
Why Government Fails and Why Ideas Matter
n a famous Sidney Harris cartoon, a
senior professor reviews a long and
complicated mathematical proof
that a younger colleague has written
on a chalkboard.  Pointing calmly at

part of the proof, the elder scholar tells the
younger “I think you should be more explicit
here in step two”—a step that appears on
the chalkboard as “Then a miracle occurs.”

This witty depiction of an unscientific
means of reaching a conclusion sadly describes
an actual step in the reasoning of far too
many people who call for government inter-
vention.  People identify a problem in reality
and then demonstrate how that problem
can be “solved” by government.  But far too
many such demonstrations feature a “then
a miracle occurs” step.  This step is the
assumption that politicians and other gov-
ernment agents are superhuman—that when
they are elected or appointed to political
office, they are miraculously transformed
into beings consistently more altruistic,
knowledgeable, and wise than are business
executives, consumers, and other people
who operate only in the private sector.

Of course, in many cases the problems

identified are imaginary (such as the alleged
stagnation of middle-class Americans’ 
incomes since the mid 1970s).  And even
when the problems are real, the means
proposed to solve these problems will often
fail even in theory (such as when government
tries to revive a slumping economy with
deficit spending).  But even when the prob-
lems are genuine and the proposed means
of addressing the problems can in principle
succeed, proponents of intervention seldom

pause to consider the realities of politics and
how these realities typically make it unlikely
that interventions that succeed on a chalk-
board will do so in the real world.  The result
is consistent failure of government to live up,
not only to its frequent billing as a uniquely
proficient and transformative agent for 
the good, but to live up even to the lower
standards of performance that most people
expect of free markets.

BY DONALD J. BOUDREAUX

Continued on page 6

In Halbig v. Burwell, the D.C. Circuit Court ruled that that the current administration is violating
the law by spending tens of billions of dollars to encourage people to enroll in Obamacare. That
same day, however, the Fourth Circuit held in King v. Burwell that the administration was acting in
concert with the law. At a Capitol Hill Briefing in August, MICHAELCANNON(at podium) of the
Cato Institute and JONATHANADLERof Case Western Reserve University Law School—two schol-
ars who laid the groundwork for these cases—explained their implications for the nation at large.

I
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economics at George Mason University and formerly
the chairman of the economics department. He was
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PRES IDENT ’ S  MES SAGE

BY JOHN A. ALLISON

“The Cato 
brand has been
rising. We have
maintained a
reputation for
objectivity in 
a politically
charged 

environment.

s we approach the end of the year, it is
appropriate to give you an update on Cato.
Fortunately, Cato is doing very well and has
positive momentum on all fronts, although

there are always opportunities for improvement.  
Commentators on both the left and the right are dis-

cussing the “libertarian moment.”  While it’s obvious we
do not have the current president’s ear, libertarian ideas
are being taken very seriously, in part as the result of 37
years of Cato scholarship.  There is a rapidly rising liber-
tarian student movement where Cato has played a critical
role in training future student leaders and providing the
intellectual ammunition for students to challenge their
left-leaning professors.  
The Cato brand has also been rising.  As a number of

our fellow think tanks have become visibly politically par-
tisan, we have maintained a reputation for objectivity in a
politically charged environment. Of course, since we have
plenty of disagreements with both Republicans and
Democrats, this is relatively simple to do.  
Cato’s financial position is strong, with our second 

year of significant increases in contributions. Thank you!
However, our budget is tiny compared to the billions of
dollars in resources controlled by the statists.  We have
many opportunities to use additional funding to produc-
tively communicate the libertarian message.  As we
approach the end of the year, I hope you will put Cato
high on your list for financial support so we can maintain
and accelerate the libertarian momentum.  
The list of Cato’s recent accomplishments is impres-

sive.  Largely because of a great effort by Cato’s Michael
Cannon, the court battle to undo Obamacare continues,
with two recent victories in an uphill fight. Cato’s
Constitutional Studies team’s record was 10–1 for ami-
cus briefs filed at the Supreme Court this past session
and 15–3 for the previous session.  This is the result of
over 30 years of effort to persuade the Court to limit
Congress to its constitutionally enumerated powers.
Since 1999 Cato has been discussing the danger of

police militarization. Finally, the public is becoming
aware of this issue and its threat to innocent citizens
(bring back Barney Fife).  The Herbert A. Stiefel Center
for Trade Policy Studies has started an invitational dinner
program for business and government leaders to discuss
trade liberalization and its many benefits.  Participants
have included Eric Schmidt, executive chairman of
Google; Russ Girling, president and CEO of
TransCanada Corporation; Greg Page, executive chair-
man of Cargill; and former U.S. trade representative
Susan Schwab.

Harvard’s Jeff Miron, who has joined Cato as director 
of economic studies, has commissioned a series of eco-
nomic briefs from top scholars.  The scholars are typically
not libertarian, but their research supports libertarian 
policy positions.  The willingness of these high-level schol-
ars to publish under the Cato brand is very encouraging.  
We also took our ideas into the world’s hot spots this

year: we cosponsored a conference in Ukraine with approx-
imately 500 policymakers, businessmen, and journalists, as
well as a student conference for freedom in Venezuela.  
In the 12 months ending in August, Cato’s scholars

were mentioned in 5,622 news stories, published 849 op-
eds, and made 442 major broadcast appearances. We
published approximately 100 academically credible arti-
cles; held 30 conferences, 38 policy forums, 41 book
forums, and 14 Capitol Hill briefings; and testified 18
times before congressional committees. Over 1,300 stu-
dents participated in various Cato educational programs
and our scholars made many presentations to student
organizations such as Students for Liberty, Young
Americans for Liberty, and the Federalist Society.
We just launched the Cato Center for Monetary and

Financial Alternatives, which is the first serious challenge
to the Federal Reserve in its 100-year history.  The quality
of scholars and business leaders who have agreed to par-
ticipate is extraordinary and reflects the increasing con-
cern by even mainstream economists about both the
Fed’s monetary and regulatory policies.  
The Cato Center for the Study of Science is growing

rapidly to take on the increasingly politicized climate-
change movement.  Climate change is the religion of the
Progressives and as their models have continued to fail
they have become more irrational in defending their
detached-from-reality positions.  
We have launched a campaign to help independent

thinkers truly grasp that big government is failing across
the board.  We are in the process of hiring two civil-
liberties scholars to take on the NSA, the IRS, and the
many other agencies and policies (including the drug war)
that are a serious threat to your individual liberties.  
We are a voice of reason in an increasingly politicized

and irrational environment.  Cato is committed to creat-
ing a free and prosperous society based on the principles
of individual liberty, free markets, limited government,
and peace—a noble endeavor. Your support makes our
work possible.  

”

A
Progress Report on the Cato Institute



OUR BETTER ANGELS

I n a Sunday interview with the New York Times, the
world-renowned Harvard psychologist Steven Pinker

was asked what he would choose if he could require the
president to read one book. He selected The Remnants 
of War by Cato senior fellow John Mueller—a book,
Pinker added, that “explains how warfare has changed
over the course of history.”

Mueller makes the case that war is “merely an idea,”
one that “has been grafted onto human existence. . .
And it seems to me that the institution is in pro-
nounced decline, abandoned as attitudes toward it 
have changed, roughly following the pattern by which
the ancient and formidable institution of slavery
became discredited and then mostly obsolete.”

GOVERNMENT DATA FLOWS

W hile there is quite a bit of public-sector informa-
tion online, it is often buried in unusable for-

mats and archaic practices. In order to offer more infor-
mation about the government’s deliberations, Cato’s
Deepbills project gathers detailed, accessible versions 
of legislation, annotating them in order to make key 
elements of their content easily readable by computer.

As of August, Cato’s data is being used by Cornell
Law’s Legal Information Institute, helping to inform 
its 26 million yearly visitors about what Congress is
doing. The New York Times also employs the Institute’s
Deepbills data to flesh out information about legislation
that it publishes on its website. “The path to liberty
goes through transparency,” Cato senior fellow Jim
Harper says, “and transparency is breaking out all over!”

THE POWER OF PRINCIPLE

I n the Deseret News in September, Drew Clark, former
opinion editor of the paper, wrote an op-ed on the

importance of “principles that are both well-articulated
and well-accepted by the people” of a representative
democracy. Having attended Cato’s 13th Annual
Constitution Day, he praised the Institute for its unwa-
vering defense of the country’s philosophical foundation.

