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The Renewal of America 

Cato Institute president Edward H. Crane welcom·es more than 2,000 friends 
and supporters to the Institute's 20th anniversary celebration at the Wash· 
ington Hilton on May 1, 1997. Speakers at the event included publisher 

Steve Forbes, entrepreneur Fred Smith, civil libertarian Nat Hentoff, Social 
Security reformer Jose Piiiera, and humorist P. J. O'Rourke. Many Cato Spon· 
sors participated in other anniversary events over the next two days. 

by Steve Forbes 

T
he Cato Institute represents something 
that is uniquely American. Many of our 
colleges and universities have become 
stale in their ideas, resistant to genuine 

research and the willingness to consider new 
things. But in this country when one way of 
doing something is blocked, the very practical 
American approach is do it another way. 
And think tanks are another way to do it. 
We 've gotten more new ideas, more fresh 
thinking from Cato and a few other institutes 
like it than from most American colleges and 
universities put together. And you don't have 
to pay $30,000 a year for the privilege of 
learning about it. 

It is an American tradition that when one 
avenue is blocked you take another-whether 

Steve Forbes is editor in chief of Forbes . 
These remarks were delivered at the Cato 
Institute's 20th anniversary celebration on 
May 1, 1997. 

in business or in public policy. And all of you 
know what Cato has done. It has promot
ed policies-from deregulation to Social Secu
rity reform--that show a genuine belief in 
human freedom and that are absolutely nec
essary if America is to truly move ahead. 

That last point gets to the basic question 
tonight: What is the state of the American 
experiment? Ed Crane and his colleagues 
understand that the human spirit does tru
ly flourish in freedom, that when free peo
ple have true choice, they do move ahead. 
They also realize that in freedom people can 
discover and develop their talents, and that 
extraordinary, noncoercive cooperation takes 
place when people are free. 

Just think about what we take for grant
ed. We don't think about the extraordinary 
web of trust and cooperation that exists in 
a country like the United States. There is 
no coercive agent that says the cooks must 
cook the food tonight and the waiters must 
serve it in a timely manner. They do it because 

of our free system. They have an interest in 
it and we have an interest in it, but no coer
cion is involved. No rack is outside the room 
if they don't do it. This extraordinary web 
is a tribute to what our Founding Fathers 
launched over 220 years ago. 

Our Founding Fathers realized that life 
Continued on page 12 
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Pro-Choice 

T
he long struggle against communism 
kept libertarians and traditionalist 
conservatives allied despite their 
often significant philosophical 

differences. Since the demise of the Soviet 
Union, many commentators have 
speculated on the likelihood of growing 
strains in the libertarian-conservative 
relationship. Usually the speculation has 
centered on splits between libertarians 
and the religious right over such moral 
or "social" issues as abortion, gay rights, 
school prayer, and the drug war. Lately, 
however, a lot of mainstream conserva

tives have decided to challenge libertarians on the basic issue of, 
well, liberty. As Walter Olson pointed out in the July issue of Reason, 
the Weekly Standard has become a veritable Anti-Libertarian Central, 
bristling with articles like "Up from Libertarianism" and "The 
Libertarian Temptation." 

The more intellectual conservatives have focused their fire on 
"the right to choose"-not just, or not even, the right to choose 
abortion, but the general right to choose one's course in life. William 
Kristol, editor of the Standard, writes in Commentary, "Conser
vatism's more fundamental mandate is to take on the sacred cow of 
liberalism-choice." Adam Wolfson, executive editor of The Pub
lic Interest, despairs in a different issue of Commentary that "the 
'right to choose' is something which not only upper-middle-class lib
erals but all Americans take for granted." He worries that people 
have come to expect that they have a right to choose not just abor
tion but premarital sex, pornography, and even drugs. 

Note that Kristol and Wolfson are criticizing not just particular 
choices but the right to choose itself. It is, of course, entirely rea
sonable for public-spirited citizens to urge others to make better 
choices-to practice temperance or even abstinence with regard to 
drugs and sex, to avoid divorce, to spend more time with their 
children, to treat employees with respect, to give more to charity. 
But the distinction between a free and an unfree society is that 
such advice remains just that, and the adult individual remains 
free to accept or reject it without legal sanction. 

Conservatives wrap themselves in the mantle of American tra
dition, but on this key point they have trouble making it fit. The 
Declaration of Independence not only claims for all people the rights 
of life, liberty, and the pursuit of happiness but declares that gov
ernments derive their powers "from the consent of the governed." 
Thomas Jefferson and the other signers apparently believed that 
choice was involved in the very foundation of the American 
republic. That's what "consent" means: that we have a choice, and 
we have chosen to delegate some of our rights to a government under 
the Constitution, though we retain the right "to alter or abolish it" 
if it becomes destructive of our rights. 

Kristol and Wolfson are struggling, not just against the princi
ples on which America was founded, but against the modern world. 
It is capitalism that has given us moderns so many choices. Capi
talism is the economic system of free people; it is what happens when 
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you let people alone. The virtues that capitalism rewards-prudence, 
discipline, initiative, self-reliance, new ideas-and the affluence it 
creates tend to push people in the direction of confidence in their 
own abilities, skepticism about organized authority, and a desire 
to manage their own affairs in all realms of life. That's why capi
talism is not in the long run compatible with political repression or 
governmental restrictions on freedom. 

Freedom is also necessary for the development of strong moral 
character. Surely Kristol and Wolfson don't want to undermine the 
bourgeois virtues, but the effect of restricting choice is to eliminate 
the incentive and the opportunity for people to make good choices 
and develop good habits. People do not develop prudence, self
reliance, thrift, and temperance when their choices are imposed by 
force. Welfare-state liberals undermine moral character when they 
subsidize indulgence in destructive choices. Big-government con
servatives undermine character when they deny people the right to 
shape their own characters through their choices. 

Conservatives seem to have a surprising ammmt of difficulty dis
tinguishing between coercive, government-imposed restrictions on 
choice and the kinds of voluntary social institutions that, after we 
consent to participate in them, limit our choices. The distinguished 
historian Gertrude Himmelfarb told a gathering recently that civil 
society is not rooted in liberty; it includes such freedom-limiting 
institutions as marriage, churches, and universities. There's a con
fusion here about the meaning of freedom. We sometimes use "free" 
to mean "able to do what I want to do without constraint." The 
refrain of a 1950s country song by the Willis Brothers goes, "You've 
got a house and a wife and a job, Bob, but I'm still free." Yes, a 
house and a wife and a job limit one's freedom in the sense that one 
has voluntarily agreed to pay the mortgage every month, to be faith
ful, and to show up for work every day. The various contracts we 
enter involve various degrees of commitment: under traditional 
"employment at will" doctrine, I can quit my job-or be fired-at 
any time; a mortgage is more difficult to escape; and it is quite rea
sonable that a marriage, especially when children are involved, is 
even more difficult to leave. But in accepting such limitations on our 
freedom of action we do not give up liberty-we exercise it. 

Of course, in the assault on choice, welfare-state liberals and big
government conservatives find themselves coming together. The left
ist writer Robert Kuttner deplores Americans' "excess amount of 
choice" in his latest anti-market jeremiad, Everything for Sale. No 
doubt Kuttner is surprised to find himself on the same side of such 
a basic issue as Kristol and Wolfson, but that may be a harbinger of 
the politics of the future. 

-David Boaz 



Guests represent 41 states and 14 countries 

Cato Celebrates 20th Anniversary 

0 
n May 1st the Cato Institute held a 
dinner at the Washington Hilton Hotel 
to celebrate the Institute's 20th 
anniversary. More than 2,000 of 

Cato's friends and Sponsors, representing 41 
states and 14 countries, attended the event. 

