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The economic olympics

Perhaps, while the nation still holds fond
memories of flickering images on the nightly
television screens, it might be a good oppor-
tunity to point out that, while the Lillehammer
Olympics may be over, there is another kind of
olympics still going on.

It has no tympanic resonance going for it
and no soaring flame of gas reaching into the
heavens to light the way for spectators. It has
no breathless commentary about triple axels,
luge runs and slalom gates.

Yet it’s a whole lot more important to
keep this nation competitive in the economic
olympics than it is to worry about the final
medal counts from Lillehammer.

Let’s face it. In today’s global economy,
the day-to-day competition among nations is
every bit as fierce as the battles so recently
waged on the slopes and rinks of Norway.
This is not meant to denigrate the skills and
courage of those athletes who risked all for
the thrill of victory and a gold medal. We can't
easily forget the indomitable spirit of an Amer-
ican speed skater, down to his last chance,
putting it all together in one last great run for
glory. But we also must recognize there is
more at stake for all of us in the economic
olympics. Losing at sports can break your
heart. Losing in the economic olympics can
cripple a nation.

The Administration has recognized
America’s needs in this regard by pushing for
Congressional passage of the North Ameri-
can Free Trade Agreement (NAFTA) and com-
pletion of the talks leading to the conclusion of
the Uruguay round of the General Agreement
on Tariffs and Trade (GATT).

But more has to be done to keep our
country competitive in global markets. The
problem is that very often the Congress will
reach for short-term legislative solutions to
solve the nation’s environmental, fiscal, social

and other problems. And, all too often, the
burden of paying for these programs lands on
the backs of American business.

Unfortunately, the world economy isn’t
going to make any exceptions for us. And
American businesses face stiff competition
both at home and abroad from foreign com-
petitors who, without similar burdens, fre-
quently are able to operate at lower costs.

This is not to suggest that American
business should not play its part—or pay its
share—to solve some of the vexing social
problems facing our nation. What we would
like to propose, however, is something we've
put forward in the past: Economic Impact
Statements.

We have seen Environmental Impact
Statements become part of nearly every
major American business proposal put for-
ward in recent years. And we won't deny
some of those have proven beneficial. But the
economic side of the coin is equally important
for a nation that wants to maintain its national
health in today’s world.

Isn’t it time, then, for our Congress and
our regulators to impose on themselves the
need to provide Economic Impact Statements
when writing laws or developing rules that will,
inevitably, affect the economy? How will these
regulations impact jobs? Productivity? Capital
spending? Taxes and government spending?

By raising these questions and making
them a part of the governmental process, the
nation will have the opportunity to gain some
perspective on how government actions
might affect the nation’s pocketbook and our
ability to compete both here and abroad. And
to decide whether those actions are worth the
cost.

It could make all the difference on
whether we go for the gold or get left in the
locker room.
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If Drug Companies Weren't
Discovering New Medicines, Where
Would They All Come From?

T,

Pharmaceutical Manufacturers Association Survey

Source: Center for the Stﬁ&y of Drug Developmeﬁt, Tufts University (1991),

4 ¥ B , i :
ACADEMIA GOVERNMENT INDIVIDUALS OTHERS PRIVATE INDUSTRY

3.6% 1% 1% 2% 92.4%

A 1991 study by Tufts University shows that private industry
was the source of more than 92 percent of new prescription
drugs approved in the U.S. during 1981-1991, while the
Government accounted for just one percent. And of the 100
most prescribed patented drugs in the U.S. in 1992, 99 were
patented by private industry. For more information call the
Pharmaceutical Manufacturers Association at 1-800-538-2692.

America’s Pharmaceutical Research Companies

Pharmaceutical Manufacturers Association, 1100 15th St., NW, Box RR, Washington, DC 20005.




MaNNA 2 SocIETY

The Growing Conservatism of Black America

ADAM MEYERSON

An earthquake is about to rock American politics at its
foundations. Sometime before the end of this century, a
very substantial minority, if not a majority, of African
Americans are going to begin identifying with political
conservatism rather than political liberalism. This cata-
clysm will not necessarily benefit the Republican party,
because many of the most articulate voices of the new
black conservatism will be Democrats. But the epicenter
of American politics will move sharply rightward.

