrogant enough to think they know more than
doctors. If he's so smart, why didn't he do his own surgery before he ended up unconscious?
The patient who uses argument (e) is an ingrate who knows the value of money but not of important
things; he denigrates the importance of a discovery, and for him, a very necessary procedure. Also, he
seems to value his life at less than $50. It's worse than that. Suppose the patient was a rock musician. If
he claims he should be excused from paying a doctor's royalty because the procedure is now popular,
does that mean that he should not obtain royalties on his music if it becomes popular? Of course not; he
would demand (rightfully so) every penny due to him in royalties.
Always consider the relative importance of what the bill is for. Sometimes smart people who do important
things deserve a few extra bucks by way of commissions and royalties, even if they're not athletes, movie
star, or musicians.
The socialist would make all the false claims above, and probably a few more. A socialist only values the
lies that allow him to gain more power, which is why they hold Karl Marx and Vladimir Lenin in such high
esteem. They denigrate any sort of individual initiative, such as the example here of a surgeon inventing
a successful procedure. A socialist believes the government is entitled to claim ownership of everything
despite having done nothing, simply because governments always know best.
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-- § -Answer to Question 10
This is trick question. All of the choices are wrong.
Answer a) is wrong because none of the bailouts were correlated to CEO pay (although many of the
CEOs of companies requiring bailouts made hundreds of millions of dollars).
Answer b) is wrong because without a profit motive, there would be no industry or economic activity
above bare subsistence. Do you expect to work for free, or do you expect to be paid so that you can enjoy the benefits of your expenditure of time and talent? Your wages are the "profit" from your work: and
that same attitude throughout the economy had led to the establishment of the civilization that we enjoy.
Answer c) is wrong because it is the U. S. that is borrowing from foreigners, which we add onto our "national debt".
Answer d) is wrong because the government only has what it can get from taxpayers; if a government
loan or bailout goes bad, the government will raise your taxes to pay for it (or add it to the national debt
for your descendants to pay).
The correct answer is: there are three categories of businesses that are guaranteed to receive bailouts:
a) Those that are highly regulated by the government and can show that their failure is a result of bad
government policies;
b) Those whose failure will lead to a large number of angry Democratic party voters who may be willing to
change to voting Republican; and
c) Politically well-connected companies and industries that ignore risk, confident that their friends in
Washington will save them from incompetence and/or corruption.
Those in the first category usually require bailouts because they engaged in business decisions that were
not rational; they were not rational because the chief regulator (Congress) actively encouraged or mandated that they engage in non-rational business practices. But for a time, business was good, and great
profits were being made, and the Securities and Exchange Commission (SEC) regulators and Congress
looked the other way. An example of this category is the Savings-and-Loan (S & L) collapse of the 1980's
and 1990's. The S & L's were small private banks that accepted deposits and mostly lent money on
mortgages. Throughout the 1950's and 1960's, these S & L's financed many residential mortgages at
fairly low interest rates. The capital to finance the mortgages came from deposits from members, for
which the S & L's paid interest. Interest on savings accounts was not regulated until 1966, when Congress decided to limit the amount that could be paid on savings accounts. This affected the S & L's more
than commercial banks, since the commercial banks always had access to the Federal Reserve for contingencies. The S & L's did not have this luxury. The 1970's were a bad period economically: high energy prices, slow growth, high inflation, and high interest rates. The high interest rates meant that S & L
depositors withdrew their money to make more profitable investments. But the S & L's could not compete
because the interest they were allowed to pay was fixed. The income from the long-term mortgages previously issued at low interest rates combined with an inability to attract depositors led to a financial problem. Rather than correct the error that Congress made in 1966, Congress initially ignored the problem.
But because so many mortgages were financed by S & L's there was considerable pressure to keep the S
& L's in business. The federal insurance company that was to pay off depositors in case an S & L failed
(FSLIC) was under-financed, so allowing the S & L's to go out of business was not attractive, since it
would prove that Congress was derelict in it's duty to fulfill guarantees it had made. So, in 1980, Congress de-regulated the S & L's, meaning the regulators could now allow the S & L's to engage in higherrisk investments with their depositor's money. The hope was that they could earn enough in these higherrisk, higher-reward ventures to cover the losses elsewhere (from the long-term mortgages made in the
1950's and 1960's). The S & L's made high-risk real estate investments that failed, and the raising of in-
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terest rates in the early 1980's to correct the Federal Reserve's previous error of undue expansion put the
S & L's into serious financial problems. Many of them were facing failure from the mid-1980's to the mid1990's. The government then had to bail them out at a cost of about $130 billion of taxpayer's money.
Here we mostly see bad government polices and some high-risk behavior by the S & L's.
Examples of the second category include the large automobile manufacturers: the Chrysler bailout in
1979 and the "structured bankruptcies" of both Chrysler and General Motors in 2008 and 2009. Chrysler's problems in the 1970's were mostly due to Chrysler's unwillingness to respond to the public demand
for more fuel-efficient vehicles, given the rise in gas prices throughout the 1970's. Chrysler also decided
not to try and raise capital from the public, relying instead on its own resources; this led to a debt financing problem. Chrysler was saved because many of its workers and those of its suppliers were union
members, and Chrysler's failure would be a political problem for the Democratic Party. Hence it was
bailed out with a loan $1.5 billion of taxpayer's money. Fortunately, Chrysler did make some significant
changes, revamped its lineup, cut costs, improved sales, and was able to repay the federal government
early. Overall, the government made a profit of about $500 million on this transaction.
The causes of the 2008 bailouts of General Motors and Chrysler are similar: high debt, falling sales owing
to production of vehicles the public did not want, and high cost union labor. This again was clearly a political problem, since most of the workers are union members. The first $17.4 billion bailout was authorized 19 Dec 2008. There was a series of additional bailouts between Feb 2009 and Jun 2010; the total
"invested" using taxpayer money was about $80 billion. In the end, GM ended up being 60% owned by
the U. S. Treasury and 40% by private investors; Chrysler became jointly owned by the Italian carmaker
Fiat and the United Autoworkers Union. Chrysler paid off its portion of the bailout in 2011; GM repaid part
of its bailout but the U. S. government wrote off $14 billion in losses.
An example of the third category is the bailout of financial institutions in 2007 through 2009. The main
causes were:
a) Government-mandated mortgages granted to people who could not afford them (called "subprime");
b) A considerable amount of undetected corruption in the writing of those mortgages;
c) Willing and knowing suspension of risk assessment by large financial institutions;
d) Creation and sale of poorly-understood bundled securities known as "collateral debt obligations" and
"credit default swaps"; and
e) Assumption on the part of the financial institutions (who should know better) that the housing boom of
2002-2006 would continue indefinitely, which led to undue assumption about future potential.
These financial institutions had to be bailed out because their collapse would affect the rest of the economy (so we are told), but actually they were bailed out because of close political connections and the fact
that part of the problem was itself a result of unwise government policies regarding home ownership
rates. On 3 Oct 2008, bailouts totaling $700 billion was authorized, but this was later reduced to $475
billion. Of the $475 billion authorized, $426 billion was actually "invested" in loans and other guarantees.
In the end, $441 billion was repaid by these institutions, resulting in a profit of $15 billion; however other
ancillary programs related to the bailouts will result in a $38 billion loss.
To summarize, bailouts occur when bad government policies lead to bad financial outcomes, or when a
political party risks losing votes, or when politically-connected insiders come to believe they are so big
and important that their friends in high places will never allow them to fail. This is "crony capitalism": in
good times, the corporations keep all their profits; in bad times, the losses are covered by the taxpayers.
A good indicator of which industries and firms will eligible for bailouts when necessary is to examine political contributions to members of certain Committees in the Congress, and contributions to their favorite
Political Action Committees. The most important committees for implementing and managing large-scale
bailouts in the House of Representatives are the Budget and Financial Services; in the U. S. Senate, it is
the Banking, Housing and Urban Affairs, Budget, and Finance Committees.
But the main thing to recall here is that no small business will ever get a bailout because they simply do
not matter to the political elite. Only the companies that are so incompetent and so large that their failure
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would negatively impact the general economy can get a bailout. So long as they have the right political
and personal connections, they will continue in business, even at taxpayer expense. Raises and promotions all around; the penthouses, champagne, limousines, and fancy parties continue as always.
Disregard any talk you hear from socialists and progressives that the U. S. economy is too "capitalist",
and requires more regulation. If the economy were truly capitalist, there would be no bailouts, and these
incompetent and/or corrupt companies would get the "reward" they deserve: to be out of business. Don't
be fooled into thinking that the socialists would prohibit bailouts; socialism thrives on cronyism, crooked
backroom deals, and massive institutionalized corruption. That is because socialism requires business
decisions to be made based on political considerations instead of economic ones.
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-- § -Answer to Question 11
This is a trick question. None of the answers are correct.
The arithmetic works like this. This person works 40 hours per week at $6.50 per hour, which is $260 per
week. Assuming a 52 week work year, his total income is 52 x $260 = $13,520. His standard deduction
is $5,150, plus there is a personal exemption of $3,500, for a total deduction of $8750. So his taxable
income is $13,520 - $8,750 = $4,770. At the old rate, he would pay $4,770 x 0.10 = $477 in federal income taxes. Under the new rate, he would pay $4,770 x 0.05 = $239, a difference of $238 per year. Or,
dividing the $238 by 52 weeks per year, he would get a tax cut of approximately $4.57 per week.
Answer (a) is wrong because this proposal only reduces the amount of unfairness already imposed on the
rich. To be fair with regard to income tax rates, the rich should pay the same rate as the poor. If this proposal were to be enacted, the rich will still pay more than six times the rate of the poor, so if anything, it is
still unfair to the rich.
Answer (b) is wrong because it has nothing to do with fairness one way or the other. Also, the proposal
deals with taxes on income, not wealth. The wealth held by the rich will not be affected one way or the
other by a change in the income tax because the income tax is imposed on what is earned in a given
year. On the other hand, wealth is the accumulation of income from past years (upon which income taxes
have already been paid). It is true that the rich will end up with more money from their current income,
but how is that unfair? Why is it unfair for the rich to keep most of their income after paying taxes? If a
person makes a higher income, does that not suggest that his time is more valuable than someone who
makes less? To suggest that everyone's time should be valued equally is to say that an hour of your time
on a basketball court is just as valuable as an hour of Kobe Bryant's time on the court. Would an hour of
your time in a recording studio be as valuable as an hour of Paul McCartney's or Sean McComb's time?
People are rich because they inherited it, they married into it, they have great talent, or they had a good
idea, worked hard, and earned it. None of those are unfair.
Answer (c) is wrong because it is irrelevant to the question at hand. The bill before Congress did not address the minimum wage any more than it addresses the capital gains rate.
Answer (d) is wrong because the extra $4.57 per week is still $4.57 the person will keep instead of paying
it to the government. The fact that $4.57 per week (or $238 per year) is not a particularly large sum does
not make it unfair. Why is it unfair for the poor to pay less in taxes? If it is "unfair" for the poor to pay less
in taxes, it must be "fair" for the poor to pay more in taxes, right? Hopefully there aren't any voters who
are dumb enough to embrace this line of reasoning. The reason that tax cut appears so small for the
working poor is that their taxes are very low to start with.
Under this proposal, both the rich and the poor will have more money to spend; the rich will simply have
more than the poor (as always, that's why they're called "rich"). Of these, answer (d) is the worst one,
because the logic requires one to believe that even a small income tax cut is bad, even for the poor. Note
that the $8,750 is the income of a person working part-time at about 29.3 hours per week at the $5.75
minimum wage. Such a person would pay no income tax because his income equals the sum of the
standard deduction and personal exemption. In other words, answer (d) embraces the false concept that
anyone making more than the minimum wage must be rich, and therefore undeserving of a tax cut.
This is one of the many disadvantages of a personal income tax: it fosters class warfare under the guise
of "fairness". There is nothing "fair" about any citizen being required to divulge, under penalty of perjury,
their income status to irresponsible bureaucrats at the Internal Revenue Service. Secondly, "fairness" is
the wrong way to look at taxes because it ignores how income and wealth are created and utilized. The
poor spend nearly all their income on living expenses; the rich use nearly all their income on either luxu-
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ries or investments. Expenditures for luxuries represent an increase in economic activity (someone has
to supply them) and thus indirectly cause an expansion of employment. Investment creates opportunity
for people to start their own businesses (including the poor) and also expands economic opportunity
within existing businesses, which also benefits the middle class and the poor alike.
This debate shows the general degree of economic ignorance in America. The truth of the matter is,
aside from any particular notion of "fairness", as societies generally become more prosperous, nearly
everyone enjoys a higher standard of living than the previous generations. It is also true that those who
have the most wealth will tend to gain more as the society continues to prosper, hence the saying "the
rich get richer". But it is not generally true that as the rich get richer, "the poor get poorer", as is commonly stated. As societies become wealthier, the standard of living slowly increases, even for the poor.
The progressives (socialists) would have you believe that those with high incomes should be taxed such
that their net income after taxes would only be slightly larger than those making the smallest amount.
That is the socialist system: everyone (except for the political ruling class) ends up either poor or just
above poverty. The reason that socialism fails is that it attempts to use slogans and brute force instead of
economic reality. Economic reality shows that economic progress can occur only by expansion of capital;
capital has to come from savings; savings is the difference between income and expenses; and if everyone has only enough income to meet their immediate expenses, then there can be no savings, no capital,
and no economic progress. That is why the Soviet Union collapsed, and why Cuba, North Korea, and
Venezuela are economic basket-cases. It also explains why the vast majority of people in Communist
China will spend their lives walking behind a water buffalo, scratching out a subsistence living.
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-- § -Answer to Question 12
This is a trick question. All of the answers provided are wrong.
The reason TV networks send reporters to the beach whenever a storm comes ashore is that they have
an enormous amount of airtime to fill, and looking at rain is easier than reporting events of real news interest. Answers a) and b) might be true, but do not relate to the question. Answer c) is false because the
news corporation is not interested in insurance claims, unless it is their facility. Answer d) is false because the locals are going to tell the news reporter what everyone already knows: there will be strong
winds, large waves, and a lot of rainfall.
A second reason for coverage of hurricanes is that it gives the news networks an opportunity to advance
the notion that the weather is worse now than in previous centuries because mankind has affected the
climate. They have an advantage in convincing the dummies: there is no video of hurricanes in any century prior to the 1900's. Therefore, any claim can be made about the relative severity of the weather because there are no means of drawing direct comparisons (and little reliable data recorded prior to about
1880).
We are seeing more serious effects from this phenomenon. In the past (prior to cable TV), news segments were fairly limited, and the anchors were able to get out the facts of a story, with only a small
amount of time for editorializing (which was clearly labeled as such). But with "so much air time to fill",
and active 24 hours a day, the "news" often turns to gossip, speculation, rumors, anonymous accusations, ignorant opinions, and pure ideology. It is becoming increasingly difficult for a viewer to get a
straight story in chronological order, with actual facts, anywhere in the mainstream media. This trend is
not good for the nation, or even for the media itself.
It is however helpful to the advocates of socialism. Without a contrary opinion being allowed, it is easy for
the socialists to claim that your life must be handed over to them for absolute regulation because only
socialism (being "scientific") has a plan for saving the planet. If the planet did need saving, the socialists
are the wrong people for the job. No socialist nation has ever accurately calculated the number of ladies'
size 7 shoes to produce. If they can't make that determination, how can they save a planet?
Don't be fooled: the weather goes in cycles on a scale measured in centuries, and there is no evidence
that the weather is worse now than in previous eras. Scientists have compiled data based on ice cores
and tree rings that suggest there was a warming trend in the Middle Ages (about 900 to 1250 AD), and a
sudden miniature Ice Age period between 1600 and 1750. There was a time, about 1000 AD when the
southern part of Greenland was actually green; that is, warm enough to support agriculture and farming.
The European colonists who lived there either died out or moved on in the late 1300's. There were
probably two causes: the end of Norwegian shipping, upon which the Greenland settlers depended for
supplies, and the cooling of the climate, which precluded a continuation of agriculture in Greenland [1].
The fact that storms were not named prior to 1950 is the perfect ruse for the socialists to claim that the
increase in the number of named storms is "proof" that mankind is changing the weather very rapidly and
therefore the socialist must take over your life. The same people were claiming in the 1970's that global
cooling would have lead to mass starvation due to crop failures by the year 2000, none of which happened.
[1]

Knut Gjerset, History of Iceland, NY: The Macmillan Company, 1925, pp. 93-114
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-- § -Answer to Question 13
This is a trick question. All of the answers are wrong.
This is a bad deal, because he is actually buying a $10 jersey with a $65 logo, which is the licensing fee
paid to either the league, the franchise, or the owner of the franchise.
Answer a) is wrong because a team performs as well as it does depending on the abilities of the players
and coaches, regardless of how many people support it or wear their licensed jerseys.
Answer b) is wrong because the players, all of whom make much more than the average person, are too
busy laughing at people paying $75 or $100 for a jersey. If anything, their laughter would cause them to
play worse.
Answer c) is wrong because a jersey does not teach team work per se; that has to be done by example.
Answer d) is wrong because it can happen only 100 years from now, assuming the jersey in question has
never been worn, and is one of very few surviving at that time (not likely).
If this father wanted to spend the $75 on something important, a better choice would be to spend the day
with the kids, buy them a few small toys and a round of ice cream. The best football in America is not
played among the college ranks or the NFL: it is with the kids in the backyard.
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-- § -Answer to Question 14
This is a trick question. None of the provided answers are correct. None of this as described constitutes
bribery.
Although the statements in this scenario are fictional, the process described is very real. Everything in
this scenario is perfectly legal because Congress has passed many laws which make these arrangements legal. There is no corruption to be found here. Congressmen routinely take money in contributions from various rent-seeking groups, and then pass laws that directly or indirectly benefit those same
groups. Far from being considered illegal, immoral, or unethical, it is how Congress operates because
Congress has found it beneficial to operate this way. It is how Congress rewards their friends (those who
demand some special benefit) and punishes their enemies (the taxpayers and those who cannot afford
lobbyists).
There is one exception. Such activities can be considered illegal if and only if a particular donation was
devoted to getting a particular provision passed, called a "quid pro quo" (a Latin term meaning "something
for something"). In other words, if Congressman A received $10,000 for the sole purpose of voting for the
bill in question, that would be considered possible bribery. But so long as the lobbyists never demand
any particular vote on any particular bill, the lobbyist can actually write the language of the bill for their
benefit, make contributions to the Congressman, have him vote for the bill and encourage other members
to vote for it, and receive the benefits they wrote into the bill. All this is done legally because the contributions were not explicitly tied to that one vote.
There are two lessons here. The first is that everything given to these interest groups will come out of the
taxpayer's pockets. In the natural resources example per Congressman A, the taxpayers will be deprived
of leasing fees that belong to the people in general. In the civil suit example per Congressman B, lawyers
will get a reduction in the amount of taxes they pay, which means the revenue has to be made up from
increased taxes elsewhere. In the environmental example per Congressman C, regulatory power and
taxpayer money is given directly to an interest group simply because they demand it. In the free speech
example per Congressman D, the lobbying group gets a new federal agency to investigate, intimidate,
and persecute their ideological opponents at taxpayer expense.
The other lesson is that Congressman B should raise his rates. To see why, it is necessary to consider
the benefit-to-cost ratio from the point of view of the lobbyists. If the lobbying group spends $150,000 to
obtain favorable terms under a new law that will save them $90,000,000, then the benefit-to-cost ratio is
90,000,000 divided by 150,000, which comes to 600. The lobbyists desire to maximize the benefits from
the money spent on lobbying, otherwise lobbying is a waste of money.
Consider the benefit-to-cost ratios of these four scenarios. Congressman A's donors received
$24,000,000 in benefits at a cost of $161,000, and ratio of 149.06. By similar calculations, it is easy to
see the benefit-to-cost ratios are 2038.23, 398.06, and 124.10 for Congressmen B, C, and D respectively.
This shows that Congressman B gave away far greater benefits in relative terms than did the other three.
Congressman B works cheap, and was a "good find" for the lawyer's guild. No doubt he will be rewarded
with a full partnership in the law firm of his choice after he retires from Congress.
This is not to say that all lobbying is bad. If a lobbying group uses its influence to protect the rights of citizens (e.g., to defend the rights called out in the Constitution), then such lobbying is beneficial. Then the
question becomes: if all Congressmen have sworn an oath to defend the Constitution, and so have all
other government employees, why is such lobbying necessary? Because no government is ever satisfied
with the power it has. This is especially true of "progressives" and socialists: their goal is to maximize
their power and minimize your rights, and even reduce your rights down to privileges to be doled out as
convenient for them.
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-- § -Answer to Question 15
This is a trick question. None of these choices are a reliable way to obtain money in a short period.
Answer a) is wrong because the probability of winning a lottery with a large prize is very small. For example, the probability of winning the big prize in a state-run lottery depends on the structure of the game,
meaning how many numbers the player gets to choose from an array of numbers. Some games are
structured as 6/49, in which the player chooses six numbers between 1 and 49. The probability is:
(6 x 5 x 4 x 3 x 2 x 1) divided by (49 x 48 x 47 x 46 x 45 x 44) = 720 / 1.006834752E10 = 1 in 13,983,816
= 7.1511E-08, which is the same as 0.000000071511. Likewise, for a simpler game of 5/22, the probability would be (5 x 4 x 3 x 2 x 1) divided by (22 x 21 x 20 x 19 x 18) = 120 / 3160080 = 1 in 26334 =
0.000037974. But keep in mind that players are induced only by large prizes, which can be issued only if
a large number of people play, and so the game must be made more difficult. That is, in order for large
prizes to exist, the probability of winning has to be kept very small such that more players buy tickets, and
the prizes continue to increase week after week because it takes several weeks for the probabilities to
come into play such that someone finally gets the winning numbers. That is why simple games (such as
picking numbers from 1 to 100) have small prizes. At the other extreme, the Powerball lottery can work
up to very large prizes because the probability of winning the big prize is somewhere around 1 in
175,000,000 = 5.7142E-09.
Answer b) is wrong because the "games of chance" at casinos are engineered to provide the casino,
playing as the "house", a slight edge. In games of pure chance such as roulette or dice, the player must
guess correctly many times in a row in order to win a significant amount over what they bet. In Blackjack,
the probability of winning is higher for a skilled player than an unskilled one, but the edge enjoyed by the
house will cause all players to lose in the long run. In the short run as considered here, a player can win
but not by planning to go in and win; it is purely a case of short-run good fortune, guaranteed (by the
house advantage) to disappear as quickly as it came as more hands are played.
Answer c) is wrong because the probability of winning a TV game show depends on the probability of
being chosen to appear on the show. If it is a game of skill (general knowledge as in "Jeopardy", "Who
Wants to Be a Millionaire", or experience at shopping as in "The Price is Right"), a player may do well.
But the overall probability of winning, when contemplating how to earn a large amount of money in a short
time, is very small because the probability of getting onto the show is very small.
Answer d) is wrong because the probability of winning at church bingo (which will not involve a large
amount of money anyway) depends on the number of "cards" being played. Suppose that the church
operates the game truly as a charitable event, that is, it does not play as the "house"; all the prizes are
awarded to players in the audience. If so, the probability depends on the number of customers that play.
If you are the only player, only you can win, and eventually (even if it takes nearly all the numbers being
called), you will be the winner. If 100 bingo cards are being played, each card has an equal chance of
being the first to meet the bingo requirements, and the probability that you will win is 1 in 100, that is,
0.01. Likewise, if you are one of 10000 cards that are being played, your probability of winning is 1/10000
= 0.0001.
Answer e) is wrong because...wait a minute; we pause here for a commercial interruption....
"Wouldn't you like to live like the rich and famous? Wouldn't you like to have a private jet, a summer home on the Riviera and a winter home in Aspen? Wouldn't you like to have the biggest yacht
in the harbor? Wouldn't you like to be invited to the A-list parties with all the other successful people? Well now you can! All you have to do is become skilled at day-trading in the stock market,
and you too can enjoy untold wealth. Build your wife that dream house she's always wanted! Buy
a fleet of Ferrari's, one for each day of the month! Become known as the one guy from your
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hometown who made it big! Send your children to the finest universities! No more trudging to a
boring job every morning - day trading can be done in the comfort of your own home! Day trading
stocks, bonds, and commodities futures is simple once you learn the secret tricks shown in the upcoming "Don't Wait - Get Rich Today Working the Market" seminar. Tickets are only $699 per person. First come, first served! Hurry, seats are going fast and we can offer this low, low price only
for a short time! Act now, and don't miss out on this fantastic opportunity! Live the life of your
dreams! Make your reservation today!"
We've all seen those ads. But I'll tell you their "secret trick" for free. The "secret trick" is: all you have to
do is be able to guess or infer what the market will do tomorrow, or in the next hour, or in fifteen minutes
from now. You can either rely on guesswork or you buy an avalanche of data from some company and
hope to make enough sense of it to buy and sell stocks profitably. All you have to do is guess or infer
correctly about 80% of the time. See how simple? Anyone can do that. Except --- no one can do that.
The market depends on the choices of millions of people spending billions of dollars every day, and you,
the individual, cannot hope to do better than the aggregate of investors, which is "the market". The same
is true of any scheme that depends on "timing the market". The market cannot be timed; it is subject to
the truth, the false rumors, the actual needs, the phony desires, the greed, the generosity, and above all,
the arbitrary whim of millions of investors. Can you benefit from occasional lucky guesses? Can you "diversify and spread the risk" and make money? Sure, but you will not get rich quick either way.
As a wise person once said, "The way to end up making a small fortune in day trading is to start off with a
large fortune."
The correct answer to this question is: there is no way to develop a "plan" to get rich legally in a short
time. All of the possible answers posed in the original question have either: a) a very small chance of
success; b) a very small monetary prize; or c) can occur, but only in an unplanned way. This last category does happen, but purely by accident and coincidence.
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-- § -Answer to Question 16
This is a trick question. All of the answers provided are wrong.
But all of the answers are correct if the phrase "Republican Party" is changed to "Democratic Party". It
was the Democrats who enacted and enforced the Jim Crow laws in order to suppress black people's
progress from slavery to freedom [1]. They were in effect from about 1890 to 1968. In 1968, a greater
fraction of Republicans than Democrats in Congress voted for the Civil Rights Acts (signed by Democratic
President Lyndon Johnson because he was backed into a corner politically). Under the Civil Rights Acts,
the federal government took responsibility for enforcing equal treatment of black people in some southern
states, which gradually ended the legal aspect of the Jim Crow era.
It was the same Lyndon Johnson, as Majority Leader of the Senate, who had blocked a vote on an identical bill in 1957. It was only when change became inevitable that he signed it as President.
The Democratic Party has waged three large-scale attacks against black people in America. The first
was slavery itself, including the justification for it based on "inferiority" of black people. The second attack
was the institution and enforcement of the Jim Crow laws. Both of those attacks ended, one by a Civil
War, and one by black people standing up for their rights. Through both of those attacks, the black people held together by maintaining strong family ties and by adhering to the Christian faith. The third attack
was the "Great Society" programs of the 1960's. The Democratic Party made black people the test cases
for their socialist political control experiments under the pretense of relieving poverty. It is a very subtle
and so far very successful attack, because it has served to greatly weaken the black family, (and to a
lesser extent, the influence of the Christian church in the black community). This attack continues, as
those programs are all now ingrained into federal policy.
Don't be fooled by all the talk from progressives and socialists in the Democratic Party about how they are
working day and night for "racial equality". The Democratic Party has always hated black people and they
always will, except on Election Day when black people can be fooled or intimidated into voting for Democrats. The new plantations (large Northern cities run by Democrats) are not much different than the old
ones (large Southern cotton farms run by Democrats).
[1] The American Civil Rights Union, "The Truth about Jim Crow", 2014, http:theacru.org
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-- § -Answer to Question 17
This is a trick question. There is no correct answer because the premise of the question was "how to address this unusual behavior".
For celebrities, especially those in the drama business, the behavior as described would not be considered particularly unusual. The course of action taken by celebrities who find themselves in this kind of
situation follows a well-known pattern. Usually the celebrity will attempt to portray themselves as some
kind of victim, begin a foundation or activist group, demand that everyone else undergo "sensitivity training", and do whatever they can to draw attention to themselves. There might even be a movie script in it.
It should be kept in mind that celebrities as such are a dime a dozen, especially now that there are so
many TV channels and opportunities for musical acts. The prime objective of a celebrity is to stay in the
public eye, which is best done by staging publicity stunts like the ones described. Nearly everything a
movie star or TV star does is a publicity stunt.
The latest publicity stunt used by many TV and movie celebrities is the promotion of socialism. They want
you, the regular person, to believe that socialism is good for you, and that if implemented, we'll all be
equal. Do you actually believe you will make as much money as TV and movie starts if socialism is implemented? Of course you won't - movie stars aren't going to take a pay cut, and you don't have the talent that they have. The celebrities will retain their large salaries and fine homes and privileges since they
are the "useful idiots" that every socialist needs to keep the people pacified. Nothing will change for
them. However, under socialism, you will become a peasant.
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-- § -Answer to Question 18
This is a trick question. None of the answers are correct.
Here is what is likely to happen:
a)
The Mayor and City Council will call a joint press conference and denounce the rat kill-off as a
dangerous action that put the health of the citizens at risk. Note: City Hall will be in the position of
claiming that there was no health hazard when the rats were alive, biting small children. They will
appear to claim that the rats became a health issue only after death, when they were put on the
sidewalk used by City Hall employees. This attitude indicates a massive degree of arrogance and
hypocrisy, neither which are problems for a typical City Hall. The Mayor and Council members will
also decline to answer why they didn't stop the private rat-killing initiative beforehand if they thought
it was so dangerous.
b)
The City will ask the local police and the FBI to conduct a full investigation into the motives, finances, and personal relationships of the wealthy patron, the employees of the radio station, and
the trucking company hired to deposit the dead rats in front of City Hall. All are subsequently demonized by the Mayor and Council members for being "cowardly, extremist anti-government types
with possible ties to terrorism" and "infiltrators seeking to lower the public's opinion of the government".
c)
The wealthy patron will be sued for the cost of the rat removal, and will subsequently be prosecuted
for conducting a sanitation operation without a license.
d)
The wealthy patron will be sued by the government employees union for attempting to eliminate
government jobs.
e)
The wealthy patron will be sued by an animal rights group for genocide.
f)
The head of the sanitation department will receive a raise and promotion to Special Advisor to the
Mayor.
g)
The Mayor will take credit for ridding the city of rats, and will run for Governor.
The important point to remember is that corrupt, incompetent, and inefficient governments will do what is
necessary to protect themselves and their friends from embarrassment. If your local government is corrupt, incompetent, and inefficient, never participate in any attempt to do anything useful, unless you can
keep it secret before and after. There's no future in it.
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-- § -Answer to Question 19
This is a trick question. All of the choices given are false.
As far as we know, no such speeches were given by a black person in 1993. In fact, the speech fragments in the question are actually modified paraphrases of speeches made by Adolf Hitler in 1939. In
fragment (a), change "white" to "Jew", and "black" to "German", and you have a good sense of what Hitler
actually said about the Jews. In fragment (b), change "honkie", "cracker", and "white trash" to "Jew";
"black" to "German"; and "international trade treaties" to "Bolshevist Revolution", and you will have a good
sense of what Hitler claimed about the impact of Jews on German society [1].
So, Hitler was obviously an idiot, any black person who would make a speech per the fragments is an
idiot, and any white person who would make the opposite comments about black people is an idiot. Even
so, all of the given choices regarding government actions are still wrong. It is clear that speech of this
type is not beneficial and may be hurtful (but only to those who care what idiots think). The speech itself
may be bad, but the fact that it exists is good. It is good because the speech you like, but which is opposed by others, also exists.
Suppose, in imitation of fragment (a), a Moslem said: "Only after the Christian virus infecting the quality of
life of the people has been removed can we hope to establish cooperation between the remaining religions, which shall be built upon a common understanding." Would you really want the government to
"protect" you from this speech? Such stupidity can be defeated only if the stupidity is known to the public.
In answer (a), if a system of censorship and review is in place, these sentiments by the Moslem (or white
race-baiter or black race-baiter or Adolf Hitler) would not be widely known. Secondly, what criteria would
be used to determine what is "acceptable"? Maybe the censors would disapprove everything they personally did not like (which would affect many things you do like); maybe the racists and religious fanatics
would seek to obtain positions on the censorship boards. Note also, in answer (a) (if you chose it), you
have appointed yourself the power to find that "neither of these is acceptable" and "should be prohibited".
Who made you the Lord High Scrutinizer? What's that you say? You're British, and regulation of speech
works well in your country? We would not wish to offend Moslems, now would we, ye residents of Merrie
Olde Londonistan?
Answers (b), (c), (d), and (e) all have a similar fatal flaw, in that someone, somewhere, has to determine
what is "hateful", or what "alleged thought" is sufficient proof of "mental illness". What is hateful, or what
is mental illness will be in the mind of the government regulator, not in the mind of the subject. After all,
the government regulator will have to either: a) use their experiences and moral judgment; or b) rely on a
speech code, which in turn reflects the experiences and moral judgment of whoever writes the speech
code. The regulator will regulate based on what he prefers, or on what a majority of other regulators
prefer, or on what a majority of public opinion favors, or what a majority of government officials or academics consider "safe". Ultimately, any speech that some unknown unaccountable government regulator
somewhere personally disagrees with will be considered "hate" or "criminal". None of these are a
guarantee of correct determination: in the end, the regulation of speech leads to "freedom from speech".
There is an especial danger to answer (c). First of all, it has already been partially enacted under the
"hate speech" laws. A person can be prosecuted for anything he said in the course of committing a felony, and anything he is suspected of thinking. It only applies as additional charges to an existing felony,
but it will be a simple matter legislatively to extend it to all speech. When it is applied to all speech, it will
have the effect of stifling all speech, since everyone will be facing bankruptcy for saying anything that offends someone with the right political connections.
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The important point here is that the Founding Fathers were right when they decided that freedom of
speech is the best remedy to sort out what is worthwhile and what isn't. If you have to tolerate things that
you find offensive, pony up a little backbone and deal with it; meanwhile, no one gets to suppress your
opinions either.
This is why socialists and "progressives" love speech codes: it allows them to determine and enforce
what is acceptable, or more exactly, what conforms to their opinions. You, the regular person, are not
allowed to have individual thoughts different than what the Most Exalted Socialist Masters dictate. Note
that the speech codes are always changing, and of course exceptions are made when one of the Most
Exalted Socialist Masters are caught violating it themselves. Speech regulation is all about the power to
control thought, which influences actions, and to transfer power directly to the government and their cooperating corporations. It really is that simple.
[1]

