
CATO POLICY REPORT is a bimonthly review published by the 
Cato Institute and sent to all contributors. It is indexed in PAIS Bulletin.

Single issues are $2.00 a copy. ISSN: 0743-605X. ©2007 by the Cato
Institute. • Correspondence should be addressed to Cato Policy Report,

1000 Massachusetts Ave., N.W., Washington, D.C. 20001. • Website:
www.cato.org, call 202-842-0200, or fax 202-842-3490.

CATO POLICY REPORT
David Boaz ............................................................................Editor
David Lampo........................................................Managing Editor
Matthew Bandyk.............................................Editorial Assistant
Jon Meyers..................................................................Art Director
Kelly Anne Creazzo.................................................Photographer

CATO INSTITUTE
Edward H. Crane .............................................President and CEO
William A. Niskanen.....................................................Chairman
David Boaz..............................................Executive Vice President
Lesley Albanese.....................................................Vice President
Ted Galen Carpenter ......V.P., Defense & Foreign Policy Studies
Susan Chamberlin ....................................V.P., Government Affairs
James A. Dorn ...........................................V.P., Academic Affairs
William Erickson......................V.P., Finance and Administration
Brink Lindsey ...........................................................V.P., Research
Roger Pilon .........................................................V.P., Legal Affairs

Virginia Anderson ...................................Director, Web Services
Brandon Arnold................................Director,Government Affairs
Michael F. Cannon........................Director, Health Policy Studies
Andrew Coulson......... Director, Center for Educational Freedom
Yana Davis...........................Director of Sponsor Communications

Jamie Dettmer.....................................Director, Media Relations
Chris Edwards...............................Director, Fiscal Policy Studies
Sigrid Fry-Revere...............................Director, Bioethics Studies
Robert Garber.................................................Director, Marketing
Jagadeesh Gokhale...............................................Senior Fellow
Daniel T. Griswold........................Director, Trade Policy Studies
Jim Harper............................Director, Information Policy Studies
Gene Healy................................................................Senior Editor
Linda Hertzog..............................................Director, Conferences
Daniel J. Ikenson........ Associate Director, Trade Policy Studies
Andrei Illarionov.....................................................Senior Fellow
Sallie James.................................................Trade Policy Analyst
Elizabeth W. Kaplan........................................Senior Copyeditor
David Lampo.................................................Publications Director
Robert A. Levy...................Senior Fellow, Constitutional Studies
Trisha Line.......................................................................Controller
Timothy Lynch.......................................Director, Criminal Justice
Ashley March...............................Director, Foundation Relations
Neal McCluskey...................................Education Policy Analyst
Jon Meyers..................................................................Art Director
Daniel J. Mitchell...................................................Senior Fellow
Mark K. Moller........................................................Senior Fellow
Randal O’Toole........................................................Senior Fellow
Tom G. Palmer.........................................................Senior Fellow
Alan Peterson.......................................................Director of MIS
Evans Pierre............................................Director of Broadcasting
Christopher Preble.....................Director, Foreign Policy Studies
Alan Reynolds..........................................................Senior Fellow
Claudia Ringel...............................................................Copyeditor

John Samples....................Director, Ctr. for Representative Govt.
Adam B. Schaeffer...............................Education Policy Analyst
Stephen Slivinski...............................Director of Budget Studies
Michael Tanner..................Director, Health and Welfare Studies
Jerry Taylor................................................................Senior Fellow
Marian Tupy.......................................Development Policy Analyst
Peter Van Doren.................................................Editor, Regulation
Ian Vásquez............................Director, Global Economic Liberty
Will Wilkinson........................................................Policy Analyst

