
President Clinton and the Chilean Model
t’s 12:30 or 1 at night, and
Bill Clinton asks me and
Dottie: ‘What do you know
about the Chilean social-
security system?’” recounted

Richard Lamm, the three-term former gov-
ernor of Colorado. It was March 1995, and
Lamm and his wife were staying that weekend
in the Lincoln Bedroom of the White House.

I read about this surprising midnight con-
versation in a Newsweek article by Jonathan
Alter (May 13, 1996), as I was waiting at Dulles
International Airport for a flight to Europe.
The article also said that early the next morn-
ing, before he left to go jogging, President
Bill Clinton arranged for a special report
about the Chilean reform produced by his
staff to be slipped under Lamm’s door.

That news piqued my interest, so as soon
as I came back to the United States, I went to
visit Richard Lamm. I wanted to know the
exact circumstances in which the president of
the world’s superpower engages a fellow former
governor in a Saturday night exchange about
the system I had implemented 15 years earlier.

Lamm and I shared a coffee on the terrace
of his house in Denver. He not only was a
most genial host to this curious Chilean, but
he also proved to be deeply motivated by
the issues surrounding aging and the future
of America. So we had an engaging conver-
sation. At the conclusion, I ventured to ask
him for a copy of the report that Clinton
had given him. He agreed to give it to me on
the condition that I not make it public while
Clinton was president. He also gave me a

copy of the handwritten note on White
House stationery, dated 3-21-95, which accom-
panied the report slipped under his door. 
It read:

Dick, 
Sorry I missed you this morning.
It was great to have you and Dottie here.
Here’s the stuff on Chile I mentioned.
Best,
Bill

BY JOSÉ PIÑERA 

Continued on page 6

CHENGUANGCHENG (second from right), the blind Chinese activist and self-taught lawyer
who famously escaped from house arrest in China in 2012, poses next to the Declaration of
Independence at the Cato Institute along with fellow Chinese liberals (left to right) XIA
YELIANG, WEI JINGSHENG, and TENGBIAO. All four spoke at a Cato Forum on human rights
in China on November 23. 
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JOSÉ PIÑERA is a distinguished senior fellow of the
Cato Institute, co-chairman of Cato’s Project on Social
Security Choice, and founder and president of the
International Center for Pension Reform. As Chile’s
secretary of Labor and Social Security, he was the
architect of the country’s successful reform of its 
pension system. A longer version of this article can 
be found on the Cato website.
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ED I TOR IAL

BY DAVID BOAZ

“Real 
capitalism—
free markets
and the rule 
of law—is the
least ‘brutal’ 
political and
economic 
system 

imaginable.

he morning after Christmas, a Washington Post
article referred to “the brute market forces of
unbridled capitalism.”

It’s an all-too-common theme. And it’s particularly an-
noying because real capitalism—free markets and the rule
of law—is the least “brutal” political and economic system
imaginable. Indeed, it’s the one system that doesn’trely on
brute force.
In his new biography of Margaret Thatcher, Charles

Moore reports that she told Mikhail Gorbachev that
communism was “synonymous with getting one’s way by
violence.” Ouch. But absolutely true. 
What’s obviously true of communism, fascism, na-

tional socialism, theocracy, military dictatorship, and
other authoritarian or totalitarian regimes is also true—
though less obviously—in social-democratic and mixed-
economy systems.
Every law that requires people to act in ways they

wouldn’t choose requires enforcement, which means the
potential of punishment. Consider alcohol or drug pro-
hibition. The government orders citizens not to use a par-
ticular substance. If they do, they will be arrested, fined,
possibly jailed—or even killed in a SWAT raid or other
police encounter. People have been jailed for smuggling—
that is, selling to willing customers— tobacco and orchids.
Two days after Christmas, in yet another article in the
Washington Post, a Harvard professor complained that “we
haven’t tried everything [to discourage obesity]. In the
United States, we consistently stop short of our most
powerful policy instruments: taxes and regulations.” The
professor wants to use force to stop people from eating
more than he thinks they should.
Marvin and Laura Horne of Kerman, California, didn’t

want to give nearly half their raisins to the government-
created Raisin Administrative Committee. The commit-
tee sent trucks to the Hornes’ farm to collect the raisins,
but the Hornes refused to let the trucks on their prop-
erty. They sold their raisins and were fined $680,000.
They sued the government. After a decade in court, the
Supreme Court ruled in their favor. But suppose they
had just sold the raisins and refused to pay the fine. The
government would have escalated; it would have confis-
cated the Hornes’ bank accounts and maybe returned to
the farm with armed agents. It would likely, as Thatcher
said of communism, have insisted on “getting [its] way
by violence.”
Or take the lifeblood of our current government,

taxation. Does anyone believe that Americans would
hand over so much of their income to the federal gov-

ernment if not for the ultimate threat of imprisonment
and violence?
Using violence or the threat of violence to get your way

is brute force. It’s the opposite of markets, which are
based on consent. In a free market, to get money from
someone else you have to offer them something they
value. In a fully libertarian society, government would use
force only against those who had themselves used force
first—to prevent or punish theft, assault, and other crimes.
Part of the problem may be that the Postauthor thinks

that “unbridled capitalism” is what we have in the United
States today. In fact, our form of capitalism is rife with priv-
ilege and barriers. Wall Street bailouts, taxi cartels, raisin
cartels, trade protectionism, high tax rates with compli-
cated loopholes, ethanol mandates, central-bank inflation,
occupational licensing, corporate subsidies—all these poli-
cies tend to redistribute income upward and thus exacer-
bate inequality. Those are some brutal policies that
defenders and critics of capitalism should unite to reform.
It may well be that the word “capitalism” is the prob-

lem. That word, coined by Karl Marx, implies that the
system is run by and for capitalists. I wrote in The Liber-
tarian Mind, “The right term for the advocates of civil so-
ciety and free markets is arguably socialist.” We support a
system that favors society, not the state. 
The full sentence in that article was, “Mormonism’s

communitarian past and welfare system in the present
should rebuke the brute market forces of unbridled cap-
italism.” But there would be plenty of community, mu-
tual aid, and charity in a free market society (as indeed
there is in our mixed-economy society). 
And of course, even our very imperfect market system

of the past 200 years has done more good for the poor and
the middle class than any other system in history did or
does today. Free-ish markets in so-called capitalist coun-
tries have given us, in the words of Deirdre McCloskey, “a
rise in real wages 1800 to the present [of] 2,900 or 9,900
percent.” Markets have brought us from a society charac-
terized by backbreaking labor, bare subsistence, and an av-
erage life expectancy of 25 years to today’s truly amazing
level of abundance, health, and technology.
Markets have given us longer, healthier, and more com-

fortable lives. Perhaps even more importantly, free-mar-
ket libertarianism is the only political system that
renounces the use and threat of violence. Brute market
forces, indeed.

”

T
Brutish Markets or Brutish Government?



REAPPORTIONING A PTERODACTYL

M aryland is notorious for boasting the most gerryman-
dered congressional districts in the country—a fed-

eral judge once described its 3rd district as “reminiscent of a
broken-winged pterodactyl.” Calling this “not a distinction
of which we should be proud,” Gov. Larry Hogan selected
Cato senior fellow Walter Olson to co-chair a bipartisan
commission to recommend reforms. In November Olson
and his fellow commissioners sent a 68-page report to the
governor proposing a reform process that would make Mary-
land the only state in the country in which neither the legisla-
ture nor the governor would have any say in choosing who
would draw district lines. “What the reform panel is propos-
ing is about as far removed from party bosses as feasible,”
wrote the Baltimore Suneditorial board. “At least one thing is
clear, the commission is headed in the proper direction.” 

