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Introduction

Something is wrong with democratic capitalism. The economic system that has undergirded 
most of American history and helped produce broad prosperity across generations is now in 
danger of collapse. Incomes for most Americans have stagnated, and families find themselves 
in an increasingly precarious state. People no longer feel like the system of democratic capital-
ism is working for them.


To protect democratic capitalism business executives, political leaders, educators and citizens 
need to take positive steps to right the ship. For Roger Martin, business professor and former 
dean of the Rotman School of Management at the University of Toronto, the problem lies in our 
cultural and economic obsession with efficiency, and the solution lies in balance—that is, strik-
ing a healthier balance between efficiency and resilience.


Through a comparable balance of data, anecdotes, and personal experience, When More Is 
Not Better illustrates how the two strategies of efficiency and resilience are often at odds with 
one another, leading decision-makers to opt for short-term gains over long-term sustainability. 
Our models for the systems that underpin the economy further encourage the myopic view that 
efficiency can only ever be a good thing.


The result of this is a feedback loop, whereby the effect (efficiency) becomes the cause of ever 
more of the effect. In turn, the equitable distribution of income and resources becomes ever 
more unequal: The rich get richer and fewer in number, while the poor get poorer and more 
numerous. As businesses, markets, and political leaders focus on efficiency to the detriment of 
resilience, they expose their institutions to external shocks.


When More Is Not Better is not just a diagnosis of a problem; much of the book offers real-
world prescriptions for how democratic capitalism can be saved from itself. Martin cogently 
argues that we live not in a finely tuned economic machine, but rather a complex adaptive sys-
tem—more akin to a rainforest than an engine. By reflecting on our systems and models as 
such, we can achieve ever greater outputs that match the broad prosperity once viewed as the 
envy of the world.


1) Unequal economic outcomes are getting worse, and 
people are losing faith in capitalism.




The economic system we take for granted—that of market-driven supply and demand and the 
private ownership of the means of production—is falling out of step with the democratic pres-
sures meant to ensure more equitable outcomes.


This has been happening for some time, to the point where the US economy is no longer as 
resilient as it was even during the Great Depression. This is especially true for the middle class. 
In the 23-year period between 1953 and 1976, median family income rose by 72 percent. Over 
the next 40 years, the same figure increased by just 26 percent.


Moreover, the typical American family in 1929—on the eve of the worst economic Depression 
in American history—had to wait 15 years to double their income. But it would take an average 
family in 1976 a whole century to do the same. Of course, the low point of the Depression saw 
steeper declines, but with perseverance the recovery was much faster. Perhaps more impor-
tantly, the fact that American capitalism recovered strongly after the Depression helped to rein-
force public confidence in the system.


But the old adage “a rising tide lifts all boats” no longer applies. The trend for the last few 
decades has been one of grueling stagnation. Whereas economic growth used to benefit the 
poorest segments of the population, it increasingly benefits the rich and the rich alone.


This is a trend not readily illustrated by the data, which show continual economic expansion 
over the last few decades. The problem is that most of the growth has been captured by the 
wealthy Americans that are often credited with creating it. 


It used to be that if workers produced more economic output for their employers, they were 
compensated with better wages—wages that mirrored the increase in output. That all changed 
beginning in the early 1970s. Between 1973 and 2017, while productivity grew by 77 percent, 
wages grew by just 12 percent. So where has all that surplus value gone? Into the hands of the 
rich.


Accordingly, people have fewer and fewer reasons to hold faith in a system that is not working 
for them and shows no signs of improving. In this environment, Martin points out, a darker nar-
rative has taken hold—one that says capitalism is no longer about everybody working hard and 
getting ahead. Rather, it is about the benefit of overall economic growth flowing so dispropor-
tionately to the rich that there just isn’t enough left for average Americans to advance. 


It should come as no surprise that people are losing faith in the system of democratic capital-
ism.


2) Models Are Imperfect and Frequently Misleading

We use models to simplify the complexity of the real world, and through those models we 
make decisions and take actions in the systems that our models are meant to represent. 