James M. Buchanan.......................Distinguished Senior Fellow
José Piñera.......................................Distinguished Senior Fellow
Earl C. Ravenal.................................Distinguished Senior Fellow
Swaminathan Aiyar........................................... Research Fellow
Randy E. Barnett.......................................................Senior Fellow
Lawrence Gasman..............Senior Fellow in Telecommunications
Ronald Hamowy.....................................Fellow in Social Thought
Steve H. Hanke.........................................................Senior Fellow
John Hasnas............................................................. Senior Fellow
Penn Jillette.........................................Mencken Research Fellow
David B. Kopel........................................Associate Policy Analyst
Christopher Layne..............Visiting Fellow, Foreign Policy Studies
Patrick J. Michaels......Senior Fellow in Environmental Studies
P. J. O’Rourke ......................................Mencken Research Fellow
Gerald P. O’Driscoll Jr.............................................Senior Fellow
Jim Powell............................................R. C. Hoiles Senior Fellow
Ronald Rotunda.................Senior Fellow, Constitutional Studies
Teller......................................................Mencken Research Fellow
Cathy Young.....................................................Research Associate

I
f and when Iran successfully devel-
ops nuclear weapons, how should
the United States respond? In “The
Bottom Line on Iran: The Costs and 
Benefits of Preventive War versus

Deterrence” (Policy Analysis no. 583),
Cato foreign policy analyst Justin Logan
disputes the notion that military strikes
would be the best option. Intelligence
about Iraq’s weapons programs turned
out to be flawed, and information about
the location and nature of Iran’s nuclear
facilities looks even sketchier, Logan
argues. He further explains how preven-
tive war against Iran is not only unlikely
to succeed but also carries enormous
costs: Iran would be likely to respond to a
U.S. attack, and there would be a host of
unintended consequences inside and out-
side Iran. Fortunately, Logan finds that
the Iranian government’s past behavior 
shows it would be deterred if the United
States made clear that any improper use
of its nuclear weapons would be met with
a devastating response. Logan concludes
that a policy of deterrence can deal with
Iran’s nuclear threat while avoiding the
catastrophes that would result from mili-
tary strikes.  

Mine Your Own Business
Since September 11, 2001, much has been
said about whether or not we should give
up some liberty for more security. But Jeff
Jonas, an engineer and scientist with IBM’s
Entity Analytic Solutions Group, and Jim
Harper, director of information policy
studies at Cato, argue that, in the context
of data mining, a proposed method for
finding terrorists, the assumed tradeoff
between liberty and security is false. In
“Effective Counterterrorism and the
Limited Role of Predictive Data Mining”
(Policy Analysis no. 584), Jonas and Harper
explain how using data mining, the process
of searching data for known patterns and
using those patterns to predict future out-
comes, to catch terrorists would be a mis-
direction of precious national security
resources because of the high probability of
false positives and other problems. Their
study reveals that sifting through the per-
sonal data of thousands of Americans in an
attempt to find the patterns of terrorists
takes away important liberties without
making us any safer.

Measuring Markets
Andrew Coulson, director of the Center for

Educational Freedom at Cato, defines a
free market in education as “a system that
provides the freedom for producers and
consumers to voluntarily associate with
one another, as well as the incentives that
encourage families to be diligent con-
sumers and educators to innovate, control
costs, and expand their services.” “The
Cato Education Market Index” (Policy
Analysis no. 585) objectively measures
school systems in the 50 states in terms of
how conducive they are to the rise of com-
petitive marketplaces. Unsurprisingly,
Coulson finds that the U.S. education sys-
tem has a long way to go to become a free
market. But with “the Cato Education
Market Index,” he hopes to provide a tool to
inform policymakers about the conditions
necessary to bring about real competition
in education. 

Lies, Damned Lies, and Inequality
Editorial headlines announce that we are
living in a “new gilded age.” Paul Krugman
writes of “a stunning increase in inequality
throughout the U.S. economy” over the
past 30 years. Democrats now use the
assumption that income inequality is
growing as the basis for such policies as
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raising the minimum wage. In “Has U.S.
Income Equality Really Increased?” (Policy
Analysis no. 586), Cato senior fellow Alan
Reynolds argues that the problem with the
federal income tax return data used to sup-
port those claims is that they’re not meas-
uring what they claim to be measuring.
Large changes in U.S. tax rules in recent
decades raise the share of reported incomes
at the top. As Reynolds explains, those
changes make it meaningless to compare
income data from the 1970s and 1980s
with more recent data. He finds that the
real story on inequality is not about a “new
gilded age” but about misleading statistics.

