CATO STUDIES

The Myth of the Magic Bullet

mid recent calls for law
enforcement reform, propos-
als for police body cameras
have become the policy du

jour. But, as Cato policy analyst Matthew

Feeney warns in “Watching the Watch-

men: Best Practices for Police Body

Cameras” (Policy Analysis no. 782), “By

themselves, body cameras are not a police

misconduct panacea.”
Feeney argues that,
without proper poli-
cies in place, body
cameras could easily
violate citizens’ priva-
cy and prove a much
more costly and com-
plex tool than general-
ly realized. While acknowledging that there

cannot be any one-size-fits-all set of body

CATO POLICY REPORT is a bimonthly review published by the

Cato Institute and sent to all contributors. Itis indexed in PAIS Bulletin. Sin-
gle issues are $2.00 a copy. ISSN: 0743-605X. ©2015 by the Cato Institute.

Correspondence should be addressed to Cato Policy Report,
1000 Massachusetts Ave., N.WW.,, Washington, D.C. 20001.

www.cato.org ® 202-842-0200

CATO POLICY REPORT
David Boaz Editor
David Lampo Managing Editor
Maria Santos Assistant Editor
Jon Meyers Art Director
Brendan O'Hara Photographer
Claudia Ringel Copyeditor
Mai Makled Graphic Designer

CATO INSTITUTE

Peter Goettler President and CEQ
Robert A. Levy. Chairman
David Boaz Executive Vice President
Linda Ah-Sue..............c..ooccooomnnrrn. V.P, Events and Conferences

..., Communications
VP, Monetary Studies

Khristine Brookes....
James A. Dorn

Gene Healy. Vice President
Jon Heimerman.................... V.P/ Chief Administrative Officer
David Kirby VP, Development
Brink Lindsey...............cccooooccoonnenes Vice President for Research
Roger Pilon VP, Legal Affairs

Christopher Preble.......... VP, Defense & Foreign Policy Studies

John Samples V.P. and Publisher
Edward H.Crane......................cccccccciccriiins President Emeritus
Swaminathan Aiyar Research Fellow
Emma Ashford ..Visiting Research Fellow
Doug Bandow. Senior Fellow
AdamBates....................coooo....... Policy Analyst, Criminal Justice

Jason Bedrick
Trevor Burrus
Mark Calabria
Michael F. Cannon....

Education Policy Analyst
Research Fellow
Director, Financial Regulation Studies
Director, Health Policy Studies

18 « CATO POLICY REPORT January/February 2016

camera policies for every police department,
Feeney outlines several best practices to help
agencies deal with the “unique challenges”
body cameras pose, in terms of privacy; costs,
and accountability: He tackles questions like
who should have access to the footage, under
what circumstances it should be released,
and what information should be redacted,
given that body cameras will inevitably cap-
ture sensitive personal information.

WEALTH INEQUALITY’S EFFECT

ON GROWTH

In their research brief, “Does Wealth
Inequality Matter for Growth? The
Effect of Billionaire Wealth, Income
Distribution, and Poverty” (Research
Briefs in Economic Policy no. 36), Sutirtha
Bagchi of Villanova University and Jan Sve-
jnar of Columbia University pursue what
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they call a “central question” of the social

sciences: does inequality in control over a
society’s resources help or hinder econom-
ic growth? Bagchi and Svenjar contribute a
number of new findings, including that it is
wealth inequality, rather than income
inequality or poverty, that is significantly
related to economic growth. They also dis-
cover that the source of inequality mat-
ters—politically connected wealth inequal-
ity, where the wealthy obtain their status
through cronyism, appears to have a statis-
tically significant, negative relationship
with economic growth, while politically
unconnected wealth inequality does not.

NO FREE LUNCH FOR EITC

The earned income tax credit (EITC), an
anti-poverty program that encourages recip-
ients to work, has gained bipartisan support
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in recent years. It is primarily a spending pro-
gram, which has grown massively over the
course of the last few decades and is project-
ed to provide $69 billion in benefits to 28 mil-
lion recipients in 2015. But, as Cato’s director
of tax policy studies Chris Edwards and
adjunct scholar Veronique de Rugy write in
“Earned Income Tax Credit: Small Bene-
fits, Large Costs” (Tax and Budget Bulletin
no. 73), “Alas, there is no free lunch with sub-
sidy programs.” They find that the EITC has
“a high error and fraud rate, and for most
recipients it creates a disincentive to increase
earnings.” Meanwhile, it imposes a $60 bil-
lion cost on other taxpayers. Edwards and de
Rugy unpack how the program encourages
people to reduce their working hours, while
also finding the program extremely complex

and “an easy target” for fraud.

