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The Party of Modernity

by David Kelley

s Henry Steele Commager noted in

his Empire of Reason, “It was Amer-

icans who not only embraced the body

of Enlightenment principles, but wrote
them into law, crystallized them into insti-
tutions, and put them to work. That, as
much as the winning of independence and
the creation of the nation, was the Amer-
ican Revolution.”

What were those Enlightenment prin-
ciples? A short list would have to include
reason, the pursuit of happiness, individ-
ualism, progress, and freedom. The culture
of the Enlightenment prized reason and its
products, including science and technolo-
gy; it regarded happiness in this life as
the natural goal of human action; it held
that individuals are the locus of moral val-
ue, with the moral right to live their own
lives and choose their own convictions,
mode of life, personal relationships, and
occupations; it expected and welcomed
continuous progress in meeting human
needs, both spiritual and material; and it
regarded freedom, including the econom-
ic freedom to produce and exchange, as a
core political value.

“Modernity” is the term that histori-
ans use to describe this individualist and
rationalist culture. Modernity accompa-
nied the growth of science, the Industrial
Revolution, and the rise of capitalism and
constitutional democracy. As a culture,
however, it was an intellectual, not a mate-
rial or political, phenomenon. It was the
underlying constellation of beliefs, values,
aspirations, and demands that led people
in the West to alter their way of life pro-
foundly.

David Kelley is executive director of The
Objectivist Center and author of A Life of
One’s Own: Individual Rights and the Wel-
fare State (Cato Institute, 1998).

Federal Reserve chairman Alan Greenspan and Cato Institute chairman William A. Niskanen
reminisce at Niskanen’s 70th birthday party, held at Cato on March 12. James M. Buchanan,
Robert Litan, Mickey Levy, Ben Zycher, and William Poole discussed Niskanen’s career and writings

before a dinner in the Wintergarden. See p. 17.

Modernity and 9/11

America today is still the country that
most fully embodies and symbolizes
modernity. That fact is the deepest source
of our tensions with Europe and our clash
with political Islam. If there were any
doubt about this, the terrorist attacks of
September 11, 2001, should have removed
it. “Nothing is more telling about the
recent terrorist attacks in the United
States than the nature of their targets,”
observed Luis Rubio, general director of
Mexico’s Center for Research for Devel-
opment.

The Twin Towers in New York City
represented the future, modernity,
America’s optimistic outlook of the
world and, more recently, of glob-
alization. The terrorist attacks con-
stitute a direct hit against those val-
ues, which is the main reason why
the whole Western world immedi-
ately rallied in support.
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The Politics of Deceit

eing the CEO of an important think

tank in Washington, D.C., I was

hardly surprised when I received,

not one, but two letters within two
weeks from Sen. George Allen (R-Va.)
asking me to join two very prestigious
organizations. Now the cynics among
you will point to the fact that George’s
signature was printed, not an original.
But U.S. senators are busy people, and
if they have to send their personal let-
ters to a printer, so what?

The point is 'm recognized as a very
important person in this town. In the
first letter, George asked me “to serve as Dinner Co-Chairman
[this being a dinner to honor the president himself] and the Inner
Circle’s personal representative from Falls Church, Virginia.” Per-
sonal representative from my home-
town, mind you. The neighbors will
be green with envy. Surely they did-
n’t receive identical letters.

But it gets better. George writes,
“Candidly, I have been hoping
for a while now that you would
take more of a leadership role.”
Who knew? My very own U.S. sen-
ator has been sitting there trying to
screw up the courage to let me know
he’s been hoping I’d provide the
GOP with a little more leadership.
Such candor is, well, rare in poli-
tics these days. Anyway, George
apparently took his frustration to
Senate Majority Leader Bill Frist
(R-Tenn.) because he goes on to
write, “That’s why Senator Frist
has authorized me to make you an
unprecedented offer.” Here the subject of money is discussed, but
given the unprecedented nature of this arrangement, it’s proba-
bly best that we keep things between George, Bill, and myself.
You understand.

Then comes the second letter from George. This one asks me
to become a member of the Republican Presidential Roundtable.
He writes, “You are being invited to join this prestigious organ-
ization because of your involvement and your commitment to
our Party. Congratulations.” I’ll say congratulations are in order.
Turns out that membership in the Republican Presidential Round-
table is “by invitation only and strictly limited.” And as luck
would have it, George writes that he is “pleased that we currently
have a few spaces available in Virginia.” Be still my heart!

There’s more. You know that next year is when the presiden-
tial nominating conventions take place? Well, Sen. Allen will per-
sonally keep me, as a Roundtable member, “fully briefed on the
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President’s Message

% Congress is entrusted with
a solemn obligation under the
Constitution to preserve our
American heritage of liberty.
It is a serious responsibility
that should be undertaken by
honorable men and women.
Yet politics in America is
drenched in dishonesty.*”

details of the Convention as they become available.” Can you
imagine? A man as important and powerful as George Allen is
willing to take the time out of his busy schedule to keep me ful-
ly briefed. Of course, with the convention a year and a half away
one might hesitate to pony up $5,000 (this apparently is not an
unprecedented offer so I can let you in on the deal). But such hes-
itation would be ill-advised. “Although these events are over a
year way,” writes George, “I mention this because I cannot guar-
antee that the Presidential Roundtable will be accepting new mem-
bers as we approach the 2004 elections.” Thank God he men-
tioned that. Can you imagine my disappointment if the Nation-
al Republican Senatorial Committee returned my $5,000 check
because there was no more room in the Roundtable?

Okay, enough of this. We all know direct mail is often a dis-
honest business. Many groups inside the Beltway exist solely as
direct mail operations, soaking little old ladies out of their Social
Security checks for some good cause or another and then pouring
all the money into more direct mail.
The cause is ignored while direct
mail operators—liberal, environ-
mentalist, conservative—get rich.

But, really, do national polit-
ical parties have to engage in such
transparent dishonesty? Never
mind that ’'m not a Republican
(proud to be an Independent near-
ly every time a Republican or Demo-
cratic politician opens his mouth).
The reality is that Congress is
entrusted with a solemn obliga-
tion under the Constitution to pre-
serve our American heritage of lib-
erty. It is a serious responsibility
that should be undertaken by hon-
orable men and women. Yet pol-
itics in America is drenched in dis-
honesty. The “trust fund” for Social
Security? Doesn’t exist. But the $20 trillion unfunded liability in
the system does exist, courtesy of dishonest members of Congress
who claimed they were merely borrowing your payroll tax.

I don’t mean to pick on the NRSC (well, yes I do), because nei-
ther party has a monopoly on this upfront, blatant dishonesty.
The letters I received were packed with lies. But they wouldn’t
send them out if people didn’t respond to them. Which is kind of
sad. There are credulous people out there who so believe in the
greatness of America that they can’t conceive of U.S. senators
engaging in such shameless activities.

s

—Edward H. Crane
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Bolick takes school choice from Milwaukee to the Supreme Court

Voucher Wars: School Choice in the Courts

riends of school choice know that the

Supreme Court’s recent ruling in Zel-

man v. Simmons-Harris confirmed that

voucher programs that provide fund-
ing to private institutions—including
sectarian religious schools—do not
violate the First Amendment’s Estab-
lishment Clause, provided that par-
ents, not politicians or bureaucrats,
decide how funds are to be direct-
ed. What many people don’t realize
is that Zelman was not a fluke case
but the culmination of more than
a decade of struggle by a reform
movement comprising some unlike-
ly ideological bedfellows united by
a common commitment to empow-
ering parents and improving Amer-
ica’s schools. Institute for Justice
litigator Clint Bolick tells that
movement’s story in the new Cato
book Voucher Wars: Waging the Legal Bat-
tle over School Choice.

Deftly blending memoir and crystalline
legal reportage, Bolick chronicles his jour-
ney with the school choice movement, from
his days as a fresh-faced law student to the
historic Zelman decision and beyond. He
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describes his beginnings in a small Wash-
ington, D.C., office as “an idealistic young
lawyer with largely unproven ideas, lousy
law school grades, little courtroom experi-
ence, a basement office reeking of mildew,
and almost no
resources at my
disposal.” His first
major education
case came when
teachers’ unions des-
perate to preserve
their monopoly pow-
er mounted a legal
assault on a modest
school choice pro-
gram in Milwaukee,
Wisconsin. Bolick’s
allies in the case pre-
saged the unusual coali-
tions that would come
to characterize the
school choice movement: they were Repub-
lican governor Tommy Thompson, the con-
servative Bradley Foundation, and Demo-
cratic state legislator Polly Williams, who
had worked on Jesse Jackson’s presidential
campaign. It was, as Bolick puts it, “
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dose of Milton Friedman and a dose of Mal-
colm X.” The battle was joined by an alpha-
bet soup of powerful opponents, including
the ACLU, the NEA, and the NAACP—the
last despite 90 percent support for school
choice in Milwaukee’s black community. A
victory in the Wisconsin Supreme Court con-
firmed Bolick’s conviction that, in the courts,
“despite the odds, David could slay Goliath.”

The struggle for choice would not be
without its reversals and defeats. The Insti-
tute for Justice mounted challenges in Chica-
go and Los Angeles, arguing that the fail-
ing school systems there violated state con-
stitutional guarantees of equal and effec-
tive education and that the establishment
of school choice programs was required as
a remedy. Hostile courts beat back both
attempts. After a fight to expand the Mil-
waukee program to include religious pri-
vate schools, the state’s supreme court issued
an injunction halting the program after sev-
eral of the private schools had already start-
ed their years.

Despite those setbacks, the efforts of the
Institute for Justice and its allies had, by
the mid-1990s, attracted the attention of
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Ken Starr and Bill Emmott speak at book forums

On the Hill: Tech, Taxes, Social Security

®February 5: Broadcasters are eager to win
over consumers by offering high-definition
television but skittish about the prospect of
pirates trading high-quality digital content
over the Internet. One proposed solution is
to require the inclusion in media playing
devices of copy protection technology capa-
ble of reading a “broadcast flag” embed-
ded in digital transmissions. Proponents and
opponents of that proposal squared off at
the Cato Policy Forum “Battle over the
Broadcast Flag: The IP Wars and the HDTV
Transition.” The broadcasters’ position was
presented by Andy Setos, Fox Entertain-
ment Group’s president of engineering
and the man most responsible for the devel-
opment of the broadcast flag technology,

Rep. Jeff Flake (R-Ariz.) discusses Congress’s spend-
ing addiction at Cato’s 15th Annual Benefactor Sum-
mit in Naples, Florida, February 28 to March 2.

and Fritz Attaway, executive vice president
of the Motion Picture Association of Amer-
ica, who considered criticisms of the broad-
cast flag in an attempt to “separate fiction
from reality.” Attorney Jim Burger, howev-
er, expressed doubts that the flag would
be effective even if implemented and sug-
gested that studios preempt piracy by mak-
ing reasonably priced content available online
themselves. Mike Godwin of Public Knowl-
edge raised the ominous possibility that
broadcast flag regulations could ultimately
put an end to the open architecture of most
computers as manufacturers began locking
down machines in an attempt to comply
with the new requirements.
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@®February 7: Cato’s director of telecom-
munications studies Adam Thierer and
director of technology policy Clyde Wayne
Crews Jr. gave a rapid-fire survey of hot-
button technology issues and provided their
policy recommendations for the new Con-
gress at a Cato Hill Briefing on “Tech-
nology Policy in the 108th Congress.” The
topics covered included broadband policy,
media ownership, spectrum reform, Sen.
John McCain’s proposal to provide free
airtime for politicians, Internet taxation,
antitrust in the digital environment, pri-
vacy and spam regulation, cybersecurity,
and intellectual property.