It’s easy to understand why we do this. An idea is better understood if depicted as something 
familiar. The problem is that no model can be thorough enough to account for the complexity 
of certain systems, especially those as complicated as a global economy. That doesn’t mean 
we should avoid models altogether, just that the models themselves need to be constantly re-
examined and revealed for their flaws.




Nowhere is this more evident than in the prevailing model of the U.S. economy, which is that of 
a machine or car engine. Each job is a cog in the machine that is the company, which itself is a 
cog in the larger U.S. economy.


But the desired outcome of the machine is not the same as our desired outcome for the econ-
omy. Engines are designed with the goal of efficiency in mind, but the goal of an economy is 
merely to grow. Efficiency can help toward that end, but by viewing the economy as a machine 
we overestimate the value of efficiency in achieving an end that is not befitting the model.


Based on that core principle, economists, lawmakers, and managers adopt or enact measures 
that encourage ever greater efficiency. And they have been encouraged in this endeavor by 
several influential thinkers.


In the late 18th century, Adam Smith advanced the theories of the “invisible hand” of the mar-
ket and the “division of labor.” 


The theory, which underpins market capitalism, holds that an unfettered market of buyers and 
sellers establish, without oversight, a price that represents the required resources to bring a 
product to market. In supplying the market, the “division of labor” helps produce goods more 
efficiently and lower the price by breaking down manufacturing tasks into distinct tasks, which 
quickens production while minimizing labor costs, thereby delivering ever greater efficiency.


So what’s the problem? As with most things, too much of a good thing is a bad thing. In the 
case of democratic capitalism, the tools—or proxies—we use to measure and drive efficiency 
are turning our pursuit of efficiency into a destructive force.


3) The Curve Is Flattening

As mentioned, models are not all bad; the problem is the tendency to cling to models that are 
not appropriate. One useful model for understanding an ideal distribution of wealth and re-
sources in a capitalist democracy is a Gaussian distribution, also known as a “bell curve” be-
cause it resembles a bell.


Used in the natural sciences, the Gaussian curve is revealed in the distribution of data for a 
given population or dataset. Map out the entire range of students’ heights in a graduating 
class, for example, and you’ll find a great bulge in the center around the median height, with 
the shortest and tallest extremes fading away in either direction. As you add more observa-
tions, the mean becomes more stable over time, and the dispersion around the mean—the 
“standard deviation”—also stabilizes.


The same curve can be used to model an ideal distribution of wealth and resources in a capi-
talist economy, with the middle class represented by the big bulge in the center. (This also ex-
plains why political interests center on the middle class.)


As far as models go, the Gaussian narrative was a reasonably good description of the Ameri-
can political economy for most of American history. But that’s no longer the case. As the say-
ing goes, the map is not the territory; it is just a model of the terrain. The same is true for eco-
nomic models like the Gaussian distribution of economic prosperity. The median family income 
is increasing much less rapidly than before, and the distribution of incomes is becoming in-
creasingly skewed. 


One part of the problem is that the proxies we use to gauge success or prosperity often end up 
standing in for reality itself. This is true for businesses as well as public policy. In the minds of 



their users, proxies have become indistinguishable from the efficiency they are meant to mea-
sure—a process known as “surrogation.”


An example: Today’s stock price is viewed as the all-encompassing valuation of a company. 
The job of the executive, therefore, is to increase the stock price in order to maximize value, 
which establishes a host of competing incentives for shareholders, executives, workers, and 
policymakers.


While often beneficial for high-income earners and investors, this model of prosperity and the 
surrogation of its proxies is producing outcomes that are at odds with the ideal vision of the 
Gaussian curve and more in tune with a differently shaped, unstable, and problematic curve 
known as a Pareto distribution.


4) Hyper-Efficiency Leads to Pareto Outcomes

Like the effect of gravity, our obsession with ever-greater efficiency is pulling down the Gauss-
ian bulge represented by the middle class. It is morphing the curve into a slope, whereby the 
vast majority of constituents are found on the lefthand side, as an ever-smaller proportion of 
the super-rich stretches out to the right. This curve presents as a downward exponential slope.


