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Is Business “Administration’’?

M.B.A. Ticket to the executive suite.
Evidence of managerial insight. Testi-
mony to business acumen. And so, with
business schools turning out some
55,000 M.B.A.s this year, up from 4,600
in 1960, presumably America’s per-
sistent economic trauma is at long last
about to clear up. Beams Donald Jacobs,
dean of Northwestern’s Graduate School
of Management: “The 70s and the 80s
are the decades of management.”

But just what is business? What does
the holder of a Master of Business Ad-
ministration degree see as the quintes-
sence of business? Presumably admin-
istration, or management. For, apart
from his degree, most business schools
are so named, with “administration”
outpacing “management” as the more
popular term.

Such is the case with prestigious pri-
vate schools such as Harvard’s Graduate
School of Business Administration and
distinguished state schools like the Uni-
versity of California-Berkeley Graduate
School of Business Administration.? In
Los Angeles there is the UCLA Graduate
School of Management, and MIT has its
Alfred P. Sloan School of Management.
Yale one-ups other business schools with
its new Graduate School of Organi-
zation and Management.

Yet does our business system just
amount to matters of organization,
management, and administration? This
is not to say these matters are not crucial
to the success of the enterprise, for they
most certainly are. Yet the fact is that
these terms still seem to connote rather
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routine processes and professional com-
petencies — skills and know-how like
accounting, business law, computer pro-
gramming, organizational planning, and
statistical analysis.

Apparently these skills — again, as
valuable as they are — are just as ap-
plicable to the public sector. Quite a few
schools (e.g., Cornell, Howard, Florida
Atlantic, Washington University in St.
Louis, and City University of New York)

“The persistent lack of
entrepreneurship as a
curriculum discipline
helps explain why
M.B.A.s are coming
under a wave of
criticism.”

declare themselves to be schools of
“business and public administration.”
The juxtaposition is somewhat oxymo-
ronic. The implication is that all busi-
ness and managerial principles and
problems are pretty much indistinguish-
able from one sector to the other. But
are they?

Certainly there is a world of difference
between government and business. Gov-
ernment, while necessary, is basically
static, monopolistic, and consumptive
of wealth as opposed to productive; pro-
viding law and order and enforcing its
orders by command. Indeed, consump-
tive: More than half of Uncle Sam's vast,
deficit-ridden budget goes for entitle-
ments — direct transfers or redistri-
bution of wealth in contrast to business'’s
creation of wealth.?

In addition, as Mises demonstrated in
his Bureaucracy, government inherently
is denied the rule of profit and loss and
so has no built-in drive for constructive
innovation or cost reduction/recoup-
ing.* In fact, government, with its bu-
reaucratic underpinnings and innate
Parkinsonian propensities, has a drive in
reverse — to expand the size of the bu-
reaucracy and hence, costs and ineffi-
ciencies.’

Business, in contrast to government,
is dynamic, competitive, synergistic, lit-
erally wealth-creating; furnishing
employment, goods, and services on a
strictly voluntary basis. Too, business,
with its profit-and-loss rule, is propelled
toward efficiency, toward responding to
supply-and-demand price signals. Ac-
cordingly, in the world of commerce,
consumer sovereignty is the rule of the
game — as witness Dun & Bradstreet's
business mortality tables and the demise
of Braniff Airlines, Revere Copper and
Brass, Robert Hall, American Woolen,
W. T. Grant, and American Locomo-
tive.® But no such rule of consumer sov-
ereignty holds with, say, the draft, the
IRS, the post office, or social security.

The spirit of business seems to be cap-
tured in the idea of “free enterprise” — a
phrase unknown to classical economists
like Adam Smith and John Stuart Mill
and said to be coined by some now-for-
gotten public relations writer for the Na-
tional Association of Manufacturers
early in the century. Later on, President
Calvin Coolidge caught the same spirit
in his observation that “the business of
America is business.”’

The Entrepreneur

But Jean-Baptiste Say, the 19th-cen-

tury father of today’s supply-side eco-
(Cont. on p. 3)



EDITORIAL

Real Reform for Social Security

At long last politicians of both parties are admitting
that something is fundamentally wrong with the social
security system. As recently as the 1980 election, after
the system’s trustees had warned that social security
would run out of money during this presidential term,
both President Carter and candidate Ronald Reagan in-
sisted that the system was fundamentally sound.

Experts from across the political spectrum, after years
of ignoring those who warned of the system’s inherent
flaws, now portray the approaching crisis in stark —
and altogether accurate — terms. Former Secretary of
Commerce Peter G. Peterson writes, “To put the matter
bluntly, Social Security is heading for a crash.” Con-
gressional Budget Office Director Alice Rivlin has
warned that a day of reckoning might come within the
next six months. Peter Germanis of the Heritage
Foundation sees the possibility of “the most devastating
bankruptcy in history.” James R. Capra, Peter D.
Skaperdas, and Roger M. Kubarych of the Federal Re-
serve Bank of New York sum up the basic flaw simply:
“A system that on average provides benefits with a
value in excess of contributions cannot sustain itself
indefinitely.”

Social security has been a good deal for those already
retired or near retirement, but it cannot be a bargain for
today’s young workers. Benefits have soared well be-
yond the taxes that pay them. A married worker retiring
today will recover his lifetime contribution, including
both the employee and employer portions and accum-
ulated interest, in only about four years, while he or his
spouse will likely live for 25 years after retirement.

With taxes continuing to increase, however, no
young worker can expect to recover his full lifetime con-
tribution. The tax rate for the full OASDHI program is
now 6.7 percent for both employee and employer, and
both halves in fact come out of the employee’s paycheck
because both represent the cost of labor to the em-
ployer. The maximum tax is now $4,783.80 a year, and
it could well reach $10,000 by 1990 with scheduled tax
increases and inflation.

That bone-crushing level of taxation may well prove
more than young workers are willing to pay, especially
since a Washington Post-ABC News poll found that 66
percent of Americans under 45 believe social security
will have disappeared before they retire. For people be-
tween 18 and 30, the figure was 74 percent.

The proposed solutions to the problem are character-
istically timid. Everyone’s answer seems to involve even

more tax increases, reduction of the planned increases in
future benefits, and bringing more people (government
and nonprofit employees) into the system. Federal em-
ployees — the largest group of workers currently out-
side the system — would pay taxes immediately but
wouldn’t collect benefits in significant numbers for some
time. When they do begin to retire, however, we'll be
back in the same bind. The economy is already stagger-
ing under the weight of heavy taxation; higher taxes are
the last thing we need. In addition, higher taxes com-
bined with future benefit slowdowns will only com-
pound the system'’s bias in favor of current retirees over
future retirees.

