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he Cato Institute takes its name from Cato’s Letters, a collection of because they believed that they were applying his vision of liberty to their
essays that inspired the leaders of the American Revolution. These own times. And that is exactly the mission of the Cato Institute—to take
essays—which aimed, as one put it, “to maintain and expose the glori- these timeless principles and apply them to the present. We are defending the
ous principles of liberty, and to expose the arts of those who would same ideas that the Founders fought for—most fundamentally, the idea that
darken or destroy them”—were originally published under the pen individuals should rule their own lives rather than be ruled by oppressive,

name Cato—a nod to Cato the Younger, the Roman statesman who power-hungry governments.

famously resisted the tyranny of Julius Caesar. As the Institute heads into its fifth decade, we continually return to this as-

The authors of Cato’s Letters paid tribute to this ancient Roman hero pect of our mission: to defend the enduring principles of liberty in a modern age.
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MESSAGE FROM THE PRESIDENT AND CHAIRMAN

or more than 40 years, the Cato Institute has stood for the proposition that
ideas matter. Better policy outcomes can be obtained through persuasion and
civil discourse. We've worked hard to earn our reputation for sound, fact-based
research and analysis.

In these times of increasing rancor and partisan polarization, Cato’s commitment
to reasoned debate is needed more than ever. History shows us that the erosion of
trust in society and the rise of demagoguery sow the seeds for illiberal ideologies and
authoritarian leaders. Lack of confidence in our political institutions fuels the desire
for government to impose uniformity and stability.

So, in 2018, we redoubled our commitment to presenting public policy research
and analysis based on empirical facts and with an eye toward building cross-ideological
coalitions that drive tangible change. Cato’s libertarian values have always meant
that we play a unique role in the left-right debate. We call things as we see them,
and that credibility is the key to our success in influencing both policymakers and
public opinion.

We have implemented new measures to ensure that our policy scholars are think-
ing about their long-term strategic impact. That’s not a purely academic exercise:
we are in the business of changing the world for the better. Every day we work not
only to maintain but also to raise the high standards that have made Cato an exemplar
of credible, probative, and nonpartisan ideas, analysis, and commentary.

Cato’s Sponsors make our work possible, and we strive to make sure that their
hard-earned dollars are spent in the most effective way possible. Our moral vision of
global human freedom drives everything that we do, because the timeless principles
of liberty are not self-fulfilling. That lesson must be learned anew by each generation.

Thank you for your support of our mission. We hope and believe that the activities
and projects outlined in this report will shape America for many years to come.
Cato is working to carry forward the legacy that has made the Institute whatitis today:

our crucial mission to “secure the blessings of liberty to ourselves and our posterity.”
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conomic principles have always been at the heart of Cato’s vision for ing a significant reform to the law. In May, the Wall Street Journal featured
a free, prosperous, and peaceful society. Laws and regulations that an op-ed by Cannon calling for an extension of short-term plans, which are
stifle economic freedom are one of the main ways that the govern- exempt from Obamacare regulations. These plans are significantly cheaper
ment hampers innovation and progress. And in recent years, the law and more flexible, allowing consumers to choose from a wider selection of
with some of the most harmful reverberations across the economy providers and to purchase only the coverage they need. But in 2016, in an
has been Obamacare. attempt to force short-term-plan users into Obamacare, the Obama admin-
Cato’s Michael Cannon has been repeatedly hailed as one of Obamacare’s istration set a three-month limit on these plans and banned the plans from
most relentless critics—and in 2018, he played an instrumental role in achiev- offering renewal guarantees, which had previously guaranteed that sick
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enrollees could keep paying the same premiums that they
had paid while healthy.

Cannon urged a repeal of these rules, arguing that a
longer term and renewal guarantees for short-term plans
would increase coverage, slash prices, and protect the sick
from losing coverage. In April, he gave detailed public
comments on the Department of Health and Human
Services’ proposed rule, and in October the department
followed his recommendations, extending the terms to 12
months and permitting renewal guarantees. As Cannon
wrote, “At long last, the Trump administration has created
a ‘freedom option’ for people suffering under Obamacare.”