There is no meaningful mean or median in a Pareto distribution, but it is useful to consider in 
that, unlike a Gaussian curve, a Pareto distribution is interconnected: The points on the graph 
affect ever more of the distribution trend as more pressure is added.


This can be understood in the context of the economy as the pursuit of efficiency: the pressure 
to lower labor and procurement costs, the elimination of slack, the monopolization of indus-
tries, the opening of markets through trade tariffs and the resulting consolidation of competi-
tion.


All this results in profits being concentrated in a handful of companies. The middle class, 
meanwhile, is either disappearing or stagnating. Income and wealth are becoming fundamen-
tally Pareto distributed. The pie is getting bigger, as it is supposed to, but the vast majority of 
every dollar of economic growth is landing in the laps of a small minority of American citizens 
and companies.


Contrary to what you might think, this is not making any of the systems producing this out-
come any more stable. In nature, systems involving a small number of hyper-efficient actors are 
always vulnerable to external changes. It is only those who adapt to those changes who sur-
vive. 


It turns out this is true for economic systems as well. Rather than producing resilient ecosys-
tems, our obsession with efficiency is producing fragile monocultures—markets, businesses, 
and systems that work well only within narrow environmental circumstances. Moreover, these 
systems are not isolated or protected from one another; they are interdependent. 


5) The Economy Is Not a Machine; It’s a Rainforest

For decades, we’ve been encouraged to think of the economy as a complex machine. But this 
model has serious flaws, and those flaws have hindered the goal of creating a more equitable 
and prosperous economy.




More than just a helpful analogy for explaining how the system works, the machine model is 
used to train students, managers, executives, and economists. Business schools break down 
the pieces of the machine into their constituent parts—marketing, finance, human resources, 
etc.—and then teach them as if they exist independently of one another.


We do the same at the level of public policy, with independent analysis for labor economics, 
industrial organization, firm microeconomics, fiscal policy, etc. The assumption is that these 
different parts add up to a predictable whole, which can be optimized through the dogmatic 
pursuit of efficiency.


Martin offers a more complex model—that of a natural system, like a rainforest. These systems 
are non-additive, non-linear, and constantly changing and adapting. The economy exhibits 
such a complex system in three ways:


1. Natural systems are not the sum of their parts. It is not possible, for example, to add up the 
individual features of a rainforest and predict the weather. Similarly you cannot add up the 
outputs of the economy and predict its behavior. This was evident in the housing market 
collapse, wherein attempts to tinker with the piece parts—through interest rates and securi-
tized mortgage bundles—ended up creating a bubble, which in turn caused the 2008 finan-
cial crisis. 

2. In natural systems, the relationships between inputs and outputs are non-linear. Taking a 
cue from chaos theory, Martin refers to the famous question, “Does the flap of a butterfly’s 
wings in Brazil set off a tornado in Texas?” The implication is that the causal relationships 
between factors in a system are often non-linear and unpredictable. This explains why eco-
nomic forecasts are so frequently wrong. 

3. Natural systems continuously adapt. All the participants are constantly striving to optimize 
the outputs for their own benefit. And that process of optimization is rarely beneficial for the 
system as a whole. Sales incentives lead agents to focus on faster and easier payoffs; capi-
tal markets work around sweeping regulatory acts; CEOs are incentivized to produce stock 
market volatility at the expense of long-term value; high-speed traders (HSTs) pounce on 
any opportunity to shorten transmission times between stock exchanges, elbowing out tra-
ditional trades in the process. In others words, people game the system.


 
All this allows selfish, short-term interests to prevail over measured, long-term ambitions. 
Moreover, the machine metaphor for the economy causes us to defend these gaming opportu-
nities as improvements in efficiency. When the “improvements” fail, a new wave of regulations 
arrive with the intent of fixing the problem for good—but the gamers will always find new ways 
to game the system, to leverage efficiency toward their own end. And efficiency can only ever 
be good, right?