#February 11: Judge Kenneth W. Starr dis-
cussed his new book, First among Equals:
The Supreme Court in American Life, at
a Cato Book Forum. He illustrated with
historical examples the Court’s determi-
nation to preserve its status as the final
interpretive authority on the Constitution.
For much of the 20th century, Starr observed,
that determination was expressed through
liberal activism, but “for 10 full years, the
Court has been willing to say, ‘Congress,
you have gone too far.”” Cato scholar James
Swanson praised Starr for providing “clear,
plain-spoken writing” on the Court to a
public seldom attentive to that important
institution.

@®February 12: As editor in chief of The
Economist, Bill Emmott occupies a prime
vantage point from which to observe world
affairs. In his new book, 20:21 Vision:
Twentieth-Century Lessons for the Twen-
ty-first Century, he brings his unique
perspective to bear on the future of liber-
alism, capitalism, democracy, and Ameri-
can leadership. Emmott discussed those
topics, as well as the conflict with Iraq, at
a Cato Book Forum where he suggested
that, despite the pessimism engendered by
economic troubles and tense internation-
al relations, America’s willingness to rise
to those challenges should be grounds for
longer-term optimism.

@February 13: The Cato Institute’s Center
for Educational Freedom sponsored a full-
day conference devoted to the potential of
school choice reforms to help children with

special needs: “School Choice and Spe-
cial Ed: Extending Choice and Opportu-
nity to Children with Disabilities.” In his
keynote address, Assistant Secretary for
Special Education and Rehabilitation Ser-
vices Robert H. Pasternack offered a qual-
ified defense of the current system, struc-
tured by the Individuals with Disabilities
in Education Act. Pasternack pointed out
that parents can now receive public fund-
ing for private schools if they are able to
convince a team of educators that the pub-
lic system is incapable of serving their chil-
dren, though he conceded that frustra-
tion with red tape imposed by the act was
“driving out the best and the brightest”
teachers. Sen. Larry Craig (R-Idaho) was
more critical in his luncheon address but
said that the political power of the educa-
tional establishment and teachers’ unions
made it unrealistic to hope for better than
fitful movement toward greater choice.
Over the course of the day, three expert
panels looked at the problems with the sta-
tus quo, the potential of school choice to
help remedy them, and the lessons to be
learned from a pilot program in Florida
that provides private school scholarships
to special education students.

®February 14: The tax reforms proposed
by the Bush administration have been a
topic of vigorous debate, but all too often
the argument has been conducted at the
level of vague sloganeering. At a Cato Hill
Briefing, “The President’s Tax Cuts for Div-
idends and Personal Saving,” tax policy
experts cut through the slogans to get at
the details. Cato’s director of fiscal policy
studies Chris Edwards examined the plan
to replace 401(k) and IRA accounts with
a range of simpler and more flexible accounts.
American Enterprise Institute scholar Eric
Engen looked at the dividend tax cut and
its likely effects on the cost of capital and
household saving behavior. Cato senior fel-
low Alan Reynolds explained how the
cut would help to eliminate economic
distortions created by the double taxation
of dividends, and Steve Entin, president of
the Institute for Research on the Eco-
nomics of Taxation, walked Hill staffers
through the fundamentals of capital income
taxation.



®February 19-21: Cato Social Security
experts Michael Tanner and Andrew Biggs
gave congressional staffers a three-day
crash course on the beleaguered retirement
insurance program and proposals to reform
it in a series of Capitol Hill Briefings col-
lectively dubbed “Social Security Univer-
sity.” Two of the three sessions were broad-
cast live on C-SPAN. The scholars began
with an introduction to the structure of
Social Security and the demographic trends
that threaten to bring about its collapse.
On the second day, Tanner and Biggs made
the case for private accounts, showing how
reform would return the system to sol-
vency while giving workers greater con-
trol over their retirement income. The final
session examined the problematic alter-
natives to personal accounts and sum-
marized the results of a Zogby Interna-
tional poll on public attitudes toward per-
sonal accounts, which showed that 68 per-
cent of respondents supported plans to
allow workers to invest a portion of their
payroll taxes.

®February 24: “In effect,” said Forbes jour-
nalist Peter Brimelow at a Cato Book Forum,
“the inmates are now running the asylum
in American education.” Brimelow was
referring not to unruly students but to
the powerful unions he calls “teacher trusts”
in his new book, The Worm in the Apple:
How the Teacher Unions Are Destroying
American Education. American schools
will stagnate, he argued, unless legisla-
tors break the influence of the teachers’
unions by revoking such legal privileges as
receipt of a mandatory cut of public school-
teachers’ paychecks and compulsory bar-
gaining powers. He also raised the con-
nection between the unions and school
choice reform, which he said the unions
bitterly oppose because it would under-
mine their monopoly power. Washington
Post education reporter Jay Mathews pre-
dicted that the book’s “rhetorical grenades”
would have a political impact, but Matthews
also questioned whether the union influ-
ence on day-to-day classroom practice was
as significant as Brimelow implied.

®February 24: If you’d asked the average
citizen in the 18th century to name the quin-

Cato scholars Andrew
Biggs and Michael
Tanner bring “Social
Security University” to
congressional staffers
on February 19. The
program was broad-
cast live on C-SPAN.

Judge Kenneth W.
Starr reads from
Cato’s pocket Consti-
tution at a Book
Forum for his book,
First among Equals:
The Supreme Court in
American Life.

tessential American value, said Florida State
University economist Randall G. Holcombe
at a Cato Book Forum, the answer would
doubtless have been “freedom.” Today, the
answer would more likely be “democra-
cy.” Following the argument of his new
book, From Liberty to Democracy: The
Transformation of American Government,
Holcombe traced the evolution of the idea
of democracy from an instrumental means
of ensuring freedom—a way of checking
overweening government—to an end in
itself. After sketching his argument, Hol-
combe responded to comments and cri-
tique by political scientists Dennis Coyle
of Catholic University and Joseph Romance
of Drew University.

®February 25: With the current Supreme
Court term half finished, James L. Swanson,
editor in chief of the Cato Supreme Court
Review, and attorneys Thomas Goldstein
and Erik S. Jaffe looked at the most impor-
tant cases before the Court at the Cato
Policy Forum “The Supreme Court at
Midterm.” After a brief summary of the
recently decided case of Eldred v. Ashcroft,
in which a challenge to retroactive exten-

sions of copyright failed, the speakers con-
sidered a set of pending cases with broad
constitutional implications. Those cases could
affect the status of the law on punitive dam-
ages, commercial speech, sodomy, affirma-
tive action, and campaign finance reform.

@February 28-March 2: The Cato Institute’s
annual Benefactor Summit was held at
the LaPlaya Beach Club and Resort in Naples,
Florida. Cato Benefactors attended in-depth
lectures by Cato scholars, interspersed with
a bit of boating, fishing, dancing, golf, ten-
nis, and simple relaxation. The retreat also
featured a number of distinguished guest
lecturers. Walter Williams spoke on the role
of government in a free society; Rep. Jeff
Flake (R-Ariz.) discussed Congress’s out-
of-control spending and his attempts to chal-
lenge the leadership on that and other issues;
Gov. Gary Johnson (R-N.M.) reflected on
his eight-year tenure and his continuing
determination to campaign against the war
on drugs in the coming years.

#®March 4: Globalization makes people
everywhere more prosperous, but will it
Continued on page 6
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EVENTS Continued from page 5

turn the world into a strip mall in the
process? Is homogenization the price of
change? Not according to George Mason
University economist Tyler Cowen, whose
Creative Destruction: How Globalization
Is Changing the World’s Cultures was the
subject of a recent Cato Book Forum. It’s
true, said Cowen, that globalization makes
countries more alike, but only because it
“liberates culture from geography,” so that
the same wide range of diverse options is
available everywhere. Arguing the cultur-
al case against globalization was Univer-
sity of Maryland political theorist Benjamin
Barber, author of Jibad vs. McWorld, who
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said that America’s economic and military
power undermined the view of globaliza-
tion as a reciprocal and mutually benefi-
cial process.

@®March 4: The effects of the 1996 Welfare
Reform Act have not quite matched the
rhetoric of either its advocates or its oppo-
nents. As the reforms were being debated,
said Cato’s director of health and welfare
studies Michael Tanner at the Cato Poli-
cy Forum “Welfare Reform: A Look Back,
a Look Ahead,” conservatives promised
all but a “New Jerusalem,” while liberals
predicted that an additional million chil-
dren would be thrown into poverty. As
both Ron Haskins of the Brookings Insti-
tution and former Congressional Budget
Office director June O’Neill noted, the
introduction of time limits and work require-
ments has simultaneously reduced pover-
ty and shrunk the welfare rolls. Even Deb-
orah Weinstein of the Children’s Defense
Fund conceded that the new system, Tem-
porary Aid to Needy Families, was an
improvement over the broken Aid to Fam-
ilies with Dependent Children program
that preceded it. While acknowledging the
successes of reform, however, Tanner not-
ed that the declines in the rolls have bot-
tomed out and that states have worked
to undermine the incentive effects of time
limitations and interpreted “work” quite
loosely. In the long term, he argued, the
goal must be for private charity to supplant
federal welfare altogether.

#March 10: The government’s response to
recent corporate scandals has been to
pass new laws, enact new regulations,
and constitute new oversight boards. But
there already exist private institutions capa-
ble of setting competing corporate disclo-
sure rules: the stock exchanges. A Cato Pol-
icy Forum considered this alternative, ask-

The Economist editor Bill Emmott pauses in front of
the Cato Institute before a Book Forum for his book,
20:21 Vision. (top)

Cato president Ed Crane and Board member Jeff
Yass talk with guest speaker Walter Williams at the
15th Annual Benefactor Summit.

ing, “Public and Private Regulation in Secu-
rities Markets: What Role for the Exchanges?”
Commissioner Paul Atkins of the Securities
and Exchange Commission observed that
every decade sees some sort of financial cri-
sis, followed by new cries for regulators
to “do something.” Yet the new regulations
invariably fail to prevent the next crisis.
University of Virginia law professor Paul
G. Mahoney found that, prior to the estab-
lishment of the SEC, the exchanges did
indeed have their own very effective dis-
closure rules. Cato chairman William Niska-
nen went into the details of how exchange-
centered regulation might work, with the
SEC acting as an enforcement body and
competition between the rules of different
exchanges balancing stockholder demands
for transparency against the burdens on
companies of providing more information.