UPPING THE HEAT ON FEDERAL PAY

“A fter a three-year lull,” theWashington Post recently
proclaimed, “the war between fiscal conservatives

and federal employees and their allies in Congress over
whether civil servants are overpaid is heating up again,
thanks to a new study from the Cato Institute.” The study 
in question, from Cato’s director of tax policy Chris Ed-
wards, reports that in 2014 federal workers earned a stun-
ning 78 percent more, on average, than private-sector
workers. “The federal government has become an elite island
of secure and high-paid employment, separated from the
ocean of average Americans competing in the economy,” 
Edwards wrote. The Postpredicted that, due in part to Cato’s
work, the “compensation wars” will “continue to rage on.” 

POLITICAL SCIENCE AWARD

In September Cato Institute adjunct scholar Eugene
Gholz received the American Political Science Associa-

tion’s annual Fiona McGillivray award for his paper 
“Assessing the ‘Threat’ of International Tension to the U.S.
Economy.” Gholz argued that American officials exaggerate
the value of playing a “leadership” role in international affairs,
which supposedly protects the U.S. and global economy.
“The bottom line is that it is rarely, if ever, worth spending
American resources to prevent foreign instability in the hope
of protecting American prosperity, even assuming that such
spending effectively tamps down tension,” he wrote. Profes-
sor Lloyd Gruber from the London School of Economics
and Political Science presented Gholz with the award, 
praising his “well-argued, punchy, and provocative” work. 

CatoNewsNotesA new resource from Libertarianism.org

Video Guides 
to Libertarianism
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“I
t’s not easy to define freedom,” Cato’s executive vice presi-
dent David Boaz writes in The Libertarian Mind. Some may
find it equally difficult to define “libertarianism”—a rich
philosophy that boasts thinkers from John Stuart Mill to

Ayn Rand and Robert Nozick. Boaz’s The Libertarian Mind andThe Liber-
tarian Reader both offer primers in libertarian thought—and now, from
Libertarianism.org, comes one more way to encounter the basic ideas of
liberty. The site’s new online video courses are an invaluable resource for
anyone interested in the history and principles of libertarian philosophy,
economics, and public policy.

      

The guides feature short video lectures you can watch online, or down-
load and listen to on the go. They also incorporate reading lists, essays, 

and other online materials
to further your studies. The
course can be taken at any
pace, whether you are a stu-
dent of political science or 
a novice to the ideas of liber-
ty. And, while the lectures
are designed as a sequential
course, each individual lec-
ture also stands on its own for
those just interested in
brushing up on a particular
aspect of libertarian thought. 

David Boaz presents the
first guide, Introduction to
Libertarianism. In a series
of short lectures, he intro-
duces the foundational
ideas of libertarianism. He
traces the history of liber-

tarian ideas, from ancient Chinese philosopher Lao Tzu, to the Bible, 
to Thomas Jefferson and Milton Friedman. In just a few hours, the guide
provides a substantive overview of all the essential concepts of libertar-
ianism, including rights, individual liberty, and how markets work. “My
colleagues at Libertarianism.org and I have tried to create the best avail-
able introduction to libertarianism here in 2015,” he writes. 

Upcoming guides will feature Howard Baetjer, the author of Free
Our Markets, on the foundational concepts of economics; Jason Bren-
nan of Georgetown University on an Introduction to Political Philosophy;
and Jeff Miron of Harvard’s Economics Department on libertarian
public policy.n

THE GUIDES ARE AVAILABLE AT WWW.LIBERTARIANISM.ORG/GUIDES.
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C A T O E V E N T S

A t Cato’s 33rd Annual Monetary Conference, REP. BILLHUIZENGA (R-MI) (left) discussed legislation to reform the Federal
Reserve. GEORGESELGIN, the director of Cato’s Center for Monetary and Financial Alternatives (right), outlined the dis-

tinction between monetary rules and “pseudo-rules.” 

M eteorologist BOB RYAN, former president of the
American Meteorological Society, moderated a panel

assessing the science of climate change at Cato’s conference,
“Preparing for Paris: What to Expect from the U.N.’s 2015
Climate Change Conference.” 

“S ecurity guru” BRUCE SCHNEIER, the author of
Data and Goliath, spoke at Cato’s Second Annual

Surveillance Conference. Schneier explained how the gov-
ernment’s access to our metadata has led to the “maximal 
age of surveillance.” 
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V ice President for Monetary Studies JAMESDORN (left)
with Hong Kong-born economist STEVENN. S. 

CHEUNG at Cheung’s 80th birthday conference in 
Shenzhen, China. 

A t a Cato Book Forum, Senior Fellow TEDGALENCARPENTER (left) and Adjunct Scholar MALOU INNOCENT (second 
from left) discussed their new book, Perilous Partners: The Benefits and Pitfalls of America’s Alliances with Authoritarian

Regimes, in which they argue that America’s entanglements with questionable allies abroad have harmed U.S. interests. JACOB
HEILBRUNN, editor of The National Interest, and ANDREW J. BACEVICH (right), professor emeritus at Boston University, of-
fered their thoughts, while Vice President for Defense and Foreign Policy Studies CHRISTOPHERPREBLE (at lectern) moderated. 

A t a Cato Book Forum, WILLIAM FISCHEL, a professor of
economics at Dartmouth College, discussed his book

Zoning Rules! The Economics of Land Use Regulation. Fischel
outlined the history of zoning regulations and the rise of 
Not-in-My-Backyard (NIMBY) syndrome. 
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Three months before that Clinton-Lamm
conversation about the Chilean system, I had
a long lunch in Santiago with journalist Joe
Klein of Newsweekmagazine. A few weeks
afterwards, he wrote a compelling article
entitled, “If Chile Can Do It . . . Couldn’t
(North) America Privatize Its Social-Security
System?” He concluded by stating that “the
Chilean system . . .  is perhaps the first significant
social-policy idea to emanate from the Southern
Hemisphere” (December 12, 1994).

I have reasons to think that probably this
piece got Clinton’s attention and, given his
passion for policy issues, he became a quasi-
expert on Chile’s social security reform.
Clinton was familiar with Klein, who covered
the 1992 presidential race and went on anony-
mously to write the bestseller Primary Colors,
a thinly veiled account of Clinton’s campaign.

“THE MOTHER OF ALL REFORMS”

While studying for a master’s and a PhD
in economics at Harvard University, I became
enamored with America’s unique experiment
in liberty and limited government. In 1835
Alexis de Tocqueville wrote the first volume
of Democracy in America, hoping that many of
the salutary aspects of American society might
be exported to his native France. I dreamed
of exporting them to my native Chile.

So, upon finishing my PhD in 1974 and
while fully enjoying my position as a teaching
fellow at Harvard and a professor at Boston
University, I took on the most difficult decision
in my life: to go back to help my country rebuild
its destroyed economy and democracy along
the lines of the principles and institutions
created in America by the Founding Fathers.
Soon I became Secretary of Labor and Social
Security, and in 1980 I was able to create a fully
funded system of personal retirement accounts.
Historian Niall Ferguson wrote in The Ascent
of Moneythat this reform was “the most pro-
found challenge to the welfare state in a gen-
eration. Thatcher and Reagan came later. The
backlash against welfare started in Chile.”

Unfortunately, at some point during the

20th century, the culture of self reliance and
individual responsibility that had made America
a great and free nation was diluted by the cre-
ation of an entitlement state, reminiscent of
the increasingly failed European welfare state.
What America needed was a return to basics,
to the founding tenets of limited government
and personal responsibility.

In a way, the principles America helped
export so successfully to Chile through a
group of free-market economists needed to
be reaffirmed in their home country through
an emblematic reform. I felt that the Chilean
solution to the impending Social Security
crisis could be applied in the United States.

Once my country had finished its tran-
sition to democracy and once I had done
everything possible to ensure the stability
of its free market model and its structural
reforms, including my own “educational”
presidential campaign in 1993, I decided to
dedicate my life to sharing the Chilean
Model around the world.

At the same time, at the beginning of 1995,
when President Clinton was having midnight
conversations about the Chilean Model, I
received an extraordinary invitation that
would greatly help my fight for America. Ed
Crane, co-founder and president of the lib-
ertarian Cato Institute, invited me to become
a distinguished senior fellow and co-chairman
of its Social Security Choice Project. I accepted
immediately.

