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Markets: The Most Powerful Stimulus to Progress

ince the United States faces tough
S foreign competition, Republicans
and Democrats alike are once again
demanding that we restrict our bor-
ders. Supposedly, keeping out imports,
immigrants, and foreign investment will
help bail out companies, save jobs,
assure fairness, and protect our national
security.

Yet it’s hard to find a single signifi-
cant case in which restricting borders
has accomplished those objectives. On
the contrary, historical experience shows
that to the degree—and for whatever
reason — borders are restricted, nations
suffer stagnation, decline, backward-
ness, and corruption. The world’s worst
basket-case economies are found in
places such as Albania and North Korea
whose rulers did the most to cut peo-
ple off from the outside world.

The reason border restrictions back-
fire everywhere, I believe, is that peace-
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by Jim Powell

ful contact with the outside world is
the most powerful and persistent stim-
ulus to human progress. A decent civ-
ilization is impossible without open
markets.

As French historian Fernand Braudel
put it, “Wherever the market is absent,
or insignificant, wherever money is so
rare that it has a virtually explosive
value, one is certain to be observing
the lowest plane of human existence,
where each man must himself produce
almost all he needs.”

Capitalist Mainspring

Recall that civilization arose not in
remote regions but along trade routes
where it was convenient for people to
gather. The oldest known long-distance
trade involved obsidian, a brittle vol-
canic glass that can be chipped into
knife blades, mirrors, and other imple-
ments. Valued for perhaps 20,000 years,
obsidian tools have turned up at most
early village sites in the Middle East
and the Mediterranean. Those villages
were usually hundreds of miles away
from sources of obsidian.

Wall Street Journal editor Robert L. Bartley, author of The Seven Fat Years, addresses some 150
participants in Cato's “New Perspectives for the Nineties” luncheon seminar in New York City July
29,
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After studying the obsidian trade,
British archeologists J. E. Dixon, J. R.
Cann, and Colin Renfrew noted: “The
most important traffic must have been in
ideas. The network of contacts arising
from the trade in goods must have been
a major factor in the rapid development
of the economic and cultural revolu-
tion that within a few thousand years
transformed mankind from a hunting
animal to a builder of civilization.”

Archeologists believe that a light-
skinned, dark-haired Babylonian peo-
ple migrated south from the Caspian
Sea about 8500 B.C. and settled what
became known as Sumer along the delta
where the Tigris and Euphrates empty
into the Arabian Gulf. Trade was abso-
lutely vital for civilization there, because
the only natural resources were water
and mud. There wasn't any stone, metal,
or timber. People had to figure out what
they could produce that others would
want, so mutually beneficial exchange
could take place. It was in the Sumerian

(Cont. on p. 10)
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Conventional Politics Is Not Enough

Chalrmap's (Nessage
he Cold War is over. We won.
And the Soviet Union has

collapsed. President Bush and

Governor Clinton, however, do

not appear to recognize either the

foreign or the domestic policy im-

plications of the new conditions.

The collapse of the Soviet
Union has not created a unipo-
lar world; it has recreated a mul-
tipolar world. We should expect
to have less influence on our
I Cold War allies, primarily be-

! | cause they are no longer depen-
dent on us for a security guarantee. That is the primary
reason, I suggest, for the continued stalemate on the Uru-

guay Round of trade negotiations and for the growing U.S.

isolation on global environmental issues. We will have to

relearn how to deal with other nations in the less threaten-
ing but much more complex multipolar political world.

A second direct implication is that the government should
make a massive reduction in the U.S. defense budget and
military forces. We no longer face any substantial military
threat to our vital national interests, except the one threat
against which we still have no defense—a missile attack on
the United States. The budgets proposed by both Bush and
Clinton, however, would maintain a defense budget (ad-
justed for inflation) at about the same level as during the
peak of the Cold War in the early 1960s. A defense budget
of about $150 billion (in 1992 dollars) would be more than
adequate to meet any important residual threat and should
include the deployment of a continental defense against
small missile attacks.

The domestic implications of the end of the Cold War
may be less obvious, but they are also important. First,
after every sustained war there is a broad demand for a
new political class. Almost every democracy has rejected
its wartime leaders in the first postwar elections. The de-
mand for a new political class, moreover, is usually associ-
ated with a demand for increased attention to domestic
issues. Second, the end of a sustained war usually leads to a
.decentralization of political authority —away from the ex-
ecutive, away from the national government—and a reduc-
tion in the relative size of government. At present, however,
the federal budget share of GDP is higher than at any time
since World War II.

The broad discontent with conventional politics reflects
a combination of the end of the Cold War and the failure of
the established political class to respond to the change in
priorities. The breadth of that discontent is reflected by a
number of conditions:

o the substantial primary votes for presidential candi-
dates other than Bush and Clinton;

e the low reputation of Congress, as reflected in the
primary defeat or resignation of a large number of
incumbents;

e the growing term limitation movement; and

e most important, the broad support for the aborted
candidacy of Ross Perot.

In January 1983 there may be as many as 150 new mem-
bers of the House of Representatives, the largest new class
of representatives since the Watergate class of 1974. That
new blood will increase the potential for a major change in
federal policies. The direction of any change, however, will
depend on whether President Bush or Governor Clinton is
more successful in responding to popular discontent.

Both Bush and Clinton, understandably, have campaigned
as the candidate of change, but neither is quite credible in
that role. Bush campaigns as a conservative, but he has
governed as the successor to Richard Nixon—substantially
increasing federal spending, taxes, and regulation. Clinton
has promised a change of party and personnel but has
enunciated no broad themes other than to “get this country
moving again.” Both candidates have endorsed a large de-
fense budget; all major domestic programs; and an expan-
sion of medical insurance, college financing, and job train-
ing. Neither candidate has made any substantial proposals
to reduce the large federal deficit.

As is usual in presidential elections, the devil is in the
details. Bush has endorsed several important substantive
and procedural reforms—including school choice, banking
reform, a balanced budget-tax limitation amendment, and
congressional term limits. Clinton has demonstrated more
independence from the special interest groups and the con-
gressional barons than any Democratic presidential candi-
date in the past three decades. Bush favors big science
projects such as the space station and the superconducting
super collider; Clinton supports several types of high-tech
public infrastructure. The federal government would al-
most surely continue to grow during the presidency of
either Bush or Clinton —maybe somewhat less under Bush,
but even that is not clear given the record of his first term.

Conventional politics as usual has not given us much of a
choice. Our major problems are a consequence of a govern-
ment that does not do anything very well, but those prob-
lems will probably not be addressed. The lessons from the
dismal record of socialism abroad have not been learned at
home. The opportunity for a genuinely liberating change
will again be deferred. And on November 4, the temporary
enthusiasm of the activists of the winning party will not
conceal the continuing broad popular discontent with con-

ventional politics.
A}

—William A. Niskanen
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The Globe Isn't Warming

Don't Rush to Judgment on Greenhouse Effect, Book Says

The popular vision of an approach-
ing apocalypse caused by global
warming has no scientific foundation,
according to a new book published by
the Cato Institute. Sound and Fury: The
Science and Politics of Global Warming
by Patrick J. Michaels demonstrates that
those who warn of a catastrophic green-
house effect —such as Democratic vice
presidential candidate Al Gore—can
justify neither their fears nor their blue-
prints for dramatically interfering with
the economies of the United States and
the rest of the world.

Michaels is an associate professor of
environmental sciences at the Univer-
sity of Virginia, state climatologist
for Virginia, and the Senior Fellow
in Environmental Studies at the Cato
Institute.

Sound and Fury criticizes what Mi-

The Science and Politics
of Global Warming

Patrick J. Michaels

Cato senior fellow Patrick ]J. Michaels, author of Sound and Fury: The Science and Politics of

Global Warming, talks with Jerry Taylor, Cato’s director of natural resource studies, and author P.J.
O'Rourke, Cato’s Mencken Research Fellow, at a reception.

chaels terms “science by press release
and congressional testimony” that has
not been peer reviewed according to
scientific standards. Among the mis-
conceptions exposed is the claim that
most scientists subscribe to the apoca-
lyptic vision of global warming. “Rather,
the consensus is the opposite: the Pop-
ular Vision is unscientific,” Michaels
writes. He notes that even Greenpeace’s
survey of scientists who participated in
a major UN study of climate change
found that only 13 percent of the re-
spondents believed that failure to change
the way we use energy would result in
a runaway greenhouse effect.