For the actual text of Hitler's comments, see Norman H. Baynes, Hitler's Speeches, London: Oxford
University Press, 1941, Volume 1, p. 743. Fragment (a) is a paraphrase of part of a speech Adolf
Hitler gave at Wilhelmshaven on 1 Apr 1939; fragment (b) is similarly a paraphrase of one he gave
in the Reichstag on 28 Apr 1939.
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-- § -Answer to Question 20
This is a trick question. None of the answers are correct.
The IRS performs the functions cited in answers a), b), and d) along with several others, but they are not
why it is called the Internal Revenue Service. It is called a "Service" to distract you, the taxpayer, from
the fact that the IRS is actually an income tax enforcement bureau that has nearly arbitrary powers. It
does not answer to Congress, or the President, or the courts, or the voters regardless of how much it
abuses its powers. You are guilty before the IRS unless you can prove you are not; and you have to
prove your innocence in the U. S. Tax Court if you disagree with the IRS's determination.
The IRS routinely gives incorrect answers to taxpayer questions. Too bad, you still have to pay taxes,
penalties, and interest, even if you acted in good faith on IRS advice. Answer c) is wrong because the
IRS does not "generate" revenue, it collects it from taxpayers.
There was a scandal in 2010 through 2012 in which IRS employees knowingly and willfully stalled approval of tax-exempt status for conservative political groups. No matter: no one was fired for this activity,
no one was prosecuted, and no one was fined or went to jail. That was pretty good service, don't you
think? Lois Lerner was fired, but only because she had become a public relations liability, not because
anyone at the IRS thought she did anything wrong. Her accomplices were unaffected, receiving the usual
raises and promotions on schedule. IRS employees are at liberty to do anything they want to a taxpayer
(with respect to the tax laws) all in the name of "service".
Don't be fooled by the names given to government agencies. The word "service" in the name of a government agency refers to the fact that you, the citizen, serve them. Likewise, the name of a government
agency does not necessarily indicate their function. For example, the Department of Education does not
actually educate anyone; the Department of Agriculture does not actually grow anything; and the Food
and Drug administration neither raises food nor produces drugs. The Security and Exchange Commission neither provides securities nor performs exchanges. All of these, and the ones called "services",
spend all their time regulating you, the citizen, and attempting to increase their power over you by "interpreting" the law to justify additional regulations.
Once again, it is easy to see why socialists and progressives desire to have as many overlapping government agencies as possible -- all the better to entrap you, my dear.

30

Real World Graduation: The Entrance Exam for Adulthood
Volume 2: The Answers

-- § -Answer to Question 21
This is a trick question. None of the elements of the secret plan violate either the law or the Constitution.
There was a time when it would have violated the Constitution, and no such law would have passed, but
the courts have solved that problem.
This process as described is now considered legitimate under "Eminent Domain" and "Tax Increment Financing". "Eminent Domain" originally meant that the government can take private property for public
use, so long as the original owners were fairly compensated. Traditionally, the local government could
take property from private individuals only if the objective was to build improvements for use by the general public: expansion of roads, canals, bridges, etc. However, in recent times, eminent domain has been
expanded to allow the government to take from one private owner and give to another private owner simply because the new private owner promises to generate more revenue for the government [1]. Also, the
government doing the taking gets to choose how much to pay the original owners for their property.
The process begins when the political entity designates the area to be seized as "blighted". This is actually a legal term, having nothing to so with the actual condition of the area. "Blighted" means that the entire area becomes subject to control by the local government. Once an area is declared "blighted", the
current owners cannot sell their homes to another buyer: the homes are technically worthless because
the entire area is now legally designated for "development". In other words, once the "blighted" designation is made, only one buyer is permitted (the government or a developer acting on behalf of the government), and only one entity sets the price (the government). "Tax Increment Financing" is the method in
the latter case by which the city advances the money to the developer to buy the properties from the current owners. The mall developer is able to pay this loan back to the city because it is allowed to collect a
special tax to be paid by the people who shop at the mall. In other words, the taxpayers pay twice (the
original money given by the city, which came from the taxpayers), and through higher taxes such that the
developer can repay the loan from the city.
Typically it is too expensive for the original owners to contest the amount they are to be paid, so they
have no choice but to accept what the city offers as compensation for their homes and businesses. The
alternative is to bankrupt themselves in legal fees by trying to sue the city.
Another twist on this scheme is for the government entity to set up a dummy corporation, usually with
names containing the words "Progress", "Improvement", "Revitalization", "Empowerment", "Civic Action",
"Opportunity" or similar innocuous titles, whose only purpose is to manage the paperwork required by the
tax assessors' office to carry out the confiscations. The political entity (in this case, the city) then passes
an ordinance permitting the dummy corporation to act in the political entity's behalf to perform the actual
"eminent domain" procedure. This way the political entity can claim that it did not actually perform the
deed; it was done by the dummy corporation. Then the same politicians who authorized the confiscation
of private property at a net loss to the current owners can blame "greedy corporate interests" for destroying the lives of the affected people. Never mind that the corporation was created by the politicians for the
express purpose of carrying out the politicians' conspiracy.
As for the $19,500 average loss on each home, those (former) homeowners should pony up some gratitude for the high quality local government that is doing what is necessary to increase government revenue in order to obtain more good government. The only remedy for this situation is not to own any property in an area with a convenient location that some developer with good political connections finds attractive for his use.
As bad as this situation is, it will be far worse under a socialist government. A socialist government pretends to respect private property only as long as it is politically convenient. A socialist government in this
case will not have to go through the charade of a transaction, nor will it bother to pay any compensation
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at all. It will simply declare your property forfeit, put the developer's name on the deed, and send the
county sheriff over to put you and your family out into the street. The developer will not be a private corporation. It will be another government agency tasked with "making a better community through promotion of equality".
[1]

This was the situation in Kelo et al vs. City of New Haven, CT., in which residents sued the city for
taking their property to give to another private entity. Although this should have been resolved
within the state of Connecticut, an appeal was made to the U. S. Supreme Court, which ruled in favor of the city (545 U. S. 469 (23 Jun 2005)), on the grounds that "public purpose" is close enough
to "public use", and that "economic development" is a suitable "public purpose".
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-- § -Answer to Question 22
This is a trick question. All the answers are wrong.
Answer a) is wrong because violent crime does not affect most people in the community. It only affected
these two victims.
Answer b) is wrong because the woman's claim is patently ludicrous on its face, and she has no credibility.
Answer c) is wrong because no states have passed such a law.
Answer d) is wrong because only a tiny minority of a city's population visits the restaurant in a given
week, and so is not newsworthy.
Answer e) is wrong because it is the editor's job to decide what news is of greatest importance and
broadcast in that order.
So how does the editor choose the lead story? The editor knows his audience, and has a sense of what
types of stories are likely to attract the most viewers, which in turn allows the station to increase the advertising revenue. So, it is the editor's job to choose the lead story based on his estimate of which one
will cause the most viewers to tune in, which increases ratings, which increases advertising rates. He
does this based on his experience with the audience in that community. The armed robbery story will
lead if it is likely that constitutes the latest in a series of crimes, which taps into the public's interest in
general safety. The underwear story will lead if the editor believes he gets the largest audience with the
outlandish and sensational. The Governor speech will lead if it contains dramatic changes from last year,
or if the station (or editor) has a strong position of support or opposition to the Governor's agenda. The
restaurant owners arrest will lead if he is famous for something else besides owning the restaurant, especially if he can be represented as some sort of hypocrite. The selection of topics and stories on newscasts is based primarily on advertising revenue.
But of course there is an exception to this general rule: when the editor or management of the station has
decided to infuse politics into "news" stories. Then the stories are chosen to advance a political agenda,
not so much to report facts.
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-- § -Answer to Question 23
This is a trick question. All of the answers are wrong.
Answer a) is wrong because an hour of a person's labor is worth what they can get for it; there is no objective determination of "worth". Wages and salaries are simply the price of labor. It is a factor in every
product that is produced and every service that is performed. The total cost of producing something or
providing a service is the combination of various labor prices with all the other costs: rent, materials, and
machinery. If the end price of a product or service cannot be sold for more than the total cost of providing
it, then the product or service will not exist. If wages are increased, then the costs of production will
increase in proportion to the amount of labor that goes into production. Therefore, the prices you pay for
those articles and services will also increase. Labor ultimately is worth what it can be re-sold for, not what
some theorist claims it should be.
Answer b) is wrong because some people do not want to pay other people's bills, and they should not be
forced to do so. The "right to basic necessities" for able-bodied people is a political concept calculated as
a convenient excuse for "progressive" politicians to buy votes. There is no legitimate right to demand
basic necessities from other people's pockets.
Answer c) is wrong because the interconnectedness of the world (whatever that means) does not pay
your bills. Nor does it pay any other bills other than by generating revenue from some source (such as
advertising). If it did, then "interconnectedness" is a self-perpetuating wealth-creating mechanism; if that
were true, why isn't the internet free?
Answer d) is wrong because it consists of 100% psychobabble. Your friendly neighborhood progressive
sociologists and socialists would like for you to embrace it, because if you adopt this mode of thinking, it
will be easy for them and their corporate, government, and activist allies to bully you into believing anything.
Answer e) is wrong because this is not extremist rhetoric. History shows that this man's attitude, and its
widespread belief and application in previous generations, has served to make America great. America
became great because individuals were free to pursue their work choices with the satisfaction that comes
from independence, and kept the fruits of their labor. America will decline in proportion to how far we drift
away from this principle.
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-- § -Answer to Question 24
This is a trick question. All the given answers are wrong.
The goal of the modern jihad leaders is to remain on earth as long as they can because there are no baby
billy goats waiting for them in heaven (if you know what I mean). Some jihad leaders instruct their followers that they will receive 72 virgins in paradise for all eternity if they die killing Christians and Jews. Just
think, 72 virgins, who will presumably remain virgins for all eternity. Maybe they are highly skilled at
serving lemonade. Maybe the mighty jihad warriors will be rewarded with eternity in the company of 72
elderly Catholic nuns with big wooden rulers. But the leaders like Arafat and bin Laden were in no hurry
to get the 72 virgins: they wanted to stay on earth as long as possible.
The modern Islamic "jihad" movement operates the same as all the other radical movements in history:
the leadership convinces young, dumb, easily manipulated morons to do the dirty work while the leadership enjoys the fruit of other people's labor, besides what they can steal from the victims. In this case, bin
Laden and Arafat enjoyed many pleasant years of molesting billy goats on earth. They also received a lot
of publicity and wealth from those who supported the radical movement, but whose hypocrisy exceeded
their courage. The same is true of those who led and supported the French Revolution in 1789, the Bolshevik Revolution of 1917 in Russia, Mao's revolution in China in the late 1940's, Castro's revolution in
Cuba in 1959, and many other examples.
The modern socialist movement in America is no different. It depends on the energy of young, ignorant
people to go out into the streets (such as ANTIFA) and gain attention for the movement, that is to say,
help the socialist leaders acquire power. Once in power, the socialist leaders will continue to use the
young and impressionable as a street army to intimidate anyone who opposes socialist policies, so long
as it is necessary to do so.
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-- § -Answer to Question 25
This is a trick question. None of the suggested choices appear in the U. S. Constitution.
Answer a), often cited by atheists, actually comes from a letter sent by President Thomas Jefferson to
Nehemiah Dodge and others of "a Committee of the Danbury Baptist Association in the State of Connecticut" on 1 Jan 1802. The second paragraph reads as follows [1]:
"Believing with you that religion is a matter which lies solely between man and his God, that he
owes account to none other for his faith or his worship, that the legislative powers of government
reach actions only, and not opinions, I contemplate with sovereign reverence that act of the whole
American people which declared that their legislature should "make no law respecting an establishment of religion, or prohibiting the free exercise thereof," thus building a wall of separation between church and state. Adhering to this expression of the supreme will of the nation in behalf of
the rights of conscience, I shall see with sincere satisfaction the progress of those sentiments which
tend to restore to man all his natural rights, convinced he has no natural right in opposition to his
social duties."
It thus informs the Baptist group that the intent of the First Amendment is to prohibit the government from
creating a state religion, compelling participation in any religion, compelling belief in any doctrine, or prohibiting belief in any doctrine, or otherwise interfering with private religious activities. Jefferson does not
claim that the First Amendment mandates public atheism, as some would have you believe. If it did, why
would Jefferson, having taken an oath to uphold the Constitution, write to members of a church?
Answer b) is incorrect because in the U. S. Constitution, the government was granted powers, whereas
rights are simply regarded as intrinsic freedoms belonging to each person. In the American system, only
persons have rights; governments can only have powers. The American system is a divided sovereignty,
meaning that the federal government has certain powers, and the states have certain powers, but none of
the powers granted to any government can interfere with the rights of a citizen. But in these modern
times, many governments have knowingly and willfully violated the public trust by infringing upon individual rights to varying degrees.
Answer c) is incorrect; it is a common misuse of the statement in the Preamble to the Constitution, which
reads:
"We the People of the United States, in order to form a more perfect union, establish justice, insure
domestic tranquility, provide for the common defense, and promote the general welfare…"
In this context, general welfare meant that the government was granted powers to do things that would
benefit the people in general but could not practically be done by individuals (such as building roads, canals, and creating a Post Office). It has nothing to do with providing "welfare" to individuals (which is accomplished only by taking money out of the pockets of other individuals). The concept of public "welfare",
or "safety net", is an entirely different idea, and is not contained the Constitution.
Answer d) is actually a quote from Article 119 of the 1936 Constitution of the Union of Soviet Socialist
Republics [2]. This was nothing more than propaganda. History shows that there was not a moment of
rest or leisure under communism, unless you were a member of the Communist Party. Incidentally, Article 122 of the same Constitution guaranteed that "women in the USSR are accorded equal rights with
men". In other words, women were equal slaves to the all-seeing, all-knowing, all-directing socialist state.
[1] Merrill D. Peterson, ed., Jefferson: Writings, New York: Literary Classics of the United States, 1984,
p. 510
[2] https://www.departments.bucknell.edu/russian/const/1936toc.html
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-- § -Answer to Question 26
This is a trick question. All the answers are false.
Regarding answer a), there is no evidence to date that the President, Vice President, or anyone on Wall
Street actually stole any taxpayer money. (Congress may have given them money in the bank bailouts,
but they did not steal it, and those transactions do not explain the issue here.) There are some dimwitted
political activists who would have you believe that a President actually stole $5 trillion, proving that they
have no rational arguments to make.
Answers b) and c) are also false because the money spent for the two wars is already included in the totals in the U. S. Treasury accounting system, and are thus reflected in the deficit figures.
Answer d) is also false because any shortfall of revenue (or gain in revenue) from tax increases or tax
cuts are already reflected in the budget figures. (Generally, a tax cut results in more revenue to the federal government, as it frees up capital for investment, which in turn causes the economy to expand, with
the resulting larger tax base).
The figures in the table are accurate. So where did the $5 trillion surplus that existed at the end of the
Clinton administration go? Surprise, surprise, surprise: there never was a $5 trillion surplus; there has
never been a surplus approaching that magnitude in any administration. The operatives who make this
statement are either fools who cannot read numbers, or do not understand the difference between an asset and a liability, or do not understand the distinction between a plus sign and a minus sign. On the
other hand, they may be lying because they think you are dumb enough to believe them. In reality, the
national debt on 20 Jan 2001, the day Clinton left office, was $5.727 trillion. Notice: a debt, not a surplus.
It is not just the Democratic Party apologists for Bill "Perjurer in Chief" Clinton who adhere to this lie. It is
repeated occasionally by those who were Republican members of Congress at the time [1]. This shows
that both parties are content to lie about the true financial status of the nation.
The table shows a deficit for the year ending 30 Sep 2001; which is the last year of the Congressional
budget passed while Clinton was president. Consider for example, what would happen if such a $5 trillion
surplus did exist. It could only exist if the government had overtaxed the people by $5 trillion, because
that is where all the money ultimately comes from. If the government had $5 trillion extra, don't you think
there would have been a massive demand to have that money returned to the taxpayers? In the early
2000's, the total budget was about $2 trillion; so a $5 trillion surplus would represent a two and a half year
period when no taxation would have been necessary, or conversely, a period of the same length in which
the government would have sent large rebate checks equaling the amount that would normally be paid in
income taxes. Do you recall anyone talking about a complete cessation of federal taxation in the early
2000's? Do you recall checks being mailed to taxpayers in the amount of their last two years of income
taxes? Of course not: because there was never any surplus to be doled out.
The operatives who maintain this fraud do so because at the end of 2000, it was "projected" that a $5 trillion surplus could exist by 2020 if the Congress continued the policies of the late 1990's, and if the economy did not suffer any downturns (such as terrorist attacks, wars, or the bursting of economic bubbles
such as the dotcom and mortgage fiascos). In other words, it required economic assumptions that have
never occurred and never will occur, as well as the continuing good faith of politicians toward taxpayers.
Try not to laugh too hard at that last phrase: "the continuing good faith of politicians toward taxpayers".
Enough said.
No government can hold on to a surplus of this magnitude, or of any real surplus. If they did, those funds
would have to sit idle in some vault somewhere, of no benefit to the economy. In order for this $5 trillion
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surplus to exist, the nation would have to run upwards of twenty years of annual surpluses to accumulate
it. What group of politicians could resist spending those surpluses on some useless crap, so long as they
reaped some sort of benefit?
Don't be fooled by professional liars who rattle off phony projections as if they were established facts.
Investigate the true numbers for yourself, as they are all published online by the U. S. Treasury Department.
[1]