“Unlike some institutions in Washington, Cato
doesn’t particularly care about brokering political 
compromises,” he wrote. “And therein lies its power: 
It consistently preaches a principle-based approach 
to the Constitution.”

CATO NEWS NOTES

A s the noted social critic H. L. Mencken once declared, “The
whole aim of practical politics is to keep the populace alarmed
(and hence clamorous to be led to safety) by menacing it with
an endless series of hobgoblins, most of them imaginary.”

In A Dangerous World? Threat Perception and U.S. National Security, a new
book edited by Christopher A. Preble and John Mueller of the Cato Insti-
tute, a number of scholars ask to what degree the United States is threatened,
examining not only the multiplicity of supposed dangers, but also the wis-
dom or folly behind the measures that have been proposed to deal with them.

Paul Pillar, a visiting professor at Georgetown University’s Center for
Security Studies, observes that “substate”
threats—from terrorism to crime—pale in
comparison to traditional threats posed
by states. He urges readers to reexamine
their preconceived notions of what is
required to keep the United States both
safe and free. Noting a disconnect
between the severity of threats and how
much alarm they generate, he voices dis-
may at the tendency to identify monsters
abroad and “conceive of America’s place in
the world largely as one of confrontation
against them.” In the end, he cautions that
the capacity of the United States to curb

substate conflict is usually very limited. In fact, intervention itself can be
counterproductive.

Eugene Gholz, associate professor of political science at the University of
Texas at Austin, explores the economic effects of warfare. Although war itself
has many highly undesirable effects, he finds that overseas tensions do not nec-
essarily harm the U.S. economy. Daniel Drezner, professor of international pol-
itics at Tufts University, finds some merit in the global public good provided by
overwhelming U.S. primacy. However, it is not obvious that military power is
the primary driver of the benefit, while sustaining it comes at great cost.

Other contributors include Peter Andreas of Brown University on
“Transnational Crime as a Security Threat,” Martin Libicki of the RAND
Corporation on “Dealing with Cyberattacks,” and Mark G. Stewart of the
University of Newcastle on “Climate Change and National Security.”

Although the world will never be free from dangers, we should aspire to
understand them clearly. By chipping away at the common perception that
the world is getting more dangerous each day, the contributors to this volume
attempt to tame the tendency to overreact.

VISIT WWW.CATO.ORG/STORE OR CALL 800-767-1241TO GET YOUR COPY 
OF A DANGEROUS WORLD?TODAY; $14.95PAPERBACK.

A new book on threat perception

Is the World More
Dangerous?
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C A T O E V E N T S

W ith the creation of the Consumer Financial Protection Bureau, there is perhaps no better time to consider a seemingly simple
question: Why do people borrow? At a Cato Book Forum for Consumer Credit and the American Economy, coauthor and Cato

adjunct scholar TODDZYWICKI (at podium) examined the economics, behavioral science, sociology, history, law, and regulation of credit
in the United States. The panel featured other leading experts in financial regulation, including (from left) MARKCALABRIAof the Cato
Institute, ANTHONYYEZERof George Washington University, and HEIDI SCHOONERof Catholic University.

A t a Cato Policy Forum in August, a panel of leading political scientists—
including (from left) ADAM BERINSKY of the Massachusetts Institute of

Technology,TREVOR THRALL of George Mason University, JUSTIN LOGAN of the
Cato Institute, and JOHNMUELLER of Cato and Ohio State University—examined
the leading causes of public support for war.

A t Cato, CHEYECALVO, the mayor
of Berwyn Heights, Maryland, dis-

cussed the troubling trend toward police
militarization, as well as his own experi-
ence on the receiving end of a botched
no-knock raid on his home.
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T HOMASE. HALL, professor of economics at Miami University, noted that the law of unintended consequences has taken on
increasing importance in an era of ever-expanding government. At a forum for his Cato Institute book Aftermath, Hall

explored the unforeseen side effects of four important public policies: cigarette taxes, alcohol prohibition, the minimum wage, and
the federal income tax. Along with the rest of the panel—which included (from left) PATRICKMCLAUGHLIN of the Mercatus
Center and JOHNSAMPLES and JASONKUZNICKI of Cato—Hall offered one overarching message: be careful what you wish for.

M otivated by the world’s third-highest corporate tax rate, several American
companies are engaging in cross-border mergers to find tax jurisdictions

with better policies. At a Capitol Hill briefing in August, the Institute brought
together several experts—including (from left) Cato’s DANMITCHELL, DAVID
BURTON of the Heritage Foundation, and IKE BRANNON of Capital Policy
Analytics—to discuss appropriate policy responses to corporate inversions.

A t a Cato Forum for his book
Fragile by Design, CHARLES

CALOMIRIS of Columbia Business
School argues that the well-being of a
banking sector depends on the ability of
political institutions to limit rent-seeking
by populist groups.
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CONCENTRATED BENEFITS, 
DIFFUSE COSTS

The chief scholarly response to this naiveté
about politics is Public Choice economics.
Starting in the 1950s, my late Nobel laureate
colleague James Buchanan, along with my
emeritus colleague Gordon Tullock, insisted
that any formula for government intervention
that ignores political realities is unscientific.
In effect, Buchanan and Tullock together
were like the senior professor who, evaluating
colleagues’ elaborate proofs of the efficacy of
government intervention, identified an
illegitimate assumption.  Just as no natural
scientist can reach a legitimate conclusion by
assuming that a miracle occurs to transform
physical substances or quantitative values into
something that they are not, no social scientist
can reach a legitimate conclusion about public
policy by assuming that election or appoint-
ment to government office miraculously trans-
forms human beings into saints with super-
human knowledge.

Unlike in the cartoon, of course, those
who “prove” that government can successfully
intervene into the economy never explicitly
write “then a miracle occurs.”  Instead, the
assumption of the miraculous transformation
of human nature is slipped into the proof
silently, even unknowingly.

Yet sensible people need not be expert
in formal economics or political science to
detect that something is seriously wrong
with typical explanations of how government
will fix this or that problem.  All that people
need do is to observe with their minds free
of romantic notions about the power and
motives of democratically elected politicians.
These observers will see many political phe-
nomena that are plausibly explained only on
the assumption that government officials
aim self-interestedly to promote their own
well being—especially by maximizing their
tenure in office—rather than aim altruistically
to enhance the public welfare. 

Consider the U.S. sugar program.  For 80

years now, since the passage of the 1934 Jones-
Costigan Act, Uncle Sam has used production
quotas, import quotas, high tariffs, and loan
guarantees to ensure that American consumers
pay higher prices for sugar and sugar sub-
stitutes, such as corn syrup.  Economist Mark
Perry estimates that, in 2012 (a typical year),
the sugar program artificially raised the total
amount that American consumers paid for
sugar by about $2.9 billion.  Why would a
government of the People, by the People,
and for the People impose such unnecessary
costs on the People?

The answer is that government officials—
including those chosen democratically—
often best promote their own interests by
securing favors for special-interest groups
at the expense of the general public.  While
the number of Americans who consume
sugar is roughly 314 million, only about 4,700
farms in the U.S. produce sugar.  This fact
means that in 2012 the sugar program cost
each American about $9.24—or about $24
for the typical American household.  But the
sugar program raised each sugar grower’s
revenues in 2012 by, on average, a whopping
$617,000.

Put yourself, first, in the place of a typical
consumer.  How much effort will you exert
to end the sugar program?  Very little, if any.
You mightbe sincerely upset that this program
lightens your wallet each year by $10, give or
take a few cents, but because the cost to you
is so small, you won’t go to great lengths to

register your opposition.  You might send
an email to your representative or write a let-
ter-to-the-editor to demand that this program
be ended.  But you probably will not do even
this much, because you understand that such
individual small exertions have zero chance
of changing public policy.  And most don’t
know the details of the sugar program to
begin with, so they remain silent.

Of course, what’s true for you is true for
nearly all other Americans.  The only excep-
tions are sugar growers.  Now put yourself
in the place of one of them and suppose that
you catch wind that Congress is thinking of
ending the sugar program.  How much effort
will you exert to save this program?  A lot.

If you’re a typical sugar grower, this program
adds to your annual revenues several hundreds
of thousands of dollars—the stream of which
over time is today worth millions of dollars
to you.  So if you sense that the threat to the
program is real, you’ll spend millions of dollars,
if you must, to protect the program.  Likewise
for each of your fellow sugar farmers.