Among those speaking at the dinner were 
Cato 's president Edward H. Crane; syndi
cated columnist Nat Hentoff; Jose Piiiera, 
co-chairman of the Cato Project on Social 
Security Privatization; Frederick W. Smith, 
chairman of Federal Express and a mem
ber of the Board of Directors of the Cato 
Institute; P.]. O'Rourke, author of Parlia
ment of Whores and an H . L. Mencken 
Research Fellow at the Cato Institute; and 
former presidential candidate Steve Forbes. 
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Celebrities and members of Congress 
who attended the dinner incl uded Alan 
Greenspan, chairman of the Federal Reserve 
Board of Governors; William F. Buckley 
Jr., founder of National Review; actor Kurt 
Russell, whose movie, Breakdown, finished 
number one at the box office the following 
weekend; ABC correspondent John Stossel; 

Frederick W. Smith, 
founder of Federal 

Express and a member 
of Cato's Board of Direc

tors, praises Cato's 
defense of free markets 

and deregulation. 

Congressional Budget 
Office director June 
O'Neill (left) talks with 
National Review Wash· 
ington editor Kate 
O'Beime at Cato's 
anniversary dinner. 
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and House Majority Leader Dick Armey. In 
addition, all but two members of the Cato 
Institute's Board of Directors were in atten
dance. 

In his opening remarks, Crane thanked 
the Institute's supporters; derided the con
struction of the Franklin Delano Roosevelt 
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Washington Post colum
nist James K. Glassman 
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and Reason Foundation 
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Dissident environmentalists highlight Earth Day 

libertarianism, Constitution Debated at Forums 
+April 8: At a Policy Forum titled "Border 
Conflicts, Political Quarrels, and Persian Gulf 
Security" Barbara Conry, foreign policy 
analyst at the Cato Institute, argued that the 
United States has turned the Persian Gulf 
region into an American military protec
torate. Instead of attempting to settle border 
conflicts and political quarrels in the region, 
Washington should withdraw U.S. troops 
and focus its attention on protecting the 
United States from direct assault. 

+Aprilll: Sen. John Ashcroft (R-Mo.) visited 
the Cato Institute for a Policy Briefing. Over 
breakfast Ashcroft discussed a wide range of 
issues with Cato scholars. 

+April 14: David Friedman, author of The 
Machinery of Freedom and Hidden Order: 
The Economics of Everyday Life, discussed 
encryption policy at a Policy Forum on 
"Encryption and the Future of Government." 
Friedman argued that the United States 
should eliminate its ban on the export of 
strong encryption technology. Moreover, he 
maintained that, if left unhampered, the 
technology industry will make dramatic 
progress in the near future, ushering in an 
age of increased efficiency and freedom. 

+April16: At a Roundtable Luncheon Philip 
Peters, senior fellow at the Alexis de 
Tocqueville Institution, spoke about his recent 
trip to Cuba. He reported that Cuba 's 
400,000 self-employed citizens-half of 
whom are forced to work outside the legal 
system-are dramatically improving that 
country's standard of living. 

+April 17-18: The Cato Institute and the 
Brookings Institution cosponsored a 
conference on regulatory issues that may 
affect the new information and communi
cations markets. The event, titled "Regulation 
in the Digital Age," was held at the Capital 
Hilton. Among other things, participants 
debated whether the digital age will require 
a new approach to antitrust; what standards, 
if any, should be used to regulate content on 
the Internet; and how emerging technologies 
will affect global commerce. George Gilder 
delivered a dinner address, and Louis Ros
setto, editor and publisher of Wired, gave the 
luncheon speech on the second day. 
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+April 21: On the eve of Earth Day three 
defectors from the mainstream environ
mental movement came to Cato to speak at 
a Policy Forum, "The Green God That 
Failed: Why Environmentalists Are Leaving 
Orthodox Environmentalism." Wallace 
Kaufman, former president of the 
Conservation Council of North Carolina; 
David Schoenbrod, cofounder and former 
senior attorney of the Natural Resources 
Defense Council; and Randal O'Toole, 

~9~emsopr ofEverv~u~., ,.. , .... r .. 

+April 23: At an afternoon Policy Forum, 
four participants debated the question 
"Should We Welcome a Libertarian Future?" 
On the affirmative were David Boaz, 
executive vice president of the Cato Institute 
and author of Libertarianism: A Primer, and 
Charles Murray, author of What It Means 
to Be a Libertarian. On the negative were 
William A. Galston of the University of 
Maryland and Robert Shapiro of the 
Progressive Policy Institute. 

Sen. Phil Gramm IR-Tex.) tells a Cato Policy Forum audience that the budget deal means higher spending 
and minimal tax relief. 

president of the Thoreau Institute, stated 
that they have left the mainstream 
environmental movement because its focus 
has shifted from protecting the environment 
to expanding government power whenever 
possible. 

+April23: John Moore, president of Grove 
City College, spoke at a Policy Forum titled 
"Breaking Away from Uncle Sam: Toward 
Real Independence in Higher Education." 
He discussed the college's decision to opt out 
of the federal student loan program. 
Beginning in the fall, students who take out 
loans will do so from Pennsylvania's PNC 
Bank rather than the federal government. 

+April24: Cato hosted a Capitol Hill Policy 
Forum, "Dismantling the Corporate Welfare 
State," to discuss why corporate welfare 
should be eliminated from the budget and 
how that can be done. Robert Shapiro of the 
Progressive Policy Institute and Stephen 
Moore of the Cato Institute argued that 
eliminating corporate welfare would reduce 
the budget deficit by nearly half. Rep. Tom 
Campbell (R-Calif.), David Kramer of the 
Carnegie Endowment for International Peace, 
and Ian Vasquez of the Cato Institute 
examined the problems with international 
corporate welfare programs such as the 
Export-Import Bank and the Overseas 
Private Investment Corporation. Sen. Sam 



Benefactors Susan Watson and Sandy Gelfand (with Chaya) talk with B. J. James at Ed and Kristina Crane's 
picnic after the 20th anniversal}' dinner. 

WaHer Olson, author of The Excuse Factol}', listens as Ricky Silberman of the congressional Office of Com
pliance comments on his book at a Cato Policy Forum. 
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Ed Crane introduces a debate on libertarianism featuring (from left) David Boaz, Chartes Murray, William 
Galston, and Robert Shapiro. 

Brownback (R-Kans.) delivered the opening 
remarks. 

+April 25: At a Roundtable Luncheon Birgir 
Runolfsson, associate professor of economics 
at the University of Iceland, discussed how 
Iceland has switched from a "commons" 
fishing system that did not protect property 
rights to a "total allowable catch" system 
that allows fishers to buy and sell rights to 
portions of the catch. The switch has ended 
the overexploitation of fish stocks. 

+ April 29-30: The Advisory Committee of 
the Cato Project on Social Security 
Privatization met. Lea Abdnor and Peggy 
Ellis of the Cato Institute discussed how the 
idea of privatization is being received on 
Capitol Hill. Jose Piiiera, architect of Chile's 
privatized pension system, reported that by 
the end of 1997 seven South American 
countries will have privatized their systems. 
Syndicated columnist Robert Novak 
considered the politics of Social Security 
privatization. He maintained that privati
zation needs a political spokesman who will 
make it his banner issue. 

+ May 1: The Cato Institute celebrated its 
20th Anniversary with a dinner held at the 
Washington Hilton. More than 2,000 people 
from 41 states and 14 countries attended the 
event. 

+ May 2: The Cato Institute held "Public 
Policy Day" in the Institute's F. A. Hayek 
Auditorium. Cato policy directors spoke 
about their areas of research and fielded 
questions from the crowd. 

+May 5: At a Policy Forum tided "The 1997 
Budget Deal: The Good, the Bad, and the 
Ugly," Sen. Phil Gramm (R-Tex.) and 
Stephen Moore, director of fiscal policy 
studies at the Cato Institute, argued that the 
budget compromise is a victory for the status 
quo. They maintained that it institutionalizes 
a series of ill-conceived programs and 
provides only marginal tax relief. William 
Kristol, editor of the Weekly Standard, 
evaluated the politics of the budget deal, 
concluding that it will increase the chances 
that the Republicans will lose control of the 
House in 1998. 