6) Efficiency vs. Resilience: Strike a Balance

Our obsession with efficiency comes at a loss to resilience. This is true for economics and 
businesses alike. Martin cites the bankruptcies of Toys R Us and iHeartMedia as cautionary 
tales of efficiency run amok: Both companies were acquired through leveraged buyouts (LBO), 
with the goal of leveraging up their capital structures by replacing expensive equity with cheap 
debt.


The imposition of debt was designed to optimize overheads and produce value for sharehold-
ers, but the success of such a scheme is predicated on predictable cash flows. As Martin 



points out, the belief that such precision is possible is itself rooted in a model in which compa-
nies operate as cogs in a machine. All it takes is a slight downward swing for the entire struc-
ture to collapse.


Contrary to the LBO strategy, a capital structure based on a relatively high proportion of equity 
can increase a company’s resilience to downturns, sort of like how people who lose their jobs 
are better off if they’ve already paid off their house and don't have to make mortgage payments 
while unemployed.


For Martin, the central challenge for democratic capitalism is to strike a healthier balance be-
tween efficiency and resilience. It is a delicate balance with danger on both ends.


Pursuing complete resilience and no efficiency is as fraught as pursuing efficiency with no re-
silience. Competition ensures that a system built entirely for resilience, with no regard for effi-
cient performance, will almost certainly be overwhelmed by a more efficient adversary. That’s a 
trend found in natural systems as much as economic ones. But more and more efficiency flat-
tens a Gaussian curve into a Pareto distribution, as the more efficient agents consume larger 
and larger chunks of value, generating a feedback effect where the effect becomes the cause 
of more of the effect.


Martin argues that to achieve such a balance, economic systems must consider three core fea-
tures of a natural system: its complexity, its adaptivity, and its systemic structure. 


1. Designing a system for complexity involves introducing friction that will hinder its efficient 
extremes. Business leaders, regulators, and lawmakers need to establish rules that moder-
ate the amount of pressure applied to a system, which, if left unchecked, will flatten the 
Gaussian curve.


2. For the sake of adaptability, systems must be designed to balance the drive for perfection 
with the drive for improvement. In a natural system, there is no destination or end to the 
journey. The participants just keep adapting to how it works. Therefore, an economic sys-
tem must be tweaked on a continuous, incremental basis—sort of like software updates—
with no illusions about providing “the perfect answer.”


3. With respect to systemic structure, systems must be designed to balance connectedness 
with separation. Mass interconnectedness, while efficient, often results in mass calamity—
like a wildfire or financial collapse. “Firebreaks” or “circuit breakers” can be introduced to 
create some separation between dependent systems.


7) Four Goals for Business Executives

Martin cites Joe’s Stone Crabs as the ideal example of a company that makes tweaks to adapt 
in a complex adaptive system. The Miami Beach restaurant pursues inefficiently high compen-
sation for both its employees and suppliers, inefficient use of table space, inefficient sale of 
low-priced entrees, and inefficient harvesting of a single claw from every crab caught. But all 
that generates impressive sustainability, such that the restaurant has been around for over a 
century.


To achieve such long-term success, business executives need to do four things:


1. Turn your back on reductionism. Reducing a system to its constituent parts overlooks the 
mutually interactive nature of those parts. Workers, for examples, are not merely expensive 
nodes of productivity to be optimized through ever cheaper labor divisions. They are part of 
a system that includes both employee and customer satisfaction. Instead, executives 



should embrace the reality that a business is a complex adaptive system, in which the sub-
systems are highly inter-dependent, and over-optimizing one part can compromise the op-
timization of another part, leading to alienation and disengagement from the people that 
need to be engaged.  

2. Recognize that slack is not the enemy. As discussed, friction can be used to temper the 
Pareto-generating impulses of maximal efficiency. “Slack” is just the manifestation of fric-
tion. For example, it is smarter to shut a factory machine down periodically for preventative 
maintenance, which introduces slack in the form of downtime, but it reduces the chance of 
catastrophic failure later on. Similarly, Costco, Trader Joe’s, and QuikTrip introduce slack in 
the form of higher wages, more training, and overstaffing, resulting in superior customer 
service and experience. Moreover, defining the total absence of slack as a perfect state and 
treating it as an achievable goal is a fool’s errand that encourages ever more efficiency at 
the expense of resilience.  

