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The Issue Is Freedom

Anyone listening carefully to President
Clinton’s State of the Union address
would have noticed something peculiar.
Only once was the word “freedom” used.
And it was used in the ironic assertion
that the Clinton health plan “preserves”
freedom. Claiming it would preserve the
freedom of Americans to choose whatever
health plan they may desire, Clinton left
unsaid that he would severely restrict the
number of those plans, their doctors, and
their hospitals. He claimed to provide
freedom while promoting an extensive
intrusion of the federal government into
private lives and choices.

Unfortunately, that is not the only
invasion. The Democrats have unleashed
a multifrontal attack on freedom. Just con-
sider the Senate’s actions during the past
week. The Senate yesterday approved S.
4, the Democrats’ attempt to revive central
government planning through an indus-
trial policy. At the same time we were
debating that dangerous proposal, the
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Senate Finance Committee was holding a
hearing on the Uruguay Round of trade
agreements. Were we discussing the elim-
ination of trade barriers, the expansion of
free trade? No. The hearing explored how
a new world of government subsidies to
industry would be incorporated into the
trade agreement.

That dubious concept is known as the
“green-light” proposal—that is, the
international trading community will give
a green light to more government interfer-
ence in the economy. With all our encour-
agement of government industrial plan-
ning, can anyone seriously blame the
Russian parliament for backsliding on
economic reforms?

The attempt to expunge “freedom”
from the political discourse is the defining
issue of this decade. The Democratic
party, as the party of the expanding feder-
al state, clearly has no desire to promote a
free people. Freedom cannot exist absent
restrictions on the powers of the state and
bureaucracy. Democrats represent the
interests and values of those who live by
the state. Their philosophy is one of con-

Stephen Moore listens as Cato adjunct scholar Julian Simon tells a Cato Policy Forum audience,

“Immigrants come to the United States to make a better life for themselves and their families, to get
away from corrupt governments and corrupt societies, and to help build a country dedicated to freedom

and opportunity.”
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trol. A free people is an impediment to an
efficient state. It is no wonder that the
Democrats have banished “freedom”
from their philosophy. In its place, they
promote statism.

What about the Republican party? The
Republicans, as reinvigorated by Ronald
Reagan 14 years ago, seemed rededicated
to freedom. Let me quote what ought to
be a defining message for Republicans.

We are a nation that has a govern-
ment—not the other way around.
And this makes us special among
the nations of the earth. . . . It is time
to check and reverse the growth of
government which shows signs of
having grown beyond the consent of
the governed. . . . It is not my inten-
tion to do away with government. It
is, rather, to make it work—work
with us, not over us; to stand by our
side, not ride on our back.
Government can and must provide
opportunity, not smother it; foster
productivity, not stifle it.

Those words, spoken by Ronald Reagan
in his first inaugural address, are an
embarrassing reminder of what
Republicans could stand for. Could but
frequently do not. Today, too many
Republicans prefer to be Democrat Lite.
As any beer connoisseur can tell you, Lite
is a tasteless, repugnant concoction.

(Cont. on p. 10}
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 Toward a New Relationship with Japan

-Io’s Message

N ext year will be the 50th
anniversary of the end of
World War II. That would be an
appropriate occasion for the
United States and Japan to estab-
lish a new relationship, one based
on mutual respect for the laws
and customs of the other nation
and a shared commitment to
resolving differences by mutual
consent.

One might hope that our cur-
rent relationship is based on

. comity and consent, but unfortu-
nately, that is not the case. For a decade U.S. trade policy has
been based on the premise that Japan's laws, regulations, and
business practices are an unfair barrier to trade, even if wholly
consistent with all prior bilateral and multilateral agreements.
And the U.S. government is about ready to impose trade sanc-
tions against Japan because the Japanese government has
resisted recent U.S. demands to manage the Japanese economy
in the interests of specific U.S. firms and industries.

Americans should be offended by the nature of the
demands that the U.S. government has made during the recent
negotiations on the “framework arrangements” for U.S.-
Japanese trade. Americans would be outraged if another gov-
ernment made similar demands on the U.S. government.

The proposed framework arrangement for the U.S.-
Japanese auto trade is illustrative of the larger set of demands
by the U.S. government. The proposed terms of that arrange-
ment are entirely unilateral and grossly discriminatory; they
would be illegal under U.S. law. The government of Japan, for
example, is expected to issue “guidance” to the Japanese auto
companies producing in the United States to

¢ increase their U.S. expenditures for research and develop-
ment, design, and engineering;

* submit projections of their purchase of auto parts for 1995
and subsequent years; and

* increase their purchase of U.S. auto parts, “with special con-
sideration for non-Japanese U.S. auto parts.”

The last provision is especially egregious, because it would
force the Japanese transplant companies, but not other U.S.-
based auto companies, to discriminate among U.S.-based auto
parts companies on the basis of the nationality of the compa-
ny’s owners.

Under other terms of the proposed arrangement, the gov-
ernment of Japan is expected to “actively facilitate and sup-
port” the purchase of foreign-produced automobiles and parts
by promotional notices and seminars; changes in the tax code,
regulations, and antitrust enforcement; and guidance to
Japanese auto manufacturers, dealers, and repair shops. Our
government, in summary, is demanding that the Japanese gov-

ernment guide Japanese firms to achieve U.S.-specified objec-
tives. All, of course, in the name of fair trade.

Japan is a formidable competitor—an economic rival but
not an adversary. Japan has a very productive economy, a
democratic government, and a mature culture. The necessary
condition for a new, more mature relationship between the
United States and Japan is for the U.S. government to treat
Japan more like we do other major friendly nations such as
Germany. The first step toward that goal would be to termi-
nate all U.S. trade measures specific to Japan, except those
based on a violation of some existing agreement.

The large U.S. trade deficit with Japan is not a sufficient
basis for the proposed U.S. measures. The bilateral deficit is a
consequence of the combination of Japan’s status as the
world’s largest net lender and the U.S. status as the largest net
borrower, is not a violation of any existing agreement, is not
sufficient evidence that Japan’'s economy is closed, and would
not be reduced by trade measures.

A second important step would be to encourage the
Japanese government to assume a larger responsibility for
regional security arrangements in northeast Asia and in the
major international organizations. That policy would be
strengthened by a phased withdrawal of the 100,000 U.S. mili-
tary personnel still in northeast Asia and by U.S. support of
Japan (and Germany) for a permanent seat on the UN Security
Council.

The sufficient condition for a more mature relationship
between Washington and Tokyo is for the Japanese govern-
ment to be more assertive in defense of its own interests and to
exercise more leadership in the major international organiza-
tions. For decades the U.S. government has leaned on Japan, in
part because the Japanese government has been relatively
acquiescent to the pressure. That should end; U.S. policy
would be more responsible, less discriminatory, if the Japanese
government adopted a “just say no” response to discriminato-
ry U.S. demands. However, Japan has been a substantial free
rider on the U.S. security guarantee, the U.S. leadership in the
multilateral trade negotiations, and other policies of enormous
value to Japan. That should also end. The Japanese govern-
ment, with much more at stake than has the U.S. government,
should take the lead on security issues in northeast Asia. Japan
is more dependent on multilateral trade than any other major
nation, and the Japanese government should assume more
responsibility for the success of the GATT.