Governor John Kasich of Ohio (R), a former member of Congress, stated this patent falsehood on
Fox News Sunday with Chris Wallace, 15 Jan 2015.
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-- § -Answer to Question 27
This is a trick question. All of the answers are wrong.
Answer a) is wrong because none of these are limited by the First Amendment; all have been done before without censorship.
Answer b) is wrong because everyone already knows that people have sometimes failed to maintain the
virtues of the traditional morality. But these failures do not prove that the traditional values are wrong or
obsolete, it only means that the people who did not observe them may be hypocrites.
Answer c) is wrong because the truly visionary people are usually doctors, physicists, agricultural researchers, chemists, and engineers; they have changed society for the better far more than all the artists
combined.
Answer d) is wrong because the actual goal among modern artists is to promote their alternate morality of
"anything goes with no guilt or hypocrisy". In other words, the new moral code many artists subscribe to
is not based on any high standards of behavior; it is based on the concept that the lowest form of behavior is as good as any other. The purpose of the artwork is to convince you (the normal person), that you
are a primitive moron. The goal of many modern artists is to convince you to wake up and free yourselves from the guilt and hypocrisy of the good manners that your parents taught you.
Modern artists typically despise religious people and morality in general. If it were possible, they would
line up all the religious people and kill them, without guilt or hypocrisy. But of course, the artists claim that
you (the normal person) are a hypocrite if you were to criticize them for desiring to do so. If you (the normal person) do criticize them for any reason, you will be ridiculed and accused of "hating".
So it is with all forms of so-called "art" promoted by progressives and socialists. Their goal is to destroy
traditional morality and the family unit, to be replaced by guidelines for dutiful little slaves and dependence on handouts from the government (which will actually be taken from your pockets).
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-- § -Answer to Question 28
This is a trick question; none of the answers are correct.
Since the shopper only had one small bag, neither (a) nor (c) is true.
Clearly (b) is not true, because leaving it at the front desk is an easy way for the store's employees to
steal from her.
Answer (d) is not true because the bag can be lost at the front desk as easily as any other place.
This has nothing to do with her convenience, and everything to do with the possibility that the store manager believes that she may be a shoplifter. Having her leave her bags at the front desk is for their convenience, not hers. She was required to leave them there so that she would have a more difficult time
shoplifting, as she would not be able to readily conceal things as easily.
When something is said to be "for your convenience", you can be reasonably certain that it is actually for
someone else's convenience.
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-- § -Answer to Question 29
This is a trick question. All of the given answers are wrong.
If you chose groups a) or d), please be advised that none of those six men ever served as President.
Alexander Hamilton was ineligible to be President since he was not native-born (he was born in the West
Indies). Aaron Burr was Vice President under Thomas Jefferson. Benjamin Franklin never held an office
under the Federal Constitution. Walter Mondale served as Vice President under James E. Carter, Barry
Goldwater was Senator from Arizona who lost the Presidential election to Lyndon B. Johnson in 1964,
and Alf Landon, Governor of Kansas, lost the Presidential election to Franklin D. Roosevelt in 1936. It is
true that Richard M. "I am not a crook" Nixon and Barack H. "Leading with my behind" Obama (and some
others) committed crimes, authorized violations of the U. S. Constitution, or covered up for others' crimes,
but they are small change compared to the truly criminal Presidents. The worst three Presidents in our
history with regard to protecting the rights of the people are Abraham Lincoln, Franklin D. Roosevelt, and
T. Woodrow Wilson.
Here is a list of Abraham Lincoln's violations of the rights of the people [1]:
a)
Suspension of habeas corpus (a power he usurped from Congress);
b)
Imprisonment without charge for disagreeing with Lincoln's war policy;
c)
Suppression of the press;
d)
Imposition of martial law, even in the Northern states
e)
Seizure of private property without compensation
Here is a list of Franklin Roosevelt's violations of the rights of the people:
a)
Forced confiscation of gold held by individuals in return for paper notes per Executive Order 6102,
and the paper notes were immediately devalued;
b)
Imprisoned without charges of 110,000 innocent citizens of Japanese descent in internment camps
based solely on their race;
c)
Attempted to undermine the Supreme Court by adding additional members sympathetic to his ideology (proposing the Judicial Procedures Reform Act of 1937)
d)
Implemented the National Industrial Recovery Act, which took control of the economy, and even
prevented people from raising their own food.
Here is a list of Woodrow Wilson's violations of the rights of the people:
a)
Arrest and imprisonment for opposing U. S. involvement in WW I (Espionage Act of 1917, Sedition
Act of 1918); 175,000 people were arrested during World War I
b)
Instrumental in getting Congress to pass an income tax (after ratification of 16th Amendment)
c)
Helped establish the Federal Reserve System (a central bank), which controls the economy indirectly
d)
Promoted and implemented the Federal Trade Commission, Clayton Antitrust Act, and the
Adamson Act, all devoted to increasing the government's power over the economy
e)
Favored a Parliamentary system and administrative state, in which bureaucrats have arbitrary
power
f)
Permitted his Cabinet secretaries to racially segregate government departments (which was an
escalation of Theodore Roosevelt's policies)
g)
Implemented the Committees on Public Information; it's job was to propagandize and intimidate the
people to implicitly trust the government
h)
Implemented the War Industries Board, which took control of the economy during World War I
i)
Rejected the principle of limited powers and the concept of personal inalienable rights, writing:
"Every means, therefore, by which society may be perfected through the instrumentality of
government, every means by which individual rights can be fitly adjusted and harmonized with
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public duties, by which individual self-development may be made at once to serve and to
supplement social development, ought certainly to be diligently sought, and, when found,
sedulously fostered by every friend of society. Such is the socialism to which every true lover of his
kind ought to adhere with the full grip of every noble affection that is in him." [2]
When you strip away the high-class doubletalk, Woodrow Wilson is saying that every citizen should
willingly submit to the soft socialism of coercion and intimidation, and be willing, in the interest of
perfecting society, to accept whatever diminution of his rights that the government may seem fit to
impose. But Wilson (a typical product of the Ivy League) was so stupid that he actually believed that
society, consisting of flawed people, can actually be "perfected".
It appears that Thomas Woodrow Wilson was our worst President overall, yet many historians (many of
whom themselves reject the U. S. Constitution) regard him as one of our best Presidents. When rating
the conduct of Presidents of any other public official, the primary consideration is how well they protect
the rights of individuals. It does not matter how popular they were, what political party they represent,
who endorsed them, or who benefitted from their policies. In the long run, your rights are what matters
most.
[1]
[2]

Andrew P. Napolitano, The Constitution in Exile, Nashville, TN: Nelson Current, 2006, pp. 61 - 76
Woodrow Wilson, The State: Elements of Historical and Practical Politics, Boston, MA: D. C. Heath
& Co., (1907), Section 1519, pp. 631, 632
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-- § -Answer to Question 30
This is a trick question. All of the answers are wrong.
Answers a) and b) are wrong because they pertain to "confidential" sources whose identities are known to
the journalist; in that sense, they are not anonymous.
Answer c) is wrong because if the media were truly performing a watchdog function, they would publish
only information that was corroborated by at least one or two reliable sources known to them. In other
words, a respectable journalist would use the information provided "anonymously" only if it were verified
by credible sources. In that case, the article is actually based on the credible sources, not the
anonymous one.
Answer d) is wrong because there is no way to know if any information provided anonymously is correct
or not until events demonstrate it one way or the other, or it is verified by credible sources known to the
journalist. It cannot be assumed that information is more reliable simply because the person or
organization that provided it does not want their name to be made public.
But truly "anonymous" information is frequently used by journalists because it has many benefits to the
journalist. First, it gives rumor and innuendo a veneer of legitimacy; for example, a journalist may write,
"anonymous sources have informed us that Famous Person X is under investigation, although we have
been unable to verify it". The reader gets the message that Person X is to be suspected because they
are being investigated. The reader is not likely to remember that the source is unknown, or that the
journalist admitted that he has not confirmed it. But the reader has heard something negative about
Person X, which was the goal of the "anonymous source".
Second, it allows the journalist to fill up a large amount of space by presenting claims, counter-claims,
and denials without having to do the serious work of figuring out how much of it is true or relevant. In
other words, the journalist fills the pages and airwaves with background noise that may contain very little
that is factual or newsworthy.
Third, it provides the journalist with a means to interject his biases into his articles and broadcasts by
mentioning information from anonymous sources that serve to advance the journalists preferred view of
how things are or ought to be. The advantage is that he cannot be accused of editorializing, since he
actually is reporting on information that came to him.
Fourth, it provides journalists and editors with a veneer of legitimacy when publishing the most
sensational and controversial claims and opinions; controversy generates interest; interest sells
newspapers and airtime; all of which serves to increase advertising revenue and the journalists' fame.
There are many national so-called "news" outlets that function on this very basis. Test it for yourself:
when you are watching the "news", focus on how much of what is reported is based on anonymous
sources. You will find that many of the "progressive" outlets are willing to fill the airwaves with
anonymous claims because the historical facts do not (and never will) conform to the "progressive" fairytale religion.
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-- § -Answer to Question 31
This is a trick question. All of the answers are false.
As for sense of accomplishment per answer a), the players and coaches on the team certainly
accomplished a difficult task, but the other people living in the city did not. They are simply spectators at
most.
As for answers b) and c) there is no evidence that a city with a winning NFL team, or any winning team,
gains any material economic or social benefits. A city does not become a long-term tourist destination
because a sports team based there won a championship. If a city is a tourist destination, it is for other
reasons: unique history (Boston, Washington), party life (Las Vegas, New Orleans, Miami), good vacation
attractions (San Diego, Los Angeles, Miami, Buffalo), or access to wilderness areas (Seattle, Portland,
Denver), among many others.
As for prestige per answer d), quick, which team won the Super Bowl after the 1996 season? Who
cares? Assuming you remember which team did, does that city hold any actual prestige in your mind
because a football team headquartered there won a championship that year?

44

Real World Graduation: The Entrance Exam for Adulthood
Volume 2: The Answers

-- § -Answer to Question 32
This is a trick question. All of the answers are false.
Answer a) is false because it implies that what he stood for before mattered, and what he stands for now
matters, the question being why did he change his mind? "Flip-flopping" is the euphemism that one
politician uses against a second one when the second one appears to have changed his policy or views
on a certain issue. Politicians usually do not change their mind on policy. They simply appear to be "flipflopping" because they were actually pandering to different groups. All it means is that he got caught
telling opposite stories to different groups of interested citizens on the same subject. No politician cares if
you can't keep his opinions straight: you are not a member of the ruling elite. Therefore, it doesn't matter
to him if you think he's changing his mind as necessary to please the audience in front of him.
Answer b) is wrong because being caught in a lie implies that people are paying attention to what was
said, even if it is false. Every politician demands to be heard, even if not believed. Politicians now believe
that politics is war, and the methods used in war (mainly deception) are all a normal part of the process.
Deceiving you, the voter, is probably one of the great satisfactions of being in politics. No politician cares
if you believe him or not: you are not a member of the ruling elite; therefore, it doesn't matter if you think
he's a liar.
Answer c) is wrong because it implies that what a politicians does, and whether it is legal or not, is
important to the politician. It is rare for a politician to be prosecuted for anything, except for making the
political class look bad by engaging in the kind of overt corruption that everyone understands. A politician
that stuffs cash in his suit coat pockets in the course of taking bribes is certainly in legal trouble because
he is acting like a member of the Mafia. But there will be no legal trouble at all if the same cash is
deposited in his campaign fund, or in his "Foundation", or "Initiative", or a trust fund, or one of his political
action committee funds, where it may be drawn out as desired, all legal. Generally, prosecutors are not
interested in prosecuting their friends and allies in government service. No experienced politician is afraid
of being prosecuted. You are not a member of the ruling elite; therefore, it doesn't matter if you think he's
a crook.
Answer d) is wrong because it implies that politicians take governing philosophy seriously one way or the
other. Each politician accuses others of differing viewpoints as "ideologues", implying that the other guy
is some sort of extremist. But each politician also regards each citizen as an extremist if they don't agree
with the politician's views. No politician cares if you like his view of the legitimate role of government: you
are not a member of the ruling elite; therefore, it doesn't matter if you think he's a power-mad crusader.
The correct answer to this question is "being regarded as irrelevant". Politics is the business of acquiring,
using, and abusing power. A politician who is regarded as irrelevant can neither gain power, nor use
power to change society, nor abuse power for his own benefit. That is their real fear; that is the one thing
they are resentful about, and is the one thing that will cause them to explode in anger.
So, how do you reject a politician?
dependent on him for anything.

Do for yourself and your family, taking care to never become
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-- § -Answer to Question 33
This is a trick question. All of the given answers are false.
Answer a) is false because Congress is criticized frequently for being susceptible to lobbying influence,
yet lobbying continues to increase every year. Therefore, Congress obviously considers the criticism
unwarranted and unfair; if the criticism were considered legitimate, Congress would change the system.
Answers b), c), and d) are all wrong because having lobbyists write the legislation relieves members of
Congress and their staffs from doing it; in fact it relieves members from reading the legislation before they
vote on it. The member only needs to know which lobbyists favor or oppose it, and can cast their vote
solely on that basis. Far from being a "problem", this is a great aid to members of Congress and their
staff members.
It is great fun to criticize lobbyists and they do deserve some blame. But, lobbyists are not the core
problem; they are only a symptom of it. The real problem is that Congress has arrogated to itself the
power to legislate, tax, and regulate anything and everything, ignoring the limits of federal power
contained in the Constitution. (The disease has now spread to some States and some large cities).
Therefore, every organization that has an economic, political, or cultural stake in anything must be able to
present their case to Congress through lobbying, in order to ensure that their interests receive a fair
hearing. If Congress were to respect the original Constitution, it would not think itself qualified or
empowered to legislate on so many issues, and lobbying would be far less necessary. The muchmaligned lobbying industry does not just represent faceless corporate interests; the real-estate
association, for example, represents the interests of realtors, who are actual people making a living in the
real-estate industry.
The main point here is: don't buy into the notion that all lobbying is bad. Some lobbying benefits the
public because sometimes it may prevent politicians from taking away your remaining rights. Lobbying is
necessary only because officers of governments at all levels, especially the "progressive" ones, have
assumed they are so smart that they are qualified and entitled to regulate every aspect of your life. The
natural tendency of most politicians, especially the "progressive" ones, is to pass an ambiguous law
(which they don't bother to read), and then hand off power to irresponsible, unaccountable, unelected,
power-mad bureaucrats for enforcement. That is bad enough, but then your taxes are increased to pay
for it. Lobbyists can sometimes curtail the worst impulses of the progressive political elite.
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-- § -Answer to Question 34
This is a trick question. None of the options presented are viable choices, because the first three are too
good to be true, and the fourth one is not an investment.
If the Prime Rate is 5.2%, and the banks lend money at 3 to 10% above Prime, the banks therefore lend
money at rates between 8.2% and 15.2%. Why then, would any person or corporation be willing to pay
you between 25% and 58.9% if they borrowed from you, whereas they could borrow money from banks at
much lower rates? The answer should be obvious: they wouldn't ask to borrow from you if they had
sufficiently good credit to borrow from a bank. None of these choices make sense financially for a
borrower with good credit, which means they are too good to be true for you, the prospective lender. If
you are ever asked to lend money on these terms, reject the idea. The proposed borrower is either a
crook who will steal your money, or they are desperate because they have very bad credit and there is
virtually zero chance you will be repaid. Anything that sounds too good to be true (or practical) probably
is. In fact, the first three offerings are so bad, that of the four options presented, rolling the $1000 on a
horse race actually has the best chance of returning something, even though the odds are unknown and
probably low.
Don't be swindled by sales pitches offering something that is too good to be true. One common scam,
still profitable after all these years, is one in which someone will offer to give you the winning numbers for
a future lottery drawing in return for a $10 fee. Now put this in perspective: if someone knew the winning
numbers, why would they share them with you? They would then have to share the prize with you, which
would mean lower winnings for them. But dummies fall for this all the time. Any one who offers you a
deal that promises returns far above what can be reasonably expected is likely a con artist. Do a
comparison against typical scenarios (like the interest rate in the example) and apply some common
sense. You are not special enough to get breaks and deals as if you were Bill Gates, George Soros, a
Rockefeller, a Clinton, or a Kennedy. You are nothing more than a mark.
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-- § -Answer to Question 35
This is a trick question. All of the answers are wrong.
Answer a) is wrong because the Federal Reserve prints currency (not money); and said currency and
even money are nothing more than representations of wealth that has already been created.
Answer b) is wrong because the U. S. Treasury, like any treasury, was intended to be storehouse for
government revenues, which is actually wealth already created by taxpayers and given to the
government. (However, the U. S. Treasury has become a place where officials add up how much of the
wealth that will be generated in the future by Americans actually belongs to other countries.)
Answer c) is wrong because banks lend money, derived form existing wealth, or their credit, which is a
way of expressing confidence in the utility of existing wealth. The money and credit are used to procure
capital, from which further wealth is created. But the bank per se is not the source of wealth.
Answer d) is wrong because the stock and commodities markets are the means by which individuals and
corporations can invest money, which comes from already-existing wealth, for the purpose of expanding
it. But the market per se is not the source of wealth.
The correct answer is that all wealth comes from the work of nature as harnessed by man's labor and
ingenuity. For example, the computer industry has provided many people with employment: the hardware
builders, the software writers, the people who use the computers in their work, all the people who provide
data to put into the computers, and the people who maintain the hardware and software to keep it all
running. That employment has allowed those people to earn money, which they traded for either the
comforts of the modern world, such as houses, cars, groceries, TV, etc., or for protection against potential
future contingencies in the form of money and insurance policies. All of these things are the
manifestation of the creation of wealth, which elevates the standard of living above bare subsistence.
The computer is one example of created wealth. But where did the computer come from? A computer
consists of software (instructions) that directs the hardware (arithmetic processors and memory) what to
do. Without hardware, there would be no need for software.
Where did the hardware come from? It is based on the microprocessor chip. The microprocessor chip is
based on "transistors", which are electronic switches that are able to keep track of voltage levels in
memory locations, upon which capability all software is based. Where did the transistors come from? A
transistor is a small piece of silicon (the metallic component of beach sand) into which is embedded trace
amounts of poisons like arsenic, gallium, and antimony. All of these are elements found in nature. How
did they come to be combined into a transistor configuration? Because some engineers at Bell
Laboratories in the 1940's were searching for a way to "transfer resistance" in electronic circuits, and in
the course of their experimentation, discovered the switching and amplification properties of germanium
and silicon "semiconductors". Why were they trying to "transfer resistance"? Because doing so would
allow them to reduce the size and cooling requirements of the large relay and vacuum-tube computers of
the 1940's. By the way, those computers filled several rooms, required several tons of air conditioning,
were affordable only by large organizations and governments, and had less computing power than the
pocket "scientific calculator" that can be purchased now for less than $25.
The researchers discovered that the transistors used as switches could perform all the required
mathematical operations if they could be arranged into various "gates" (called AND, OR, NOR, NAND,
EXCLUSIVE OR, and NOT). Mathematicians discovered that all the gates could be constructed from
various configurations of NAND gates. The electronics designers established that these NAND gates
could all be integrated on a large scale by a common transistor design and circuit configuration. So the
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race was on to pack as many NAND gates into as small a package as possible, while consuming the
minimum power. This drive toward commonality led to a great reduction in overall cost, weight, and
cooling requirements. Ultimately the process of miniaturization led to the microprocessor chip. The
microprocessor chip led to the widespread availability of computers.
On the software side, engineers created common "instruction sets" called computer languages (such as
Assembler, FORTRAN, c, c++, PL/1, COBOL, Pascal, Ada, Java, and many others) so that other people
could write programs (applications) to allow people to communicate with the computer and tell it what to
do. Thanks to the efforts of scientists and engineers who created all the refinements and improvements
in silicon processing technologies, logic, and software, you can play a large number of video games on
the internet, not to mention all the productive work that can be done now that could not be done with the
old computers. More work that can be done means more work will be done, which means more people
will be able to earn a living and save a little. So, in this computer example, wealth was created from the
work of nature (refined beach sand and some naturally-occurring poisons), the ingenuity of scientists and
engineers, and the labor of all those who use and maintain the many computers now in existence.
There are a very large number of like examples: moveable type and the printing press; eyeglasses;
gunpowder; the steam engine; the cotton mill; heating oil; railroads, gasoline and the internal combustion
engine; the airplane; and plastics are a few that come to mind. These inventions led to more than just a
way to improve man's standard of living: they also altered history. Eyeglasses allowed people to work
many years longer and support themselves. Moveable type allowed ordinary people to afford books and
become educated, ending the monopoly on learning previously reserved to the clergy and nobility.
Gunpowder ended the feudal system, since ordinary people had the means to defeat the tyrannical
system of lords and knights. The steam engine and the cotton mill increased productivity and reduced
the cost of transportation, releasing the people who formerly did those jobs to do more important and
valuable ones. Heating oil made us all comfortable during the winter, and reduced the intensity and
duration of flu outbreaks. Gasoline and the internal combustion engine spawned a vast industry that led
to many people becoming firm members of the middle class. The same is true of railroads, airplanes, and
plastics.
Wealth consists of all objects of value, that is, property, which may be converted to money if desired. But
money is not wealth; it is only the medium used to either obtain or store wealth (i.e., the things that we
desire because they have value [1]). The important point is that wealth is accumulated only by saving
and investing, because investment is possible only through the use of savings. Saving is spending less
than one earns, and is therefore the means by which wealth is expanded.
But the progressive wants you to believe that any accumulation of wealth that comes from hard work and
ingenuity is actually the result of government policy, and that all the benefits should accrue to every
person equally (after the progressives take their cut). If the progressives and socialists ever get their way,
hard work and progress will disappear because there will be no benefit to doing more than the bare
minimum. As the Russian people said when they were slaves to the Bolshevik socialists under the Soviet
Union, "They pretend to pay us and we pretend to work."
[1]