Cato had been publishing books and
studies on Social Security and private accounts
since 1979 and was then gearing up for a new
push. In the following years I traveled around

the United States sharing the Chilean expe-
rience in conferences, town hall meetings,
congressional hearings, and media interviews.
The audiences were extremely receptive
and interested, but what Milton Friedman
called “the tyranny of the status quo” made
it difficult for political leaders to embrace
such a new solution to the growing Social
Security problem.

However, in January 1996, Mack McLarty,
President Clinton’s special envoy to the Americas
and former chief of staff, traveled to Chile and
wanted to know firsthand about the success
of the first private personal accounts system
in the world. We met for hours and he quizzed
me about both the principles and the details
of the system. A few weeks later, I received a
letter from him with an enthusiastic message:

José, Without doubt, the reform of
Chile’s pension system has been a critical
contributing factor —some have called
it the mother of all reforms—to Chile’s
ongoing economic success. The social
security reforms which you developed
and fought for have put your country
on a stable footing for the future.
Although the Chilean and North  Amer-
ican experiences are different in several
key respects, I believe we can learn a
great deal from your country’s bold ini-
tiative, which is widely envied through-
out the hemisphere.

A LETTER TO THE PRESIDENT 
OF THE UNITED STATES

Then, in his January 1998 State of the
Union address, President Clinton warned
the nation of the coming Social Security crisis
and called for an open debate on the needed
reforms: “We will hold a White House con-
ference on Social Security in December. And
one year from now, I will convene the leaders
of Congress to craft historic bipartisan
legislation to achieve a landmark for our gen-
eration, a Social Security system that is strong
in the 21st century.”

On the heels of this speech, I realized that

‘Chile’s pension 
system has been 

a critical contributing
factor—some have 
called it the mother 
of all reforms—to
Chile’s ongoing 
economic success.’

”

Continued from page 1 “
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no momentum could be lost. I needed to reach
the president himself. Knowing Clinton’s rep-
utation as a voracious reader, I resolved to
write an open letter to the president in a major
newspaper, where he was sure to take notice.

And so that April, at a Tokyo conference
organized by the Cato Institute and the
powerful Keidanren, the Japanese business
association, I broached the idea of my open
letter to a fellow speaker, George Melloan
of the Wall Street Journal. He told me it was
highly unusual for the Journal to publish
such a piece, but after reading a draft he
enthusiastically accepted. Melloan asked
me to send it by fax to the Journal’s Americas
columnist Mary O’Grady in New York. From
the Imperial Hotel my Cato colleague Bob
Borens and I spent the whole night exchang-
ing faxes between Tokyo and downtown
New York, revising every comma of the draft
until we were all fully satisfied.

The letter was published on the editorial
page on April 10, 1998. In it I described the
success of the Chilean reform and urged the
president to embrace a private-accounts option
for Social Security, to avert the looming insol-
vency and to spread wealth more widely.

THE WHITE HOUSE SUMMIT 
ON SOCIAL SECURITY

My expectations were surpassed when I
received an invitation from Gene Sperling,
economic policy adviser to the president, to
speak on private accounts at the coming
White House Conference on Social Security,
to an audience from all areas of civil society:
senior groups, youth organizations, think
tanks, labor unions, business leaders and aca-
demia. Perhaps more importantly, a bipartisan
assortment of 60 members of the House and
Senate would be in attendance, along with
other officials from the administration.

The stakes were high. In a press briefing
on December 2, 1998, in the week leading up
to the White House conference, Sperling
declared that the summit was needed “to
derail the third-rail mentality that has often
stifled Social Security reform.” He showed a

keen awareness of the moment:

I think the political realities are that
1999, as an off-election year with a
Democratic president in his second
term, and a year of focus on Social Secu-
rity that we have had, offers a unique
opportunity to address this, and also
with having the strong fiscal situation
that we’re in. So I think, in a practical,
political sense, one does have to worry
that if we do not get Social Security
reform done this year, we do not have
a good effort, that one does not know
when another opportunity will come
that is as opportune as this.

While I was both honored and humbled
to be invited, especially given the fact that I
was the only speaker who didn’t possess an
American passport, I was at the same time
sobered by the inherent challenges of such
an address. In just a few minutes, I would
need to introduce my prior involvement with
social security reform in Chile, outline the
technical details of the system, and explain
why a 1980 economic restructuring in a small,
distant nation had relevance to the American
way of life.

As the C-SPAN cameras rolled, I delivered
the message I had wanted so long to give. 

Every Chilean worker has a pension
passbook—I always carry one of them.
The worker has his money put here in
the passbook and they know every

month how much money they have.
And they accumulate money during
all their working life, and in this way
we have allowed the working poor to
benefit from that extraordinary force
of compound interest . . . 

We gave every worker the choice
to stay in the old system if they didn’t
like this very small element of market
risk and preferred the demographic
or political risk. Or, they could move
to the new system with recognition
bonds recognizing their past contri-
butions. Ninety-three  percent of
Chilean workers have chosen the sys-
tem of the passbook, rather than the
pay-as-you-go system. . . . 

So, the reform was not about savings
or about macroeconomic equilibrium.
It was about workers’ dignity, workers’
freedom, workers’ choice, and workers’
empowerment. I believe this can be
done in America.

In Chile, no one was investing in
stocks 18 years ago. In your country,
you have 40 percent that are already
investing in stocks. You have the best
capital markets in the world that can
diminish risk to a tolerable level. The
technological revolution is allowing
individuals to manage millions of
accounts at negligible costs. And finally,
you are such an open-minded country
that you have invited a Chilean to be
here.

So, I have enormous hope for this
country that I love. And I would like
my son, who was born in Boston and
carries an American passport, to also
be able to someday have a pension
retirement passbook like this.

SEX AND SOCIAL SECURITY 

Two months later, President Clinton said
in his January 1999 State of the Union address:

Our fiscal discipline gives us an unsur-
passed opportunity to address a remark-

In 1998 President 
Clinton and his
economic advisers
spent 18 months 
secretly discussing 
the elements of a 

plan to add individual
investment accounts 
to Social Security.”

“
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able new challenge: the aging of America.
With the number of elderly Americans
set to double by 2030, the baby boom
will become a “senior boom.” . . . The
best way to keep Social Security a rock-
solid guarantee is not to make drastic
cuts in benefits; not to raise payroll
tax rates; and not to drain resources
from Social Security in the name of
saving it. . . . I propose a new pension
initiative for retirement security in
the 21st century. I propose that we use
a little over 11 percent of the surplus
to establish universal savings accounts—
USA accounts—to give all Americans
the means to save. With these new
accounts, Americans can invest as they
choose, and receive funds to match a
portion of their savings, with extra
help for those least able to save. USA
accounts will help all Americans to
share in our nation’s wealth, and to
enjoy a more secure retirement. 

The opening salvo had been fired: “to
establish universal savings accounts—USA
accounts.” This was the first time that a
sitting president had called for the creation
of personal retirement accounts. 

But regrettably it was not to be. Just as
Clinton was gearing up to reform Social
Security, he found himself unexpectedly
mired in the Monica Lewinsky scandal. The
affair was a disgraceful event indeed, but it
was the process of impeachment of the pres-
ident that buried the possibility of making
this reform at that moment.

Reality quickly set in: the besieged pres-
ident could not deliver on his proposal, no
matter how genuinely he knew the country
needed it. As a New York Times editorial
asserted the day after his address, “since the
Republicans control Congress and the
impeachment battle will probably leave a
bitter aftertaste, the President’s plans are
certain to be more of a conversation opener
than a blueprint for the future.”  

Even though Clinton was acquitted by the

Senate and thus allowed to remain in office,
the ordeal exhausted both his political capital
and his resolve to tackle major reforms. Clinton
would not spearhead any major legislation
during the remainder of his term. The Social
Security time bomb would be passed along to
a successor.  A vital opportunity had been
squandered.