#March 13: “Every child,” proclaims the
tagline of the national Parent Teacher Asso-
ciation, “one voice.” Except not quite,
according to Charlene Haar’s book, The
Politics of the PTA, which was discussed at
a recent Cato Book Forum. Haar noted that
the PTA has represented only public school
children—and only a minority of those—
since a schism in the organization brought
about by its opposition to tax credits for
private school parents. While inaccurate,
said Haar, the tagline remains because it is
useful to the PTA’s lobbying activities: at
the national level, she charges, it has become
little more than a shill for teachers’ unions.
Christian Science Monitor reporter Gail
Chaddock observed that the PTA’ cozy rela-
tionship with the unions led it to miss the
boat on the major educational issues of the
1990s, from merit pay to school choice. Lori
Yaklin of the U.S. Department of Educa-
tion confirmed that she often hears from
parents who feel they’ve been left “disen-
franchised” by an ineffectual PTA.

@March 18: William O. Douglas was the sec-
ond youngest, longest serving, and quite pos-
sibly strangest and most controversial Jus-
tice in the history of the Supreme Court. Bruce
Allen Murphy unravels Douglas’s odd story
in his new biography, Wild Bill: The Legend
and Life of William O. Douglas, which he
discussed at a Cato Book Forum. Murphy



found that the Douglas legend, as promul-
gated in Douglas’s own memoirs, was an
almost total fabrication, a “Walter Mitty-like
literary legend constructed bit by bit to hide
his real life.” Murphy also tracks the radi-
cal judicial philosophy Douglas expounded
in his later years, including his emphasis
on a novel right to privacy, first seen in the
seminal case Griswold v. Connecticut. Cato’s
James Swanson commented, praising the
book but offering an even more scathing
appraisal of Douglas, who he said had “squan-
dered his gifts,” “misunderstood the role of
ajustice,” and acted like one of Plato’s philoso-
pher kings rather than an impartial inter-
preter of the law.

@®March 19: Institute for Justice litigator
Clint Bolick spoke at a release party for
his book Voucher Wars (see p. 3), pub-
lished by the Cato Institute. Bolick has been
at the forefront of the legal battle for school
choice, including the historic victory last
year in Zelman v. Simmons-Harris, in which
the Supreme Court finally confirmed that
voucher programs are indeed constitutional.
In Voucher Wars, Bolick recounts the major
milestones in his long struggle with the
educational establishment. At the recep-
tion, he recalled some of the lighter moments-
such as watching a teachers’ union spokesman
blow a fuse under the gaze of dozens of
the inner-city students who benefited from
pilot choice programs.

@®March 21: The first Cato City Seminar
of the new year, “Cato Policy Perspectives
2003,” drew a large crowd in Atlanta.
Cato’s executive vice president David Boaz
gave the keynote talk, in which he exam-
ined the progress of freedom in recent
decades and speculated about its prospects
in the new century. Talk radio host Neal
Boortz delivered an often-hilarious lunch-
eon address on the foibles of big govern-
ment. Cato scholars Jerry Taylor and Roger
Pilon also spoke—Taylor on common mis-
conceptions about energy policy and Pilon
on the reasons behind the increasingly con-
tentious and politicized nature of the judi-
cial confirmation process.

@®March 27: Many people believe that it
is the job of government to step in and

Institute for Justice president Chip Mellor greets guests at Cato’s book party for Clint Bolick, who signs
a copy of his book Voucher Wars for David Salisbury, director of Cato’s Center for Educational Freedom.

“correct” markets whenever they deviate
from the chalkboard models of economists.
But as economist Daniel B. Klein, editor
of the new Cato book, The Half-Life of
Policy Rationales: How New Technology
Affects Old Policy Issues, observed at a
recent Cato Book Forum, the relative per-
formance of markets and government
depends on technology. A natural monop-
oly in an age of copper wire may not be
one in the age of wireless cellular com-
munication. Moreover, said Klein, the more
rapid and complex technology makes mar-
ket interactions, the lower the likelihood
that regulators will have the information
or dexterity to intervene successfully. Don
Boudreaux, chair of the Economics Depart-
ment at George Mason University, laud-
ed the book as an antidote to “crackpot
realism,” which he described as the abil-
ity to detect problems assiduously coupled
with an inability to imagine any solution
other than state control. Robert Atkinson
of the Progressive Policy Institute and Jer-
ry Ellig of the Federal Trade Commis-
sion both provided a counterweight, argu-
ing that new technologies could create
monopolies or market failures as easily as
undermine them.

®March 28: President Bush has promot-
ed the idea that government should con-

tract certain social welfare services out
to religious organizations, but his pro-
posal’s legality and wisdom have both been
questioned. Experts gathered at a Cato
Hill Briefing to ask, “The President’s Faith-
Based Initiative: Is It Constitutional? Is It
a Good Idea?” The first panel, dealing with
the constitutional question, featured Bar-
ry Lynn of Americans United for Separa-
tion of Church and State; James Davids,
former deputy director of the Justice Depart-
ment’s task force on faith-based initiatives;
and Cato vice president for legal affairs
Roger Pilon. Lynn cited troubling instances
of such entanglement, as well as statements
from the Bush administration, to support
his argument that a program of this kind
would be plagued by sectarian favoritism.
Davids and Pilon saw no trouble with state
aid, provided that it was disbursed neu-
trally. Pilon, however, stressed that an aid-
voucher system that placed discretion with
individual aid recipients instead of bureau-
crats would be preferable. In the second
panel, Joseph Loconte of the Heritage Foun-
dation spoke of the efficacy of private reli-
gious charity organizations, and Cato’s
Michael Tanner warned that the corrupt-
ing influence of government funds, which
invariably come with strings attached,
would undermine the very things that make
those charities most effective. |
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Globalization and Culture

ritics of globalization contend that,

even if increased trade promotes mate-

rial prosperity, it comes with a high

spiritual and cultural cost, running
roughshod over the world’s distinctive cul-
tures and threatening to turn the globe into
one big, tawdry strip mall. George Mason
University economist and Cato adjunct
scholar Tyler Cowen has for years been one
of the most insightful and incisive debunkers
of that view. At a recent Cato Book Forum,
Cowen discussed his newest book, Creative
Destruction: How Globalization Is Chang-
ing the World’s Cultures. Cowen squared
off against political theorist Benjamin Bar-
ber of the University of Maryland, one of
the most prominent skeptics of globaliza-
tion and author of the best-selling Jihad vs.
McWorld.

Tyler Cowen: The core message of my last
few books is that markets support diversi-
ty and freedom of choice, that trade gives
artists a greater opportunity to express their
creative inspiration. The preconditions for
successful artistic creativity tend to be things
like markets, physical materials, ideas, and
inspiration. When two cultures trade with
each other they tend to expand the oppor-
tunities available to individual artists. My
book Creative Destruction outlines the log-
ic of what I call a “gains from trade” mod-
el, and much of the book is devoted to a
series of examples. I go back in history and
look at some examples of poorer or Third
World countries that have been very cre-
ative, and I find that trade played an impor-
tant role in those artistic revolutions.

So if we look, for instance, at Cuban
music or reggae music, we find that Cuban
music was produced largely for American
tourists who went to nightclubs in Cuba
in the 1950s. Persian carpets started being
produced in large numbers again in the
19th century, largely to sell to European
buyers who sold to North American buy-
ers. The blossoming of world literature—
writers from Mahfouz to Marquez—the
bookstore, the printing press, the advent
of cinema around the globe are all cases in
which trade has made different countries,
different regions, more creative, given us
more diversity. Countries do look more
alike, but they look more alike in the sense
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of offering some commonly diverse choic-
es. So today you can buy sushi in either
France or Germany. This makes France and
Germany more alike, yet in my view this
is closer to being an increase in diversity
than a decline in diversity.

If we think of societies that have very
well developed markets—for example the
United States—what we find happening is
not that everyone, for instance, buys or lis-
tens to the same kind of music. As markets
have allowed suppliers to deliver products
to consumers, we’ve seen a blossoming of
different genres of music. In the 20th cen-
tury the United States evolved rock and
roll, rhythm and blues, Motown, Cajun

Tyler Cowen: “The core message of my last few
books is that markets support diversity and free-
dom of choice, and trade gives artists a greater
opportunity to express their creative inspiration.”

music, many different kinds of jazz—rag-
time, swing, stomp—heavy metal, rap. The
list goes on. When I look at the empirical
evidence from societies with well-devel-
oped market economies, I find that what
people want to buy is not fixed or biolog-
ically constructed. When the cost of sup-
plying products goes down, people tend to
use culture to differentiate themselves from
other people, to pursue niche interests, to
pursue hobbies. It’s the poorer or more
primitive societies in which people spe-
cialize in one type of consumption. If you
go to pygmy society in the Congo, for

instance, the pygmies produce splendid
music; it’s truly beautiful. But the pygmies
really have just one kind of music, and the
richer societies with more markets have
given us more diversity, more competing
kinds of music.

What globalization tends to do is increase
difference, but it liberates difference from
geography. We’re used to a certain pattern
or model of difference. Different peoples
are different, and they live in different places.
So there’s what Tibet looks like, there’s
what Mexico looks like, and there’s what
Indiana looks like. We rapidly identify dif-
ference with locale. But that’s only one kind
of difference. Another kind of difference
shows up in the paths we choose to take
through our lives, and I believe that indi-
viduals will always wish to choose differ-
ent paths for their lives. It may be the case
300 years from now, if the world global-
izes enough, that Mexico, Tibet, the Unit-
ed States, and Thailand won’t necessarily
be so geographically distinct. Crossing a
border may be less of a shock than it is
today. But I think we will still find other
kinds of differences that are liberated from
geography, that are differences among indi-
viduals. And those, I think, will be even
more vital than they are today.

Benjamin Barber: One of the problems of
globalization and cultural borrowing and
cultural mimicry is that they depend, not
on isolated cultures, but on authentic cul-
tures. And I quite agree that the “authen-
tic” culture is itself a cultural product of
earlier cultural interactions, so it’s not
the fixed item that critics sometimes sug-
gest. Nonetheless, we all know the differ-
ence between getting crépes in Dijon and
getting them in a New York place called
Les Halles. Even though you do get some-
thing like the original product, there’s a
real difference between those crépes. When
we borrow across cultures, we are, as Pla-
to would suggest, on a second or even a
third level of reality, so we’re distancing
ourselves. That’s OK, that’s always going
to happen, obviously. When you come back
to the States and have an Indian tandoori
experience in Arlington, it’s not going to
be the same as you might have in Bombay,
but it is still a kind of tandoori experi-



%We all know the difference between getting crépes in Dijon
and getting them in a New York place called Les Halles.”

ence and will remain such as long as in
Bombay there’s the authentic tandoori expe-
rience. But when Bombay, like Arlington,
is simply a theme park of world cultures
in which everyone is roughly alike, in that
they have the same diversity of offerings,
that diversity becomes increasingly simu-
lated, and the authenticity from which those
experiences come essentially disappears.

EuroDisney, outside Paris, now gets
more visitors than Paris does every year.
I’m sure that, among other things, people
go to the French theme park at EuroDis-
ney to sample French culture along with
Danish and German and other cultures
that are there. Some might think they’d do
better to travel the 17 kilometers into Paris.