What we should be looking for is a permanent way
out of this mess. Fortunately, such a plan exists and is
gathering support. In 1980 the Cato Institute published
Peter Ferrara’s monumental study, Social Security: The
Inherent Contradiction. In that book and in a 1982
monograph, Social Security: Averting the Crisis, Fer-
rara argued that the insurance and welfare aspects of so-
cial security should be separated and the insurance pro-
gram privatized. He suggested that workers under 40
withdraw from the system. Instead, they could put up
to the full amount of their social security taxes into pri-
vate, tax-free retirement accounts (IRAs). A private, in-
vested system would offer them a better return than so-
cial security. Current and near-retirees would be guar-
anteed their expected benefits out of general revenues,
requiring cuts in other government spending. Not only
would this program ultimately remove government
from the retirement business, the new investments it
would generate would pump hundreds of billions of dol-
lars into our capital-starved economy.

As the social security crisis approaches, more and
more people are studying Ferrara’s proposal. The Heri-
tage Foundation has published favorable analyses. The
National Taxpayers Legal Fund has begun a grassroots
campaign to win approval of the program under the
name “Future Security Plan.” Columnist James J. Kil-
patrick calls it a “sound, wise, feasible” plan. The Wash-
ington Times editorially endorsed a variant. Even Sena-
tors-elect Pete Wilson (R.-Calif.) and Frank Lautenberg
(D-N.].) and Democratic presidential contender John
Glenn have suggested considering such options for
young people.

It is time for a fundamental reform of the social secur-
ity system. The Ferrara plan offers the most feasible
avenue away from the crisis. |
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”Administration”? (Cont. from p. 1)

nomics, made, I believe, a better contri-
bution to understanding the nature of
business. Say added a fourth, if fre-
quently overlooked, factor of produc-
tion to the classical triad of land, labor,
and capital — namely, the entrepreneur:
the searcher, discoverer, and coordi-
nator of profit potentials; that highly
creative fellow who continuously seeks
out business opportunities and accord-
ingly combines the other factors of pro-
duction into a fresh, profit-optimizing
arrangement in an ever-uncertain and
dynamic world.®

I refer to that rather unappreciated
human catalyst who mightily and indis-
pensably helps create the goods, growth,
and jobs we so urgently need. Let me put
this proposition even more boldly: The
entrepreneur is the personification of
Adam Smith’s “Invisible Hand,” and
however inadvertently, he greatly

Jhelped create and sustain Western civili-

zation.

Hence, entrepreneurship, or rather its
persistent lack as a curriculum disci-
pline, helps explain why M.B.A.s are
coming under a wave of criticism. Wit-
ness for example, Business Week's detec-
tion of “disenchantment” with the prod-
uct of the business schools. It reported
employers’ complaints over “the inabil-
ity of newly minted M.B.A.s to com-
municate, their overreliance on mathe-
matical techniques of management
and. . . expectations of becoming chair-
man in four weeks.”® Or witness Time's
recent M.B.A. cover-story assertion that
“business school solutions may be part
of the U.S. problem."° But neither Busi-
ness Week, nor Time, nor other business
school critics seem to point up what I
consider the key problem: business
schools’ long-sustained relative non-
treatment of the entrepreneur.

A notable exception is William E.
May, until recently chairman of Amer-
ican Can and now dean of New York
University's Graduate School of Busi-
ness Administration. He calls for a lot
more entrepreneurial training in M.B.A.
programs. One of the relatively few
other schools that appears to make a big

thing out of entrepreneurship is the Uni-
versity of Virginia in Charlottesville,
which has established a lively Center for
Entrepreneurship. Another is Baylor
University in Waco, Tex., which has set
up a Center for Private Enterprise and
Entrepreneurship. One more is Babson
College in Wellesley, Mass., which has
established an Academy of Distin-
guished Entrepreneurs and has already
brought to its lecture platform such
hands-on entrepreneurs as Ray Kroc,
chairman of MacDonald’s; Soichiro
Honda, founder of Honda Motor; and
Royal Little, former chairman of
Textron.

Indeed, entrepreneurship just now
may be catching on as course, study, or
research material. At latest count, some
150 business schools, out of some 1,300
in the U.S. and Canada, are at least pay-
ing lip service to entrepreneurship." But
it is still not clear that this key essence of
business is fully understood by all con-
cerned, as evidenced in part by the very
names of the business schools and their
degrees.

Moreover, as will be explained later,
it is not clear that administrations of
these schools fully understand the polit-
ical implications of modern entrepre-
neurship — that the heavy hand of infla-
tion, taxation, regulation, and bureau-
cracy of the welfare state necessarily re-
presses, frustrates, poisons, and may ul-
timately destroy entrepreneurship and
its concomitant of capital formation,
and that, indeed, it is this situation
which really explains the core of our cur-
rent economic plight.

Thus, I think business school admin-
istrations might well study — and imple-
ment — the work of two 20th-century
scholars who have extended Say's
pioneering work on entrepreneurship
and pointed up its indispensability and
political environment in a modern
market society: Schumpeter and
Kirzner.

Joseph Schumpeter (1883-1950), who
held that the success of capitalism gen-
erally, if inadvertently, breeds social-

ism, noted how the entrepreneur neither
(Cont. on p. 4)
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”Administration”? (Cont. from p. 3)

invents nor creates the particular
supply-and-demand conditions which
the enterprise exploits.”? In his book,
The Theory of Economic Development
(Harvard University Press, 1934),
Schumpeter also noted the widespread
confusion between the terms “entrepre-
neur” and “capitalist.””* The entrepre-
neur is an initiator and something of a
pioneer, he clarified; the capitalist, a
lender or investor. He held that the en-
trepreneur’s job is to recognize profit op-
portunities, to spot unmet or imperfectly
met consumer needs, to “lead” the fac-
tors of production into new channels,
new combinations, new technologies, or
new organizational structures. Indeed,
Schumpeter equated entrepreneurship
with leadership and leadership with in-
novation.

Israel Kirzner, professor of economics
at New York University, student of Lud-
wig von Mises, and profound believer in
the concept of consumer sovereignty,
has put out two important scholarly
works on the entrepreneurial function —
Competition and Entrepreneurship and
Perception, Opportunity and Profit
(University of Chicago Press, 1973 and
1979, respectively). While hailing
Schumpeter’s brilliant contributions,
Kirzner takes him to task for arguing
that entrepreneurship is nonetheless
something of a destabilizing element in a
market economy. Rather, says Kirz-
ner, the role of the entrepreneur is a sta-
bilizing and equilibrating one, ever
bringing human needs and scarce re-
sources, including new technology, into
closer proximity.