+ May 6: Karen Lehrman, a former visiting 
scholar at the Cato Institute, spoke about 
her new book, The Lipstick Proviso: 
Women, Sex, and Power in the Real World, 
at a Roundtable Luncheon. In the book, 
Lehrman makes the case for an individualist 

Continued on page 1 0 
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A Message to Redistributionists 
by P. J. O'Rourke 

C
ato is about ideas. We spend a lot of 
time talking and thinking about ideas, 
but not just good ideas. Bad ideas are 
important, too. In fact, a lot of life 

operates on bad ideas. And I thought I'd like 
to talk about a bad idea: closing the global 
wealth gap. That is a very bad idea. 

I mean, do we want to close the beauty 
gap and make everybody 
look like Dick Morris? Do 
we want to close the virtue 
gap and encourage Mother 
Teresa to have a deathbed 
affair, or appoint that 
Kennedy kid, Michael, to 
run the Save the Children 
Foundation? Do we want 
to close the talent gap and 
have an NBA full of play
ers who have the height and 
talent of, for instance, me? 
If we had a world without 
gaps, where everyone was 
the same color, size, social 
class, and sex, who would 
get pregnant? If everyone 
had the same information, 
"Yhat would we talk about? 
Consider what would hap
pen if everyone had the same 
work. Some job that would P. J. O'Rourke 
be. Everyone would take the 
same vacation. You would have 5.8 billion 
people headed to the shore in the first two 
weeks of August, playing a game of beach 
volleyball-2.9 billion to a side. The idea of 
a world where all people are alike, which is 
essentially the idea that we fight against at 
Cato, is a fantasy for the stupid. But egali
tarianism is worse than stupid, it's immoral. 

I think the Old Testament is quite clear 
about that. The Bible might seem to be a 
strange place to be doing economic research, 
but I have been thinking, from a political 
economy point of view, about the Tenth Com
mandment. The first nine commandments 
concern social mores and theological prin
ciples-thou shall not steal and kill and so 
forth. Fair enough. Then there 's the Tenth 
Commandment: "Thou shall not covet they 
neighbor's wife. Thou shall not covet thy 
neighbor's house, nor his manservant, nor 
his maidservant, nor his ox, nor his ass, 
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nor anything that is thy neighbor's." I mean, 
here are God's basic rules for how we should 
live, a very brief list of sacred obligations and 
solemn moral precepts, and right at the 
end of it is: "Don't envy your buddy his cow." 
What is that doing there? Why would God, 
with just 10 things to tell Moses, choose jeal
ousy about the stuff the guy next door has? 
Well, think about how important to the well-

being of a community that commandment 
actually is. What that commandment says is 
that if you want a donkey, if you want a pot 
roast, if you want a cleaning lady, don't bitch 
about it, go get your own! 

The Tenth Commandment sends a mes
sage to socialists, to collectivists, to people 
who believe that wealth is best obtained by 
redistribution, and that message is clear and 
concise: Go to hell! 

Egalitarianism is sinful; it's also cowardly. 
We fear the power that others have over 
us, and since wealth is power, the egalitari
ans fear the rich. They're afraid that Kathie 
Lee Gifford is going to make them sew jog
ging suits in sweat shops for 30 cents an hoUL 
But, seriously, how rational is fear of the rich? 
Let's take a midnight stroll through a rich 
neighborhood. And let's take a midnight stroll 
through a poor neighborhood just a few 
blocks from here. Sure, you can get in a lot 

of trouble in Monte Carlo. You can lose at 
roulette or get suckered into a shady busi
ness deal with Princess Stephanie's husband. 
But you are a lot more likely to get mugged 
in Northwest Washington. Now, mind you, 
I don't think we should begrudge the crimes 
of those poor people down the street. They're 
just practicing a little free-lance socialism; 
they're just being liberal Democrats in their 

own small way. 
But the point is that the 

real alternative to the pow
er of the rich is not power 
of the poor. It's just plain 
power. If we don't want the 
world's wealth to be con
trolled by people with mon
ey, then the alternative is to 
have the world's wealth con
trolled by people with guns. 
And governments have guns. 
They have quite a few guns. 
Now, in theory, it is fine that 
the government has guns 
and that the guns control 
money because, in theory, 
the mugger puts his pistol 
down and picks up a bal
lot and he steals from multi
national corporations instead 
of from you. But the reali-
ty is obviously quite differ
ent. The track record of col

lectivist societies in the 20th century speaks 
entirely for itself. Thirty million dead from 
closing the wealth gap in Chinese agricul
ture, 6 million dead from closing the com
merce gap in the Ukraine, 1 million dead 
from closing the common sense gap in Cam
bodia, and the deaths go on and on. Even 
the most democratic government becomes a 
law unto itself. I don't think I really need to 
elaborate on that at a moment when Bill and 
Hillary are headed over to the Sidwell Friends 
School to hawk Lincoln bedroom sleepovers 
to Chelsea's friends . ("Bring your jammies, 
s'mores, and a hundred thousand dollars.") 

Such are the products of envy and fear, 
which brings me to the third mainspring 
of ega litarianism: greed. And by greed I 
don't mean the simple lu st for material 
objects covered by the Tenth Command
ment. I am concerned about the greed for 
position and pride, for what nowadays is 
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called self-esteem. I wonder how many of 
the people who profess to believe in the 
leveling ideas of collectivism and egalitari
anism really just believe that they themselves 
are good for nothing. I mean, how many 
leftists are animated by a quite reasonable 
self-loathing? In their hearts they know that 
they are not going to become scholars or 
inventors or industrialists or even ordinary 
good kind people. So they need a way to 
achieve that smugness for which the left is 
so justifiably famous. They need a way to 
achieve self-esteem without merit. Well, there 
is politics. In an egalitarian world everything 
will be controlled by politics-and politics 
requires no merit. 

Consider the four men who have been 
America's most prominent politicians in this 
past year: Bob Dole, Newt Gingrich, AI Gore, 
and Bill Clinton. Would you hire any of those 
men? Would you hire any of them even to 
mow your lawn? Bob Dole would be down 
on his hands and knees trying to make a deal 
with the grass not to grow. Gore would be 
asking the cat if dandelions are an endan
gered species. Newt would "borrow" the 
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Memorial, which was opened to the pub
lic the following day; and stated that Cato 
looks forward to "continuing its mission of 
advancing civil society during the next 20 
years and beyond." Hentoff, while dis
agreeing with Cato's advocacy of liberal
ized trade with China, congratulated the 
Institute for its work on civil liberties, cit
ing a recent policy analysis, "Dereliction of 
Duty: The Constitutional Record of Presi
dent Clinton" by Timothy Lynch, assistant 
director of Cato's Center for Constitu
tional Studies. Pifiera, who oversaw the pri
vatization of Chile's pension system in the 
ea rly 1980s, told the crowd that during the 
past 15 years Chile's economy has grown 
at an average annual rate of 7.5 percent, 
more than rwice the U.S. rate. Smith, whose 
company, Federa l Express, delivers nearly 
3 million envelopes and packages a day, 
stated that it was Cato's work in trans
portation deregulation that initially attract
ed his attention and support . O'Rourke 

Toro. And Clinton wouldn't be able to make 
up his mind. Power mower or push? Do the 
front first or the back? Rake and then mow, 
or the other way around? So he'd give up 
and he'd be in your kitchen raiding the refrig
erator and flirting with your baby sitter. 