The end result is that Congress hears only
from sugar growers and not from sugar con-
sumers.  Those who benefit from the program
vigorously defend it; those who pay the cost
of the program remain silent.  This reality
impresses upon each member of Congress
that a vote against the program creates a real
risk of significant opposition to his or her
reelection bid.  Sugar growers will actively
express their hostility to votes against their
interests while sugar consumers are silent
and invisible, acting as if they don’t care one
way or the other about the program.

POLITICS WITHOUT ROMANCE
This account of the politics of the U.S.

sugar program is an example of the most
familiar Public Choice theory of political out-
comes—namely, the special-interest-group effect.
This theory predicts that when the costs of
a government program are spread across the
population differently than are the benefits—
for example, when the costs are diffused by
being spread widely while the benefits are

Government 
officials—including
those chosen demo-
cratically—often 
best promote their 
own interests by

securing favors for 
special-interest groups
at the expense of the

general public.

”

Continued from page 1 “
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concentrated on relatively small numbers 
of people—a bias infects political decision-
making.  Government officials typically serve
the interests of concentrated groups at the
expense of dispersed groups.

Two other major Public Choice insights
are closely connected to the theory of spe-
cial-interest groups.  One is rational ignorance.
Because you understand that your vote will
not determine the outcome of any election,
you have no incentive to become as informed
about the issues at stake as you would if you
sincerely believed that your vote would deter-
mine the outcome.  Why spend your precious
time and energy to become informed about
the candidates and the issues if practically
you can do nothing to determine which can-
didate wins?  Far better for you to spend that
time and energy on matters that you can
control, such as improving your job skills or
helping your kids with their homework.

In short, you remain ignorant—for perfectly
rational reasons—about politics and public
policy.  And so, too, do nearly all other voters.
In contrast to voters, though, are the spe-
cial-interest groups.  Members of these groups
have powerful incentives to stay informed
about what’s happening with the programs
that significantly affect them.  For example,
while the great majority of Americans are
rationally ignorant of the U.S. sugar program,
all sugar farmers remain up-to-date on its
details.  This reality means that policies chosen
by government are unlikely to be ones that
the People would choose, or even tolerate,
if they were better informed.

The second major Public Choice insight
connected with the special-interest-group
effect is rent-seeking. Sugar farmers, steel
executives, heads of too-big-to-fail banks,
and other recipients of special privileges
from government don’t actually spend a
great deal of their own personal time pressing
the flesh in Washington.  They aren’t spe-
cialized experts at pleading for political
favors.  Instead, they pool their funds to
hire such specialized experts—experts known
as lobbyists.  These political insiders are

ambitious, highly educated, and talented
professionals who work full time at the task
seeking special favors—what economists
call “rents”—for their clients.  And, of course,
for their clients the use of the time and
talents of professional lobbyists is worthwhile
because it increases these clients’ wealth.

For society at large, however, rent-seeking
activities are wasteful.  The reason is that
lobbyists spend their time pleading for gov-
ernment to transfer slices of the economic 
pie from the general population to their 
clients—an activity that, at best, does nothing
to enlarge the pie.  But if government were
unquestionably not in the business of dis-
pensing interest-group favors, no one would
pay talented professionals to seek such favors.
The talented professionals who now work as
lobbyists would, instead, be obliged to work
at tasks that increase the size of the pie.

AN INCONVENIENCE STORE 
Public Choice scholars also warn of

problems caused by the “bundling effect.”
The nature of this effect is best introduced
with an example from everyday life: shopping
at a supermarket.

Imagine if we were to choose groceries in
the same way that we choose government
policies.  Rather than you filling your grocery
carts with items that you want, and leaving
out of your cart all items that you don’t want,
you would instead be presented with, say,
two different pre-filled grocery carts.  The

supermarket manager would allow you to
inspect carts A and B, but not allow you to
add items to any cart, to remove items from
any cart, or to transfer items between carts.

Let’s say that cart A has the wine and
yogurt that you want, but has also diapers
and dog food that you do not want.  And cart
A does notcontain the breakfast cereal that
you’d like.  Cart B, in contrast, has neither
diapers nor dog food, and it does have your
favorite cereal, but it does nothave the wine
or the yogurt.  Clearly, neither cart satisfies
your preferences as well as those preferences
would be satisfied if you got to choose which
items to include, and which to exclude, from
the cart of groceries that you buy.

Still, if you want groceries, you must choose
either cart A or cart B.  If you choose cart A,
outside observers—including the supermarket
manager—can know only that you prefer the
bundle of groceries in cart A to the bundle in
cart B.  Outside observers, seeing you choose
cart A, cannot know that you chose that cart
despite its offering of diapers and dog food
rather than because of that offering.

The situation is exactly the same when
voters cast ballots for their preferred can-
didates because each candidate for political
office is a bundle of positions on each of the
many issues within government’s purview.
Anyone who runs, for example, for the U.S.
presidency today will have a position on
health care policy, foreign policy, trade policy,
the desirability of carbon taxes, and on and
on.  The list is as long as is the range and reach
of government’s power.

So when a voter casts her ballot for Smith
rather than for Jones, she necessarily casts
her ballot only for the bundleof positions that
she believes Jones takes.  She cannot, when
choosing between Smith and Jones, vote for
Jones’s position on, say, tax policy without
also voting for Jones’s position on education
funding.  Even if this voter prefers Smith’s
position on education funding, she cannot
vote for that policy if she casts her ballot for
Jones. If Jones wins the election, therefore,
the most that we can conclude is that a majority

Lobbyists spend 
their time pleading 
for government to
transfer slices of the 
economic pie from 

the general population
to their clients—an
activity that, at best,

does nothing to 
enlarge the pie.
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of voters prefer the bundle of positions taken
by Jones to the bundle of positions taken by
Smith.  We can say nothing about the majority’s
preferences for any individual policy.

This reality creates an information deficiency
for elected officials.  Successful candidates
for office never know for sure just why they
won (or why their opponents lost).  Did Jones
defeat Smith because of Jones’s position on
education funding or despite his position on
this matter?  No one really knows.  Exit polling
and other sources of information can help to
reveal better knowledge of voters’ preferences,
but these sources are highly imperfect.  So
each victorious candidate naturally assumes
that the majority of voters approves of the
positions that he took on all of the issues.
The result is that even candidates who win
elections by large majorities inevitably wind
up, when in office, pressing for at least a handful
of policies that most of those candidates’ own
supporters likely find objectionable.

IDEAS STILL MATTER 
The narrow material interests of voters,

interest groups, and government officials play
the leading role in Public Choice theory.
Emphasizing the reality and consequences
of such interests is necessary in light of the
romantic notions that many people still have
about democratic government.  (It remains,
after all, a commonplace to call politicians
and government employees “public servants”—
a term never used to describe the likes of
stockbrokers or Walmart store managers,
despite the fact that such private-sector agents
clearly serve the public.)

Yet Public Choice scholars recognize that
motives other than narrow material interests
play a role in politics.  People’s political
behaviors are affected also by their norms,
beliefs, and ideologies. This fact is a cause
for both concern and optimism.

In private markets, each person who ignores
the preferences of buyers or sellers in order
to indulge his or her personal ideological
interests pays the cost of doing so.  For instance,
a racist restaurateur who refuses to serve

African-Americans forgoes the profits he
would earn from such customers.  As a result,
markets naturally temper ideological actions
that are inconsistent with sellers’ efforts to
earn profits or with buyers’ efforts to stretch
their spending power as far a possible.

Matters differ in politics, for two reasons.
First, most political decisions are about how
to spend otherpeople’s money or resources;
and second, no voter truly expects that his
or her vote will determine the outcome of
any election.  Each of these realities means
that the bulk of the consequences of every
individual political decision falls on people
other than the decisionmaker.

Consider a citizen in a voting booth.  We’ve
already seen one reason why he’ll cast an unin-
formed vote—namely, because he knows that
his vote won’t determine the outcome of the
election, the benefit to him of becoming ade-
quately informed is very small.  A second,
related reason is that he stands to capture
only an infinitesimally small share of benefits
of casting an informed vote, and to suffer
only an infinitesimally small share of the costs
of casting an uninformed vote.  Because
becoming informed is costly, each voter
remains rationally ignorant of the detailed
facts and issues at play in any election.

Although this rational ignorance initially
appears to be an unambiguous cause for
despair about the prospects of any good ever
coming from politics, it isn’t necessarily so.
Precisely because each voter, as such, has no
material interest that will be affected by how

he, as an individual voter, casts his ballot, he
has free rein to vote ideologically—to vote
his conscience, if you will.  For example, a
steelworker in Pittsburgh who supports free
trade can safely vote against the candidate
who promises higher tariffs on steel imports.
Because this steelworker has no hope of
determining the election’s outcome, it costs
him nothing to express in the voting booth
his ideological preference for free trade, even
though his material interest would be better
served by the protectionist candidate.