Kirzner, clearly the leader of the
American wing of the Austrian school of
economics, argues that entrepreneurship
is a unique knowledge-discovering abil-
ity. The entrepreneur discovers or seeks
to discover profit possibilities in price
differentials, in missing links in the ever-
shifting networks of existing production,
marketing, and finance, in the changing
tasks and wants among consumers.
These profit possibilities exist in the per-
petual state of disequilibrium that holds
in the marketplace — notwithstanding

all those neat but static open-scissors
supply-and-demand diagrams in modern
economics textbooks showing an equi-
librium point where the supply curve
crosses the demand curve. Kirzner won-
ders about all this play on equilibrium in
the face of marketplace dynamics and
writes:

{Dlisequilibrium occurs precisely
because market participants do not
know what the market-clearing price
is. In disequilibrium ‘the’ quantity is
not generally known nor is the highest
(lowest) price at which this quantity
can be sold (coaxed from sup-
pliers) . . .. From the Austrian per-

“The role of the entre-
preneur is a stabilizing
and equilibrating one,
bringing human
needs and scarce
resources into closer
proximity.”

spective, which emphasizes the role of
knowledge and expectations, these ex-
planations [of equilibrium] take too
much for granted. What is needed is a
theory of the market process that
takes explicit notice of the way sys-
tematic changes in the information
and expectations upon which market
participants act lead them in the direc-
tion of the postulated equilibrium
solution.”

The needed theory to such a solution
sees market action as an ongoing pro-
cess. It sees a vital, if much-neglected (in
and out of business schools) equilibrat-
ing role in entrepreneurship. Kirzner
writes:

Entrepreneurial knowledge is a
rarefied, abstract type of knowledge
— the knowledge of where to obtain
information (or other resources) and
how to deploy it. This entrepreneurial
alertness is crucial to the market pro-
cess. Disequilibrium represents a situ-
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ation of widespread market ignor-
ance. This ignorance is responsible for
the emergence of profitable oppor-
tunities. Entrepreneurial alertness ex-
ploits these opportunities when others
pass them by.*

Who Are the Captains of Industry?

Are entrepreneurs, then, “the captains
of industry” — to resort to the frequent
jargon of business schools and the
media? Not really. Kirzner takes a cue
from his teacher, Ludwig von Mises, and
notes how consumers literally direct en-
trepreneurs — if within the democracy
of the market — to do their bidding. As
Mises himself put it:

The direction of all economic affairs
is in the market society a task of the
entrepreneurs. Theirs is the control of
production. They are at the helm and
steer the ship. A superficial observer
would believe that they are supreme.
But they are not. They are bound to
obey unconditionally the captain’s
orders. The captain is the consumer.
Neither the entrepreneurs nor the
farmers nor the capitalists determine
what has to be produced. The con-
sumers do that. If a businessman does
not strictly obey the orders of the pub-
lic as they are conveyed to him by the
structure of market prices, he suffers
losses, he goes bankrupt, and is thus
removed from his eminent position at
the helm. Other men who did better in
satisfying the demands of the con-
sumers replace him.

How does government fit into this en-
trepreneurial picture? Vitally. It fur-
nishes law and order, defines and pro-
tects property rights, and seeks to pre-
serve the sanctity of contracts — with-
out any of which the market system
would sink out of sight But as Mises
noted, government can and, especially
in the 20th century, does get out of
hand. He called the operation “interven-
tionism.”?® He argued that every govern-
ment intervention into peaceful private
activity tends to make things worse
rather than better; in particular, every

government interventionistic constraint
(Cont. on p. 9)
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Is This What They Call a Debate?

People around the country no doubt
think it must be exciting to live in Wash-
ington. After all, every day the network
news and the morning paper are full of
the latest heated debates in Congress or
between the President and congressional
democrats.

Well, it ain’t necessarily so. Increas-

ingly, there is no real debate in Washing-
ton. There is heated rhetoric, true. There
is the illusion of fundamental argu-
ments. The Democrats charge the Presi-
dent with “balancing the budget on the
backs of the poor and helpless,” while
President Reagan promises to reject the
Democratic policy of “tax and spend,
spend and elect.”
_ But there is remarkably little real dif-
ference over issues. The drive toward
rapid expansion of the role of the federal
government that was so powerful in the
1960s slowed down in the 1970s, and
few members of Congress today propose
any major new government programs.
Unfortunately, however, Democrats
and Republicans have set in motion gov-
ernment programs that seem to grow on
their own, so the size of government in-
creases without any new legislative pro-
posals.

Consider last year’s major debate over
the federal budget. The budget in recent
years has become not only the most im-
portant element of economic policy
under congressional control but also a
vehicle for setting general government
priorities and policies. Programs to deal
with defense, housing, social security,
unemployment, and other problems
must be included as part of the budget
resolution. The process of passing that
budget resolution has become the arena
where such programs are discussed, so it
takes on an importance beyond even
economic policy.

David Boaz is vice president for public policy
affairs at the Cato Institute.

by David Boaz

From the television and newspaper re-
ports, one would have thought that a ti-
tanic struggle over the direction of the
budget was occurring on Capitol Hill.
That just wasn’t the case. It's true that
various interest groups were fighting to
get their piece of the pie, though even
that struggle was less than it might have
appeared. But from the taxpayer’s point
of view, there was almost no difference
in all the budget plans debated.

Early in the year President Reagan
submitted a 1983 budget that he said
would result in outlays of $758 billion
and a deficit of $92 billion. The Congres-
sional Budget Office (CBO), charging the
administration with over-optimistic eco-
nomic and budget assumptions, priced it
at $786 billion with a $132 billion deficit.
Almost no member of Congress wanted
to support a deficit of that size (the size
of the spending was apparently of little
concern), and the President’s budget was
almost instantaneously forgotten as
Congress moved to write its own bud-
get.

By late May there were several propos-
als on the table. According to CBO,
they stacked up like this: The Senate bill
proposed to spend $784 billion; House
moderates offered $779 billion; and
those defenders of free enterprise and
limited government, the House con-
servatives, proposed an austerity budget
of $776 billion. The titanic struggle that
ensued was over a difference of one per-
cent of the federal budget.