In effect, the “theme-parking” of cul-
ture, which is part of globalization and
part of the theme-parking of our world is,
yes, a kind of diversity, but it is the diver-
sity of the theme park. It is increasingly
synthetic; it’s increasingly distanced from
the authentic origin. Increasingly, it takes
a toll on that authentic origin, as when an
American crépe maker ends up back in
Paris selling the American version of crépes
to people in Paris who don’t make them
anymore because there’s a much cheaper
global product they can get in place of what
they’ve had. Globalization has a tendency
to move that process forward at alarm-
ingly dispiriting rates.

A second argument has to do with stan-
dardization and homogenization. I’ve
got a nice quote here from an executive at
Bayer aspirin, who says: “A lie has been
perpetuated for years and years. The lie
is that people are different! Yes, there are
differences between cultures. But a headache
is a headache, and aspirin is aspirin.” And,
of course, Bayer aspirin is Bayer aspirin,
which is even better. I think Tyler makes
some very wise, culturally based arguments
to show that, in fact, this kind of unifor-
mity and homogenization, at least on the
aesthetic level, isn’t always as alarming and
as extensive as it might seem. But the focus
on the aesthetic dimensions of diversity
misses the essence of what global homog-
enization is about. It’s perfectly true that
there’s probably far more diversity today
than there was a hundred years ago in Lon-
don, where the availability of Indian and

Chinese and Japanese and Indonesian and
French food is much greater than it was
when all you had were places where you
could get roast beef and pudding, or pubs
where you could get some sausages with
your beer. In that sense, you could say that
the English are much better off than they
were. But this is to misunderstand, for
example, the influence of fast food. Many
people argue that fast food actually increas-
es diversity, in that it caters to different
tastes. And aesthetically, that’s true, but
it misses what fast food does to homoge-
nize and, indeed, what fast food is about.

Benjamin Barber: “The ‘theme-parking’ of cul-
ture is, yes, a kind of diversity, but it is the
diversity of the theme park.”

Fast food isn’t about the food. It’s about
fast, and fast is an assault on how we live.
It’s an assault on social behavior. It’s an
assault, for example, in Europe, on the three-
hour Mediterranean meal for which the
family comes home—mom and dad come
home from work, the kids come home from
school—and sit together for three hours.
It’s an assault on the idea of food as a social
ritual, with which you have extended con-
versations. It’s an assault even on the French
idea of the café as a place to sit and read
the paper. It’s not, by the way, that you can’t
sit in a Paris McDonald’s and read the paper
and drink wine, because McDonald’s does
in fact make those local adjustments. But

that goes very much against what fast food
is about. What it’s about is fast volume,
individuals customers coming in, eating,
and getting out. In fact, McDonald’s low
prices depend on volume, and volume depends
on turnover.

Fast food is the perfect food for a busy
industrial economy, where you don’t real-
ly want people to take three hours off. A
lot of businesspeople complained about
Spain and Italy and France in the old days,
how hard it was for them to adjust to the
modern economy. Three-hour meals (fol-
lowed in some of those cultures by a long
siesta) took the heart out of the workday.
Fast food puts the heart back into the work-
day by turning food back into a fueling-up
ritual. That’s fine if consumption is what
you’re looking for, but if the social values,
the religious values, the familial values of
food are what you’re about, then fast food
is a disaster whether it’s fast burgers, fast
fries, or fast tandoori. The vaunted diver-
sity is a superficial diversity under which
lies a homogenizing culture of productive
work and consumption. The work of shop-
ping, the work of making goods to buy,
is the homogenizing factor that is right
below the surface, that we miss when we
talk about the quality of the food and
whether McDonald’s offers only burgers
or, as they’re beginning to do now, various
other kinds of food.

There’s a third issue that goes to the
heart of our topic. Tyler makes the mistake
that all you market folks make of assum-
ing that somehow markets, if not perfect,
are nearly perfect, that there are no inequal-
ities, that monopolies are just sort of acci-
dents and can be avoided, and that pow-
er doesn’t really affect the market’s recip-
rocal relations. The problem is that when
America meets another culture, it’s not, as
you might imagine here, just two guys in
the woods. It’s not an American wearin’
his Nikes and eatin’ his burgers meeting
up with a Nigerian who’s singing a dif-
ferent kind of music, and they have a lit-
tle exchange, and when it’s done the Amer-
ican’s a little different—a little more Niger-
ian—and the Nigerian’s a little different—
a little more American—and we’re all the
better off for it. Rather, you’ve got to imag-

Continued on page 10
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®Fast dining is not destroying slow dining; in fact, the two are
growing together as the size of the market increases.”

POLICY FORUM Continued from page 9

ine the American armed, sort of like the
soldiers in Iraq are armed, with all of the
goods and brands of modern technology,
modern commerce, hard and soft power,
hegemonic economic power over the globe,
hegemonic military power over the globe.
That’s the culture that’s meeting up with
some little Third World culture that’s got
some Navajo blankets or some fusion music
that we’d kind of like to collect.

Finally, let me just say a word about
values. My book was called, not just McWorld,
but Jihad vs. McWorld. It may be that, to
many of us, Westernization, globalization,
Americanization, the spread of McWorld

Benjamin Barber and Tyler Cowen discuss the
impact of globalization on world cultures at a
Cato Book Forum for Cowen’s book Creative
Destruction.

look like the spread of diversity. Apparent-
ly, for a lot of other people around the world—
especially people living in fundamentalist
Islamic cultures, in fundamentalist Judaic
cultures, in fundamentalist Hindu cultures,
and, indeed, in fundamentalist Protestant
cultures here in the United States—McWorld
appears an aggressive, secularist, materialist
attack on their values and what they care
about for their children. And their response
is, not to write a bad review of Tyler’s book,
but to pick up a bomb or a gun and go to
war with us. I would argue that terrorism
today, though it has lots of motives that have
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nothing to do with globalization, also does
have something to do with globalization. It
has to do with what is seen as the mono-
lithic, secularist, materialist homogenization
of cultures in ways that imperil and endan-
ger the special values—not aesthetic, but reli-
gious and moral values—that people hold
dear. Unfortunately, some people are willing
to kill to try to preserve what they have. If
we are insensitive to those people or simply
persuade ourselves that they are wrong to
think that globalization is homogenization
or a peril to values, we will be engaged, not
in an argument, but in a series of unending
and devastating wars. And that’s why I think
that these arguments are of much more than
just academic concern.

Cowen: Professor Barber offered four major
points of criticism. For the first, authen-
ticity, the two examples were tandoori and
crépes. The red dye in tandoori comes from
European culture, the yogurt comes from
elsewhere, and many of the spices in Indi-
an food come from the New World. I've
heard many Indians argue that Indian food
in tandoori is better in London or in Sin-
gapore than it is anywhere in India. Also,
today is the best time ever in the history of
the world for eating crépes, wherever you
live. We find these kinds of food flourish-
ing rather than going away. I think there
is no such thing, really, as authenticity.
Everything is a blend. Our dining options,
if we look at them overall, are richer than
ever before, and they’re not systematical-
ly being destroyed.

The second point of criticism had to do
with, among other things, fast food and
the fastness of fast food. I also hate McDon-
ald’s, and let me note that there’s no com-
pany that in the last year has taken a hard-
er hit, because consumers simply are not
as interested in McDonald’s anymore. That
is commonly attributed to a growing inter-
est in ethnic food and to a growing inter-
est in better food. People do often like food
to be fast. I like my food to be fast often,
though I don’t like “fast food,” but it’s
because I want to get home to spend time
on my art collection, on my writings, on
listening to music. So the fastness of food
is no necessary enemy of culture.

I think it’s focusing too much on the

negative and not enough on the positive to
say that all meals are faster. In fact, you
now have more opportunities for slow meals
than ever before. It’s not the case that there
are one or two slow restaurants left in Paris
or the United States. You pick up a Miche-
lin guide and it’s thicker than ever before,
it’s better than ever before. The modern
restaurant is, in fact, a quite new inven-
tion, dating from only the 19th century.
The existence of restaurants is commonly
attributed to the fact that there were trav-
elers, a form of globalization. Now if you
want to sit down to a slow meal, be it in
the United States, Paris, or virtually any-
where in the world, your opportunities to
do that, your ability to afford it, your abil-
ity to have the leisure time, your ability
to afford the travel to get to the slow restau-
rant are all greater than ever before. So I
think Professor Barber is focusing too much
on one set of products he doesn’t like, fast
food, when in fact you have more oppor-
tunities for fast dining and you have more
opportunities for slow dining. Fast din-
ing is not destroying slow dining; in fact,
the two are growing together as the size of
the market increases, which is simply an
illustration of Adam Smith’s dictum that
division of labor is limited by the extent of
the market.

Now, on the mythology of markets and
power: there are many, many American or
Western products that flop miserably. Most
American TV shows have not been export-
ed very successfully. American soap operas
have failed around the globe. American
popular music does very well in some places,
very poorly in other places. Look at coun-
tries like Haiti and Jamaica. They’re poor,
they’re small, they’re right next to the Unit-
ed States; but American music doesn’t do
well there. Those countries do better sell-
ing their music to us than vice-versa. It’s
not the case that their cultures have been
overwhelmed. If ever there were a case of
power relations, it’s the United States’ treat-
ment of the Caribbean, which in my mind
is often inexcusable, but again, if we look
at the cultures of the Caribbean, we find
that in the last 50 or 60 years they’ve flour-
ished. They have had a profound and
immense influence on Western culture—

Continued on page 16
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New book looks at consumer proection, pollution, “natural monopolies”

New Technology Makes Regulations Obsolete

overnments often take it upon them-
selves to step in and “correct” mar-
kets that fail to match the blackboard
models of economists. But policy-
makers often forget that how well markets
perform in a given area is not static and
fixed. As technology changes and devel-
ops, so do markets. Public pol-
icy, however, is somewhat less
protean, with the result that
regulations designed for an age
of buggy whips may persist
even as eight-lane freeways
crisscross the nation. A new
Cato book, The Half-Life of
Policy Rationales: How New
Technology Affects Old Pol-
icy Issues, edited by Santa
Clara University economists
Fred E. Foldvary and Daniel
B. Klein, shows how, in many
different arenas, blunt pol-
icy tools have been super-
seded by cutting-edge technology.

The editors’ introduction provides a gen-
eral theory of how technology and policy
interact. Their tentative thesis is that the
further technology advances, the greater
the likelihood that free markets will per-
form better than regulatory solutions. On
the one hand, as new inventions facilitate
communication, the transaction costs that
are the primary cause of market failure are
lowered. On the other, the more complex
the market transactions enabled by tech-
nology, the more difficult it becomes for
regulatory bodies to gather enough infor-
mation to intervene effectively. The essays
in the collection bear out this general con-
clusion in one case after another.

Private markets have always had diffi-
culty dealing with certain kinds of “com-
mons,” such as the air and oceans. Pollu-
tion and marine life flow without regard
for property boundaries, leaving no appar-
ent means other than government control
of preventing the overuse or exhaustion
of vital resources. But in his essay “Fenc-
ing the Airshed,” Klein offers a plausible
description of how new “remote-sensing”
technologies could be used to identify the
pollution produced by individual motorists
and to levy fees for “use” of public airspace.
Michael De Alessi of the Reason Public Pol-

icy Institute, an expert in both economics
and marine policy, explains how sonar
fences, tracking devices, and even genetic
markers could make possible the creation
of private property rights in sea life.