The upshot is that democratic outcomes
are not destined to be determined strictly by
special-interest-group politics and other col-
lective-decisionmaking imperfections.  Ulti-
mately, voters’ ideasabout the proper role of
government matter a great deal. 

If the public believes that a large and dis-
cretionary government will generally intervene
productively, then the result will be a large,
discretionary government that intervenes.
And special-interest groups will then get
“cleared” by uninformed and pro-government
voters to then determine the actual details
of government’s activities.  Basic Public
Choice economics predicts that these details
will be ugly.

If instead, however, the public is skeptical
of the power of government to do good, then
that ideology of limited government will be
expressed in voting booths.  That expression
will, in turn, keep predatory rent-seeking and
government failure to a minimum.

So ideas do indeed matter.  They matter
greatly, far more than do the identities, party
affiliations, or campaign slogans of whatever
crop of candidates has most recently been
elected to office.  Changing the world can be
done only by changing prevalent ideas (a task,
I add, that has long been at the forefront of
the Cato Institute’s agenda).  And one set of
ideas that, were it to become more prevalent,
would surely change the world for the better,
is the set of ideas known as Public Choice.
Knowledge of Public Choice destroys the
romantic myth that government is some sort
of miracle worker.n

Ideas do indeed 
matter. They matter
greatly, far more than
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Next month the curtain rises on
the 10th term of the Roberts
Court. From the beginning,

Chief Justice Roberts has been explicit about
wanting to foster greater consensus on the
Court. It’s often suggested that the Court’s
legitimacy would be enhanced by fewer five-
four rulings along the usual conservative-
liberal fault line. In his confirmation-hearing
testimony, and more fully in his first major
public address, Roberts articulated his view
that although differences among the Justices
should not be “artificially suppressed,” a
greater degree of consensus in the Court’s
decisions would bring “clear [jurisprudential]
benefits.” He explained that unanimous or
near-unanimous decisions “promote clarity
and guidance for the lawyers and for the lower
courts trying to figure out what the Supreme
Court meant.” More fundamentally, he said,
“[t]he rule of law is strengthened when there
is greater coherence and agreement about
what the law is.” And he famously set for him-
self this guiding principle: “If it is not neces-
sary to decide more to dispose of a case, in my
view it is necessary not to decide more. The
broader the agreement among the justices,
the more likely it is that the decision is on the
narrowest possible ground.”

Much of the early commentary about the

Court’s last term focused on the significant
increase in the number of unanimous judg-
ments. For the first time since the 1940s,
almost two-thirds of the Court’s merits opin-
ions were unanimous on the bottom line, if
not necessarily in their reasoning. This is gen-
erally thought to be a striking and welcome
development. In some key respects it is,
although it’s important to note that a signifi-
cant part of the Court’s docket each term
consists of technical statutory or procedural
issues that do not engage the philosophical
differences among the Justices. Still, the
uptick in bottom-line agreement is remark-
able, especially in cases raising difficult con-
stitutional questions. In this category the
Court achieved this greater degree of con-
sensus—if that’s what it is—for the most part
by following the Chief’s maxim about nar-
row decisions, applying one technique or
another of judicial minimalism. This dynam-
ic will undoubtedly fuel the ongoing debate
about whether the Roberts Court is com-
mitted to minimalism and, if so, whether
that’s a good thing.

I should probably begin by defining these
terms. Modern judicial minimalism as a dis-
tinctive theory of decisionmaking is usually
credited to Professor Cass Sunstein of
Harvard Law School, who coined the term

and is the leading academic proponent of this
approach to judging. Sunstein proposes that
judges should generally avoid broad rules and
abstract theories and attempt to focus their
attention only on what is necessary to resolve
particular disputes. He advocates a practice
of saying no more than necessary to justify an
outcome and leaving as much as possible
undecided. Minimalist judging of the
Sunstein variant proceeds along two dimen-
sions. First, judicial opinions should be nar-
row rather than wide, deciding the case at
hand while avoiding pronouncing rules for
resolving future cases. Second, judicial opin-
ions should be shallow rather than deep,
avoiding large theoretical controversies and
issues of basic principle. Judicial opinions
should rely instead on incompletely theorized
agreements that enable judges with diverse
philosophical commitments to join in bot-
tom-line judgments, leaving the more funda-
mental questions of principle undecided.

Modern minimalism is justified primarily
on pragmatic grounds. Minimalist decision
methods—so the argument goes—account for
the limitations on judicial competence and in
particular the limits on the judge’s ability to
accurately assess the consequences of a deci-
sion one way or the other. Narrow, shallow
decisions reduce the risk and cost of error.
Minimalist decisions are also said to be more
pluralistic, demonstrating respect for diverse
perspectives by leaving fundamental matters
of principle unaddressed. Minimalism recom-
mends itself for other reasons, too. It claims to
promote stability and predictability, to main-
tain flexibility for future courts, and to
empower democratic deliberation by giving
political decisionmakers room to maneuver
and respond to constitutional questions left
open by the Supreme Court.

On the surface, the theory sounds like it’s
limited to process values, but it’s not.
Substantively, minimalism starts from a pre-
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Originalism v. Minimalism
O n September 17, 1787, the delegates to the Constitutional Convention

gathered in Philadelphia’s Independence Hall to sign the newly drafted
U.S. Constitution. Every year, to celebrate that momentous date in liber-

ty’s history, the Cato Institute hosts a daylong conference. At the 13th Annual
Constitution Day event this year, the Hon. Diane Sykes—a federal judge on the U.S.
Court of Appeals for the Seventh Circuit and a former justice of the Wisconsin
Supreme Court—delivered the B. Kenneth Simon Lecture on Constitutional
Thought. In her address, excerpted below, Judge Sykes examined the pitfalls of 
modern-day minimalism, a legal approach that emphasizes decisions that are both
narrow and shallow. She argued instead that constitutional interpretation should
remain anchored in the original meaning of the Constitution’s text, which is the source
of the Court’s authority and legitimacy.
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sumption of deference to the political
branches. It self-consciously avoids invalidat-
ing acts of the legislative and executive
branches either by upholding them on the
merits or by using various techniques for
avoiding constitutional questions. The point
of defaulting to deference is to recognize the
limited role of the federal judiciary and to
make a large space for democratic self-gov-
ernment. Minimalism also advocates a strong
version of stare decisis; consistent adherence to
precedent promotes stability and predictabil-
ity, thereby preserving the Court’s institu-
tional interests. On a more philosophical
level, modern minimalism promotes itself as a
hedge against judicial supremacy. It calls on
judges to go slowly and in small steps. 

The emphasis on incrementalism and
gradualism evokes the philosophy of
Edmund Burke, who viewed governance as a
practical endeavor guided by experience and
was skeptical of grand political theories.
Burke counseled deference to long-settled
practices and traditions tested by experi-
ence and the collective wisdom of society
accumulated over generations. He held the
common law in high regard.

Of course, the Founding generation
didn’t need a theory of judicial minimalism.
The common-law tradition, as it was under-
stood and practiced at the time, was itself
essentially minimalist, and important mini-
malist features are embedded in our consti-
tutional design. The common law as applied
in the courts of the new American states was
based on English customary law and in the
Blackstonian tradition was found, not made. 

The philosophical terrain was also different
than it is now. The Framers inherited a strong
natural-rights tradition, but they also under-
stood that because natural-rights principles
are quite general—today we would say “under-
determined”—the judges of the new federal
judiciary, like their counterparts in the states,
would be called upon to exercise a substantial
element of judgment in individual cases. As a
constraint on that authority, Article III limits

the judicial power to cases or controversies
that are explicitly judicial in nature. The
Framers rejected a more active political role
for judicial review by deciding against a
Council of Revision. Beyond the constraining
effect of the case-or-controversy limitation,
the Framing generation generally understood
that federal judges would follow long-estab-
lished norms of judicial practice. They would
be bound by rules and precedents, to para-

phrase the Federalist no. 78. This was thought
to be a sufficient check against arbitrary deci-
sions based on will rather than judgment.

That was the “old” form of judicial mini-
malism; it was swept away by the legal realism
of the 20th century. The “new” judicial mini-
malism is a response to the realist idea that
appellate judges engage in discretionary law-
making when they decide cases, including and
especially cases of constitutional interpreta-
tion. If judges make constitutional law, then
we need some theory or method to guide
them in that enterprise.