The test of a mature relationship is whether it is peaceful,
productive, and often boring. We should honor the 50th
anniversary of the end of World War II by taking the first steps
toward a more mature relationship with Japan.
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Study Examines “Why Health Care Costs Too Much”

Third-Party Payment Blamed for Medical Inflation

Growth of Third-Party Payment and Expenditure

The major culprit in the seemingly
endless rise in health care costs is
the payment of medical bills by third par-
ties—insurance companies and govern-
ments—according to economist Stan
Liebowitz in “Why Health Care Costs
Too Much” (Policy Analysis no. 211). In
other words, writes Liebowitz, professor
of managerial economics in the
Management School of the University of
Texas at Dallas, what makes medical care
and health insurance so expensive is the
removal of the patient as a major partici-
pant in financial and medical decisions.

The nation’s bill for health care would
have been $300 billion less in 1992 and
only 8 to 9 percent of GNP instead of 13.6
percent if third-party payments had been
limited to catastrophic medical expenses,
Liebowitz writes. He cites several studies,
including one by the RAND Corporation,
providing evidence that third-party pay-
ments dramatically increase the use of
medical care. The RAND study found
that families with no coinsurance (com-
plete third-party payments) used 58 per-
cent more medical care than did families
who paid coinsurance. But the RAND
study found no significant difference in
health outcomes.

Liebowitz documents the increasing
share of medical bills paid by third-party
payers over a 25-year period (see accom-
panying figure) and the disastrous conse-
quences. For example, patients overuse
medical resources since those resources
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ducers of medical equipment create new
and more expensive devices, even if they
are of only marginal benefit, since third-
party payers create a guaranteed market.
Attempts to rein in those costs have led
to a blizzard of paperwork but proven
ineffective in controlling costs.

The cure for the present problems is
straightforward, Liebowitz writes. The
patient must once again be made the cen-
tral actor in the medical marketplace, as
the Patient Power plan would provide.
Patients need to be given the same moti-
vations to economize on medical care
that they have to economize in other
markets. Tax laws need to be rewritten to
allow the creation of medical savings
accounts, which would be used in combi-
nation with high-deductible catastrophic

It typically costs an employer more
than $4,800 to provide health insurance
for a worker, her spouse, and two chil-
dren. Under the Patient Power plan,
employers would purchase only cata-
strophic policies for workers, and work-
ers would deposit the savings in premi-
ums in medical savings accounts. The
medical savings accounts could be used
to pay small, routine medical bills not
covered by catastrophic health insurance.
If the account was not used to pay for
medical bills, the owner could roll it over
into an IRA to be used for other purposes
after retirement.

Returning the patient, and normal
market principles, to center stage is all
that is necessary to bring the costs of
health care under control, Liebowitz con-
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Biden, Breyer, and Property Rights

Rep. Armey, Mayor Goldsmith Spea

Cato€vepls

June 13: A Policy Forum posed the
question “Is the Davis-Bacon Act
Constitutional?” Nona Brazier, president
of Northwest Recovery Systems, and
Clint Bolick, vice president and director
of litigation at the Institute for Justice,
discussed their pending court challenge
to the act, which requires prevailing
union wages and work rules on federal
construction projects. Brazier said the
requirement harms black-owned busi-
nesses, which are smaller and use more
semiskilled labor than large unionized
companies. Bolick said that in the 1920s,
the sponsors of the act intended it to
exclude black workers from federal con-
struction jobs.

June 22: At a Roundtable Luncheon
with Cato staff members and journal-
ists, Bo Lundgren, Swedish minister for
fiscal and financial affairs, discussed
the Swedish government’s economic
policies.

June 23: A ”"New Perspectives for the
Nineties” seminar was held in
Pittsburgh, with Martin Gross, author
of The Government Racket: Washington
Waste from A to Z, as keynote speaker
and Lawrence Kudlow, economics edi-
tor of National Review, as luncheon
speaker. Cato staffers Edward H.
Crane, Stephen Moore, and Michael

Cato director of regulatory studies Edward L.
Hudgins is interviewed by a TV crew after his
remarks at a Cato Policy Forum on the crisis of
the welfare state.

Eloise Anderson, director of California’s
Department of Social Services, tells a Roundtable
Luncheon how the welfare system breaks up
families.

Tanner also spoke.

June 27: The ban on exporting Alaskan oil
costs tens of thousands of jobs and bil-
lions of dollars, according to Samuel A.
Van Vactor, president of Economic
Insight, Inc., who spoke at a Policy
Forum entitled “Time to Export Alaskan
Oil?”

July 6: A Policy Forum on “The G-7
Economic Summit: Fostering Reforms
or Preserving Failure?” inaugurated the
West at the Crossroads series of forums.
Edward L. Hudgins, Cato’s director of
regulatory studies, discussed the eco-
nomic woes of the welfare states of
Western Europe and Japan. Lawrence A.
Hunter, Republican staff director of the
Joint Economic Committee, focused on
the fiscal problems of the United States,
which he said stem from government
intervention in the economy.

July 7: At a Roundtable Luncheon,
Swedish economist Anders Aslund dis-
cussed “The Current State of Russian
Privatization.”

July 8: “Immigrants, Taxes, and Welfare”
was the topic of a Policy Forum featuring
Julian L. Simon of the University of
Maryland; Michael Fix and Jeffrey Passel
of the Urban Institute; and Susan Martin,
executive director of the U.S.
Commission on Immigration Reform.

July 13: Steve H. Hanke of Johns Hopkins
University and Francois Riegert, com-
mercial counselor at the French Embassy,
debated the question “Will France Lead
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k at Cato Forums

Europe to Laissez Faire or Drag It
toward Dirigisme?” Hanke said the
French government has done little to lib-
eralize its economy or privatize state-
owned enterprises. Riegert disagreed,
arguing that France’s economic growth
indicates that progress is being made.
The forum was part of the West at the
Crossroads series.

July 15: Rep. Dick Armey (R-Tex.) out-
lined his proposal for a flat income tax,
budget enforcement, and regulatory relief
at a Policy Forum entitled “The Freedom
and Fairness Restoration Act: At Last a
Prosperity Agenda for America.”
Armey’s bill would create a 17 percent
flat income tax that would exempt sav-
ings; it would also abolish the withhold-
ing tax.

July 20: ”Is NASA the Greatest Obstacle
to Space Enterprise?” was the issue
examined at a seminar held on the 25th
anniversary of the first moon landing.

July 20: A Policy Forum explored the
question “Is the European Union in
America’s Interest?” Nigel Ashford of
Staffordshire University in England said
the United States has good reason to
favor the European integration entailed
in the Maastricht Treaty and predicted
that the European Union would follow
liberal economic policies. Stephen
Haseler of City of London University,
who described himself as a social demo-

Mayor Stephen Goldsmith tells a Cato Policy
Forum audience how the federal government
prevents him from introducing privatization and
competition into municipal services.
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crat, agreed that the union would be in
harmony with American interests. The
forum was part of Cato’s West at the
Crossroads series.

July 22: A Policy Forum entitled “Dolan,
Biden, and Breyer: Will Property Rights
Survive the Senate Confirmation
Process?” focused on the legal protection
of property in light of recent events.
Roger Pilon, director of Cato’s Center for
Constitutional Studies, said that remarks
by Supreme Court Justice Stephen Breyer
and Sen. Joseph Biden (D-Del.) at
Breyer’s confirmation hearings indicate
that property rights will continue to
receive faint protection from the courts
compared with the protection accorded
other rights. John Echeverria, general
counsel of the National Audubon Society,
responded that the government should
not be obligated to compensate property
owners merely because a regulation
diminishes the value of their land.

‘July 26: At a Roundtable Luncheon with
Cato staff members, Eloise Anderson,
director of California’s Department of
Social Services, said that the welfare sys-
tem breaks up families, separates men
from their children, and encourages ille-
gitimacy.