The budget resolution as finally
passed in late June called for fiscal 1983
outlays of $770 billion, actually ending
up lower than all of the earlier proposals
because of a different set of economic as-
sumptions. The resolution itself pro-
jected a deficit of $104 billion, though
the administration now says it will prob-
ably be $114 billion, and CBO projects
about $150 billion. The point here is
how close all sides were — 1 or 2 percent

— despite the news reports of tremend-
ous battles.

And it would be a mistake to argue
that the differences over the makeup of
the budget were significant even if the
total level was less controversial. Mili-
tary spending gives us one good example
of the difference between liberal and
conservative approaches in specific
areas. President Reagan’s budget calls
for increasing the military budget 8 per-
cent a year after inflation over the next
five years. The liberal Brookings Institu-
tion, in its annual book on the budget,
Setting National Priorities, warns of the
dangers in such a buildup and calls in-
stead for increases of 6.5 percent a year.
Apparently the entire establishment de-
bate is over the last 1.5 percent of in-
creased military spending.

If that doesn’t illustrate the funda-
mental agreement on Capitol Hill, last
fall we saw the Republican Senate pass
the largest peacetime tax increase in
American history, including in their bill
some of the tax “reforms”’ (read: in-
creases) that the Democrats have sup-
ported for a decade. Such stalwart con-
servatives as Jesse Helms, Bill Roth, and
Steve Symms voted for the bill on first
passage. Meanwhile, the Democratic
House decided to accept the bill without
amendment so they could avoid the
political fallout from raising taxes dur-
ing a recession in an election year.

In short, there’s not much room for
fundamental arguments in Washington
today. The great debates of the past —
over the national bank, free trade, the
New Deal, even Vietnam and civil rights
— let the country hear two sides of a
crucial issue. Today politicians duck
crucial issues like the imminent bank-
ruptcy of social security and have no
real disagreements on the continuing
growth of government and our expen-
sive and dangerous foreign policy. B
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The State Against Blacks

Every month the Cato Institute spon-
sors a Policy Forum at its Washington
headquarters, where distinguished ana-
lysts present their findings to an audi-
ence drawn from government, the public
policy community, and the media. A re-
cent Forum featured Walter Williams,
professor of economics at George Mason
University and author of The State
Against Blacks (McGraw-Hill and the
Manhattan Institute, 1982). Comment-
ing on Williams’ talk was Margaret
Simms, director of the Minorities and
Social Policy Program at the Urban
Institute.

Walter Williams: Essentially, the work-
ing hypothesis of The State Against
Blacks is that, contrary to conventional
wisdom, racial discrimination, per se, is
an inadequate explanation of the prob-
lems that blacks face in the United
States. To attempt to explain the prob-
lems of blacks in terms of racial dis-
crimination is very similar to attempting
to explain the Grand Hotel fire in Las
Vegas by saying that it was caused by
oxygen. I might say that had there not
been oxygen there, there wouldn't have
been a fire. The problem is that oxygen
just does not explain why the Hilton in
Washington did not also burn down
because it was surrounded by oxygen as
well. Oxygen is so pervasive that you
can’t explain very much by it. Similarly,
discrimination of all kinds is so per-
vasive that it alone just does not allow
you to explain anything. For example, if
discrimination could explain anything,
you'd have to find out why Chinese, al-
though they're 3% of the population of
Southeast Asia and they have faced
mass expulsion and massacres over the
years, nevertheless produce 60% of the
GNP in some Asian countries; or why
the Armenians in the post-Ottoman em-
pire similarly controlled wealth way out
of proportion to their numbers. The
Japanese in America are highly identifi-
able; they were discriminated against —
they weren't allowed to own land and

they weren't guaranteed constitutional
rights back in the late 1800s and early
1900s and eventually they were interned
— but according to the 1980 census, the
Japanese have the highest per capita in-
come in the United States. Or if discrimi-
nation can explain anything, surely Jews
would not be where they are, because
they have faced centuries of discrimina-
tion. Second-generation West Indian
blacks earn more than the average white
in our country, and first-generation
West Indians earn just slightly less than
median income.

Discrimination, in and of itself, does
not explain anything. It's very important
for policy reasons to identify correctly
causal factors when we look at prob-
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lems, because if we don't, then it's not
likely that we're going to come up with
compassionate policies to help those
people whom we say we want to help.

Consider the word “prejudice,” for ex-
ample. I look at prejudice the way an
economist would. Prejudice, going back
to its Latin derivative, means to pre-
judge. An economist can understand
pre-judging as making decisions on the
basis of incomplete information, or
stereotyping. This occurs because in-
formation is very costly and people will
act so as to economize on information
costs. Now, some of you might say,
well, you shouldn't stereotype or you
shouldn't be prejudiced. But suppose
after our meeting today, you were walk-
ing down the steps outside and you saw
a full-grown tiger standing there, what
would you do? Most people would en-
deavor to leave the area in great dis-
patch. But why do you leave? Is your ac-
tion based on any detailed information

that you have about that particular tiger
or is your decision based on tiger folk-
lore? Probably your decision would be
based on the latter; that is, you would
stereotype that tiger. Now, of course,
you could seek additional information
before you run; you could attempt to
find out if that tiger was friendly and
then, only then, run. But most people
make the quick calculation that the ex-
pected cost of an additional unit of in-
formation about that tiger is greater
than they expect to benefit through addi-
tional searching.

That way of giving an operational
definition to prejudice or stereotyping
can convey to us some other things
about the operation of the real world. A
company, for example, looking for a
high school graduate for on-the-job
training in physics, may be looking for a
person who would score about 700 on
the SAT. Now, if that company has to
pay $1,000 or $2,000 per candidate, it's
probably not going to search at an all-
black high school in north Philadelphia,
say, where | went. Why? Because his ex-
pected probability of finding successful
candidates may be very low. So he just
won't send his recruiters there to the ex-
tent that it costs them for their search.
So if you describe his behavior as simply
a dislike of blacks, when it’s really a re-
sult of his playing the probability game,
then you're likely to misidentify his be-
havior.

Maybe prejudice, the way I describe
it, can explain why some lenders may
decide not to lend money to blacks at the
same terms that they lend it to whites. If
the lender is playing the probabilities, he
knows that blacks on the average would
be higher credit risks. Why? Because
credit default probability is associated
with higher unemployment levels, great-
er residential mobility, and lower in-
come. Blacks, if they indeed face higher
unemployment rates and greater job
instability, would then be worse credit
risks on average. This kind of behavior
by creditors does not differ that much
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from behavior by automobile insurance
companies. That is, automobile insur-
ance companies either will not extend an
insurance policy to someone under 25
years old or, if they do, they’ll charge
him a higher rate. You cannot explain
the behavior by saying that the execu-
tives of the insurance company do not
like people under 25 years old. They
have looked at probability charts and
found that those under 25 have a higher
probability of an accident, and so they
make their insurance policies accord-
ingly.