Now, no one in this room needs to be
reminded of the normative constitutional the-
ories that have been in contention since the
New Deal, but I’ll remind you anyway because
it helps to place the new minimalism in its
proper historical perspective. The “living con-
stitution” school of thought held sway in the
decades that spanned the Warren Court and
the early years of the Burger Court. This evo-
lutionary approach authorized judges to inter-
pret the core principles of the Bill of Rights
and the Fourteenth Amendment in a way that
reflects contemporary values and allowed
them to adapt the Constitution’s broad lan-
guage to address modern conditions and prob-
lems. In practice this theory produced the
rights revolution of the 1950s and 60s, which
was aggressively interventionist in implement-
ing social, political, and legal reform by judicial
decree. The results were in some cases a virtue
and in others, well, not so much. But in all cases
the theory empowered the judiciary to deploy
the Constitution as a malleable instrument 
of social and legal change at the expense of the
democratic process.

The conservative counterrevolution
began in earnest in the 1980s and initially
focused on restoring the practice of restraint,
understood as judicial deference to the policy
choices and value judgments of the political
branches. In the early years, the primary con-
cern was to stand athwart the jurisprudence
of the Warren Court yelling, “Stop!” (apolo-
gies to William F. Buckley). But the emphasis
on restraint did not address how the
Constitution ought to be interpreted and
applied. That would come later, as originalism
was recovered, developed, and refined.

The animating principles of originalism
arise from the legal justification for judicial
review—the duty to decide cases according to
law, including the law of the Constitution.
Briefly stated, the basic theory is this: Because
our Constitution is written, unlike the British
constitution, and because it is supreme law
adopted by the people as the original sover-
eign that brought the American government

HON. DIANE SYKES

“A unifying theory 
of minimalism is 
both unworkable 

and unwise.”
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into being, constitutional interpretation
ought to be grounded in the public meaning
of the text as understood at the time of ratifi-
cation. On this view, constitutional adjudica-
tion begins with an inquiry into the meaning
and scope of the provision in question based
on the Constitution’s original meaning. 

Anchoring constitutional adjudication in
the document’s text, structure, and history is
thought to best legitimize the power of judi-
cial review. We all know Marbury v. Madison.
The judiciary’s authority to set aside an other-
wise valid law in the name of the Constitution
arises by inference from the judges’ duty to
apply the law in individual cases. Originalism
holds that the interpretive inquiry into the
law of the Constitution ought to be grounded
in, and tethered to, the principles fixed in its
text and structure.

Originalism first established a foothold in
the legal academy and eventually arrived at
the Supreme Court. Professor Sunstein’s
minimalism is a response to the rise of origi-
nalism and is meant to counter it. Minimalist
theory occupies some common ground 
with what has come to be known as judicial
pragmatism, which is a flexible approach 
to judging that focuses on the conse-
quences of judicial decisions. The aim of
pragmatism is to achieve good overall out-
comes, although its practitioners differ in
their account of what is a good outcome.
Minimalism and pragmatism are overlap-
ping theories of consequentialist judging.
Both mix law with politics. 

This brings me to my final point about
modern judicial minimalism: the theory is
flexible about when judges should proceed
minimally. It explicitly acknowledges that
not every case calls for a minimalist ruling. As
Sunstein puts it, “[t]he pragmatic founda-
tions of minimalism suggest that constitu-
tional law should not be insistently or dog-
matically minimalist.” In other words, there
are times and places in which minimalism is
rightly abandoned. There’s a nonexclusive,
multifactor test for determining when it’s

best to issue a minimalist decision and when
it’s best to go maximalist—but you probably
guessed that already. 

It should be clear from this discussion
that although minimalism is an approach to
judging, it’s not a theory of constitutional
interpretation. Unlike originalism, it’s not a
method for determining the meaning, scope,
and application of the Constitution or the
liberty guarantees in the Bill of Rights.
Instead, it’s a theory of deference. Judges
should defer to the political branches of gov-
ernment and to the decisions of prior
courts—except when they shouldn’t. It’s also

a theory of avoidance. Judges should not
make broad pronouncements on founda-
tional matters of constitutional principle—
except when they should. Got that?

As you’ve probably gathered, minimalism
can and has been criticized for offering no
genuine guidance to judges. As the philoso-
pher Tara Smith has noted, “the instruction
to the judiciary to ‘minimize your impact’ is
hollow.” Critics have also attacked minimal-
ism for privileging the doctrinal status quo.
Sai Prakash, a law professor at the University
of Virginia, has noted that whereas original-
ism privileges the original public meaning of
the Constitution, minimalism—because it is
precedent focused—tends to privilege the
views of the Warren and Burger Courts.
Other critics have argued that by promoting
shallow decisionmaking—especially in cases
involving broad constitutional principles like
free speech and equality—the theory permits
judges to smuggle in their own unstated and
unexamined ethical assumptions and prefer-

ences. And as I have already noted, the prag-
matic flexibility in minimalist theory pro-
vides no rule or standard for deciding when it
should apply and when it should not. 

For my part, I tend to side with the critics.
A unifying theory of minimalism is both
unworkable and unwise. The Article III con-
straints on the judicial power already enforce
a degree of minimalism, and all judges respect
and reason from precedent. We have well-
established doctrines to ensure that judges do
not unnecessarily decide constitutional ques-
tions, and the norm of analogical reasoning
has a natural constraining effect. In other
words, minimalism is inherent in standard
judicial method. We do not need a heavy the-
oretical thumb on the scales. What’s impor-
tant is how the traditional sources of law and
legal interpretation—text, history, canons of
interpretation, precedent, and other well-
established tools of the judicial craft—are pri-
oritized, weighted, and applied.

At a time of deep political polarization,
the modesty and consensus values claimed by
judicial minimalism seem especially attrac-
tive. Restraint is indeed a judicial virtue.
Judicial mistakes on constitutional questions
are extraordinarily difficult to fix. Arrogating
too much power to the judiciary distorts our
politics and undermines our ability to demo-
cratically shape and alter our basic legal,
social, and economic institutions. But strong
avoidance and deference doctrines are not
the answer. They may serve prudential or
political concerns, but they are not necessary
to enforce the separation of powers and
indeed may undermine that critical feature in
our constitutional design. The Court’s legiti-
macy arises from the source of its authority—
which is, of course, the Constitution—and is
best preserved by adhering to decision meth-
ods that neither expand, nor contract, but
legitimize the power of judicial review. The
Court’s primary duty, in short, is not to mini-
mize its role or avoid friction with the politi-
cal branches, but to try as best it can to get the
Constitution right.n

“The Court’s 
legitimacy arises 

from the source of 
its authority—which 

is, of course, the
Constitution.

”
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D espite certain predictable ideo-
logical divisions, the latest
Supreme Court term recorded
a level of agreement not seen

since the 1940s. Nearly two-thirds of the
Court’s decisions were unanimous, the high-
est percentage in seven decades. Neverthe-
less, the 2013–2014 term involved enough fric-
tion to provoke a day’s worth of discussion at
the Cato Institute’s Annual Constitution
Day Conference. This year marked the 13th
and, as always, it coincided with the release of
the new Cato Supreme Court Review.

The conference, “The Supreme Court:
Past and Prologue—A Look at the October
2013 and 2014 Terms,” featured leading legal
experts discussing the most pertinent cases of
the last term and what we can expect in the
near future from the Supreme Court.

Nadine Strossen, former president of the
American Civil Liberties Union and a profes-
sor at New York Law School, examined
McCutcheon v. FEC from her perspective as a
self-proclaimed “First Amendment abso-
lutist.” The case struck down aggregate con-
tribution limits to federal candidates and
committees, a decision that Strossen said has
been “incredibly maligned and misunder-
stood.” She continued, “Many of us believe
that [what] democracy is all about is that you
vote for a candidate and you give money to a
candidate because you want that person to
share and be responsive to your concerns.
That’s not corruption; that is democracy.”

