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C A T O  S T U D I E S

A round the world, most new rail
transit lines are either heavy
rail, which are built in exclusive
rights of way, or light rail,

which often cross through city streets.
What many don’t realize is that the terms
light and heavy refer to people-moving
capacities, not the actual weight of the
equipment. As Cato senior fellow Randal
O’Toole writes in “The Worst of Both:
The Rise of High-Cost, Low-Capacity
Rail Transit” (Policy Analysis no. 750), a
number of cities have recently built a hybrid
form of rail transit that combines the cost
disadvantages of heavy rail with the capacity
limits of light rail. This seems to be a world-
wide trend, from Honolulu to Mumbai.
“Rail lines built at light-rail costs are ques-
tionable enough, as in nearly every case bus-
es can move more people just as comfortably
(if not more so), just as fast (if not faster), and

at a far lower cost,” O’Toole writes. In fact,
buses share infrastructure with cars and
trucks, reducing their cost, while the use of
high-occupancy vehicle or high-occupancy
toll lanes would allow buses to avoid conges-
tion during even the busiest times of day.

“The willingness of
many rail advocates to
support high-cost,
low-capacity rail lines
calls into question the
entire rail agenda,” he
continues. Supporters
of low-capacity lines
are not truly interest-

ed in transportation, nor are supporters of
high-cost lines truly interested in urban effi-
ciencies. If they are not willing to draw the
line against such projects, then there is little
reason to believe their claims about the ben-
efits of other rail projects.

IMMIGRATION AND THE STATES
Michigan governor Rick Snyder and Sen.
Rand Paul (R-KY) recently proposed a
regional visa program that would allow immi-
grants to live and work exclusively in Detroit
or other cities in the United States. In “State-
Based Visas: A Federalist Approach to
Reforming U.S. Immigration Policy”(Pol-
icy Analysis no. 748), Brandon Fuller, a
research scholar at New York University, and
Sean Rust, a practicing attorney, argue that a
regional immigration option through a state-
based visa program would create a temporary
work permit that would allow participating
states to manage the flow and regulate the
quantity of temporary migrants who want to
live and work within their borders. “Ideally,
law-abiding visa holders would be eligible for
renewal and free to apply for permanent resi-
dency during their stay in the United States,”
they add. Although overseen by the federal
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think tank, the event attracted more than six-
ty students from all over the country to hear
lectures on the impossibility of socialism,
Austrian economics, Latin America’s pop-
ulist tradition, and the relation between eco-
nomic freedom and human progress.

Cato scholars Ian Vásquez and Juan Car-
los Hidalgo also spoke at CEDICE’s 30th
anniversary conference which gathered lead-

ing classical liberal intellectuals from all over
Latin America, including Peruvian Nobel
Laureate Mario Vargas Llosa. Vásquez and
Hidalgo also visited the camps of the student
protestors. Unfortunately, several weeks
after the events, the Venezuelan government
dispersed the camps, detaining scores of stu-
dents in the process.

Cato recognizes that this student move-
ment is one of the driving forces behind the

struggle for freedom in Venezuela. Building
on the Institute’s extensive work in the inter-
national arena, the Center for Global Liberty
and Prosperity will continue to promote a
better understanding of classical liberal
ideas—noting in particular that young peo-
ple’s appreciation of the failure of socialism is
increasingly complemented by their desire to
live in a country that recognizes both person-
al and economic liberties.n

government, a state-based visa program would
allow state governments to craft a better-func-
tioning work-visa program “that is more
adaptable to their local economic conditions
than the present system run by the federal gov-
ernment”—perhaps even supplying lessons for
future federal work-visa programs. A state-
based visa program would direct immigration
to the states that want it without forcing much
additional immigration on those that do not.
“Unlike existing employment-based visas that
tie foreign workers to one firm, state-based
visa holders would be free to move between
employers in the state—leading to thicker,
more equitable, and more efficient local labor
markets,” the authors write. A state-based visa
would increase prosperity by allowing addi-
tional migration to portions of the country and
economy that demand them. Fuller and Rust
conclude that successful international experi-
ences with regional visas in Australia and
Canada provide some valuable policy lessons
and hint at the major economic benefits of
such a policy in the United States.

IDENTITY CRISIS
In 2005, Congress passed a law seeking to cre-
ate a national identification system by weav-
ing together the states’ driver-licensing sys-
tems. According to the federal government’s
plan, within three years state motor-vehicle
bureaus would begin issuing driver’s licenses
and identification cards according to federal
standards, and data about drivers would be
shared among governments nationwide. In
“REAL ID: State-by-State Update” (Policy
Analysis no. 749), Cato senior fellow Jim

Harper reviews the outlook on the program,
revealing that some states’ legislatures have
backtracked on their opposition to the
national ID law. Initially, states across the
country rejected what Harper calls an
“unfunded federal surveillance mandate.” Half
the state legislatures in the country passed res-
olutions objecting to the REAL ID Act or bills

outright barring their
states from complying.
Almost a decade later,
there is no national ID,
but Congress contin-
ues to funnel money
into the federal govern-
ment’s national ID
project. The federal

government has spent more than a quarter bil-
lion dollars on REAL ID. Now the motor
vehicle bureaus in certain states are quietly
moving forward with REAL ID compli-
ance—contrary to state policy. This could cre-
ate problems, according to Harper. “A
national ID system could be used to adminis-
ter more and more intimate tracking and
control of all Americans’ lives,” he writes.
With any luck, REAL ID seems to have
deteriorated federally. “However, the state-
by-state status check reveals that it is by no
means dead at the state level, and so oppo-
nents of a U.S. national ID system must
remain vigilant,” he writes.

RUNNING BLIND
Throughout history there has been a consis-
tent fear of bank runs, particularly regarding
large institutions during times of crisis. The

financial crisis of 2007–09 was no exception.
The Financial Crisis Inquiry Commission,
which was created after the crisis to investi-
gate its causes and triggering events, high-
lighted no less than 10 cases of runs at individ-
ual institutions. In “Run, Run, Run: Was
Financial Crisis Panic over Institution
Runs Justified?” (Policy Analysis no. 747),
Vern McKinley, a research fellow at the Inde-
pendent Institute, argues that those runs
were a major consideration in the shifting pol-
icy responses that authorities employed dur-
ing the crisis. In the early stages of the crisis,
troubled institutions facing runs were dealt
with through a scattered blend of voluntary
mergers, outright closures, and bailouts. “By
late September 2008 and thereafter, panic
had descended on the Treasury and the
major financial agencies,” McKinley writes.
“That resulted in the decision to backstop
the full range of large institutions, as govern-
ment officials feared a collapse of the entire
financial system.” However, serious analysis
of the risks facing the financial sector was
sorely lacking and outright misstatement of
the facts was evident. “It did not have to be
that way,” he adds. Simple rules elaborated by
Walter Bagehot and Anna J. Schwartz
involving a systemic review of the condition
of the financial system, prompt intervention,
and consideration of the condition of indi-
vidual institutions could have prevented the
numerous ill-advised bailouts. McKinley
concludes that application of these consider-
ations could have avoided the panic by the
authorities and the strategy of bailouts for
the megabanks.n
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