We have to kill ideas like the wealth gap. 
The world doesn't need to be thinking about 
the wealth gap; the world needs to be think
ing about wealth. Wealth is good. Everybody 
knows that about his own wealth. Wealth 
improves your life; it improves your family's 
life. You invest in wise and worthwhile things, 
and you help your friends and neighbors . 
Your life would get better if you got rich, 
and the lives of all the people around you 
would get better if you got rich. Your wealth 
is good. So why isn't everybody else's wealth 
good, too? Wealth is good when a lot of peo
ple have it, and wealth is good when just a 
few people have it. And that is because mon
ey is a tool, nothing more. I mean, you can't 
eat money, yo u can't sleep with it, yo u 
can't wear it as underwear very comfortably. 
And wealth, the accumulation of money, is 
a bunch of tools. Now when one person, a 

amused the crowd with his dissection of the 
egalitarian mindset. And Forbes offered a 
message of optimism, arguing that the 
United States can and will return to its 
heritage of limited government and indi
vidual liberty. 

The following day Cato hosted Public 
Policy Day in the Institute's F. A. Hayek Audi
torium. Policy directors gave 10-minute talks 
detailing their current research and enter
tained questions from the crowd. In addi
tion, Cato sponsored a cruise on the Potomac 
River and Ed and Kristina Crane hosted a 
picnic at their home. 

The Washington Post ran a front-page 
story on the dinner in its Style section. Among 
other things, the article sa id , "After two 
decades of advocating a balanced budget and 
welfare reform, Cato is now the hot policy 
shop, respected for not compromising its core 
beEefs even when they get in the way of prac
tical politics. Mainstream politicians and 
pundits--even Hollywood actors-quote its 
unorthodox mix of free-market economics 
and individual social rights." • 

carpenter for instance, has a lot of tools, we 
don't say to him, "You have too many tools. 
You should give some of your saws and drills 
and chisels to the guy who is cooking the 
omelets." We don't try to close the tool gap. 

Wealth has brought enormous benefits 
to the world. Rich people are heroes--espe
cially if they donate some money to Cato. 
Those rich heroes didn't necessarily mean 
to be heroes, but that's beside the point. 
They are heroes, and yet the way we treat 
wealthy people in our political systems is 
criminal-literally criminal. We steal, with 
taxes, all we can from them. Even now that 
the whole world has come to believe that 
free markets and private money making 
are good things, we still hear our politi
cians proposing to "close the wealth gap," 
when the gap that should be closed is the 
one between their ears . • 

P.]. O'Rourke is the author of Parliament 
of Whores and an H. L. Mencken Research 
Fellow at the Cato Institute. These remarks 
were delivered at the Cato Institute's 20th 
anniversary celebration on May 1, 1997. 

Cato Calendar 

Beyond the Telecommunications 
Act of 1996 

Washington • Cato Institute 
September 12, 1997 

Speakers include Perer Huber. 

Ayn Rand's Atlas Shrugged: 40th 
Anniversary Celebration 

Cosponsored with the Institute for 
Objectivist Studies 

Washington • Capital Hilton 
October 4, 1997 

Speakers include arhaniel Branden. 

Money and Capital Flows in a Global 
Economy: Fifteenth Annual Monetary 

Conference 
Washington • Capital Hilton 

October 14, 1997 
Speakers include Alan Greenspan. 

Fifth Annual Bionomics Conference 
Cosponsored with the Bionomics Institute 

San Francisco • Mark Hopkins Hotel 
November 13-15, 1997 

Speakers include Michael Rothschild. 
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Gov. Ki!i( Fordice talks with 
columnist William F. Buckley 

Jr. and Federal Reserve chair
man Alan Greenspan at a 

reception before the dinner. 
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Wendy and Phil Gramm greet Gov. 
Ki!i( Fordice IR·Miss.) at Cato's 20th 
anniversary celebration on May 1. 

When Ed Crane asked all the famous 
people in the audience to stand up, 

economistltalkshow host/adjunct 
scholar WaHer Williams obliged. 

Actor Kurt Russell, whose movie 
Breakdown opened number one 
in the nation on May 2, relaxed 

and enjoyed the speeches at 
Cato's May 1 dinner. 

I 

I 
CATO IN~ 

20th ANNl 



7 7 

97 
;TIT UTE 

[VERSARY 

Cato Board member Theodore 
Forsbnann introduces main speaker 
Steve Forbes to 2,000 guests in the 

Washington HiHon ballroom. 

Jose Piiiera, who privatized social 
security in Chile, greets Charles 

Murray, author of a pioneering cri· 
tique of U.S. welfare policy. 

Nat Hentoff of the Village Voice praises Tim 
Lynch's study, "Dereliction of Duty: The Consti
tutional Record of President Clinton," in his 
dinner remarks. 

Cato Board members Ethelmae C. Humphreys, 
David Padden, and John Blokker confer after a 
successful event. 
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EVENTS Continued from page 5 

feminism that seeks only equal protection 
under the law, not special privileges. 

+May 6: Does the liquor industry have a First 
Amendment right to advertise on television, 
radio, and the Internet? That question was 
debated at a Policy Forum on "Liquor 
Advertising and the Electronic Media." Dan 
Troy of Wiley, Rein & Fielding and Sam 
Kazman of the Competitive Enterprise 
Institute argued that the First Amendment 
makes no distinction between commercial 
speech and noncommercial speech. Heather 
Mizeur from the office of Rep. Joseph 
Kennedy (D-Mass.) and William McColl of 
the National Association of Alcoholism and 
Drug Abuse Counselors maintained that 
electronic advertising of all alcoholic 
products-spirits as well as beer and wine
should be tightly regulated and that a flat 
prohibition should be considered. 

+ May 12: At a Policy Forum John Harrison 
of the University of Virginia School of Law 
and Jamin Raskin of the American University 
School of Law debated the question "Does 
the General Welfare Clause Limit or 
Empower Congress?" Harrison argued that 
there is no genera l power to spend in the 
Constitution and that approximately half of 
what the federal government now does is 
Lmconstitutional. Raskin maintained that the 
general welfare clause does indeed empower 
Congress to spend money on projects that 
benefit the citizenry as a whole. Nevertheless, 
he argued that some current projects, such 
as corporate welfare programs, benefit only 
a few and are not protected by the general 
welfare clause. 

+May 20: The Cato Institute hosted a Policy 
Briefing with Sen. Kay Bailey Hutchison (R
Tex.). Hutchison discussed a number of issues 
with Cato policy directors, including the 
1997 budget deal and Social Security reform. 

+May 20: Richard A. Epstein, James Parker 
Hall Distinguished Professor of Law at the 
University of Chicago and adjunct scholar 
of the Cato Institute, discussed his new book 
Mortal Peril: Our Inalienable Right to 
Health Care? at a Book Forum. He argued 
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that the only time the state should exceed its 
night watchman's duties is when it acts 
aga inst monopolies. However, since the 
health care industry is not likely to be 
monopolized, there is no reason for the state 
to intervene preemptively. Epstein also 
considered the potential consequences of a 
national health care program, such as that 
proposed by President Clinton in the 1992 
presidential campaign. 

+ May 21: The Cato Institute held a press 
conference at the Waldorf-Astoria Hotel in 
New York City to release the new Cato paper 
"How Rent Control Drives Out Affordable 
Housing" by William Tucker, author of The 
Excluded Americans: Homelessness and 
Housing Policies. In the paper Tucker argues 
that strict rent regulations have artificially 
driven up the prices of unregulated units in 
numerous cities, including New York, which 
is currently considering phasing out its system 
of rent controls . 