July 28: Indianapolis Mayor Stephen
Goldsmith spoke on “Markets, Not
Mandates: What Cities Really Want
from the Federal Government” at a
Policy Forum. He described how federal
mandates and regulations hamper his
ability to privatize municipal functions
and streamline government. |

25th Anniversary of Moon Landing

Is It Time to Jettison NASA?

n the 25th anniversary of the first

Apollo moon landing, the Cato
Institute held a half-day conference on
the question “Is NASA the Greatest
Obstacle to Space Enterprise?”
Coordinated by regulatory studies direc-
tor Edward L. Hudgins, the conference

George S. Robinson of the Library of Congress
warns a Cato conference on July 20, 1994—the
25th anniversary of the moon landing—that “the
concentration of power and money in the. ..
government-industrial complex” ill serves the
cause of space exploration.

sought to examine how the government
bureaucracy raises the costs of, and other-
wise impedes, space exploration. George
S. Robinson, associate general counsel of
the Smithsonian Institution and formerly
of NASA, said it is clear that the “concen-
tration of power and money in the . . .
government-industrial complex” repre-
sented by NASA has ill served the cause
of space exploration and development.
He concluded that because of the vicissi-
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tudes of politics, only private enterprise
can provide a long-term, stable space pol-
icy.

David Gump, president of Lunacorp
and author of Space Enterprise: Beyond
NASA, questioned whether a govern-
ment agency was ever capable of making
the complex decisions about space explo-
ration that arose after the Apollo mission.
He said NASA's need to win the support
of many constituencies produces unnec-
essarily complex projects with conflicting
goals. The alternative is privately funded
space exploration, Gump said. His com-
pany is working on placing an
unmanned “tele-operated” rover vehicle
on the moon in 1997; the project is being
funded by a television network and a
theme park, which will have a simulated
lunar rover as an attraction.

Courtney A. Stadd, an independent
consultant, said the NASA he worked for
in the 1960s bears no relationship to
today’s “$14-billion, 22,000-populated
agency [that] has become almost
grotesquely inefficient, wasteful, and fun-
— : , :
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Lori Garver of the National Space Society
defends NASA as the key to developing a
“spacefaring civilization” at Cato’s conference on

the future of NASA.

damentally incapable of nurturing the
seeds of human space-flight exploration
planted by Apollo.” He noted the “unbe-
lievable innovation” occurring in the pri-
vate space-transport industry, recom-
mended that commercial concerns play a
larger role in space exploration, and
called for cuts in NASA’s overhead. But
Lori Garver, executive director of the pri-
vate National Space Society, said NASA,
although a bureaucracy whose policies
have failed, should be revamped, not
abolished, because it is vital to creating a
“spacefaring civilization.” n
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-Immigrants, Taxes and Welfare: The Facts

Policy Ropum

he Cato Institute held a Policy Forum on

July 8 in the F. A. Hayek Auditorium to
discuss immigration’s impact on taxes and
welfare. Among the speakers were Susan
Martin, executive director of the U.S.
Commission on Immigration Reform;
Michael Fix of the Urban Institute; and
Julian Simon, professor of economics at the
University of Maryland and adjunct scholar
of the Cato Institute. Excerpts from their
remarks follow.

Susan Martin: Because the U.S.
Commission on Immigration Reform’s
first report isn’t due until the end of
September 1994 and its second one isn't
due until September 1997, it's a bit awk-
ward to address some of the issues raised
here. But this is a valuable forum for get-
ting at some of the most vexing public
policy issues that the commission is fac-
ing. Take, for example, the question of
whether immigration constitutes a contri-
bution to or a drain on the public coffers
of the United States.

If you're talking about aggregate
long-term effects, the answer is very
clear: immigration has always been and
is likely always to be a contribution.
However, I don’t believe that’s a suffi-
cient answer. People don’t live in the
aggregate, and they don't live in the long
term, so we need to understand the dis-
aggregated effects of immigration in
order to respond better to some short-
term negative impacts that have very real
effects on those who experience them.

We really don't know the answers to
questions about the costs and benefits of
immigration. There are three principal
reasons we don’t have the answers yet.
The first is weaknesses in data and
methodology. We're moving from aggre-
gate into more specific impacts. The
problems with the data need to be dealt
with in innovative ways so that we can
use some of the administrative data that
the government collects to learn more
about the earnings of different categories
of immigrants in different locations at
different points in their lives.

Although some of the weaknesses are
in the data, the methodological weak-

nesses become very clear if one looks at
Donald Huddle’s research on the one
hand and the Urban Institute’s research
on the other. Present research relies on
certain methodological assumptions. But
what may appear to be only slight shifts
in some of those assumptions create
shifts of billions of dollars in costs and
benefits.

The commission is very concerned
about present-day researchers’ lack of
consensus on methods and assumptions.
We're interested in establishing a panel of
expert methodologists who have not
been involved in this debate but who
know something about the benefit pro-

Susan Martin: “Aggregate and long-term, immi-
gration is likely always to be a contribution. But
people don’t live in the aggregate, and they don‘t
live in the long term.”

grams as well as immigration and trying
to forge a consensus among those experts
on just what they would consider an
effective methodology for measuring
costs and benefits and an appropriate set
of assumptions to use in doing so. Then
the commission would like to be able to
sponsor some research using that
methodology to see what answers it
would yield.

Second, we need much more disag-
gregated data. The Urban Institute has
made a major contribution by beginning
that discussion and looking at various
categories of immigrants in various loca-
tions and understanding the interplay of
the federal, state, and local impacts. We
need to know more about who the win-
ners and losers are—not just how the
immigrants are doing but whom they’re
affecting. And we need to view that

information in terms of age, gender, skill
levels, race, ethnicity, the state of the
economy, and a better understanding of
how economic cycles affect the adapta-
tion of immigrants as well as their
impact.

Third, the view that what is happen-
ing today is different from what hap-
pened in the past and that that means
immigrants might have more negative
effects is much too simplistic. (I'm a his-
torian by training, and I remember read-
ing treatises saying that the new immi-
gration was awful because of the closing
of the frontier. Of course, the authors of
those treatises missed the coming of
industrialization and the fact that the
immigrants were spurring on the indus-
trial revolution.) We need to look at
immigration in a very open way, under-
standing both the positive and the nega-
tive impacts of some of today’s develop-
ments, because we're in as much of a sea
change today as we were in 1890 when
the frontier closed.

Let me just mention four areas in
which I hope we can get a better sense of
what the implications of those develop-
ments are for immigration policy. The
first is economic restructuring. We've
been aware for a long time that economic
cycles have an effect on the way immi-
grants are received and what happens to
them. But it appears now that there is
some more fundamental restructuring
taking place in the economy, and we
don’t really know just what role immi-
gration will play. We don’t know what
kinds of skill levels, what numbers, what
types of criteria for admission make
sense within that context.

The second area is health and welfare
reform. Not only is the issue of immi-
grant eligibility for benefits coming up in
the context of health and welfare reform,
but what happens with those reforms
will determine the future for immigration
in terms of benefits and costs.

The third area probably represents the
biggest change in thinking about the
future—the end of the Cold War.
Geopolitical changes will have a major
impact on our refugee policy in the
future. Refugees have tended to use ben-
efits more than other immigrants for a
very good reason: our way of providing
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transitional help to refugees is to put
them on welfare. We need to reevaluate
that practice.