Rumblings of this earthquake are already being heard
across the landscape. An early tremor was the confirma-
tion hearings for Clarence Thomas in 1991. Despite the
bitter opposition of the civil rights leadership, 61 percent
of African Americans approved of Mr. Thomas’s nomina-
tion for the Supreme Court. Rapt TV viewers watched
dozens of articulate, well-educated, conservative African
Americans, most of them never seen before on the na-
tional media, appear at the hearings to express their
admiration for Mr. Thomas. Zeta Phi Beta, a black soror-
ity with 75,000 members, testified on Mr. Thomas'’s be-
half, calling him one of America’s most important role
models for troubled black youth. Four hundred black
pastors flew to Washington, marched down Constitution
Avenue, and lined the hallways of Congress to show their
support for the embattled nominee.,

SCHUNDLER - SHOCK

Then came Schundler-Shock: the landslide re-election
victory in May 1993 of Bret Schundler as mayor of Jersey
City, New Jersey. Mr. Schundler, a conservative Republi-
can, won 40 percent of the black vote and 75 percent of
the Hispanic vote, running on a platform of lower taxes,
educational choice through school vouchers, and reas-
signing police officers from desk jobs to street patrols. A
resident of a Puerto Rican neighborhood and along-time
community activist, Mr. Schundler bypassed the estab-
lished black and Hispanic leadership and took his “Fight-
ing for You” message directly to minority voters through
direct mail and door-to-door campaigning. He found a
receptive audience even in the poorest neighborhoods,
and won a majority of votes in a predominantly black
public housing project.

Few Republicans since the mid-1960s have won more
than 10 percent of the black vote. Exceptions include

Richard Thornburgh, who carried 58 percent of the black
tally running for governor of Pennsylvania in 1978; Gov-
ernor Tom Kean of New Jersey, who picked up 60 percent
in his 1985 re-election race; and Senator Thad Cochran
of Mississippi, who has so much black support that the
Democratic party didn’t even put up a candidate against
him in 1990. Governors Jim Edgar of Illinois and
Christine Whitman of New Jersey, and Senators Jack
Danforth and Kit Bond of Missouri, Arlen Specter of
Pennsylvania, and Connie Mack of Florida have all won
at least 20 percent black support in their latest elections.
Governor Tommy Thompson of Wisconsin won 25 per-
cent of the black vote in 1990-in part because of his
support for Polly Williams’s voucher plan for inner-city
Milwaukee parents.

What made the Schundler victory so earth-shattering
was that his support from blacks came in spite of a
well-organized effort by local black leaders to defeat him.
Usually when a Republican does well winning black sup-
port, it’s because the local black leadership is dissatistied
with the Democratic candidate, and either doesn’t bother
to turn out the vote or turns out for the GOP. In Jersey
City, by contrast, black political leaders were united for
the Democratic candidate, and Jesse Jackson came to
town to denounce Mayor Schundler as a racist. That Mr.
Schundler won decisively has given the shakes to every
big-city machine in America. Liberal Democratic ma-
chines know they can no longer automatically deliver the
black vote against an attractive conservative candidate
with deep roots in minority communities.

The next shocker was the growing support for law-and-
order candidates in black neighborhoods. Conservatives
have always considered crime control one of the highest
priorities of government, and it’s becoming clear that
large numbers of blacks agree. Conservative Republican
George Allen picked up 20 percent of the black vote in
his successful race for governor of Virginia last Novem-
ber. His call to abolish parole for three-time violent
offenders was especially popular in black neighborhoods,
according to pollster John McLaughlin.

Also last November, Tom Fetzer was elected mayor of

ADAM MEYERSON is editor of Policy Review and vice president
Jor educational affairs at The Heritage Foundation.

Policy Review



Raleigh, North Carolina, the first Republican to carry the
city since Reconstruction. Mayor Fetzer ran on a platform
of low taxes, privatization, and crime control, and his
margin of victory came from his 20-percent showing on
Raleigh’s black southeast side, where he combined calls
for more police protection with a visit to the family of a
young man allegedly killed without provocation by police.
Smart Democratic politicians like Bill Clinton and Mario
Cuomo quickly started talking tough on crime to protect
their black as much as their white base.

A BLACK ARCHIE BUNKER

Outcrops of black conservatism are popping up all
over the country. The new Treasurer of Ohio is Kenneth
Blackwell, a former top aide to Jack Kemp with a strong
political base in Cincinnati, where he had been city coun-
cilman and mayor. In Jacksonville, Florida, black conser-
vative Marc Little, an entrepreneur and television
personality, is challenging black liberal Congresswoman
Corinne Brown, in what is shaping up to be one of the
most ideologically significant congressional races of the
year. Conservative Republican J.C. Watts (the initials are
for Julius Caesar), formerly a champion quarterback for
the University of Oklahoma, was elected in 1990 to the
Oklahoma Corporation Commission, and is thinking of
running for Senate should David Boren become presi-
dent of his alma mater. Nona Brazier, co-owner with her
husband of a Seattle construction company, is chairman
of the GOP in King County, Washington.

