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Abstract: This September marked the 75th anniversary of F.A. Hayek’s pivotal essay, “The Use of Knowledge in
Society.” This essay is not only a noteworthy advance in Hayek’s critique of central planning, it provides valu-
able conceptual tools for other forms of institutional analysis. This author closes by showing how certain in-
sights of Hayek’s essay, along with complementary Hayekian insights about competition as a ‘discovery proce-

dure’, can be applied to the issue of ‘school choice’

his September marked the 75t anniver-

sary of what is perhaps F.A. Hayek’s most
influential and well-known essay, “The Use of
Knowledge in Society.”! In it, Hayek draws at-
tention to the fact that the most relevant
knowledge for economic decision-making is
not the general knowledge of the economist or
philosopher, but rather the dispersed, local,
and often tacit knowledge of myriad individu-
als in an economy. Although his primary con-
cern is to show the irresolvable problems of
central planning, his insights in this and other
related essays have many implications and ap-
plications, both within and beyond the field of
economics. Two applications I will briefly dis-
cuss are in the areas of knowledge manage-
ment and education reform, in particular what
is called 'school choice'.

1 The American Economic Review 35 (4) (Septem-
ber 1945): 519-530. It was reprinted in F.A. Hayek,
Individualism and Economic Order (Chicago: The
University of Chicago Press, 1948), 77-91. Hereaf-
ter, I will cite from the reprinted version.

2 Ibid., 77.

Mathematical Models and Real Econ-
omies

Hayek begins “The Use of Knowledge in Soci-
ety”? by sharing some of the same concerns he
had in “Economics and Knowledge,”3 an essay
in which he notes a tendency of certain econo-
mists to ignore the economic problem of
knowledge because perfect knowledge is al-
ready assumed in their models. More specifi-
cally, they are working with mathematical
models of ‘perfect equilibrium’—the market
clearing price at which there are no shortages
or wasteful surpluses—with assumptions of
perfect knowledge and perfect competition.
Such economists tend to ignore the problem of
knowledge in the real world, which is never
perfect, and thus miss the more interesting

3 Presidential address delivered before the London
Economic Club, November 10, 1936. Appearing in
print in Economica IV (new ser., 1937): 33-54. This
was reprinted in Individualism and Economic Or-
der, 33-56.
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question of precisely how markets ever tend
toward equilibrium in the first place.

The problem of market coordination is more
obvious if one considers Hayek’s point that
most of the economically relevant information,
such as the relative importance of various eco-
nomic ends in the minds of individuals, are
known only to those same individuals, 4 and
very often, Hayek later implies, tacitly. The
economic problem, according to Hayek, is thus
how to use this knowledge. He believes this
has been neglected by economists who model
their methods on the natural sciences: a meth-
odological criticism Hayek presents in various
places.5

Dispersed and Tacit Knowledge

Hayek states that virtually everyone has some
advantage of knowledge over everyone else
because of the knowledge unique to one’s van-
tagepoint of “time and place.”¢ For some jobs,
one receives formal training, learning the
basic concepts relevant to the job. But in al-
most every job, Hayek adds, there is much that
one must learn on the job.

This is worth examining closer. To carry out
one’s job it is often the case that one must

4+ Hayek, “The Use of Knowledge in Society,” 78.

5 See, for instance, F.A. Hayek, The Counter-Revolu-
tion of Science: Studies on the Abuse of Reason
(Glencoe, IL: The Free Press, 1952).

6 Hayek, “The Use of Knowledge in Society,” 80.

7 Michael Polanyi, The Tacit Dimension, with a new
foreword by Amartya Sen (Chicago: The University
of Chicago Press, 2009 [1966]), 4.

8 Idem., Personal Knowledge: Towards a Post-Criti-
cal Philosophy (Chicago: The University of Chicago
Press, 1962 [1958]), 49-50.