A fourth area that we need to look-at
is family trends or “family values”; there
is a lot of concern about the disintegra-
tion of the family in the United States
today. If I can think of one public policy
that consistently has had as one of its
objectives the support of family, it’s
immigration. The principal objective of
legal immigration is family reunification.
We have to look at how we think about
immigration as a part of our general con-
cept of families. That’s on the positive
side. There are also some negative
aspects; historically, the second genera-
tion of immigrants starts to look just like
the rest of us. Somehow the family values
immigrants come in with tend to get lost.

Michael Fix: Obviously, welfare and
immigration are difficult issues and mat-
ters of contention when dealt with inde-
pendently. But if you put them together,
they’re even more controversial, and they
have been put together—they’ve been
joined at the hip—by the welfare reform
proposals being advanced by both the
Democratic and Republican parties. As
you know, all of those plans would
reduce immigrant eligibility for public
assistance. Some are more punitive than
others that have less reach and are less
severe.

I submit that the issues of welfare and
immigration are interesting and impor-
tant not only for what they are—and
what they are is a battle over money,
rights, and who is and who is not a mem-
ber of this society—but also for what they
tell us about how people are thinking
about immigration today. People’s think-
ing is driven by a number of misconcep-
tions. One of the foremost is the idea that
immigration is one undifferentiated poli-
cy that is an abject failure because we
have failed to control our borders and
reduce the level of illegal immigration.

Although there is some truth to the
claim that we have not been successful in
controlling illegal immigration, we need
to break immigration policy down into
three distinct domains. The first is legal
immigration for family and employment-
related reasons; the second is our human-
itarian admissions, principally our
refugee and asylum policy; and the third
is control of illegal immigration. One rea-
son we need to do that is because the

human capital endowments and patterns
of incorporation of refugees, legal immi-
grants, and illegal immigrants differ, and
those differences have significant impli-
cations for public policy. Nowhere is that
more evident than in the welfare area.

A second misconception that we are

wrestling with is a failure to think in

time, to view the immigrant population
in dynamic terms. When the immigrant
population is viewed longitudinally, we
see that its economic and social integra-
tion is quite dynamic. That explains the
comparatively low welfare use among
working-age immigrants, and it explains
to some extent the declining welfare use
among refugees. The fervid discussion
over the last couple of years about immi-
grant use of welfare has obscured our
perception of the dynamic social and eco-
nomic incorporation of immigrants into
this society.

Let me summarize a few key points.

Michael Fix: “Welfare use among immigrants of
working age is extremely low—substantially
lower than among natives.”

First, immigrants, especially illegal immi-
grants, are already barred from federal
public benefit programs to a degree that
is simply not appreciated in the public
discourse. Second, welfare use among
immigrants is in general slightly higher
than it is among the native population.
But if you go underneath the numbers,
what you find is that immigrant use of
public benefits is very much concentrat-
ed within two subpopulations: refugees
and elderly immigrants who receive
Social Security benefits. Welfare use
among immigrants of working age is
extremely low—substantially lower than
it is among natives—and welfare use

among illegal immigrants is virtually
undetectable, given the current statistics.
I would suggest that efforts to slow ille-
gal immigration by curbing immigrant
access to public benefits have not suc-
ceeded in the past, and that they hold lit-
tle promise of doing so in the future.

I would also argue that the issue of
immigrants and welfare is important
because it marks a departure in immigra-
tion policy from efforts to limit the mem-
bership in this society for illegal immi-
grants, which has been the focus of our
policy for the last decade and a half, to
limiting membership in this society for
legal immigrants. And it raises basic
questions about membership that need to
be addressed head-on in the public
debate, not in the back-door way they’'re
being taken up in the current welfare
reform debate.

There are at least three wellsprings of
the discontent that has brought us to the
point where we are looking to exclude
legal immigrants from public benefits.
First, there’s opportunism. We need the
money to fund welfare reform. But I can’t
help but contrast the principle-driven
debate about the social contract that ani-
mates the welfare reform debate with the
ad hoc character of the strategies that are
being debated to finance it.

A second wellspring of discontent is
the effort to reduce the lure of the welfare
magnet. In the old days, proponents of
immigration control would show a
horseshoe magnet: one pole of the mag-
net was the lure of jobs, the other pole
was the lure of welfare.

A third wellspring, which explains
the proposals to reduce the eligibility of
immigrants for public welfare, is a tacit
complaint about immigration flows to
the United States and about the declining
quality of immigrants, in terms of both
skills and education, as well as their will-
ingness to use welfare—in effect a com-
plaint about their character and their val-
ues.

Julian Simon: It's a very special joy to
study immigration this week of July 4th
when we celebrate the heritage of the
United States. The human face of immi-
gration, even illegal immigration, is par-
ticularly evident this week at the World
Cup, as we read in the newspaper about
our team: Midfielder Hugo Perez’s fami-
ly sneaked into the United States from El
Salvador when he was a child. The wife

(Cont. on p. 8)
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-.and two children of Fernando Clavijo,
who played spectacularly against Brazil,
moved to the United States from
Uruguay as illegal aliens in the 1980s. He
bussed tables and cleaned factory floors
around New York City to make ends
meet until his indoor soccer career took
off. Striker Roy Weggerly was born in
South Africa.

They, like other immigrants, came to
the United States for the very best of rea-
sons: to make a better life for themselves
and their families, to get away from cor-
rupt governments and corrupt societies,
and to help build a country dedicated to
freedom and opportunity. And our
nation has often acted with generosity
beyond what people believed was in our
self-interest, even though our self-interest
was better served than most people ever
believed.

Now I'll become an economist and
demographer and get to the facts and the
analysis. The hot news about the effects
of immigration on the pocketbooks of
natives is that everything that we’ve
known for years is still true. And the
claim of the anti-immigration activists
that immigration was good in the past
but conditions have changed is false.

Here is a thumbnail summary of the
situation: Every time our immigration
policy lets one more immigrant come
into the country, on average, the stan-
dard of living of natives goes up. And
every time we shut the door against an
immigrant, on average, our pocketbooks
suffer. The most important policy issue is
the total number of immigrants that
we're going to let into the country. It's
very important for us to keep our eyes on
that, because it's very easy for that to get
lost in a welter of emotional issues: Will
immigrants be people from country A or
from country B? Will they be refugees, or
will there be skill-based immigration?
The main issue gets lost in discussions of
illegality and charges of crime and terror-
ism. Again, the key policy issue is, how
many people will be allowed into the
country?

Let’s start with a couple of demo-
graphic facts. First, the rate of immigra-
tion now is not high but low. You hear
anti-immigration organizations saying
things like (I quote the Federation for
American Immigration Reform)

“Immigration to the United States is at
record levels.” In the decade from 1905 to
1914, more than 10 million immigrants
came to this country; that's an average of
more than a million a year, whereas the
highest number of legal immigrants from
then until 1988 was 650,000. Since 1988
the numbers have gone way up, but that
reflects amnesty granted to people who
had been in the country a long time. And
even if we add to the 650,000 the highest
conceivable number of illegals—say,
250,000 or 300,000, according to Bob
Warren at the Immigration and
Naturalization Service, who keeps tabs
on those things—the absolute number of
immigrants coming now is not as high as
it was almost a hundred years ago.

Julian Simon: “The hot news about the effects
of immigration on the pocketbooks of natives is
that everything we’ve known for years is still
true.”

The economic impact of immigrants,
though, is not related to their absolute
numbers but to their numbers relative to
our population size. The immigrants
who came between 1905 and 1914 came
at the rate of about 1 percent of our pop-
ulation each year. Nowadays, immigra-
tion is at the rate of only about a third of
a percent.