Michaels shows that the slight warm-
ing over the last century has been far
less than the prophets of the apoca-
lypse would expect, which throws the
reliability of their computer climate
models into doubt; that most of it hap-
pened before industry’s massive car-
bon dioxide emissions began; and that
most of the warming is at night, when
it produces benign effects such as longer
growing seasons. In other words, the
warming that has resulted from natu-
ral climatic processes is good.

Sound and Fury is available from the
Cato Institute for $21.95 cloth, $11.95
paper. |

Published by the Cato Institute, Cato Policy Report is a bimonthly | Doug Bandow........
review. It is indexed in PAIS Bulletin. James Bovard .. ......
Correspondence should be addressed to: Cato Policy Report, 224 T?d Galen Carpenter . ..
Second Street S.E., Washington, D.C. 20003. Cato Policy Report is Linda Clark .........
sent to all contributors to the Cato Institute. Single issues are | DavidLampo........
$2.00 a copy. ISSN: 0743-605X Copyright © 1992 by the Cato Institute | Brink Lindsey........
Stephen Moore . . ... ..

DavidiBoaz; WS sl e T P S W ST ) Editor | RogerPilon .........
Davidilampor Rl ey Tt L E Tt Managing Editor | Sheldon Richman. . ...
SheldonRichman .. ....................... Assistant Editor | JulieRiggs...........
4 Jerry Taylor. .. .......
Cato Institute Leigh Tripoli . . .......

William/A®Niskanen o = omims Shp Sal i Sy | il T it Chairman

EdwardiH![Crane s vt v i e iias A me i - e President and CEO James M. Buchanan. . . .
DavidiBoaz -t it e ey i e Executive Vice President Patrick J. Michaels. . . . .
JTames AL Dorn. i i e e Vice President, Academic Affairs PJORourke........
JonathanEmord. . ..................... Vice President, Development JimPowell . ..........

............................ Senior Fellow
.................... Associate Policy Analyst
.............. Director, Foreign Policy Studies
................... Director of Public Affairs
...................... Publications Director
...... -+.........Director, Regulatory Studies
................ Director, Fiscal Policy Studies
...... Director, Center for Constitutional Studies
............................. Senior Editor

............ Director, Natural Resource Studies
........................... Senior Editor

................. Distinguished Senior Fellow
............................ Senior Fellow
................... Mencken Research Fellow
............................ Senior Fellow




“New Perspectives” in New York

CatoPolicy Report

Forums Look at Term Limits, Censorship, Property Rights

Cato Evepls

une 4: A Cato Capitol Hill Briefing

examined “The Truth about the Bal-
anced Budget Amendment.” Address-
ing the news media and congressional
staffers were Rep. Charles Stenholm
(D-Tex.), principal sponsor of the bal-
anced budget amendment; Cato chair-
man William A. Niskanen; and James
Dale Davidson, president of the Na-
tional Taxpayers Union. Stenholm said
the amendment was the only way to
bring fiscal discipline to Congress.
Niskanen presented data showing that
a balanced budget requirement has re-
strained spending at the state level. Da-
vidson refuted Keynesian arguments
against a balanced budget amendment.

June 10: The first Cato/IHS Intern Fo-
rum of the summer featured Paul Ja-
cob, campaign director of U.S. Term
Limits, speaking on “Career Politicians
or Citizen Legislators? The Movement
for Term Limits.” This series of forums,
cosponsored by the Institute for Hu-
mane Studies, is presented for Wash-
ington’s many summer interns.

June 17: Julie Stewart of Families
Against Mandatory Minimums spoke
at a Cato/IHS Intern Forum on “Cookie
Cutter Justice: The Case against Man-
datory Minimums.” Stewart’s organi-
zation is working to repeal mandatory
minimum prison sentences, which do
away with judicial discretion in the
sentencing of those convicted of crimes.
She charged that mandatory minimums
provide broad scope for abuse by po-
lice. Stewart cited a case in which un-
dercover drug agents bought increas-
ing amounts of drugs from someone
with no criminal record until the man-
datory minimum law was triggered.

June 22: A Policy Forum on “Censor-
ship and Propaganda in the Gulf War”
featured John R. MacArthur, publisher
of Harper’s and author of Second Front:
Censorship and Propaganda in the Gulf
War. MacArthur blasted the news me-
dia for their uncritical parroting of the
government’s case against Iraq and their
timid acceptance of restrictions on cov-

Roger Pilon and Judge Loren Smith discuss the
status of property rights after the Lucas deci-
sion at a Cato Forum.

erage of the war. He called the Bush
administration’s propaganda campaign
“the subversion of American democ-
racy on a grand scale.” Leon T. Hadar,
author of the new Cato book Quag-
mire: America in the Middle East, ar-
gued that the media, rather than merely
serving as passive conduits for govern-
ment propaganda, were actually enthu-
siastic participants in the campaign to
take America to war.

June 24: Economist Walter Williams
spoke at a Cato/IHS Intern Forum on
“Americans: Serfs or Freemen?” The
George Mason University professor dis-
cussed how government power erodes
individual liberty and impedes society’s
progress.

June 26: A noon Policy Forum explored
whether it is “Time to Exterminate the
Endangered Species Act.” Robert Gor-
don, Jr., director of the National Wil-
derness Institute, argued that after
nearly 20 years and hundreds of mil-
lions of dollars, no species has been
removed from the endangered list be-
cause it was saved. Faith Campbell,
senior research associate at the National
Defense Council, responded that some
species have been helped and that with
more time and more money (“what-
ever it takes,” she said) the act will be
vindicated.

July 8: A roundtable discussion was
held with Lawrence E. Harrison, au-
thor of Who Prospers? How Cultural

Values Shape Economic and Political
Success. Present to discuss the thesis of
Harrison's book were Cato staffers Da-
vid Boaz, Sheldon L. Richman, Brink
Lindsey, lan Vasquez, and Stephen
Moore.

July 8: A Cato/IHS Intern Forum fea-
tured David Kelley of the Institute for
Objectivist Studies speaking on “Greed
and Achievement in the 1980s: An Ob-
jectivist Perspective.” Kelley said that
attacks on the 1980s as the “decade of
greed” are actually attacks on capital-
ism and the right of people to pursue
their self-interest through productive
work in the marketplace. Such pursuit,
he said, is proper for its own sake and
cannot help but increase the well-being
of all of society.

July 9: A. Haeworth Robertson, former
chief actuary for the Social Security
Administration, issued a grave warn-
ing at a Policy Forum on “Social Secu-
rity: What Every Taxpayer Should
Know.” Robertson, author of a new
book by that name, said the Social
Security system is on the road to un-
avoidable crisis when the baby boom-
ers retire in the next century. Since there
will be too few workers to support so
many retired people, the system will
have to either raise taxes to confisca-
tory levels or reduce benefits. He said
people need to understand that their
contributions to Social Security are not
invested in a trust and bear no rela-

John R. MacArthur, publisher of Harper’s, dis-
cusses his book, Second Front: Censorship and
Propaganda in the Gulf War.
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Wayne Angell after his address to Cato’s "New Perspectives for the Nineties” seminar in New York
City.

tionship to whatever benefits they may
eventually receive.

July 10: A Policy Forum on the ques-
tion “Are Steel Imports Unfair?” fea-
tured F Kenneth Iverson, chairman of
Nucor Corporation, and William C.
Lane, international trade specialist with
Caterpillar, Inc. The occasion for the
forum was the filing of 84 unfair trade
practice actions by the American steel
industry. Iverson, whose mini-mills are
highly efficient and profitable steel pro-
ducers, said that protectionist measures
to aid the domestic steel industry are
unjustified and even harmful. He ex-
plained that the usual reasons for
protection—dumping and foreign sub-
sidies—are illegitimate because charg-
ing different prices in different markets
is normal and the American steel
industry has been among the most
heavily subsidized in the world. Lane
discussed how Caterpillar and other
steel users are hurt by quotas on steel
imports.

July 14: A book party celebrated publi-
cation of Reclaiming the Mainstream:
Individualist Feminism Reconsidered
by Joan Kennedy Taylor, published by
Cato and Prometheus Books. Taylor
explained that traditional American
feminism has emphasized empower-

ment of individual women, not victim-
ization; self-responsibility; community
self-help independent of government;
and individual, not group, rights. She
said that feminism has won mainstream
support when it has stressed individu-
alism and has been of marginal impor-
tance when it has espoused a collectivist
agenda.

July 15: A Policy Forum examined
“Property Rights after Lucas v. South
Carolina Coastal Council.” Loren A.
Smith, chief judge of the United States
Claims Court, and Roger Pilon, direc-
tor of Cato’s Center for Constitutional
Studies, discussed the state of Fifth
Amendment “takings” jurisprudence af-
ter the U.S. Supreme Court's recent de-
cision in Lucas. Smith said the law is
substantially unchanged. Pilon said that
although the decision is not a boost for
advocates of private property, some of
the language in the majority opinion
might leave room for future progress.