9 Ibid., 54. This all relates to Polanyi’s treatment of
‘indwelling’: how we dwell in tools or media and
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become familiar with one’s environment,
one’s craft (know-how); one must sometimes
even develop skill in applying conceptual tools
(intellectual know-how), as well as job-related
familiarity with other persons, either those
with whom one must work or, more im-
portantly, customers. Although within a firm,
for instance, there is both formal and informal
communication of such information, much of
the economically relevant knowledge remains
at any given time or sometimes indefinitely as
tacit or inarticulate. And even when such tacit
knowledge is made partly explicit it will al-
ways include a tacit element.

There are many examples of such tacit
knowledge in daily life. You might, for instance,
be asked for directions to a certain restaurant,
only to realize that while you could easily
drive there without any difficulty, you still
cannot successfully give directions to some-
one else. As Michael Polanyi says, “we know
more than we can tell.”?

In Personal Knowledge, Polanyi points out how
little most swimmers know about what makes
them float, or how little bicyclists know about
what they are doing to keep balance.8 He also
discusses the skill of perception acquired by
medical diagnosticians.® Medical technicians,
for instance, are trained to perceive objects in

they thus become extensions of our bodies or even
minds—e.g. the hammer becomes an extension of
our body as we our ‘focal’ attention is on the task
we are trying to achieve, pounding in the nails; or
words on a screen become transparent as we focus
on the ideas they convey, in that sense our minds
dwell in the words to gain access to their meanings.
When we dwell in such things, they go into our
background attention, what Polanyi calls our ‘sub-
sidiary awareness’. Some things that are in our
‘subsidiary’ awareness were never objects of our
focal attention and our knowledge of them remains
to varying degrees tacit. See ibid., ch. 4 and the
chapters that follow.
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an x-ray or sonogram that might appear only
as random shapes to laypersons. Such techni-
cians have likely learned to see the objects
spontaneously, without needing to con-
sciously consider the clues upon which they
rely for such perceptions. These are all exam-
ples of what is called know-how and it can
range from know-how in more physical activ-
ities to the intellectual know-how of a scientist
or theoretician.

Know-how is a certain type of knowledge by
familiarity. Unlike knowledge of mere facts,
knowledge by familiarity—e.g. familiarity of
persons, places, concepts, etc.—always fea-
tures at least a tacit component, no matter
how thoroughly one discusses the things
about which one is familiar. For instance, if
you were asked to describe one of your par-
ents, when you finished speaking it would be
unlikely you have expressed everything you
know about your parent—in fact there is
much about them you do not yet know how to
put into words, even if you had the time. One
example of a type of knowledge by familiarity
is what Thomas Aquinas calls, according to
standard translations,
ledge’.1% Connatural knowledge is a sort of fa-
miliarity with what is good that allows people,
whether articulate in ethics or not, to recog-
nize certain actions as noble or others as
wrong. If a good-natured student is asked by a
teacher why murder is wrong, he or she might
not know how to explain it without having the
slightest doubt that it is still wrong.

‘connatural know-

Similarly, we must rely on a tacit sense of
tradeoffs in our daily purchases. And it is the
same for managers of the company, who de-
velop over time, and with the aid of much ex-
plicit knowledge, a sort of familiarity with

10 See Thomas Aquinas, Summa Theologiae, 11-1], q.
45, a. 2. See Taki Suto, “Virtue and Knowledge: Con-
natural Knowledge According to Thomas Aquinas,”
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their craft, with their plant, and with their cus-
tomers. With such matters in the background,
a good manager will make decisions for the
company based on his or her best judgment.
Entrepreneurs will similarly look for opportu-
nities in the market based on a good deal of
background knowledge they have of the in-
dustry or of consumer preferences.