Amasa Walker, The Science of Wealth, Boston: Little, Brown, and Co., 1867, p. 7
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-- § -Answer to Question 36
This is a trick question. None of the reasons given are good ideas for early withdrawal from a 401(k).
Answer a) and b) are wrong because it is better to rent a home if you can't afford to buy one out of current
wages. Secondly, it is not wise to buy a car, which depreciates continuously, with money that is better
used in your long-term interest.
Answer c) is wrong because the vast majority of regular people are not competent to invest in the stock
market buying and selling individual stocks. Even the experts who do it full time do not produce
consistent returns. The best strategy for a regular person is to invest in market-averaging "index funds"
[1]. The experts who run the index funds buy and sell individual stocks on your behalf. For example, an
S&P 500 index fund invests in those companies based on their market share or profitability. Let the
experts work for you.
Answer d) is wrong because a short-term pleasure is less important than long term stability and security.
The 401(k) was devised to give working stiffs a chance to accumulate some actual wealth by contributing
small amounts regularly and investing the money in stocks or bonds over a long period of time (30 to 40
years). Although the stock and bond markets fluctuate from year-to-year, over the long run, even modest
amounts of regular contributions can add up to a large amount of money for retirement. The average
return on a 401(k), so long as you don't mess with it, will far exceed the payout (if there is any) on your
"Social Security retirement benefits". So the correct answer is: never take anything out of your 401(k); it
is intended, and is best used, as a means of deferring gratification now (when you are able to work) so
that you will have enough to live on in your later years (when you won't be able to work).
A good rule of thumb when you are working is: never take points off the board. That means that you
never take money out of your 401(k), 403(b), Traditional IRA, or Roth IRA until you are about to retire,
except for medical emergencies. Otherwise, those withdrawals will have a large negative effect on the
accumulation of wealth in those accounts.
[1] There are many smart investment advisers who provide mostly the same solid long-term advice. One
of the best is Paul Merriman, Live It Up Without Outliving Your Money!, Hoboken, NJ: John Wiley & Sons,
2008
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-- § -Answer to Question 37
This is a trick question. The "point spread" has nothing at all to do with the game or the teams or the
players, or opinions expressed by football experts, or the influence of government officials.
The point spread is a gimmick created by gambling operations, legal and illegal alike. The objective of
creating a "point spread" is to play upon the biases of the bettors in order to get them to place a large
number of bets such that the total amount of money wagered on each team is about equal. Equalizing
the amount bet on each team maximizes the net return to the gambling operator, whether it is a Las
Vegas casino, a "betting parlor", or a local bookie. The gambling operation has no interest in the game or
its outcome; it is interested only in taking a service charge for each bet or a fraction of the total amounts
wagered. That is why the gambling operation always tries to increase the number of bets placed or total
amounts bet, because that is where the money is (for them). The idea is to tempt the betting chumps to
risk more of their money based on an entirely phony notion that the scores of competitive contests can be
approximately predicted.
Here's how the "point spread" scam works. A gambling operation (called the "house") wins only if you
lose. If you place a bet and win, then you win the amount wagered. If you lose, you lose not only the
amount you bet, but also some additional percentage that goes to the gambling operation to cover their
costs and make a profit. (Bookies normally take 20%, legal ones take less). Ties are counted as wins for
the house. So, for gambling purposes, there are no ties, only winners and losers. The long run viability
of the house depends on an equal amount of money (not bettors) being won and lost: the losers in effect
pay off the winners, while the house gets a percentage of the amount lost. Here is where the point
spread comes in: if a strong team is to play a weak team, clearly there will be more money bet on the
strong team. Those bets are likely to win, but the house will not be able to cover those bets without an
equal or greater amount being lost. Therefore, the house induces are larger number of people to bet on
the weak team by giving points, that is, a score advantage for gambling score-keeping. The number if
points assigned to the weaker team has nothing to do with an assessment of how much the weak team
will lose by; it has only to do with inducing gamblers to perceive an advantage. The purpose of giving
points is to get the gamblers (overall) to bet an equal amount of money on each team. The house obtains
the money lost by the losers, uses it to pay the winners, and keeps the additional percentage taken from
the losers as its profit. It has nothing to do with the prospective outcome of the game itself.
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-- § -Answer to Question 38
This is a trick question. All the suggested answers are wrong.
The correct answer is that government employee whose job relates to policy or regulation is part of an
organization for which there is no penalty for failure. Since there is no penalty for failure, government
employees are largely immune from economic downturns and social forces, while retaining the
advantages of competitive wages, good benefits, and generous retirement package. The downside is
that the employee has to put up with a lot of internal bureaucratic infighting through his career, but it
appears than many people are able to adjust to it.
Answer a) is wrong because most government "services" in modern times do not directly benefit the
public. There was a time before the 1930's when governments restricted their activities to necessary
functions: the local governments maintained a police force, a firefighting force, a public school system,
and oversaw sanitation, water distribution, and kept the traffic lights working. The states had
responsibility for education, roads, bridges, and other public facilities. The federal government concerned
itself with defense, diplomatic relations, and other duties cited in the Constitution. But since the 1930's,
the governments have made many promises and taken on more responsibilities, which they are
increasingly finding they cannot fulfill. Most of the additional activities have become burdens to the
people over the long run.
Answer b) is wrong because governments attempt to apply "one-size-fits-all" solutions to problems, and
impose taxes and regulations to administrate it. History shows that governments are generally incapable
of solving problems because the unintended consequences of their actions sometimes make problems
worse, and sometimes cause new problems to be created. Most government officials propose to solve
the problem they created by demanding an expansion of government to obtain more power over the
people.
Answer c) is wrong because "fairness" cannot be adequately defined; every law and regulation will
ultimately be unfair to someone, or at least will appear to be unfair. Anyone can find a lawyer who can
make a claim of unfairness in some respect. Also, "equality" can exist only in a system of slavery or
socialism, where every person ends up in the same place, regardless of their work ethic or talent.
Answer d) is wrong because only the creation of wealth can improve the standard of living; the creation of
wealth depends on production, which is funded by savings.
Here is an example of government policies causing problems, but the government and its employees
never having to answer for their failure. Social Security started off as a modest plan to prevent poverty in
old age. When it was enacted in 1935, Congress set the "retirement age" at 65, which was 3 years above
the median life expectancy. In other words, by the time one retired at 65, about 66% of the people born
in the same year were already dead, and therefore were not going to collect anything. Benefits were paid
by taxes levied on those who were still working via a "payroll" tax, which means that every worker pays
the same percentage on their earnings up to some maximum. There were in 1935, about 15 people still
working to pay into the system to pay the benefits of each person in retirement. Gradually the
government decided to gamble that the economy could grow faster if retirees had more to spend. So, the
government expanded the benefits for retirees, which required that the payroll tax rate and amount
subject to tax be gradually increased from 1% on the first $3,000 of income in 1935 to 12.4% on the first
$128,400 of income in 2018. Half is paid by workers, and half is paid by employers (the self-employed
pay all of it).
At the same time, owing to the expansion of Social Security benefits, working people were induced into
believing that they would not require savings of their own during retirement, so Americans began to spend
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most of their money instead of saving a portion of it. These trends did partly lead to an economic
expansion (a consumer-driven economy), but caused far worse problems in the long run. As people live
longer, they collect Social Security longer because the retirement age has been increased only slightly.
The retirement age of Social Security was initially three years later than median life expectancy; it is now
ten years before it (median life expectancy for people born in 1990 is about 76). The ratio of retirees to
workers is down to 1:3 instead of 1:15. At the current Social Security tax rate, many of today's workers
cannot afford to save for their own retirement. At the same time, the ratio of retirees collecting benefits to
workers paying in will continue to increase, which means that the general trend is for benefits to decrease
over time or for taxes to increase. Young people starting off have less money after taxes to save for
themselves, and are faced with declining Social Security benefits when they retire. It is conceivable for
people who retire in 2057 (i.e., born in 1990) that the benefits will be far less than what the person paid in
over his working lifetime. But there is no penalty for failure by the government: Social Security will never
be abolished, and no government employee will ever have to take responsibility for this fiasco.
No prescription medicine can be sold without obtaining approval from the Food and Drug Administration
(FDA). Its charter is to perform testing to make sure that medicines are safe and effective. Obtaining that
approval through the testing program may cost hundreds of millions of dollars and take several years. In
the meantime, those who have diseases that a new drug may help are not permitted to obtain the new
drug. Their lives may be at risk because the FDA's testing and review of manufacturer's tests takes a
long time. On the other hand, the FDA may approve a drug that turns out to be harmful in some way. But
who gets sued, the manufacturer or the FDA? Only the manufacturer: the FDA is exempted even though
it failed in its main duty, which is to ensure the safety of medicines. See how convenient? The
government never takes responsibility for its failures.
The 18th Amendment to the U. S. Constitution prohibiting production and sale of alcohol ("Prohibition")
created the Italian Mafia, which smuggled in booze from overseas or manufactured its own. The Mafia
corrupted governments and unions, and increased the cost of living in many cities, even after Prohibition
was repealed in 1933. But no one in the government took responsibility for the fiasco.
The same is nearly true for government employees engaged in outright criminal activities. It is
exceedingly rare for a government employee to be prosecuted for any crimes. It appears that one part of
the government (the judicial system) is willing to cover up, excuse, and ignore the crimes of the other side
(policy and regulatory). Hillary Clinton is the most famous example. People who commit the same
crimes, but are not government employees, are prosecuted regularly.
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-- § -Answer to Question 39
This is a trick question. All of the answers provided are incorrect. Answer (a) is obviously incorrect: if the
local TV station reports that a celebrity wore a green dress to an awards ceremony, or that a hurricane
swept through the Bahamas, you can be reasonably certain that those events actually occurred because
there are so many ways to independently verify that it occurred. Answers (b), (c), and (d) are all incorrect.
It is true that Editorials and "Opinion columns" appear in broadcasts and newspapers, but those are not
the only places that opinions occur.
Every media outlet is "biased" to some extent. Contrary to popular myths, media bias does not generally
consist of reporting falsehoods as if they were true. The nature of media bias consists instead of cleverly
mixing opinion with facts in such a way that you, the reader or listener, get an impression that is contrary
to the facts. The media then is able to exert its biased influence, without being open to accusation of
lying directly. The biased media outlets do not claim that an opinion is necessarily factual. The bias of
the media is most efficiently propagated and concealed by using the following formula:
a. Find an opinion held by respected experts that support the media's bias, and reports the FACT that a
respected person holds that OPINION. It is easy to find any desired opinion among the wide variety of
"expert" commentators.
b. Supplement the opinion by a definition that is true, but not relevant, so long as this fact can be used to
infer the validity of the opinion held by the quoted expert.
c. Cite some of the facts as they really are, but add an additional commentary that reinforces the bias.
Here are two examples of bias. Suppose one media outlet favors the tax policies of the current
administration and desires to show that the tax policy is keeping the economy out of recession. The other
opposes the tax policy, and desires to demonstrate that those policies are driving the economy into
recession. The facts are as follows, as of November of the current year:
a. A recession is defined by two consecutive quarters (3-month periods) in which the Gross Domestic
Product (GDP) declines.
b. The economic data for the last three quarters shows:
1) Jun - Sep: GDP increased 0.6%
2) Mar - Jun: GDP increased by 1.2%
3) Jan - Mar: GDP increased by 0.9%
c. Therefore, the economy is not currently in recession, but will be if the next two quarters (Oct - Dec and
Jan - Mar) also show negative GDP growth.
The media that favors the current policies will report the news as follows (both of these are fictional):
Economy Holding Stable
(Cleveland Pony Express, Nov 13, 2019)
The recent talk of recession appears to be premature, according to economic figures released
today by the U. S. Bureau of Economic Analysis. Some economists had predicted a very steep
decline in gross domestic product (GDP), but were surprised by figures showing only a modest
0.3% decline in growth rate. Economics professor James P. Silverlining commented, "In my
opinion, this small 0.3% decline demonstrates the resilience of the economy in these otherwise
competitive times. I was expecting much worse." The growth in GDP in the previous two quarters
were positive (at 0.6% and 1.2% respectively). This one quarter of slower growth may well be a
temporary lull in an otherwise healthy economic outlook. An economy is technically in recession
when there are two consecutive quarters of negative growth in the nation's Gross Domestic Product
(GDP). It is reasonably clear that the economic policies of the current administration have helped
the economy avoid what could otherwise be a much bigger problem. We expect those same
policies to contribute in the coming months to overcoming this minor glitch in the GDP.
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Let us parse this passage. The first sentence is patently false, since the figures themselves say nothing
about whether "talk of recession is premature" or not. They are simply economic figures. The second
and third sentences are true but irrelevant, since they pertain to opinions held by those who happen to
agree with the reporter at the Cleveland Pony Express. The fourth sentence is true, but note that the
growth figures are given out of order, to imply that the rate of growth was increasing in the two quarters
prior to the most recent quarter. The fifth sentence is speculation; it may be true, it may not, and the
current figures neither support nor contradict it. The sixth sentence is a true definition of a recession.
The seventh and eighth sentences are opinion and optimism.
The media that opposes the current policies will report it as follows.
Economy Nearing Recession
(Phoenix Courier, Nov 13, 2019)
With unemployment up and hard-working families struggling, economic figures released today
confirm what most people already believe: that the economy is heading into recession. "It has been
my opinion for some months now that an overall economic slowdown is in progress, and we should
expect to be in recession sooner or later", says noted economics professor Dr. Hiram Firam. He
also noted that there were widespread expectations that figures to be released later this month will
show an increase in the unemployment rate. The outlook continues to decline, as numbers
released today by the U. S. Bureau of Economic Analysis indicate that the nation's GDP declined
by 25% from the growth reported in the previous quarter. An economy is technically in recession
when there are two consecutive quarters of negative growth in the nation's Gross Domestic Product
(GDP). It appears that the most recent quarter may be a transition between a normal economy and
one in recession. These most recent figures show that the already gloomy economic trend is
accelerating due to the policies enacted by this present administration. Look for more of the same
in the months ahead.
Let us parse this example. The first sentence is patently false, since the figures simply are what they are.
The figures do not "confirm" that the economy is heading into a recession, regardless of what people may
believe about it. The second and third sentences are a factual report of an opinion held by someone who
agrees with the reporter at the Phoenix Courier; the fact that this opinion was held is true but not relevant.
Note also that the professor is speculating about another future report, not the one that is the topic of this
article. The fourth sentence is true, but note that the author calls out "a decline of 75% from the previous
quarter", conveniently omitting the fact that the previous quarter's growth was +1.2% and the most recent
quarter was also +0.9%. The fifth sentence is a true definition of a recession. The sixth sentence is
speculation; it may be true, it may not; and the figures released today neither support it nor contradict it.
The seventh and eighth sentences are opinion and pessimism.
Note that neither of the reports simply gives all the facts. Both provide opinions that are actually held by
people who agree with the media outlet. Both give some of the relevant facts at hand, but are phrased in
such a way as to bolster their preconceived notion. You might call this "practical creative writing".
In reality, bias exists in nearly every media outlet regardless of party preference. It is not so much a case
of directly false statements; although these were easier to peddle in the past, the advent of the internet
means that most blatantly false statements can be uncovered rapidly. Most of what we call bias is
actually a result of false conclusions based either on unstated assumptions or a pre-conceived notion of
what facts are relevant and which are not. In other words, very few media outlets are willing to spend the
resources required to uncover all the facts or to present all of them. The picking and choosing of what is
relevant constitutes the bias. It is difficult for a regular person get a suitably full picture to make up an
informed opinion.
For example, in debates about the merits of tax cuts, some will claim that tax cuts always benefit only the
wealthy, and tend to increase federal budget deficits. They typically cite the 1980's era tax policy under
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President Reagan as the benchmark. Others will claim that a tax cut always causes the economy to
expand and the federal government gains revenue as a result. These people point to the 1980's tax policy
under Reagan as a benchmark. Here is a case where neither side is willing to present at least a
summary of all the relevant the facts:
a) The high marginal tax rates of the 1970's (up to 70%) caused a great deal of capital to be held by its
owners or placed in bonds rather than invested in businesses, since the net proceeds from investing in
capital production after taxes was less than could be obtained from guaranteed bond returns. In other
words, there was idle capital available, but not the incentive to risk it.
b) President Reagan convinced the Congress to lower marginal rates, the most excessive of which were
(logically) placed on the highest incomes; Congress also reduced the number of tax brackets and
somewhat simplified the tax code. The benefit of a reduction in marginal rates is of most value to those
who were formerly paying the highest marginal rates. Therefore, the wealthiest taxpayers received the
greatest reduction of tax burden, although everyone obtained some tax cuts.
c) The tax cuts had three major results:
1) Wealthy people with capital to invest did so, since investing was now economically viable;
2) This additional investment created opportunity for people to start businesses, and hiring rose,
increasing employment;
3) Poor and middle class people, with some relief, either spent or saved the additional money,
which either caused consumer demand to increase or capital for investment to increase; both of
which tend to expand the economy;
4) Overall tax revenue to the federal government increased dramatically.
d) With the expansion of the economy, employment increased, sometimes with higher wages, and the
Federal Reserve saw fit to reduce interest rates. The result was general economic prosperity at all levels
of the economy.
e) Congress, having made a political deal with a President of the opposite party, also radically increased
the rate of federal spending; in fact the federal spending increased twice as fast as the revenue increase.
f) Although the federal government received more revenue, it spent even more than it had before.
g) Consequently, the federal budget deficits and the national debt increased dramatically.
h) Half of the spending increase was devoted to improving military readiness for national defense, and
half was for social programs.
It is rare to find all these facts stated in one place at one time in any mainstream media report. Those
with a preconceived notion that tax cuts are inherently bad in general emphasize fact g) while excluding
the others. Those with a preconceived notion that tax cuts are inherently good emphasize b), c), and d)
while excluding the others. Those who believe that expansion of government is inherently good but must
be made affordable, emphasize f) and part of h) while trying to prove that a) is always irrelevant. Those
who argue for more tax cuts emphasize c) and d) while pretending that a) is always relevant. In reality,
the formula used by President Reagan (and earlier by President Kennedy) worked as applied to the
conditions that prevailed from the early 1960's to the early 1980's; repeating this tax formula under
different conditions will not necessarily lead to the same revenue results. At the same time, reversing the
tax formula will not reverse the negative aspects of the spending formula. Instead of a careful analysis of
what tax and spending policy should be for the conditions that prevail now, we usually get arguments over
which facts from two or three generations ago are relevant because they appear to support a chosen
political philosophy. This is what passes for journalism today, and we should not be surprised that the
public is frustrated.
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-- § -Answer to Question 40
This is a trick question. All of the answers are false because they do not indicate risk per se. In fact,
answers a) through d) are simply arithmetic conversions of the burglary rate for different political
subdivisions. The total number of residential burglaries is 0.679 times 2,179,140 total burglaries, which
comes to 1,479,636 residential burglaries. Given 365 days in a year times 24 hours in a day times 60
minutes in an hour times 60 seconds in a minute, there are 31,536,000 seconds per year. Dividing
31,536,000 seconds by 1,479,636 burglaries leads to the result of one burglary somewhere in the U. S.
every 21.3 seconds, as indicated in answer a). Answer b) was derived exactly the same way; except with
50 states, the burglary rate would be (on average) one-fiftieth of the national rate, hence the interval
between burglaries at the state level would be 21.3 times 50, which comes to 1065 seconds, which is
17.75 minutes. Answers c) and d) were done the same way (multiplying the 21.3 seconds for the whole
U. S. by 3143 and 14166 respectively to obtain average burglary rates for county and school district
subdivisions). So, answers a) through d) are identical; they are simply keyed to different geographic
areas or political subdivisions. Note, however, they are illogical because they do not take population
density into account.
But none of the answers indicate risk per se. The average rates assume that burglaries are entirely
random, when in fact burglars are very careful to choose where to break in. Certain areas have higher
crime rates than others; especially if there are many people in the area who are desperate for small
quantities of money or things to sell in order to feed a drug habit. In those areas, the risk of burglary is
higher than average. Likewise, some areas have low burglary rates (as in Texas and Arizona, where
burglars often get a free one-way ride to the mortuary if the resident is home during the break-in). So in
general, the "average rate" data shown in this question is useless for evaluating the risk to your
residence. It is however, very useful for selling home alarm systems ("A burglary is committed every 21
seconds in America, get an alarm and feel safe"). It is also most convenient for those who desire to scare
the public into giving up their rights for a promise of security (the favorite tactic of socialists and
"progressives").
The important thing to remember is not to be deceived by overly broad statistics that probably do not
apply to your situation.
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-- § -Answer to Question 41
This is a trick question; none of the answers are true. Since 1933, the U. S. dollar has been what is
known as a "fiat currency", which is paper currency that has no value in and of itself, and cannot be
traded in for anything else of value. Former Chairman of the Federal Reserve Alan Greenspan confirmed
in testimony before Congress that the U.S. dollar is in fact such a fiat currency [1]. If you attempt to trade
your "Federal Reserve Note" so-called "dollars" into something of value at any bank, you will receive a
vacant stare from the teller before she bursts out laughing, because Federal Reserve Notes are not
redeemable for anything of actual value. Examples of "actual value" would be a commodity such as gold,
silver, oil, land, or other items of value which would normally provide security for a paper currency.
The federal government routinely sells U. S. Treasury bonds that are denominated in Federal Reserve
"dollars". The Treasury Bonds and the Federal Reserve Notes are backed by the "full faith and credit" of
the U. S. Government. How can this be? If the dollars are not secured by commodities held by the
government in trust, how would the federal government pay off a large holder of U. S. Treasury bonds if
the holder will not be satisfied by more slips of worthless (Federal Reserve) paper? The holder of the
bonds will be compensated through Congress' unlimited ability to levy a tax. In other words, the federal
government does not have enough gold or other wealth to pay the bond holder, but you and all the other
taxpayers do, because you have sufficient wealth (future earnings and savings) that can be taxed. The
federal government does not hold stocks in profitable corporations that have actual value to pay the bond
holder, but you and all the other taxpayers do. So, if the time should come when creditors lose faith in the
Federal Reserve Notes and Treasury Bonds, and begin to demand actual payment in commodities for
money lent, Congress will pay them by taxing all U. S. citizens as much as is required to pay the bond.
The federal government will never give up title to the land in the western states, because that would
constitute a loss of stature and sovereignty. The politicians will never allow the bonds to go into default,
because that would constitute for them a loss of prestige. As usual, the taxpayers will pay the charges,
plus interest, for the excesses of the Federal Reserve and the enabling politicians. Incidentally, the
Federal Reserve is not an agency of the federal government; it is a consortium of private banks. It is
called the Federal Reserve to give the illusion that you, the citizen, have a say through your
representatives in Congress as to how the nation's finances are handled. In fact, there is no control of the
Federal Reserve by Congress except for the occasional confirmation of an appointment made by the
President. The most recent example is the confirmation on 5 Feb 2018 of Jerome H. Powell as the
Chairman of the Board of Directors of the Federal Reserve System
The important point here is that the Federal Reserve is a leading member of the international banking
cartel, and it does what is best for the cartel, not for the American people. It's claimed duty is to manage
the money supply to prevent recessions, supervise the banking system, stabilize the value of the dollar,
increase the general standard of living, and at the same time, to maximize employment [2]. These are
mutually contradictory objectives. The Federal Reserve has in reality become a means to institutionalize
inflation, which is a hidden tax on all working people, to finance the excesses of the federal government.
[1]

[2]

Alan Greenspan, Chairman of the Federal Reserve, in testimony before Congress, 11 Feb 2004:
"We have statutorily gone into a fiat money standard, and as a consequence of that it is inevitable
that the authority, which is the producer of the money supply, will have inordinate power." The
"producer of the money supply" that Greenspan is referring to is the Federal Reserve, of which he
was the head at the time.
The Federal Reserve System: Purposes and Functions, Washington DC: Board of Governors of the
Federal Reserve, 1963, pp. 1 - 15

58

Real World Graduation: The Entrance Exam for Adulthood
Volume 2: The Answers

-- § -Answer to Question 42
This is a trick question. None of the answers are correct, because Presidents do not raise taxes. Under
the Constitution, only Congress has the power to raise a tax.
If we consider the answers as under our Constitutional system, in which all tax bills are passed first in
Congress, all of the answers are still wrong. Answers a) and c) are still wrong because there is no way to
prevent Congress from raising income taxes if it decides to do so by overriding a presidential veto.
Soon after George H. W. Bush was elected president, Congress passed a bill raising the income tax
rates, and he promptly signed it into law in 1990. The bill also included new taxes imposed on boats,
cars, alcohol, and tobacco. The fact that the government does not create new taxes does not mean it
won't raise the rates on existing categories of taxation.
Answer b) is wrong because neither the increased tax rates nor new taxes contained an exception for
deaf people. Therefore, even if we assign the least-constraining meaning to this statement ("I will veto
any attempt by Congress to create any new categories of taxation on deaf people, or raise tax rates on
deaf people"), we find that one of two things is true: a) either he was lying when he said it; or b) when
push came to shove, he gave in to the demands of his politician friends, and threw the taxpayers
overboard.
George H. W. Bush has not, to public knowledge, admitted to lying in this particular instance. But in
general, even when you parse a politician's statement down to the etymology from the Middle French, you
will find they are usually still lying. Why do politicians lie? For the same reason a cat licks his butt: no
one expects any different behavior, and there is no penalty for it.
Answer d) is wrong because it is a rhetorical trick commonly used by politicians and bureaucrats of all
types. If you chose d), you are exactly the kind of dummy the politicians and bureaucrats appreciate
most.
You should keep in mind that most powerful people who have power, whether it is political within
governments or economic through monopolistic corporations, are fully aware of the benefit (to them) of
the occasional big lie. You should not rely on any of them for assurances of security or policy. It is
especially true of progressives and socialists. The progressive/socialist has been trained to tell the lie
that has the most immediate political benefit, even if he has to reverse it tomorrow. It simply doesn't
matter to a socialist if he gets caught lying: he will insist that "ambiguity" is necessary, and he is doing it
for the good of society.
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-- § -Answer to Question 43
This is a trick question. All the provided answers are wrong: none of these so-called gold coins are an
investment. In fact, they are nearly worthless. To see why, it is an easy matter to calculate the actual
amount of gold in each one. The formula for the number of troy ounces, W, of gold in each coin is:

W (oz ) 

X (mg ) 1( g )
1(oz )
1 1000(mg ) 31.103( g )

On the right side, the units of grams (g) and milligrams (mg) cancel since they appear in both numerator
and denominator, and we are left with the formula for troy ounces on both sides:

W

X
31103

where W is the weight of gold in troy ounces, and X is the weight of gold in mg.
Using this formula, we determine that:
a)
$20 St. Gauden’s has 42/31103 = 0.00135 troy ounces of gold
b)
$10 Liberty Head has 21/31103 = 0.000675 troy ounces of gold
c)
$10 Indian Head Eagle has 19/31103 = 0.00061 troy ounces of gold
d)
$5 Indian Head Half Eagle has 8.5/31103 = 0.000273 troy ounces of gold.
If the price of gold is $1450 per troy ounce, the approximate value of the gold in each one is:
a)
$20 St. Gauden’s: $1.95
b)
$10 Liberty Head: $0.98
c)
$10 Indian Head Eagle: $0.88
d)
$5 Indian Half Eagle: $0.40
No matter how much you pay for the coins, or even if you get two for the price of one, these are nearly
worthless. The advertisers are using two tricks here. First, they call out the amount of gold in milligrams,
which is a very small unit of weight, and which is unfamiliar to most Americans. A milligram is onethousandth of a gram, and there are 31.3 grams in a troy ounce. Using a very small unit of weight, they
can accurately use a fairly large number of those units, giving the (false) impression of a significant
amount of gold in the coins. Secondly, they refer to the coins using euphemisms such as “authentic”,
“tribute”, authorized”, and “gold clad”, which have no actual legal meaning. If they were “genuine” coins,
then they would be the real thing (and would be priced in the thousands of dollars each); these other
euphemisms mean whatever the advertiser wants you to believe it means. Note also that the real coins
were “originally issued in the 19th and 20th century”, not these fakes that are being offered for sale. In
this case, although not explained clearly, the advertiser’s meaning of “authentic” is “a crude disk of bronze
or lead painted over with tiny amount of gold”.
It may be a good idea to own some gold. If you decide to do so, only buy true gold bullion coins from a
reputable dealer. Before buying them, look up the current commodity price (bullion spot price) of gold
and compare it to the asking price quoted by the gold dealer. The quoted price should be slightly higher
than the spot price (which is the dealer's commission for storage and handling, same as any other
merchant). In this case, if the spot-price of gold is $1450 per ounce, a one ounce bullion coin should be
priced a few percent above $1450. You will pay more for true “rare” or “collectable” coins.
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-- § -Answer to Question 44
This is a trick question. All of the choices are wrong.
The benefit of an investment has to be evaluated on an absolute scale, not the relative scale of the
guaranteed return. By an absolute scale, we are referring to the amount actually invested. In these
examples, the amount invested depends on the sales commissions, paid up-front, meaning they are paid
before investment is actually purchased. Bond Fund A has no sales commission, so the entire $1000 is
invested for Christine. The 3% sales commission in Bond Fund B brings her actual investment down to
$970. The 7% commission for Bond Fund C brings her initial investment down to $930.
After the one year period, Bond Fund C will make 3% on the $1000, and will be worth $1030. Likewise
Bond Fund B will earn 6% on the $970, and will be worth $1028.20, and Bond Fund C will earn 10% on
the $930, and will be worth $1023.00.
Therefore all the answers are wrong for a one-year investment: Bond Fund B is worse than A, C is worse
than A and B, and there is no way to make C better than either of the other two by splitting in any ratio.
These answers turned out this way because the term was only one year. If Christine could invest her
money for a longer period, the Figure below shows what would happen. The left panel shows the value
of the respective Fund options over a ten-year period. The right panel shows the overall gain at the end
of each year on the original $1000 Christine had for investment. If we regard "better than" as equivalent
to "gain made in dollars", it is seen from the right panel that Bond Fund B is twice as good as Bond Fund
A after about two years; Bond Fund C is 166% as good as Bond Fund B after about five years, Bond
Fund C is 333% better than Bond Fund A after about six years. Fund C is guaranteed to be a better than
any combination of A and B after about 15 months or so.