Markets for information were long
thought to present a special case justifying
the use of state agencies to certify product

quality for consumers. Neo-
classical economics assumes
that consumers are well
informed, and the economic
efficiency of markets is pred-
icated on that assumption.
When information is hard
to acquire, argue regulators,
government must step in to
protect the consumer. As essays
by economists David D. Fried-
man, John C. Moorhouse,
and Shirley V. Svorny argue,
however, the Internet has dra-
matically lowed the obsta-
cles to consumers who seek to
gather the information needed to make
their own decisions. The authors show how
the new proliferation of knowledge makes
detailed rules and standards for banks, con-
sumer goods, and even medical profes-
sionals obsolete.

One last perennial argument for state
control involves so-called natural monop-
olies, industries in which the structure of
the market makes the dominance of a sin-
gle firm efficient, eliminating the competi-
tion that normally checks corporate pow-
er. Here, too, economists and policy experts
show how technological advance may mean
that “natural” monopolies persist only
through state artifice. Alvin Lowi Jr. and
Clyde Wayne Crews Jr. offer a novel, decen-
tralized model for electricity generation and
distribution, and Lowi shows how water
might be supplied under a regime of lais-
sez faire. And if anyone still believes that
the government postal monopoly is any-
thing but a wasteful sinecure, Rick Geddes
demolishes that notion once and for all.

In those and many other penetrating
essays, the authors reveal how, again and
again, regulators have failed to keep pace
with entrepreneurial innovation. The book
is a thought-provoking read for anyone
who suspects that government control is a

Stone Age solution to the problems of the
digital era.

The Half-Life of Policy Rationales, pub-
lished for the Cato Institute by NYU Press,
can be purchased ($20.00 paper) by call-
ing 1-800-767-1241 or browsing to
WWW.catostore.org. |
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Defense dangers include Taian, biochem warfare, Pakistan

States Hung Over from Spending Binges

uring the tech-driven economic boom

of the 1990s, state tax revenues bal-

looned and state spending grew with

them. When the boom went bust and
gaps began to appear in state budgets,
spending levels remained high. Many states
now want a federal bailout to ease their
looming budget crises, but in a new Cato
paper, “States Face Fiscal Crunch after
1990s Spending Surge” (Briefing Paper no.
80), Chris Edwards, Stephen Moore, and
Phil Kerpen write that this would merely
provide an incentive for further fiscal irre-
sponsibility. Instead, the authors recom-
mend that states institute spending caps
that tie tax and spending growth to the
inflation rate and population increases.
That, they suggest, will remove the temp-
tation to write checks in times of abundant
revenues that can’t be cashed in lean years.

#Don’t Combat the Fraudulent with the
Frivolous

Congress passed the Private Securities Lit-
igation Reform Act in 1995, hoping to cur-
tail frivolous class action lawsuits for secu-
rities fraud. In the wake of recent corpo-
rate scandals, the plaintiffs’ bar, never fond
of the legislation, has been emboldened to
launch a renewed campaign for its repeal.
But in “Should Congress Repeal Securities
Class Action Reform?” (Policy Analysis
no. 471), University of Michigan law pro-
fessor Adam C. Pritchard argues that such
a move would be misguided. The headline-
grabbing scandals would not have been
averted in the absence of PSLRA, which
has worked, albeit imperfectly, to deter
both fraud and suits without merit more
cost-effectively than before. Reformers
would be better advised, says Pritchard, to
seek a damage rule allowing individual cor-
porate officers to be held directly liable for
their misdeeds, which would shift the empha-
sis of the law from compensating victims
to deterring fraud.

#The Enron Guide to Investing

Though now most famous for the decep-
tive practices of its executives, Enron was
once a genuinely good business. In a new
Cato paper, “Empire of the Sun: An Eco-
nomic Interpretation of Enron’s Energy
Business” (Policy Analysis no. 470), econ-
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omists Christopher L. Culp and Steve H.
Hanke chronicle the rise and fall of the
Houston energy trader with an eye to the
lessons to be drawn from its example. The
authors conclude that the firm’s “asset lite”
strategy, which combined small investments
in capital-intensive commodity markets
with derivatives trading in the same mar-
kets, was initially sound. Enron erred when
it attempted to extend that approach from
natural gas markets, where experience gave
it a comparative advantage, to water and
broadband markets. Ultimately, they write,
Enron was a unique case from which few
broader conclusions about the general effec-
tiveness of the strategy can be drawn.

#Counting on Accounting a Bad Move

The collapse of Enron was widely perceived
as a failure of accounting and auditing, and
legislators have rushed to “correct” that
failure through new legislation. But in a
new Cato paper, “Accounting at Energy
Firms after Enron: Is the ‘Cure’ Worse Than
the ‘Disease’?” (Policy Analysis no. 469),
Richard Bassett and Mark Sorrie of the risk
analysis firm Risktoolz argue that this
approach misses the mark. Enron’s fraud-
ulent practices, they write, do not appear
to be widespread and, moreover, were facil-
itated rather than hindered by accounting
rules. Investors who focused on a discounted
cash-flow analysis rather than earnings
statements that contain an ineradicably
subjective element, say the authors, were
not fooled: Enron’s stock price was drop-
ping long before formal inquiries began.
The Sarbanes-Oxley Act, the authors aver,
will do little to restore investor confidence.
Instead, it will have the effect of penaliz-
ing risk taking and generating increasing
reams of unhelpful paperwork.

¢ Smugglers Would Walk a Mile for a Camel
Last year both New York City and New
York State raised their cigarette tax rates
significantly. Although legal cigarette sales
dropped precipitously in the following
months, economist Patrick Fleenor writes
in “Cigarette Taxes, Black Markets, and
Crime: Lessons from New York’s 50-Year
Losing Battle” (Policy Analysis no. 468)
that this doesn’t mean New Yorkers are
smoking a great deal less. Instead, they are

simply buying their cigarettes out of state
or, more troubling, on the black market.
Fleenor shows how, historically, high cig-
arette taxes have encouraged smuggling
and the crime that goes with it. Past tax
hikes were followed by the hijacking of cig-
arette trucks and the kind of gang violence
normally associated with the narcotics trade.
Other states, he says, should consider care-
fully whether they want to imitate a policy
that diverts revenues from state coffers and
legitimate businesses into criminal hands.

@ Defending Taiwan? Sounds Like a Job for
the Taiwanese

Despite the absence of any formal Ameri-
can security commitment to Taiwan, Pres-
ident Bush has said that the United States
will do “whatever it takes” to defend the
island democracy against Chinese incur-
sions. In “The China-Taiwan Military Bal-
ance: Implications for the United States”
(Foreign Policy Briefing no. 74), Ivan Eland
warns against such guarantees. Not only
are they not necessary to protect vital U.S.
interests, he writes, they are probably not
even necessary to protect Taiwan. Taiwan
need not be capable of repelling a full-blown
military assault from China, Eland says; it
need only be able to make the costs of inva-
sion high enough to deter such action. He
argues that the United States should sup-
port this sort of “porcupine strategy” by
selling advanced armaments to Taiwan,
thereby allowing it to maintain the tech-
nological superiority of its air and naval
forces.

¢ Biochem Nonchalance Endangers Troops

During the first Gulf War, American troops
found that they had been inadequately pre-
pared to deal with chemical and biological
attacks; the troops required an extended
“in theater” crash course. As another Gulf
War looms, writes former U.S. Army Chem-
ical Corps Capt. Eric R. Taylor in “Are Our
Troops Ready for Biological and Chemi-
cal Attacks?” (Policy Analysis no. 467), the
situation is little better. Instead of the 40
hours of annual training experts recom-
mend, new recruits are required to under-
go only 4 hours of training and 2 hours per
year of “refresher courses” thereafter. Tay-
lor cautions that troops will remain at undue



risk unless senior officers begin to take
more seriously the need for extensive bio-
chem education and training.

#School Choice after Zelman

The Supreme Court's historic ruling in Zel-
man v. Simmons-Harris last summer did
more than uphold Cleveland's innovative
school choice program. It also laid out clear
criteria that any future state programs must
meet in order to pass First Amendment
muster. Cato education analyst Marie
Gryphon surveys the new
state of the law in “True
Private Choice: A Prac-
tical Guide to School
Choice after Zelman v.
Simmons-Harris” (Poli-
cy Analysis no. 466).
Gryphon explains that
constitutional programs
must have a secular pur-
pose, provide only indirect funding to sec-
tarian schools through parents, be made
available to a broad class of beneficiaries,
treat secular and religious schools neutrally,
and ensure that parents have adequate sec-
ular options. Parents and legislators, writes
Gryphon, now have an opportunity to care-
fully craft choice programs that can sur-
vive legal scrutiny.

Marie Gryphon

@ Problems for the Real “Old Europe”

The financing crisis in America’s Social
Security system, driven by the retirement
of the baby boomers, is by now familiar.
European Union countries, however, have
been subject to the same demographic trends
and therefore face many of the same prob-
lems. In a new Cato study, “Retirement
Finance Reform Issues Facing the Euro-
pean Union” (Social Security Paper no. 28),
William G. Shipman, co-chair of Cato’s
Project on Social Security Choice, argues
n that the solution for the EU, just as it is
for the United States, is a transition to a
market-based pension system. Shipman
shows that market reforms can promote
greater labor market flexibility, raise ben-
efit levels, and keep administrative costs
low without necessarily sacrificing the redis-
tributive aspects of current pension sys-
tems, which some Europeans are anxious
to preserve.

®WT-Uh-Oh

The World Trade Organization has been
instrumental in facilitating the sweeping
trade liberalization of the past eight years.
But in a new Cato study,
“Whither the WTO? A
Progress Report on the
Doha Round” (Trade Pol-
icy Analysis no. 23), Razeen
Sally of the London School
of Economics examines a
worrying set of trends
that threaten to stall
progress toward more Razeen Sally

open markets. Sally warns of pressure from
member states—primarily in the European
Union—moving the organization away
from its traditional focus on reducing trade
barriers and into a new role as a de facto
regulatory agency torn by interest group
politics. One way to prevent that, Sally sug-
gests, is for the Bush administration to form
alliances with developing countries that
stand to gain the most from greater mar-
ket access.

#The IMF’s Department of Redundancy
Department

The International Monetary Fund’s plan
to establish an international bankruptcy
court for sovereign debtors is the answer
to nobody’s prayers, according to a new
Cato paper by economist Anna J. Schwartz.
In “The IMF’s Dubious Proposal for a Uni-
versal Bankruptcy Law for Sovereign
Debtors” (Foreign Policy Briefing no. 75),
Schwartz argues that the proposed tribu-
nal is a solution to a nonproblem: neither
the debtors nor their creditors have been
clamoring for any such thing. The existence
of a number of contractual, market-based
solutions to the problem of sovereign debt,
writes Schwartz, makes unnecessary an
awkward and overly complex IMF pro-
gram to impose uniform rules.