Hayek’s concept of dispersed or localized
knowledge is not the same as inarticulate or
tacit knowledge, but his account of dispersed
knowledge nonetheless implies that it is often
tacit, and thus the two concepts are naturally
complementary. Some dispersed knowledge is
already explicit in the minds of those who pos-
sess it, and inarticulate knowledge can often
be made explicit at varying costs of time and
mental energy. However, articulation of tacit
knowledge is sometimes beyond the ability of
the one who possesses it, or other times it only
becomes explicit to oneself when one encoun-
ters a situation, problem, or question that re-
lates to it. Articulation is an achievement,
sometimes relatively easy, other times quite
difficult, as the history of philosophy shows.

Economic Decision-Making in a Dy-
namic Economy

Let us now return to Hayek’s essay, where he
proceeds to elucidate the dynamic nature of an
economy and what effect this has for decision-
making within it. It is understandable, he says,
that some economists think that a modern
economy is much more static than premodern
economies, given their preference for static
models and statistical aggregates.1! But that is
an illusion. Underlying such aggregates is a dy-
namic process of constant change.

The Revew of Metaphysics 58 (September 2004):
61-79.

11 Hayek, “The Use of Knowledge in Society,” 82-3.
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The ivory tower economist need only spend a
few weeks with the manager of a business to
see that adjustments are constantly being
made to adapt to changes in the company, to
keep costs down in the midst of competitive
pressures and constantly changing relative
prices, and to adapt products to consumer
preferences. Thus, the economic problem “is
mainly one of rapid adaptation to changes in
the particular circumstances of time and
place...”12 But if the relevant information for
making such rapid adaptation is most often
knowledge possessed only in dispersed and
often tacit form, then it is clear to Hayek that
such decisions must be left to those with the
relevant localized knowledge.13

Let us step back again to evaluate Hayek’s
point. Even if we only considered local
knowledge that can be easily transmitted in an
articulate form, and even beyond the prohibi-
tive costs of communicating such know-
ledge—not Hayek’s concern in this essay—the
sheer quantity of this information, on any
given day, would be far too much for any one
planner or planning group to use. Moreover,
much of the information is based in the tacit
sense of individual agents, a tacit sense
grounded in familiarity with the realities most
relevant for achieving the company’s goals.

To further complicate things, judgments about
the relative importance that certain goods and
services have in relation to substitute goods
and services is likely to only be known to such
dispersed economic agents when they are
forced to make economizing decisions related
to those goods and services. For example, Bob,
manager at the automobile plant, might more
easily and happily find a substitute for steel
screws than would Carl at the cabinet factory.
Yet it is likely that both Bob and Carl would

12 Ibid., 83.
13 ]bid., 84.
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only recognize these relative preferences
when confronted with a decision that con-
cerns them.

That is, in the very act of deciding—and, we
can add, having the benefit of prices as a meas-
ure—they learn something about their own
evaluations of the relative utility of these
goods. The relative value that either Bob or
Carl places on steel screws in relation to sub-
stitutes, and precisely what each considers a
true substitute, is the sort of information an
idealized central planner would want to pos-
sess. Yet, that is not the sort of information
Bob and Carl could just write down in advance.
For a planner to possess such information for
all the myriad individuals in an economy is, of
course, impossible.

The Problem of Coordination

At this point, we see how only decentralized
decision-making can utilize the most econom-
ically relevant knowledge. But without a cen-
tral planner, how would economic activity be
coordinated? How could decentralized deci-
sion-makers be expected to coordinate among
themselves in an efficient manner? Is this not
just another knowledge problem, just as pro-
hibitive as the one Hayek has highlighted?

The answer Hayek gives, following his mentor
Ludwig von Mises, is that rational coordina-
tion is made possible by the price system,14 a
price system only possible, by the way, in a
system of decentralized decision-making: it
both depends on decentralized economic deci-
sion-making for its emergence, and it makes
coordination possible for that same decentral-
ized system.