3. Guard against surrogation with multiple measures. As discussed, over-reliance on mod-
els can lead to surrogation, whereby the model stands in for reality itself, discourages 
adaptation, and exposes the system to vulnerabilities. To defend against a proxy becoming 
the surrogate for a model, business leaders should use multiple measurements. Contradic-
tory proxies encourage managers to think more creatively and comprehensively about the 
various parts in a system, and it discourages the slavish pursuit of a single number or data 
point. 

4. Realize that monopolization is not a sustainable goal. Monopolies and mergers are de-
fended in court for their promised efficiency, which result in improved value for customers. 
This is almost never the case. Just as in nature, monopolies do not last because they have 
little incentive to adapt, innovate, or satisfy the needs of customers and constituents. Once 
the market changes or a competitive feature is introduced, the monopoly flails and fumbles. 
This is shown in the failure of cable oligopolies to adapt to the recent trend of “cord-
cutting,” and in Microsoft’s inability to compete in the smartphone market. As Martin puts 
it, “A great company needs great competitors to stay great.”


8) An Agenda for Political Leaders

Lawmakers needs to adopt a whole-cloth, continuous approach to regulation.


In the US, financial markets are regulated by a hodgepodge of narrowly focused agencies, all 
operating independently of and, in some cases, in competition with one another. This only 
serves the interests of those who wish to game the system, and as Martin has shown, game 
they will.


A good contrast is the Canadian financial system, which is regulated by one entity, the Office of 
the Superintendent of Financial Institutions (OSFI). The Canadian regulatory system mirrors the 
connectedness of the financial system; it is not restricted or partitioned to service individual 
parts. It introduces friction into the system by prohibiting mergers that might have proved prof-
itable and efficient in the short-term, but ended up protecting the institution from shocks in the 
long-term. The fact that Canada’s largest banks have overtaken many of the leading American 
banks, which fumbled and declined through the financial crisis, may have something to say 
about the wisdom of such an approach.


Martin recommends six strategies for regulating financial markets with the aim of striking that 
critical balance between efficiency and resilience:




• Write Revision into the Laws You Make: Legislation cannot and should not be viewed as a 
perfect or permanent solution. New regulations need to be passed with explicit instructions 
for periodic review or sunsetting, much like is done with rules in the NFL or in developing the 
annual flu vaccine.


• Seek Mental Proximity when Designing Policy: That means designing rules, models, or 
incentives with the intended user in mind—not the inhuman automaton we’re invited to think 
of through data and focus groups. 


• Dial up Productive Friction in Trade: Most developed countries restricts competition in 
sensitive sectors of their economies. These frictions help to buoy industries of critical eco-
nomic value to the working population. Through free trade deals, however, America has opt-
ed for efficiency and open markets over long-term resilience.


• Fight the Giants: As discussed, monopolies create fragile monocultures that, while efficient, 
are vulnerable to external shocks. The sacrifice of efficiency in this context—through tough 
antitrust laws—should be viewed as an investment in a more robust and innovative system.


• Extend Time Horizons: Our present view of the economy encourages short term, anti-re-
silient behavior. Nowhere is that more evident than in the capital markets, where high-speed 
traders reign supreme. It also appears in short-term efficiency proxies like workforce reduc-
tion, outsourcing, and off-shoring. Lawmakers need to create incentives for adopting long-
term proxies and progress measurements, such as the Long-term Stock Exchange (LTSE) 
and tenure-based voting rights.


• Return to More Progressive Tax Rates: The four-decade experiment in low marginal effec-
tive tax rates on high incomes has not produced the promised results. Why? Because having 
wealth is causally linked to acquiring more wealth still, and so on. This is a symptom of a 
Pareto distribution, whereby the effect becomes the cause of more such effects, leading to 
the kind of mass inequality we see today. A more progressive tax rate will introduce the fric-
tion needed to build a more resilient economy.


9) An Agenda for Educators

Much of our obsession with efficiency stems from our education, and is thus difficult to un-
earth. Martin recommends four strategies for educators to help students rethink or reduce their 
predilection for short-term efficiency.