+ May 27: In December 1996 the television 
industry implemented an age-based ratings 
system similar to the one used by the motion 
picture industry. To discuss the effects of that 
system and its future, the Cato Institute held 
a Policy Forum titled "Television Ratings 
Revisited: Getting the Big Picture." Rick 
Cotton, executive vice president of NBC, 
argued that the system is a sign that the 
industry is willing to provide information to 
parents on its own and that government 
involvement is not only undesirable but 
unconstitutional. Brent Bozell, chairman of 
the Media Research Center, argued that a 
content-based ratings system that tells the 
viewer if the program contains violence, 
nudity, or profanity would be more useful. 
Robert Corn-Revere of Hogan & Hartson 
questioned the necessity of a ratings system
voluntary or not-and argued that those who 
favor ratings wish not only to provide 
information for parents but to change the 
content of programs. 

+May 27: Ian Vasquez, director of the Cato 
Institute's Project on Global Economic 
Liberty, discussed the publication of 
Economic Freedom of the World: 1997 
Annual Report at a Roundtable Luncheon. 
Written by James D. Gwartney of Florida 

State University and Robert A. Lawson of 
Capital University, the book rates the eco
nomic freedom of 115 countries and shows 
that there is a causal link between economic 
freedom and economic growth and prosper
ity. The book, published by the Fraser Insti
tute, the Cato Institute, and a nwnber of other 
free-market public policy organizations, is 
an updated and expanded version of 
Economic Freedom of the World: 1975-1995. 

+May 28: Walter Olson, senior fellow at the 
Manhattan Institute, discussed his new book 
The Excuse Factory: How Employment 
Laws Are Paralyzing the American 
Workplace at a Cato Institute Book Forum. 
Olson maintained that over the past 35 years 
a vast regulatory apparatus has been 
constructed that impedes the labor market 
from functioning properly. Ricky Silberman, 
executive director of the Office of 
Compliance, the agency responsible for 
enforcing employment law in congressional 
offices, added further evidence of the 
damaging effects of affirmative action and 
other race-based policies. 

+May 29: Peter Ferrara of Americans for Tax 
Reform, Jagadeesh Gokhale of the Federal 
Reserve Bank of Cleveland, and William 
Niskanen of the Cato Institute considered 
the question "Social Security Privatization: 
Is the Transition Possible?" at a Policy Forum. 
Ferrara and Gokhale have written Cato 
papers that lay out plans for privatization. 
Ferrara proposed a plan that would allow 
everyone to opt out of the current Social 
Security system. Gokhale's plan would allow 
workers to divert up to 46 percent of their 
payroll taxes to private accounts. 

+ May 30: The Cato Institute held a press 
conference at the National Press Club to 
launch its new Social Security Web site. The 
site (www.socialsecurity.org) contains the full 
text of Cato papers on Social Security privati
zation, speeches by Jose Piiiera and others in 
Rea!Audio and RealVideo, and an interactive 
program that shows people what benefits 
they can expect from the current system 
compared with what they could receive if 
they invested their money in private accounts. 
The site has already received awards from 
USA Today and Editor's Choice. • 



How will the information age change government? 

Gilder, Rossetto Keynote Conference 

0 
n April 17th and 18th the Cato 
Institute and the Brookings Institution 
co-hosted a conference on "Regulation 
in the Digital Age." Held at the 

Capital Hilton in Washington, the conference 
addressed nearly all the major regulatory 
issues that might affect the new information 
and communications markets. 

Thomas Mann, director of the Govern
mental Studies Program at the Brookings 
Institution, and William Niskanen, chairman 
of the Cato Institute, discussed the implica
tions of the digital age for democratic gov
ernment. Mann maintained that the Internet 
may become an important tool for those who 
wish to affect election outcomes and the way 
the public looks at issues, but that time has 
not yet come. Defending his thesis, he cited 
the 1996 presidential election. While both 
major-party candidates had pages on the 
World Wide Web, they were accessed by only 
a tiny percentage of those who actually 
voted. Moreover, the candidates participat
ed in online forums infrequently and pre
ferred to spend their advertising dollars on 
the conventional electronic media of radio 
and television. 

Niskanen argued that the electronic age 
is going to allow people to make more deci
sions about where they live. Traditionally, 
most people have lived in large metropoli
tan areas and have commuted to and from 
work. With greater use of electronic mail and 
similar technologies, however, that will no 
longer be necessary. People will be able to 
live where they want to, even if it's hundreds 
of miles from their former offices. That, 
Niskanen suggested, will have profound 
effects on the way governments function. 

Louis Rossetto, editor 
and publisher of Wired, 

told a Cato-Brookings 
conference that the 

World Wide Web offers 
vast benefits to society 
and the economy if it is 

not regulated. 

George Gilder warns 
against attempts by the 

federal government to 
prop up broadcasting in 

its losing competition 
with the Internet. 

State and local governments will no longer 
have a captive audience. They will have to 
compete with one another-either by low
ering taxes or increasing the quality of their 
services-if they want people to live within 
their jurisdictions. 

Robert E. Hall, senior fellow at the Hoover 
Institution and professor of economics at 
Stanford University, argued that the digital 
age does not require a new approach to 
antitrust; instead, it requires enforcing the 
current laws in an appropriate fashion . 
The purpose of antitrust laws, he reminded 
the audience, is to benefit the consumer by 
ensuring that prices remain low and volume 
high. But, in fact, Microsoft is being prose
cuted for doing just that-selling its prod
ucts too cheaply. Thus, he concluded, the 
price level, not market share, should be used 
as the determinant for antitrust enforcement. 

David Post, visiting associate professor 
of law at Georgetown University, discussed 

what will be required to expand electronic 
commerce. Currently, he pointed out, many 
people are afraid to purchase goods from 
Internet sites with their credit cards, even 
though they feel comfortable giving compa
nies the same information over the phone. 
He maintained that, as more people use the 
Internet, that fear will erode, but it will be 
a slow and arduous process. What is need
ed is a private regulatory group that will give 
Internet sites a stamp of approval in much 
the same way Underwriters Laboratories 
now does electrical products. That, he said, 
would greatly speed the growth of elec
tronic commerce. 

Delivering the dinner address on the first 
day of the conference was George Gilder, 
senior fellow at the Discovery Institute and 
author of Wealth and Poverty. Gilder report
ed that over the past three years Internet trav
el has increased 140-fold and that last year 
more personal computers were sold in the 
United States than televisions and more mail 
was sent electronically than via the U.S. Postal 
Service. He argued that the Internet and relat
ed technologies are going to cripple the broad
cast industry and warned that the federal 
government will attempt to artificially prop 
up television and movies. 

Also speaking at the conference was Louis 
Rossetto, ed itor and publisher of Wired, 
whose speech, "Birth of the Digital Nation," 
was broadcast live by C-SPAN. In addi
tion, other panelists discussed regulating con
tent, ensuring access, and professional licens
ing. More than 200 people attended the two
day conference. • 
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Wfbe true source of wealth is not material things annies, land, 
jewels, slaves-but the human mind.~ 

RENEWAL Continued from page 1 

is better from the bottom up rather than from 
the top down. We don't need an aristocra
cy; we don't need a politicized priesthood 
and a forced religion; we don't need a mili
tary caste to keep a country together when 
there are shared sets of ideas and ideals. Those 
ideas-a belief in freedom, a belief in democ
racy, a belief in individual equality before the 
law, a belief that everyone should 
have a chance to get ahead-may 
sound very simple, but they have 
very profound implications. 

We are at one of the most extra
ordinary points in human histo
ry. America has tremendous poten
tial. Never before has a nation 
occupied the position that we do 
today. No nation has had the glob
al influence that we do today. And 
whether other peoples around the 
world admit it or not, they are 
looking to the United States as a 
model for how a free people can 
move ahead in changing circum
stances. 

War and Big Government 

The end of the Cold War was obvi
ously a seminal event. But I think 
we don't fu lly recognize why it 
was such an important event. Just 
ask yourself a very basic and sim
ple question: How was it that the 

Steve Forbes United States of America, which 
was the most anti-government, anti-statist, 
pro-individual nation ever invented, came 
to have a government of the size and scope 
that we have today? How did it come to 
pass? We think that because it happened, 
it was inevitable, that it was a result of moder
nity, industrialization, and complexity. It 
wasn't. Even before World War I, with the 
advent of the Progressive reforms, which 
brought a belief in top-downism, we didn't 
have government of nearly the size and scope 
that we do today. The rea l origins of what 
we are facing today are the wars that we had 
to fight this century. 