With characteristic wit, P. J. O’Rourke,
America’s leading political satirist and an H.
L. Mencken research fellow at Cato, dis-
cussed an Ohio election law that makes it a
crime to lie about politicians. Joined by
O’Rourke, the Institute filed an amicus brief
in the resulting case—which, the humorist
said, reminded the Court of the importance
of “truthiness” in American civics, as well as
the role of satire and spin more broadly. Politi-
co called it “the most entertaining—if not the

greatest—legal brief in American history.”
Nicholas Quinn Rosenkranz, a professor

at Georgetown University Law Center and a
senior fellow at the Cato Institute, addressed
Bond v. United States—“that typical case of
federalism, adultery, and chemical weapons,”
as Review editor-in-chief Ilya Shapiro
described it. The case involved a defendant
being brought up, not on charges of assault,
but on violating the international chemical-
weapons treaty. This was the second time
the case has come before the Court and the
second time that the government’s position
lost unanimously. Rosenkranz’s scholarship
planted the seed for the case, which chal-
lenged the idea that the federal government
could gain extra powers—beyond those con-
stitutionally enumerated—according to a
duly ratified treaty.

The day closed with the annual B. Ken-
neth Simon Lecture, during which a distin-
guished legal scholar presents a paper that
will be included in the following year’s Cato

Supreme Court Review. This September,
the Hon. Diane Sykes—a federal judge on
the U.S. Court of Appeals for the Seventh
Circuit and a former justice of the Wiscon-
sin Supreme Court—criticized judicial
minimalism, a legal approach that avoids
broad rules and abstract theories. (See page
9.) Minimalism, she said, is both “unwork-
able and unwise.” “The Court’s legitimacy
arises from the source of its authority—
which is, of course, the Constitution—and
is best preserved by adhering to decision
methods that neither expand, nor con-
tract, but legitimize the power of judicial
review,” Sykes concluded. “The Court’s
primary duty, in short, is not to minimize
its role or avoid friction with the political
branches, but to try as best it can to get the
Constitution right. n

THE 2013–2014CATO SUPREME COURT
REVIEWCAN BE PURCHASED FOR $15—OR
THE ESSAYS DOWNLOADED FOR FREE—AT
WWW.CATO.ORG.

Celebrating Constitution Day with a new Cato Supreme Court Review

A Term of Striking Unanimity

ABOVE: Cato’s 13th Annual Constitution Day kicked off with a look at the term’s high-
profile cases, including a discussion on the First Amendment between (from left) P. J.
O’ROURKE, H. L. Mencken Research Fellow at the Institute; ILYA SHAPIRO, senior fellow 
at Cato; and NADINE STROSSEN, former president of the ACLU. BELOW, FROM LEFT:
NOEL FRANCISCO of Jones Day, NICHOLASQUINNROSENKRANZ of Georgetown University,
and TOMGOLDSTEIN of SCOTUSblog each offered their take on the term’s key moments.
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T he August 9 shooting of teenager
Michael Brown sparked days of
protest in and around Ferguson,
Missouri. Soon after, police

cracked down with a controversial military-
style response. “If a listener didn’t know any
better, he would think the description of
events unfolding in Ferguson must surely be
taking place in Iraq or Afghanistan,” Tim
Lynch, director of Cato’s Project on Crimi-
nal Justice, wrote on CNN.com. “This is
America, but it doesn’t look like it anymore.”

What has happened to police forces in
the United States? This summer, a small
sample of headlines from the major news-
papers indicates the severity of the status
quo: “War Gear Flows to Police Depart-
ments” (New York Times); “Stop and Seize:
Aggressive police take hundreds of millions
of dollars from motorists not charged with
crimes” (Washington Post); and “Chokehold
Complaints Have Been Undercounted,”
(Wall Street Journal). For decades, however,
the Cato Institute has been drawing atten-
tion to each of these trends—from police
militarization, to civil asset forfeiture, to
general misconduct.

In 1999, Cato released a briefing paper
called “Warrior Cops: The Ominous
Growth of Paramilitarism in American
Police Departments,” which revealed that
the sharing of military training and technol-
ogy with police departments was also pro-
ducing a shared mindset. “Confusing the
police function with the military function
can lead to dangerous and unintended con-
sequences,” the paper warned, “such as
unnecessary shootings and killings.”

In 2006, Radley Balko, then a Cato poli-
cy analyst and currently a writer for the
Washington Postopinion section (as well as a
media fellow at the Institute), released
“Overkill: The Rise of Paramilitary Police
Raids in America.” The white paper was
accompanied by a website in which Balko

painstakingly catalogued dozens of exam-
ples of innocent people killed in these raids.
“The war on drugs and, more recently, post-
9/11 antiterrorism efforts have created a
new figure on the U.S. scene: the warrior
cop—armed to the teeth, ready to deal
harshly with targeted wrongdoers, and a
growing threat to familiar American liber-
ties,” Balko writes in his 2013 book, Rise of
the Warrior Cop.

Asset forfeiture has also become a major
issue. Under state and federal law, police
departments can seize and keep property
that is suspected of involvement in criminal
activity. Unlike criminal asset forfeiture,
however, with civil forfeiture, a property
owner need not be found guilty of a crime—
or even charged—to permanently lose her
cash, car, home, or other property. In 1994,
Cato vice president Roger Pilon weighed in
on this issue in the New York Law School
Law Review. “Rooted in pre-modern
authoritarianism, forfeiture looks at the
world from the perspective of the state,
then asks what needs to be done to bring
about certain public ends, such as the
reduction of crime, the end of drug use,

whatever,” he wrote. “Lost or ignored in the
process, too often, is the individual and his
rights, which is inexcusable in a society ded-
icated to the individual.”

The following year, the Institute
released a book, Forfeiting Our Property
Rights, by the late Rep. Henry Hyde (R-IL),
then chairman of the House Judiciary
Committee. Even today, however, most
state laws are written in such a way as to
encourage police agents to pursue profit
instead of seeking justice.

Given these trends, the first step should
be transparency. To that end, the Institute
launched PoliceMisconduct.net in 2012.
Cato’s researchers scan media reports each
day to locate news stories on police abuse,
recording those reports in a database and
providing transparent data for public
review. The purpose of the website is to
determine the extent to which law enforce-
ment officials exceed the limits of their
authority. “We are simply trying to create a
ruler with which we can measure police
misconduct,” says Lynch, director of the
site, “so that people can determine for
themselves if it’s really a problem.” n

Cato’s long record of highlighting police impropriety

Cops Exceeding Their Limits

In August, RADLEY BALKO (left), a writer for the Washington Post opinion section and a former
Cato policy analyst, and TIM LYNCH, director of the Institute’s Project on Criminal Justice,
were both invited to discuss the militarization of local police on MSNBC.
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H eld at the luxurious Salamander Resort and Spa in Middleburg, Virginia, this year’s Cato Club 200 retreat was attended
by more than 130 supporters and friends of the Institute. LEFT: PEGGYNOONAN, a weekly columnist for the Wall Street

Journal and the author of five New York Times bestsellers, offered her take on the national mood. RIGHT: Guests spent the
long weekend listening to many other distinguished speakers, including Walter Williams of George Mason University, Radley
Balko of the Washington Post, and investor Ken Fisher.

T his year’s Cato University at Capitol Hill brought the ideas of liberty to congressional staffers for the ninth year in a row.
LEFT: PETERVANDOREN, senior fellow at the Institute, examined the decisions confronting legislators as they face competing

demands. RIGHT: NICOLEKAEDING, Cato’s budget analyst, explained how mandatory spending continues to drive the federal budget.
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militarization within law enforcement
organizations.
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students.
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S hortly before taking charge of the
Institute in September 2012, Cato
president John Allison released
The Financial Crisis and the Free

Market Cure. As the longest-serving CEO of
a top-25 financial institution, Allison spent
his career spearheading BB&T’s phenome-
nal success—overseeing the company’s rapid
expansion from $4.5 billion to $152 billion in
assets by the time he retired in 2008.

Based on his experience, the book pro-
vided “an integrated insider’s perspective”
on how the global meltdown was caused pri-
marily by government actions. Within its
first few weeks, it became a New York Times
bestseller, eventually hitting #1 on theWall
Street Journal’s hardcover business bestseller
list as well. 

Now, Allison is back with a new book.
The Leadership Crisis and the Free Market
Cure offers the key to achieving long-term
economic and societal well-being: true lead-
ership. With keen insights into both public
policy and business, Allison reveals the fun-
damental principles he sees as critical to the
success of any leader, to all organizations,
and to the United States.

The book’s central theme is that there is
a set of principles that are consistent with
human nature and provide the foundation
for individual success. The ultimate goal in
life is to achieve happiness—“in the Aris-
totelian context of a life well-lived,” Allison
writes—and acting in accordance with these
principles will improve one’s chances of
reaching that end. These same concepts
apply more broadly as well. “This is a book
about leadership in the pursuit of happiness,
at the individual, organizational, and societal
level,” he writes.