The important point here is to remember that numeric values such as rates of return have to be calibrated
to an absolute, in this case, the amount actually invested If someone makes a claim that something is
"twice as good" as something else, make sure that the two measurements are to an absolute scale. For
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example, if an insurance salesman sells you a $100,000 life insurance policy, and tells you "it's twice as
good a deal as a $50,000 policy", that is true only if the premiums and terms on the two policies are the
same. If they are sold over different terms or at different premiums, then you should compare the
premiums and terms to a standard reference in order to make an accurate comparison.
Progressives and socialists would have you believe that all investments are nothing more than oppressing the poor. Never mind that Christine may have earned the money and saved it after expenses. The
socialist believes that it is her duty to hand any excess income above her bare minimum living expenses
to the government, who will distribute it to people unwilling to work. Thus the socialist claims to be acting
in the interest of "social justice", which actually means the injustice of socialist robbery.
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-- § -Answer to Question 45
This is a trick question. All of the answers are wrong.
Answer a) is wrong because although it is true that he would still be alive if he stayed home, that has
nothing to do with how his wife treats him.
Answer b) is wrong because the husband is a big boy now and can decide for himself whether to leave
the house or not. He did not sign up for slavery during the wedding ceremony.
Answer c) is wrong because Bob's assistance is irrelevant to whether the wife likes him or not, and is
irrelevant to whether the husband went to the store or not; the husband was going there anyway.
Answer d) is wrong because no one is legally required to obey the orders of a criminal, although there are
many politicians, bureaucrats, and police chiefs who would have you believe otherwise. In fact, there are
some officeholders who are so stupid that they would try to put the blame on the storekeeper, the beer
makers, the gas refiners, and the gun makers, pretending that somehow they influenced the outcome of
this event. These idiots somehow manage to get their names on every ballot.
Answer e) is wrong because in a free society, everyone is responsible as individuals for their actions. In
this case, all the blame falls on the mugger, as he is the only one who did anything wrong. All the other
people in the story did nothing to contribute to the crime.
All the proposed answers are simple attempts to shift responsibility for the criminal's actions away from
the criminal. They are consistent with the notion that crime occurs because "it's all society's fault" that
some people are induced to commit crimes. But the true fact is that everyone is responsible for their own
actions. In this case, the only person to blame for the death of the husband is the person who did it,
namely the mugger. No one else has any responsibility for it, at least not in a free society.
Don't be fooled by the false socialist notion that "it takes a village". That concept is based on the notion of
"collective security", "collective culture", and "collective guilt". In that version of history, everyone in sight
is partly at fault for every crime; thus reducing the culpability of the one criminal actor. The group mentality seeks to reduce individual responsibility, and in doing so, eliminate individual freedom and initiative.
Those who advocate for the socialist "one village" mentality are really intent on one thing: to destroy your
individual liberty.
One of the common outcomes of this socialist notion of "collective guilt" is to "solve" a problem by taking
rights away from everyone. This concept will lead to the steady erosion of individual rights because socialism can be implemented and maintained only when the people have no means to object to the tactics
of the ruling elite or reject their actions.
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-- § -Answer to Question 46
This is a trick question. None of the provided answers address the real purpose of MTV and the other
music networks.
The real purpose of these networks is the same as any other network, namely, to get the viewers to
watch commercials, because advertising revenue is where the real money is. The music videos are the
method used to get you to tune in.
The central goal of any entertainment outlet is to capture the attention and loyalty of a target audience
with a lot of disposable income. The more impressionable that audience is, so much the better for the
music outlet, as it is easier to broadcast propaganda instead of actual music. Those characteristics
describe teenagers best: not skilled at critical thinking (hence susceptible to flashy advertising), and with
money to spend (from part-time jobs or allowances, with few expenses). You will never see a TV channel
devoted to music of the 1940's: most of that target audience is elderly, and most of them do not have
sufficient disposable income to attract the attention of advertising industry.
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-- § -Answer to Question 47
This is a trick question. None of the answers are correct for U. S. Presidential elections.
Answer a) is wrong because the question states that the vote totals were as reported by the election officials; that is, after any electoral fraud.
Answer b) is wrong because the media cannot determine outcomes of elections by inflating pretended
vote counts or polls; the votes are what they are per the reported results. In fact, the mainstream media
routinely engages in this sort of vote-inflating cheerleading for their favorite, but in the long run, the candidates favored by the media lose most of the time. This indicates that the members of the media are out
of step with the voting public, but nothing more.
Answers c) and d) are wrong because neither is permitted in the U. S. electoral system.
The correct answer is that the President is elected by an Electoral College, which is apportioned according to the number of seats in both houses of Congress (sum of the number of House Representatives
seat plus two for each Senate seat). The Electoral College is a winner-takes-all system except in Maine
and Nebraska, where electoral votes are assigned by congressional district. In the other 48 states, a
candidate who wins the popular vote in that state gets all the states' electoral votes, whether he won the
popular vote by one vote or if he won with all the votes. Therefore, it is possible for a candidate to win
with wide margins in a few large states (thus increasing the popular vote count) and lose in a large number of smaller states, and end up with an insufficient number of Electoral College votes necessary to win
the election. This has happened several times in our history, most recently with Bush defeating Gore in
2000 and Trump defeating Clinton in 2016.
Some mental-midget political activists want you to believe that Bush somehow stole the election of 2000
(by legal technicalities in the Supreme Court), and that Trump somehow stole the election of 2016 (by
"colluding with Russia"), and that these were the only occasions in which a candidate had won the Presidency with a minority of the popular vote. In fact, it happened twice before Bush vs. Gore: Samuel J. Tilden won the popular vote in 1876, but lost in the Electoral College to Rutherford B. Hayes; and S. Grover
Cleveland won the popular vote in 1888, but lost in the Electoral College to Benjamin Harrison. There is
one other notable example. In the election of 1824, neither Andrew Jackson nor John Quincy Adams had
enough Electoral College votes, so the election was decided by the House of Representatives (per
Amendment 12 of the U. S. Constitution), and they chose Adams. But Jackson had won the popular vote.
Another correct answer, not given in the question, is that some electors chose not to cast their vote in the
Electoral College per the popular vote. This is permitted by law; electors are not obligated to vote for the
person who won the popular vote. This is a good method to prevent people like Hitler or Stalin from being
elected, but of course that assumes the electors have the backbone for it.
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-- § -Answer to Question 48
This is a trick question. None of the answers are correct.
The correct answer is "always pay yourself first". This means that you should find a way to live below
your means if at all possible, and save or invest a fixed percentage of your income for your future, before
you pay any bills. Most experts believe that young people should save or invest between 10% and 15%
of their gross pay.
The investment experts advise that a young person should diversify their investments, a certain percentage in high-quality bonds, a certain percentage in U. S. stocks, and a certain percentage in foreign
stocks. In these modern times, one does not need to be an expert in finance or investing; many investment companies have developed automatic programs that do it all for you depending on your planned
retirement date. Take advantage of investing whenever you can. It is the only way to stay ahead of the
planned inflationary policies of the U. S. Federal Reserve and other members of the central banking cartel.
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-- § -Answer to Question 49
This is a trick question. All of the answers are wrong.
None of the answers are practical, for obvious economic reasons. The people of Manhattan would stage
a massive public relations campaign, led by the Manhattan-based mainstream media. They would likely
blame the malaria outbreak on a fictional right-wing conspiracy, and demand DDT treatment throughout
Manhattan although 99% of those residents oppose DDT use in general.
The correct answer is that they would spray DDT everywhere in all five boroughs and New Jersey until all
mosquitoes are confirmed to be dead. This action would be endorsed by every environmental group in
the U. S. That is exactly what they should do. It is also what should be done in southern Africa. On the
other hand, the environmental activists and their advocates in the Democratic Party are not worried too
much about one million black children dying every year. The Democratic Party always has and always
will detest black people. They are exceedingly worried if a few hundred children of wealthy white people
in Manhattan were to die because of their policy; after all, it is those wealthy white people in Manhattan
who can give big contributions to the environmental groups and the Democratic Party.
If malaria actually did break out in Manhattan, you would see first-hand the hypocrisy of the "progressive"
and socialist environmental activist do-gooders in the ivory towers when their children are threatened.
Their half-baked policies only apply to you, the working person who pays for it all. The evils of socialist
policies will never be felt by the socialists or their families.
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-- § -Answer to Question 50
This is a trick question. All of the provided answers are wrong. Special note: if you chose any of the provided answers, the only thing remaining for you to do is choose your preferred political ideology: communist, socialist, totalitarian dictatorship, or absolute monarchist.
First, let's review the facts. The Police Chief committed a crime and violated his oath of office when he
fabricated allegations against his political enemies. The police officers under him violated their oath of
office and displayed uncommon cowardice because they knowingly passed false information to the
newspaper to placate the Police Chief. The newspaper editor who received the information and then
published it without verification demonstrated laziness and journalistic irresponsibility. None of this is
good for the public. But, if any of the controls mentioned in the candidate answers were adopted, the
situation would be much worse, because the government would ultimately be in control of what information was allowed to the public, either directly or indirectly. Governments do not tolerate competition, and
you can be sure that when the government regulates "for the public good", it actually regulates in the interest of acquiring more power.
Most "progressives" and socialists would like to implement some of the suggested answers. As soon as
they come into the open with it, their moron co-conspirators in the mainstream media will find they have
been backing liars and criminals, and will try to sound the alarm. But it will be too late: the government
will have seized power, and the mainstream media will have already lost all credibility. The mainstream
media will have fulfilled their role as useful idiots, and then become expendable. Don't be fooled: free
speech has worked for a long time, and those with bad ideas eventually get exposed.
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-- § -Answer to Question 51
This is a trick question. None of the choices are correct.
Washington (N) served for $1 per year, Kennedy (D) served at no salary, and Hoover (R) collected his
salary but donated all of it to charity. The taxpayers certainly got their money's worth out of Kennedy.
The Party platforms and who they claim to advocate for has no bearing on the personal choice of whether
or not to accept the official salary. The party affiliation is a very poor indicator in this case. Donald Trump
is emulating Hoover: he takes his salary (now required by law), but donates all of it to charity.
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-- § -Answer to Question 52
This is a trick question. None of the suggested answers will occur.
Examine the facts of the scenario carefully. He voted for laws that were unconstitutional and immoral (as
all gun control is), yet he continued to own, possess, buy, and sell guns despite the law. These facts
prove that in his view:
1)
Gun control laws take away the rights of regular people, but those laws do not apply to government
officials;
2)
That no law required him to give up his rights; and
3)
Violating an unconstitutional law is irrelevant because an unconstitutional law is irrelevant.
Fact 1) is typical of politicians: if your rights mattered, most of the laws on the books would never have
been passed. It simply shows that politicians are hypocrites; so what else is new? They were hypocrites
when George Washington was President, they were hypocrites when Caesar ruled, and they will always
be hypocrites.
Facts 2) and 3) prove that this man is a patriot in his private life, although a hypocrite in his public life.
There are many laws that require you to give up your rights; but none of them are legitimate. The fact
that he violated laws that he knew were unconstitutional proves that he was in fact, a good citizen. This is
a simple example of politicians and bureaucrats believing they are better than you, and the laws restricting your freedom do not apply to them.
But none of the suggested answers can occur. The President will not withdraw an appointment simply
because the person exercised his rights and behaved as if he were above the law. There is no reason to
resign in disgrace. He is not going to be investigated or indicted for violating the unconstitutional laws
because those who would prosecute him are probably also violating them. Besides, he is a protected
member of the political elite and has spent his entire professional life increasing the power of the
government. No government official will be prosecuted for that.
Most likely the next series of events will go something like this. First, he will endure a week or two of embarrassment for being a hypocrite, but it will be relegated to page 79G in the mainstream press (immediately following the weather report from Zimbabwe). Second, his party propaganda machine will make as
many excuses as necessary to make his violations and hypocrisy all seem innocent and well-meaning.
Then he will be promoted to Special Advisor to the President with authority over the Bureau of Alcohol,
Tobacco, and Firearms, where he can violate your Second Amendment rights full-time (while he retains
his rights).
Here is how the "rights" scam works. You, as a citizen have "rights" guaranteed by the Constitution. For
the first 150 years or so (until the early 1900's), the federal government did not interfere too often with the
rights of free citizens (except during the Civil War). It was around 1910 that the "progressive" movement
began to acquire significant power. Since then, government officials have come to believe that legislatures can pass any law they want, executives can issue any decree they want, and judges can issue any
ruling they want, and these can contradict or abolish your rights as they see fit. The only way the citizens
can regain their rights is to sue the government in the government's courts, but only if the government
allows the lawsuit to proceed. The citizen has to defeat the government at every stage up to and including the U. S. Supreme Court, at his expense. Even if he wins, the Supreme Court will issue the narrowest
of narrow rulings to reinstate the citizens' rights. This is true of all the rights in the Bill of Rights, although
this example used the Second Amendment as an example.
There is a great distinction between Constitutional rights and legal rights. A Constitutional right is one
possessed by a citizen, which the government is prohibited from tampering with. These are the ones
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mentioned in the main body of the Constitution (such as habeas corpus) and in the first ten Amendments
(known as the Bill of Rights). A legal right is just the opposite: it is created by a government entity, and
can be changed as desired. Examples would include abortion and social welfare (i.e., Roe v. Wade, Social Security, and Medicaid). The rise of governmental power in America is based on equating these two
categories of rights. The method is simple: pass laws, issue executive orders, and issue rulings which
serve to reduce Constitutional rights down to the level of legal rights (i.e., granted by the government),
then narrow the conditions under which said legal rights can be exercised until they are practically nonexistent. This constant dilution of the rights of the citizens via criminal violations of their oaths of office by
government officials will eventually cause America to descend to an authoritarian dictatorship. It is in fact
the favorite tactic of the socialists and "progressives". The only peaceful solution to this problem is to vote
against any political candidate who believes that the government has too little power; and vote against
any candidate who does not adequately control the natural impulses of bureaucrats and judges to expand
their powers. Politicians, bureaucrats, and judges must be disciplined and constrained at every turn.
Otherwise, the people will lose their liberties.
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-- § -Answer to Question 53
This is a trick question. In the long run, this man will be bankrupt because he is unable to control his rising debt. He can only avoid bankruptcy by eliminating the overspending, living below his actual means,
and paying off what he owes.
Answer (a) is incorrect because it confuses the reduced buying power of an inflated dollar with a reduction of debt. It is true that inflation will serve to reduce the buying power of each new dollar, or, in other
words, it will take more dollars to buy the same product. But this man continues to spend 10% more than
he earns, so he will spend and go into debt by a larger number of dollars, but that larger number of dollars
will still represent 10% of what he earns. A better way to think of it is that if he works 2000 hours per
year, his additional debt grows by 200 hours of his labor every year. So, he owes someone the
equivalent of 200 hours of additional work each year (that he is not performing), and it does not matter if
those hours are denominated in starting dollars or in inflated dollars. The inflation of the currency only
makes the numbers larger, but does not affect the actual debt, so long as he continues to overspend.
Answer (b) is incorrect because although his real income will rise over and above inflation, his real debt
increases at the same rate because he continues to overspend at the same 10% rate. Over time, he will
become a high wage earner with correspondingly large debt.
Answer (c) is incorrect because all the things he possesses from his overspending are used, and they do
not have the value they had when he bought them. There will be an occasional exception in which an
object increases in value, but generally, the extra things he buys will decrease in value.
Answer (d) will work for a while, but in the long run, the creditors have to resolve their debts and expenses. Ultimately they will have no choice but to conclude they will never be paid, and cut their losses
by refusing to lend this man any more money. When that happens, the man will default (stop paying the
interest) on his debts, and he will be bankrupt.
This man can declare bankruptcy and start over with a clean slate. He will be out of debt, but he will not
be able to get credit, and if he does, will find it much more difficult to declare bankruptcy again. If he
subsequently runs up a debt again, and cannot discharge it, he will be required to work but most of his
paycheck will be seized to pay off his creditors. He will in effect become a slave.
Many of the false concepts of the "benefits" of debt are applied at the national level. By doing so, the officers of the government are pretending that these basic economic rules do not apply to nations. Unfortunately, nations are not immune to them, and they will either go bankrupt or will confiscate everything of
value to pay off the debt (both of which will impoverish most of the people).
Most government officials at the federal level believe that either answer a) or b) is correct. Democrats
seem to believe answer a) will work; Republicans seem to believe that answer b) will work. Note that
both parties seem to agree that monetary inflation cures debt, which is why both parties are content with
inflation as engineered by the Federal Reserve. When both a) or b) prove to be wrong, politicians will
then favor option d). They fail to realize or accept that nations do not actually escape by bankruptcy:
every national debt must be paid, and it is possible for a nation to become the servant of another over
indebtedness. For example, if one nation is heavily indebted to another, the debtor nation could be ordered to engage in proxy wars to advance the foreign policy of the creditor nation. Or, the creditor nation
may exert influence over the spending priorities of the debtor nation, thus controlling it indirectly.
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-- § -Answer to Question 54
This is a trick question. All of the answers are false. The correct answer is that the pledge of allegiance
is a means to get you, the citizen, to give an oath of loyalty to a flag, which is a mere symbol of the republic.
As a citizen, it is expected that one will be loyal to your fellow-citizens and the government, so long as the
government performs its duties to defend your liberties. An oath of loyalty is not necessary; and giving it
pre-empts your right with the rest of the people to abolish any government which does not serve their
needs. This principle is stated in the Declaration of Independence:
"We hold these truths to be self-evident, that all men are created equal, that they are endowed by
their Creator with certain inalienable rights, that among these are life, liberty, and the pursuit of
happiness -- that to secure these rights, governments are instituted among men, deriving their just
powers from the consent of the governed, that whenever any form of government becomes destructive of these ends, it is the right of the people to alter or to abolish it, and to institute new government, laying its foundation on such principles, and organizing its powers in such form, as to
them shall seem most likely to effect their safety and happiness."
Answer a) is wrong because giving an oath of loyalty is not inspirational; it is an obligation. Furthermore,
no nation, no matter how well constituted, can ever secure liberty and justice for all - there will always be
some injustice and some infringements on liberty because it is the nature of people to conduct their affairs
imperfectly.
Answer b) is wrong because everyone born to American parents in America is a U. S. citizen, whether
they believe in God or not; in fact babies do not believe in anything. The atheist, the devil-worshipper, the
born-again Christian, and all the others in between are all equal citizens.
Answer c) is wrong because it is either false (as in the Civil War), or is just an idle sentiment. Of course
America can be divided. Many so-called "leaders" have made a fortune doing so: David Duke, Jesse
Jackson, George Wallace, Al Sharpton, Bill "Perjurer in Chief" Clinton, Louis Farrakhan (Louis E.
Walcott), and Barack "Leading with my behind" Obama, just to name a few
Answer d) is wrong because, if you are taking an oath of loyalty, then you are in effect giving up your portion of the public sovereignty to an emblem that represents the current government.
Here is a little exercise guaranteed to bring a smile. Imagine John Adams, Thomas Jefferson, George
Washington, Alexander Hamilton, Benjamin Franklin, Gouverneur Morris, James Otis, Joseph Warren,
James Madison, James Monroe, George Mason, Patrick Henry, John Jay, or John Hancock ever taking
an oath of loyalty to the English Union Jack. Even the tyrant George III never demanded it, but we have it
in U. S. Code Title 36. Even if the Founders did take oaths of allegiance to the Union Jack or to England
or to King George III, it didn't matter much in the long run, did it?
All in all, the pledge of allegiance is OK as a teaching aid to young children, but adults should be careful
not to take it too seriously. It was written by a socialist whose main objective is to get you, the citizen, to
pledge undying loyalty to a government, even one over which you have no control. There is too much in
it that dilutes your citizenship and your rights. Politicians are fond of reciting the pledge on every occasion (if a camera is rolling) but they would serve us better if they took an oath of loyalty to the principles of
limited government per the U. S. Constitution.
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-- § -Answer to Question 55
This is a trick question. All of the answers given are incorrect.
Answer a) is incorrect because "tax deductible" contributions are deductible for federal purposes.
Answer b) is wrong because "tax deductible" does not mean that you can deduct the contribution from
your taxes; you can deduct it from your income. So, his tax would be reduced by 25% of the $100 contribution ($25) only if the $100 deduction did not lower the "tax bracket" of his "taxable income"; in that
case, his tax would be reduced by the tax rate at the lower tax bracket rate. However, if he had any income from rental properties, sales of stock or bonds, farm income or any of the other income sources
called out in the Tax Code, there is no way to predict the effect of the donation.
Answer c) is incorrect because contributions can be used a tax deductible usually only in the tax year in
which they are made.
Answer d) is wrong because it ignores the "standard deduction".
Answer e) is wrong because the income tax depends on total income less deductions; it is not based on
the amount of a deductible contribution.
See how simple the tax code is? The tax code (the regulations of which fill 20 volumes in the U. S. Code
of Federal Regulations) is complicated because Congress wants it that way. Here is a bonus question:
Why does Congress want a complicated tax code?
a)
In order to make the tax code as fair and equitable as possible.
b)
To ensure that everyone pays their fair share.
c)
To ensure that equal numbers of rich and poor do not have to pay taxes.
d)
Because the tax code must reflect the complexity of the economy, otherwise some people will pay
less than they should.
e)
All of the above.
The answer is once again, "none of the above". The tax code is exceedingly complicated because it is a
means by which members of Congress can acquire and utilize power to punish their political enemies,
reward their allies, and generally coerce people's behavior. If a corporation does something a Congressman doesn't like, he can insert a provision in the code to penalize that corporation; if a corporation
gives him a large campaign donation, he can insert a provision to lower that corporation's tax burden.
The tax code requires centralized record-keeping of all financial data; any Congressman (in fact any federal legislative, regulatory, or enforcement official) can obtain any and all financial data on any business
or person if they give a remotely plausible reason. Complying with the tax code requires an enormous
amount of labor and effort. The cost of compliance with the tax code is estimated at $400 billion [1].
Most of that effort is performed for free by taxpayers, or performed by experts who are in turn paid by the
taxpayers. Compulsory unpaid labor was once known as slavery (back when words had meaning). A
great many hours are expended by professional tax experts; their jobs depend on a complex tax code,
hence they are indirectly dependent on Congress for their livelihood. This explains another reason why
the tax code never will be simplified - too many people will become unemployed. The important point to
remember is that the tax code is only partly about revenue. It is also about the use and abuse of power,
and it partly serves as a make-work jobs program.
Here is an additional note about the complexity of the tax code. In 1927, three economists wrote in their
economics book [2]:
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"The [tax] law itself is a lengthy document equivalent to about 100 ordinary printed pages, loaded
with technical details and administrative provisions of the utmost complexity".
It is good to know that Congress continues to "simplify" the tax code such that we now have only 60,000
pages of tax-related case law to deal with (as of 2016). Don't be fooled by those who say that the code
as written by Congress is only about 2800 pages long. That is true, but you, the taxpayer, are responsible for complying with all the case law that has accumulated from it, now at more than 60,000 pages.
[1]
[2]

https://taxfoundation.org/compliance-costs-irs-regulations/
Fred Rogers Fairchild, Edgar Stevenson Furniss, and Norman Sidney Buck, Elementary Economics, New York: The Macmillan Co., 1927, Vol. 2, p. 415.
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-- § -Answer to Question 56
This is a trick question. All of the answers are false.
If Roe v. Wade were overturned or negated as described, the abortion issue will return to legislation in the
respective 50 States, as it was before the 1973 decision. Prior to 1973, abortion was legal in some
States, illegal in others, and a variety of regulations were in place at the State level. Overturning Roe v.
Wade in and of itself will not create new federal crimes as in b) and c). Answer a) is wrong because everyone is free to be in favor of or opposed to anything they choose. This may be proven by the simple fact
that abortion is legal due to Roe v. Wade, but no one is being prosecuted for opposing abortion (although
some Democrats would prefer it otherwise). No one will be prosecuted for favoring abortion if Roe v.
Wade were overturned. Answer d) is wrong because reporting of pregnancy was never required in any
State, and will not be required if Roe v. Wade is simply overturned.
The important point here is to consider the factual chain of events that would occur if a law or ruling were
overturned, instead of relying on what propagandists claim might happen. With no other modifiers, the
situation would return to what was before the law or ruling was passed. In the case of Roe v. Wade, the
States would resume regulation of abortion, as it was before. Likewise, if the federal narcotics laws were
repealed, the States would be free to regulate them as they did before.
How did we get into this mess with the abortion debate? As usual, the federal government arrogated to
itself the power to regulate medical procedures, a power never granted in the Constitution. The federal
government would be wiser to avoid entering into areas where the Constitution is silent, and allow the
States and local entities pass laws suitable for their own needs.
Don't fall for the false claim that overturning Roe v. Wade would change anything at the federal level;
abortions would not become a federal crime. As stated above, the power of regulating abortions, if any,
will return back to each State.
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-- § -Answer to Question 57
This is trick question. There is no way to judge the accuracy of the guest's opinions based on the information given.
Answer a) is incorrect because a talk-show host is not responsible for anything said on the air, unless it is
specifically libelous or defamatory. If a host were to make a conclusion based on outright lies, there is
still no direct penalty to the host.
Answers b) and c) are incorrect because appearance is a very poor determinant of anything other than
appearance.
Answers d) and e) are incorrect because one's profession is not necessarily a good indicator of accuracy.
The important point to remember is that the person who is most likely to be correct is the one who provides the greatest amount of relevant and verifiable facts coupled with a conclusion based on sound logic
that considers the relevant facts. Such a situation rarely occurs in television, since most "discourse" and
"debate" consists of either five-second "sound bites", political party "talking points", or self-righteous socialists telling you that you are evil unless you agree with them. In television, the emphasis is nearly always on drama over substance.

77

Real World Graduation: The Entrance Exam for Adulthood
Volume 2: The Answers

-- § -Answer to Question 58
This is a trick question. All of the answers provided are wrong because neither banks nor credit card
companies "give credit".
Credit is something each individual has (or not). Your creditworthiness is based on the lenders' estimate
of the risk taken by the lender when lending you money. In other words, the issue is whether or not you
are able and willing to repay the loan. If the lender has reason to believe that you will fail to repay, then
you are considered a higher risk than someone else, and your credit is low compared to another person.
If you have a steady income and pay your bills on time, the risk of lending to you is low and your creditworthiness is high. In both cases, the amount of credit you have depends on your situation and your past
behavior, along with normal market forces, since credit is like any other commodity. Remember that you,
as the individual, possess a certain amount of credit; it is not "given" to you by banks, credit card companies, or another person. The amount of money you can borrow and upon what terms is a consequence of
your creditworthiness, which is to say, the amount of risk you represent to the lender.

78

Real World Graduation: The Entrance Exam for Adulthood
Volume 2: The Answers

-- § -Answer to Question 59
This is a trick question. All of the answers are false.
Answers c) and d) do not actually occur, and are patently false.
Although a) and b) actually occur, they are not "benefits" to the Witness Protection Program. The Witness Protection program was set up to provide aid, comfort, and protection to professional criminals who
wished to avoid a long prison sentence by testifying against their fellow gang members (known as "turning state's evidence"). An innocent person who enters the program has to give up everything: their good
name, home, friends, family, job, and church. They lose nearly everything that matters to regular people.
Admittedly, these are not quite so problematic for professional criminals, since they do not have a good
name, friends, a job, or a church. At least the professional criminal stays alive to commit some more
crimes when the heat dies down. But for a regular person, there is no "benefit" to the Witness Protection
Program. In this particular case, since the gang operates nationwide, most likely with moles in local police departments, a victim who enters the program would always have to be careful, looking over his
shoulder as if he were the criminal. It is actually worse than that: if you do testify, you will most likely be
prohibited from owning a gun to protect yourself after entering the program.
What should you do if you become a victim of organized crime and are faced with a choice of either refusing to testify or entering Witness Protection? You should refuse to testify. Why should you be penalized the rest of your life for the government's failure? It is bad enough that you were victimized the first
time. The prosecutor will certainly have contempt for you, and may even call you a coward, especially if
the case is sensational enough to have earned him a chance to run for Governor. Don't worry - he'll get
over it.
How is organized crime the government's failure? Because most organized crime is based on providing
goods that are prohibited or inordinately taxed. Common examples include the importation and distribution of alcohol during Prohibition, and importing and distributing illegal narcotics at the present time (drug
prohibition began in 1919). With cigarette taxes rising so high, we may in the future hear of "tobacco
cartel kingpins" who smuggle in cigarettes and sell them for only $6.00 per pack.
Another case where organized crime represents governmental failure is through passive aiding and abetting of organized criminal activity. The prime example is J. Edgar Hoover. As the first director of the FBI
and the one of the nation's top law-enforcement officers, he spent nearly four decades (1930's to 1970's)
denying the existence of the Italian mafia. It first came to power during Prohibition, at the same time J.
Edgar Hoover came to power. It seems like J. Edgar Hoover was either the nation's highest ranking
pathologically incompetent law enforcement ignoramus, or was on the mafia's payroll. I guess we'll never
know (but the latter seems more likely).
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-- § -Answer to Question 60
This is a trick question. The correct answer is none of the above: since the report does not list salt intake
as a cause of death, the number of deaths due to salt is zero.
It is true that salt intake may be a contributing factor to a number of health issues such as kidney failure,
but it would be impossible, except in the case of salt poisoning, to claim that salt per se was the primary
cause of any deaths from those causes. The most that can be said is excessive salt may increase the
risk of some health hazards, which in turn may be a contributing factor to death. This does not mean that
salt caused any deaths. Be careful, therefore, when an activist claims that "trans-fats are the fourth
leading cause of death", or "smoking cigarettes kills over a million Americans per year". To make such
claims, the activist would have to attribute some fraction of categories of death unambiguously to these
particular causes. But, there are exactly zero death certificates that read "Died of excessive intake of
fatty acids". Keep in mind that a large number of people die of "old age", which means they lived so long
that the body degraded and a cancer developed, or the heart gave out. The primary cause of those
deaths is actually old age, and the heart attack or cancer was simply the consequence of old age.
Be careful of those activists who also claim that "guns kill more people than ..." The same report mentions (Table 10, p. 33) that there were 649 deaths due to accidental discharge of firearms, 16,750 deaths
by suicide by self-inflicted firearms discharge, and 11,624 homicides by discharge of firearms. There
were 15,689 suicides by other means, and 5,783 homicides by other means. How dangerous is America
due to the presence of guns? Note that the number of suicides with and without firearms is nearly the
same, which suggests that a person determined to commit suicide is going to find a way. The absence of
guns would have little effect on the suicide rate. It is interesting to note also that the suicide rate in South
Korea, a nation in which privately-owned firearms are exceedingly rare, is more than three times higher
than the suicide rate in the U. S [1, 2]. This proves that suicide is a societal and cultural problem, not a
gun problem.
It has been estimated that a significant fraction of homicides are professional criminals killing other professional criminals (in Chicago, about 65%). (There would be a net gain to society if professional criminals killed even more professional criminals.) If even half fall into this category (which would be easy to
track), the number of firearm-related homicides that matter (i.e., those in which the victim is not a criminal)
is down to 5,812. Combined with the 649 deaths due to accidental discharge, the actual number of relevant deaths involving firearms is down to 6,461; or put another way, constitutes 0.000215 of the cited
population of the U. S. This fraction is equivalent to 0.0215%. It is odd that no statistics are kept on how
many criminals are killed by citizens, or how many crimes are prevented or pre-empted by citizens with
guns.
[1]

[2]

Small Arms Survey 2007 Part 2 (http:/ / www.smallarmssurvey.org/ files/ sas/ publications/
year_b_pdf/ 2007/ 2007SAS_English_press_kit/2007SASCh2_summary_en. pdf); summarized on
wikipedia at http://en.wikipedia.org/w/index.php?oldid=547789057
http://en.wikipedia.org/w/index.php?oldid=547795916
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-- § -Answer to Question 61
This is a trick question. The correct answer is that all leases are a bad deal in the long run. Leasing is a
basic trick in which the chump gets to pay insurance on the leasing company's car, maintain the leasing
company's car, and pay taxes and fees on the leasing company's car, while never owning anything. It is
nearly always better to buy a car, maintain it well, and keep it for a long time. Most modern cars will last
10 to 15 years or 250,000 miles.
Here is how the comparison numbers work out. The costs of insurance and maintenance incurred during
a lease period do not enter into the calculation, since they have to be paid under all lease and purchase
circumstances. The average monthly cost for any lease is calculated as follows. Multiply the lease cost
times the number of months to get the total payments. Multiply the number of miles per year driven
above the lease limit by the amount per mile times the number of years in the lease. Add these two numbers to the down payment, and then divide by the number of months in the lease. In the case of the Abbott lease, we have $180 x 36 = $6480. Driving an average of 13,000 miles per year means $0.30 times
2500 miles per year times 3 years = $2250 in excess mileage charges. Adding these two numbers with
the down payment, obtain 2470 + 6480 + 2250 = 11,200. Dividing by 36 months, we obtain $311.11 average cost per month. Here is the complete table, including the corresponding costs for purchase:

Dealer
Abbott
Baker
Canton
Drury
Purchase

Amount
Down
2470
2060
1650
1500
1850

Total
Payments
6480
9408
12384
14904
19053

Total
Mileage
Fees
2250
2450
2400
2250
0

Total Cost
11200
13918
16434
18654
20903

Average Cost
per Month
311.11
331.38
342.38
345.44
435.47

The average cost for purchasing the car is higher than any of the lease options. Why then is purchasing
better? The answer is that under a lease, one never stops paying; with a purchase, there comes a time
when you own it and only have to pay maintenance, insurance, and registration. The calculation to be
made here is: for each candidate lease, how long would it take for the total payout to be equal to the total
payout on the purchase? Once that time is known, how likely is it that the car will provide reliable service? It is easy to find the break-even point by dividing the purchase option total ($20,903) by each of the
monthly average lease costs; this will be the number of months for the leasing costs to equal the purchase cost. We obtain 67.1, 63.1, 61.5, and 60.5 months for the Abbott, Baker, Canton, and Drury leases
respectively. In other words, if the car will last longer than 67 months, buying is the best way to go in the
long run. At 13,000 miles per year, most new cars will last at least 12 years (240 months); if so, the longterm cost of purchasing the car is less than half the lease costs.
Here is how to reduce long-term expenses on cars: buy either a new car or a high-quality late-model used
car, maintain it per the manufacturer's specifications, and drive it until the monthly maintenance costs
equal the lease costs then prevailing at that later time. At that point, even leasing is better than hanging
onto the old car. That will prove that it is time to buy another new or high-quality used car and repeat the
cost-saving process.
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There is one exception to the general rule of not leasing a car. If you receive a notice from your doctor
that you are terminally ill with less than a year to live, then you should lease the finest car you can find
and enjoy your last year on earth riding in style. Do not worry about the leasing company being cheated
by your early death prior to the lease termination: they watch the obituary notices, and their car will be
removed from your driveway before your body is cold.
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-- § -Answer to Question 62
This is a trick question; all of the answers are wrong.
Answer a) is wrong because hiring lawyers to sue the city, if successful, would force the city to enact an
ordinance against one religion (atheism) to the benefit of Christianity; anything the city did would be regarded as either promoting or restraining religion, contrary to the First Amendment. Don't be fooled:
atheism is a religion like any other, except it does not have a deity with power over people. It is a religion
in which a few "enlightened" people have absolute power over other people. Appealing to the ACLU is a
waste of time because the ACLU favors any activity that is regarded as opposing Christianity.
Answer b) is wrong because doing so would give the atheists what they want; it would be tantamount to
Christians voluntarily giving up their rights.
Answer c) is wrong because it would give the atheist groups some free publicity, while at the same time,
draining Christians of time and money that could be put to better uses.
Answer d) is wrong because government agencies have been sensitized by numerous lawsuits to never
be seen as favoring Christianity (although it acceptable to favor the Moslem religion now). It would open
the government agencies to a claim of choosing sides in what the universities and the mainstream media
(ABC, CBS, NBC, MSNBC, CNN, and PBS) will call a "battle between rationality and those ignorant inbred Bible readers".
The correct answer is to remember what Jesus Christ said [John 15:18-20]:
"If the world hates you [Christians], keep in mind that it hated me first. If you belonged to the world,
it would love you as its own. As it is, you [believers] do not belong to the world, but I have chosen
you out of the world. That is why the world hates you. Remember the words I spoke to you: 'no
man is greater than his master.' If they persecuted me, they will persecute you also."
And so it is; sooner or later, Christianity is rejected and Christians become the object of scorn and ridicule. The only practical recourse for the Christian community is to take comfort that Jesus' prediction is
true, and to laugh it off. If they are confronted in public by the atheists, laugh them off. If the atheists put
up signs ridiculing Easter or mocking Christmas, laugh it off. But if the atheists go beyond verbal taunts,
and start violent confrontations, then each Christian should send a few of them over to the coroner a little
sooner than they expected. Self defense is legitimate and it takes over when free speech crosses over
into intimidation.
Jesus also had made these other statements, which greatly offended the high and mighty religious and
political leaders of His day:
a. [John 6:40] "For my Father's will is that everyone who looks to the Son and believes in Him [i.e.,
personal faith in Christ as the Savior] shall have eternal life, and I will raise him up at the last day."
b. [John 14:6] "I am the way, the truth, and the life. No one comes to the Father except through
Me."
c. [Luke 22:36] He [Jesus Christ] said to them [disciples]: "But now if you have a purse, take it, and
also a bag; and if you don't have a sword, sell your cloak and buy one" [i.e., be prepared for the
problems of this world, especially persecution].
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d. [Matthew 26:11] "The poor you will always have with you, but you will not always have Me" [predicting His crucifixion].
You can see that all of these statements are in direct conflict with the notions of the "progressives" and
socialists. Those types want you to believe that this life is all there is, and that it is the government's duty
to create paradise on earth. They also believe that you should be dependent on a wise and benevolent
government for everything.
Christianity is one of the things that socialists fear the most. Why is that? It is because a few of the foundations of Christianity are:
a) The grace of God, not the legalism of government;
b) The confidence of eternal life in heaven, not just the temporary pleasures of this life; and
c) The importance of individual initiative in freedom; not the tyranny of one-size fits all regimentation.
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-- § -Answer to Question 63
This is a trick question. It is highly unlikely that the legislature will impeach him (although it does happen
on occasion). The reason he is not likely to be impeached by the legislature is that the corrupt Governor
knows about a lot of the corruption being practiced by the members of the legislature. He will intimidate
them into abandoning impeachment by threatening to rat all of them out for their illegal activities.
Members of the legislature are not disturbed by revelations of corruption by Governors. They are not
usually bothered by the fact that the people continue to suffer under a government staffed by professional
criminals. Their main concern is whether or not they appear on the tapes, phone calls, or emails; i.e., to
what extent they can be implicated in the Governor's crimes, and whether the public suspects that they
benefitted.
If a State legislator fails to impeach, and the State prosecutor fails to act, a Governor can be only be removed by indictment and conviction by the federal government (thus forcing a resignation). A rare exception may occur when the Governor is already unpopular enough that he will have a negative impact on
the re-election chances for members of his party. In that case, the members of his party in the legislature
may go along with impeachment in order to save their own reputations and re-election chances, not because they care about corruption in State politics. The opposing party will be happy to impeach the Governor, and they will drag the whole process out as long as possible for political gain.
The Governor's party will spend a great amount of time and energy attempting to avoid this kind of negative press by putting forward a sufficient number of plausible excuses for the Governor's behavior. The
hope is that they can buy enough time until some other scandal or bigger problem causes it all to fade
into the background.
Any members of the legislature that are found by the federal investigators to be co-conspirators with the
Governor will most likely immediately cut a deal with the federal government and rat out the Governor to
save themselves.
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-- § -Answer to Question 64
This is a trick question. The breaking of the beer bottles has no economic benefit; in fact it reduces the
general benefit of past economic activity.
Answer a) is wrong because although it's true that the store gets to keep the deposit, the store owner
gains nothing because he had to pay the deposit to the beer bottler. The gang members lost money because they could have returned the bottles and received back their deposit, which would have allowed
them to buy something else (maybe more beer, which would have benefited the brewer). Also, the price
of the deposit may be less than the replacement cost, because the bottler expects to get nearly all his
bottles back. So the bottler incurs a loss by having to pay more than the deposit to replace the broken
bottles.
Answer b) is wrong because although it's true that someone may be paid to clean up the mess, the
money to pay the cleanup crew will come out of someone else's pocket (the neighbors), which they would
otherwise have spent on something else.
Answers c) and d) are wrong for the same reasons. If people run over the bottles and get flat tires, the
tire dealer will make money, but the people with the flat tires will have to do without something else they
planned to buy instead of the now necessary tires. Responsible partying tourists do not want to go to a
place that is dirty and dangerous, and the gangs that like to make a mess like this will cause this area to
experience more broken bottles and more losses.
The main point here is to consider the full effects of economic questions. It is not sufficient to consider
who is next in line to make a few dollars, but remember to consider all the alternatives that did not happen
because of the broken beer bottles. For example, suppose one of the neighbors was going to buy a new
garden hose. That hose cannot purchased with the money in hand because that money now has to be
paid as part of the contribution toward cleaning up the broken bottles. The neighbor now has to work another hour to get the money for the hose he could have had if the bottles hadn't been broken. Likewise,
the people who replaced their tires could have bought many other things. Those things now cannot be
bought with the money then in hand, and those people now have to work more hours to get what they
could have bought if the bottles hadn't been broken by the gang members. The gang members thus indirectly caused money to be wasted in some form (the beer bottler, or the neighbors who had to pay for the
cleanup, or those who need new tires). It pre-empts productive activities that would have occurred had
the bottles not been broken.
When all the secondary and tertiary effects are considered, it is obvious this seemingly minor incident has
no economic benefit and in fact has a negative impact. Don't be fooled by those who try to convince you
otherwise. This is in fact the most important rule in economic analysis: be sure to consider all the consequences of a policy or action, not just what is immediately obvious [1].
[1]

Henry Hazlitt, Economics in One Lesson, NY: Harper and Brothers, 1946 (second edition 1979)
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-- § -Answer to Question 65
This is a trick question. The correct answer is that you should never pay for a warranty on a mattress.
Why? Because the terms and conditions imposed on the buyer means that the warranty can never be
enforced. For example, in many warranties, any stain on the mattress (even from a Kool-Aid spill) invalidates them. Also, any kind of discoloration of the cover invalidates most mattress warranties. Sometimes
additional warranties require that the mattress be packed and shipped to the manufacturer's location in
the original cardboard box and the original plastic lining, at the buyer's expense. So, additional mattress
warranties are just a money-making gimmick that can never be enforced, and you should never waste
your money on one. Buy the best quality mattress you can afford and live with the default warranty that is
included in the price.
The general point to be made here is that additional warranties are of value only if they can be enforced
without too much time and expense on your part. It applies equally to any warranty on cars, homes,
electronics, and everything else for which an extended warranty can be purchased. An extended warranty on a car is of little value if the work can only be done by one repair shop. A warranty on a computer
is useless if it has to be shipped to the manufacturer in the original box (in which case the cost of shipping
may be more than the cost of the repair). Make sure you understand all the fine points of how a warranty
can be enforced before you pay for one.
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-- § -Answer to Question 66
This is a trick question. None of the answers are correct.
Answer a) is incorrect because birds and dinosaurs are not mammals. Darwin's theory is that the kingdoms remain separate; since birds are of their own kingdom, and experts have claimed that dinosaurs are
of the reptile kingdom, neither can be descended from the other. The reason why answers b) through e)
are wrong is that none of them can be more likely than the others. Darwin's theory is based on natural
selection arising out of chance changes to the animal; therefore the entire system is random and each is
equally likely.
In the first three quoted passages, Darwin allows for trends toward both higher-organized forms and
lesser-organized forms ("retrograded"). Therefore, in Darwin's original theory, any mammal is equally
likely to have "descended" from any other mammal; any reptile is equally likely to have descended from
any other reptile, etc. In other words, Darwin's basic claim is that the evolution of species within a kingdom is entirely random over the long run, but there is no transmigration of kingdoms. Notice that Darwin
never claimed that all animal life on earth started from some single-cell critter floating in the ocean that
somehow adapted to life on land, then somehow evolved into various animal types, and finally evolved
into humanity. If that were so, why did evolution stop with humanity?
In passage four, Darwin concluded that man "descended" from a "lesser organized form". Wouldn't it be
more accurate to say that man "ascended" from a "lesser-organized form"? Judging from his exposition
of the general theory, it is equally likely that man "descended" from a "more highly organized form". Each
of the answers b) through e) should have an "or vice-versa" appended to it.
Darwin claims in passage four that man is descended from a less-organized form; he is confident enough
to assert that it cannot be refuted. His first justification for his proof, as he states, is that there is a close
similarity between man and the lower animals, and secondly because of the numerous similarities in
structure between man and the animal kingdom. But his reasons do not provide the proof. The features
of similarity may be due to the fact that both man and animals are optimized for conditions on earth.
Such are more likely to be the results of creation than random-chance evolution. He also does not attempt to answer why evolution does not continue today. Why are honeybees unable to see the color red?
Certainly they would be attracted to more flowers if they could see red, and would be able to produce
more honey to feed more hives and expand their species. But they have not evolved in that direction,
and Darwin's theory offers no evidence as to why not. Maybe there is a valid reason (unknown to us) as
to why bees should not see red, which would imply that the conditions found in nature are the result of an
intelligent design beyond random chance.
Scientists claim that humans first appeared about a million years ago. If so, why has evolution stopped?
Why can humans only hear to 20 kHz? Why can humans only see in the waveband between 380 and
770 nm? Why aren't human infants self-sufficient soon after birth, as are many in the animal kingdom?
Darwin's theory has no hope of answering any of these questions.
When considering whether to believe in any theory or not, it is useful to go back and read what the original developer said about his theory. Darwin's observations are also explainable by creation. Do not be
content with reading what others or later workers claim was intended. If you read Darwin's original work,
you will find it is different than what modern writers claim Darwin intended.
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-- § -Answer to Question 67
This is a trick question; none of the answers are correct. It is true that an actor is a person who pretends
to be someone he is not, in other words, he makes a living by being a professional phony.
Answer a) is wrong because although it is true that acting skill is rare, it does not follow that actors are
smarter than anyone else. If acting skill and intelligence were so highly correlated, certainly Albert Einstein would have received an Academy Award.
Answer b) is wrong because although it is true that actors acquire insight into men's habits and motives, it
does not increase their morality; they are the same person they always were. Survey the behavior exhibited by Hollywood personalities and see where they rank on a morality scale. They are no different than
the general public (sometimes they are on the lower end of the scale).
Answer c) is wrong because although some actors work hard, some don't; the same as any other line of
work. But there is no evidence that acting is the hardest kind of work; if it were, there would not be so
many people trying to be actors.
Answer d) is wrong because having wealth and leisure does not lead to wisdom; if it did, a logical conclusion would be that poverty and hard work lead to stupidity. No one is dumb enough to believe that, not
even a professional actor.
The truth is that people with common sense recognize that an actor is just another workman, no better or
smarter or more moral or more of anything than anyone else, and that the endorsement of a political
cause by an actor is usually nothing more than shameless self-promotion in order to keep the actor in the
public eye (upon which his entire career depends). Makes you wonder why the media reports the opinions of actors, doesn't it? The media reports the opinions of actors for two reasons: a) it is easier than
researching and reporting relevant facts; and b) using the name of a famous person may increase viewership. Both contribute to filling airtime and column space with little effort by reporters and editors.
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-- § -Answer to Question 68
This is a trick question. All of the answers are false.
Answer a) is false because although the value of the house does increase, the price of all the other
houses is also increasing. Therefore, to benefit from the increase of the value of your house, you would
have to sell it and buy another house whose price did not similarly inflate. There are significant costs associated with selling and buying another house: making repairs per the inspection, realtor fees and commissions, loan origination fees, title insurance, etc. It is often better for most people to rent or lease, especially if their occupations require them to relocate often. It is better to own a home only if you intend to
stay in that house permanently, which in modern times, is more difficult than it used to be.
Answer b) is wrong because the deduction from income is not an additional deduction; it is in lieu of the
standard deduction. It is true that the deduction for interest paid is sometimes greater than the standard
deduction, but the homeowner also has additional expenses, such as property taxes and fire insurance.
Answer c) is false: it is a true statement, but it is not relevant because it has nothing to do with the financial aspect of owning a house.
Answer d) is false because the maintenance costs associated with owning a house continue to increase
as the house ages. Also, there is rarely any limit to the amount of property taxes that can be assessed on
a home; often property tax increases nearly replace the mortgage payment if the house is in a good location and the surrounding area is prosperous. For most working people, there is little economic benefit to
owning a home (unless you stay in it for a long time); most of the benefits are intangible. There can be a
significant benefit for retired persons, for whom owning a home can improve their monthly cash flow. But
in general homes are a poor investment because they require maintenance; whereas true investments do
not require a constant input of wealth to prop them up.
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-- § -Answer to Question 69
This is a trick question. The correct answer is that: a) the Chief of Police will notify the Mayor of an impending action by the residents; b) the Mayor and Chief of Police will agree henceforth to call the planned
citizen action an "insurrection"; c) the Mayor will notify the Governor; and d) the Governor will call out the
National Guard to round up and arrest all the residents who were alleged to be involved in the plan.
Those who resist arrest are to be executed on the spot. Those who are arrested will be tried for participation in a terrorist conspiracy. They will also be charged with hate crimes if any of the targeted gang
members are either illegal aliens or belong to a racial group different than a majority of the residents involved in the plan.
The Mayor will then call a press conference and brag about the efficiency of his administration when it
comes to dealing with "impending terrorist threats by crazed vigilantes". The Mayor will then re-iterate his
call for control of all weapons in the hands of citizens, especially guns, knives with blades longer than 2",
baseball bats, tire irons, chains, bricks, rocks larger than 3" in diameter, and rope in lengths exceeding 4
feet. He will then declare a state of emergency and send the police door-to-door to confiscate all these
items, excepting of course, from a) known members of organized crime syndicates; and b) government
employees.
Note that the city administration is not the least bit concerned about the deaths of the innocent people
over the past ten years; it is greatly concerned about the armed conspiracy to eliminate the criminals.
The child who is murdered on the way to kindergarten is not a problem for the city administration. After
all, the parents can always make another one, right? But the prospect of professional criminals turning up
dead is a serious matter indeed.
The fact that the residents are forced to hide in their homes after dark is acceptable, but the city government simply will not tolerate any situation in which criminals are impeded in their activities. The city will
exert powers to regulate the ability of law-abiding residents to exercise self-defense, and will promptly
prosecute all "extremists", defined as anyone who believes their life has value. Therefore, the amount of
criminal violence in any given neighborhood is based on what the politicians and the Police Chief will tolerate. On the other hand, residents are required to tolerate an infinite amount of violence against themselves and their children. Politicians like any situation that keeps the people in fear because people in
fear do what they are told.
The only remedy for this situation is to move out of the neighborhood, because politicians and Police
Chief's are generally afraid of organized crime. There is little point in fighting back against criminals and
being rewarded with life without parole in a maximum security facility. It is better to give up your home,
change jobs if necessary, and move to a safer neighborhood until the gangs take that one over too.
Just don't forget to pay your local taxes to support your ever-efficient justice system and the politicians
who are always bragging about their promises to protect you and your family.
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-- § -Answer to Question 70
This is a trick question. The main benefit accrues to the person who established the Foundation, because he gets to put his name on the charitable contributions, despite the fact that the money really came
from contributions he received. Note that the Foundation had zero assets before he started receiving
contributions; that is, he did not put any of his own money into it. The big difference between this scam
and the Ford Foundation is that the Ford Foundation was funded by money actually contributed by Henry
Ford.
All of the given answers are true to some extent, but they are equally true for all charitable giving. They
are false in the context of this question because none of the answers address the reason why the Foundation was established. He established the Foundation to magnify his name and reputation at the expense of all the chumps who donate to it. He is using their money as if he were the generous one, despite the fact that not a dime of what goes out in his name actually came out of his pocket.
If you donate to such a Foundation established by a famous person, be sure to inquire as to how much of
their money goes into it.
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-- § -Answer to Question 71
This is a trick question. The process described in the question is that of manufacturing an "edible" compound known as carbonated water. "Carbonic acid gas" is an old-fashioned name for carbon dioxide
(CO2), and hydroxic acid is a technically correct chemical name for water. It is true that water can be
dangerous if it penetrates into the lungs (known as drowning). In 2004, 943 children under the age of 15
drowned accidentally, and so did 64 people over the age of 85. Of all other ages, 2835 people also died
of accidental drowning. Carbon dioxide is a known asphyxiant (usually found in mines), and 100% pure
CO2 is used in the manufacture of carbonated water. But the carbonated water is ingested into the stomach, not into the lungs, and therefore is safe to drink, as we all know from drinking soda, mineral water,
and other things.
This is an example of a scare tactic that relies on using obscure names for common materials in an effort
to promote more regulation. Instead of stating the true facts, it camouflages the real topics at hand. This
type of scare tactic is common among those who want to control your life, but don't have any logical justification for it. It has been particularly effective in the "man-made climate change" debate. The basic
claim of the "climate advocates" is that humans have been burning carbon-based fuels, which increases
the nominal level of CO2 in the atmosphere. The claim is that the increased level of CO2 leads to a
"greenhouse effect" in which heat cannot escape into space; then the earth warms up, the oceans rise,
the weather becomes worse, and all life on earth will become extinct within 50 years. But they never
mention two scientific facts. First, from a purely historical perspective, we do not know what the long-term
nominal CO2 in the atmosphere has been, since we have been able to make measurements only for
about 100 years. Secondly, CO2 is to plant life what oxygen is to animal life; if you want to reduce CO2,
plant more trees.
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-- § -Answer to Question 72
This is a trick question. All of the answers are false, but are the type of claims you might hear from members of Congress as they attempt to justify the low number of workdays.
Answer a) is wrong because it is contrary to the thirty-year trend shown in the chart; there is no evidence
to believe that salaries will level out.
Answer b) is wrong because the data shows that Congress has never taken a salary cut, and the number
of days worked continues to decline, although ordinary people have to work more days (or hours) over
time to maintain the same standard of living. It is reasonable to conclude that the members of Congress
do not believe their compensation should be related in any way to the compensation of ordinary people.
Answer c) is wrong because the quality of work done by Congress continues to worsen every year; if
anything, useful productivity is going down.
Answer d) is wrong because the salary per day is the wrong metric to use in evaluating whether or not
they took a pay cut. The black line shows that Congress has never taken a pay cut.
Given the poor quality of Congressional work (they weaken the nation every time they take a vote), we
would be better off if they were paid multi-million dollar salaries plus were allowed to keep all the campaign donations for personal use, so long as they were constrained to work only three weeks per year.
Although the members of Congress work very few workdays, they have large staffs which are constantly
churning out new legislative proposals. Most of those proposals are submitted to the Committees for
consideration without having been read by a Member beforehand. The growth of regulation follows the
growth of legislation, and thus the growth of power and control. "Progressives" never tire of promoting
more and more legislation, all in an effort to control everything about a person's life. That is all the "progressives" and socialists want: a bureaucracy with arbitrary power over every aspect of your life. Then
you will be a slave, just like the Russian people were in the good old days of the Soviet Union, and as the
serfs were during the Middle Ages. Contrary to some claims, socialism is not the least bit scientific. It is a
series of good-sounding slogans designed to return civilization back to a primitive system of kings and
entrenched ruling-class nobility with absolute power over the other 99.5%.
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-- § -Answer to Question 73
This is a trick question. All of the given choices are wrong. The correct answer is that they should say
what they want about the two sports because no one in their right mind gives a crap anyway. In this
case, the opinions are benign, and reflect the personal preferences of the engineers. On the other hand,
if the engineers actually do hold negative opinions based on some unwarranted racial bias, then they
have a problem and it would be better to keep silent and be suspected a fool than to speak up and remove all doubt.
Answer a) contains a preconceived notion about engineers; so those who chose it should not be offended
if engineers (and members of any other occupation) have preconceived notions about them based on
their profession. Note: pocket protectors are good.
Answer b) contains the premise that the audience would actually be offended by a private opinion on
sports. If in fact the audience would be offended by an opinion about whether basketball or racing is
boring (or that sports figures are paid too much), then the audience obviously consists of the type of morons who will find a way to be offended by something, no matter what. The engineers can't do anything
about that level of ignorance on the part of the audience, nor should they cater to it.
Answer c) is based on a level of pandering suitable for a career in politics. It assumes that a statement
about sports equates to a statement about the predominant race of those who play the sport. It promotes
the moronic notion that not appreciating the sport is the same as being prejudiced against the race of
people who play that sport. But on the other hand, it's OK to paper over a negative opinion on the sport
and/or race with a suitably nauseating and insincere compliment.
Answer d) is based on false stereotypes suitable for a career at any of the Marxist mainstream media
outlets, where efficient projection of false stereotypes puts one the fast track to success.
Do not be conned or coerced into believing that every difference of opinion reflects some political issue
that must be resolved by intimidation or ostracism. It turns out that I don't like jazz music. I think it meanders aimlessly; it has no continuity; it emphasizes technical skill at the expense of musical interest. Are
you willing to assume that I am therefore either an Uncle Tom or a Klansman?
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-- § -Answer to Question 74
This is a trick question. All of the answers are wrong.
Answer a) is wrong because the police are not legally required to provide protection to anyone. The police are far too busy answering calls to spend much time protecting one person or a group. (They are not
legally required to respond to a call for help, either.)
Answer b) might work, it might not, but why should a person change their personal habits because someone doesn't like them?
Answer c) is wrong because it is too late for paper shuffling by lawyers.
The homosexual's opinion of the value of his own life is far more important than the opinion of some "legislator" who passed laws to prohibit gun ownership (in effect, outlawing self defense). The homosexual
should get a gun regardless of how many laws he violates. If even 20% of gays armed themselves for
self defense, and if even two or three of their abusers turned up dead or in the operating rooms, there will
soon be far fewer incidents, because people who are offended by the gay lifestyle are not offended
enough to die over it.
In fact, this is how Jim Crow ended. Contrary to some political views, Jim Crow was not abolished because some legislators passed some "equal voting rights" laws, or formally ended legal segregation.
Those laws were passed in the 1960's, after Jim Crow was already on his deathbed, so to speak. Jim
Crow was nearly dead because black people got guns and started shooting back at the Klan. The Klan
was mightily offended by black people asserting their right to life and liberty, but not offended enough to
die over it.
Gun control does not work and those who favor it know it. Here's the proof. Require any police chief,
Mayor, Governor, or legislator who favors gun control to sign the following statement:
I do hereby solemnly swear under penalty of perjury that the gun control laws in effect during my
previous tenure in office guaranteed, and during my future tenure will guarantee, that no member of
any criminal gang or any independent criminal had, or will have, any access to any firearm at any
time for any reason."
No official will ever sign such a statement because they know full well that "gun control" has no effect on
the criminal element. It certainly has no effect on government employees (who are generally exempted
from the law anyway). It only affects the citizens, making them weaker and both the government and the
criminals stronger. Care to guess why most governments favor gun control?
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-- § -Answer to Question 75
This is a trick question; all of the answers are wrong.
It turns out that the responsibility for an incorrect decision in a marriage always falls upon the husband;
there is no need to debate it. The husband is designated per the Bible as having the final say on decisions affecting the family. Since he has the final authority (whether he uses it or not), he gets the final responsibility (whether he is willing to accept it or not).
So, does that sound like a good deal, ladies? You get to blame him for everything? You get to screech
and whine because he has to take the responsibility? Not so fast. The reason he takes responsibility is
because he gets to make the final decision when the two cannot come to consensus. That means, ladies, your husband has the final word on every important issue (except abortion). Not prepared to defer
to his judgment? Well, then ladies, you will make a lousy wife, and everyone will know it. Therefore,
choose for a husband a man you respect as a leader and can trust to make good decisions (even if you
are smarter), and who owns up to his mistakes. If you don't trust his judgment, wait until he matures or
find someone else.
How about you, gentlemen? Do you like the idea of getting the final say, thinking you can yell louder and
intimidate her into taking the blame when things go wrong? Being the husband means being the leader
of the family. Leaders take responsibility for their mistakes; they do not go around blaming their subordinates, or in this case, their partner/wives. So if you think you can do as you please and be as irresponsible as you like, then you will be a lousy husband and everyone will know it. Therefore, choose for a wife
a woman who has confidence in and will respect your judgment, and not spend all her time secondguessing you (even if she is smarter).
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-- § -Answer to Question 76
This is a trick question. All of the answers are false.
Answer a) is false because the realtor has a contract with the seller in regard to showing the house and
acting as the seller's agent, but is not responsible for protecting anyone from anyone. The realtor is an
agent who provides certain services, but insurance against unscrupulous sellers is not one of them. If the
seller claims something about the property is true, the realtor accepts it as true except for patently obvious things like incorrect addresses and the like. Realtors cannot be held liable for crooked sellers' actions unless they were actually in on the conspiracy.
Answer b) is false because although the realtor has a contract with the seller, and the seller writes the
check covering the fee to the realtor, where do you think the seller gets the money for the fee from? He
builds it into the selling price of the house! So the seller does not really pay the realtors' fees, the buyer
does; note that the buyer indirectly pays the fees for a contract in which the payee is working for the
seller. Nice work if you can get it.
Answer c) is false because realtors are prohibited from giving legal advice on transactions to which they
are an intermediary, other than obvious things like which form is to be filled out when making an offer.
Besides, realtors are not qualified to give real-estate advice unless they have passed the state bar exam
(real-estate law being a specialty in most states); if they were lawyers, why would they be realtors?
Answer d) is wrong because the licensing of realtors has nothing to do with the items mentioned. Buyers
are responsible for hiring other specialists to conduct investigations on each of these topics: the buyer
must pay for a physical inspection of the property and report on defects; the buyer must hire an investigator to verify the accuracy of the title; the buyer must hire a specialist to investigate the legal condition of
the property and any remedies.
There is nothing wrong with using a realtor to buy a house. Certainly there are some conveniences: a)
the realtor has access to the home and can negotiate convenient showing times; b) the realtor has access to listings of other realtors, and can act as a "one-stop shop" for all the homes in the area; and c) the
realtor can pre-screen homes for sale in your price range or by type (ranch vs. two-story) or your particular desires (number of bedrooms, etc.). But you should know that realtors do nothing more than this, and
ultimately they work for the seller.
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-- § -Answer to Question 77
This is a trick question. None of the answers are correct.
Answer a) is incorrect because the question was not about what is "cool"; it was about the economic effect of a certain action. If you are one of those who care about what others think, then you, by definition,
are not cool. The truly cool people don't care what people think, which is why people respect them.
Answer b) is incorrect because the question pertains to economics, not the environment. But speaking of
the environment, even if one consumed a "brown bag" every day for 40 years, only a small amount of
wood would be consumed. So, the "environmental effect" of brown-bagging is a virtually a non-issue (it
might make you feel virtuous, but only if you also refrain from using charcoal fires at barbecues).
Answer c) is incorrect because history demonstrates otherwise: a very large number of people spent their
entire lives brown-bagging. Are they to be despised? Well, aren't we hoity-toity?
Answer d) is also incorrect because the total that can be accumulated through investing small amounts is
surprisingly large, due to the effect of "compounding". "Compounding" is a fancy word that means the
growth of a certain sum of money over one year does the same thing for every succeeding year, except in
each succeeding year, the amount grows on the basis of the gains made in all the previous years. For
example, if one invests $500 in one year and it grows by 10%, one will have $550 the next year. If that
$550 grows by 10%, the new total is $605, and so on. After 5 years, the total is $1296.87. This is considerably more than one might expect.
In the example given in the problem, the person saves $5 per day, which is $25 per week, which is $1300
per year. At the end of the first year, he has accumulated $1300 to invest. Now let us use the formula
given in the problem for a 20-year period. It took the first year to get the first $1300, so we want to know
how much that grows for the next 19 years. Here P = 1300, n = 19, and r = 0.08. Thus, the first $1300
grows to $5610.41 at the end of the 20-year period. But that is not the end of the story. What about the
$5 per day he saves and invests during the second year? That $1300 will accumulate for 18 years, which
will grow to $5194.82; the results of two years savings over 20 years is 5610.41 + 5194.82 = $10805.23.
The same behavior occurs for all the other years that he saves and invests. As you can see, it is the
time that makes all the difference. As a concrete example, this $1300 per year, invested with an average
return of 8% for 20 years, returns $54,490. After 30 years, it grows to $147,268; after 40 years, is
$323,775. Now these may not seem like enormous sums. But if you are now 20 years old, think about
where you will be 20 years from now. Would you like to have an extra $54,000 in your pocket then, or
would you rather fritter that kind of money away at $5 per day? It's up to you. You can either patronize
restaurants in the near-term by wasting small amounts on soda and tacos, or you can make yourself rich
in the long-term. When you consider the long term costs of buying lunch, they are not as cheap as they
appear.
The important point here is to watch out for the little things that you spend money on. No one wants to
live like a termite, but restraining the little things, and having the discipline to invest it, will pay off in the
long run. Incidentally, this is one of the positive changes from the administration of President Ronald
Reagan. It was during his administration that the rules were changed such that people of modest means
could save and invest in small amounts, thus building up considerable wealth over the long run.
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-- § -Answer to Question 78
This is a trick question; all the answers are false, because they are all based on the false assumption that
the total economy would remain fixed if the marginal tax rates are changed. Generally (but not always), a
reduction in marginal tax rates causes the people to have more money in their pocket, which they desire
to either save or spend. Spending it means increased demand for goods and services, which is met by
suppliers that expand their businesses, which they do by buying equipment and hiring more people.
These are financed by the portion of money retained by the taxpayers that is saved and invested rather
than being spent. The net result is that although marginal rates are lower, the overall economy is larger
by an amount that offsets the lower marginal rates, and the revenue to the government actually goes up.
The "beast" is fed, not starved. (A similar problem occurs if marginal rates are increased on the argument
that it will increase government revenue. Normally doing so will contract the overall economy due to a
reduction in incentive, and less overall profit potential to businesses. The net result is that government
revenue usually goes down, even though the tax rates are higher.) Reducing marginal rates is a good
policy because it enhances freedom and allows the people to enjoy more of what they earn, but it does
not usually decrease the government's revenue, and does not decrease the government's size. No economic policy established by the government will reduce the size of the government - governments can be
restrained only by political means.
The error in each of the answers lies in the phrase "deprives the government of revenue". The benefit in
answer a) accrues both to the individual and anyone who builds, designs, or sells the cars and appliances; but it is not selfish to provide for oneself.
In answer b) the benefit accrues both to the individual and those who supply education; but it is not selfish
to provide for oneself.
In answer c), the benefit accrues both to others who are aided and to the individual, since he can reduce
his income tax liability by deducting the charitable contribution. Even though he can deduct his contribution, the overall expansion of the economy does not deprive the government of revenue.
In answer d) the benefit accrues both to the individual who receives a return on his savings and investment, as well as those who borrowed it to expand production. The same thing applies to vacations: those
in the tourism industry benefit from increased business. But again, it is not selfish to provide for oneself.
The thing to remember is that while individuals will benefit, the overall expansion of the economy causes
the government to collect more revenue.
Here is an extreme example of how marginal tax rates affect an economy. Suppose Congress was dumb
enough to pass a law which taxed incomes up to $60,000 at 10%, but raised the marginal rate to 98% on
any income over $60,000. In such a scenario, a person would keep 90% of the first $60,000, or $54,000.
But he would keep only 2% of all the income above $60,000. The Table shows net income after taxes.
If your job pays less than $60,000 per year, you will not have to pay the 98% rate, and your effective tax
rate is only 10%. But suppose you had the opportunity to earn $70,000 by working some overtime.
Would you do it? Of course not - why would you, as a rational person, work to earn $10,000 extra if you
only got to keep $200 of it? It is a waste of your time. You would refuse the overtime, and your employer
would either forego the additional production you could provide, or incur the overhead expenses of employing other workers to so the same work. In either case, overall productivity would decrease.
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But it is worse than that. Consider a person already making $100,000. He would only get to keep $800
of the last $40,000 he earned, which is clearly not worth his while. He will do the logical thing and reduce
his work to a little over part-time; that is, limit his income to around $60,000, and enjoy the rest of his time
off. Meanwhile, productivity goes down. What if the person currently earning $100,000 is the only doctor
in a certain town? That town will suffer a reduction of available medical services, due solely to the doctor
making a rational choice over tax rates. As the Table shows, the situation gets increasingly worse as income increases. The net result is that nearly everyone will work up until they make $60,000 and then
take the rest of the year off. The overall result will be a loss of national income, stagnation of the economy, and widespread shortages because not enough is being produced; all due to the 98% marginal tax
rate. The cause is traceable back to a lack of incentive caused by confiscatory tax rates; in fact overall
revenue to the government would also decrease.
But Congress would never admit an error after passing such an idiotic law. Rather than repeal the 98%
tax rate, Congress would then pass another law prohibiting vacations and sick time, and force everyone
to work a full 2000 hours per year no matter how much or little they kept from their income. Such a policy
was once known as slavery; it would now be known as "progressive economics".
Congratulations if you understand the Table and the overall effects on the economy of an extreme marginal tax rate. You are smarter than most members of Congress.
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-- § -Answer to Question 79
This is a trick question. None of them are crooks.
In answer a), considerable evidence came to light that Richard M. "I am not a crook" Nixon had, at minimum, covered up the illegal activities of his subordinates, which constituted obstruction of justice (a felony). But he was never required to answer for it in court; in fact he resigned the office of the Presidency
and was subsequently pardoned by President Gerald R. Ford before he faced removal by Congress. He
was never prosecuted in a legal court.
In answer b), William J. "Perjurer in Chief" Clinton was tried in a political venue (the House of Representatives), but was never charged in a legal venue for his on-video perjury (a felony) in a civil suit while conducting a policy of obstructing justice (a felony) in a sexual harassment case (a felony) filed against him.
He was never prosecuted in a legal court.
In answer c), Franklin D. Roosevelt simply decided that common Americans could not be trusted to possess gold, so he had it confiscated and replaced with paper money. Soon after, he conspired with the
Federal Reserve to devalue the paper money, thus robbing the people of about 40% of their wealth that
was held in gold. But he was never charged with grand larceny (a felony); in defiance of all logic, he is
widely regarded as America's savior, although it was his moronic policies that caused the Great Depression to last a full decade. He died in office, but would probably never have been prosecuted had he lived
since he was so successful at portraying himself as the messiah.
In answer d), Harry S. Truman, Lyndon B. Johnson, Ronald W. Reagan, George H. W. Bush, William J.
"Perjurer in Chief" Clinton, and George W. Bush did not commit any crimes per se in the course of pursuing foreign wars (Truman in Korea, Johnson in Vietnam, Reagan in Grenada, G. H. W. Bush in Iraq and
Panama, Clinton in Yugoslavia and Haiti, and G. W. Bush in Iraq and Afghanistan). (I have omitted the
other minor foreign conflicts and interventions). History has shown that at minimum, the wars in Korea,
Vietnam, Panama, Yugoslavia, Haiti, and the second Iraq war were unnecessary. The decision to go to
war is inherently a political one, and is not covered by statute.
Incidentally, George W. Bush did not lie about the presence of "weapons of mass destruction" (WMD) in
Iraq. We do not know if Saddam Hussein had WMDs at the time but: a) removed them to Syria; or b) had
disposed of them after the First Gulf War of 1991. We do know that most intelligence services believed
Hussein had WMDs. At minimum, Hussein pretended to have them as a way of manipulating and deceiving his enemies. All the members of Congress of both parties who voted for the Iraq War authorization did so based on the intelligence assessment believed Hussein had WMDs (including Hillary Clinton).
Bush, relying on the intelligence assessment, also believed Hussein had them; therefore Bush was not
lying about the evidence as it then stood (lying means to make a statement that you know to be false).
However, Bush did lie about the need to invade Iraq: the lie was that somehow the U. S. was responsible
for enforcing U. N. resolutions.
Therefore, none of them are crooks, showing that every crime is legal and every lie is respected if a person gets elected to a high enough office. Don't forget to vote.
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-- § -Answer to Question 80
This is a trick question. All the answers are false. The problem with the codes developed by the drug
dealers is that each of them appears to be an encrypted text. If it appears to be an encrypted text, especially a simple one that could be developed by non-experts, it will be easily broken.
As for answer e), it is likely that some government agency already has the keys for all commercial software, or has already broken it. Even if they haven't broken it, the government could get a court order to
have the email decrypted by the software developer. It is likely that all data that you store in the "cloud" is
a) for sale by the corporation that owns the "cloud" servers; and b) already available to most government
agencies at their discretion. Don't fall for the ruse that "encrypted" data on the "cloud" is magically safe
from prying eyes. If you want to keep your private data private, store it on a media that you keep in your
house. The best method of protecting your data is to disconnect that media from your computer whenever you access the internet, so it does not become encrypted or downloaded by the criminal element.
The most effective code is the code that does not appear to be a code. The best way to communicate a
secret message is to convey it in such a way that camouflages the fact that it contains a secret message
at all.
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-- § -Answer to Question 81
This is a trick question. None of the answers are correct.
Answer b) is incorrect because licenses are not required to buy a car.
Answers a) and c) are incorrect because car dealers are not required to enforce traffic laws or assist in
the apprehension of wanted persons, but it is possible that some enterprising politician will introduce legislation to require it.
Answer d) is incorrect because car dealers maintain considerable insurance on all their unsold vehicles,
since those vehicles are their stock and source of revenue.
The real reason the dealer wants the license has nothing to do with driving skill or insurance. The purpose of the "license check" is to access the prospective buyer's financial history and credit score, so they
will know what kind of interest rate to offer the buyer on a car loan, or whether to offer the buyer a loan at
all.
Therefore, when shopping for a car that you intend to finance, be sure to know your credit score. Then
you can just tell the dealer what it is as you hand him your license. Better yet, obtain financing from your
bank or credit bureau first, which will allow you to choose the better deal when the car dealer makes you
a financial offer on the loan agreement.
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-- § -Answer to Question 82
This is trick question. All of the answers are false.
Answers a), b), and c) all mention monetary inflation. It is true that monetary inflation has reduced the
purchasing power of the penny, but that is not why the coin itself will be abolished. The real reason is the
opposite: the metal has become too valuable relative to its purchasing power.
Answer d) is wrong because convenience has never been an issue.
The penny was once made of copper, but when the currency was inflated to the point that the cost of
making the penny became greater than its face value, the formula was revised to use cheaper metals.
Here are the dates of minting along with weights and relative compositions from 1783 [1]:
1783 - 1837: 3.1 g copper, total = 3.1 g
1837 - 1857: 2.945 g copper plus 0.155 g tin/zinc; total = 3.1 g
1857 - 1863: 2.728 g copper plus 0.372 g nickel; total = 3.1 g
1864 - 1942: 2.945 g copper plus 0.155 g tin/zinc; total = 3.1 g
1943: 3.1 g steel, coated with zinc (due to shortage of copper for the WW II war effort)
1943 - 1961: 2.945 g copper plus 0.155 g tin/zinc; total = 3.1 g
1962 - 1981: 2.945 g copper plus 0.155 g zinc; total = 3.1 g
1982 - present: 2.4375 g zinc plus 0.0625 g copper; 2.5 g total
So, because of inflation of the currency, the dollar prices of copper and zinc rose until the amount needed
to mint a penny cost more than $0.01 dollar; i.e., it costs more to make a penny than its resulting face
value.
For example, the price of copper today (10 May 2019) is $2.77/lb, which is $6.094 per kg. If the coin
were made of copper, it would cost (3.1 grams/1000 grams per kg) = $0.0188 per coin, just for the material. Zinc now sells for $1.27 per lb, which is $2.728 per kg. With the current formula, the material costs
of a penny are (2.4374/1000)*$2.728 + (0.0625/1000)*$6.094 = $0.007, or seven-tenths of a penny.
In other words, the metals in the penny are too valuable (in dollar terms) to be wasted making units of
currency that have the buying power of $0.01 dollar. That is why the penny will be abolished, and the
nickel and dime shortly thereafter. It is interesting to note that the value of the metal in the penny is 70%
of its face value; that makes the penny the closest thing we have to real money as a store of value.
Here is a recent example of this trend. The Turkish lira was subdivided into 100 kurush, much as a dollar
is divided into 100 pennies. Over time, the Turkish lira became so heavily inflated that the government
began to make coins out of aluminum, including coins of having a face value of several lira. (Aluminum
usually sells for about 60 to 65% of the price of zinc.) But the inflation of the currency progressed so
quickly that the cost of minting even aluminum coins was far in excess of their face value in lira/kurush;
and the aluminum coins were abolished in 1980.
[1]