In his 2002 book The Natural: The Misun-
derstood Presidency of Bill Clinton, Joe Klein, after
many hours of conversations with the former
president, drew the following conclusion:

The Lewinsky scandal had a powerful,
if usually overlooked, impact on the
substance of Clinton’s last two years in
office as well. When I asked the President
what he might have accomplished absent
the scandal, he said that he wasn’t sure.
When pressed, Clinton acknowledged
that he might have been able to reform
the Social Security and Medicare systems
if the Republicans—and the media—
hadn’t been provided with an alternative
form of diversion in 1998 and 1999. In
fact, Clinton was poised, at the moment
he delivered his “Save Social Security
First” challenge in the 1998 State of the
Union message, to do something few
presidents ever had: to end his second
term with a valedictory surge of signifi-
cant accomplishments. He had tamed
the Republican Congress. There were
huge budget surpluses to play with.
“Both parties were behind the curve
on the big issues,” said Bruce Reed, Clin-
ton’s domestic policy advisor. . . .“We
could have added a private-investment
option on to Social Security benefits.”

As one journalist stated, Clinton sacrificed
“an enduring legacy when he had an affair

with Lewinsky, the young White House
intern. Liberal Democrats were opposed
to his pension changes, so to get their support
to avoid impeachment, Clinton postponed
the package of reforms.”

Three Clinton advisers—Douglas W.
Elmendorf, Jeffrey B. Liebman, and David
W. Wilcox—would later write a paper con-
firming that the possibility existed and that
the impeachment destroyed it. As Glenn
Kessler summarized it in the Washington
Post: “In 1998 President Clinton and his eco-
nomic advisers spent 18 months secretly
discussing the elements of a plan to add indi-
vidual investment accounts to Social Security,
but abandoned it when it became clear the
president would be impeached, according
to a paper by three former administration
officials that will be presented today at a
Harvard conference.” 

As in a Greek tragedy, Clinton’s failure
to reform Social Security can be explained
in terms of his tragic flaw. Clinton was
undoubtedly an extremely gifted politician
and a very intelligent man, but regrettably
he was not a statesman willing to sacrifice
earthly pleasures for a lasting legacy. It was
proven that he did not belong, in the immortal
words of Lincoln, “to the family of the lion,
or the tribe of the eagle.”

It is astounding how our human imper-
fections can have unintended consequences
of enormous importance. As I traveled back
all night to my country in those early months
of 1999, knowing full well that though the
seed had been planted the flower would
not bloom during the Clinton presidency,
I kept coming back to the achingly beautiful
words that Shakespeare gave Hamlet:

Blest are those
Whose blood and judgment are so well 
commingled,
That they are not a pipe for fortune’s finger
To sound what stop she please. Give me that 
man
That is not passion’s slave, and I will wear 
him
In my heart’s core, ay, in my heart of heart…n

Clinton’s failure 
to reform Social 
Security can be 

explained in terms 
of his tragic flaw.

”
“
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I
n the last 50 years or so, we’ve tripled
our income, reduced child mortality
by two-thirds, and increased lifespan
by a third. We should get our minds

around why that happened, why it happened
in thisgeneration, and why it’s possible for it
to happen to human beings and not to rab-
bits and rocks. Of course, the answer is in-
novation. But then the question becomes:
Where does innovation come from?

Innovation comes from the combination
and recombination of existing ideas. That’s
a very similar process to the combination
and recombination of genes, which pro-
duces the raw material for biological evolu-
tion. But in biological evolution, you then
have a process of selection where the envi-
ronment selects some of the combinations
over others. Is that happening in human so-
ciety? Well, of course it is, because some of
the combinations that inventors come up
with don’t get accepted and others do. The
closer you look at the way innovation works
to change society, the more it looks like bio-
logical evolution. 

I wanted to see how far I could take that
idea—whether I could turn everything onto
a procrustean bed of Darwinism. (Pro-
crustes, as you remember, stretched his
guests so they fitted the bed that he made

them stay on.) That’s what this book is trying
to do—and I’ve kind of been working up to
this all my life, in a way.  John Tierney told
me, “Well, now that you’ve written a book
called The Evolution of Everything, there’s
nothing left to write about.” Unless I can
write The Evolution of a Few Things I Forgot to
Mention, which is possible. 

I think Darwin’s idea of evolution
through natural selection is one of the great
ideas that human beings have ever come up
with, and it’s counterintuitive. When we
look at the natural world, we see design, we
see purpose, we see function. You can’t look
at the structure of the human eye and not
conclude that it was designed for seeing.
And yet, Darwin says that it got that way
spontaneously and without ever having a
goal in mind. 

I’m arguing that the same is likely to be
true of society. When we find really well-
functioning human institutions or human
technologies, we should consider the possi-
bility that they have emerged without a plan,
in a bottom-up way, rather than through top-
down command and control. And therefore,
Darwin’s version of evolution by natural se-
lection in genetic systems is the special the-
ory of evolution—rather like special relativity
was the special theory of relativity—and

there’s a general theory of evolution that we
should look at. Evolution happens every-
where, and what happens in human societies
is much more incremental, much more grad-
ual, than we tend to assume. Society doesn’t
change in great big jumps. When you look at
it closely, it tends to be a case of moving to
the adjacent possible step: you take one step,
and then you move to the next. It shows de-
scent with modification, so you can trace the
family tree of an idea or a technology from
its ancestors, just as you can with a biological
creature. And there’s something inexorable
about it: it moves forward whether we like it
to or not. 

Of course, crucially, if you’re going to
have an evolutionary system there must be
an element of trial and error. In biological
evolution there has to be mutation and se-
lection in which the bad combinations of
genes get rejected and the good ones get ac-
cepted. And that must be the case in societal
change if you’re going to have an evolution-
ary change. So the question is, do we see trial
and error? Do we see human beings, when
they’re trying to change a technology or an
institution or a system, trying different
ideas, some of which succeed and some of
which don’t? I would argue that yes, we do—
the closer you look at how things change in
human society, the more trial and error you
find. Just a little example: in the first few
decades of airplanes, there’s a ferment of ex-
perimentation in how you design the tail or
the wings, how many wings you have,
whether you have the propeller in the front
or in the back. There are all sorts of different
designs which are tried, some of which sur-
vive and some of which don’t. 

The corollary of this is that we’re not rec-
ognizing that evolution is the way in which
society changes. We are creationists. Now
it’s certainly true that there are top-down
things in the world. There are individuals

P O L I C Y  F O R U M

LIBERTARIANS KNOW ALL TOO WELL that governments place mis-
guided faith in central planning. But could it be that top-down sys-
tems are equally irrelevant in numerous other aspects of society—like
science and innovation? Matt Ridley, the author of the best-selling
book The Rational Optimist: How Prosperity Evolves, came to the Cato
Institute this fall to discuss his new book, The Evolution of Everything:
How New Ideas Emerge, in which he argues that, in more ways than
we realize, human society is driven by inexorable forces akin to bio-
logical evolution. 

The Evolution of Everything 
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who make a difference in history. But I think
that we have erred on the side of thinking
that things are more top-down than they are. 

The book is full of anecdotes of things
that have changed in an evolutionary way in
human society. Take music—there’s a contin-
ual evolution of music. There are certain
people who get called “revolutionaries” in
music, but when you look at it, they’re build-
ing on what came before: the Beatles are
building on Elvis Presley, who is building on
blues and rock. You can also see the cross-
fertilization that is characteristic of an evo-
lutionary system, where two types of music
come together and swap ideas and come up
with a third. You can see descent with mod-
ification in music very clearly. 

Gods are another thing that evolve. In
the Bronze Age, gods were vengeful and
petty tyrants who got very upset if you of-
fended them, and had really rather mundane
concerns in their lives. Now they’re disem-
bodied spirits of benevolence, and there
tends to be only one of them. That’s a change
that you can see gradually coming through
history at different times and in different
places.