What are the principles of success? The
first is a clearly defined and empowering
sense of purpose. “Human beings are goal-
directed entities,” Allison continues. “We
have to know where we are going in order to

get there.” As such, people
need a vision of the future and
a purpose consistent with
that vision. “The vision and
purpose act like a beacon and
draw us toward who we want
to be.”

With this as the founda-
tion, Allison explains the
importance of a clear set of
values. “They provide us with
principles that, if we live by
them, improve the probabili-
ty of staying alive, being suc-
cessful, and ultimately being
happy,” he adds. He describes
how to develop a strategy for
turning a vision and purpose
into a reality. Allison ran
BB&T according to a strate-
gy that flowed inevitably
from its value system and was
integrated with its manage-
ment style. He is using this
same concept at the Cato
Institute. “Hire fundamentally good people,
train them well, give them authority and
hold them responsible, expect them to be
successful, and reward their performance,”
Allison writes. Finally, he reveals the
processes that, based on feedback mecha-
nisms, allow leaders to incentivize superior
performance. At the same time, however,
these processes are subject to certain pitfalls.

Consider the Sarbanes-Oxley Act of
2002. While the legislation was a response to
several large accounting fraud–related fail-
ures—including WorldCom and Enron—
these were clearly unusual cases, not prob-
lems with the system as a whole. But the ten-
dency to redesign processes according to iso-
lated events leads to problems. “Tragically,
much of modern regulation is based on this
same conceptual error wherein a small num-
ber of visible examples drive government reg-

ulations, which reduces the overall produc-
tivity in an industry,” he writes.

In the end, Allison argues that it is these
five concepts—vision, purpose, values, strat-
egy, and process—that helped make the
United States a global leader. The Founding
Fathers realized that freedom was essential
for human flourishing. They viewed the role
of government as protecting individual
rights. Government was therefore to be lim-
ited. It was not designed to eliminate all sup-
posed ills. “A society based on the correct
ideals will flourish,” Allison concludes. “It is
critical that we return to the principles that
made America great—life, liberty, and the
pursuit of happiness.” n

VISIT WWW.AMAZON.COM OR BOOKSTORES
NATIONWIDE TO GET YOUR COPY OF THE
LEADERSHIP CRISIS AND THE FREE MARKET
CURE TODAY.

Allison’s follow-up to his bestseller on the financial crisis

The Importance of True Leadership
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I n September 2005, the Danish newspa-
perJyllands-Postenprinted a dozen car-
toons—prompted by recent examples
of self-censorship by the European

media—related to Islam, one of which depict-
ed the Muslim prophet Muhammad with a
bomb wrapped in his turban. Their publica-
tion quickly spiraled into a violent interna-
tional uproar, as Muslims around the world
erupted in protest. The Danish embassies
were attacked. More than 200 deaths world-
wide resulted. And the paper’s culture editor,
thereafter branded by some as “the Danish
Satan,” found himself at the center of one of
the defining issues of an era.

Now, in The Tyranny of Silence, Flemming
Rose grapples with the difficult issues sur-
rounding his decision to run those cartoons.
Published by the Cato Institute, the book is a
deeply personal account of his experience.
“What do you say to people who ask how you
can sleep at night when hundreds of people
have died because of what you have done?”
Rose asks at the outset. The subsequent
pages are, in many ways, his attempt to
answer that question. In the process, he
seeks to reconcile the tension between
respect for cultural diversity and the protec-
tion of democratic freedom.

Rose begins the narrative recounting a
series of interviews he conducted with indi-
viduals who, in one way or another, were inter-
twined in the “Cartoon Crisis.” He speaks
with Maria Gomez, a Spanish woman whose
husband was killed in the Madrid terrorist
attack and who later wore a T-shirt with the
controversial Muhammad cartoon to the per-

petrator’s trial. He talks to Kurt
Westergaard, the artist behind the
infamous drawing, delving into the
upbringing, background, and work
of a man, Rose notes, whose “image
would change my life.” He meets
with Karim Sørensen, a young
Tunisian who was apprehended in
February 2008 on suspicion of plan-
ning to assassinate Westergaard.

With each of these vignettes, a
picture begins to emerge through
which Rose reflects on the princi-
ples underpinning freedom of
speech. He notes that the tendency
in Europe is to deal with increasing
diversity by constraining free
expression. “They feel they will fur-
ther social harmony by maintaining
a delicate balance between toler-
ance and freedom of speech—as
though the two were opposites,”
Rose writes. “But tolerance and
freedom of speech reinforce each
other.” They are, in short, two sides of the
same coin—and both are under pressure.

Rose continues his investigation with a
sweeping look at some of the constraints that
have historically been placed on dissidents—
from the heretic Michael Servetus, who was
burned at the stake in Geneva in 1553 for his
religious views, to Rose’s own encounters with
Russian dissidents in the Soviet Union.

Throughout the book, he demonstrates a
persistent ability to weigh difficult issues—to
“ponder at length and lose myself in layers of
meaning”—a quality that he ascribes to his

natural skepticism. “I don’t see that as a trait
flaw: it is a condition of modern man and
indeed the core strength of secular democra-
cies, which are founded on the idea that there
is no monopoly on truth,” Rose concludes.
“Doubt is the germ of curiosity and critical
questioning, and its prerequisite is a strong
sense of self, a courage that leaves room for
debate.” n
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C A T O S T U D I E S

A lthough precise measures of
government ownership across
the Middle East and North
Africa (MENA) are hard to

come by, the governments of Algeria, Egypt,
Libya, Syria, and Yemen all operate sizeable
segments of their economies—in some cases
accounting for more than two-thirds of the
GDP. International experience suggests
that private ownership tends to outperform
public ownership. Yet, as Cato policy analyst
Dalibor Rohac writes in “The Dead Hand
of Socialism: State Ownership in the
Arab World” (Policy Analysis no. 753),
“MENA countries have made only modest
progress toward reducing the share of gov-
ernment ownership.” Rohac argues that
these countries need to sustain their transi-
tions toward more representative political
systems and inclusive economic institutions.
“In order to address this problem, privatiza-

tion has to cease being a dirty word,” he
writes. Three main lessons emerge from the
experience of countries that have done this.
First, “transparent privatization, using open
and competitive bidding, produces signifi-
cantly better results than privatization by

insiders, without pub-
lic scrutiny.” Second,
private ownership and
governance of the
financial sector is cru-
cial to the success of
restructuring. Third,
privatization needs to
be a part of a broader

reform package that would liberalize
MENA economies. “If governments in the
region are serious about creating mass pros-
perity, reducing the role of public ownership
should be one of their priorities,” Rohac
concludes.

RISK MODELING RISKS
The U.S. financial system faces a major, yet
underappreciated threat from the Federal
Reserve’s risk modeling agenda—the “Fed
stress tests.” The purpose of these models is to
determine banks’ regulatory capital require-
ments in order to make the financial system
safe. But as Kevin Dowd, a professor of
finance and economics at Durham Universi-
ty, argues in“Math Gone Mad: Regulatory
Risk Modeling by the Federal Reserve”
(Policy Analysis no. 754), they instead create
the potential for a new systemic financial cri-
sis. Risk models, Dowd writes, are subject to a
number of major weaknesses. They are usually
based on poor assumptions and inadequate
data, are vulnerable to gaming, and often blind
to major risks. They have difficulty handling
market instability and tend to generate risk
forecasts that fall as true risks build up. “Most
of all, they are based on the naïve belief that

Reducing State Socialism in the Middle East
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markets are mathematizable,” he adds. The
solution to these problems is legislation to pro-
hibit risk modeling by financial regulators and
establish a simple, conservative capital stan-
dard for banks based on reliable capital ratios
instead of unreliable models.

A FALSE SENSE OF INSECURITY
Terrorism is a hazard to human life, and it
should be dealt with in a manner similar to
that applied to other hazards. Although
allowing emotion to overwhelm sensible
analysis is both understandable and com-
mon, it is inappropriate for officials charged
with keeping the public safe. “To do so is irre-
sponsible, and it costs lives,” argues John
Mueller, senior fellow at the Cato Institute,
and Mark G. Stewart, professor at the Uni-
versity of Newcastle, in “Responsible
Counterterrorism Policy” (Policy Analysis
no. 755). Risk analysis is an aid to responsible
decisionmaking that has been developed,
codified, and applied over the past few
decades. The authors deal with four issues
central to that approach and apply them to
the hazard presented by terrorism: the cost
per saved life, acceptable risk, cost-benefit
analysis, and risk communication. They find
that, at present, decisionmakers appear to be
overly fearful about negative reactions to any
relaxations of security measures that fail to be
cost-effective. “If other uses of the funds
available would more effectively save lives, a
government obliged to allocate money in a
manner that best benefits public safety must
explain why spending billions of dollars on
security measures with very little proven ben-
efit is something other than a reckless waste
of resources,” they conclude.