July 15: Clint Bolick of the Institute for
Justice spoke about his legal work on
behalf of property rights and educa-
tional choice at a Cato/IHS Intern Fo-
rum entitled “Litigating for Liberty:
How to Change the World and Ruin a
Bureaucrat'’s Day.” He discussed his in-
stitute’s involvement in the educational

choice effort in Milwaukee and the case
of a shoe-shine entrepreneur in Wash-
ington, D.C., whose business was threat-
ened by leftover Jim Crow—era busi-
ness restrictions.

July 23: A Cato Policy Forum exam-
ined ethnic violence in the Balkans.
“The Bloody Flag: Post-Communist Na-
tionalism in Eastern Europe,’ featured
Juliana Geran Pilon, program director
for the International Foundation for
Electoral Systems and author of The
Bloody Flag: Post-Communist Nation-
alism in Eastern Europe. Pilon warned
that virulent “pseudonationalism” is
being exploited by ex-communists who
seek to retain power and asserted that
genuine nationalism is consistent with
tolerance and market liberalism. Ted
Galen Carpenter criticized the Bush ad-
ministration for inching toward mili-
tary intervention in Yugoslavia when
no vital U.S. interest is at stake.

July 28: Cato held a reception to honor
Robert L. Bartley, editorial page editor
of the Wall Street Journal, on the occa-
sion of the publication of his book,
The Seven Fat Years. The reception was
held at the home of Cato board mem-
ber David H. Koch in New York.
Bartley’s book is about the economic
effects of the Reagan years.

July 29: A "New Perspectives for the
Nineties” seminar was held in New
York City. The seminar featured Rob-
ert L. Bartley; Wayne Angell, a mem-
ber of the Federal Reserve Board of
Governors; C. Boyden Gray, counsel to
President Bush; Roger Pilon, director
of Cato’s Center for Constitutional
Studies; and Cato executive vice presi-
dent David Boaz.

July 29: Fred Smith, president of the
Competitive Enterprise Institute, dis-
cussed private property as a solution
to environmental problems at a Cato/
IHS Intern Forum entitled “Less ‘Gorey’
Ways of Saving Planet Earth.”

August 12: David Boaz concluded the
Cato/IHS Intern Forum series with a
talk on “400 Years of Failure: The Futil-
ity of Drug Prohibition.” He explained
why the war on illegal drugs cannot
succeed and why legalization would
markedly improve society. [ ]
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Marxism, Nationalism, and War in the Balkans

Policy Rorum

The Cato Institute regularly sponsors
a Policy Forum at its Washington
headquarters, where distinguished ana-
lysts present their views to an audience
drawn from government, the media, and
the public policy community. A recent
forum featured Juliana Geran Pilon, di-
rector of programs for Asia, the Ameri-
cas, and Europe at the International
Foundation for Electoral Systems and
author of The Bloody Flag: Post-
Communist Nationalism in Eastern
Europe, and Ted Galen Carpenter, di-
rector of foreign policy studies at the
Cato Institute.

Juliana Geran Pilon: The nations that
emerged from what is known as the
Revolution of 1989 continue to mys-
tify the Western world, which assumed
rather too hastily the immediate tri-
umph of democracy and tolerance, free
markets, and convertible currencies, to
say nothing of the supposed disappear-
ance of the secret police. Instead, one
reads of explosions and implosions as
the former Soviet empire divides itself
in often improbably small pieces.
Such splintering may be the result of
a special brand of nationalism that is
explained by a complex variety of fac-
tors shared by the ethnic communities
in East-Central Europe, however dif-
ferent their particular circumstances at
any given time. Historian Walter Kolarz
refers to them all as “peoples without
history” (a term he borrowed from
Friedrich Engles) because in fuedal
times only the upper classes wielded
effective political power while the peo-
ple themselves “were condemned to be
inarticulate, anonymous, silent” The
result was an uneven development in
the self-awareness of those ethnic soci-
eties; the ordinary folk were alternately
revered and despised, their languages
either ridiculed or glorified, depending
on ideological and political expediency.
In contrast with Western Europe, where
relative national homogeneity had been
achieved before the 19th century, East-
Central Europe continued to accentu-
ate and nurture differences. Royal

power helped unify and civilize the
West quite rapidly, while in the East
“feudal and local particularism did not
yield to political and administrative
centralization until the 19th century,
when nationalism was becoming a con-
scious force.” Accordingly, rather than
tending naturally toward democracy,
the East tended toward exclusiveness,
particularism, intolerance.

The Volk approach to nationalism in
East-Central Europe was radically dif-
ferent from the West's romantic con-
cept, which was expounded by Johann

Juliana Geran Pilon: “True liberalism implies a
mosaic of nations that will feel no compulsion to
"

appeal to any kind of ‘single, global authority!

Gottfried Herder at the end of the 18th
century. Herder, who was fully aware
of the dangers of an overly messianic
rediscovery and rewriting of national
history, emphasized linguistic and cul-
tural tradition. But his humanistic tol-
erance did not survive his adoption in
Eastern Europe. While he was a cham-
pion of liberty for all humanity, his
disciples to the east were statists
and exclusivists.

The region was particularly affected
by the Revolutions of 1848, which were
widely perceived as nothing short of a
“watershed.” Their legacy was xenopho-
bia, anti-Semitism, and other noxious
fumes that persisted through the First
World War and were further exacer-
bated by the horror that ensued with
the Nazi period and the communist to-
talitarian terror.

While explicitly anti-nationalistic,

Marxism paradoxically served some
of the same functions as nationalism; it
provided a sense of group identity
beyond the individual; a messianic
sense of history; and a moral frame-
work designed to justify aggressive acts
against others who are perceived as
exploitative, in a power struggle for
social, political, and cultural control.
Slovak writer Martin Simecka elabo-
rates: “Nationalism is similar to com-
munism in some ways. It gives people
an ideology, a sense of identity that we
lost when we became free.”

Four decades after its forced imposi-
tion in East-Central Europe, Marxism
has left deep, possibly even inescapable
scars. In brief, nationalism is the new
euphemism—the mantle that covers a
multitude of both sins and virtues—
with the resulting confusion that is the
necessary correlate of all ambiguity. De-
spite their different histories, each of
the East-Central European nations is
now facing a number of common prob-
lems that can be traced to their recent
ideological plight. Those problems are
the reason that today more than ever
the Danubian nations constitute, in the
words of Hugh Seton-Watson, “the sick
heart” of modern Europe.

Let me explain briefly the nature of
this sickness. First: over the past four
decades, each nation of East-Central
Europe has had to systematically re-
write its entire chronology from a
Marxist-Leninist point of view. Regard-
less of the valor or cowardice of its
people, or the richness or mediocrity
of its culture, erasing its history al-
together might have been easier to sur-
vive than the distortion. Books must
now be rewritten, rediscovered, resus-
citated.

Second: having to lie—not only
about one’s own past but even about
the present, about matters before one’s
own eyes—for fear of the secret police,
for fear of destruction and retaliation,
not only against oneself but against
one’s children and parents, has created
a deep sense of insecurity. No matter
how clear it is that such fear is per-
fectly justified, the sense that one
should have sacrificed everything in the
interest of truth is impossible to erase
completely.

Cako Poliey Repopi

An additional source of self-loathing
is the virtual absence of genuine cul-
ture. For in addition to the distortion—
if not obliteration—of past tradition,
there was the Kitsch of socialist anti-
art, the mirror of the lie in the form of
a pseudoculture that needs to be un-
done, to be eliminated from the body
of the nation like so much poison.

Furthermore, not only is the legacy
of poverty that the people of East-
Central Europe are facing a source of
anger as a result of the felt injustice at
having been subjected to a system im-
posed by force. It also manifests itself
as exhaustion due to malnutrition, psy-
chological stress, and lack of proper
medical attention and treatment. And
the contrast with life in the West makes
it even harder to bear: penury in the
Middle Ages was taken as a given; in
the 20th century it is insult added to
ideological injury.

Paradoxically, one of the saddest leg-
acies of the anti-individualist Marxist-
Leninist dogma, which turned out to
be an enormous hoax benefiting a small
ruling elite, is the pervasive suspicion
of one’s fellow human beings. In a so-
cial setting where “the Group” was ex-
alted above all individuals—requiring
immediate reporting of any deviant be-
havior that was supposed to harm
Group interests—suspicion was inevi-

table. It is impossible to properly ap-
preciate the true nature of postcommu-
nist nationalism without understand-
ing that fact.