14 Ibid., 84-5.
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Given the complex interrelated phenomena of
an economy and its relationship to the com-
plex world in which it is situated, Hayek notes
that “there is hardly anything that happens an-
ywhere in the world that might not have an ef-
fect on the decision [that the economic agent]
ought to make.”15 But that does not mean that
each such individual needs to know every-
thing about the various factors that affect his
or her decision:

It does not matter for him why at the par-
ticular moment more screws of one size
than of another are wanted, why paper
bags are more readily available than canvas
bags, or why skilled labor, or particular ma-
chine tools, have for the moment become
more difficult to obtain.1¢

Hayek gives a helpful example of what would
happen if something caused a spike in the
price of tin.17 Most people in an economy
would not need to know what caused the spike,
and this, he says, is crucial, for otherwise we
would run into another knowledge problem.

We can draw out the general implications of
his point without following his example to the
letter—and please forgive my ignorance about
these industries. Companies that mine tin
might want more information about the cause
of the price spike to see if it would be worth it
to make longer-term investments, for instance,
in mining equipment or mines. Similarly, pro-
ducers of mining equipment would likely find
that information relevant for the same reason.
Others in the mining industry with less inter-
est in long-term investments in tin but plenty
of short-term flexibility to shift resources to
tin and back when things change might not
need to know the cause of the spike. In either

15 Ibid., 84.
16 Tbid.
17 Ibid., 85-6.
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case, such decisions to shift resources toward
mining tin would eventually increase the sup-
ply of tin, limiting or eliminating shortages,
and would thus put downward pressure on its
price.

Producers of other goods with production
process involving tin might consider the pos-
sibility of substitutes, some ultimately opting
for substitutes, others not, depending upon
their specific circumstances and preferences.
Firms switching to substitutes would in turn
put downward pressure on the price of tin and
upward pressure on the price of those substi-
tutes, and this would also put upward pres-
sure on substitutes to the substitutes, if the
price increase in the former led to more pur-
chases of the latter. At the level of ordinary
consumers, those who would otherwise con-
sume tin, or purchase products whose prices
were affected by tin’s increased price, might
also opt for substitutes. And again, those doing
this would put upward pressure on the price
of those substitutes. The choice of consumers
to economize tin would contribute to the
avoidance of shortages and would also put
downward pressure on the price.

The overwhelming majority of economic
agents in this scenario need no further
knowledge about tin than the fact that its price
has increased. As Hayek explains, the whole
market acts in a unified fashion without any
individuals or groups knowing the whole mar-
ket but because different spheres of the econ-
omy “sufficiently overlap so that through
many intermediaries the relevant information
is communicated to all.” 18
agents, responding only to price signals, tend
to adjust purchasing, production, and invest-
ment behavior in a way approaching the

Thus, economic

18 [bid., 86. Hayek makes an important point about
how this system works worse where prices are
rigid, or we could add a fortiori, where they are ma-
nipulated.
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counsel of an ideal central planner, limiting
the problems of both shortages and wasteful
surpluses—with surpluses indicating a use of
labor and capital that would have been better
used on other things.

Is the market perfectly efficient? No, but per-
fect efficiency is unattainable. What is im-
portant is that the market is far more efficient
than any other option. We can share Hayek’s
“marvel” that it accomplishes what it does.1?
How could humanity have happened upon
such a system that no human mind could have
ever designed? And yet, as Hayek points out, it
is precisely because it is not a product of hu-
man design that so many have been tempted
to replace it with a better “plan.” Hayek dedi-
cates a section of this essay to highlighting the
price system as an example of an evolved
‘spontaneous order’'—terminology he bor-
rows from Michael Polanyi2—which is an or-
der that emerges without any conscious hu-
man design. This idea of spontaneous order
would be a major theme in Hayek’s work from
the 1940s on.

Complementary Developments

It is worth briefly mentioning another aspect
of the market economy that makes possible
greater use and transmission of knowledge—
competition. Hayek discusses this in “The
Meaning of Competition”2! and “Competition

19 Ibid., 87.

20 See Michael Polanyi, “The Growth of Thought in
Society,” Economica 8 (November 1941): 428-456.

21 The Stafford Little Lecture delivered at Princeton
University on May 20, 1946, reprinted in its sub-
stance in Individualism and Economic Order, 92-
106.