• Temper the Inclination to Teach Certainty: As discussed, models are not the reality, but the 
way we teach them encourages students to think of them that way. Curricula implicitly teach 
that there is only one right answer, and standardized testing reinforces this thinking. There 
needs to be room for more creative, flexible thinking that invites students to consider alterna-
tives. In fact, studies have shown how student collaboration, critical thinking, and creativity 
skyrocket when the goal of certainty is replaced with the goal of reflectiveness.


• Stop Teaching Reductionism as if it is a Good Thing: Reductionism refers to the siloing or 
compartmentalization of subject matter. Much like business schools partition finance and 
marketing departments, or corporate boards set performance goals that are divorced from 
the reality of job performance, students are taught each subject as if the others don’t exist. It 
may be the more efficient approach, but it feeds into a narrow view of reality. A more integra-



tive approach is needed not just for managing businesses, but for teaching students how to 
think about and understand the world.


• Help Students Appreciate the Power of Directly Observable Data: For the sake of devel-
oping more grounded models, students need to be encouraged to interact more closely with 
the real world. Data does not appear mysteriously without context; it has a real-world under-
pinning that often gets lost in professional or economic applications. Students need to learn 
that data, both qualitative and quantitative, is more powerful when gleaned from watching 
real people engage in real activities.


• Elevate the Appreciation of Qualities: We need to inculcate a balance between the manipu-
lation of quantities and the appreciation of qualities. While present in the humanities, the ap-
preciation of qualities happens only rarely in the teaching of the natural sciences. As a result, 
we produce students who lack balance. They are overconfident in the correctness of their 
models and the incorrectness of others.


 
Talking Points 
American democratic capitalism is now more vulnerable than it was during the Great Depres-
sion. The Depression hit the incomes of the top-earning Americans more severely than it did 
average incomes, resulting a broad sense of unity regarding the situation. Today, while the me-
dian family is stagnating as never before, the top 1% are doing better than they have ever done 
in American history, and there’s not sign of that trend slowing down.


Efficiency is not always optimal precisely because its achievement does not account for its ef-
fect on other things over time. For example, the security of a supply chain imparts value over 
time. The willingness of suppliers to invest in innovation matters over time. But these details 
disappear from the equation when procurement costs are surrogated for efficiency.


The Pareto distribution is named after the 20th century Italian economist Vilfredo Pareto, who 
observed that 20% of Italian families owned 80% of Italy’s land. The remaining 80% of fami-
lies—those who owned no land—farmed the land owned by their rich landlords.


The internet has slashed costs and increased connectivity, making systems more efficient but 
less resilient to shocks or long-term viability. One example is the 2003 blackout, which cut 
power to the entire U.S. northeast and some parts of Canada, because a single power line in 
Ohio touched a tree branch. Martin argues that separation is sometimes warranted—and is, in 
fact, a historical feature of productive economies, such as with the Glass-Steagall Act of 1933, 
which created a “firebreak” between the banking and securities sectors.


The gaming of capital markets has driven a wedge between today’s stock market and its origi-
nal intent, which was to help businesses grow by issuing public stock. This trend reveals itself 
in a single statistic: Between 1997 and 2015, the number of public companies in the US has 
fallen by half (from 7,507 to 3,766), while private equity investment has skyrocketed.


To illustrate the important of balance between efficiency and resilience, Martin points to the 
2011 Fukushima nuclear reactor disaster. To make the plant more resilient and prevent a low-
probability disaster, the authorities could have sealed the nuclear facility in layers of redundan-
cy. But the cost would have been so high as to be economically unviable. 




Through interest rates, the US Federal Reserve Board introduces the kind of friction the econ-
omy needs to temper the harmful effects of too much efficiency. If the board feels the economy 
is veering towards a bubble or inflation, it boosts interest rates to slow growth.