Second, let’s talk about the costs and
benefits of immigrants. The supposed
costs that capture the public’s imagina-
tion most are welfare costs and services
such as schooling. The last good take on
those costs in the United States came
from a 1976 survey done by the Census
Bureau. From it I found that immigrant
families, putting old-age welfare aside,
average about the same level of welfare
as do native families. But when you add
old-age payments in, immigrant families
receive far less in welfare services than
do average native families.
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On the other side of the ledger,
immigrants pay more than their share
of taxes. Within three to five years after
arriving in this country, immigrant fam-
ilies’ earnings reach or pass the earnings
of the average native family. (That’s
because the population of American
families includes a lot of retired fami-
lies.) If we now do an analysis to deter-
mine the lifetime effects of an immi-
grant family, taking into account the
expected effects over the future years—
and that’s the only appropriate frame-
work for such a study—we find that
immigrant families contribute about
$2,500 per year to the public coffers
more than they take out. And when you
add that up over a lifetime, it comes to
about two years’ full-time earnings for
an average native. That means that an
average native could retire about two
years earlier than otherwise, because of
an immigrant family.

No study has been produced to con-
tradict what I just said. And in Canada,
where the conditions are very different,
Ather Akbari has recently used the same
methods to do a study that arrives at just
the same sorts of conclusions.

Why does it happen that immigrants
put in more than they take out? The
main reason is that they come when
they’re young and when they’re strong,
when they’re just beginning their work
life rather than when they are taking
from the public coffers as retired people.
A second reason is that though many
more immigrants than natives come
from the bottom end of the educational
scale, immigrants also are much more
highly represented at the top end; that is,
a much larger proportion of new immi-
grants than of natives has 16 or more
years of education. So, for these two rea-
sons—they are young and they are well
educated—immigrants are able to put
much more in than they take out.

As to illegals, people say, well, we're
hurt by having to pay for services for
them. That's ironic because we rip off the
illegals unmercifully: we take their taxes,
and we don’t give them any services
because they can’t legally request them,
and also because many go back before
they would collect old-age payments. So
the story for illegals is the same as for
legal immigrants.

Let me say a word about another
charge frequently made against immi-
grants: immigrants increase native unem-
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ployment. The logic is simple: if you've
got a fixed number of jobs, and some jobs
go to immigrants, there have got to be
some natives unemployed. But in the
past decade, there has developed a large
body of solid econometric research,
based on a variety of methods and data,
all of which agrees that immigration does
not increase native unemployment. The
explanation is simply that immigrants
not only take jobs, they make jobs. They
earn, but they also spend.

Now a word about recent research.
The anti-immigration organizations
attempt to counter the above findings by
saying that recent immigrants have
what's called “lower quality” than those
in the past. For example, George Borjas
writes about the increasing proportion of
the unskilled among those who come to
our shores. That's not true. There have
always been significant numbers of
immigrants with eight years of education
or less, from indentured servants to
slaves, right up to the present. But the
proportion has been coming down, not
going up. We have excellent studies right
through the 1980s from the Census
Bureau: a decreasing proportion of immi-
grants has come with eight years of edu-
cation or less. Ever since 1965, an increas-
ing proportion of new immigrants has
been in the top education category, and
the gap is widening, just the opposite of
what you read and hear so frequently.
The data are indubitable.
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alifornia’s school-choice initiative,

Proposition 174, was well
designed, writes David J. Harmer in
School Choice: Why You Need It, How You
Get It, and school-choice activists can
learn much from its defeat at the polls.

Harmer’s book, just published by
the Cato Institute, offers an annotated
discussion of the complete text of
Proposition 174, which Milton
Friedman called “by far the best formu-
lated version [of school choice] that has
yet been put to the voters anywhere.”
Harmer explains, for the benefit of
future activists in California and other
states, just why each provision of the
initiative was written as it was.

School Choice makes a comprehen-
sive case for educational reform.
Harmer reviews the evidence on school
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test scores—and concludes that gov-
ernment schools are not adequately
preparing graduates for college, work,
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the budget of the Los Angeles Unified
School District, he finds that only 36
percent of its expenditures ever reach
the classroom. Harmer lists the titles of
31 LAUSD nonteaching personnel who
make over $100,000 a year, along with
80 “categorical programs” virtually
unrelated to education that cost
California’s school system more than
$4 billion a year.

Drawing on his experiences living in
the inner city, Harmer writes: “Parents
in the poorest circumstances some-
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children to do better. They want good
schools and they know where good
schools are. School choice opens those
schools to them.”

Harmer, an attorney who served as
president of the Excellence through
Choice in Education League, which put
Proposition 174 on the ballot, reviews
previous efforts at school reform and
concludes that only a scholarship or
voucher plan can break up the
entrenched bureaucracy that resists
reform. His vivid story of how the
education establishment made good on
its vow to fight choice “fang and claw”
provides a frightening lesson for school
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arguments about why we need school
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. The task of conservatives is to chal-
lenge the Republican party to return to its
true principles rather than try to mirror
Democrats. The alternative is corruption,
and never has government been more
corrupt. No, not more venal or dishonest
but corrupted by anonymity and uncon-
tested power. Government touches every
life. How ironic that we, a free democra-
cy, won the Cold War against commu-
nism but now seem incapable of prevent-
ing the growth of powerful centralized
government—and even seem to embrace
its basic concepts—here in America.

The Roots of Big Government

The threat of big government is hard-
ly a recent problem. It did not begin with
Clinton or Carter or LBJ or FDR. We must
go back to the turn of the century, and
another Roosevelt, Teddy, to find the
source of the modern welfare state. The
Progressive Era created the desire for
government intervention. It was inspired
by a real problem, namely how a rapidly
industrializing society would maintain a
representative government that promot-
ed the common welfare.

Instead of relying on the principle of
freedom based on federalism and free
markets, the Progressives turned to
expanding the federal government. The
first step was to utilize the Commerce
Clause in the Constitution to expand the
powers of Congress. Such contemporary
failures as the Superfund program and
such modern burdens as the Americans
with Disabilities Act owe their existence
to an expanded reading of the Commerce
Clause. That reading has meant that
Congress could regulate, could mandate,
nearly everything—and, unchallenged, it
has.

The Progressives were inspired. As
Samuel Eliot Morison states in his history
of America, the Progressives “looked for-
ward to a ‘welfare state’ controlled by
Congress but staffed by an intelligent and
dedicated bureaucracy.” Even back then
Republicans lost their bearings. The
Republican Roosevelt created the cabinet-
level Departments of Commerce and
Labor. His Republican successor, William
Howard Taft, promoted the Sixteenth
Amendment to the Constitution—the
federal income tax. That is the kind of
mischief that results when political par-

ties compete to promote statism.

The result is best summed up by a
1917 Supreme Court decision. At the end
of the Progressive Era, the Court
declared, “There can be nothing private
or confidential in the activities and
expenditures of a carrier engaged in
interstate commerce.” We can see a
straight line of that thinking down to
today. The attitude is afoot that the feder-
al government can interfere in the activi-
ties of any individual engaged in any pri-
vate enterprise.

Just as some turn-of-the-century
Republicans aided and abetted the birth
of statism, we find today that many
Republicans, even some who claim to be
conservatives, continue to promote big
government. The problem of too many
Republicans is that they assume big, and
perhaps bigger, government is here to

“The attempt to
expunge ‘free-
dom’ from the
political discourse
is the defining
issue of this

decade.”

stay and that the only question is who
will run it. Those Republicans are wrong,
Disdain for modern big government is
wise, patriotic, and even lovely.