As well as suspicion of one’s own
countrymen, there has been a deep mis-
trust of foreigners. The West in partic-
ular has been mistrusted for the rather
palpable reason that it did not come to
the rescue of East-Central European na-
tions during the Soviet occupation. On
the contrary, various forms of détente
with the communist rulers were wit-
nessed by the incredulous populations
until the final implosion of the entire
system, starting in 1989.

Finally, quite apart from-—and in
addition to—the traumatic legacy of
Marxism-Leninism, there are the ma-
neuverings of the outgoing nomenkla-
tura, the privileged elite of the socialist
state. The old elite, which did not dis-
appear with the revolutions, will un-
doubtedly seek all possible ways to
survive. In each of the countries of
East-Central Europe, the former com-
munist ruling class has found ways to
profit from the dismantling of the em-
pire. In the process, discord, including
anti-Semitism, and instability and dis-
content are fueled and perpetuated.
And it is not always easy to identify
the causal elements.

Writes Michael Dobbs of the Wash-

Cato president Edward H. Crane talks with Vaclav Klaus, prime minister of the Czech Republic, at

the 1992 General Meeting of the Mont Pélerin Society in Vancouver on August 3L

ington Post: “For thousands of midlevel
Communist apparatchiks, nationalism
has presented an almost miraculous
way of hanging on to power following
the collapse of the Marxist-Leninist
ideology. By handing in their party
cards and wrapping themselves in the
national flag, former Communists
were able to acquire new political iden-
tities overnight.”

Perhaps the most spectacular—and
sinister —example of a cynical change
of ideological facade may be found in
Serbian president Slobodan Milosevic,
the principal instigator of the conflicts
that have swept through Slovenia,
Croatia, and Bosnia during the last
12 months. Says Dragan Veselinov, a
political scientist at the University
of Belgrade:

Milosevic and the Serbian Com-
munist elite were not originally na-
tionalists. They took over national-
ist ideology to keep themselves in
power without substantially chang-
ing the political and economic sys-
tem. By switching ideologies, they
were able to unify the public mind,
achieving the same result as under
Communism.

It is no exaggeration to say that in
the near term, the insidious, skillful,
and astute effort of the old elite to
change their stripes is perhaps the most
formidable obstacle to the dismantling
of the old regime in East-Central Eu-
rope. In Bulgaria, for example, Turkish
party spokesman Yunal Lyutfi puts it
plainly: “Nationalism is the only card
the Socialists [the former communists]
have to play. Regrettably, that feeling is
flourishing in this part of the world. It
has no future, but in the short term it is
very dangerous.” But it is not clear how
“short” the short term may be.

What should one recommend for
those deeply wounded societies? Adopt-
ing the U.S. system? Not without some
qualifications. For the fact that Amer-
ica is “a melting pot,” however positive
in legal and economic terms, must give
pause to the ethnic societies of East-
Central Europe whose experience un-
der communism dampened any desires
to melt in any cauldron, no matter how
benign. For those societies, liberalism
must be accompanied by a sophisti-
cated and serious commitment to cul-

(Cont. on p. 8)
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tural vitality if it is to have any hope
“of adoption.

I believe that such a commitment is
to be found, eloquently and cogently
defended, in the words of Austrian
economist and philosopher Ludwig von
Mises, who in his 1919 book Nation,
State, and Economy argued not only
that freedom is thoroughly compatible
with nationalism but that the two are
intrinsically connected.

Von Mises cherished pluralism and
difference, the blend of cultures that
has traditionally made the Danubian
region a mosaic no less splendid than it
is varied. He was a strong proponent
of nationality (or nationalism), which
he took to be an individualistic idea
opposed to “the collectivist idea of the
racial community” Nationalism is based
on a common language and thus on a
similar cultural tradition. Far from be-
lieving that modernity and economic
efficiency require the suppression of
national differences, von Mises felt that
nationalism was—or should be—en-
tirely positive. It is predicated on the
idea that freedom allows creativity and
the development of one's ethnic heri-
tage in any manner one desires. And
that applies to all nationalities, all in-
dividuals. Thus, nationalism is to be
fostered for it “bears no sword against
members of other nations. It is directed
in tyrannos. . . . The idea of freedom is
both national and cosmopolitan.”

In brief, von Mises defended nation-
alism because he believed in freedom.
He thus appealed to the positive histor-
ical roots of Western European nation-
alism. The only moral and, coinciden-
tally, most prudent policy, argued von
Mises, is individual freedom, which im-
plies tolerance. Not only is freedom
necessary for prosperity, it is necessary
for its own preservation. All other
roads, whatever their apparent value,
lead not only to serfdom and penury
but to various forms of oppression, to
violation of human—which is to say,
individual —rights.

Will East-Central Europe be able to
embrace freedom? Returning to plural-
ism seems too exhausting. There is so
much felt hurt, and where is one to
turn if not to government? Above all,
the priorities are confused: What should

be salvaged first? One's individual iden-
tify or one’s ethnic heritage? Should
one look out first for oneself and one's
family, one’s national group, or the
country?

If true pluralism is to develop, there
will have to be political safeguards—
the kind of constitutional framework
that protects the rights of all men as
does, for example, the American Bill of
Rights. Above all, the right to free
association —including the right to or-
ganize ethnically based political par-
ties, even communist parties—must be
guaranteed. And an independent judi-
ciary is absolutely essential to defend
the individual against state abuse.

Ted Galen Carpenter: “There is no justification
for, nor any profit or gain to be realized from,
attempting to solve the conflicts of Eastern Eu-
rope by military means.”

In conclusion, I cannot resist the
temptation to take up the challenge that
Strobe Talbott extended in his article
“The Birth of the Global Nation” in the
July 20, 1992, issue of Time. He predicts
that within 100 years “nationhood as
we know it will be obsolete; all states
will recognize a single, global author-
ity” That view is depressing at best. A
global nation, by definition, is no na-
tion at all; nationality implies tradi-
tion, difference, particularism. If true
liberalism prevails, as the optimists
among us believe it will, so will choice,
democracy wedded to individual free-
dom, and plurality of traditions. This
to me implies a mosaic of nations that
will feel no compulsion whatever to ap-
peal to any kind of “single, global au-
thority” Anyone who still believes that
central government is the only guarantor
of order should look to the great lesson
of the past century. Global authority is
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a horrible illusion. Eternal vigilance is
the sole guarantor of freedom.

Ted Galen Carpenter: Juliana Pilon is
absolutely correct in finding that, con-
trary to the prevailing mythology that
communism was an antidote to the ma-
lignant impulses of nationalism, the
Leninist period aggravated those tend-
encies. Since the collapse of Leninism
as an ideology, nationalism in its most
intolerant forms has not only made a
comeback; it is likely to be even more
virulent than it was before.

I rarely argue with von Mises, but I
think he was a little too kind to nation-
alism. I tend to think that intense group
identity is going to take unhealthy
forms far more often than relatively
benign ones. Nationalism can be con-
sistent with an overall attitude of toler-
ance and individuality and be expressed
primarily in cultural distinctions, but
historically that has been the excep-
tion, not the rule. Group identity fos-
ters a sense of insularity, a sense of "“us
versus them,” which is inherently a
rather unhealthy attitude. I do not think
nationalism has to take the violent
forms we are now witnessing in vari-
ous parts of the world, but I put much
greater confidence in emphasizing indi-
viduality and judging people as individ-
uals than I do in judging them as mem-
bers of political or religious groups.

The fighting that is taking place, even
as we speak, in Moldova, Nagorno-
Karabakh, and what used to be Yugo-
slavia raises a very serious question,
one that Western policymakers have
been addressing with increasing fre-
quency: what can the West, specifically
the United States, do about the increas-
ing violence in Eastern and Central Eu-
rope? My short answer is that the
United States cannot do very much at
all to resolve those conflicts and that it
would be extremely unwise for us to
venture beyond the realms of diplo-
macy and economic relations in an at-
tempt to do so.

Unfortunately, we have a foreign pol-
icy establishment in this country that
seems to have an inexorable urge to
meddle. One particularly disturbing ex-
ample is the ongoing effort to trans-
form NATO from an arrangement to
defend Western Europe against Soviet
military aggression and political intim-
idation into an extremely vague re-
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gional collective security organization
to preserve what President Bush has
described as stability. The new enemies,
according to Bush, are “uncertainty, in-
stability, and unpredictability” Particu-
larly ominous was the decision reached
by the NATO foreign ministers at their
June meeting in Oslo to place NATO
military units at the disposal of the
Conference on Security and Coopera-
tion in Europe for possible peace-
keeping operations in Eastern Europe.
That was a very dangerous step that
could involve the United States in all
manner of extremely messy conflicts.