@ Brighter IDEAs from the Sunshine State

School choice, runs a favorite refrain of
its opponents, may be great for the most
gifted students, the “cream skimmed off the
top” by selective private institutions, but
what about those who need special assis-
tance? Won’t voucher programs lead to both
a brain drain and a funding drain from pub-

lic schools, where the students most diffi-
cult to teach are left even worse served than
before? That is a dire scenario. Fortunate-
ly, as Cato scholar David Salisbury observes
in a new study, it is also one that has been
utterly disproved empirically. In “Lessons
from Florida: School Choice Gives Increased
Opportunities to Children with Special
Needs” (Briefing Paper no. 81), Salisbury
examines Florida’s McKay Scholarship Pro-
gram for Students with Disabilities and
reports that school choice has proven suc-
cessful at helping special education students.
Salisbury recommends that Congress encour-
age other states to emulate that success by
reforming the Individuals with Disabilities
in Education Act in order to free states from
a burdensome, process-oriented system and
grant them greater flexibility to design choice
programs for parents.

#Pervez Incentives

The United States has a growing list of ene-
mies, from the three-nation “axis of evil”
to its newest bugbear, Syria. Yet in a new
Cato paper, “Extremist, Nuclear Pakistan:
An Emerging Threat?” (Policy Analysis no.
472), foreign affairs analyst Subodh Atal
argues that American policymakers may
have overlooked the most pressing threat:
our “frontline ally” Pakistan. After the fall
of Afghanistan, writes Atal, al-Qaeda
mujahideen escaped by the thousands into
Pakistan, where they have established a
new command center in cooperation with
elements of the Pakistani government’s mil-
itary and intelligence agencies. Iraq was
considered threatening because it might
one day acquire nuclear weapons, but unsta-
ble Pakistan has several already, and, per-
haps most alarming, some Pakistani nuclear
experts are being investigated for links to
al-Qaeda. In the absence of serious pres-
sure from the United States, the regime of
Gen. Pervez Musharraf has done little to
crack down on violent Islamic extremist
groups, and the perception that Pakistan’s
nuclear status has held the United States
at bay may embolden other nations. The
administration should not only bring greater
pressure to bear on Pakistan but develop
a plan to quickly extract the country’s
nuclear arsenal in the event of a coup by
Islamic radicals. [
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®%Both the cultural right and the cultural left are descendants of
the counter-Enlightenment that rose up among intellectuals, artists,
and social activists who opposed the values of modemity.*

MODERNITY Continued from page 1

It was obvious to virtually everyone that
the World Trade Center was targeted because
it represented freedom, secularism, toler-
ance, innovation, commercial enterprise,
the pursuit of happiness in this life. Our
modernist values were thrown into sharp
relief by the hatred they provoked in our
enemies.

Yet our enemies are wrong if they think
American culture is consistently modernist.
Indeed, in our domestic culture wars,
modernity has hardly had a voice. Battles
over issues like family values, the role of
religion in society, sex and violence on TV,
and political correctness have been fought
between conservatives on the cultural right
and progressives on the cultural left. Nei-
ther camp advocates the values of moder-
nity. On the contrary, both are descen-
dants of the counter-Enlightenment that
rose up among intellectuals, artists, and
social activists who opposed the values of
modernity.

The Premodern Culture

Nineteenth-century conservatives such
as Samuel Taylor Coleridge in England and
Joseph de Maistre in France feared that the
Enlightenment’s enthusiasm for individu-
alism and progress would destroy the sta-
ble society of the past. As reason and sci-
ence called into question the mysteries of
revealed religion, conservatives bemoaned
the loss of “enchantment” and the increas-
ingly secular focus of life. They sought a
restoration of premodern values: faith, tra-
dition, social stability and hierarchy.

Their greatest fear was that modernity
would undermine morals. The intellectuals
of the Enlightenment, notes the eminent
historian of the period, Isaac Kramnick,
“believed that unassisted human reason,
not faith or tradition, was the principal
guide to human conduct.” Edmund Burke,
the father of modern conservative thought,
warned that the result would be social chaos.
Believing that “the private stock of reason
... in each man is small,” Burke argued
that reason could never replace religion,
custom, and authority as guides to conduct.

That view is echoed today by cultural
conservatives such as Irving Kristol. “Sec-
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ular rationalism has been unable to pro-
duce a compelling, self-justifying moral
code,” he declares. “And with this failure,
the whole enterprise of secular rational-
ism—the idea that man can define his
humanity and shape the human future
by reason and will alone—begins to lose
its legitimacy.”

Such conservatives’ skepticism about
the possibility of a secular moral code
results not only from their lack of confi-
dence in reason but also from their view
of morality itself. Enlightenment thinkers
tended to see morality as a means of pur-
suing happiness and success in this life.
The famous list of virtues in Benjamin
Franklin’s Autobiography, for example,
includes frugality and industry in per-
sonal affairs, in order to keep our long-
term interests in view against the temp-
tations of short-term pleasures. It includes
fairness and sincerity toward others as
means of enjoying peaceful and produc-
tive relationships with them. The point of
morality was not self-denial and self-sac-
rifice but self-discipline.

The conservative tradition, by contrast,
has always held the older view that our
worldly interests reflect the animal side of
our nature, which leads us to seek wealth,
sexual gratification, and power over oth-
ers. The function of morality, in this view,
is to bridle those desires through self-denial
and self-sacrifice. The point of morality is
not the pursuit of happiness but the acqui-
sition of virtue; happiness is a blessing that
comes and goes but is not what life is about.
Thus Peggy Noonan complains, “I think
we have lost the old knowledge that hap-
piness is overrated—that, in a way, life is
overrated. . .. We are the first generation
of man that actually expected to find hap-
piness here on earth.” The virtue ethic is
the primary source of concerns about the
loss of “family values”—from sexual lib-
eration to gay marriage to working moms
to sex- and violence-drenched entertain-
ment—a trend that conservatives blame
on hedonism.

Most conservatives see religion as the
source of moral standards. An increas-
ingly secular society is therefore bound to
be increasingly self-indulgent, as William
Bennett warned in a lecture to the Her-

itage Foundation: “In modernity, nothing
has been more consequential, or more
public in its consequences, than large seg-
ments of American society privately turn-
ing away from God, or considering Him
irrelevant, or declaring Him dead.” That’s
why the public role of religion has been
a major front in the culture wars. Many
conservatives today favor state-sponsored
prayer in public schools. Some have sup-
ported the creationists’ effort to counter
the teaching of evolution. Many have wel-
comed what they see as a religious revival
in America, specifically the growth of fun-
damentalist and evangelical denomina-
tions.

The belief in a religious basis for moral-
ity is not unique to conservatives, how-
ever. Their more distinctive theme is
that morality needs the backing of tradi-
tion, custom, and authority. Like Burke,
the conservative tradition has always held
that we learn the rules of virtue through
social sanctions, which also provide the
main incentive to obey the rules. Customs,
manners, and mores lose their grip on peo-
ple who are encouraged to follow their
own judgment or offered options among
lifestyles. Along with the decline in reli-
gious faith, therefore, conservatives lament
the weakening grip of tradition and con-
ventional standards of behavior. “Our
society now places less value than before,”
observes Bennett, “on social conformity,
respectability, observing the rules; and less
value on correctness and restraint in mat-
ters of physical pleasure and sexuality.
Higher value is now placed on things like
self-expression, individualism, self-real-
ization, and personal choice.” Thus while
conservatives, in America at least, gen-
erally value independence and innovation
in the economic sphere, they seek con-
formity in the moral sphere of life.

Preserving a morally healthy social envi-
ronment, in the view of most conserva-
tives, is a function chiefly of civil society
rather than government. Coercion is the
least effective instrument for encouraging
virtue, which is better left to families,
churches, professions, mutual aid societies,
and other voluntary institutions. Never-
theless, conservatism is open to the possi-
bility of government action as well, of



%Rousseau and other thinkers in the postmodern tradition
also hated the Enlightenment’s individualism and
were repelled by capitalism.”

“statecraft as soulcraft,” as George Will
has put it. Bennett, for example, has said,
“We need to make marriage the institu-
tion through which all rights and all obli-
gations are exercised.” Kristol insists that
government must take “a degree of respon-
sibility for helping to shape the preferences
that the people exercise in a free market—
to ‘elevate’ them if you will.” Pat Buchanan
argues that government should use its pow-
er to regulate economic affairs to protect
social stability against the dissolving forces
of global trade and innovation.
Conservatives, in short, have been crit-
ics of the Enlightenment’s confidence in
reason and progress as well as its moral
and political individualism. But conser-
vatism was only one wing—the premod-
ern wing—of the counter-Enlightenment.
On the cultural left, thinkers like Jean-
Jacques Rousseau and Karl Marx rejected
modernity from a different standpoint.

The Postmodern Culture

Rousseau hated the cosmopolitanism
and refinement of Enlightenment life and
vehemently criticized inequality, which he
thought was an inescapable consequence
of civilization. He offered an idealized image
of primitive man not yet corrupted by civ-
ilization and of life in a nature not yet pol-
luted by cities or machines. The source of
those primitivist views was Rousseau’s
antipathy to reason. He felt that emotion
and instinct should be our guides to action.
In this respect, he was the father of the
19th-century Romantic poets and of the
counterculture of the 1960s, with its demand
for sexual liberation, its contempt for “bour-
geois morality,” its emphasis on self-expres-
sion rather than self-discipline. The Age of
Aquarius sought release from the constraints
of reason through drugs and New Age reli-
gions. Like Rousseau, it rejected the cos-
mopolitan modernism of the Enlighten-
ment and praised the authenticity of prim-
itive modes of life.

Rousseau and other thinkers in the
postmodern tradition also hated the Enlight-
enment’s individualism and were repelled
by capitalism. Like conservatives, they
wanted to reassert the primacy of socie-
ty over the individual, but they realized
that there was no going back. They argued

instead that we must leap forward to a
new society in which community, stabil-
ity, and social control of change were rein-
troduced in a nonreligious, nontradition-
al form, as in Marx’s vision of a com-
munist utopia “in which the free devel-
opment of all is the condition for the free
development of each.” Unlike conserva-
tives, postmoderns have generally favored
equality as the chief social value, and many
were prepared to seek this value through
violent revolutionary means.

On the cultural left today, postmodern
intellectuals have been vociferous foes of
reason, attempting to undermine and expunge
the very concepts of truth, objectivity, log-
ic, and fact. The followers of Jacques Der-
rida claim there is no reality beyond lan-
guage: we can never see past the assump-
tions and preconceptions embedded in the
way we speak; different societies live in dif-
ferent worlds, have different outlooks, use
different methods of thinking, none of which
is better than others. Richard Rorty, per-
haps the most eminent living philosopher
in America, tells us “that the world does
not provide us with any criterion of choice
between alternative metaphors, that we can
only compare languages or metaphors with
one another, not with something beyond
language called ‘fact.”” For many post-
moderns, the use of reason is an exercise
in power, a stratagem on the part of white
Eurocentric males to dominate women and
suppress other cultures.