Let me remind you that the creators of
our problem, the Progressive reformers,
argued that power and wealth in
America were distorted. Yet by the end of
the Progressive Era, power was even
more concentrated in the federal govern-
ment, and the income of the average
American had not improved. While the
Progressives tried to subdue the robber
barons of commerce and trade, they
themselves became the robber barons of
personal liberty. Incomes did not
improve until the 1920s—a period when
free-market ideas flourished and govern-
ment interference was subdued. That
period of growth, of course, crashed to a
halt when Congress imposed new trade
tariffs in 1929.

It would be wise for conservatives to
revive the idea that even when we are the
government, government must be the
enemy. Its very nature is subsuming and
must be confronted on principle. One of
my favorite observations, by Alexis de
Tocqueville, describes that predicament:

After having thus successfully
taken each member of the com-
munity in its powerful grasp, and
fashioned him at will, the
supreme power then extends its
arm over the whole community. It
covers the surface of society with
a network of small complicated
rules, minute and uniform,
through which the most original
minds and the most energetic
characters cannot penetrate, to
rise above the crowd. Thus will of
man is not shattered, but softened,
bent, guided; men are seldom
forced by it to act, but they are
constantly restrained from acting:
such a power does not destroy,
but it prevents existence; it does
not tyrannize, but it compresses,
extinguishes, and stupefies a peo-
ple, ‘til each nation is reduced to
be nothing better than a flock of
timid and industrious animals, of
which the government is the
shepherd.

The Conservative Mission

True conservatives have a clear mis-
sion. We must resist the promise of com-
forts delivered by a powerful state in
exchange for bits of liberty easily ceded
and virtually unrecapturable. An all-
powerful state will casually but cruelly
exercise its power and often seem to be of
service when doing so.

The corruption of statism goes hand
in hand with the growing anonymity of
power, of politics. Members of Congress
continually vote to give vast amounts of
power to the federal bureaucracy. Broad
policy goals are written into statute. The
Occupational Safety and Health Act,
passed in 1970, is only a few pages long.
It delegates to the bureaucracy extensive
police and regulatory powers.
Bureaucrats set workplace health stan-
dards based on questionable or nonexis-
tent risk assessment. Americans spend
$47 million per individual to reduce sus-
pected health exposures. Fines are
imposed, costs mandated, and no one

can be found who voted to do that. Other
laws are equally vague and burdensome.

Look at the Americans with
Disabilities Act. It is a gold mine for
bureaucrats writing the regulations
required or desired, and lawyers looking
for fees love it. As I found out several
days ago, small communities in my state
cannot even resurface roads because the
law requires curb ramps to be installed
simultaneously.

Much has been made of the 1,300-
page Clinton Health Act. It is long simply
because it seeks to totally restructure and
regulate one-seventh of our economy.
The original Medicare Act was less than
100 pages. Even with the Clinton bill’s
1,300 pages, the regulatory authority
given to the bureaucrats will be enor-
mous. The regulations they enact will be
anonymous. No senator will have voted
for them, yet all Americans will be
required to abide by them. No one will be
accountable, because no one will be
responsible.

* The message of liberty and freedom
does not need shaping; it needs amplify-
ing and implementing. More important,
we must do more than talk. We have had
enough—indeed, we have had much too
much—of politicians, Republican and
Democratic alike, who espouse conserva-
tive rhetoric while enacting liberal poli-
cies. George Bush’s Clean Air Act and
Civil Rights Act and Americans with
Disabilities Act and tax increases were
not the policies of conservative govern-
ment. They were the policies of more
government. Statist, elitist, and com-
manding, Bill Clinton is no new
Democrat! He is a big-government
Democrat.

Government, in the past six years, has
crossed a threshold in managing our
economy and meddling in our lives, and
we have unfortunately let it do so. We are
faced today with a virtually socialistic
administration reaching for unprecedent-
ed government intervention into every
aspect of each of our lives.

The new embrace of government
demands we give up our liberty in
exchange for safety, education, and
health. Freedom is sacrificed for the
promise of security.

Look at the administration’s three
principal efforts:

e the national education bill, Goals 2000,
which would ensure that at some point in

time Americans will be dependent on
Washington for the education of their
children;

¢ the crime bill, which would nationalize
both the police and the courts; 100,000
new police officers sound like a welcome
addition, but when the communities of
America become dependent on
Washington for their police protection,
and the federal government asks them to
change their sentencing laws and other
policies in order to get funding,
Americans will have become dependent
on Washington for their physical security;
and

e national health care, which would
cause Americans to become dependent
on Washington and on people whom
they do not know for their health and
well-being and that of their families.

While believing government has

“Tt would be wise
for conservatives
to revive the idea
that even when
we are the gov-
ernment, govern-
ment must be the
enemy.”

failed to adequately perform its appropri-
ate tasks, an ever-increasing majority of
Americans see government as an out-
right adversary; in fact, we fear it. Instead
of viewing government as a protector of
our rights, we seek to hide from it lest it
take notice of us and deny even more.

Bill and Hillary Clinton today
unapologetically promote the bigger-is-
better ideology of government that the
American people reject. Clinton advo-
cates programs that Americans adamant-
ly oppose and governs amidst swirling
accusations of unethical and amoral per-
sonal conduct. Yet he remains relatively
popular. Why?

Although they disapprove of where
he is going, Americans perceive that he is
at least leading. That leadership is con-

11

trasted to an opposition party that knows
little but the “me-too” Republicanism of
compromise and conciliation. Whatever
new proposals the Clintons offer,
Republicans want just a little less of the
same. Sen. Lauch Faircloth of North
Carolina described that tendency with his
usual insight. “If the Democrats intro-
duced a bill to burn down the Capitol,
we’d offer a compromise to phase it in
over three years.”

The Task at Hand

The task for us, as conservatives, is as
clear as our message. Good government
is self-government. Self-government is
not anonymous. The people are ready
even if their leaders are not. We are
rebelling against the postal monopoly
with faxes and Federal Express. We're
taking back education with the voucher
movement. We're taking responsibility
for our own protection with the Guardian
Angels, neighborhood watches, and pri-
vate security forces in our malls.
Americans don't realize it, but the shop-
ping malls have become their new cities,
the places where families walk together,
youngsters court, and friends meet with-
out fear. Why? Because the malls are pri-
vate property; vagrants and criminals are
not allowed there; security is provided
not by the police but by the private prop-
erty owner. Americans are reclaiming ele-
ments of their lives in a form of self-gov-
ernment that is defying the national gov-
ernment.

The people are stirring. And I tell you
that as the Republican party was born
from the ashes of the Whigs so too can a
new party rise from the ashes of a party
that refuses to confront the defining issue
of the day—American liberty.

Last month’s National Review pub-
lished an article I wrote entitled “Can the
GOP Take America Back?” The responses
I received from readers suggest that
Americans hunger for conservative lead-
ership.

In my article, I enumerated broad
philosophical guidelines for conservative
action: cut taxes, stop thinking of entitle-
ments as rights, privatize rather than fur-
ther socialize medicine, deregulate every-
where, end federal and judicial tyranny
over the states, restore personal responsi-
bility, abolish racial and other special
preferences, restore control of education
to parents, curb crime, restore communi-
ty moral standards—and you don’t do

(Cont. on p. 12)
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those things from Washington. The con-
servative error has been to say, “We know
how to take care of your morals.” The
answer is to let communities and local
governments define their own morals as
Washington stays out of the way.

Do we need a federal Department of
Education? It has squandered over $400
billion in its 20 years of existence—yet
educational achievements have plum-
meted. It should be abolished, and con-
trol of schools should return to the local
level. That is one way to circumvent
those who oppose school choice.