22 Trans. Marcellus S. Snow, The Quarterly Journal
of Austrian Economics 5, 3 (Fall 2002): 9-23. Trans-
lation from German of F.A. Hayek’s “Der Wettbew-
erb als Entdeckungsverfahren,” a 1968 lecture
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as a Discovery Procedure.”22 As regards com-
petition, Hayek’s emphasis on knowledge is
complementary to economic analysis in terms
of incentives. Certainly, through the incentive
of profit and loss, competition motivates busi-
nesses to better meet the preferences of cus-
tomers and at a lower price than competitors.
Those who succeed at meeting customer pref-
erences for both quality and price will gener-
ally win out. But viewed from Hayek’s ‘epis-
temic’ lens, competition is also a ‘discovery
procedure’ that promotes the acquisition and
greater use of economically
knowledge. Consider how Henry Ford’s pro-
duction methods, first leading to the remarka-

valuable

ble success of Ford Motor Company, were then
imitated by competitors, thus driving down
the price of cars even further and making the
whole economy wealthier.

Other Developments and Applications

Hayek’s notions of dispersed, localized
knowledge and the implied, complementary
notion of tacit knowledge have numerous ap-
plications outside Hayek’s initial use of
them.23 Above, I briefly allude to a considera-
tion that is absent from Hayek’s essay but dis-
cussed by others, namely, the issue of the cost
of transmitting knowledge, and, I add, the cost
in terms of time and mental energy of convert-
ing tacit knowledge into an articulate form

whenever that is possible. It would be a

sponsored by the Institut fiir Weltwirtschaft at the
University of Kiel. It was published as No. 56 in the
series Kieler Vortrdge.

23 See, for instance, the many applications of these
ideas in Thomas Sowell’s Knowledge and Decisions,
with a new preface by the author (New York: Basic
Books, 1996 [1980]), a book for which Hayek gave
a glowing review, “The Best Book on General Eco-
nomics in Many a Year,” Reason (December 1981),
https://reason.com/1981/12/01 /the-best-book-
on-general-econo/.
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misunderstanding of Hayek’s point in “The
Use of Knowledge in Society” to think that the
cost of transmission was the main reason a
central planner could not use the economi-
cally relevant yet dispersed knowledge in so-
ciety. Nonetheless, consideration of the cost of
knowledge acquisition and transmission is an-
other useful tool for analyzing and evaluating
institutions.

Other Applications

Knowledge Management—Since the 1990s
there has been growing interest in manage-
ment circles of these basic ideas, along with
Michael Polanyi’s ‘tacit knowledge’, in the field
of ‘knowledge management’.

An anecdote that is sometimes shared in such
circles is the story of how Xerox technicians
transmitted to one another their solutions to
problems customers were having with Xerox
machines.24 Higher-ups in the company were
under the impression that the training and
manuals they offered the technicians were ba-
sically sufficient. They did not realize that
these technicians frequently needed to come
up with creative solutions. Management was
also unaware that the training of these techni-
cians continued in the form of informal discus-
sions with their colleagues, for instance, while
eating lunch. Thus, such informal meetings
were highly valuable to the company as a low-
cost, and effective solution for transmitting
knowledge. This is worth keeping in mind for
organizations who might want to promote

24 See Julian E. Orr, Talking about Machines: An Eth-
nography of a Modern Job (Ithaca, NY: ILR
Press/Cornell University Press, 1996).

25 See Sowell, Knowledge and Decisions. He dis-
cusses this concept frequently throughout the en-
tire book.
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other informal knowledge sharing opportuni-
ties (e.g. water coolers or coffee machines).