HIDDEN COSTS OF EX-IM
Proponents of reauthorizing the Export-
Import Bank claim that by increasing exports
and jobs, it benefits the U.S. economy. But as
Daniel J. Ikenson, director of the Cato Insti-
tute’s Herbert A. Stiefel Center for Trade Pol-
icy Studies, writes in “The Export-Import
Bank and Its Victims: Which Industries

and States Bear the Brunt?”(Policy Analysis
no. 756), the benefits are exaggerated and the
costs totally ignored. The Bank’s skeptics
speak of the opportunity costs that arise when
government attempts to allocate resources

according to nonmar-
ket criteria. They also
note that subsidies pro-
vided for the benefit of
one exporter put com-
peting firms at an artifi-
cial disadvantage. In
addition to these
opportunity and intra-

industry costs, there is a third set of significant
costs that are too often forgotten. This analysis
estimates the downstream costs of Ex-Im 
subsidies that are inflicted on manufacturing
firms in every industry across every U.S. state.
Ikenson finds that these policies reward some
companies in the short run, but penalize many
others in the process. “These kinds of data are
often obscured or ignored, but they are essen-
tial to any informed judgments about the pro-
priety and efficacy of the Export-Import
Bank,” he concludes.

OPEN AIR
The European Union (EU) and the United
States began negotiations for a Transatlantic
Trade and Investment Partnership (TTIP) in
2013, with the primary goals of reducing
impediments to cross-border trade and
investment and achieving greater economic
integration between the two economic areas.
Curiously, there has been a near absence of
discussion in the TTIP negotiations of free-
ing trade and investment in commercial air-
line services. In “Opening the Skies: Put
Free Trade in Airline Services on the
Transatlantic Trade Agenda” (Policy
Analysis no. 757), Kenneth Button, a profes-
sor at George Mason University and a world-
renowned expert on transportation policy,
notes that air passenger and cargo industries’
supply chains are rife with restrictions. “Given
the economies of scale and the scope for spe-
cialization that increase by enlarging markets,

airline services liberalization would markedly
increase the gains from an agreement,” he
writes. This paper argues that the objections
to liberalization lack genuine merit and
describes some of the benefits that have
emerged as aviation markets have been freed
up over the last 35 years. It offers insights into
how U.S. airline passengers and transporta-
tion-consuming businesses would benefit
from opening the domestic air market to
competition from foreign carriers. Finally, it
urges the U.S. and EU governments to put
free trade in commercial air services on the
TTIP negotiating agenda.

THE PUBLIC ON FEDERALISM
For much of its history, the United States had
a notably decentralized government struc-
ture. Since the 1930s, the national govern-
ment has undertaken new efforts to regulate
the economy and society and to redistribute
resources. Those new efforts have implied a
greater centralization of authority in Wash-
ington. In the past the public often supported
such centralization. But, as John Samples, vice
president and publisher of the Cato Institute,
and Emily Ekins, polling director at Reason
Foundation, find in “Public Attitudes
toward Federalism: The Public’s Prefer-
ence for Renewed Federalism” (Policy
Analysis no. 759), public opinion about feder-
alism has changed. “Voters are more support-
ive of decentralized policymaking on many
issues where they previously supported a
stronger national role,” they write. This shift
indicates profound distrust in the capacity of
the federal government to act on behalf of the
public good. On some issues, like national
defense, much of the public continues to sup-
port national primacy. Such issues are often
assigned to Washington by the Constitution.
In contrast, much polling finds that many cit-
izens believe state and local governments are
likely to perform better than Washington.
“Americans support a more decentralized
federalism than in the past both on particular
issues and as a general matter of institutional
confidence,” Samples and Ekins conclude.n
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THE DISAPPEARANCE OF THE
ANTIWAR MOVEMENT
The anti-Obama left was out in force. All
22 of them.

As the president stood on the South
Lawn to announce the bombing campaign in
Syria, liberal demonstrators gathered on
Pennsylvania Avenue on the other side of
the White House to protest the man they
thought was their ally. . . .

“If George W. Bush were launching wars
with Congress out of town, oh, it would be
flooded,” longtime liberal activist David
Swanson said, looking across mostly empty
Pennsylvania Avenue “They would be
screaming.”
—DANA MILBANK IN THE WASHINGTON POST,

09/24/2014

“BIPARTISAN AGREEMENT”
ALWAYS MEANS SPENDING THE
TAXPAYERS’ MONEY
Republican Ed Gillespie sought to gain
ground with Virginia voters Friday by inten-
sifying his attacks on U.S. Sen. Mark R.
Warner. . . .

Despite the positioning, both candidates
agreed on a few topics.

For example, they each called federal
sequestration cuts devastating to the
Northern Virginia economy. . . .

Both also agreed that there is an urgent
need to improve Virginia’s transportation
infrastructure. . . .

On national security, Gillespie and
Warner agreed on a need to spend more on
the U.S. military in the face of the threat
posed by the Islamic State.
—WASHINGTON POST, 09/19/2014

BIG MONEY IN CAMPAIGNS 
“I think franked mail is a tool that can be
used to communicate with your con-
stituents,” [Rep. Gerry] Connolly says.

Last year Connolly spent more than
$94,000 of your tax dollar on mostly glossy,
color pamphlets with pictures of him at his
office declaring his support for federal
workers, while D.C. Del. Eleanor Holmes
Norton spent just over $3,000 touting her
record. Maryland Democrat John Delaney
spent more than $50,000, which his press
secretary says is to introduce his freshman
boss to voters, which watchdogs say gives
him a leg up over his challenger, Republican
Dan Bongino. Congressman Randy Forbes
(R-VA 4) spent about $30,000 on
Facebook ads, railing against “Obamacare,”
questioning “Free taxpayer funded cell
phones” and on dozens of electronic polls,
which he defends.
—WAMU, 09/08/2014

PARENTAL WARNING
Books such as The Giver, Divergent, and
The Hunger Games trilogy are, whether
intentionally or not, substantial attacks on
many of the foundational projects and
aims of the left: big government, the wel-
fare state, progress, social planning and
equality. . . .

If you see yourself as a left-leaning pro-
gressive parent, you might want to exercise
some of that oppressive parental control and
limit your kids exposure to the “freedom”
expressed in YA dystopian fiction.
—EWAN MORRISON IN THE GUARDIAN, 09/01/2014

“GOVERNMENT IS SIMPLY THE
NAME WE GIVE TO THE THINGS
WE CHOOSE TO DO TOGETHER.”
A 64-year-old woman drowned when
police said her vehicle ended up in a
drainage canal in Northeast El Paso
Monday morning. . . .

A witness told KFOX14 that police
stopped several men from trying to save the
victim.

A witness to the drowning, who request-
ed anonymity, said she saw the woman mov-
ing her hands inside the car and that police
stopped three men from attempting to get
her out.

“They went and tried to help this lady,
they tried to help her, but the police said
they can’t, they were yelling and everything,
I don’t wanna say nothing bad about them, I
know they give good service here and every-
thing, but I said ‘Oh, my God,’” the witness
said. “They hit the window on the driver’s
side, and she tried to get out but there’s a
fence right there, and she couldn’t get out.
So she had all that weight with her and all 
the water inside. The men got scared, they
didn’t want to leave, they were mad, so they
got scared, people were yelling so they had
to leave before they got arrested.”

The story about police telling men to
leave was backed up by several people who
live on Vulcan Avenue right next to where
the drowning took place.
—KFOX14 EL PASO, 09/22/2014

GOVERNMENT KEEPS US SAFE
Workers scouring government laborato-
ries in the wake of the July discovery of
smallpox and the mishandling of other
infectious agents in federal facilities in
recent months have found half a dozen
more improperly stored substances—
including the deadly toxin ricin and the
bacteria that cause plague.
—WASHINGTON POST, 09/05/2014

CRIME WAVE SWEEPS SACRA-
MENTO
Three of the 40 members of the California
State Senate have been arrested this year,
more than double the statewide arrest rate
and higher than the rate in any of
California’s 25 largest cities.
—SACRAMENTO BEE, 08/26/2014
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