In 2018, Cato also published Overcharged: Why
Americans Pay Too Much for Health Care, by David A.
Hyman of Georgetown University and Charles Silver of
the University of Texas, in which they explain how
America’s healthcare system, which replaces consumer
choice with government control and third-party payment,
is effectively designed to make healthcare as expensive as
possible. The solution, as they show, is to treat healthcare
like any other product—allowing consumers to pay directly
for their own healthcare so that competition incentivizes

healthcare providers to lower their prices and improve

OUR FOCUS IS ON LEGISLATION AND
LITIGATION. BUT EVERY VICTORY WE
WIN FOR LIBERTY IN LEGISLATURES OR I
THE COURTS WILL BE SHORT-LIVED WHEN
THE POLITICAL WINDS CHANGE, UNLESS
WE WIN THE PHILOSOPHICAL BATTLES
WAGED BY CATO. DON'T EVER ABANDON
THIS CRITICAL MISSION!

— TIM SANDEFUR

VICE PRESIDENT FOR LITIGATION,
GOLDWATER INSTITUTE
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their care. “As CEO of Whole Foods, which spent more
than $250 million on healthcare for our team members
last year, I thought I knew how inefficient healthcare
was,” wrote John Mackey. “Overcharged opened my eyes
to how truly dysfunctional America’s healthcare system
has become.”

America’s system of federalism is designed to discipline
state governments, since people can freely move elsewhere
when local laws infringe on liberty—including when tax
burdens get too high. In 2018, Chris Edwards, Cato’s
director of tax policy studies, provided heartening evi-
dence that the Founders’ system of interstate competition
still works in our modern age. Edwards researched trends
in interstate migration and found that substantial numbers
of Americans are moving from high-tax states to low-tax
states.

Edwards predicted that this interstate tax competition
will only intensify in the wake of the 2017 Tax Cuts and
Jobs Act, which placed caps on state and local tax deduc-
tions. “In this new era of intensified tax competition, state
policymakers should rethink their tax codes with an eye
toward retaining and attracting residents,” he advised.
Edwards also released a new edition of the biennial Fisca/
Policy Report Card on America’s Governors, and Cato pub-
lished the 2018 edition of Freedom in the 5o States, both
important initiatives that keep tabs on how all 50 states
and their leaders rank in terms of various economic and
personal liberties.

Senior fellow Michael Tanner released his landmark
new book, The Inclusive Economy: How to Bring Wealth to
America’s Poor, attracting praise from quarters not usually
open to free-market, smaller-government solutions. As
Ron Haskins of the Brookings Institution wrote, “I have a
bookshelf full of treatises about the history and purposes
of welfare programs, most written by prominent experts
on the right and left. But the Tanner volume could be the
most thorough, scholarly, and balanced in exploring the
major explanations for poverty.” By breaking outside of
stale partisan dichotomies, Tanner seeks to explain how
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TOP (left to right): Sen. Phil Gramm
(R-TX), former chairman of the Senate
Banking Committee, delivers the lunch-
eon address at Cato’s 36th Annual
Monetary Conference; Economists Dino
Falaschetti, George Selgin, Jim Dorn,
Jeffrey A. Frankel, Lawrence H. White,
Michael D. Bordo, Scott Sumner, and
Wendy Lee Gramm, and former Cato
and BB&T CEOQ John Allison, listen

to a presentation at Cato’s 36th Annual
Monetary Conference. MIDDLE: Hester
Peirce, commissioner of the U.S.
Securities and Exchange Commission,
delivers the keynote address at Cato’s
Fintech Unbound summit on financial
regulation. BOTTOM: Rep. Jeb
Hensarling (R-TX) introduces Gramm
at the Monetary Conference.
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at the Monetary Conference.

ABOVE: Josh Zumbrun, national
economics correspondent at the

Wall Street Journal, holds up George
Selgin’s book, Floored! How a
Misguided Fed Experiment Deepened
and Prolonged the Great Recession,
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TOP (left to right): Cato’s Lydia
Mashburn moderates a panel

at “Fintech Unbound: The Cato
Summit on Financial Regulation,”
held in San Francisco; Michael
Cannon moderates Cato’s policy
forum, “Reclassification of Risk in
the Small-Group Health Insurance
Market.” MIDDLE: George Selgin
discusses monetary economics
with undergraduate and graduate
students attending Cato’s Alter-
native Money University, an aca-
demic workshop led by leading
economics scholars on topics
including monetary history, theory
and practice of monetary policy,
and the workings of unconven-
tional monetary arrangements.
BOTTOM: Cato’s Michael Tanner
addresses an audience at the 2018
FreedomFest about the ways gov-
ernment contributes to poverty in
the United States.

progressive ends of reducing poverty and inequality can
be met by reducing barriers and getting government out
of the way in a wide range of policy areas.