We also see growing pressure from a
self-appointed political and opinion-
making elite in the United States to
have this country lead an international
intervention in Yugoslavia. Unfortu-
nately, the Bush administration, despite
its initial healthy skepticism about the
wisdom of getting entangled in that
conflict, seems to be drifting toward
military involvement.

It is unnecessary for the United States
to engage in that kind of promiscuous
interventionism. For the first time in
more than 50 years, the United States
does not face a powerful challenger to
its security. We ought to learn to enjoy
that situation rather than search for
new interventionist missions. Without
a powerful challenger to exploit the
turmoil, the conflicts taking place in
Eastern Europe and in portions of the
former Soviet Union are parochial.
They will not upset even the European,
much less the global, balance of power
and are therefore irrelevant to U.S. se-
curity interests.

Some of those who are trying to push
the administration into engagement in
Yugoslavia draw patent historical anal-
ogies, and one of the favorites is with
the beginning of World War I in
Sarajevo. Interventionists act as though
that small city in the middle of a moun-
tainous peninsula somehow had global
significance. It doesn't. The assassina-
tion of Archduke Franz Ferdinand in
Sarajevo triggered World War I because
of the nature of the European state
system at the time. Conflicts in the
Balkans had devastating consequences
during that period only because the
great powers of Europe foolishly made
them important to their own security
interests. Today Sarajevo is nothing
more than a dot on the map. It has no

great geopolitical significance, and we
ought to stop pretending it does.

If the members of the European
Community feel they have significant
interests at stake in the Yugoslavian
conflict, they have sufficient resources
to defend those interests. We are talk-
ing about an association that now has
a collective gross national product of
some $6 trillion a year, a collective pop-
ulation of 340 million, and active duty
military forces of more than 2.2 mil-
lion personnel. A community with
those characteristics should certainly
be able to handle an expansionist threat
the size of Serbia.

So far the West European nations
are divided about what, if anything, to
do. Britain wants to leave well enough
alone. The German government, how-
ever, has adopted a policy that is espe-
cially odious. German officials have
insisted that they will be unable to send
any military forces to meet collective
security obligations in the Balkans for
both constitutional and historical rea-
sons. At the same time, Bonn is beat-
ing the war drums for an international
intervention, an intervention from
which German forces would be conve-
niently, and conspicuously, absent.

The lack of vital U.S. interests in
Yugoslavia and elsewhere in Eastern
Europe doesn’t mean that we are indif-
ferent to the fate of the people who live
there. We ought to follow a program of
active diplomacy, and we certainly

should be willing to act as mediator
and conciliator if the various warring
factions want to reach peaceful solu-
tions. We should not make their eco-
nomic troubles more difficult by closing
our markets to their products as we
have done previously, even since the
revolutions of 1989, as James Bovard
pointed out in a recent Cato study.

Beyond engaging in active diplomacy
and opening its markets, however, the
United States should be extremely care-
ful. There is no justification for, nor
any profit or gain to be realized from,
attemping to solve the conflicts of East-
ern Europe by military means.

William A. Niskanen: Let me offer a
final comment. My sense is that na-
tionalism is less of a problem when the
power of the state is limited. If you
have a big active government, who con-
trols that government is very impor-
tant. One of the ways to make it easier
to live with various group identities, in
a given national state, is to reduce the
power of the state. The Israelis and the
Palestinians would have a much greater
potential for living together in harmony
if the budget of the Israeli government
were not as big as the GNP, which it
roughly is. Who's in control of the Is-
raeli government is very important. The
Jews and the Palestinians would have a
much easier time living together if ev-
eryone’s life were not so controlled by
the leviathan that is Jerusalem. [ ]

Rep. Charles Stenholm (D-Tex.), Cato chairman William A. Niskanen, and National Taxpayers
Union chairman James Dale Davidson discuss a constitutional amendment to balance the budget at
a Cato Capitol Hill Briefing in June.
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vortex of trade that writing began.

Europe’s first great civilization arose
from trade. Beginning perhaps around
7000 B.C., a resourceful maritime peo-
ple established themselves in Crete. The
Minoans, as archeologists call those
people, became great traders who domi-
nated the Aegean. They brought cop-
per from Cyprus and tin from Asia
Minor. Many Egyptian objects have
been unearthed at Knossus, and Minoan
pottery made its way to Egypt.

A complex commercial network
evolved in ancient Africa. In North
Africa Marrakech was a market town.
Goods flowed across the Sahara Des-
ert. The kola-nut trade flourished in
the Volta River Basin, now part of
Ghana. Hundreds of commercial towns
appeared in West Africa. East Asian
traders conducted a lively business in
honey, coconuts, ivory, and gold.

Markets also flourished in ancient
America. Between about 1600 and 500
B.C., Chalcatzingo, about 100 miles
southwest of Mexico City, seems to have
been a major trading center. Olmec
objects, found throughout Central
America, suggest that trade flourished
there from about 800 to 400 B.C. Arche-
ologist Raymond Sidrys analyzed obsid-
ian tools from ancient Mayan sites and
discovered evidence of an efficient com-
mercial network quite a few hundred
miles long.

In China, Shang dynasty (1765 to
1122 B.C.) tombs contain trade goods
such as sea shells, turtle shells, tur-
quoise, jade, and tin whose source was
some distance away. The Han dynasty
(206 B.C. to 220 A.D.) conducted exten-
sive trade with “barbarians.” Han mer-
chants opened the famed “silk road”
across Central Asia.

A Radiant Civilizing Influence

Markets appeared at every stage of
the development of civilization. “Trade
was the great disturber of the primitive
world,” noted historian Will Durant.
Medieval Europe emerged from wretch-
ed isolation in large part because mar-
kets revived. Commercial fairs brought
together merchants from Europe, Rus-
sia, Scandinavia, the Mediterranean,
and the Middle East. Those fairs, which

for centuries were the most potent civi-

lizing force, helped to erode ancient
prejudices and bring people new ideas
as well as goods.

Most of the Western world's great
cultural centers—London, Paris, Am-
sterdam, Florence, Venice, Vienna, and
New York—started as market towns and
remain major commercial centers. The
closer ordinary people live to markets,
the better their lives tend to be. In main-
land China, people are best off along
the coastline, where they have the easi-
est access to traders. In the former Soviet
Union, the Baltic republics, which are
closest to the West, are the most pros-
perous. Similarly, Slovenia, bordering
Western Europe, is the most prosper-
ous part of the former Yugoslavia. Mexi-
co’s most prosperous region is the north,
which is close to the United States. The

“Most of the West-
ern world’s great cul-
tural centers started
as market towns and
remain major com-
mercial centers.”

most prosperous regions in the United
States are generally on the coasts where
people have the greatest exposure to
the outside world.

Enriching Our Culture

Imagine how dull our diet would be
if we were limited to eating just what
originates locally. Like cave men, we'd
be foraging for edible roots and ber-
ries. Practically all the food that has
become an integral part of our culture
originated someplace else. Archeologi-
cal evidence suggests that sheep were
first domesticated in what is now Iraq,
chickens in Pakistan, and cattle in
Greece and Anatolia. The Egyptians
were among the earliest people to do-
mesticate wheat. Apples are considered
about as wholesomely American as
anything can be, but the apple proba-
bly came from central Asia. Oranges,
peaches, apricots, and Japanese plums
came from China.

Potatoes originated in the Andes, pos-
sibly in Chile from whence they were
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probably brought to Peru, and then to
Ireland during the 16th century. Irish
immigrants introduced potatoes in New
England; hence the common name “Irish
potato.” A meager-looking maize proba-
bly originated in Peru, then crossed
with other varieties to emerge in Gua-
temala as flour corn that was subse-
quently brought to North America and
hybridized into modern sweet corn dur-
ing the 19th century. Tomatoes origi-
nated in the Andes, but, perhaps because
they’re in the same botanical family as
deadly nightshade, Americans avoided
them until the 18th century, after Euro-
peans had shown that they weren't poi-
sonous.

American culture is rich and dynamic
because this country has been open to
the world. What could be more Ameri-
can than cowboys? Well actually, ranch-
ing in the Southwest reflects Mexican
influence. The pioneers who went to
Texas were farmers, not ranchers. And
many Spanish words have entered the
American language to describe life in
the Old West: corral, bronco, pinto,
palomino, rodeo, canyon, mesa, mes-
quite, pronto, and fiesta.