You can trace the history of governments
pretty clearly as a gradual evolutionary thing.
They evolve out of protection rackets. Gov-
ernment starts as somebody asserting a mo-
nopoly of violence on society, saying, “Look,
instead of us all fighting each other, I’m
going to be the one with the weapons and
the rest of you are not, but that’s all right, be-
cause there will be peace.” Of course govern-
ments move on and become very different
things, and they start providing other serv-
ices, and eventually they come up with wel-
fare states and so on. 

I would argue that these phenomena are
the product of human action, but not of
human design—a phrase from the 18th-cen-
tury Scottish philosopher Adam Ferguson,
who said there’s a whole category of things
out there that are not designed, and they’re
not natural objects either, they are some-

where in between. They’re man-made in the
sense that clearly human beings were in-
volved in their creation, and yet there’s no
sense in which they were designed. The
clearest example of that, I think, is the Eng-
lish language. When you think about it, the
English language is clearly man-made, it’s
not a natural phenomenon, and it’s full of

rules, it’s full of structure, it’s full of order, it’s
extremely complex, it’s got a beautiful fit be-
tween form and function, and yet it’s ridicu-
lous to say that it was designed by anyone or
that it’s run by anyone. There is no chief ex-
ecutive of the English language, thank good-
ness. There is no central committee. There
is no constitution of the English language,
and it’s full of rules that we all obey but we
don’t even know half the time. 

In the book, I go back 2,000 years to try
to find the first person who really sees this
clearly, and I fasten on Lucretius, the Roman
poet, who died in the middle of writing his

only poem, as far as we can tell, because it
ends rather abruptly. The poem is called De
Rerum Natura, On the Nature of Things. It had
an enormous influence on later history, par-
ticularly on Thomas Jefferson—he had five
different copies of it in his library. The poem
disappeared for about 12 centuries because
the Christian church didn’t like it—it’s a very
atheistic poem, it says there’s no such thing
as gods or spirits, and it’s unbelievably mod-
ern in some ways. He says that the world
consists of atoms and voids. Nothing else,
there’s just atoms and voids— there’s no spir-
its, there’s no essences, and a living creature
is made of atoms and voids just as a non-liv-
ing creature is atoms and voids, it’s just
they’re different combinations. Now we
know that’s true—how he knew that 2,000
years ago, it almost boggles the mind to un-
derstand. And in places he gets terribly close
to sounding like Charles Darwin and
Richard Dawkins.

But jump forward to 1759, the year in
which Adam Smith publishes The Theory of
Moral Sentiments—exactly a century before
Darwin publishes On the Origin of Species—
and you find the same idea. He says that
morality emerges from the way we interact
with each other as ordinary people. It does-
n’t emerge from priests telling us what to
do. We don’t need to be told what’s right
and wrong, we work it out for ourselves. We
calibrate our behavior according to how
people react to us. If we go around killing
people and people lock us up for doing it,
we learn that that’s a bad thing to do. Essen-
tially you can have different versions of
morality in different societies according to
how people are getting feedback for their
behavior. Smith then goes on to write the
Wealth of Nations and make very much the
same sort of point about the economy, that
it’s an emergent phenomenon, that it’s
driven by an “invisible hand”—a phrase that
he uses in both Moral Sentiments and Wealth
of Nations—and that it is not possible to plan
the economy of a country or a city, it

MATT RIDLEY

“We have erred on 
the side of thinking
that things are 
more top-down 
than they are.

”
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emerges through supply and demand, and
trial and error, and the price mechanism. 

I just want to say something parentheti-
cally at this point, which is that to say soci-
ety evolves and technology evolves and
culture evolves is not social Darwinism. It’s
the very opposite. Social Darwinism was es-
sentially the 19th- and early 20th- century
idea that we need to help biological evolu-
tion happen by telling people who they can
marry and who they can’t marry, whether
they should be sterilized or not, and even-
tually telling people whether they should be
killed or not. It’s about helping social
progress through assisting biological evolu-
tion, and I’m saying quite the opposite: that
we should encourage ideas to die so that
people don’t have to die, essentially. 

One consequence of this way of looking
at society is that it’s very skeptical of the
Great Man Theory of history. The Great
Man Theory is that history is caused by
great men rather than great men are caused
by history. Clearly there can be huge top-
down influences on history from individu-
als. We have Mao, we have Stalin, we have
Hitler and others to show us that. But I
think it’s true, as Lord Acton said, that great
men are usually bad men. It’s much easier to
take history by the scruff of the neck and
change it in a bad direction than in a good
direction.

And if I’m skeptical of the Great Man
Theory in history, although I’ll admit they
do exist, I’m even more so when it comes
to technology. Thomas Edison invented
the light bulb in the 1870s—so did 22 other
people, in the same decade, independently.
In Britain we give the credit to Joseph
Swan. He came from the town I come
from, Newcastle, so we’re very firm in
Newcastle that Edison is a fraud and
Joseph Swan deserves all the credit. In Rus-
sia they say it was Alexander Lodygin who
invented the light bulb. And of course,
everybody’s right—the point was the light
bulb was a ripe idea by the 1870s; it was the

next possible step to take. The technology
was all in place to produce the idea of a light
bulb, and it’s inconceivable that if Edison
hadn’t existed we wouldn’t have light bulbs.
And that’s true of almost every invention
you can think of. Think of the search en-
gine, one of the great innovations of my
lifetime.  It is as important to my genera-

tion as the steam engine was to the 18th
century, and yet if Larry Page had never
met Sergey Brin, do we think we would not
have search engines now? In fact there
were about 20 search engines on the mar-
ket when Google was founded in 1994. It’s
just that Google came up with the best one
and managed to sweep the pool. This is
true of scientific discovery too: Charles
Darwin hit on the idea of evolution, and
then so did Alfred Russel Wallace a few
years later. It is because Wallace was about
to scoop him that Darwin rushed into
print. Even Einstein, who tends to stand
out as being a unique genius who saw things
that nobody else did—had Einstein fallen
under a tram in Switzerland before he got
to special relativity, Hendrik Lorentz would
have come up with it.

Kevin Kelly documents in his book,
What Technology Wants, that we know of six
different inventors of the thermometer,
three of the hypodermic needle, four of vac-
cination, four of decimal fractions, five of
the electric telegraph, four of photography,
three of logarithms, five of the steam boat,
six of the electric railroad. I’m not saying
scientists and inventors don’t matter, clearly
they do. But I am saying that there’s an in-

exorable, inevitable, evolutionary nature to
this. And the more you look at innovation,
the more what really counts is ordinary peo-
ple interacting, not one or two geniuses.  

The best example of this that we’ve got
in front of us today is the internet. The in-
ternet is clearly something that is the result
of human action but not of human design,
in the sense that nobody had a plan for it,
nobody’s in charge of it to this day, there is
no central committee, thank goodness, al-
though people keep trying to be in charge
of it. And it doesn’t originate in a couple of
brilliant individuals. Sure you can give Tim
Berners-Lee or Vint Cerf credit for certain
parts of it, but they’re pretty dispensable in
the sense that if they hadn’t been there
somebody else would have come up with
these technologies. And yes it came out of
government to some extent, but it also
came out of industry, it came out of ordi-
nary people on networks.  

I want to end with one clear story of an
evolutionary system versus a command-
and-control system, and that’s China’s one-
child policy which recently came to an end.
The “demographic transition” is the reduc-
tion in the birth rate that happens all
around the world when people get a little bit
more prosperous and better-educated and
somewhat healthier. Once child mortality
drops, people plan smaller families and they
invest in quality rather than quantity of
kids. It’s happened on pretty well every con-
tinent, and it’s happening in Africa at the
moment.

But China decided that it wanted to do
a top-down transition instead, and the one-
child policy was both futile and inhumane.
It was futile because it genuinely didn’t
work. The Chinese birthrate fell more in
the 10 years before the policy came in than
in the 10 years after, which is truly remark-
able when you think about it. We should
learn to be more suspicious of top-down
plans, but also of top-down interpretations
of how the world works n

“The more you 
look at innovation, 
the more what really
counts is ordinary 
people interacting.