You know from your history books that 
when you face a major enemy, you place the 
resources of society under the control of a 
strong central government to meet that threat. 
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That's how the absolute monarchies of Europe 
developed. But America was always differ
ent, until this century. Take the Civil War. 
When we mobilized, we had conscription, 
massive debt, and the first income tax. Yet, 
remarkably, after the war government was 
significantly scaled back. 

But look what has happened in this 
century. Except for brief periods of time, 
throughout tl1e century we have faced a major 

threat of one sort or another. Take World 
War I. It produced massive growth in gov
ernment. The income tax was instituted in 
1913. At first, the top rate was 6 or 7 per
cent. A few years later, as a result of the war, 
it was in the 70 percent range. Then in typ
ical American tradition in the 1920s, we 
began to scale back. 

Soon we got the economic warfare of the 
Great Depression, which was brought about 
by misguided policies, and which was real
ly a peacetime version of World War I mobi
lization. Nevertheless, by the end of the 1930s, 
government began to shrink slightly. 

Then came World War II, and once again 
you had massive governmental growth. And 
after that conflict we had the 40-year Cold 
War. Obviously, a 40-year cold war is dif-

ferent from a hot war, but it did profound
ly affect and change social, economic, and 
political life in our country. 

Take, for example, federal aid to educa
tion. It was initially justified in the name of 
national security. Even Eisenhower's inter
state highway program of the 1950s was jus
tified by national security. When John Kennedy 
talked about getting America moving again, 
one of his justifications was national securi

ty. He argued that we must show 
the Soviets and the world that we 
could grow faster than the total
itarian Soviet regime. And so by 
the early 1960s a lot of people said, 
if government can help us win two 
world wars, help alleviate the dis
tress of the Depression, put men 
in space, lead the civil rights move
ment, why couldn't government 
do a lot of other good things? And 
thus we got the War on Poverty, 
Jimmy Carter's moral equivalent 
of war on the energy crisis, and 
the war on drugs. War, real or 
metaphorical, has been the motif 
of this century. 

The Cold War, the world wars, 
and the Great Depression dam
aged our society in other ways as 
well. For example, look at our 
coutts. With the belief that an elite 
could do things better than the rest 
of us, too many judges have behaved 
as emperors, instead of objective 
adjudicators. Look at voluntarism. 

George Orwell would love some of the cur
rent rhetoric concerning voluntarism. There 
is, after all, a difference between paying some
body to do something and coercing some
body to do something. And there is the assump
tion that business is based on greed, that the 
people who are really concerned are in pub
lic life. There's the notion that real altruism 
comes from bureaucrats, that they are the 
moral equivalent of nuns and monks. That 
is one of the legacies that we must get rid of. 
There's the notion that prosperity causes infla
tion. And you see a sinlilar attitude toward 
taxes. There is this Old World idea that the 
nation's income belongs to the monarch and 
the aristocrats here in Washington, and, as 
in days of old, they bestow favors and we're 
supposed to be grateful. 
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Postwar Renewal 

So the question is, will America renew itself? 
I think the answer is yes . For the first time 
in a century we don't face a world full of dan
ger and peril, and that gives us an opportu
nity to rediscover the basic values, the Amer
ican values, that made this country unique. 

Change is already beginning to occur. The 
fact that we're celebrating 20 years here is 
evidence that it is beginning to happen. 
The fact that some of our ideas are actually 
mainstream ideas is something that should 
give us cause for celebration. You see this 
change in all facets of America. There's the 
group Promise Keepers, whose members vol
untarily renew their commitment to their 
responsibilities. You see it in the welfare 
debate. Last year's welfare debate was not 
so much about money as about the fact that 
the old system was destroying the very peo
ple that it was supposed to help and save. 

One of the strengths of democracy is not 
that we don't make mistakes, but that when 
we do stumble or fall, we not only pick our
selves up, we find the inner strength to reach 
new heights. We've done it before, and work
ing voluntarily together we will do it again. 
To see the truth of that, all we have to do is 
look back to the 1820s, when per capita alco
hol consumption was four to five times what 
it is today. Everyone took a swig from the 
jug. Adults did it. Preachers did it. Teachers 
did it. Kids did it. So by noon in America in 
the late 1820s, most of the nation was in a 
haze. And while we chuckle about it today, 
it had all the predictable social consequences. 
So what happened? There arose a series of 
movements in America that said a self-gov
erning nation must be inhabited by self-gov
erning individuals. The first public health 
movement in America did not come out of 
Washington; it was the temperance move
ment. And it worked. Within a generation, 
alcohol consumption fell by over 50 percent. 
The 1830s saw the rise of a series of religious 
movements that historians call the Second 
Great Awakening. That was the beginning 
of a widespread abolitionist movement. 
We also saw the rise of the Sunday school 
movement. So we've had periods of reform 
before, and we feel that same energy again. 

This new era that we are entering is 
also economic in nature. But it's not just num
bers. It is about the truly heroic nature of 

human endeavor. That endeavor is symbol
ized by the microchip, which is extending 
the reach of the human brain the way that 
machines extended the reach of human mus
cle during the machine age. During the indus
trial era, if you learned to drive a tractor, you 
could do more physical labor in a day than 
a hundred Herculean plowmen could in 
the days of old. Similarly, in this new era the 
chip is going to make us all smarter, and give 
us more choices and control. It is going to 
remind us that the true source of wealth is 
not material things-armies, land, jewels, 
slaves- as we thought in the past. The real 
source of wealth, the real source of human 
capital, is the human mind. Human ingenu
ity, human innovation, people having the 
chance to discover where their real talents 
lie is the source of our strength. 

A New Heroic Era 

This new era is not going to be exclusive. 
One group is not going to get ahead while 
everyone else trails behind. To see why that 
is true, all you have to do is look at an instru
ment today that is making us all more pro
ductive: the calculator. Thirty years ago 
calculators cost over $1,000. Today the pack
aging costs more than the instrument itself. 
And, think about it, even if you do have a 
knack for arithmetic, a calculato~ which most 
people can easily learn to use, can now do 
in a matter of seconds or minutes what would 
have taken math wizards hours or days to 
do 40 or 50 years ago. Will people be left 
behind in the labor force? No. 

When you go to the checkout counter in 
the supermarket (presidential candidates and 
would-be candidates often visit supermar
kets), what do you see? Very sophisticated 
inventory equipment, changing the face of 
retail. But virtually anyone can get the 
hang of it. No one has to be left behind. 

We are approaching an era that really is 
going to celebrate the human mind. We are 
going to spread knowledge and make it avail
able in ways we couldn't have dreamed of 
before. If a tyrant wants to burn a great library, 
as happened in Alexandria centuries ago, let 
him. Computers have given us other ways 
to store information. With the amount of 
plastic in the world, and the number of com
puter disks that can be made from that plas
tic, no one wi ll be able to eliminate infor-

marion. Everyone will be able to bring it up 
on his computer screen. 

Tax Reform 

If we voluntarily work together for our shared 
causes, ultimately we will triumph against 
Washington. We can reform our institutions; 
we can reform our schools and return them 
to the control of parents; we can reform our 
legal system and no longer allow judges to 
act like emperors; and we can replace regu
latory mandates with common sense pro
posals. We can, and we should, also enact 
significant entitlement reform. If we allow 
people to control their own pension system, 
they will feel a sense of responsibility, and 
they will be able to receive benefits that far 
exceed what they receive today. They will 
come out ahead; America will come out ahead; 
we will all come out ahead. The same thing 
is true if we reform our medical system by 
expanding medical savings accounts. 

