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Okay and So I Started You off Let's Go Over Here and Just Do a Few Simple Calculations I Started 
You Off at the Simplest Possible Calculation I Say if There Are Three Different Goods Then G Times 
G minus 1 3 Times 2 over 2 Is Equal to 1 3 so We Did that Simple Situation When There Were 4 
Different Goods 4 Times 3 over 2 Equals 12 over 2 Equals 6 What Are There 10 Different Goods 10 
Times 9 over 2 Is Equal to 45 Yes 90 over 2 What if There Are a Thousand Different Goods
4 Times 3 over 2 Equals 12 over 2 Equals 6 What Are There 10 Different Goods 10 Times 9 over 2 
Is Equal to 45 Yes 90 over 2 What if There Are a Thousand Different Goods 1000 Times 999 over 
2 Equals this Won't Work on the Test but I'Ll Tell You Pretty Close How To Get an Answer It's Not 
Exactly Right though that's Almost a Thousand Times a Thousand and What's a Thousand Times of 
Thousands
This Won't Work on the Test but I'Ll Tell You Pretty Close How To Get an Answer It's Not Exactly Right 



though that's Almost a Thousand Times a Thousand and What's a Thousand Times of Thousands 
a Million so this Is Approximate but Not Exactly but Approximately a Million Divided by Two 1 / 2 a 
Little Dot Therefore Approximately 1 / 2 Million Different Prices Now the Thing Is if We Just Had 3 4 
5 6 12 15 18 20 Two Things To Remember We Can Do Pretty Well at that over Time You Get some 
Experience and You Can Kind Of Process That in Your Head but if Somebody Asks You To Remember 
a Half-Million Things or To Kind Of Just Juggle
What I Mean To Say Is You Could Pay Ten Times Too Much for Something if You'Re Just Hit with More 
Information than Your Brain Can Process and So What Happens Is We Had Already a Transaction 
Cost the Cost of Finding a Trading Partner but in a Barter Economy We Had the Cost of Managing the 
Information That Is Required To Transact in the Market Economy It's a Second Kind of Transaction 
Cost and that Makes Barter a Very Costly a Very Efficient Efficient Way of Doing Business and So 
People Said What Can We Do about this
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