Welfare should be returned to the
states as a block grant. And the crime bill
should, I reluctantly conclude, not be
passed. While Congress tries to address
the crime issue with greater federal man-
dates and controls, the destruction of the
family and moral values, coupled with
revolving jail and courthouse doors,
remains the real problem today.

Borrowing from my friend Bill
Bennett’s concise analysis, welfare and
illegitimacy are the root cause of our
crime problem today: undisciplined
groups of unsocialized males are allowed
to run amok unsupervised in our neigh-
borhoods. Conservatives ought to be for
more than just locking up the criminals.
We must embrace basic values and
demand good citizenship. Fix the welfare
problem, and you will have taken a giant
step toward solving the crime problem.

We must start now to question the
premise of each government program
and activity. Every government program,
existing or proposed, should be judged
against five simple considerations:

1. Does it restrict or increase the
growth of government?

2. Does it expand or deny personal
liberty?

3. Will it create or diminish economic
growth?

4. Will it foster or deny America’s tra-
ditional values?

5.Will it ensure or diminish
Americans’ security?

Government programs or proposed
activities should be either abolished or not
created unless in each instance the basic inter-
est of a free people comes first.

These may well be radical proposals

inside the Beltway, but they are main-
stream to main-street America. If you
doubt that, just look at the popularity of
Rush Limbaugh and the burgeoning cir-
culation of conservative publications.
Even in the hotbed of liberalism,
Washington, D.C., G. Gordon Liddy has a
successful conservative radio talk show
and Armstrong Williams attracts both
blacks and whites to conservatism.
Conservatives have the right message
for the American people. And today,
more than at any time in recent years, we
have a unique opportunity to find new
ways of conveying that message, of
reframing the debate. We have innova-
tive and creative ideas—and ideas do
have consequences. Leaders of courage
and principle can put our ideas into prac-
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tice and the state into retreat.

Government was not meant to pos-
sess us, rule us, encompass us, judge for
us, substitute for us. It was meant to
serve us. This nation began as a noble
self-governing tribe of free peoples
respecting each other as Americans
under God—not under Washington.
Americans know that, even if their gov-
ernment does not.

Since we are meeting in the F. A.
Hayek Auditorium, let me conclude with
a quote from Dr. Hayek: "By giving the
government unlimited powers the most
arbitrary [and I would add ‘anonymous’
and ’corrupting’] rule can be made legal,
and in this way a democracy may set up
the most complete despotism imagin-
able.”
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Welfare Can’t Be Reformed, Must Be Ended, Study Says

Cato Studies

ational welfare reform must avoid

bringing more people into a cycle of
welfare, illegitimacy, and fatherlessness,
and the only way to do that, writes
Michael Tanner, Cato’s director of health
and welfare studies, is to eliminate the
entire social welfare system for individu-
als who are able to work. In “Ending
Welfare As We Know It” (Policy Analysis
no. 212), Tanner argues that welfare bene-
fits breed disincentives and destructive
behavior that trap the recipient in pover-
ty. He cites studies that show that welfare
encourages out-of-wedlock births, which
lead to fatherlessness, poverty, crime, and
more illegitimacy.

Furthermore, job training and public-
service jobs are unlikely to give recipients
the job skills or work experience neces-
sary to find work in the private sector
and will do little good for those welfare
recipients most at risk for long-term
dependence—teenage mothers, 80 per-
cent of whom are high school dropouts.

Tanner argues that unless we elimi-
nate the programs that shield people
from the natural consequences of their
actions, out-of-wedlock births will con-
tinue to rise, especially among teenagers.
Adoption should be encouraged for
those women who bear children they
cannot afford to raise, he writes.
Individuals who are able to work but
cannot support themselves through the
job market should be required to fall back
on the resources of family, church, com-
munity, or private charity.

Tax and Expenditure Limitations
Can Curb States

Tax and expenditure limitations
(TELs), if properly constructed, are effec-
tive in restricting the growth of state
taxes and spending, according to a study
by Dean Stansel, a fiscal policy analyst at
the Cato Institute. In “Taming Leviathan:
Are Tax and Spending Limits the
Answer?” (Policy Analysis no. 213), he
reports that less than five years after
implementation of a TEL, a family of four
faced a state tax burden, on average, of
$650 less than it would have faced with-
out the limit. Tax limitation initiatives
may be on the ballot this November in as

many as six states, including Florida,
Oregon, and Missouri.

Stansel examines the tax and spend-
ing records of states with TELs and ana-
lyzes their strengths and weaknesses to
develops a blueprint for the ideal TEL,
which should have the following charac-
teristics.

¢ It should originate with and be
approved by the voters, where possible,
rather than the legislature.

* It should be constitutional rather
than statutory.

* It should apply a cap to 100 percent
of the budget rather
than to only certain
categories.

e It should cap
spending rather
than revenue or
taxes.

¢ It should limit
the growth of
spending to the
growth rate of pop-
ulation plus infla-
tion rather than to the growth of personal
income.

* It should require voter approval for
its provisions to be circumvented.

¢ It should apply to both state and
local governments. And it should allow
for transfer of responsibility to local gov-
ernments and provide for the appropriate
adjustments in each jurisdiction’s limit.

¢ It should not require additional
action by the legislature for implementa-
tion.

* It should give taxpayers standing to
sue to enforce its provisions and require
injunctive relief to prohibit any illegal
taxes or spending while suit is pending.

Stansel concludes that even the exist-
ing TELs that do not contain all those
provisions have helped to rein in the
growth of state taxes and spending and
that an ideally designed TEL would have
a much greater impact.

Draft Registration Is Useless and
Expensive
President Clinton’s endorsement of
continued draft registration demon-
strates how difficult it is to terminate
even the most useless government pro-

grams, says Doug Bandow in ”Draft
Registration: The Politics of
Institutional Immortality” (Policy
Analysis 214). Bandow, a senior fellow
at the Cato Institute and a former assis-
tant to President Reagan, notes that
even the Pentagon has admitted that
registration could be discontinued with
no adverse effect on national security.

The study points out that President
Carter reinstituted draft registration to
demonstrate toughness toward the
Soviet Union after it invaded
Afghanistan. But today there is no
Soviet Union, America’s military
power is unrivaled, and the all-volun-
teer force is an undoubted success.

Clinton’s three reasons for retaining
registration all lack credibility. His first
rationale, that the sign-up constitutes a
relatively low-cost “insurance policy,”
ignores that fact that registration was
always designed to generate a large
conscript army for a protracted conflict.
In the post-Cold War era, such a con-
flict is utterly improbable.

Moreover, the Pentagon does not
need peacetime registration even to
create a conscript army, Bandow con-
tends. The Carter administration
developed a feasible postmobilization
plan to begin inductions within 17 days
without advance registration.

The president also states that ending
registration could send the “wrong sig-
nal” to potential enemies. But
America’s military credibility is the
result of highly skilled personnel and
advanced weaponry, not the existence
of an inaccurate list of potential con-
scripts.

Finally, Clinton argues that registra-
tion can help “maintain the link
between the all-volunteer force and
society at large.” That rationale,
Bandow contends, is especially inap-
propriate coming from someone who
did everything possible to avoid mili-
tary service. In any case, merely sign-
ing a draft card does not instill patrio-
tism.

Bandow concludes that ending draft
registration would save American tax-
payers $25 million a year and set a use-
ful precedent for terminating other
archaic and unnecessary government
programs.
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Borens, McCollister Take Cato Posts,
Young Named Research Associate

R obert N. Borens is the new direc-
tor of development for the Cato
Institute. Borens formerly headed the
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Robert N. Borens Anna M. McCollister

Washington office of Getty Oil, which
he describes as “one of the few corpo-
rations that were committed to the
principles of individual liberty and free
markets that Cato stands for.”