Later Xerox wanted to make better use of such
dispersed knowledge. It thus developed a pro-
gram, called Eureka, that incentivized techni-
cians to share their solutions through a data-
base. The program was a great success. The
stakes were high because failure to solve tech-
nical issues sometimes resulted in the com-
pany losing thousands of dollars to replace
equipment. However, it is important to recall
what | said before, that some dispersed
knowledge is not only costly but for practical
purposes impossible to articulate, or impossi-
ble to record and transmit in advance because
it only revealed in highly contextualized situa-
tions. There are thus constraints of both cost
and sometimes possibility on its transmission.
It follows from this that there should also be
consideration of what Sowell calls the “locus of
decision-making.”25 That is, it is often best to
give more decision-making power to lower-
levels of organization so as to utilize relevant,
yet dispersed and tacit, knowledge.

Education Reform—The slogan ‘school choice’
refers to a set of policy proposals aimed at giv-
ing parents more choice with respect to their
children’s education. Such policies include
freedom to homeschool or enroll students in
private school, freedom to enroll in other geo-
graphical districts (‘open enrollment’), the es-
tablishment of charter schools, and the grant-
ing of school vouchers (and various alterna-
tives). There are important ethical argu-
ments 26 for such proposals, for instance,
based on the harm certain government poli-
cies have on the relationship between parents

26 See Melissa Moschella, To Whom Do Children Be-
long?: Parental Rights, Civic Education, and Chil-
dren’s Autonomy (New York: Cambridge University
Press, 2016).
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and their children, by divesting parents of re-
sponsibilities that are significant to that rela-
tionship. There are also important arguments,
going back to Milton Friedman’s 1955 article
“The Role of Government in Education,”27 that
such

‘school choice’ policies represent a superior
institutional process. This type of argument
can be supplemented by Hayek’s insights con-
cerning the discovery, use and transmission of
knowledge.28

Trends in American Public Schooling Since 1970

200 A+
T otal Cost
180 A Employees
= = e Enrollment
160 A .
e R cading scores
140 A Math scores
Science scores
120 A
£ 100
=
S 80
a
60 E
40 A >
”
”
20 - i
I’ -
N i o ==
0 e A ——,—— T
N e am e —-——-
—20 T T T T T T T
1970 1976 1982 1988 1994 2000 2006 2012

Sources: US. Department of Education, “Digest of Education Statistics”; and NAEP tests, “Long Term Trends, 17-Year-
Olds.”

Note: “Total cost” is the full amount spent on the K-12 education of a student graduating in the given year, adjusted for infla-
tion. In 1970, the amount was $56.903; in 2010, the amount was $164.426.

(Andrew J. Coulson, “State Education Trends: Academic Performance and Spending over the Past 40 Years,” Cato Insti-
tute, Policy Analysis, n. 746 (March 18, 2014), https://www.cato.org/sites/cato.org/files/pubs/pdf/pa746.pdf. Ac-

cessed September 24, 2020.)

A very strong argument for school vouchers,
going back to Friedman, relies on the concepts
of incentives and competition. According to

27 In Economics and the Public Interest, ed. Robert
A. Solo (New Brunswick, NJ: Rutgers University
Press, 1955), 123-44.

28 Cf. Inés Gregorio, “Liberty in Education: an appli-
cation of Hayek and Humboldt's perspectives,” Cos-
mos & Taxis6 (2018): 30-41, https://cosmos-
andtaxis.files.wordpress.com/2018/10/gre-

gorio ct vol6 iss1 2.pdf. See also John E. Coons
and Stephen D. Sugarman, Education by Choice: The
Case for Family Control (Berkeley: University of
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this argument, it would be better if the govern-
ment took the same tax money allotted for a
child to be spent on public schools and gave it

California Press, 1978), 52-61, where these au-
thors emphasize the unique competence of parents
to make decisions for their children due to their
unique knowledge and care for the individual chil-
dren. For another application of some of these
ideas to the issue of the family, see also, Clara E.
Jace, Centrally Planning the Family, Public Discourse

(September 24, 2020), https://www.thepublicdis-
course.com/2020/09/70068/.
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back to parents in the form of a voucher to
spend on alternative means of education. Such
a solution would better align incentives and
bring with it the benefit of competition. Par-
ents can be more reliably expected to use this
allotted funding in such a way that favors the
educational interests of their children. Moreo-
ver, this would force schools to compete for
the parents’ interests. This would not create
competition where there was none. Rather it
would make it so that competition was more
between schools, competing for the approval
of parents, and less parents competing with
the interests of unions, administrators and bu-
reaucracies.