Basically I'm advancing the hypothe-
sis in the book that racial discrimination
in and of itself just does not explain as
much as we say it explains. What ex-
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Walter Williams

plains more are the various “rules” of the
game, numerous economic laws and
regulations that we have in our country.
One chapter focuses on the licensing of
taxi cabs. I chose to look at taxi cabs be-
cause owning and operating a taxi cab is
an activity where you don’t need a col-
lege education — you don't even need
an elementary school education — and
you don't need a lot of money. So how
come it's not a more open area for blacks
and other poor people to move up the
economic ladder? Well, it turns out that
in New York City in order to own and
operate one taxi, you need to buy a li-
cense that costs $50,000; in Chicago, it’s
$40,000; in Miami, $35,000. We're not
asking what is the intention behind the
law that generates that kind of license,

but what is the effect? The effect is ob-
vious. If you have a law that generates a
$50,000 license price in order to own and
operate one taxi, it's going to tend to dis-
criminate against those getting in the cab
business who don’t have $50,000. In
Philadelphia, no more than 2 or 3% of
the taxis are owned by blacks in a city
whose black population is almost 50%.
In Washington, D.C., roughly 75% of
the taxi licenses are owned by blacks.
Now, if you go to the discrimination hy-
pothesis, or the racism hypothesis, peo-
ple would say blacks enjoy a greater op-
portunity in the cab business in Wash-
ington because Philadelphia is racist and
Washington is not. But that hypothesis
would not explain it. It turns out that in
Washington you can own and operate a
taxi for fees that total much less than
$200. Washington has a relatively open

market in the cab business.
Another issue I discuss in the book is

the minimum wage law. The minimum
wage law is a significant contributor to
the high rate of black teenage unemploy-
ment. Right now black teenage
unemployment is around 50% and much
higher than white teenage unemploy-
ment. But at one time, black teenage un-
employment was less than that of white
teenage unemployment. With each in-
crease in the minimum wage and with
the extension of coverage of the min-
imum wage, black teenage unemploy-
ment rose relative to white teenage
unemployment. Many people support
the minimum wage law because they
have good intentions, but in South Af-
rica the major supporters of the min-
imum wage law for blacks and equal-
pay-for-equal-work laws are white, ra-
cist labor unions who would never have
a black as a member of their union.
Their stated purpose behind their sup-
port for the minimum wage law is to
protect white workers from low-wage,
low-skilled black workers. In the United
States our stated intentions are a little bit
more benevolent than that, but in both
places the effects are the same: unem-
ployment for the least skilled workers.
In another chapter, I ask what the

meaning is of differences in income. As
proof of the continuance of racial dis-
crimination in the United States, many
cite the fact that blacks, even when they
graduate from college, make less than
whites. Black male professionals or col-
lege graduates make 74% of the income
of their white counterparts. Before I
would subscribe to the conspiracy hy-
pothesis, I asked, what about black and
white females? I discovered the best-kept
secret since the Manhattan project:
Black female college graduates and pro-
fessionals earn an income that's 125% of
the median income of their white coun-
terparts. Of the 26 occupational groups
in the census that I looked at, black and
white females are virtually identically

Margaret Simms

distributed across the various occupa-
tions; that is, they're very similar in their
distribution across the professional
occupations, but black and white males
are very dissimilar. The highest category
for black male professionals is nonuni-
versity teachers. The highest category
for white male professionals is engi-
neers. In 1970 the median income of
engineers was $14,000 compared to
around $8,000 for male nonuniversity
teachers. So the significant differences in
occupations suggest that even if every-
body were paid the same wage for the
same position, you'd find significant dif-
ferences based on the selection of the
professional category. But you don't
find those occupational differences with

females, and I didn't come up with an
(Cont. on p. 8)
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adequate explanation to explain why
black females earn more than white fe-
males at the median. One possibility is
_that blacks as a group are more urban-
ized than whites. Roughly 44% of both
black and white professional women are
nonuniversity teachers and something
like are 19% nurses. Nurses and school
teachers earn more money in urban
areas than in rural areas. And so the
geographic distribution may explain
some of it, just as Mexican-Americans
who live in Chicago have a higher me-
dian income than Mexican-Americans
who live in Arizona.

My policy recommendations seem to
be simple, at least from an economist’s
point of view. In the 1930s the Supreme
Court decided that it would not sit in
judgment on the regulation of economic
activity by the states. It switched from
substantive due process interpretation of
the 5th and 14th amendments to proce-
dural due process. They will let the
states regulate anything so long as the
regulation does not appear to be capri-
cious, discriminatory, and arbitrary.
The states can very easily meet those
conditions. The policy recommenda-
tions, then, must involve antitrust pro-
ceedings; that is, a courageous president
could get the Justice Department Anti-
trust Division to start cracking down on
these various state policies that give rise
to market restrictions and monopolies.
Then there are tools that the FTC can
use. And finally, there is just the lawless-
ness on the part of people who are
locked out of the system. In New York
City, there are 11,787 legal cabs. How-
ever, it is estimated that there are 5,000
to 14,000 illegal cabs — gypsy cabs. I
support that kind of lawlessness. These
people are going out earning an honest,
albeit illegal, living. They are protesting
the state acting on behalf of powerful in-
terest groups as do the ICC, the PUC,
and other government agencies.

Margaret Simms: In his book [ The State
Against Blacks] Walter writes, “Racial
bigotry and discrimination is neither a
complete, nor satisfactory explanation

for the current condition of many blacks
in America.” The problem with this
statement is that it leaves the impression
that discrimination plays little or no
role. Moreover, what is not addressed is
what, if anything, is the proper role of
government in redressing whatever
problems blacks do have, either as the
result of discrimination or of other

factors.
Walter discusses the issue that econo-

mists refer to as statistical discrimina-
tion. He discusses how employers or
mortgage lenders might discriminate —
differentiate — among candidates based
on a probable correlation between some
physical attribute and the attributes that

J.A. Parker of the Lincoln Institute makes a point at
Cato Policy Forum.