And of course, one of the biggest dead
weight costs imposed on America today is 
the federal income tax code. It is the biggest 
source of power and corruption in this town. 
It is no coincidence that the members of the 
tax-writing committees get more contribu
tions than their peers do . A survey about a 
year ago found 68,000 people working in the 
lobbying industry in Washington alone. And 
that number- which is four times larger than 
it was 30 years ago-does not include Mary
land and Virginia offices. As a result, is it any 
coincidence that the tax code is about four 
times more complex than it was 30 years ago? 

If you remember just one thing about tax
es, it should be that taxes are not just a means 
of raising revenue; they are also a price and 
a burden. The tax you pay on profit--capi
tal gains-is the price you pay for being pro
ductive, innovative, successful, and willing 
to take risks. The proposition I am advanc
ing is very simple: when you simplify and 
lower those burdens, you get more of the 
things we all value, and when you raise them, 
you get fewer of those things. If we liberate 
the American people from the current tax 
system, we'll have a higher standard of liv
ing and the only losers will be those who have 
a corrupt interest in preserving the status quo. 

As you know, a few weeks ago, the Inter
nal Revenue Service announced that their 

Continued on page 14 
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by seN-governing individuals.~ 

RENEWAL Continued from page 13 

$4 billion computer modernization program 
was a complete flop and that they will have 
to start all over again. That, I think, begs the 
question. Instead of starting the computer 
modernization program all over again, why 
not start the federal income tax code all over 
again? If you want to know why two incomes 
in a family can't do the job that one income 
could in previous generations, just look at 
the tax burden a family faces today versus 
the tax burden a family faced 40 or 45 years 
ago. Americans hate taxes, but they have 
always felt it was their civic duty to pay them. 
The current code makes a mockery of that 
with its incomprehensibility and ambigui
ty. It is wrong. And the only thing to do with 
the monster, as you well know, is to kill it, 
drive a stake through its heart, bury it, and 
hope it never rises again. 

This gets me to the budget deal that is 
currently being discussed. Let me raise two 
issues. One is Medicare. Let us not commit 
ourselves to price controls for the next five 

years in the name of a balanced budget. Let 
us instead loosen the restraints that were put 
on medical savings accounts last year. Let us 
provide people with choice. If we do that, 
then health care, like all other services, will 
become consumer driven and we'll all be the 
healthier for it. 

Now let me say something about the 
Consumer Price Index. A recent report says 
that we have been overstating inflation. I 
believed that until I discovered something 
very important. Do you realize that this 
index, which purports to measure the cost 
of living, leaves out income taxes and pay
roll taxes, as if they're not costs of living? If 
you included those taxes, as a study done 
nine years ago did, the CPI would actually 
understate the real cost of living by seven
tenths of a percent. So if the Bureau of Labor 
Statistics does an honest study, they will find 
that they are understating inflation- a fact 
that the American people intuitively under
stand. Americans know that on paper they 
are doing very well pretax, but they under-

stand that somehow they are on a treadmill 
and the treadmill is winning. So let us not 
use the CPI as a backdoor way of raising 
taxes and cutting benefits. 

Political leaders have an obligation to 
state their principles and to translate them 
into policies that people will find compelling 
and right. Even if the president vetoes a prin
cipled Republican proposal, Republicans will 
have shown what they stand for. And when 
the next election comes, people will have a 
reason to vote. They will know that they 
have a real choice. 

So, in closing, we are on the verge of 
a fabu lous era, thanks to the work that 
Ed Crane and others at Cato have done 
and thanks to people who help new busi
nesses get on their feet. I'm an optimist. 
I'm convinced that when historians look 
back at this era, they're going to have to 
conclude that, despite all of our flaws and 
frailties, we advanced greatly and we once 
again made America a leader and an inspi
ration to the world. • 

Oregon Seeks Social Security Waiver 

I 
n early May the Oregon legislature 
adopted a resolution petitioning Congress 
to enact a waiver system that would allow 
states to implement and design their own 

retirement systems. The resolution, which 
passed in the Oregon Senate 20 to 8 and the 
House 31 to 22, was introduced by 
Republican state senator Gene Derfler after 
he heard the idea discussed by Jose Pifiera, 
co-chairman of the Cato Project on Social 
Security Privatization, and Steve Buckstein, 
president of Oregon's Cascade Policy 
Institute. 

The Wall Street Journal reported that 
many legislators who voted for the resolu
tion were impressed by the Cato Institute's 
new Social Security Web site (www. 
socialsecurity.org). 

The Oregon resolution echoes many of 
the things that Cato scholars have said about 
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Social Security. It states that "investment 
return on Social Security contributions 
made by many workers today is signifi
cantly below that available from other 
sources" and argues that "more retirement 
investment alternatives might dramatical
ly increase Oregonians' savings rate and 
retain more young adults who otherwise 
would leave the state for jobs elsewhere." 

While the resolution does not legally 
bind Congress to act, Buckstein maintains 
that it is a sign of growing discontent with The Cato Institute has named Daniel Griswold director of 
the current Social Security system. "It's trade and immigration studies. Griswold was previously 
time for all American to talk about alter- press secretary to Rep. Vin Weber (R-Minn.) and served 
natives to Social Security. Oregon is the for several years as editorial page editor ofthe Colorado 
first state to ask Congress to begin this dis- Springs Gazette-Telegraph. Most recenUy, he has taken 
cussion. We expect other states to follow. a two-year sabbatical to study international trade at the 
Together, we can develop plans that give London School of Economics. Griswold replaces Stuart 
all American the retirement choices they Anderson, who moved to the office of Sen. Spence 
want and deserve." • Abraham IR-Mich.). 



Cato Studies 

Privatizing Social Security: two plans 

Ads Show Rent Control Raises Prices 

R
ent control policies are being 
reconsidered in major cities throughout 
the country. The state of Massachusetts 
eliminated rent controls in Boston and 

two of its suburbs, Cambridge and Brookline, 
on January 1, 1997, and some legislators 
have proposed phasing out controls on more 
than 1 million apartments in New York City. 
In the new Cato Institute paper "How Rent 
Control Drives Out Affordable Housing" 
(Policy Analysis no. 274), William Tucker, 
author of The Excluded Americans: 
Homelessness and Housing Policies, argues 
that rent control has stifled new housing 
construction and driven up the price of 
existing apartments. Tucker analyzed data 
on all available apartments advertised in 18 
major North American cities. Rents in cities 
with unregulated housing markets followed 
a standard bell curve pattern: between 33 
and 40 percent of rental prices fell below the 
census median. Moreover, the most common 
advertised rent in those cities was relatively 
low-between $450 and $500. In contrast, 
in New York City and San Francisco, where 
rent regulations are strict, there were very 
few rental units available at the low end of 
the market. The median advertised rent in 
New York City was $1,350; in San Francisco 
it was $1,400. Tucker argues that those living 
in regulated apartments tend to vacate very 
infrequently, and thus virtua lly a ll the 
demand is funneled into the unregulated 
sector. Eventually the competition for those 
apartments creates highly inflated prices. 

+ Replacing the Income Tax 
In the new Cato study "Emancipating 
America from the Income Tax: How a 
Nationa l Sales Tax Would Work " (Policy 
Analysis no. 272), David R. Burton and Dan 
R. Mastromarco of the Argus Group, a 
Washington-based law and public policy 
firm, argue that replacing the income tax 
with a national sales tax would increase 
economic growth by dramatically reducing 
the tax bias against work, savings, and 
investment; they also contend that it would 
reduce economically inefficient distortions 
in the patterns of investment. Burton and 
Mastromarco propose a 15 percent sa les tax 
on the final purchase of goods and services 
at the retail level; a universal rebate for every 
household, exempting all consumption up 

to $18,588 each year; and reimbursement 
to states and retailers of the costs of collecting 
the national sales tax. Under their plan, the 
Internal Revenue Service would be abolished 
and the states would bear primary 
responsibility for administering the sales tax. 