Today’s Lesson: Social Division
In the 1800s Catholics and Protestants
came to blows over which version of the
Bible would be taught in public schools.
And groups continue to use the public
schools to try to force their moral agendas
on other people today, as Neal McCluskey,
policy analyst at the Center for Educational
Freedom at Cato, demonstrates in “Why
We Fight: Do Public Schools Cause Social
Conflict?” (Policy Analysis no. 587). He
uncovers 150 incidents of social conflict
from the 2005–06 school year alone. A
school district in Dover, Pennsylvania,
required biology students to hear a dis-

claimer that evolution is just a theory. 
A student at a California high school was
reprimanded for displaying an American
flag from her back pocket. The Nebraska
legislature split Omaha’s school district
down racial lines. McCluskey uses those
and many other examples to illustrate that
clashes are inevitable in a system in which
all Americans are required to support 
public schools, but only those with the
most political power control them. As 
an alternative, McCluskey advocates em-
powering individual parents to select
schools that share their moral values and
educational goals. 
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and our system, but we should take care to
protect ourselves by adopting failsafe
mechanisms like the absence of a national
identification card.

Finally, there is the individual insecurity
that national ID and uniform ID systems
bring us. And that is best exemplified by
identity fraud. 

One of the reasons why such fraud is so
easily engaged in is the fact that a Social
Security number is pretty much the only
key that one needs to access people’s finan-
cial lives. Because the system is so simple
and economically efficient, it is also effi-
cient for criminals. They navigate the sys-
tem easily and use the SSN, plus one or two
other identifiers, to break into people’s
financial lives.

All of us are used to securing our physical
assets with six, eight, or ten different keys.
Why on earth we would want to secure our
intangible lives with one single key, I do not
know. Many technologists, and of course gov-
ernments, think that a single key is great.
Single-key systems work very well for institu-
tions, but they do not necessarily secure us.

As soon as you are willing to put your
home, your office, your safe deposit box,
your bike lock, your gym key, and your
desk key all onto one and ask the govern-
ment to issue that one key, you will be okay
with the national ID. But until then, we
need to think more in terms of diversifica-

tion of identification systems. 
You cannot stop technology from

advancing. There is no plausible “stop the
world, I want to get off” argument. We all
agree that the train tracks we are on now
toward a national ID are the wrong tracks,
and we are agreed on slowing or stopping
that. But I make an argument in my book
for switching us to another track, which is
to foster a diverse, competitive identifica-
tion system.

Right now, you can conceive of identifi-
cation as an economic and social service.
Telecommunications and credit reporting
are both network services that are very
valuable to society. They are also privately
provided.

Identification and credentialing are a
monopoly service provided by government.
What you get when you have a monopoly
provider, especially a government monopoly
provider, is a far more expensive and poorer-
quality product than you should get.

I think that is illustrated well by govern-
ment-issued ID, which is essentially uni-
form. You cannot decide which identifiers
you want to use. You cannot decide when
you want to present your ID and to whom.
There aren’t the diversity and competition
that you get when you shop for something
in the market. We need a competitive iden-
tification and credentialing market for
many reasons, including protection of pri-
vacy and civil liberties.

TERRORISM Continued from page 15

ideas about the blessings and fecundity of
peace, liberty, tolerance, free markets, and
free trade. That tradition has come to be
known as libertarianism, and those who 
continue in this intellectual struggle for
human betterment, while always alert to
and embracing new ideas and applications,
are entrenched in the long and vital tradi-
tion of political thought, and even political
practice, in both American and European
history. To the extent that our world has fol-
lowed those traditions, it has prospered and
been a world well worth living in. But power
is always fighting back against liberty, and 
the libertarian’s task of explaining and advo-
cating liberty’s benefits is eternal.

Adapted from the book Radicals for Capitalism by
Brian Doherty. Copyright © 2007. Reprinted by ar-
rangement with Public Affairs (www.publicaffairs
books.com), a member of the Perseus Books 
Group. All rights reserved. 
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Like
We’ve been changing our for-
mat in recent issues. If you like
something about Cato Policy
Report, or don’t like something,
or have any suggestions, con-
tact the editor, David Boaz, 
at dboaz@cato.org.
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