the lender. Such discrimination might
lead them to choose not to employ, or
not to lend to, blacks. As he indicated,
there is a correlation between race and
education. There is a correlation, to
some extent, between residential loca-
tion and loan repayment. Now, there
may be a statistical correlation, but in
any given instance, an employer or a po-
tential lender can be wrong. It seems to
me, then, that the issue is whether or not
one should raise the cost of not getting
more information. As Walter says, the
reason for engaging in this behavior is
not discrimination, but the fact that in-
formation is costly. So the question is,
how or should you change the balance
between the cost of getting information
and the cost of not getting information?
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The other area in which I would like
to make some rather extensive com-
ments concerns the minimum wage and
its effect on minority groups’ unemploy-
ment. The argument that Walter puts
forth is that the minimum wage has in-
creased both in level and in coverage
and that black youth unemployment has
gone up. Therefore, there is a connec-
tion between the two. The weight of re-
search indicates that this may not be the
cause of minority youth unemployment.
Studies that have been done on the dis-
employment effects of the minimum
wage generally show some reduction in
probable employment of 1% to 3% for
every 10% increase in the minimum
wage. However, there’s very little reli-
able information on how that differs by
race, in part because research samples
have not included sufficient numbers of
blacks to make reliable predictions.
However, if you consider some factors
that might explain the differential, such
as education and residential location the
minimum wage does not seem to pro-
vide a sufficient explanation for the large
differential between blacks and whites
nor its growth over the past 25 years.

Secondly, there are ways in which em-
ployers can “get around” the minimum
wage. For example, there are student
reductions that allow employers to pay
students less than the minimum wage for
part-time employment, but they have
not been used extensively.

In some cases Walter just didn't pro-
vide enough information to tell whether
he could really prove what he was as-
serting from the information that was
available. For example, he presents a
table which shows the minimum wage
increasing by year and the labor force
participation ratio of black and white
males. I find that very unconvincing in
terms of establishing a causal relation-
ship between increases in the minimum
wage and black youth unemployment. It
seems to me, at a minimum, the more
appropriate table would either be a ratio
of unemployment rates or a ratio of
employment to population. That would
tell more than labor force participation
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rates, although it still would not prove
that changes in the minimum age are the
cause of high unemployment among
black youth.

In addition to the minimum wage
argument, there is an assumption that is
implicit but never explicitly addressed.
Throughout there is the assumption that
the demand for labor is solely a function
of the price of labor and does not take
account of any other considerations,
such as the price of the product, whether
or not the employer is operating in a per-
fectly competitive market or a monopol-
istic market, whether the employer
might have other objectives besides just
profit maximization, and so on. That
means that to some extent this argument
is incomplete because what one has to
assume in order for some of these argu-
ments to be valid is that if the price of
labor goes down, employers will in-
Grease the total employment. Therefore
those people who are at the end of the
line will be picked up as employment in-
creases, and that in the end, if we lower
wages enough, we'll have full employ-
ment.

Walter Williams: If a person has a disad-
vantage, how can you handicap him the
most? Well, if I were in charge of handi-

capping a disadvantaged person, the
kinds of things that I would propose are
laws that fix wages or make it difficult to
fire somebody once you hire them. Con-
sider a new supermarket that opens up
in your neighborhood. It must win your
loyalty from the store where you now
shop. How does it get you to come in
and try it out? Well, the most effective
way they find is to have sales — lower
their prices. If you did not allow them to
lower their prices, then they would be
further handicapped.

As for the minimum wage law and
black youth unemployment, eminent
economists such as Jacob Mincer, Finis
Welch, George Stigler, Milton Fried-
man, and a number of others show that
the overall burden of the minimum wage
law is borne by black youths. And eco-
nomic theory would predict that the
most disadvantaged person would bear
the greatest burden of the minimum
wage law.

Just one final thing: Government, in
my opinion, has no role in determining
what is fair or unjust, except in the con-
text of involuntary exchange. Very often
the role that government does choose to
play in the issues of settling what's fair
and what's unfair just serves to reinforce

“ Administration”? (cont. fromp. 4

(i.e., almost every “regulation”) on en-
trepreneurship tends to repress actual
and potential entrepreneurs and set back
the market process and consumer sover-
eignty.” It follows that unhampered en-
trepreneurship, i.e., deregulation and in-
deed the withdrawal of the welfare state,
spells in large measure not only the sur-
vival of free enterprise but the West it-
self.

Back to the M.B.A. phenomenon and
the title question: Is business “admin-
istration”? Business, in essence, is dy-
namic enterprise — entrepreneurship in
action. So maybe the M.B.A. degree
should give way to M.B.E. — Master of
Business Entrepreneurship or perhaps

Master of Business Enterprise. Why not?
| |

1Time, May 4, 1981, p. 58.
2Emphasis added.

3At an annual rate, entitlements (including grants-in-
aid to states and localities and net subsidies to farmers and
others) came to $410.4 billion out of total federal expendi-
tures of $736.6 billion, or 56%, in the second quarter of
1982. See Economic Indicators (Washington, D.C.: Gov-
ernment Printing Office, September 1982), p. 34.

“Ludwig von Mises, Bureaucracy (New Haven, Conn.:
Yale University Press, 1944), p. 1ff.

SIbid., p. 40ff.

5To be sure, business mortality causation is also partly
cyclical in nature, although here I emphasize the normal
frictional attrition of firms in the competitive struggle.

7Address before the Society of American Newspaper
Editors, January 17, 1925. I heard a prominent business
school dean criticize Coolidge for this statement but I do
not believe the dean understood what Coolidge really
meant.

8CF. Lewis H. Haney, History of Economic Thought,
4th ed. (New York: Macmillan Co., 1949), p. 356. Say
may not have been the first to delineate the role of the en-
trepreneur but he certainly emphasized and popularized
the concept, giving it a permanent place in economic liter-
ature.

the handicaps of the disadvantaged per-
son. Let me just give you an example: If
you see a fat, old, ugly, cigar-smoking
man married to a beautiful young lady,
what kind of a prediction would you
make about the man’s income? Well,
you kind of guess that it is high. So what
is he doing? He's saying to the beautiful
young lady that I can't compete for your
hand on the basis of looks, so I'm going
to offset my non-pecuniary disadvan-
tages by offering a higher price or by
giving you a higher standard of living.
Some people might say that it is unfair
for beautiful young ladies to treat fat,
old, cigar-smoking men any differently
than they do handsome men, and that
government ought to play a role here.
They might want to make an equal-price
law. They might say that beautiful
young ladies can't “charge higher prices”
to old fat men. After you make that law,
then what happens to the probability of
a fat, old, ugly, cigar-smoking man
marrying a beautiful young lady? It goes
down to virtually zero. The people will
see that fat, ugly, cigar-smoking men
cannot marry beautiful young women.
But instead of eliminating the equal-
price law, they enact a quota program.

9Business Week, November 10, 1980, p. 46.
10Time, p- 58.