Immigrant Slavs have not only pro-
vided industrial muscle but have given
us Stan Musial, Carl Yastrzemski, John
Havlicek, and other star athletes. Ital-
ians were among the first to settle Vir-
ginia, back in 1622, and in the 19th
century Chinese and Japanese laborers
sweated to build railroads across Amer-
ica. The foods of those cultures have
become a familiar part of American
cuisine.

Perhaps the most popular expres-
sion of American culture is movies,
and here Jews have made stupendous
contributions—from entrepreneurs such
as William Fox, Samuel Goldwyn, Louis
B. Mayer, Adolph Zukor, and Jack War-
ner to entertainers such as Groucho
Marx, Jack Benny, and George Burns
and composers such as Irving Berlin,
George Gershwin, and Richard Rodgers.
Black composers and musicians such as
Louis Armstrong, Duke Ellington, and
Ella Fitzgerald have delighted millions.

It is largely because of German immi-
grants that Christmas is such a joyous
holiday in America—the Puritans had
banned festivities. German immigrants
also introduced the Easter Bunny, frank-
furters, hamburgers, coffee cakes, gym-
nasiums, picnics, and state fairs.
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The Hungarian immigrant Eugene
Fodor did much to inform people every-
where about world civilizations. After
attending the Sorbonne and the Uni-
versity of Grenoble, he got a job as a
clerk/interpreter with the French Line
whose ships cruised between Le Havre
and New York in the summer and the
Mediterranean and Caribbean in the
winter. He began writing travel arti-
cles, then books with lively reports
about local culture. He eventually as-
sembled a team that produced and
updated some 140 books annually. More
than 200 million copies of Fodor guides
have been sold. “I always thought that
we could really solve the world’s worst
political problems simply by throwing
out every government and replacing it
with a national tourist office,” the feisty
Fodor remarked.

What can an American possibly learn
about the English language from a for-
eigner? A number of successful Ameri-
can publishing firms were started by

‘immigrants: Phaidon (Frederick A.

Ungar from Austria), Frederick A.
Praeger, Inc. (Frederick A. Praeger from
Austria), Pantheon Books (Kurt Wolff
from Germany), and Academic Press
(Walter Johnson and Kurt Jacoby from
Germany). Rudolph Flesch has proba-
bly had as much influence as anyone
on the way Americans write English.
He was preparing for the Austrian bar
when Hitler annexed his country. Soon
after arriving in the United States,
Flesch, aged 27, decided he didn't want
to study law all over again. He got a
job as a stock clerk at a book bindery,
then won a one-year scholarship at the
Columbia University School of Library
Science where he began studying sty-
listic elements that distinguish reada-
ble from turgid writing. That led to
The Art of Plain Talk (1946), The Art of
Readable Writing (1949), Why Johnny
Can't Read (1955), Say What You Mean
(1972), and 10 other books that con-
tinue to sell well. Flesch convinced
people in journalism, advertising, and
business to write simpler, more con-
versational English that can be easily
understood.

Old World art collections were ini-
tially often the result of plunder. Later,
merchants created great wealth and paid
gifted artists to spend their time creat-
ing masterpieces. In the New World art
has been a by-product of open markets.

Museums were born in the 18th cen-
tury, during the industrial revolution.
Entrepreneurs and their heirs, such as
the Rockefellers, Guggenheims, Have-
meyers, and Mellons, supported muse-
ums. Unlike European museums, which
originally catered mainly to artists and
scholars, American museums aimed to
educate the public. As Joseph Choate,
a founder of New York’s Metropolitan
Museum, explained in 1880, “The dif-
fusion of knowledge of art in its higher
forms of beauty would tend directly to
humanize, to educate and refine a practi-
cal and laborious people.”

Great American art collections could
be built up because there was free trade
in art. However, when protectionism
surged after 1890, Congress slapped
tariffs on imported art. Those tariffs

“Commercial fairs
helped to erode
ancient prejudices
and bring people
new ideas as well
as goods.”

became an issue in 1907 when J. P. Mor-
gan wanted to give the Metropolitan
Museum the vast collection of paint-
ings he had in London. He held off
because the tariffs would have cost him
an estimated $1.5 million. Trade liber-
alization was in the air, though, par-
tially because American tariffs had
triggered trade retaliation that harmed
Americans, and so—encouraged by
Morgan'’s lobbying clout—the 1909 tariff
law put art on the free list. The Metro-
politan Museum subsequently took de-
livery of Morgan’s collection.

Open markets bring culture to mil-
lions. Until the 19th century, books
were typically published as a coopera-
tive venture between printer and book-
seller. Consequently, sales were limited.
Thomas Paine’s Common Sense (1776)
was among the first books published
in quantity for distribution to many
shops; it quickly sold an estimated
150,000 copies, more than any other
book since the introduction of printing
in America. During the 19th century,
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publishing for the market became com-
monplace. Millions of copies of works
of popular fiction were sold. In April
1862 Victor Hugo'’s Les Miserables was
published simultaneously in Paris, Lon-
don, New York, Brussels, Madrid, Turin,
and St. Petersburg. Harriet Beecher
Stowe's Uncle Tom’s Cabin sold 3 mil-
lion copies—in a country of 30 million
people—before the outbreak of the Civil
War. Between 1900 and 1930, Edward
Stratemeyer wrote more than 1,300 chil-
dren’s books, including the Tom Swift,
Nancy Drew, Hardy Boys, and Bobbsey
Twins series, that sold over 200 million
copies.

Since the late 19th century cultural
entrepreneurs have served huge markets.
Free-wheeling Americans began building
large newspaper circulations. In 1922
Dewitt and Lila Wallace launched Read-
er’s Digest, which has achieved a month-
ly circulation of over 100 million in more
than 180 countries and sold 1.1 billion
books. Condensed Books editor John
S. Zinsser remarked, “At Reader’s Digest,
we never considered reading an elite
activity” In 1923 Henry Luce published
the first issue of Time, which became a
publishing colossus with 23 magazines
reaching 120 million readers a month;
it has also sold over 28 million books.
In 1926 entrepreneurs Harry Scherman
and Maxwell Sackheim launched Book-
of-the-Month Club, which has signed
up 3.5 million members in 70 coun-
tries, including out-of-the-way spots like
Belize, Oman, and Andorra, and has
sold over 600 million books.

Markets gave millions of people the
affluence, leisure, and competitive spirit
to pursue sports. Except for horse rac-
ing, organized sports didn't exist before
the American Civil War. Back then,
baseball was only for amateurs. Foot-
ball was a variation of soccer played
around Boston. Boxing was outlawed
in every state. Basketball, golf, tennis,
and ice hockey were unknown. Even
track and field developed after the Civil
War. Most modern sports date from
the era of great entrepreneurs who pio-
neered American industry. The National
Baseball League was started in 1876,
the U.S. Lawn Tennis Association in
1881, the American Hockey Associa-
tion in 1887 and the U.S. Golf Associa-
tion in 1894. Modern soccer, rugby, and
football developed during the late 19th
century; the American Professional

(Cont. on p. 14)
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Bush Increases Domestic Spending at Record Pace;
'Other Papers Examine Yugoslavia, Unions, Biodiversity

President Bush has increased real
federal domestic spending by 8.7
percent per year, a faster rate of growth
than under any previous president since
John E Kennedy, and has run up bigger
deficits as a percentage of GDP than
any other post—World War II president,
according to a new Cato study, “Crisis?
What Crisis? George Bush's Never-
Ending Domestic Budget Build-Up” by
Stephen Moore, the Institute’s director
of fiscal policy studies (Policy Analysis
no. 173).

Bush has achieved his record of fis-
cal mismanagement by increasing real
domestic spending by 28 percent in just
three years, Moore writes. Bush has
increased real spending since 1989 by
11 percent for highways, 58 percent for
Head Start, 46 percent for food stamps,
and 18 percent for child nutrition. The
study also notes that the president has
not vetoed a single spending bill sent
to him by Congress.

Bush’s spending spree has not been a
result of defense spending. Since 1989
real defense spending (in 1987 dollars)

has declined by $30 billion while real
domestic outlays have risen by $175
billion. Every domestic area has had a
double-digit percentage increase, and
expenditures for all areas but agricul-
ture have grown faster than inflation.

U.S. Should Avoid
Yugoslavian Entanglement

The United States has no compelling
interests or obligations that should
lead it to become involved in the tur-
moil in Yugoslavia, either unilaterally
or through NATO or the United Na-
tions, Ted Galen Carpenter, Cato’s di-
rector of foreign policy studies, writes
in “Foreign Policy Masochism: The
Campaign for U.S. Intervention in Yu-
goslavia” (Foreign Policy Briefing no.
19). Carpenter says that the conflict in
Yugoslavia is based on long-standing
ethnic and religious animosities that
show little hope of being eased by out-
side intervention. Though the results
of Serbian aggression may be tragic,
they do not affect U.S. security interests.