See www.livescience.com/mysteries/070129_penny.html
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-- § -Answer to Question 83
This is a trick question. None of the answers are correct because the method of analysis is not consistent
with the way rats live.
Most rats live underground, and most are nocturnal. The method of analysis assumed that all the people
and all the rats are on the surface at the same time. But most people in New York City spend some of
their time well above ground in high-rise buildings, whereas most rats spend most of their time underground. It is also true that neither the people nor the rats are evenly distributed. Therefore, the mean
distance between any person and any rat cannot be reliably calculated. If anything, the 13 ft. figure is low
because the distance below ground is not accounted for. The data about rat sightings is not material because the question relates to distance, not necessarily clear-sight distances.
The choices given are wrong for the following reasons. Choice a) is wrong because rats are not smart
enough to perceive the threat from a baseball bat; nor are they smart enough to figure out who owns
them. Choice b) is wrong because it assumes that rats know or care about the income level of people; in
reality, rats will go wherever there is food and a place to nest. Choice c) is partly true in the sense that
averages do not apply, but there is no evidence other than prejudice that rats prefer Hispanic company.
There is no evidence that choices d) or e) are true.
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-- § -Answer to Question 84
This is a trick question. All of the answers are false. He should be confirmed by the Senate if the President wants him to be the Secretary of Education, and there is no evidence that he is incompetent or unqualified for the job. (It's an appointed position over a federal bureaucracy; most departments are on
automatic pilot anyway.)
Answers a), b), and c) are false because his original vote against the Department does not "prove" that he
is opposed to education, teachers unions, teachers, or children; he voted against it because he believed it
was bad policy at the time. His vote had nothing to do with being untrustworthy for the position as head
of the department.
Answer d) is wrong because his original vote does not prove he is unqualified.
Answer e) is wrong because Congress cannot impose these conditions on a Secretary (to do so would
strip the office of its powers, which Congress can do only by legislation). Also, no self-respecting department head would make such a concession, as the office would not be worth having.
It is unwise to assume that a person is unfit or unqualified to head a department simply because he voted
against its creation in the past. Each case must be considered on its own merits; i.e., is the candidate
willing and able to perform the required duties. For example, James Monroe, the 5th President of the
United States, voted against ratification of the U. S. Constitution in the Virginia ratification debates [1].
Monroe voted against ratification because it originally lacked a bill of rights. He wanted a conditional ratification which would not be effective until a bill of rights was established. In the Virginia debate, he stated
[square brackets are explanatory notes]:
"Adopt it [Constitution] now, and it will never be amended [with a bill of rights], not even when experience shall have proved its defects. An alteration will be a diminution of their power, and there
will be great exertions made to prevent it. I have no dread that they will immediately infringe the
dearest rights of the people, but that the operation of the government will be oppressive in operation of time [2]."
Here was a man who believed that the federal government would encroach upon the rights of the people.
Imagine that! He was wrong however about his prediction that Congress and the States would never
propose and ratify a Bill of Rights; they constitute the first ten amendments to the Constitution, and were
ratified on 15 Dec 1791. He was right about the federal government infringing on the rights of the people;
it does so now even with the Bill of Rights. Governments never cease in a quest to acquire more power.
Clearly, Monroe's vote against ratification of the original Constitution did not subsequently disqualify him
for the office of President, nor did he prove to be unfit. As President, he established the only viable foreign policy the U. S. has ever had. It is known as the Monroe Doctrine, in which foreign powers are to
stay out of the Western hemisphere. Incidentally, this policy was established by Monroe, but it was written by John Quincy Adams, who served as Monroe's Secretary of State. J. Q. Adams succeeded Monroe
as President, and was probably our best President overall.
[1]

[2]

The ratification vote in Virginia was 89 to 79; future 4th President James Madison was among those
who voted for ratification; James Monroe, George Mason, and Patrick Henry were among those
who voted against it. See Jonathan Elliott, Elliott's Debates, Philadelphia; J. B. Lippincott, 1881,
Vol. 3, p. 654, 655.
Jonathan Elliott, Elliott's Debates, Philadelphia; J. B. Lippincott, 1881, Vol. 3, p. 630.
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-- § -Answer to Question 85
This is a trick question because there was not enough data provided to solve it. To figure out who is the
most efficient in their energy usage, it is necessary to calculate how many equivalent gallons of gas are
used by each one. The total equivalent amount of gas consumed per person is given by the formula:

total miles
gallons
1

person miles per gallon number of people carried
Person A travels by himself 150 total miles in a car that gets 50 MPG, so he uses 3 gallons per day. Person B travels by himself 24 miles in a car that gets 12 MPG, so he uses 2 gallons per day. Right away,
this shows the need to beware of the euphemisms about relative energy efficiency. In this case, Person
B, who drives a "gas-guzzler", is actually more fuel-efficient than Person A, who drives a "gas-sipper".
Person C drives by himself 10 miles total in a car that gets 25 miles to the gallon, so this portion of his
trips uses 0.4 gallons. Then he travels 40 total miles on the rail line. If the train is full the entire distance
both ways, then the average number of gallons used by person C for this portion is 40/240 = 0.1666. But
if Person C is the only one on the train for the entire distance both ways, the number of gallons used for
this portion alone is 40/2 = 10 gallons. For the two extremes, person C uses either 0.5666 or 10.4 gallons per day. Most likely, his real average usage is somewhere between these, but there is not enough
data provided to calculate it.
Person D travels 32 total miles entirely on a city bus that carries 60 people and gets 4 MPG. If the bus is
full both ways, then the average number of gallons used by Person D is 32/240 = 0.133. But if he is the
only one on the bus both ways, then his average energy usage is the equivalent of 32/4 = 8 gallons.
Again, his average consumption somewhere between 0.133 and 8, but there is insufficient data to calculate his real average usage.
Unless the average number of people riding on the public transportation at all times is known, it is impossible to determine which is the most efficient. Many times one can see city buses traveling empty, and
yet they are consuming energy. Also, public facilities require additional energy to light the parking lots, to
heat, cool, and light the centralized maintenance terminals, etc. The main point here is that when evaluating energy usage, one should reduce it down to either total costs or total energy usage with all these
other factors included. One of the most important factors is the average number of riders per trip on public facilities.
In fact, the better argument for public transportation is congestion relief, not energy efficiency. There are
some places, like New York City, where the subway is clearly better than cars from both an energy usage
and congestion standpoint. It works because there are a lot of riders going from many stops on the line to
many other stops on the line. But such a system may be inefficient in a place like Albuquerque, where
the large number of riders per trip cannot be assured.
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-- § -Answer to Question 86
This is a trick question. You are not responsible for any losses incurred due to fraud. All insurance of this
type is a rip-off, designed to get you, the chump, to pay some of the losses incurred by banks, credit card
companies and other institutions due to fraud, which usually occurs because said institutions are careless
with their records of your financial and personal information. "Insurance" of this type is itself a form of
fraud.
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-- § -Answer to Question 87
This is a trick question. None of the answers are correct.
The answers do not necessarily relate to the issue of how well he covers his man, because they deal
partly with actions against men he was not covering. Second, all of the answers pertain to events that
occurred after the receiver he was covering either attempted a catch or made a catch. They do not indicate, however, the total number of times a covered receiver caught the ball, or how many touchdowns the
receiver made afterwards, or a host of other relevant data. What about a cornerback that was so good
that the opposing quarterback never attempted to pass to the receiver being covered? That cornerback
has perfect pass defense because the receiver he is covering is essentially out of the game. Yet, such a
cornerback would have no statistics recorded: if no passes were ever thrown to the man he was covering,
there would be no opportunity for an interception, breaking up the pass, a tackle after the catch, or forced
fumbles. Statistically, there would be no record that he had never played, although he may well have
been the very best at his position (see Robert James, who played for the Buffalo Bills in the 1960's).
The important point here is to make sure that any statistics being collected are relevant to the question at
hand. It is quite possible that stacks of numbers have little meaning to a player's value in each individual
game; and a statistical evaluation alone is not a sufficiently accurate measure of true ability. This same
principle applies to all other questions in which statistics are used a source material. It is usually much
more important to evaluate both the relevance and completeness of the statistics than to utilize them,
since utilizing the wrong statistics in a correct manner still gives the wrong answer.
For example, suppose there is a rapid increase in the number of part-time minimum wage jobs available,
and they are all filled, some by people who are already working full-time, and some by people who were
not working before. That would be a good trend: more people have a little more money in their pocket,
and they are probably a little more optimistic in general. But it would be wrong to assume from this data
that there will be a surge in the sales of new cars. The reason is that the additional income is still insufficient to finance a new car. In this case, the person who predicts an increase in car sales ignored the
relevance of the improved part-time minimum wage job market to the car industry.
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-- § -Answer to Question 88
This is a trick question. All of the answers are incorrect.
The man's estate received a $250 "death benefit" from the Social Security Administration. Pretty good
investment, don't you think? This will also help some of his beneficiaries get out of debt and pay for a
good education for their children, don't you think?
So where did the all the money he and his employer paid in all those years end up? In reality, it is already gone; it was given out to people who were already retired when the man was working. Had this
man lived to retirement, he would receive his benefits from those still working. Had he lived to retirement,
his retirement benefit over his retired lifetime would probably be less than he would have if he had been
allowed to keep the tax money and invest it. The younger you are, the more likely it is that Social Security will result in an overall loss compared to what could have been accumulated by investing the taxes
you paid in over your working lifetime. Aren't you glad Congress is looking out for you by forcing you to
pay into a system that will, in the long run, have a decreasing benefit compared to the amount paid in?
Some critics have called Social Security a "Ponzi scheme". A Ponzi scheme is designed to defraud investors by paying high returns to those who get in early; they are paid by those who begin investing later.
Usually the so-called money manager is simply robbing most of the investors, and there comes a time
when he cannot attract enough new investors to fulfill the withdrawal promises he made to the existing
investors. The scheme then collapses. That said, Social Security is not a Ponzi scheme, since first, no
claim is made that anything is being invested, and secondly, there is no means to withdraw from the system.
Social Security is often advertised as "old age insurance", but it is not insurance, because there is no formal contract between you and the Social Security Administration specifying the legally binding terms of
payments and benefits. It does not function like an annuity that has a specified death benefit directly related to what you put into it.
Social Security is not a savings program, since although you pay in throughout your working life, you do
not have any control of any account, and if you die before reaching the retirement age, everything you
paid in is lost (except for the $250 death benefit).
Social Security is a transfer-of-payments scheme in which people now working pay benefits indirectly to
those who are retired, with the U. S. government acting as intermediary. The initial idea was to mitigate
poverty in old age as a supplement to normal savings, but has since been transformed into a politically
untouchable "entitlement". It behaves like every other well-intentioned government program: the government makes promises it cannot keep in order to buy votes, and over time if finds that it cannot raise sufficient taxes to fulfill those promises, so it simply reduces the benefits accordingly. In the long run, the
taxes paid in will increase, and the benefits paid out will decrease when considered on an individual basis. The "progressives" and socialists naturally believe the entire economic system should function like
Social Security: that everyone should be dependent on the promises of politicians and bureaucrats. The
newest false claim is that the government can run the entire health care system more efficiently than it
operates now. These are the same people who cannot get potholes filled or streetlights timed correctly.
The important point to remember is that the Social Security system is purely political: the entire system
could be abolished if the economic situation of the nation required it. The people who then lose their
payments will have no legal recourse because there is no legally enforceable contract between the recipients and the Social Security Administration. That is why you should do the best you can to provide for
your own retirement, and if Social Security is still around, it will be a small extra benefit.
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-- § -Answer to Question 89
This is a trick question. None of the suggested answers will occur.
"Full disclosure" in this context means that the candidate will provide only as much information as is
necessary to secure the confirmation by the Senate. The Governor and Senate leaders will first count the
number of votes the candidate already will receive without disclosing anything. Then, they will decide
what information will satisfy whatever number of Senators whose votes they need; they will pick and
choose the least amount to be disclosed in order to get those votes. The data will then be disclosed
secretly only to those Senate members. Those Senate members will state that they are satisfied with the
information provided, and the candidate will then be confirmed.
Did you actually think a candidate for an appointed office would actually provide the public (taxpayers)
with this kind of information? That is not in their interest, and they will do whatever is necessary to avoid
it. The candidate will forego the office and withdraw his nomination before he allows any of this kind of
data to be released publicly.