11¢¢, Calvin A. Kent, Donald L. Sexton and Karl H.
Vesper, Encyclopedia of Entrepreneurship (Englewood
Cliffs, N.J.: Prentice Hall, 1982), p. xxxii.

12The point about Schumpeter’s theory that successful
capitalism waxes under political democracy into socialism
is the theme of the book, Capitalism, Socialism, and
Democracy (New York: Harper & Row, 1950).

13His distinction between the entrepreneur and the
capitalist can be found in his The Theory of Economic
Development (Cambridge, Mass.: Harvard University
Press, 1934), pp. 170-183.

14Percepu'on, Opportunity and Profit (Chicago: Uni-
versity of Chicago Press, 1979), p. 115.

BIbid., p. 5.

Ibid., p. 8.

l7Ludwig von Mises, Human Action, 3rd rev. ed. (Chi-
cago: Henry Regnery, 1966), pp. 269-270.

B1bid., p. 716ff. Mises held that interventionism fre-
quently springs from an “anti-capitalistic mentality.” CF.
his The Anti-Capitalistic Mentality (Princeton, N.]J.: D.
Von Nostrand, 1956).

19Human Action, esp. p. 764.
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An Assault on the Idea of Monopoly

Concentration, Mergers, and Public
Policy, by Yale Brozen. MacMillan Pub-
lishing for Studies of the Modern Corpo-
ration Program of Columbia University,
New York, 1982. 427 pp.

Since the 1930s it has been accepted
doctrine in Washington (and at Har-
vard) that the growth of big business in
America has been synonymous with in-
creasing monopoly power in the econ-
omy, and that government policy
should attempt to halt or reverse indus-
trial “concentration.” The early work of
Berle and Means (The Modern Corpora-
tion and Private Property, 1932) laid the
foundation for the hypothesis that busi-
ness concentration generates monopoly
power, and many of the empirical in-
vestigations in the 1950s and 1960s
seemed to support that hypothesis.

Since the early 1970s, however, re-
visionist critics of the concentration/col-
lusion theory have severely challenged
the logic and evidence concerning
monopoly power in the economy. They
have argued persuasively that large
firms earn their market shares through
an efficient competitive performance,
and that the only important barriers to
market entry that might give rise to re-
source misallocation are legal restric-
tions perpetuated by government. The
critics have also challenged the findings
of the early empirical studies that had
discovered a positive relationship be-
tween business concentration and prof-
itability. They have shown that the ear-
lier discovered correlations tend to dis-
appear with larger industry samples and
a longer time period of analysis. More-
over, even if concentrated industries
were more profitable, this would only
attest to the fact that faster-growing,
more efficient companies tend to earn
higher rates of return than less efficient
companies. Thus, what the “structur-
alists” accepted as proof of monopoly
power, the critics regard as the just re-
wards of an intensely competitive pro-
cess.

Yale Brozen's new book captures,

summarizes, and extends the arguments
of the revisionist critics. To assert that
Professor Brozen devastates the struc-
turalist orthodoxy is an understatement.
In precise, non-technical prose he care-
fully picks the concentration/collusion
hypothesis apart.

Most of the book is a masterful expo-
sition of the empirical work of dozens of
economists that have investigated indus-
trial concentration. These studies indi-
cate generally that advertising is not a
barrier to entry and does not result in
monopoly profits; that concentrated
industries do not earn monopoly profits;
that collusion is rarely successful; and
that mergers are generally productive of
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economies and efficiencies. Brozen con-
cludes that public policies hostile to
mergers (antitrust policy) and concen-
tration are misplaced, and that attention
should be focused instead on removing
legal restrictions to competition.

If there is any criticism of this impor-
tant work it is that Brozen appears to ac-
cept the empirical/positivist meth-
odology completely and rarely acknowl-
edges the subjective nature of cost and
efficiency. Can empirical research cap-
ture the relevant economies? What if
tomorrow someone demonstrates that
concentration does lead to higher than
normal profits long-run? Is regulation
now justified? Also, Brozen's analysis of
collusive agreements falls short of identi-
fying the legitimate reasons for business
collusion. Brozen does not challenge the
“output restriction” theory of monopoly
power and, accordingly, does not dis-
miss antitrust policy completely. This is
an important omission but it does not
detract from the information value of
this book. This is required reading for

anyone interested in regulatory policy.
— D.T. Armentano
University of Hartford

Registration and the Draft, edited by
Martin Anderson. Hoover Institution
Press, Stanford, California, 1982. 424
pp. $19.95.

This volume provides the best oppor-
tunity to consider the arguments for and
against registration and the draft. Edited
by conscription expert and former senior
Reagan adviser Martin Anderson, the
volume is the result of a conference
jointly sponsored by the Hoover Institu-
tion and the University of Rochester.

Registration and the Draft includes six
papers, in both synopsized and complete
versions, along with a debate between
anti-draft economist Milton Friedman
and pro-draft former Rep. Pete McClos-
key (R-Calif.), and full comments and
questions from the floor.

The opening paper of the conference,
by William King, a professor at the Uni-
versity of Pittsburgh and chief author of
a Senate committee’s negative report on
the AVF, is supposedly an assessment of
the performance of the AVF, but it man-
ages to ignore data, discoursing instead
at length upon the interesting but only
tangentially related subject of the soci-
ology of science. In contrast, two anti-
draft military economists from the
Pentagon, Richard W. Hunter and Gary
R. Nelson, present a wealth of illuminat-
ing data concerning recruitment pat-
terns, changes in the future youth popu-
lation, the impact of pay scales and bon-
uses upon first-term accessions and re-
enlistment, and other subjects. Their
evidence demonstrates that, given ade-
quate pay levels, the AVF can continue
to successfully meet military manpower
demands at less cost than a draft.

It is in the Friedman-McCloskey
debate that the political and moral issue
of the rights and obligations of the indi-
vidual is raised, if not resolved. McClos-
key, who sponsored a compulsory na-
tional service bill, argues that a volun-
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teer system is unfair in its lack of repre-
sentation of “groups,” all of whom
should equally share the burden of mili-
tary defense. "Only if the rich as well as
the poor are serving in the military will
we see the whole country involved in the
decision whether we go to war or not.
Now, the libertarians say, ‘Well, that's
against our liberties.’ But the courts have
spoken time and again on that subject: if
you're to preserve liberty, someone has
to be ready to fight.” Identifying himself
with “the libertarians,” Friedman argued
that rights inhere in individuals, not
groups: "[Ulniversal national service has
been supported primarily. . . by people
who believe in a collective society. It has
tended to be opposed by people like
myself who believe in a free society,
who believe that individuals should sep-
arately be free to choose their activities
in accordance with their values, and that
if some of us want to hire others of them
to do certain jobs for us, we have to pay
them what it takes to get them to do it
for us and not impose it on them by
force directly or indirectly.”