Along with Tanner, scholars across the Institute
highlighted how free markets and innovation are in fact
better equipped to solve issues of poverty and equality
than government intervention is. Cato policy analyst
Vanessa Brown Calder authored a study on paid parental
leave, finding that the private market already does a much
better job of supporting paid leave than proponents of
federal intervention claim—and that government-supported
leave could result in wage or benefit reductions, unemploy-
ment among women, and reduced professional opportuni-
ties for women. At the same time, Cato’s director of
polling, Emily Ekins, found that although a majority of
Americans support a federal paid leave program when
the costs are not mentioned, support slips when costs are
considered. For example, over 6o percent opposed federal
paid leave if it meant that employers would compensate
for the cost of the federal program by cutting benefits or
giving smaller raises.

Calder and Cato’s Peter Van Doren also provided pub-
lic comments to the Department of Housing and Urban

Development, cautioning against implementing subsidy

| THINK ORGANIZATIONS
LIKE CATO PLAY A

GRUCIAL ROLE IN PROVIDING
POLICY DIRECTION.

— HERMAN MASHABA
MAYOR OF JOHANNESBURG

programs in a misguided attempt to achieve fair housing,
Instead, they demonstrated how zoning laws have con-
tributed to racial segregation for decades, and they recom-
mended exploring ways to reduce the zoning burden in
cities to ensure truly fair housing opportunities for all.

At Cato’s 36th Annual Monetary Conference, former
Senate Banking Committee chairman Phil Gramm
declared that “the quality of work that is being put out
by Cato now is the highest it has ever been.” The event
attracted a diverse audience of high-profile entrepreneurs,
company founders, distinguished economists, and mem-
bers of the press from leading publications.

Cato’s Center for Monetary and Financial Alternatives
(CMFA) produced an impressive body of work in 2018,
including 135 publications, articles, papers, and op-eds that
make the case for a more free-market, rules-based mone-
tary and financial system. Speakers at Fintech Unbound:
The Cato Summit on Financial Regulation—including
U.S. Securities and Exchange Commission (SEC) commis-
sioner Hester Peirce—discussed the critical need to pro-
tect innovation and avoid stifling regulatory policies driven
by excessive risk aversion.

The CMFA also provided a respected voice at key
agencies. In 2018, the Center’s managing director, Lydia
Mashburn, was appointed to the SEC’s Investor Advisory
Committee. The committee advises the SEC on its
regulatory priorities, the regulation of securities products,
trading strategies, fee structures, and other matters.
Meanwhile, the CMFA’s former associate director of
financial regulation studies, Thaya Brook Knight, was
tapped by SEC commissioner Peirce to serve as counsel.

The Center for Educational Freedom continued to
spread the word on the importance of choice and innova-
tion in education. In addition to publishing four major
studies and speaking to audiences across the country,
the Center also updated the Public Schooling Battle Map,
which shows the hundreds of zero-sum contlicts that
occur as parents and politicians fight to control a one-
size-fits-all education policy rather than embracing the

diversity that freedom of choice produces.
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rade policy provides a quintessential example of Cato’s role in de-
fending the classic principles of freedom in the modern era. In The
Wealth of Nations, Adam Smith argued that “If a foreign country can
supply us with a commodity cheaper than we ourselves can make it,
better buy it of them.” Since then, the academic consensus has been
that free trade between nations makes everyone more prosperous
by enabling specialization and making the market more efficient. In an era

in which protectionist falsehoods threaten this timeless truth, Cato scholars
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maintain that Smith’s insights are as relevant now as they were more than
200 years ago.

To influence the climate of ideas, we are often focused on long-term
change. But we also constantly seek ways in which we can influence the de-

bate now and effect strategic, gradual changes. A model for this approach

is Cato’s Project on Jones Act Reform, which launched in 2018. The Jones

Act is a 100-year-old law mandating that the sea transport of cargo between

U.S. ports must be performed by vessels that are U.S.-built, U.S.-owned,
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