”
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Life in the Time of Surveillance

“T his is the age of maximal surveillance,” says Bruce
Schneier—the so-called “security guru” who spoke at

Cato’s Second Annual Surveillance Conference in October. Sur-
veillance is now ubiquitous and virtually unescapable for those who
wish to enjoy the conveniences of modern life. And while the gov-
ernment downplays the importance of its access to citizen’s meta-
data, as Schneier observed, this data is about us—everything about
us. “Metadata reveals who we are,” he said. “Google knows more
about me than I know—because Google remembers better.”

Throughout the day-long conference, experts from around the
country discussed the perils of national and global surveillance, as
well as prospects for encryption and other tools to protect privacy
in an ever-changing technological landscape. Sen. Patrick Leahy
(D-VT), a longtime proponent of surveillance reform in Congress,
lauded the passage of the USA Freedom Act, a reform bill first
introduced at Cato’s surveillance conference in 2013 and signed
into law in 2015. He particularly praised Cato’s role as a consistent
champion for privacy rights. “I want to thank the Cato Institute,”
he said. “You worked very hard on this—when we had people start-
ing to back away, you helped give them courage.” 

Sen. PATRICK LEAHY (D-VT) and former federal judge PATRICIA
WALD (right), a member of the Privacy & Civil Liberties Oversight
Board (PCLOB), spoke at the Second Annual Surveillance Confer-
ence. New York Times reporter CHARLIE SAVAGE (bottom) moderated
a discussion on the NSA. 

Immigration from 1965 to 2015

F ifty years ago, President Lyndon B. Johnson signed the Immigra-
tion Act of 1965—a defining component of the American legal

immigration system. Its passage meant that, after years of discrimina-
tory Progressive Era immigration policies, immigrants from Western
Europe no longer had legal preference over immigrants from places
like Asia and Eastern and Southern Europe. At the same time, how-
ever, the Act introduced new limitations on immigrants from coun-
tries like Mexico and Canada. To commemorate the anniversary of
this law, Cato hosted a conference, “Fifty Years after Reform: The Suc-
cesses, Failures, and Lessons from the Immigration Act of 1965.” 

Rep. Ruben Gallego (D-AZ), the son of immigrants from Colom-
bia and Mexico, opened the morning by praising immigration as an
engine of economic growth. Jim Gilmore, a 2016 Republican presi-
dential candidate and former governor of Virginia, warned that de-
porting all illegal immigrants would require turning America into a
“police state.” And Bill Richardson, the former governor of New
Mexico, called for expanding visas for high-skilled workers. “While
American businesses try to adapt and grow amidst economic and
technological revolutions, our outdated immigration policies are
holding us back from our full potential,” he said.   

ERIKALEE, the director of the Immigration History Research Cen-
ter, analyzed the impact of the Immigration Act of 1965 on Asian
Americans. Former New Mexico governor BILLRICHARDSON (left)
and JIMGILMORE, a 2016 presidential candidate and former gover-
nor of Virginia, both called for immigration reform. 

C A T O E V E N T S



January/February 2016 CATO POLICY REPORT • 13

SPEECHES FROM ALL OF THESE CONFERENCES CAN BE VIEWED ONLINE AT WWW.CATO.ORG/EVENTS/ARCHIVES.

Evaluating the TTIP

“I t’s been quite a year for trade policy,”
Cato’s Dan Ikenson remarked at the

beginning of Cato’s conference, “Will the
Transatlantic Trade and Investment Part-
nership Live Up to Its Promise?” “I think we
are about to embark on a robust debate in
the United States about the TTIP.” Cato’s
conference helped prime for that debate,
featuring leading trade experts who ana-
lyzed TTIP’s status and geopolitical impli-
cations. The day opened with a keynote
address from Shawn Donnan of the Finan-

cial Times, who predicted that the deal may
prove difficult to get through the Obama
administration. Despite the fact that nego-
tiations began in 2013, he said, “A lot of the
conversations feel like they’re just getting
started.” The conference, which was broad-
cast on C-SPAN, continued with discus-
sions of what is at stake in the negotia-
tions—from GMO regulations, to labor and
environmental standards, to intellectual
property issues. 

Speakers including Michelle Egan, a pro-
fessor at the American University’s School of
International Service, and Swedish econo-
mist Fredrik Erixon, succinctly explained
some of the complex issues under negotia-
tion, like standards-related trade barriers and
TTIP’s effect on global trade policy. The par-
ticipants also wrote essays on crucial aspects
of TTIP, all of which are available online at
www.cato.org. 

Rethinking Monetary Policy

T his year’s 33rd Annual Monetary Conference, attended by over 200 people, was
the first hosted by Cato’s new Center for Monetary and Financial Alternatives—

a center dedicated to moving monetary and financial regulatory policies toward a
more rules-based, free-market system. The conference featured distinguished speak-
ers like St. Louis Fed president James Bullard, Richmond Fed president Jeffrey Lacker,

and Stanford economist John B. Taylor. 
Bullard gave the opening address, in

which he argued that a stable interest rate
peg is “a realistic theoretical possibility.”
Claudio Borio of the Bank for Interna-
tional Settlements, whom The Economist
has called “one of the world’s most
provocative and  interesting monetary

economists,” proposed challenging some of the “deeply-held beliefs” of monetary pol-
icy, including the idea that monetary policy is “neutral,” or that deflations are always
disastrous. Rep. Bill Huizenga (R-Mich.), who chairs the House Financial Services Sub-
committee on Monetary Policy and Trade, discussed his legislation requiring the Fed
to adopt an explicit policy rule, among other reforms. “The Fed ultimately must be ac-
countable to the people’s representatives, as well as to the hard-working taxpayers
themselves,” he said. 

Preparing for the UN’s Climate 
Change Conference

J ust before November’s highly anticipated gathering of world leaders in Paris for
the United Nations Climate Change Conference, Cato hosted its own confer-

ence: “Preparing for Paris: What to Expect from the U.N.’s
2015 Climate Change Conference.” Speakers discussed
what is at stake in Paris, where leaders will attempt to nego-
tiate a climate change agreement; the potential legal impli-
cations of such an agreement; as well as the latest scientific
developments in climate science. “There is increasing evi-
dence that the threat from global warming is overstated,”
said Judith Curry of the Georgia Institute of Technology.
She denounced the “stifling” of more moderate positions
on the effects of climate change, saying that anyone who diverges even slightly from
the Intergovernmental Panel on Climate Change consensus is considered a “denier.”

Richard Tol of the University of Sussex, whom Cato’s Pat Michaels called the “pre-
eminent environmental economist in the world,” delivered the keynote address, in
which he predicted that not much will happen in Paris. “For the last 20 or 25 years,
governments have tried to reduce greenhouse gas emissions,” he said—to little suc-
cess. “We should be dismayed,” he said, that so much money has been wasted on these
efforts.
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A t a Cato forum, TATIANAVALOVAYA, a minister of the Eurasian Economic Commission, discussed the Eurasian Economic
Union, a customs and economic union among Armenia, Belarus, Kazakhstan, Kyrgyzstan, and the Russian Federation,

which took effect in January 2015. Valovaya argued that the union will provide economic liberalization and spur a healthy 
“competition of jurisdictions” between the member states. 

J udge ALEXKOZINSKI of the Ninth Circuit Court of Appeals (right) has been a fierce critic of the American criminal justice
system in recent years, while Judge J. HARVIEWILKINSON III of the Fourth Circuit Court of Appeals (left) contends that,

overall, our system works relatively well. In November, the two judges participated in a Cato debate on whether the system
needs an overhaul. 
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A t Cato’s conference, “Will the Transatlantic Trade and Investment Partnership
Live Up to Its Promise?” SUSANAARONSONof George Washington University,

AXELBERGERof the German Development Institute, and MARJORIECHORLINS of the
U.S. Chamber of Commerce (left to right) debated the complex issues involved in the
negotiations, including environmental regulations and production standards. 
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Costs and Benefits in the
War on Terror
Since 9/11, the U.S. government has poured a breathtaking amount of resources

into investigating suspected terrorism operations within the United States. A
key component of these investigations is known as “ghost-chasing”—the thousands
of leads and tips investigated daily, and classified as “threats,” despite the fact that
only one in 10,000 fails to be false. 