Policies for Coping with Qil-Supply Dis-
ruptions, edited by George Horwich and
Edward ]. Mitchell. American Enterprise
Institute, Washington, D.C., 1982. 188
pp. $15.95/$7.95.

Since the late 1950s the American
Enterprise Institute has sponsored de-
bate and published books on federal oil
and gas regulation. This latest book con-
tains papers given at a 1980 conference
on future oil supply disruptions. The es-
says cover three issues: what the likeli-
hood is of a Persian Gulif cutoff; what
government measures should be in place
in anticipation of a major cutoff; and
what policies should be implemented
upon such an occurrence.

In “U.S. Foreign Policy and the En-
ergy Problem” the authors recommend
that the United States “be careful to
avoid even the appearance of inter-
ference in the internal affairs of [Middle
Eastern] countries, especially decisions
on oil production and supply, and cap-
ital investment” lest “U.S. intervention

improv[e] the prospects for Soviet initi-
atives, and for greater dangers to the
West.” Acknowledged in this conclu-
sion, as our recent experience with Iran
painfully taught us, are the limits to any
imposed international order in the face
of nationalistic and xenophobic senti-
ment in many oil-rich areas of the
world.

On the economic side, various au-
thors consider a number of possible gov-
ernment actions intended to either con-
strain the price of oil or defuse wealth
transfers that would accompany a major
cutoff. Examined are: 1) price controls
with coupon rationing at the pump; 2)
an oil tax to be rebated to consumers; 3)
an in-kind oil tariff to fill an oil stock-
pile; 4) discretionary monetary policy;
and 5) lesser schemes such as tax incen-
tives and World Bank energy loans.
While each of these incentives receives
well-deserved criticism, the writers man-
age to support one or the other as if they
had been instructed to pick their favorite
nonmarket alternative. The most pop-
ular recommendation is oil stockpiling,
such as the Strategic Petroleum Reserve,
albeit with a dose of privatization to im-
prove efficiency. In one essay on contin-
gency planning, George Horwich advo-
cates a market approach only to recom-
mend discretionary monetary policy to
fine-tune aggregate demand that would
be destabilized by a wealth redistribu-
tion from oil consumers to oil producers
(“oil price drag”). Although his critique
of oil-related intervention is useful, his
methodological approach of analyzing
oil disruptions in aggregates instead of
the subjective evaluations of individuals
weakens his case for the free market and
leads him to erroneously transform the
market-adjustment process to a Keynes-
ian aggregate demand problem. Thus,
monetary inflation, itself a major cause
of instability by falsifying relative
prices, is advocated.

Lastly, important omissions by the
authors lead to an underestimation of
the central role government policies
played in the recent crisis and how mar-
ket processes could work to prevent and
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cushion worst-case scenarios as postu-
lated in the book. Not discussed are in-
terfuel demand substitution, interna-
tional supply substitution, and removal
of current interventions — particularly
state production ceilings, natural gas
price controls, and energy taxes.
—Robert Bradley, Jr.
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“To be governed . . .

Neither rain nor snow. . .

The National Association of Mail
Carriers’ latest press release just hit the
Media. It bowled in right on time, you'll
be pleased to hear — borne by private

couriers.
— Washington Times, Nov. 10, 1982

Defending Long Island
The Navy is complaining that Con-
gress is forcing it to spend at least $85
million — and possibly as much as $300
million — on a radar system it doesn’t
want but which is built by a company on
Long Island, home ground of Rep. Jo-
seph P. Addabbo (D.-N.Y.), chairman
of the House Appropriations defense
subcommittee.
Navy leaders contend in interviews
that Addabbo and his allies have kept
. the Navy from getting competitive bids.
—Washington Post, Sept. 14, 1982

And if you don’t, we'll pass
aregulation requiring it

Both the left and the right can agree
on one thing — there is this entity called
Washington, populated by strange,
somewhat evil people who have nothing
at all in common with other Americans,
who, in fact, spend their days trying to
make life miserable for everyoneelse. . .
Don’t Washingtonians have the same
concerns as other people? . . . Enough is
enough. Washington is just a place and

Washingtonians are just people . . . So

do us a favor, America. Get off our
backs.

—Richard Cohen in the

Washington Post, Nov. 9, 1982

Desperation measures

Many of the officials here [at the Na-
tional League of Cities convention]
have been on a starvation diet for two
years and are resigned to a prolonged
period of austerity. Dayton, Ohio, is
buying its own phone system, Fort
Worth has hired a company to pick up
the trash, Minneapolis has gone to one-
man police cars, and while firemen in
Seattle still put out fires for free, they
now charge to conduct building inspec-

tions.
— Washington Post, Nov. 30, 1982

Information under socialism

[Yuri Andropov] likes theater and the
arts and has written extensively on ideo-
logical matters. The 15 years he spent as
head of the KGB security police have
made him probably the most informed

man in the country.
— Washington Post, Nov. 21, 1982

Maybe deregulation means
fewer sentences

While scanning the Federal Register
the other day, Bill [Berman] came across
a sentence that was 202 words long. . .

In publicizing an amendment to a

/

regulation concerning tail-pipe emis-
sions in high-altitude areas, the EPA de-
scribed the proposal as:

“Requiring dealers in designated high-
altitude locations to submit written
statements to the manufacturer signed
by the ultimate purchaser that a motor
vehicle which is not configured to meet
high-altitude requirements will not be
used principally at a designated high-
altitude location; requiring dealers in
counties contiguous to designated high-
altitude locations to submit written
statements to the manufacturer, signed
by the ultimate purchaser who repre-
sents to the dealer in the normal course
of business that he or she resides in a
designated high-altitude location, that a
motor vehicle which is not configurated
to meet high-altitude requirements will
not be used principally at a designated
high-altitude location; and for each sale
or delivery of 10 or more such vehicles
in a high-altitude location or counties
contiguous to high-altitude locations,
requiring either the selling dealer or the
delivering dealer to submit written state-
ments to the manufacturer, signed by
the ultimate purchaser who represents to
the dealer in the normal course of busi-
ness that he or she resides in a high-alti-
tude location, that a vehicle which is not
configured to meet high-altitude require-
ments will not be used principally at a
designated high-altitude location.”

— Washington Post, Nov. 25, 1982
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