Both the restaurant and hotel industries are characterized by low pay and high employee 
turnover. But some of the most resilient businesses in those markets practice the opposite. 
Joe’s Stone Crabs began offering health insurance, pensions, and profit-sharing for workers 
back in the 1970s. Four Seasons Hotels and Resorts provides employees with the best pay, 
best eating and changing facilities, best training, and best career development in the industry. 
Both are among the most successful competitors in their respective markets.


Citizens themselves have the power to balance the system for more favorable outcomes. Mar-
tin recommends four strategies: Utilizing their purchasing power through multihoming and buy-
cotts; engaging in collective action in the face of political inaction; insisting on reciprocal politi-
cal relationships; and making their votes count by combatting gerrymandering. 


Interactive

Martin’s argument against the Pareto-generating consequences of short-term efficiency applies 
at both the micro- and macro level. He makes a compelling case that citizens, as well as busi-
ness executives, teachers, and policymakers need to think more reflectively about how their 
decisions impact the economy, their businesses, or the communities in which they live and 
work.


In your capacity as a professional, leader, business owner, or community member, list three 
ways in which you can strike a better balance between efficiency and resilience.


Now think more broadly about those strategies. Are you attempting to “perfect” a problem 
through a sweeping act of change? Or are you viewing the proposed solutions as part of a 
longer-term project, one which tweaks and revises to adapt to inevitable changes?


Martin consistently argues against the rigid use of models for understanding reality, but he 
does not dismiss them entirely. In thinking about your role as a leader, professional, or citizen, 
what model can you use to better understand the complexity of the system you operate in?


Taking a closer look at that model, what problems do you find? What alternative ways exist to 
understand the system, and how might a strategy for success be formed that introduces fric-
tion and limits the push toward maximum efficiency?


Reading Quiz

Time for a pop quiz! Studies show that tests and quizzes can boost your recall of what you’ve 
read. So let’s lock in your learning about the problems and pitfalls of economic efficiency.


1. What shape does a Gaussian distribution take?


A) A straight line

B) A declining slope

C) An upside-down bell

D) A bell


2. What shape does a Pareto distribution take?




A) A straight line

B) A downward exponential slope

C) An upside-down bell

D) A bell


3. A complex adaptive system is best illustrated by which of the following?


A) A car engine

B) A rainforest

C) A weather forecast

D) A solar system


4. Complete the following: Today, the wealthiest 1% of Americans are_____


A) Doing better than they have ever done in American history.

B) More financially vulnerable than they’ve been since The Great Depression.

C) Taxed at the highest rate since The Great Depression.

D) At the far left end of the Pareto distribution.


5. What is proxy surrogation?


A) A goal set by managers to improve corporate performance.

B) When a commonly used economic model that is proven to be flawed is used for decep-

tive purposes.

C) A process whereby a measure for a desired outcome becomes a stand-in for that out-

come.

D) The gradual process of lowering the cost of supplied inputs.


6. As antitrust laws have weakened in recent decades, corporations have been allowed to 
merge under which of the following defenses?


A) The proposed merger would result in greater market resilience

B) The proposed merger would result in greater efficiency.

C) The proposed merger would result in greater value for shareholders.

D) The proposed merger would result in greater value for customers.


7. Which of the following is not an example of a high-efficiency practice crowding out long-
term resilience?


A) Leveraged buyouts.

B) Tenure-based voting rights.

C) Minimizing labor costs.

D) High-speed trading.


8. What’s one reason, according to Martin, why the number of public companies in the US has 
been on the decline since the mid 1990s?


A) Excessive regulation has made it difficult for startups to go public.

B) The gaming of capital markets discourages investment banks from spending capital on 

IPOs.

C) Income inequality has produced fewer startups.




D) Regulations have made it more onerous for companies to seek public markets as a 
source of capital.


9. What is reductionism in the context of education?


A) Identifying a narrative from a dataset.

B) The use of metaphors to explain complex theories.

C) Treating subjects independently without consideration for their connectedness.

D) The use of directly observable data.


10. Which of the following is not part of Martin’s agenda for political leaders?


A) Pass sweeping legislation to resolve problems.

B) Restrict competition in sensitive sectors of the national economy.

C) Adopt progressive tax rates.

D) Be more aggressive in fighting monopolies.
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