Few people outside university depart-
ments of humanities and social science can
swallow such corrosive nihilism at full
strength, but it is available in countless
diluted forms. Postmodernism has influ-
enced law schools, for example, through
the “critical legal theory” movement. And
its central themes now dominate schools
of education, from which legions of pri-
mary and secondary school teachers have
learned that respecting other cultures is
more important than learning facts or acquir-
ing the methods of thought that enable one
to decide which point of view is correct.

Marx’s doctrine of class conflict remains
a central article of faith on the cultural left.
Multiculturalists have expanded the doc-
trine to include racial, ethnic, and sexual
classes, in addition to the economic divi-

sions that Marx emphasized, but they draw
the same distinction between victims and
oppressors. In academia, this worldview
has led to racial and other preferences.
Humanities courses have dropped the works
of “dead white European males”—the
oppressor class—in favor of works by
women, blacks, and other minorities. Post-
moderns have created new disciplines of
victimology such as “queer studies” and
postcolonialism. And they have imposed
speech codes, “diversity training” work-
shops, and other means of enforcing polit-
ical correctness.

Though postmoderns subscribe to cul-
tural relativism, and deny the possibility
of objective knowledge or values, the very
term “political correctness” reveals an
underlying ethic that they take as an absolute.
Indeed, it is a virtue ethic whose essence is
self-denial. Like conservatives, postmod-
erns tend to see the pursuit of happiness as
sinful. The standard of sin is different—
exploiting minorities and degrading the
environment rather than disobedience to
God—but sin still entails guilt, atonement,
and renunciation. Thus, to take one minor
example, many people recycle garbage with
all the piety of a daily sacrament. Not one
in a hundred could cite evidence that recy-
cling, on net, saves resources, but that’s not
the real point; the real point is that recy-
cling is a pain in the neck and thus serves
the purpose of atoning for the joys of con-
sumption.

Despite the differences between the cul-
tural right and left and their mutual hos-
tility, there are deep similarities based on
their common rejection of modernity. They
sometimes join hands against their com-
mon enemy. A few years ago, Dave Fore-
man, founder of the radical left environ-
mental group Earth First!, wrote that Dan
Quayle and William Bennett might be on
to something in talking about virtue. “There
really is a crisis of values in this country,
and it really is incumbent on the conser-
vation community to talk about it, to
talk about restraint instead of excess, to
talk about humility instead of arrogance.”
More recently, we have had the spectacle
of the “What would Jesus drive?” cam-
paign against gas-guzzling SUVs.

Continued on page 16
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“What is still missing is the awareness of modemity itself
as a cause that needs an organized defense,
a public identity in cultural debates.”

MODERNITY Continued from page 15

Patrick Buchanan on the right and Jere-
my Rifkin on the left have united to oppose
free trade, immigration, and high-tech inno-
vation. Fundamentalists and radical femi-
nists joined forces in an effort to outlaw
pornography. And some conservative intel-
lectuals, like Richard John Neuhaus, edi-
tor of the conservative First Things, have
welcomed the postmodern critique of objec-
tivity: “[Relativists’] rebellion against the
pretentious certitudes of Enlightenment
rationalism, often defined as modernity, is
in large part warranted, and that is the ker-
nel of truth in ‘postmodernism.””

Who Speaks for Modernity?

The values of modernity still animate
much of American life. A commitment to
reason is still the operating principle of
many intellectuals, especially in the sci-
ences. It is the operating principle in engi-
neering, medicine, and other professions.
It is the source of the extraordinary tech-
nological advances in computers, telecom-
munications, and pharmaceuticals, among
many other fields. It is the source of new
business techniques for financial manage-
ment and streamlining production. In most
areas of our working lives, faith has no
voice and tradition is continually over-
turned.

In the realm of personal life and aspi-
rations, the anti-modern cultures have
more sway. Over a third of the popu-
lace, to judge by various surveys, look to
religious faith as their main source of moral
guidance; they believe in the literal truth
of the Bible, the immediate presence of
God in their lives, and the conservative
ethic of duty and virtue. A smaller but
more prominent and vocal segment seeks
salvation in postmodern values: New Age
spirituality, environmental activism, anti-
globalization protests. But that leaves a
sizable portion whose main concern is per-
sonal happiness. Those are the people
whose demand for secular moral guidance
has fueled a booming industry of self-help
books and seminars. In many best-selling
works, like those of Philip McGraw and
Nathaniel Branden, the message is neither
hedonism nor duty but rather a discipline
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for pursuing happiness through achieve-
ment, commitment, rationality, integri-
ty, and courage.

Who speaks for those values? Who pro-
vides the intellectual defense? Who carries
the banner of modernity in the culture wars?
Among popular writers, Ayn Rand was
far and away the most articulate advo-
cate. At the center of her Objectivist
philosophy, which she explicitly aligned
with the Enlightenment, was a morality
of rational individualism. Milton Fried-
man and other free-market economists
who, with Rand, inspired the rebirth of
classical liberalism also spoke from the
standpoint of modernity. In academia,
organizations such as the National Asso-
ciation of Scholars and the Foundation
for Individual Rights in Education have
been formed to defend objective research
and academic freedom against the oppres-
sive regime of postmodernism. Individual
scholars such as philosopher John Searle
and historian Alan Kors have been promi-
nent defenders of what postmoderns
dismiss as “the Enlightenment project.”
Scientists such as Richard Dawkins, Edward
O. Wilson, and Nobel laureate Steven
Weinberg have spoken out for the integri-
ty of science against its detractors on the
premodern right and postmodern left.

What is still missing, however, is the
awareness of modernity itself as a cause

that needs an organized defense, a public
identity in cultural debates. Among con-
servatives, a network of organizations,
alliances, and publications has created a
shared sense of mission, a kind of party of
the cultural right. Whatever specific issues
they are concerned with, conservatives
know who their allies are. Their cause has
a public name and face. The same is true
on the left. But as yet there is no party of
modernity.

We had a fleeting glimpse of such a par-
ty in the immediate aftermath of 9/11,
when the terrorist threat to the values of
modernity was denounced by commenta-
tors across the political spectrum, from
Aryeh Neier to Charles Krauthammer, from
the New Republic to the Weekly Standard.
An enduring version of that consensus is
possible. And it is vital for the future of
our civilization.

It is especially important for those who
have committed themselves to the politi-
cal cause of liberty, individual rights, lim-
ited government, and capitalism. We are
more likely to find allies and converts among
those who value reason, happiness, indi-
vidualism, and progress than among those
whose values are premodern or postmod-
ern. It was the Enlightenment that gave us
liberty as a moral ideal and a practical sys-
tem. The culture of modernity is still lib-
erty’s natural home. |

POLICY FORUM Continued from page 10

reggae music being one example—and they
haven’t dwindled away. In spite of all kinds
of real hegemony and power, the creative
human spirit in those poor countries has
managed to do well.

The point about terrorism is an impor-
tant one. ’m not for all forms of global-
ization: ’'m not for the globalization of
attack tactics and weapons. But if we look
at the countries from which the terrorists
come, we find one very common element.
There are very important strands of glob-
alization that those countries have very
fiercely resisted. Parts of the Islamic world
have fiercely resisted democratization, they
have fiercely resisted a market economy,

they have corrupt governments. Saudi Ara-
bia, obviously an important place for ter-
rorism, tries harder than just about any-
one else to keep out Western influences, to
keep out the idea of gender equality, to keep
out a well-functioning labor market, to
have censorship, to monitor what’s sent in
over the Internet, and so on. I think there
is arguably a problem with a kind of halfway
globalization that gives some people enough
ideas to do some nasty things but not enough
of the good part of globalization to have
healthy societies. From my point of view,
if there’s going to be a solution for the prob-
lems in the Islamic world, that solution will
be more globalization, not less. |
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Bill Niskanen Is 70

Cato chairman William A. Niskanen’s friends and colleagues
celebrated his 70th birthday at a seminar and dinner on
March 12 (the evening before his actual birthday).

Cato’s director of fiscal policy studies,
Chris Edwards, talks with Congressional
Budget Office director Douglas Holtz-Eakin.

Public choice scholar Gordon Tullock congratulates Niskanen.

VOUCHER WARS Continued from page 3

private schools and disaffected parents
around the country. As demand for the
institute’s services grew, it was forced to
expand in order to tackle simultaneous
legal battles in Florida, Illinois, and Ohio.
The fight in Ohio, over a voucher program
in Cleveland, made its way up to the fed-
eral district courts and, finally, to the Supreme
Court of the United States.

The second half of the book chroni-
cles that long and arduous road. The legal
arguments that finally won the day for
choice are sketched in the body of the nar-

by President Bush to be

chairman of the Council
of Economic Advisers,
talks with Cato adjunct
scholar Richard Rahn.

tative Government.

rative for the casual reader, but for those
seeking a more detailed understanding, the
book’s appendix contains the lengthy and
extensively researched amicus curiae (friend
of the court) brief filed by the Institute for
Justice in the Zelman case.

After inviting the reader to join him ring-
side for oral argument in Zelman, Bolick
provides a taste of the jubilation the lawyers
and plaintiffs felt upon learning that the
Court had come down on the side of free-
dom. Not content to rest on his laurels,
however, Bolick closes with a glimpse of
new battles ahead: in the final chapters, he
sketches the inevitable legal wrangles to

Cato president Ed
Crane and Nobel
laureate James M.
Buchanan sported
the same Liberty
Fund tie, which
features the first
written appearance
of the word “free-
dom,” in a Sumer-
ian cuneiform from
2300 B.c.

John Samples, director of Cato’s Center for Representative Government,
discusses Niskanen’s pathbreaking 1971 book Bureaucracy and Represen-

come over state-level “Blaine Amendments,”
passed at the end of the 19th century dur-
ing a wave of anti-Catholic sentiment in
an attempt to prevent state funds from flow-
ing to parochial schools. Bolick’s optimism
and determination to secure greater edu-
cational opportunities for children who’ve
been deprived of them by the public school
system are a palpable presence in the text.
By the book’s end, it is difficult not to share
them.

Voucher Wars is available ($20.00 cloth/
$12.00 paper) from Cato’s web bookstore
at www.catostore.org or can be ordered by
telephone at 1-800-767-1241. [ |
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Better ideas for IDEA

Cato Conference

How School Choice Could Help Special Ed

he public school system has never been
terribly successful at educating all
American children, but for students
with disabilities, its failure had been
spectacular. The Individuals with Disabil-
ities in Education Act of 1975 ended the
total neglect of disabled students, but it has
created a slew of its own barriers for dis-
abled children and their parents to over-
come. On February 13, the Cato Institute’s
Center for Educational Freedom sponsored
a full-day conference, “School Choice and
Special Ed: Extending Choice and Oppor-
tunity to Children with Disabilities,” to
examine the problems with the status
quo and the prospects for reform.
The closest thing to a defense of the cur-

with disabilities are the true experts on their
children,” he stopped short of endorsing
full-blown school choice and instead rec-
ommended greater flexibility for states and
stressed the need for uniform metrics by
which schools might be held accountable.

Greater enthusiasm for choice-based
reform was expressed by Sen. Larry Craig
(R-Idaho), but it was tempered by a keen
sense of political constraint. For the time
being, he said, the best that can be expect-
ed is experimental pilot programs, which
act primarily as feelers to “see what the
market is like.”