Advocates of U.S. intervention in Yu-

goslavia point to the role that Balkan
conflicts played at the beginning of
World War I. However, it was other
powers’ meddling in Balkan conflicts
that led to the war, not the conflicts
themselves.

Employees’ Rights against
Unions Upheld

President Bush’s recent executive or-
der requiring federal contractors to in-
form their employees of their rights
under the Supreme Court’s decision in
Communication Workers of America v.
Beck is a belated but important step
toward providing justice for workers
who are forced to pay union dues that
are spent on political activities they
may oppose, writes Charles Baird, pro-
fessor of economics at California State
University at Hayward, in a new study
from the Cato Institute.

In “The Permissible Uses of Forced
Union Dues: From Hanson to Beck”
(Policy Analysis no. 174), Baird writes
that Executive Order 12800 finally gives
teeth to the 1988 Beck decision, which

Government Stifles Economic Development, Book Argues

Polltlcal scientist David Osterfeld
challenges the prevalent interven-
tionist model of economic development
and proposes capitalism as an alterna-
tive in Prosperity versus Planning: How
Government Stifles Economic Growth,
a new book from Cato and Oxford
University Press. Osterfeld, who teaches

PROSPERITY
VERSUS
PLANNING

How Government Stifles
Economic Growth

DAVID OSTERFELD

at St. Joseph's College in Indiana, ar-
gues on both theoretical and empirical
grounds that the most effective way
to promote growth is to establish a
wall to separate government and the
economy.

Building on the work of Peter Bauer
and Julian Simon, Osterfeld emphasizes
the importance of the market as a vehi-
cle for growth. He extends the concept
of privatization to the Third World and
argues that many commonly held views
on food production, resource availabil-
ity, and population growth are actually
alarmist myths flatly contradicted by
the data.

This book focuses on such critical
issues as foreign aid, the role of multi-
national corporations and foreign in-
vestment, migration, the impact of
political corruption, and a host of other
issues. It is an important contribution
to the continuing debate over poverty

David Osterfeld

and population in the developing world.

Prosperity versus Planning: How
Government Stifles Economic Growth
is available from the Cato Institute in
paperback for $19.95. [ ]
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“enables a worker, already compelled
to pay dues to a union as a condition
of continued employment, to withhold
that portion of his dues that the union
would otherwise spend for purposes of
which he may disapprove, such as par-
tisan political activities” Baird shows
how a series of Supreme Court deci-
sions, beginning in 1956, has helped
clarify the rights of workers who are
forced to pay union dues under the
National Labor Relations Act.

“Government coercion pervades the
entire collective-bargaining process,”
Baird argues. “No collective-bargaining
contract under the NLRA can rightly
be considered a private voluntary ex-
change relationship.” The Beck execu-
tive order will “mitigate at least some
of that coercion”

Baird concludes: “If the National La-
bor Relations Board promulgates rules
that rigorously enforce the Beck de-
cision...many unions may simply
choose to drop their union shop and

« agency shop agreements. If that is the

eventual outcome, the long court bat-
tle, waged since 1956 by workers seek-
ing freedom from forced dues associ-
ated with unions, will have been won.”

Limits on Technology
Would Hurt Biodiversity

The measures recommended by the
recent Earth Summit would deny all
nations the means of developing new
technology, write Indur Goklany and
Merritt W. Sprague in “Sustaining De-
velopment and Biodiversity: Produc-
tivity, Efficiency, and Conservation”
{Policy Analysis no. 175). The authors,
who are program analysts with the U.S.
Department of the Interior, argue that
those measures might well do more en-
vironmental harm than good, because
the major cause of loss of forestland,
other habitats, and biodiversity is the
conversion of land to meet human
needs. The best way to limit land con-
version is to continue to improve the
efficiency and productivity of activi-
ties that use land.

To prove their point, the authors
demonstrate that had technology been
frozen at 1910 levels, in 1988 it would
have taken 1,222 million acres, or more
than 54 percent of total U.S. land area
including Alaska, to meet our domestic
and export needs instead of the 297
million acres we actually harvested. ®

Freeing Capital Flows
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Cato Joins Bradley Policy Center
As Cosponsor of Shadow SEC

he Cato Institute has become a co-

sponsor of the Shadow Securities
and Exchange Commission, which pro-
motes greater use of economic analysis
and evidence in formulating regula-
tory policy for financial markets. The
Shadow SEC also seeks to encourage
academic economists to focus their re-
search on issues related to financial-
market regulation. Cato’s cosponsor is
the Bradley Policy Research Center of
the William E. Simon Graduate School
of Business Administration at the Uni-
versity of Rochester.

The Shadow SEC is made up of five
leading economic and legal scholars
specializing in the economics and regu-
lation of the financial sector. Through
open debate at annual meetings, the
shadow commissioners attempt to for-
mulate objective, economically sophis-
ticated policy responses to regulatory
problems of current concern. The com-
missioners are Charles C. Cox, former
acting chairman of the SEC; Nobel lau-
reate Merton H. Miller; professors Ron-
ald J. Gilson and Hans R. Stoll; and
Gregg A. Jarrell, director of the Brad-
ley Center, who serves as chief of staff
of the Shadow SEC.

The third annual meeting of the
Shadow SEC will be held in Washing-

ton, D.C., November 9-10, 1992. That
meeting will focus on executive compen-
sation and market-value accounting.
The debate over whether American exec-
utives are overpaid made front-page
news last year when President Bush
visited Japan with an entourage of highly
paid American CEOs. The growing gap
in pay between the factory floor and the
boardroom had already raised ques-
tions of fairness, but now the possible
impact on the international competi-
tiveness of the United States has sparked
additional concerns. The federal SEC
has recently offered proposals that
would require increased disclosure of
top management'’s compensation.
Market-value accounting has also
been generating intense controversy. At
issue is whether companies, in particu-
lar financial institutions, should value
their assets and liabilities at market
price rather than use the traditional
measure of historical cost. Advocates
of the switch say that investors and
creditors would have a much clearer
picture of a company’s true financial
condition if assets and liabilities were
“marked to market”; detractors main-
tain that market-value accounting is
an ivory-tower construct that is un-
workable in practice. |

New Regulation Issue on Insurance

The Spring 1992 issue of Regulation
is devoted to insurance regulation.
Contributors include Scott E. Harring-

ton on solvency regulation, Patricia M.
Danzon on the McCarran-Ferguson
Act, Howard Kunreuther, Neil Doherty,
and Anne Kleffner on earthquake in-
surance, and Benjamin Zycher on in-
surance price controls. Also in the issue
is an article providing reasons for skep-
ticism about the enhanced greenhouse
effect. In “Global Warming: The Ori-
gin and Nature of the Alleged Scien-
tific Consensus,” Richard Lindzen, a
professor of meteorology at the Massa-
chusetts Institute of Technology, dis-
cusses the shortcomings of the envi-
ronmentalists’ case, refutes the notion
that the scientific consensus supports
that case, and tells how Sen. Al Gore
and other believers in global warming
have distorted his views. |
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A Foreign Policy for the Post—Cold War Era

Caio Polley Report

Military Alliances Are Costly and Outdated, Book Argues

The passing of the Cold War is the
most important development of the
late 20th century. Yet, as a new Cato
book, A Search for Enemies: America’s
Alliances after the Cold War by Ted
Galen Carpenter, points out, Washing-
ton clings tenaciously to old policies.
Carpenter, Cato’s director of foreign
policy studies, writes that in a futile
attempt to rid the world of “instabil-
ity” and “unpredictability,”’ the Bush ad-
ministration insists on perpetuating a
host of obsolete, expensive military al-
liances, including NATO and the alli-
ance with Japan, which cost the United
States about $150 billion a year.
Although those outdated alliances
have no real adversary, writes Carpen-
ter, they could potentially embroil the
United States in obscure conflicts, eth-
nic and otherwise, that have little rele-
vance to America’s legitimate security
concerns. As an alternative, Carpenter
proposes a policy of “strategic inde-
pendence” according to which the

Paul Jacob, campaign director of U.S. Term Lim-
its, tells a Cato Forum that term limits will be on
15 ballots in November.