Anna M. McCollister has been
named director of public affairs at the
Cato Institute. She previously worked
for Citizens for a Sound Economy and
the E. Bruce Harrison Company and
most recently was founder and vice
president of Risk Communication
International. Earlier in her career, she
worked in radio news and as a stringer
for the New York Times.

Individualist feminist author Cathy
Young has been named a research asso-
ciate of the Cato Institute. Young is a
frequent contributor to Reason and the
Washington Post’s Sunday “Outlook”
section. Her articles have criticized
left-wing feminist legal theory and
other aspects of feminist philosophy.
She is currently working on a book
entitled Gender Wars. |
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Transport Regulation Adds Costs;
Mortgage Bias Studies Are Flawed

S. maritime policy has failed and
should be radically changed,
writes economist Allen R. Ferguson in
the latest issue of Regulation (1994, no.
2), which focuses on the regulation of
transportation. “U.S.-flag carriers are
not competitive; they are less efficient
than those of other high-wage, indus-
trial countries, as well as those of many
developing countries,” Ferguson adds.
Ferguson blames government
restrictions, par- - :
ticularly the [ HHELTIATITNT
Jones Act, for SRR
the poor health + R :
of the U.S. ship-
ping industry.
Among other
reforms, he calls
for repeal of the
statutory
requirement to
use only citizen
crews and :
restrictions on foreign investment in
U.S.-flag shipping companies and the
sale of U.S.- flag ships to foreigners.
He also calls for elimination of govern-

ment rules that increase the costs of
shipping.

In another article, John C. Taylor of
Wayne State University argues that
intrastate regulation of trucking is a
disaster and that the industry should
be deregulated, as interstate trucking
was in the 1980s. After detailing
intrastate regulation and some of its
consequences, Taylor concludes that
“intrastate deregulation would help
lower intrastate rates to the interstate
level [and] result in social benefits . . .
such as reduced mileage and a result-
ing impact on accidents, fuel consump-
tion, and air pollution.”

Julian L. Simon of the University of
Maryland, in “Origins of the Airline
Oversales Auction System,” tells the
story of how the incentive system he
devised replaced involuntary bumping
on oversold flights. Attorney Donald I.
Baker argues that antitrust law should
not be used to compel access to infor-
mation networks because such regula-
tion “will tend to level competition in
the network market and . . . bring
about de facto mergers of competitive

Clinton Feels
“Disadvantaged”
By Cato

President Clinton complained
about the Cato Institute and
other free-market think tanks in a
July 20 interview with the Miami
Herald. A Herald editorial writer said
to the president: “One gets the
impression that your friends aren’t
as well organized and mobilized as
your opponents are. What can be
done about it?”

President Clinton replied,
“Republicans have worked—going
back to the early ‘80s—to build up
these think tanks, the Cato Institute,
the Heritage Foundation. . . . We are
at a disadvantage, and I am well
aware of that. . . . But I am doing the
best I can with the tools I have.”

Edward H. Crane, president of the
Cato Institute, responded: “The Cato
Institute was not founded by
Republicans, nor does it have any par-
tisan affiliation today. But we're grat-
ified—if alittlebemused—that our $5-
million institute is seen as a threat by
the president of the United States, who
presides over a $1.5-trillion budget,
who has an 80-seat majority in the
House of Representatives, and whose
every word is front-page news. I think
it'sa testament to the power of market-
liberal ideas and the increasing dis-
satisfaction with big government
around the country that President
Clinton feelsata disadvantage because
ofus.” n

alternatives.” Economists Benjamin
Zycher and Timothy A. Wolfe write
that studies purporting to show that
mortgage lending is influenced by
racial prejudice are unreliable because
they miss key variables.

In the “Currents” section, Joe Cobb
of the Heritage Foundation writes that
the World Trade Organization, which
would be established under the new
GATT, would produce a pro-free trade
international rule of law; and Bryan
Caplan of Princeton University
describes the dramatic growth in pri-
vate dispute resolution.



“Tobegovepped...

But just wait

The AmericanMedical Association yes-
terday urged the government to regulate
cigarettes as an addictive drug.

"Cigarettes are no different than sy-
ringes,” AMA spokesman Randolph
Smoak said. . . . “They should be regulat-
ed justas weregulate morphine and hero-
in "

" Smoak said the AMA is not calling for
a ban on cigarettes.
—Washington Post, June 8, 1994

Light at the end of the tunnel

Months after Colombian authorities
eliminated the world’s once-dominant
Medellin cocaine cartel, the organization
based in the city of Cali is moving aggres-
sively to trade in new drugs and to derail
efforts to prosecute its leaders. . . .

Since [the death of PabloEscobar], U.S.
and Colombian authorities acknowledge,
Colombian cocaine has flowed undimin-
ished to the United States—and Colombian
cocaine and heroin traffic to Europe is ris-
ing sharply.

—Washington Post, June 16, 1994

Blame the ADA for the next
post office shooting spree

“I conclude that [a Postal Service su-
pervisor] became fearful of [an employ-
ee]and believed that [he] was mentally im-
balanced and capable of” violence, the court
said. ...

The court said it would have been per-
missible to fire the employee “for his iras-

cibility alone.” However, the Post Office
tolerated his irascibility for some time and
only fired him when hisboss becameafraid
thathe was capableof ashooting spree. This
was discrimination based on a perceived
handicap, the court said.

—Lawyers Weekly USA, June 6, 1994

That's valuable experience for getting a
city job
Teens on the payroll of [New York] city’s
Summer Youth Employment Program
were caught goofing off at nearly 30 per-
cent of the work sites last year, it was dis-
closed yesterday.
Comptroller Alan Hevesi, whose office
conducted thesurvey, said youngsters sup-
posedly gaining valuable work experience
were instead learning they could collect
a paycheck for doing nothing.
—New York Post, June 29, 1994

If at first you don’t succeed . ..

More than 1,300 Internal Revenue
Service workers. . . violated a moral and
legal obligation by scouring the financial
records of family members, neighbors,
acquaintances and celebrities. . . . If citi-
zens’ confidence in the absolute priva-
cy of their tax records is undermined,
... the trust between taxpayer and gov-
ernment will begin to erode.

We do have in hand at least one sol-
id explanation from officials of why a
lotof mailisn’t getting delivered on time.
It isn’t being delivered at all. They’'ve

been hiding it instead.

The D.C. police department’s office
of internal affairs says members of the
vendor control unit are on the take. . ..
Chief Fred Thomas [has] had to address
the spreading scourge of police miscon-
duct.

—editorials in the Washington Post,
July 23, 1994

A good health care reform bill can still
be salvaged in this Congress. . . .

The elements would includeinsurance
market reform, which is the catch phrase
for what would amount to a federal reg-
ulatory takeover of the insurance market.
...subsidies . . . [and] cost containment.

—editorial in the Washington Post,
July 26,1994

Nightmare on Constitution Avenue
It sbeen abizarre couple of weeks for
Gail McDonald. As chairman of the
Interstate Commerce Commission,
McDonald'’s job has been to beat back
bloodthirsty budget cutters in Congress
who have tried for years (but failed) to
put the ICC out of business. . . .
Ifthings don’t go well when members
from the House and Senate meet to set-
tle their differences, McDonald will be
remembered as the last chairman of the
ICC, who had to pink-slip about 600
employees.
“It’s a horrifying thought,” she said.
—Washington Post, July 29, 1994
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