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00 O O How does all this happen(]

The short answer is that it is the result of market prices and the incentives and coordinationthat flow from them. To
the economist, the operation of markets including your local grocery market is like the brushstrokes underlying a
beautiful painting. Reflecting on this point, Friedrich Hayek speculates that if the market system hadbeen
deliberately designed, it would be "acclaimed as one of the greatest triumphs of the human mind[J

" Similarly, computerscientist John H. Holland argues that, from the viewpoint of physics, the feeding of millions of
New Yorkers day after daywith very few shortages or surpluses is a miraculous feat [ see the quotations at the
chapter openingd .Amazingly, markets coordinate the actions of milhons of individuals without central planning.
There is no individual,political authority, or central planning committee in charge. Considering that there are
nearly 300 million Americans withwidely varying skills and desires, and roughly 25 milhon businesses producing a
vast array of products ranging from dia-mond rings to toilet paper, the coordination derived from markets is
indeed an awesome achievement.This chapter focuses on supply, demand, and the determination of market prices.
For now, we will analyze the opera-tion of competitive markets that is, markets where buyers and sellers are free to
enter and exit. We will also assume thatthe property rights are well defined. Later, we wil consider what happens
when these conditions are absent.
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