These efforts are often criticized on the basis of civil liberties abuses. But, con-
vinced that terrorism is an “existential” threat, many people are perfectly comfort-
able overlooking these abuses. In their new book, Chasing Ghosts: The Policing of Ter-
rorism, Cato’s John Mueller and Mark G. Stewart of the University of Newcastle,
Australia, take aim at the very premises of U.S. counterterrorism operations. Is ter-
rorism truly a significant threat? Are most would-be terrorists actually skilled
enough to pull off an attack? Is it true that we can “never be safe enough”? Mueller
and Stewart examine the methods of the FBI, National Security Agency, the Depart-
ment of Homeland Security, and local policing agencies, revealing the government’s
exaggerated claims about the “threats” they divert. The question, they write, is not
whether any real terrorists exist—but whether the chase is worth the cost.

You Might Be a 
“Lukewarmer” If . . . 
When it comes to global warming, most people think there are two camps:

“alarmist” or “denier” being their respective pejoratives. Either you acknowledge
the existence of manmade climate change and consider it a dire global threat, or you
deny it exists at all. But there’s a third group: the “lukewarmers.” As Cato scholars Pat
Michaels and Paul C. Knappenberger write in their new ebook, Lukewarming: The New
Climate Science that Changes Everything, “Lukewarmers believe the evidence of some
human-caused climate change is compelling, but it is hardly the alarming amount pre-
dicted by models.” 

Lukewarmers are skeptical that government pacts, like those sought at the 2015 Unit-
ed Nations Climate Change Conference in Paris, will do much to temper climate
change’s effects. They also tend to question the incentive structure of climate science,
where scientists are vying for millions of dollars of government funding—meaning that
any proposal that global warming’s effects have been overforecast “threatens to derail
everyone else’s gravy train.” This, they argue, has brought about “a systemic distortion in
the direction of alarmism.” Lukewarmingtells a different story—one that ends with opti-
mism. “Lukewarmers know,” they write, “that economic development is the key in adap-
tation to the vagaries of weather and climate, even climate change induced by people.”   

VISIT CATO.ORG/PUBLICATIONS, ONLINE RETAILERS, OR BOOKSTORES NATIONWIDE.

AVAILABLE EXCLUSIVELY AS AN EBOOK. VISIT STORE.CATO.ORG/BOOKS TO PURCHASE.
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Property Rights after Kelo
When Cato published the first edition of Cornerstone of Liberty: Property Rights in

21st Century America, the infamous Supreme Court case of Kelo v. New London
had only recently been decided, declaring that the government can seize private prop-
erty by eminent domain under a broad definition of “public use.” In the decade since,
by one estimate, the government has taken over a million homes from their owners. 

Cato adjunct scholar Timothy Sandefur of the Pacific Legal Foundation and
his wife Christina, vice president for policy at the Goldwater Institute, set out to
revise the book for its second edition–but, as they write, “So much has happened
in the years after Kelo that what started as a simple update to this book became a
complete renovation.”  

As in the first edition, the Sandefurs narrate the heartrending stories of Ameri-
cans forced from their homes, explaining along the way how property rights
became eroded. But this updated edition also contains a wealth of new material on
the ever-changing threats to property owners. The Sandefurs conclude by examin-
ing the backlash from Kelo and suggesting a new path forward. As Washington Post
columnist George Will wrote, “Not since Babe Ruth and Lou Gehrig has there
been a one-two punch quite like Timothy and Christina Sandefur. Both lawyers.
Both authors. Both helping shape the country.” 

Paving the Path to Growth
“I f you could wave a magic wand and make one or two policy or institutional changes

to brighten the U.S. economy’s long-term growth prospects, what would you change
and why?” Brink Lindsey, Cato’s vice president for research, posed this question to
51 prominent economists and policy experts for his ebook Reviving Economic
Growth. 

Their ensuing essays constitute a “brainstorming” session from an eclectic
group of contributors, featuring libertarian, progressive, and conservative per-
spectives. “By bringing together thinkers one doesn’t often see in the same publi-
cation,” writes Lindsey, “my hope is to encourage fresh thinking about the daunt-
ing challenges facing the U.S. economy—and, with luck, to uncover surprising
areas of agreement that can pave the way to constructive change.”

In a second ebook, Understanding the Growth Slowdown, Lindsey and his con-
tributors dive yet again into the pressing questions surrounding the disappointing
performance of the U.S. economy in recent years. Lindsey asks whether this could
be more than a temporary trend, but rather the “new normal”—and if so, why.
“The U.S. economy is a phenomenon of mind-boggling complexity,” Lindsey
observes. These collected essays don’t aim to provide all the answers, but to pro-
voke new ideas—without which an economic revival will certainly not be possible. 

VISIT STORE.CATO.ORG/BOOKS, ONLINE RETAILERS, OR BOOKSTORES NATIONWIDE.
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A
mid recent calls for law
enforcement reform, propos-
als for police body cameras
have become the policy du

jour. But, as Cato policy analyst Matthew
Feeney warns in “Watching the Watch-
men: Best Practices for Police Body
Cameras” (Policy Analysis no. 782), “By
themselves, body cameras are not a police

misconduct panacea.”
Feeney argues that,
without proper poli-
cies in place, body
cameras could easily
violate citizens’ priva-
cy and prove a much
more costly and com-
plex tool than general-

ly realized. While acknowledging that there
cannot be any one-size-fits-all set of body

camera policies for every police department,
Feeney outlines several best practices to help
agencies deal with the “unique challenges”
body cameras pose, in terms of privacy, costs,
and accountability. He tackles questions like
who should have access to the footage, under
what circumstances it should be released,
and what information should be redacted,
given that body cameras will inevitably cap-
ture sensitive personal information. 

WEALTH INEQUALITY’S EFFECT 
ON GROWTH

In their research brief, “Does Wealth
Inequality Matter for Growth? The
Effect of Billionaire Wealth, Income
Distribution, and Poverty” (Research
Briefs in Economic Policy no. 36), Sutirtha
Bagchi of Villanova University and Jan Sve-
jnar of Columbia University pursue what

they call a “central question” of the social
sciences: does inequality in control over a
society’s resources help or hinder econom-
ic growth? Bagchi and Svenjar contribute a
number of new findings, including that it is
wealth inequality, rather than income
inequality or poverty, that is significantly
related to economic growth. They also dis-
cover that the source of inequality mat-
ters—politically connected wealth inequal-
ity, where the wealthy obtain their status
through cronyism, appears to have a statis-
tically significant, negative relationship
with economic growth, while politically
unconnected wealth inequality does not. 

NO FREE LUNCH FOR EITC
The earned income tax credit (EITC), an
anti-poverty program that encourages recip-
ients to work, has gained bipartisan support

TheMythof theMagicBullet
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in recent years. It is primarily a spending pro-
gram, which has grown massively over the
course of the last few decades and is project-
ed to provide $69 billion in benefits to 28 mil-
lion recipients in 2015. But, as Cato’s director
of tax policy studies Chris Edwards and
adjunct scholar Veronique de Rugy write in
“Earned Income Tax Credit: Small Bene-
fits, Large Costs” (Tax and Budget Bulletin
no. 73), “Alas, there is no free lunch with sub-
sidy programs.” They find that the EITC has
“a high error and fraud rate, and for most
recipients it creates a disincentive to increase
earnings.” Meanwhile, it imposes a $60 bil-
lion cost on other taxpayers. Edwards and de
Rugy unpack how the program encourages
people to reduce their working hours, while
also finding the program extremely complex
and “an easy target” for fraud. 