112

Real World Graduation: The Entrance Exam for Adulthood
Volume 2: The Answers

-- § -Answer to Question 90
This is a trick question. The correct answer is 20%, consistent with the given fact that the probability of
getting a ticket in this area when speeding is 0.2. In the question, it was stated that the long-term probability is 0.2; this data is independent of race, sex, or make of vehicles in a particular case. If the local
police force has biases with respect to race, sex, or make of cars, those biases are already built into the
0.2 number since it is a composite from a large number of incidences over a long period of time. Barring
any additional information about behavior in particular cases, there is no logical basis for assessing the
probability of a ticket in this particular case at anything other than 0.2.
There will be many times when people, especially the progressives and socialists, will attempt to influence your opinion by adding extraneous or irrelevant information into a discussion. Their objective is
usually to get you to jump to an incorrect conclusion based on your biases, while implying that someone
else's biases are at work. Be careful not to be conned with so-called "facts" that are not pertinent to the
question at hand. They are background noise designed to either confuse you or trick you into accepting a
false conclusion.
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-- § -Answer to Question 91
This is a trick question. All of the given answers are false. The correct answer is that requiring government agencies and their employees to comply with this Act would a) force governments and their employees to obey the same laws as non-government employees; b) refute the notion that regulatory and
enforcement government employees are the first class citizens they believe themselves to be; and c) impede the quest by some government employees for the absolute arbitrary power that they so desperately
crave. Exempting governments from obeying the law is fairly common.
Answer a) is false because governments excel at bureaucracy above all else. Manufacture and exploitation of bureaucratic "red tape" is the primary product of government regulators. Far from reducing their
efficiency, it would demonstrate their efficiency.
Answer b) is false because the amount of money spent on regulation is immaterial; all the money comes
from the taxpayer anyway. While many government officials will make this excuse, note that you, the
person, have to pay for the license. There is no concern on the government's part about you having to
divert resources from other more important things.
Answer c) is false because precedence is well-established in the U. S.: federal, States, county, and local;
but that is true only in cases where powers have been granted per the Constitution.
Answer d) is false because this would not reduce the powers of the government; it would enhance them.
This Act would grant an unlimited power to destroy the individual right to keep and bear arms under the
Second Amendment. Remember, if you have to get a license for something, you are in effect getting
permission to do something. If you have to get permission, you are not exercising a "right"; you are begging for a privilege, like the serf in medieval Europe. Do not think that licenses will be "renewed"; there is
no penalty spelled out if the federal government declines to renew any license. This is a confiscation
scheme; the very same tactic was used by Hitler in 1930's Germany.
But we will never hear the end of excuses about why government employees are above the law. Many
government employees are confirmed to high-ranking posts even though they violated a law that would
get you put in jail: failing to pay income taxes, hiring illegal immigrants, giving and taking bribes, etc. But
these excesses of power are all done in good-natured fun. The auditors at the IRS are always happy because they can't stop laughing at taxpayers, who have to sign forms under penalty of perjury and submit
to random arbitrary searches and audits. The clerks at the Motor Vehicle Bureau are always happy because they can't stop laughing at car buyers, who have to take time off from work to stand in line for the
privilege of paying a tax to "register" their car. The inspectors at OSHA are always happy because they
can't stop laughing at small business owners who must submit to warrantless searches of their property
and comply with the arbitrary demands of the inspector to "fix" whatever they decide needs "fixing". The
people on the parole boards are happy because they can place thousands of convicted child molesters
back onto the streets. Never forget who they are laughing at – they are laughing at you.
They are laughing at you because you are a funny person. You actually believe that the government
should exercise only those powers that the people have granted it per the Constitution, and that anyone
who exceeds that power should be immediately removed and prosecuted. Ho, ho, ho - now you really
are a funny person - so funny that you may be on some government list somewhere.
The only solution to this basic problem is to force the various levels of government to return back to
obeying the most basic laws, the respective Constitutions. But this will prove impossible to do, because
the common people do not have the means to force governments to do anything, especially if it conflicts
with the governments' desire for power.
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James Madison already addressed this problem in a section from The Federalist, No. 57. Here he reminds his readers that any government that exempts itself from its own laws has degenerated into a tyranny, and the people who tolerate it have become slaves. It worth quoting in full:
“I will add, as a fifth circumstance in the situation of the House of Representatives, restraining them
from oppressive measures, that they can make no law which will not have its full operation on
themselves and their friends, as well as on the great mass of the society. This has always been
deemed one of the strongest bonds by which human policy can connect the rulers and the people
together. It creates between them that communion of interests and sympathy of sentiments, of
which few governments have furnished examples; but without which every government degenerates into tyranny. If it be asked, what is to restrain the House of Representatives from making legal
discriminations in favor of themselves and a particular class of the society? I answer: the genius of
the whole system; the nature of just and constitutional laws; and above all, the vigilant and manly
spirit which actuates the people of America -- a spirit which nourishes freedom, and in return is
nourished by it.
“If this spirit shall ever be so far debased as to tolerate a law not obligatory on the legislature, as
well as on the people, the people will be prepared to tolerate anything but liberty.”
The important point here is that any law that exempts any government employee from compliance is unconstitutional on its very face, regardless of the excuses and decrees from politicians, bureaucrats, lawyers, legislators, and judges.
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-- § -Answer to Question 92
This is a trick question. All of the answers are false, because all of these policies were implemented by
the Bolshevik Socialists (headed by Vladimir Lenin) who founded the Soviet Union in 1917. History has
shown how well that worked - the Russian people now believe with good cause they are socialism's first
victims.
Regarding answer a), here is how Vladimir Lenin (real name: Vladimir Ulyanov) described the actual policy of eliminating profiteering [1]:
"Clearly, in a small-peasant country, the petty-bourgeois element predominates and it must predominate, for the great majority of those working the land are small commodity producers. The
shell of our state capitalism (grain monopoly, state-controlled entrepreneurs and traders, bourgeois
co-operators) is pierced now in one place, now in another by profiteers, the chief object of profiteering being grain.
We know that the million tentacles of this petty-bourgeois hydra now and again encircle various
sections of the workers, that instead of state monopoly, profiteering forces it way into every pore of
our social and economic organism."
First we must understand the definitions of his terms. The petty-bourgeois and profiteers are any business owners who believe they should earn a salary or keep some reward for taking the risk and managing the enterprise. "State capitalism" means the government owns or controls every entity that produces
goods or performs a service. Here is the translation. The small business owners and farmers are the enemy, and must be liquidated because they are competing with the state-owned and operated industries.
Lenin mentions the production of grain as the main occupation of the profiteers. He solved this problem
by killing all the "kulaks". The kulaks were the small farmers who had run their farms successfully. They
were able to employ other workers, and invest in the latest technology to improve output. Once they were
dead, the Russian people went hungry for 70 years because the state-owned agricultural collectives were
too corrupt and incompetent.
Regarding answer b), here is how Lenin described the actual policy of a socialist government giving up
power [2]:
"The state will be able to wither away completely when society adopts the rule: 'from each according to his ability, to each according to his needs', i.e., when people have become so accustomed to
observing the fundamental rules of social intercourse and when their labor has become so productive that they will voluntarily work according to their ability." [2]
But later he wrote [3]:
"The dictatorship of the proletariat, the proletarian state, which is a machine for the suppression of
the bourgeois by the proletariat, is not a 'form of governing', but a state of a different type. Suppression is necessary because the bourgeoisie will always furiously resist being expropriated."
First we must understand the definitions of his terms. The bourgeoisie consists of all who believe in freedom and private property. The proletariat is supposedly the non-property owning workers, but in fact is
the socialist ruling elite. Here is the translation: the state can cease to exist when mankind establishes
utopia on earth, where everything is so easy to come by that no one will mind a few hours of work here
and there, and there will of course be no need for the government since there will be universal peace and
happiness. This is to occur because the proletariat (ruling socialist elite) has successfully overthrown the
tyranny of business owners and others who believe in private property. But, the people who believe in
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freedom will resist having everything stolen from them by the socialist elite and therefore must be persecuted and eliminated. Therefore, the state must continue to get more and more powerful, and become an
absolute tyranny in order to protect the common people from those who believe in freedom. The government of the Soviet Union exercised absolute power over the Russian people.
Regarding answer c), here is how Lenin described the correct socialist foreign policy [4]:
[Discussing socialist revolutions in Eastern Asia] "The peoples of the East are becoming alive to the
need for practical action, the need for every nation to take part in shaping the destiny of the world.
That is why I think that in the history of the development of the world revolution -- which, judging by
its beginning, will continue for many years and will demand much effort -- that in the revolutionary
struggle, in the revolutionary movement you will be called upon to play a big part and to merge with
our struggle in the international imperialism."
First we must understand the definitions of his terms. The "destiny of the world" is one-world government
headed by the socialist ruling elite. "International imperialism" is any system of government in which the
people are not ruled by the iron fist of conformance-demanding bureaucrats and socialist enforcers. Here
is the translation. The socialist foreign policy therefore consists of provoking revolutions all over the world
in order to impose upon everyone the socialist system. Anyone who believes in freedom or free enterprise must be destroyed; and you will be required to lend your support to the world-wide revolution.
Regarding answer d), here is how Lenin described scientific decision-making policy: [5]
"It should be remembered that the sharp upheaval which modern science is undergoing very often
gives rise to reactionary philosophical schools and minor schools, trends and minor trends. Unless,
therefore, the problems raised by the recent revolution in natural science are followed, and unless
natural scientists are enlisted in the work of a philosophical journal, militant materialism can neither
be militant nor materialism.
First we must understand the definitions of his terms. A reactionary is anyone who opposes socialism; a
philosophical journal is the socialist-approved orthodoxy on any given subject. Militant materialism is the
active promotion of atheism and suppression of all religions except socialism in order to free the people
from the influence of the clergy. Here is the translation. You can have all the scientific advances you
want, so long as they are only used to advance the cause of socialist atheism, where man is required to
worship only the state. The policy of scientific decision-making involves distorting science as required to
promote socialist control over the people.
It is easy to see even from these few fragments that Lenin, the Great Socialist Messiah, was nothing
more than a power-mad babbling moron. There is nothing in socialism that contributes to peace or prosperity, nor is there anything scientific about it. It is brainwashing by sloganeering. Power is conferred not
on the knowledgeable or experienced, but on those who have managed to memorize a few dozen halfbaked socialist slogans from the writings of Karl Marx and Vladimir Lenin. If you vote for socialism, this is
what you will get because every socialist traces his policies back to Marx and Lenin.
[1]
[2]
[3]
[4]
[5]

V. I. Lenin, "Left-Wing Childishness and Petty-Bourgeois Mentality", Section 3, Collected Works,
Vol. 27 (originally published in Pravda, May 1918)
V. I. Lenin, "The State and Revolution", Chapter 4, Collected Works, Vol. 25
V. I. Lenin, "The Proletarian Revolution and Renegade Kautsky", Collected Works, Vol. 28 (originally published in Pravda, 11 Oct 1918)
V. I. Lenin, "Address to the Second All-Russia Congress of Communist Organizations of the Peoples of the East", 22 Nov 1919
V. I. Lenin, "On the Significance of Militant Materialism", Collected Works, Vol. 33
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-- § -Answer to Question 93
This is a trick question. None of the answers are correct.
Answer a) is incorrect because no actor could be dumb enough to believe that his success was outside of
government influence, yet other people require the government to control their lives. There are a total of
zero actors who became wealthy celebrities by acting in government-produced movies.
Answer b) is incorrect because dictators have no use for fairness (otherwise they would not be holding
power), and have no fear of rejection (since the people have been deprived of any means to reject him).
Actors know full well that the amount of publicity given is unrelated to talent.
Answer c) is incorrect because dictators do not have any problems getting their propaganda distributed to
the people; in fact, it is likely the only thing the people ever hear. Actors do not like competition from
other actors or other movie productions, just like dictators.
Answer d) is incorrect because it is the actors themselves that cause most of the chaos on movie sets.
The reason wealthy Hollywood actors support dictators is because they believe that artists like themselves have suffered greatly for their art and for the sake of humanity. Artists always have and always will
(in their own mind) live in poverty for the sake of their art and the advancement of society. Hence, they
favor any dictator who claims to support the poor and downtrodden in the hopes that the same kind of
government will come to exist in America, so that the actor can finally be lifted out of his destitution and
misery and get the recognition he deserves. In other words, the typical Hollywood actor is so divorced
from reality that he actually believes: a) actors and movies are indispensible to society; and b) it is people
like him that the dictators refer to in their phony populist rhetoric.
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-- § -Answer to Question 94
This is a trick question. All the answers are false.
The welfare programs accomplished none of these because the result of these policies, whether intended
or not, was to subsidize irresponsibility, laziness, and dependence. When something is subsidized, more
of it occurs.
Answer a) is wrong because these "welfare" programs kept the recipients in poverty, usually in dangerous
public housing projects, or locked into poor neighborhoods, and nearly always in areas with poor public
schools.
Answer b) is wrong because the people who accepted the payments found it easier to stay on welfare
rather than pursue education or a career. They made a logical economic decision: why work when one
can be paid simply for existing?
Answer c) is wrong because the welfare payments were gradually increased just enough to keep the recipients slightly above the poverty line. But, being locked into poor neighborhoods with deficient school
systems, they and their children found it more difficult to rise to the middle class. The net result was that
a fairly large segment of the population in some cities became completely dependent on the government,
which is to say, the taxpayers.
Answer d) is wrong because these people lose their benefits if they marry someone who is working
(unless they scam the system, which happens sometimes). That keeps them unmarried and dependent,
exactly where the government wants them. Women made another logical choice: who needs husbands if
marriage leads to a loss of benefits? Thus there was built into the system a great disincentive to maintain
the traditional family unit.
The money paid by the government to these women came out of taxes paid by those who worked. The
welfare recipients were in fact sending their bills to other people; they themselves became part of a permanent "underclass" locked into poverty, distress, dependence, and low self-esteem. Guess who they
vote for? They vote for anyone who will give them more out of your pocket (if you are working). Don't
expect to receive any thanks. After all, these payments are now "entitlements".
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-- § -Answer to Question 95
This is a trick question. All the answers are false. The format of the so-called "Presidential Debates" is
either a joint press conference with questions posed by moderators, or a series of call-in questions
screened by a moderator.
Answer a) is wrong because politicians thrive on avoiding answering questions, and will often repeat their
standard rhetoric regardless of the question. The last thing a politician wants to do is explain their policies, since most of them are either: a) so convoluted that no one can understand them; or b) full of optimistic assumptions as to be unrealistic on their face.
Answer b) is wrong because many of the questions do not pertain to policy. Secondly, when the question
is about policy, the candidates are typically required to answer within 30 or 60 seconds. How can anyone
expect a candidate to explain a complete Middle East policy in 30 seconds? No serious candidate would
even try, which is why we get very few serious candidates.
Answer c) is wrong because the moderator(s) choose the questions, regardless of who the sponsor is.
The moderator has every opportunity to ask easy or innocuous questions of their favorite, while reserving
the hard or impossible ones for the other. Also, moderators rarely ask both candidates the same exact
question, so the public does not get to compare answers one-to-one.
Answer d) is wrong because only the candidates of the two main parties are allowed to participate, unless
an independent or minor-party candidate is polling at 15% or better among likely voters (a very high
threshold). The independents and minor-party candidates are generally shut out of the debates altogether in most races for all offices, not just the Presidency.
These so-called debates are nothing more than opportunities for politicians to present their standard
stump speeches to a larger audience, while seeking a chance to come up with a memorable one-liner
that will be repeated incessantly until the election. It is also an opportunity for each candidate to reinforce
a negative image of his opponent, while carefully avoiding any specific policy discussion or review of his
own record. So, why would any intelligent voter waste their precious time listening to what one lying, divorced-from-reality politician says about another lying, divorced-from-reality politician? Intelligent voters
don't - an intelligent voter researches what the candidates voted for in the past and the policies that they
directly enacted. It doesn't matter what a candidate says. The only thing that matters is what they do,
and what they have done in the past is the best indicator of what they will do in the future.
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-- § -Answer to Question 96
This is a trick question. If both stories are read carefully, all of the following are true:
a)
Both defendants came to office on the untimely death of another official of the opposite political
party
b)
Both of the defendants committed the same number of the same crimes
c)
Both received the same sentence (same prison term, same fine, and same restitution)
d)
Neither judge is bound by the sentencing guidelines
e)
Both defendants are now 65 years old, and will be 73 at the end of their sentences
f)
Both prosecutors asked for the maximum sentence
g)
Both defense teams entered the same request for leniency
h)
Both of the defendants will continue to receive their pensions as convicted felons
The only difference in these two cases is that the defendants are from different political parties (Ramsey
is a Republican, and Dunaway is a Democrat). Although the basic facts in both stories are the same,
they were written in such a way as to offer different views on the same subject:
a) Republican Ramsey got a light sentence of 8 years and two months (98 months), while Democrat
Dunaway has to suffer for a whole 98 months.
b) Republican Ramsey was convicted of "many sensational crimes", while Democrat Dunaway was convicted in a "questionable corruption case".
c) Republican Ramsey's defense team made a "bizarre argument" for probation; Democrat Dunaway's
defense team "respectfully petitioned" the judge.
d) Republican Ramsey got his sentence because the judge willfully ignored the higher sentencing maximums, but Democratic Dunaway got the same sentence because the judge unfairly rejected a legitimate leniency request.
e) Republican Ramsey obtained his office because he was an opportunist who "took over" after a tragic
accident, Democrat Dunaway got his by "running successfully in a special election".
f) Republican Ramsey has to pay $100,000 fine, Democrat Dunaway has to pay a "heavy" $100,000 fine
g) Republican Ramsey has to pay a lousy $250,000 in restitution, but Democrat Dunaway has to pay an
entire quarter-million ($250,000) due to harsh treatment by the judge.
h) Republican Ramsey was accepted by the voters for a few years, whereas Democrat Dunaway was
wildly popular (both won their elections by the same margins (two-thirds = 66%)).
i) Republican Ramsey gets his pension in jail through a "quirk in the law"; Democrat Dunaway gets his
pension in jail for his "public service".
j) Republican Ramsey is going to jail and prison; Democrat Dunaway is only in custody.
k) Both will be 73 on their release, but it is tragic only in the case of Democrat Dunaway.
This is the nature of some types of bias in the media. In this instance, the two stories used different
words in different contexts to paint different images, even though the two cases are essentially identical.
This is what the media calls "setting the stage" - slanting the story to promote the interests of their political
favorites.
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-- § -Answer to Question 97
This is a trick question. All of the answers are wrong.
Answers a) and b) are wrong because the U. S. Supreme Court ruled in Bartnicki vs. Vopper (532 US
514) that publishing classified information is not illegal unless the reporters or news organization did
something illegal to obtain the information [1]. The same reasoning applies to answer c).
Answer d) is wrong because (if the news articles are correct), Mr. Tamm never worked on the surveillance
activity directly, and therefore technically does not know, and therefore could not reveal, how NSA operated.
What is likely to happen is an investigation into the multiple levels of leaks on this matter:
a)
If it was an NSA program, and Mr. Tamm was not "read into" it, how did he learn enough about it to
provide accurate data for the New York Times to publish? Either there was a large breakdown of
security among those actually working for NSA, or there were other, far more important leakers
than Mr. Tamm.
b)
How did the government learn about the disclosure to the New York Times a year before the
newspaper went public in December of 2005? Did they find out at that time who leaked it?
c)
How did Newsweek find out that Mr. Tamm was one of the leakers, if Mr. Tamm had been promised anonymity by Mr. Risen and Mr. Lichtblau (both of whom declined to confirm to Newsweek that
Mr. Tamm was one of their sources)?
But make no mistake about one thing. None of the people mentioned, whether government employees or
not, will ever be prosecuted for any of this. The reason is -- they are fully paid-up members of the ruling
elite.
There are two things we do not know, and probably will never know. First, we will never find out what the
NSA is actually doing. The second is why the big tough guys in Congress (you know, the ones who are
always claiming that they work 24 hours a day protecting your rights) did not lift a finger when they found
out about a domestic surveillance activity being conducted by NSA that is not publicly authorized by Congress. What were the members of Congress doing during all of 2006 and the first half of 2007? There
must have been a lot of fund-raisers in those years.
[1]

See www.search.com/reference/NSA_warrantless_surveillance_controversy
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-- § -Answer to Question 98
This is a trick question. All of the answers are wrong.
Answer a) is wrong because Johnson justified the war in Vietnam by a patently false claim about an incident that allegedly took place in the Gulf of Tonkin.
Answer b) is wrong because Bush pushed for Prescription Drug benefits (an expansion of Medicare) for
the poor and middle class; also Bush, as President, cannot cut taxes (Congress does).
Answer c) is wrong because Johnson became President upon the assassination of John F. Kennedy in
1963; he retained his office by defeating Goldwater in 1964.
Answer d) is wrong because Bush was born in Connecticut and raised in Washington DC while his father
was CIA Director and Senator; Johnson was born and raised in Texas.
As far as policy goes, there is no difference at all between L. B. Johnson and G. W. Bush. Both of them
adopted the failed foreign policy of Woodrow Wilson (to try and solve every nation's problems) and the
domestic policy of Franklin Roosevelt (minimize the liberties of the American people). It makes you wonder why the mainstream media loved one (Johnson) and hated the other (Bush). The answer should be
obvious: Johnson was a Democrat.
We are seeing the same thing now in extended form with President Donald Trump. Some commentators
have accused the mainstream media of having "Trump Derangement Syndrome" as the root cause of
their hatred of Donald Trump. It is true that they hate Trump, but it's not personal. The mainstream media hates Trump because he is neither a fashionable card-carrying socialist nor a recognized member of
the ruling elite.
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-- § -Answer to Question 99
This is a trick question. The correct answer is "none of the above".
Answer a) is obviously wrong because there are many things that are not illegal (spending one's entire
paycheck on gambling and not paying their other bills), but are certainly immoral.
Answers b), c), and d) are wrong because the relatives are being paid from contributions to the officeholder's campaign or contributors to the political action committee (PAC). In other words, the only people
who are being ripped off are the ones dumb enough to contribute to a Congressman's campaign or PAC.
But what about the case where the campaign is funded is partly through the federal matching funds,
which is taxpayer money? Isn't the taxpayer being ripped off? Of course, but that's why taxpayers exist
(or so they believe in Congress). Besides, money spent on relative's salaries is that much less available
for political ads, in which the Congressman lies to us about what a great job he's doing preserving our
liberties as well as other assorted fables. We the taxpayers would be better off if all the campaign funds
were simply diverted to the relatives, so long as we could be spared the political ads.
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-- § -Answer to Question 100
This is not a trick question. As you no doubt have observed, all of the preceding questions on this test
were trick questions. But in this case, there is no trick: the correct answer is b) No. Multiple choice questions, by their very nature, restrict the kind of answers that you can give.
Two-year-old children have a reputation for being very difficult. It is because they are first learning that
such a thing as choice exists, and they want to exert some control by making choices. The best way to
deal with children passing through this stage is to always give them a choice, so long as any of the
choices are acceptable to you. Explain to them that they are big kids now, and so they should decide
what to do (which plays into their impulses). For example, if you, the adult, has determined that it is their
bed-time, give them a choice: a) eat a cookie, then take a bath, then brush their teeth, then go to bed; b)
eat a cookie, then brush their teeth, then take a bath, then go to bed; c) take a bath, eat a cookie, then
brush their teeth, then go to bed; or d) a spanking, and then go straight to bed without their teddy bear.
As the adult, all the choices are acceptable to you, and it won't matter which one they pick. If they refuse
to choose any of the options, choose either a), b), or c) for them. If they choose d), give them d); they
will not choose it tomorrow. The main point is that you gave them limited choices which they desire (although they are not conscious of it), all of which reflected your desire to get them to go to sleep. So it is
with multiple-choice questions. Each of the choices reflects the biases, preferences, and objectives of the
person who made up the question. If the correct answer is not present in the list, it is because the person
who made up the possible answers either: a) does not know the correct answer; b) does not want you to
know or to give the correct answer; or c) does not want you to believe you are smart enough to think beyond the choices given.
Refer back to the introduction to the test. There it was stated "To make it more interesting, I have eliminated the essay format, and have instead adopted a multiple-choice question format." That statement is
patently false. The multiple-choice question format does not "make it more interesting"; but it makes it
easy for anyone who administers a test to maintain control over the acceptable answers.
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-- § -Answer to Question 101
This is another trick question. Note that the question explicitly asks for your opinion, not to determine a
fact, a logical conclusion, or the best answer. Therefore, it does not have a correct answer, because an
opinion is what it is. In the absence of underlying facts or relevant rules of logic, an opinion cannot be
graded right or wrong.
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3
A Closing Note to the Reader
______________________________________________________________________________
There are four reasons why I wrote this book. First, it was done to encourage you to think critically about
everyday problems. I am confident that you are capable of critical thinking; I am not confident that our
modern educational system has given you sufficient practice of it, or that you are confident of your abilities. Maybe this book will help change that.
Secondly, I left off all the correct answers to the first 99 questions to illustrate the point that real life consists mostly of trick questions. I am confident that most of you perceived that trick early on; I encourage
you to keep it in mind as you transition to the adult world. You probably have noticed that many of the
answers are critical of socialism and "progressive" ideas. Those ideologies have never worked for regular
people, and they never will work. Don't be afraid: when presented with a list of options that are consistent
with some socialist notions, you can be sure that all those options are false and unworkable. In that respect, this "exam" is also a warning.
Third, I wanted to invoke a little humor in the course of analyzing these questions; hopefully some of you
got a good laugh at the ridiculous suggested answers I provided. It is all harmless fun: I do not wish to
embarrass anyone or make anyone feel like they are stupid. The main point is for you to be fooled once
in a manner that doesn't matter, so you won't be fooled in real life.
Fourth, and most importantly, I desired to help you recognize that you cannot believe much of what you
see, read, and hear; everything needs to be examined closely, with supporting data. A great deal of what
passes for "news" in these days of the internet and cable TV is mostly either propaganda or clever advertising. Some may perceive my answers as cynical; so be it. I am trying to show you the cold hard truth.
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