CONSUMERS AND FUEL ECONOMY

It is often believed that consumers under-
value energy efficiency: This is problematic
for those who propose a gasoline tax as a
more market-friendly way to limit green-
house gas emissions, as opposed to regula-
tory schemes like fuel economy standards.
In “Do Consumers Recognize the Value
of Fuel Economy?” (Research Briefs in
Economic Policy no. 38), James M. Sallee of
the University of California—Berkeley; Sarah
‘West of Macalester College, and Wei Fan of
the Wei Fan RVI Group present unique
research to counter these assumptions.
They examine data on used-vehicle pur-
chases, comparing the prices of cars that are
identical except for their odometer read-
ings. They repeat this experiment at differ-
ent times of the year, to account for varia-
tions in the price of gasoline. “What is clear
from our results, in conjunction with the
existing literature, is that the assumption
that consumers place a zero value on fuel
economy is indefensible,” they write.

A GAME OF CHICKEN
For quite some time, the United States and
South Africa were embroiled in a heated

dispute over chickens. It all began 15 years
ago, when South African authorities
accused American poultry farmers of
“dumping” chicken meat in South Africa by
selling it at unfairly low prices. They
imposed antidumping tariffs, which
required American producers to pay
extremely high duties.
This, in turn, effec-
tively blocked them
out of the market.
Only in June did the
countries finally come
to slightly better
terms, establishing an
\ import quota of chick
en that the US. can sell in South Africa
before the duties kick in. “The dispute aptly
demonstrates the need for new internation-
al rules to rein in abusive antidumping prac-
tices,” writes Cato trade policy analyst K.
William Watson in “Antidumping Fowls
Out: U.S.—South Africa Chicken Dis-
pute Highlights the Need for Global
Reform” (Free Trade Bulletin no. 62).

COMPULSORY LICENSING

AND INVENTION

Do policies that weaken intellectual proper-
ty rights discourage invention? On the one
hand, some—like pharmaceutical firms—
claim that weakening intellectual property
rights discourages invention by making it
more difficult for investors to recoup their
investments in research and development.
But at the same time, weaker intellectual
property rights allow other inventors to build
on patented ideas. In “Does Compulsory
Licensing Discourage Invention? Evi-
dence from German Patents after World
‘War I” (Research Briefs in Economic Policy
no. 37), Joerg Baten of Eberhard-Karles Uni-
verstaet, Nicola Bianchi of Northwestern
University, and Petra Moser of New York
University examine how inventors respond
to compulsory licensing—a means of weak-
ening intellectual property rights by allowing
developing country governments to license

foreign-owned patents to local firms without
the consent of foreign patent owners.

THE TROUBLE WITH QE

In an attempt to counter the 2007-09
recession, the Federal Reserve implement-
ed the Large Scale Asset Purchase program,
better known as quantitative easing (QE).
This was supposed to stimulate the econo-
my by reducing yields on particular assets.
In“Requiem for QE,” (Policy Analysis no.
783), Daniel L. Thornton, the former vice
president of the Federal Reserve Bank of
St. Louis, examines the consequences of
this strategy; arguing that “Ultimately, QE
did little good and likely sowed the seeds
for future economic problems.” He makes
that case that quantitative easing had unin-
tended consequences, including redistrib-
uting income away from people on fixed
incomes and toward wealthier investors.
“Other problems may yet materialize,” he
warns. “Had QE occurred earlier and
focused on increasing the overall supply of
credit, the financial crisis of 2007—08 and
the subsequent recession might have been
less severe,” Thornton writes.

UNCERTAIN TIMES

In the wake of the global financial crisis,
concern has grown over the effect of eco-
nomic policy uncertainty on the economy:
In “Measuring Economic Policy Uncer-
tainty” (Research Briefs in Economic Pol-
icy no. 39.), Scott R. Baker of Northwest-
ern University, Nicholas Bloom of Stan-
ford University, and Steven J. Davis of the
University of Chicago develop an index of
economic policy uncertainty and use it to
examine the evolution of this uncertainty
over time. Their index, built from newspa-
per archive data, reflects the frequency
with which terms like “economic” and
“uncertainty” appear together in leading
newspapers, along with terms like “con-
gress” or “deficit.” They then use the
indices to assess the effects of policy uncer-
tainty on the economy. m
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