CONSUMERS AND FUEL ECONOMY
It is often believed that consumers under-
value energy efficiency. This is problematic
for those who propose a gasoline tax as a
more market-friendly way to limit green-
house gas emissions, as opposed to regula-
tory schemes like fuel economy standards.
In “Do Consumers Recognize the Value
of Fuel Economy?” (Research Briefs in
Economic Policy no. 38), James M. Sallee of
the University of California–Berkeley, Sarah
West of Macalester College, and Wei Fan of
the Wei Fan RVI Group present unique
research to counter these assumptions.
They examine data on used-vehicle pur-
chases, comparing the prices of cars that are
identical except for their odometer read-
ings. They repeat this experiment at differ-
ent times of the year, to account for varia-
tions in the price of gasoline. “What is clear
from our results, in conjunction with the
existing literature, is that the assumption
that consumers place a zero value on fuel
economy is indefensible,” they write. 

A GAME OF CHICKEN
For quite some time, the United States and
South Africa were embroiled in a heated

dispute over chickens. It all began 15 years
ago, when South African authorities
accused American poultry farmers of
“dumping” chicken meat in South Africa by
selling it at unfairly low prices. They
imposed antidumping tariffs, which
required American producers to pay

extremely high duties.
This, in turn, effec-
tively blocked them
out of the market.
Only in June did the
countries finally come
to slightly better
terms, establishing an
import quota of chick-

en that the U.S. can sell in South Africa
before the duties kick in. “The dispute aptly
demonstrates the need for new internation-
al rules to rein in abusive antidumping prac-
tices,” writes Cato trade policy analyst K.
William Watson in “Antidumping Fowls
Out: U.S.–South Africa Chicken Dis-
pute Highlights the Need for Global
Reform” (Free Trade Bulletin no. 62). 

COMPULSORY LICENSING 
AND INVENTION 

Do policies that weaken intellectual proper-
ty rights discourage invention? On the one
hand, some—like pharmaceutical firms—
claim that weakening intellectual property
rights discourages invention by making it
more difficult for investors to recoup their
investments in research and development.
But at the same time, weaker intellectual
property rights allow other inventors to build
on patented ideas. In “Does Compulsory
Licensing Discourage Invention? Evi-
dence from German Patents after World
War I” (Research Briefs in Economic Policy
no. 37),  Joerg Baten of Eberhard-Karles Uni-
verstaet, Nicola Bianchi of Northwestern
University, and Petra Moser of New York
University examine how inventors respond
to compulsory licensing—a means of weak-
ening intellectual property rights by allowing
developing country governments to license

foreign-owned patents to local firms without
the consent of foreign patent owners. 

THE TROUBLE WITH QE
In an attempt to counter the 2007–09
recession, the Federal Reserve implement-
ed the Large Scale Asset Purchase program,
better known as quantitative easing (QE).
This was supposed to stimulate the econo-
my by reducing yields on particular assets.
In“Requiem for QE,” (Policy Analysis no.
783), Daniel L. Thornton, the former vice
president of the Federal Reserve Bank of
St. Louis, examines the consequences of
this strategy, arguing that “Ultimately, QE
did little good and likely sowed the seeds
for future economic problems.” He makes
that case that quantitative easing had unin-
tended consequences, including redistrib-
uting income away from people on fixed
incomes and toward wealthier investors.
“Other problems may yet materialize,” he
warns. “Had QE occurred earlier and
focused on increasing the overall supply of
credit, the financial crisis of 2007–08 and
the subsequent recession might have been
less severe,” Thornton writes. 

UNCERTAIN TIMES 
In the wake of the global financial crisis,
concern has grown over the effect of eco-
nomic policy uncertainty on the economy.
In “Measuring Economic Policy Uncer-
tainty” (Research Briefs in Economic Pol-
icy no. 39.), Scott R. Baker of Northwest-
ern University, Nicholas Bloom of Stan-
ford University, and Steven J. Davis of the
University of Chicago develop an index of
economic policy uncertainty and use it to
examine the evolution of this uncertainty
over time. Their index, built from newspa-
per archive data, reflects the frequency
with which terms like “economic” and
“uncertainty” appear together in leading
newspapers, along with terms like “con-
gress” or “deficit.” They then use the
indices to assess the effects of policy uncer-
tainty on the economy. n



IT’S ALWAYS SOMETHING
Previous generations fretted about the
world having too many people. Today’s
problem is too few.

This reflects two long-established trends:
lengthening lifespans and declining fertility.
Yet many of the economic consequences
are only now apparent. Simply put, compa-
nies are running out of workers, customers
or both.
—WALL STREET JOURNAL, , 11/23/15

CAREFUL BUDGETING
Two New Mexico state senators are suing
Albuquerque after the city has refused to
stop seizing residents’ cars, despite a law
passed earlier this year ending the practice
of civil asset forfeiture. . . . 

Albuquerque forecasts how many vehi-
cles it will not only seize but sell at auction.
The city’s 2016 budget estimates it will
have 1,200 vehicle seizure hearings, release
350 vehicles under agreements with the
property owners, immobilize 600 vehicles,
and sell 625 vehicles at auction.
—BUZZFEED, 11/18/15

THE ESTABLISHMENT WEEPS
There’s only so much revenue a country
can wring out of an income tax system.
—CATHERINE RAMPELL IN THE WASHINGTON POST,

11/12/15

FOR SOME REASON TRUST IN
GOVERNMENT IS FALLING
U.S. dietary guidelines have long recom-
mended that people steer clear of whole
milk, and for decades, Americans have
obeyed. Whole milk sales shrunk. It was

banned from school lunch programs. Pur-
chases of low-fat dairy climbed. . . .

Whether this massive shift in eating
habits has made anyone healthier is an
open question among scientists, however.
In fact, research published in recent years
indicates that the opposite might be true:
millions might have been better off had
they stuck with whole milk.

Scientists who tallied diet and health
records for several thousand patients over
ten years found, for example, that con-
trary to the government advice, people
who consumed more milk fat had lower
incidence of heart disease.
—WASHINGTON POST, 10/06/15

OK, I GUESS I’M A SOCIALIST
“The next time you hear me attacked as a so-
cialist, remember this,” [Bernie Sanders]
said. “I don’t believe government should
own the grocery store down the street or
control the means of production, but I do
believe that the middle class and the work-
ing families who produce the wealth of
America deserve a fair deal.”
—BOSTON GLOBE, 11/20/15

MAYBE SENATOR DANFORTH
SHOULD READ MORE THAN THE
CLASSIC COMICS VERSION OF
AYN RAND
[Sen. John] Danforth is back with a second
book that argues for what he calls the pos-
itive influence religion can have in politics,
“The Relevance of Religion: How Faithful
People Can Change Politics.”. . . Danforth
reserves special condemnation for the ex-
treme libertarianism that upholds author

Ayn Rand as its patron saint. He calls hers
a “philosophy of egoism that is antithetical
to America’s religious and political tradi-
tions.”
—ST. LOUIS POST-DISPATCH, 10/09/15

BUT BERNIE’S IDEAS COME FROM
THE ’30s
“I come from the ’60s, a long time ago,”
[Hillary] Clinton said at Saturday night’s
CBS presidential debate.
—THE HILL, 11/14/15

THE WORSE OUR PRESIDENTS
GET, THE BETTER THE OLD ONES
LOOK
The tragedy of George H.W. Bush, [biog-
rapher Jon] Meacham concludes, is that
“he seemed a caretaker at a time when
voters were in the market for a dreamer.”
But with George W. Bush and Barack
Obama, voters have awakened from their
dreams. And George H.W. Bush, now 91,
has lived long enough to see himself be-
come the hero.
—CARLOS LOZADA IN THE WASHINGTON POST,

11/13/15

CENTRAL PLANNING IS GROOVY
Every five years in China, man
They make a new development plan! . . . 
There’s government ministers and think
tank minds
And party leadership contributing finds. . . .  
They have to work hard and deliberate
Because a billion lives are all at stake!
—OFFICIAL CHINESE VIDEO PROMOTING ITS LATEST

FIVE-YEAR PLAN, 10/27/15
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