+ The Folly of Foreign Aid 
It is widely recog- .-----=-----., 

nized that state
run foreign aid 
programs have 
produced negli
gible benefits and 
imposed great 
costs. The failure 
of those programs 
has led to new 
justifications for 
aid. A current 
favorite is that 

Doug Bandow 

foreign aid can help prevent social 
catastrophe. In the new Cato paper "Help 
or Hindrance: Can Foreign Aid Prevent 
International Crises?" (Policy Analysis no. 
273), Doug Bandow, senior fellow at the 
Cato Institute, debunks that claim. He argues 
that nearly every country that has suffered 
catastrophe collected abundant foreign aid 
beforehand. Indeed, 70 developing nations 
are poorer today than they were in 1980, 
and 43 are worse off than they were in 1970. 
To truly help poor nations, Bandow 
maintains, Washington should end 
government-to-government assistance, which 
has often buttressed brutal regimes, and drop 
its trade barriers, which impede the 
development of poor nations. 

+ Two Plans for Privatizing Social Security 
Without endorsing any specific proposal, the 
Cato Project on Social Security Privatization 
is publishing a number of possible 
privatization plans. The first one is presented 
in the new Cato paper "A Plan for Privatizing 
Social Security" (Socia l Security Paper no. 
8) by Peter J. Ferrara, general counsel and 
chief economist at Americans for Tax Reform 
and associate policy ana lyst at the Cato 
Institute. Ferrara's plan is based on the 
following elements. First, current workers 
would be free to choose either the private 
option or Social Security. For those who 
chose the private p lan, workers and 

employees would each pay 5 percent of 
wages (the current Social Security payroll 
tax is 6.2 percent for both workers and 
employers) into private investment accounts. 
In addition to supporting retirement benefits, 
the accounts would finance private life and 
disability insurance. Second, workers who 
opted out of the current Social Security 
system would receive recognition bonds from 
the federal government that would pay them 
a proportion of future Social Security benefits 
equal to the proportion of lifetime taxes they 
had already paid. Third, benefits promised 
to current retirees would be paid in full. 

The second proposal in the series is 
"Social Security Privatization: One Proposal" 
(Social Security Paper no. 9) by David Altig 
and Jagadeesh Gokhale of the Federal 
Reserve Bank of Cleveland. The Altig and 
Gokhale proposal would allow workers to 
divert up to 46 percent of their payroll taxes 
to private accounts. Those entering the 
private system would be responsible for using 
a portion of their returns to purchase private 
life and disability insurance and would 
receive no benefits based on past payroll 
taxes paid. The government would issue new 
debt to help finance the transition, but no 
new taxes would be levied. 

+ Big Business Fleeces the Taxpayer 
When Bill Clinton campaigned for the White 
House he promised to "end welfare as we 
know it." But according to a new Cato 
paper, "Federal Aid to Dependent 
Corporations: Clinton and Congress Fail to 
Eliminate Business Subsidies" (Cato Briefing 
Paper no. 28), he has done much to 
perpetuate welfare programs for business. 
Dean Stansel and Stephen Moore, fiscal 
policy ana lyst and director of fiscal policy 
studies at the Cato Institute, examine the 
funding levels for 55 of the most eas ily 
identifiable corporate subsidy programs in 
the federal budget. They find that in 1996 
Congress increased spend ing for those 
programs by 1.3 percent and that, in this 
year's budget request, the president has called 
for further increases. Stansel and Moore 
argue that most corporate welfare programs 
benefit one of four industries-agriculture, 
exports, high technology, and energy-and 
that if those subsidies were eliminated, the 
budget deficit could be cut in half. • 
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+Stop me before I legislate again 
The cost of the unleavened bread (mat

zoh], a staple at Jewish tables during the 
eight-day holiday that begins Monday 
night, mysteriously begins to rise this !irue 
of year. Prices vary so much throughout 
the country that a Florida congressman, 
Rep. Robert Wexler (D), has asked for an 
investigation. 

Florida Attorney General Bob Butter
worth has subpoenaed records from two 
manufacturers and seven distributors . ... 

One of Wexler's constituents, Sylvia Con
fino of Boca Raton, sued two major man
ufacturers Tuesday . . .. 

"We think the manufacturers are taking 
advantage of people who have no choice. 
They have to eat matzoh ... ," said Paul 
]. Geller, Contino's lawyer. 

- Washington Post, Apr. 18, 1997 

+Government programs backfire. Who 
knew? 
Program to cut drug use may do oppo
site/Schools' widespread DARE effort 
gets harsh criticism in U.S. report 

- Headline in the Chicago Tribune, 
Apr. 16, 1997 

+How about free enterprise? 
"If [the ex-military officers selected by 

the federally appointed board of trustees to 
run the District of Columbia schools] don't 
succeed, I don't know where we go next," 
says Mary Levy, a longtime school-activist 
lawyer. "We have tried democracy, and now 
it is dictatorship. If dictatorship doesn't 
work, then what?" 

- Washington Post Magazine, 
May 11,1997 

CATO POLICY REPORT 
1000 Massachusetts Ave., N .W. 
Washington, D.C. 20001 

ADDRESS CORRECTION REQUESTED 

"To Be Governed ... " 

+Lessons Gore and Gingrich should have 
learned 

Communist Party chief and President 
Jiang Zemin ... suggested that overtaxed 
farmers would not bother to work . .. . 

Newspapers have raised the problem of 
peasants refusing to work their land when 
confronted by high tax demands . ... 

"Lightening the peasants' burden is a 
political issue," the Farmers' Daily wrote 
last year. 

- Asia Times, May 13, 1997 

+Chateau Lafite 1959, $100 billion 
A new report from the US Office of 

Naval Intelligence (ONI) suggests that 
imported French wine is just one of sev
eral commodities requiring the global mar
itime security environment offered by US 
Navy protection. 

"Imagine an America without imports 
like Sony, Honda, Mercedes, French 
wine ... , " the ONI said in its report, 'World 
Wide Maritime Challenges, 1997' .... 

"Maritime trade and global maritime 
security are the 'enablers' that make it hap
pen." 

- jane's Defence Weekly, 
May 21, 1997 

+Hey, kids, get hooked on welfare, not on 
drugs! 
Free Food, Free Gifts 

Sign up as a new client- or bring a 
friend to [the Women, Infants, and Chil
dren program] and both of yo u will 
receive a small incentive gift- plus get 
your name put in a weekly raffle for a 
larger prize!! 

From March 1 to April 30, 1997 the 

avajo arion WIC Program will be con
ducting a campaign to increase caseload .... 

Navajo WIC serves all people-not just 
Navajos. 

- Flier distributed in ew Mexico, 
Spring 1997 

+Is there an economist in the house? 
You are cordially invited to attend a lecture 
on "Managing the Economy Intelligently" 
featuring [Sen.] Robert F. Bennett. 

- Heritage Foundation invitation, 
May 1997 

+The sun never sets on the American 
milital)' 

U.S. Army deployments around the globe 
reached the 100-country mark this week 
for the first time in history. 

Army officials noted the milestone yes
terday .. .. 

Last year at this time U.S. soldiers were 
deployed in about 80 countries. 

- Washington Post, May 24, 1997 

+Where's Clinton's inaugural address? 
Browsing the White House Web site, we 

come across the "White House Virtual 
Library." It advises that "you can also browse 
some historic national documents," obvi
ously those of utmost importance to all 
Americans. They've got the full texts for 
apparently the four most important his
torical documents: 

• The Declaration of Independence. 
• The Constitution. 
• The North American Free Trade 

Agreement. 
• The General Agreement on Tariffs 

and Trade. 
- Washington Post, May 30, 1997 
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