In a competitive environment, schools will ei-
ther improve or perish, and those schools that
survive will do so because they have better
met the preferences of parents for the educa-
tion of their children. In the United States,
public money spent on primary and secondary
education more than doubled in the last forty
years on a per pupil basis. All the while, public
school performance has not improved signifi-
cantly by any of the available testing metrics.
To paraphrase Friedman, it is clear we have
been subsidizing institutions rather than peo-
ple, or as Corey DeAngelis of the Reason Foun-
dation puts it, systems rather than students.

Hayek’s analysis in terms of the use and trans-
mission of knowledge is also relevant here. A
better institutional process for education in-
volves the use and transmission of relevant
knowledge. Parents can reliably be expected
to have privileged knowledge about their own
children and their specific needs. Who could
deny this? Divesting parents of responsibility

29 Julian Le Grande, The Other Invisible Hand: Deliv-
ering Public Services through Choice and Competi-
tion (Princeton: Princeton University Press, 2007),
76.

30 Corey A. DeAngelis, Twitter post, July 16, 2020,
8:32 PM,
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for the education of their children allows
much of this privileged knowledge to go to
waste (and this same principle applies to
teachersin relation to administrators, bureau-
crats, or politicians).

Certainly, most parents are not experts on ed-
ucation, but they are adults who generally—
exceptions treated as such—can be relied
upon to care about their children’s education
and have a general sense of whether their chil-
dren are receiving a quality education. Moreo-
ver, ‘arising tide lifts all boats’: if some parents
are better than others at recognizing the qual-
ity of their child’s education, providing im-
portant feedback—the
knowledge—especially in how they spend
their educational funds, then this will improve
the quality of education for all students. Julian
Le Grand, in The Other Invisible Hand, high-
lights evidence that school choice, done right,
not only improves the education of students in
general, it even improves the performance of

transmission of

public schools, who now have to compete with,
and learn from, competitors.2?

With school choice, creative solutions will
arise, and the solutions that work best will
have a competitive advantage. As Corey A.
DeAngelis points out, 30 if you gave parents
vouchers representing the $15,000+ dollars
spent per pupil on public education in the
United States, a teacher could presumably
start a micro-school of 10 students, pulling in
$150,000+ in revenue. I do not know if this
would be the ideal model for most children,
but it gives us an idea of the range of possibil-
ities. We will learn what works better though
the ‘discovery procedure’ that is competi-

https://twitter.com/DeAngelisCorey/sta-
tus/1283922534744952832: “We spend $15,424
per child per year in public school. Imagine if that
money went directly to families. A teacher could
set up a microschool with just 10 students and pull
in $154,240 a year.”
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[=—c-s=21
tion—a kind of education itself, now in the ser- political economy and other types of institu-
vice of education. tional analysis. This essay of Hayek’s develops

on his earlier lecture/essay “Economics and
Knowledge,” and is later complemented by his
essays “The Meaning of Competition” and
“Competition as a Discovery Procedure.” To-
gether these essays capture the core of
Hayek’s treatment of the systemic discovery,
use, and transmission of knowledge. And, on

Conclusion

With respect to the implications and applica-
tions of these Hayekian insights, I have only
scratched the surface. “The Use of Knowledge
in Society” contains a concise presentation of
certain key aspects of Hayek’s contribution to

this the 75t anniversary of Hayek’s pivotal es-
say, they are ideas worth celebrating. m
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