Three expert panels looked at the prob-
lems with the current IDEA system, the the-
oretical case for choice, and the empirical

for children with learning disabilities. Caire
soon realized that children—especially minor-
ity children—who had behavior problems
were routinely shunted into a special edu-
cation track that had become, he said, “a
dumping ground for kids the system does-
n’t want to educate.” Manhattan Institute
fellow Jay Greene looked at the environ-
mental and medical factors that contribute
to learning disabilities and confirmed that
identification of students as learning dis-
abled far outpaced the actual level of dis-
ability that should be expected. He con-
cluded that the “bounty system,” which dis-
burses additional funds to schools with more
disabled children, had provided an incen-
tive for overidentification.

Sen. Larry Craig (R-ldaho) tells Cato’s conference on school choice and special education that lawyers are a key source of opposition to choice in special
ed programs; Kaleem Caire and Jay Greene discuss the overassessment of learning disabilities; and Marie Gryphon, coauthor of Cato’s study of special
education, examines how choice could move the focus of special education from procedural compliance to student outcomes.

rent system came in the opening remarks
of Assistant Secretary of Education Robert
H. Pasternack, who heads his department’s
Office of Special Education and Rehabili-
tation Services. A form of educational choice,
argued Pasternack, is already present under
IDEA, since the government will fund pri-
vate education for children whose parents
can convince a panel of educators that the
public system is inadequately serving their
needs. Yet Pasternack was less than san-
guine about the state of special education
in America, noting the twin frustrations
of parents who sense that their children
make little academic progress and teachers
swamped by paperwork requirements.
Though he asserted that “the parents of kids
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benefits seen in a unique pilot program in
Florida. The first panel focused on the prob-
lems of the IDEA-structured system now in
place, overidentification of students as learn-
ing disabled and an excess of red tape chief
among them. Attorney Rose-Marie Audette,
described IDEA’s highly legalistic dispute
resolution system, which encourages edu-
cators to spend more time dotting proce-
dural “i”s and crossing paperwork “t”s as
a defense against lawsuits than they do work-
ing to improve academic outcomes. Kaleem
Caire of the American Education Reform
Foundation recalled walking into a major-
ity African-American classroom in his for-
mer (majority Caucasian) Wisconsin high
school and being told that it was the class

The second panel examined the poten-
tial benefits of programs that would intro-
duce choice and competition to special edu-
cation. The Yankee Institute’s Lewis M.
Andrews surveyed school choice programs
around the world, observing that Denmark,
which has had choice since 1899, boasts one
of the best educational systems in the world
for students with disabilities. Steve Bartlett,
who sat on a presidential commission on
special education, said that the current
approach is to “wait for students to fail”
before taking any remedial measures, but
he noted that school choice might empow-
er parents to demand a more “proactive”
approach. Empowerment was also stressed
by Patrick Heffernan of FloridaChild,



who stressed that, even if private schools
were no better than public, allowing par-
ents freedom of choice would be an inde-
pendent good. Cato education policy ana-
lyst Marie Gryphon closed the panel with
a thorough dissection of the IDEA process,
with its obsessive focus on procedural com-
pliance, and the ways choice could encour-
age greater focus on student outcomes.
Disabled students, some worry, might be
trapped in newly defunded public institu-

tions while the most academically gifted
were eagerly snapped up by elite private
academies. As the panelists in the day’s final
session agreed, fears of the private sector
snubbing special needs students have been
decisively refuted by the experience of Flori-
da’s McKay Scholarships Program, which
funds the private schooling of such students.
Cato’s David Salisbury contrasted the dire
predictions of opponents of choice with the
results of the McKay program, stressing flex-

ibility and the freedom to experiment as keys
to success. That view was seconded by Patri-
cla Hardman, director of the Dyslexia Research
Institute, who derided the claims of some
politicians that only public schools are
sufficiently accountable. “Accountability
comes when I look a child in the eye and
they’ve either succeeded or they haven’t
depending on what I'm doing,” said Hard-
man. “They can walk, and their feet make
me accountable every day of the week.” H

Biggs Joins Social Security Administration

ocial Security analyst Andrew Biggs has been named asso-

ciate commissioner for retirement policy at the Social Secu-

rity Administration, where he will head the Office of Retire-

ment Policy and focus on reform efforts. Biggs had been
with Cato since 1999.

Biggs took a leave of absence in 2001 to serve as a staff
member for the President’s Commission to Strengthen Social
Security. His presence there generated much gnashing of teeth
among anti-reform journalists. Ryan Lizza
wrote in the New Republic, “ Andrew Biggs . . .
is now a staff member for Bush’s commis-
sion and helped write its recently released
draft report. . . . Since its founding on May 2,
the Bush commission’s work has been almost
indistinguishable from Cato’s policy papers.
In fact, with its less technical language and
virtually identical arguments and examples,
the commission’s recent report represents a
kind of Cliffs Notes for the Cato case that Social Security is
broken in a way only privatization can fix.”

And Paul Krugman complained in the New York Times,
“The Bush plan emerged directly from Cato’s project on the
subject, several members of Mr. Bush’s commission on Social
Security reform had close Cato ties, and much of the com-
mission’s staff came straight from Cato.”

Since his return from the commission staff, Biggs has writ-
ten such Cato studies as “Perspectives on the President's Com-
mission to Strengthen Social Security,” the most compre-
hensive analysis of the commission plans available; “Per-
sonal Accounts in a Down Market: How Recent Stock
Market Declines Affect the Social Security Reform Debate”;
and “Failing by a Wide Margin: Methods and Findings in the
2003 Social Security Trustees Report.”

Andrew Biggs

Cato president Edward H. Crane said: “Andrew has been
a valuable contributor to Cato’s work on Social Security choice,
and we’re going to miss him. But this appointment is a great
opportunity for him and a testament to Cato’s leading role in
the debate over Social Security policy.”

ay Dorman has joined the Cato Institute as vice presi-
dent for development, with overall responsibility for the
Institute’s fundraising efforts. Dorman has more than
20 years’ experience in the travel and hospitality indus-
try including extensive work in Europe,
Latin America, and the Far East. At Mar-
riott International, he served as vice presi-
dent for Marriott Rewards Marketing and
vice president of finance and strategic plan-
ning for Renaissance Hotels and Resorts.
More recently he assisted several technolo-
gy- and travel-related start-up companies
in their initial planning, partnership, and
capital development efforts.

John Tamny has joined the Cato Insti-
tute as director of development. He was pre-
viously vice president and sales manager for
H. C. Wainwright & Co. Economics and
before that worked for both Credit Suisse
First Boston and and Goldman, Sachs in
private client services.

A third recent addition to the develop-
ment staff is development manager Andrew
Chamberlain, who will write proposals for foundations and
corporations and work on direct mail. He previously worked
for Liberty magazine and the Second Amendment Founda-
tion.

John Tamny

May/June 2003 Cato Policy Report ¢ 19



@In fact, federal employee quit rates are
at an all-time low and have long been low-
er than private-sector quit rates during
the Great Depression
More than one-third of federal employ-
ees who took part in a government-wide
survey released yesterday said they were
considering leaving their jobs, a finding
that Bush administration officials call
troubling.
—Washington Post, Mar. 26, 2003

@ Next year: high-speed access for the
taxpayers
Taking an aggressive stance on the
issue of the digital divide, the Kentucky
Housing Corporation, or KHC, has list-
ed broadband Internet access among the
inalienable rights of its low-income hous-
ing residents.
—Wired News, Feb. 11, 2003

#Bush gets Potomac Fever
As Washington Redskins owner Daniel
Snyder and his wife, Tanya, prepared to
be photographed with President Bush
and first lady Laura Bush during a late-
afternoon cocktail party at the White
House last Sunday, the president asked
Snyder: “How are we looking next year?”
—Washington Post, Mar. 9, 2003

#Just wait; it may not be that rare

John French Allen . . . estimates that,
between grazing war reports among the
cable news channels and surfing the Web
for information, he’s slept about 14 hours
since the war with Iraq started.

“It’s just such a rare opportunity that
we get to see something so transparent
and huge,” said Allen—and to see it
unfold in near real-time.

—Washington Post, Mar. 25, 2003

“To Be Governed...”

@Actually, it doesn’t “go to” anyone;
it stays with those who earned it
Democratic Gov. Mark R. Warner today
vetoed a proposed estate tax repeal. . . .
Democratic Sen. Linda T. “Toddy” Puller
(Fairfax) . . . said she would support uphold-
ing Warner’s veto, even though she vot-
ed for the repeal bill in the winter session.
“I’ve learned more about it, that most
of the money goes to a very few people,”
Puller said.
—Washington Post, Mar. 25, 2003

#Do journalists know the difference
between rights and power?

Few Arab leaders have tolerated chal-
lenge to their rule or relinquished power
voluntarily. But the entrenched political
order is under increasing pressure from
popular demands for economic improve-
ment and more openness. . . .

Qatar has abolished its Ministry of
Information, given women the right to
vote and drive, and held municipal elec-
tions. Yet even in Qatar's experiment, con-
sidered the boldest in the Arab world, some
complain that top-down reform is limit-
ed. By virtue of the world's largest gas
field, which will keep pumping into the
23rd century, its 140,000 citizens are among
the world's wealthiest and demands for
greater rights are rare. A local councilman,
Mohamed Saif Kuwari, complained that
he had too little power to stop cafe-goers
from smoking their water pipes on the
sidewalk.

—Washington Post, Feb. 27,2003

@ Get it now, from cradle to grave

Over the past year, scores of lawmakers
have vastly improved their Web sites, trans-
forming them from little more than fancy adver-
tisements into “virtual offices” that provide an

array of services to their constituents. . . .
Rep. George Radanovich (R-Calif.),
who also won a Golden Mouse, has a
“Life Events” page that provides links to
government services for every stage of
life, from birth to marriage to death.
—Washington Post, Mar. 3, 2003

#“Appearance”?

House Minority Leader Nancy Pelosi of
San Francisco has pushed through $1 mil-
lion in federal funds for a think tank start-
ed by her longtime adviser and campaign
treasurer, former Lt. Gov. Leo T. McCarthy,
sparking concerns that she is rewarding a
supporter with taxpayer money.

The $1 million appropriation for the
Center for Public Service and the Com-
mon Good at the University of San Fran-
cisco was among thousands of items buried
in the 3,000-page, $397.4 billion omnibus
appropriations bill that Congress passed
last week after just a few hours of debate.
The White House says President Bush
will sign the bill.

McCarthy, who serves as treasurer of
Pelosi's powerful political action commit-
tee, PAC to the Future, is a USF alumnus
who gave $1 million to start the center. . . .

“It certainly gives the appearance of
a conflict of interest,” said Tom Schatz
of Citizens Against Government Waste.
—San Francisco Chronicle, Feb. 21, 2003

@ Getting tough on failure
In an unusually harsh critique of an
agency with a strong global reputation,
the White House has questioned the abil-
ity of the Drug Enforcement Adminis-
tration to stem the flow of narcotics and
is threatening to give the agency its small-
est budget increase in 15 years.
—New York Times, Feb. 4, 2003
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