United States would act only to defend
its own vital interests, such as the lib-
erty of the American people.
Carpenter adopts what he calls “the
foreign policy equivalent of zero-based
budgeting,” insisting that because of the
dramatic changes caused by the col-
lapse of the Soviet Union, all alliances
must be justified anew, regardless of
any utility they may have had during
the Cold War. He places under the mi-
croscope America’s explicit treaty obli-

gations to defend other nations: NATO;
ANZUS, which links the United States,
Australia, and New Zealand; and the
Rio Treaty, which provides a collective
defense arrangement for the Western
Hemisphere; and the four bilateral se-
curity treaties—with Japan, South Ko-
rea, the Philippines, and Pakistan. This
is the book on noninterventionism.

A Search for Enemies is available
from the Cato Institute for $22.95 cloth,
$12.95 paper. ]

l Markets (Cont. from p. 11) I

Football Association got under way in
1920. Basketball made its professional
debut with the American Basketball
League in 1937

As yachting writer John Rousmaniere
noted: “The men who won the cup
called America’s were sons of the Indus-
trial Revolution, and their slippery
schooner was as much a product of
that fantastic era of invention as the
steamboats and locomotives whose
profits created the pastime of yachting.
Without the smoking factories and slag
heaps of the early nineteenth century,
without the sensitivity to forces and
power and how things worked that grew
from generation to generation, such
modern concepts as leisure and sport
might never have been born. And with-
out money, free time, and competition,
there would be no America’s Cup sail-
ing as we know it

Redemption through Markets

Only markets have been able to revive
nations from barbarism. Germany fur-
nishes about as dramatic an example
as one might imagine. During the 1930s
Hitler enforced a new kind of socialism
and provoked a war in which 50 mil-
lion people were killed. Though devas-
tated, Germany regained its position
as the leading Western European nation
within a decade. Its secret was not diplo-
macy or military might but markets—a
seemingly miraculous economic boom
that enabled people to enjoy a civilized
life again.

With reunification and reconstruc-
tion of the East, Germany is securing

its position as Europe’s peaceful power-
house. Bonn is pushing for the Euro-
pean Community to adopt more liberal
trade policies, whereas sometimes vio-
lent French protectionists want to keep
out British sheep, Japanese cars, and
other imports. Instead of soldiers, Ger-
many is sending bankers, accountants,
brokers, and manufacturers to help nur-
ture the spirit of enterprise amidst the
ruins of communism.

Argentina’s experience, too, suggests
that a decent civilization is impossible
without open markets. During much
of the 19th century Argentina was ruled
by brutal military men. By 1880 they
were gone, commerce flourished, and
Argentina emerged as a cultural capi-
tal. Many visitors compared Buenos
Aires to Paris because of its opulent
buildings, wide boulevards, and busy
cafes and theaters.

After World War II Argentina em-
braced economic nationalism, which
triggered runaway inflation, military
dictatorship, and chaos. But impressed
by the extraordinary performance of
market economies during the 1980s,
Argentine leaders have begun opening
their borders and abolishing obstacles
to enterprise. As Oscar Imbellone, presi-
dent of CPC International, Buenos
Aires, says: “We can't wait for any-
body to help other than ourselves. We
need to use our management know-
how, capitalist structure, innovation and
research and development. We have to
do the things all civilized countries do”

As we see, open borders are vital for
much more than economic efficiency.
Civilization itself depends on people
being free to take advantage of the best
the world has to offer. [ ]

Calo Rolicy iReport

“Don’t Tie Feminism to Government”
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Feminists Should Reclaim Individualist Roots, Book Says

Anew book from the Cato Institute
seeks to revitalize feminism by
establishing its individualist and classi-
cal liberal roots. Reclaiming the Main-
stream: Individualist Feminism Redis-
covered by Joan Kennedy Taylor calls
on all who respect women’s rights and
happiness to embrace feminism while
rejecting socialist and collectivist ap-
proaches.

“We feminists who believe in the in-
spiring history and classical liberal
mainstream of American feminism
should not give up our claim to the
name feminist, any more than institu-
tions supporting limited government
should give up their claim to the name
liberal,” Taylor writes. She calls for a
“feminist movement that is more self-
consciously individualistic, but also un-
derstands that individual action includes

cooperation and association, which

doesn't tie feminism to positive govern-
ment programs.”

Nadine Strossen, president of the
American Civil Liberties Union, calls
the book “an important contribution
to the movement for individual rights,
including women’s rights.” Barbara
Abrash, an independent film producer,
says the book is “eminently rational
and deeply personal” and “invites con-
versation, debate, and contemplation
about what it is to be ‘feminist’ in late
twentieth-century America.”

The book, published with Prometheus
Books, traces the origin of feminism
from the 19th century and shows that
when individualist ideals predominated,
the movement was widely accepted.
However, feminism became more mar-
ginal and sectarian when it supported
a collectivist agenda for social reform.
Against that backdrop, Taylor looks at
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Joan Kennedy Taylor

the contemporary movement and the
failed campaign to ratify the equal
rights amendment.

The second half of the book dis-
cusses contemporary policy issues from
an individualist perspective, including
affirmative action and comparable
worth; rape, battering, sexual harass-
ment, and incest; the many facets of
sexual and reproductive choice; and the
attempts to unify feminist and nonfem-
inist women against pornography.

Taylor, a journalist, book editor, and
commentator on “Byline,” Cato’s for-
mer syndicated radio program, calls at-
tention to the voices within feminism
that continue to encourage women to
reclaim their strength, their faith in their
own abilities, and the community feel-
ing of the 1970s and to use them to find
nongovernmental solutions to the prob-
lems women still face in managing
work, family life, and relationships.

Reclaiming the Mainstream is avail-
able in cloth from the Cato Institute
for $24.95. o
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The old paradigm

The conclusion that social programs
don't work is dead wrong. Throwing
money at poverty works beautifully.
The problem is, we haven't thrown
enough money at it, and not in the
most effective ways.

—Brookings Institution scholar
Anthony Downs in the
Los Angeles Times, June 6, 1992

Safeway, Blockbuster, and
Montgomery Mall also complained
that there are too many customers

in the area

A fresh moratorium [on new con-
struction] would apply to housing in
parts of eastern Montgomery [County,
Maryland] because officials say
schools there cannot handle an influx
of new families.

— Washington Post, June 13, 1992

The good news is there haven't been
any black-market murders . . . yet

A decade ago, Jersey City started a
war against graffiti by banning the sale
of spray paint to those under 18. The
campaign has been futile, officials say.

“Graffiti is out of hand,” said Coun-
cilman Joseph Rakowski. “We're los-
ing the war” . . .

Tonight, the Council opened a new
front in its war by taking up a pro-
posed law to ban the sale of spray
paint to anybody, period. After two
and a half hours, the Council instead
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voted to draft a new measure that
would require people to give their
names and addresses when they buy
spray paint. It would also require stores
to be licensed to sell the paint. . . .
Councilman Rakowski...says he
knows of adults who buy cans of
spray paint for $2 and resell it to the
graffiti-minded for $5.
—New York Times, June 11, 1992

Just call me 007

The most-often assaulted of all fed-
eral law enforcement officials, reve-
nue officers for the Internal Revenue
Service, soon will have the option of
using fake names for their protection
when dealing with tax scofflaws.

— Washington Post, June 1, 1992

Not the drug czar, not the state,
women must control their fate

In a report [in the New England
Journal of Medicine], FDA Commis-
sioner David A. Kessler rejects the
“fashionable” argument that women
should be free to decide whether or
not to take whatever small risks are
involved in breast implants.

“To argue that people ought to be
able to choose their own risks, that
government should not intervene, even
in the face of inadequate information,
is to impose an unrealistic burden on
people when they are most vulnera-
ble to manufacturers’ assertions,’
Kessler writes.

— Washington Post, June 18, 1992

What's the Post’s definition
of a big spender?

[Alabama Democratic Senate can-
didate Chris McNair] is known as
a fiscal conservative and advocates
an expanded version of Head Start
and some kind of universal health
insurance.

— Washington Post, June 1, 1992

Giving it the old college try

Democrats today issued a draft
platform . . . recasting their party as
the enemy of “entrenched bureaucra-
cies” and...pledging themselves to
a “revolution in government” [and]
criticizing “a government that con-
sumes more of our tax dollars yet
delivers less of value.”

— Washington Post, June 13, 1992

I'm convinced

Like Prohibition, experts—espe-
cially economists—say law enforce-
ment’s efforts in the drug wars are a
key factor driving [record] murder
rates.

The economists say violence is a
natural and unpreventable result of
outlawing popular consumer items,
such as drugs. . . .

Elaine Crispen, spokeswoman for
White House drug czar Bob Martinez,
doesn’t buy it: If drugs were legal,
“the situation would be totally out of
control from people crazed on drugs.”

—USA Today, June 10, 1992
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