Black radio talk show hosts such as Armstrong Williams
of Washington, D.C., Bill Thomas of Norfolk, Ken Ham-
blin of Denver, and Alan Keyes of Baltimore are finding
large audiences for their conservative messages. Tony
Brown’s PBS television show regularly features black con-
servative guests. There are at least five conservative black
periodicals: Destiny, published by Emanuel McLittle in
Lansing, Michigan; National Minority Politics, published by
Willie Richardson in Houston; Urban Family, published by
John Perkins in Pasadena, California; Issues and Views,
published by Elizabeth Wright in New York; and Lincoln
Review, published by J. A. Parker in Washington. Even
Hollywood is sensing a change in political winds: Norman
Lear is planning a sequel to “All in the Family,” in which
the Archie Bunker character will be a black conservative.

Perhaps no politician better understands the change
in black political attitudes than Bill Clinton. The presi-
dent’s rhetoric, much more conservative than his poli-
cies, emphasizes personal and parental responsibility and
draws heavily on the Bible. It is exactly in tune with the
black electorate, especially the 55 percent of African
Americans who live in the South. The president’s attack
on crime, at a black Memphis church service honoring
Martin Luther King, drew amens across black America.
His attack on racist comments by Sister Souljah in the
1992 campaign may have angered Jesse Jackson but it
didn’t hurt him at all with black voters; now groups like
the National Political Congress of Black Women are lead-
ing protests against Gangsta Rap.

Nearly a third of voting-age blacks identify themselves
as conservative, according to a 1992 poll by Home Box
Office and the Joint Center for Political Studies. The same
poll found that 88 percent of blacks familiar with school
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choice proposals favor them; 91 percent of blacks support
letting tenants buy public housing and 88 percent sup-
port the eviction of tenants from public housing if con-
victed of using or selling drugs; and 57 percent oppose
additional benefits for single welfare mothers who have
additional children. Black men, interestingly, seem to be
more conservative than black women-at least in voting
behavior. While only 12 percent of black women voted for
George Bush or Ross Perot in 1992, 22 percent of black
men did.

Many important white conservative organizations,
meanwhile, are stepping up efforts to attract black mem-
bership. Focus on the Family is organizing an urban
ministry program dedicated to restoring the black family.
The Christian Coalition is aggressively signing up black
and Hispanic members. The Traditional Values Coali-
tion, organized by Reverend Lou Sheldon, unites black
and white pastors in opposition to government efforts to
legitimize homosexuality. Fifteen black conservatives
working with Project 21, a program of the National Cen-
ter for Public Policy Research, published a document,
“Black America 1994, Changing Direction” to compete
with the National Urban League’s annual "State of Black
America."

FAULT LINES IN LIBERALISM

Black support for conservatism is likely to accelerate,
as gaping cracks and fault lines appear in black liberalism.
Up to now, for instance, government employment has
been the most important avenue of upward mobility for
African Americans. Nearly 30 percent of the black labor
force, and roughly half of college-educated blacks, work
in the public sector. And for hundreds of thousands of
black families, work as a mail carrier, bus driver, school
teacher, hospital receptionist, army sergeant, or police
officer has been the ticket into the property-owning mid-
dle class.

The problem for black America is that the growth of
government employment is now over. Taxpayers simply
won’t permit it to continue. President Clinton is promis-
ing to cut the federal work force by 12 percent. Con-
fronted by near-bankruptcy, new mayors in Los Angeles,
New York, and Philadelphia are scaling back the number
of city jobs. The liberal black leadership can fight a
rearguard battle to protect existing public sector jobs. But
it will be unable to provide economic opportunity for
younger generations of blacks.

The same is true of industrial labor unions, until re-
cently another important avenue of advancement for
African Americans. Blacks have gained many high-pay-
ing, high-benefits jobs in the auto, steel, and other heavily
unionized manufacturing industries in the Midwest,
Northeast, and California. Members of the Congressional
Black Caucus voted overwhelmingly against NAFTA, in a
losing effort to shield these jobs from competition from
Mexico. Again, though, this is a rearguard action. In a
world of ever-tougher international competition, the days
of high pay for semiskilled labor are over. Economic
advances for blacks in the future will have to come from
highly skilled work, as well as from black entrepreneur-
ship.

II\)/Ieanwhile, it’s become clear that liberalism is totally



unprepared to take charge of the next stage of the civil
rights revolution: The restoration of strong families and
communities in America’s poor and working-class neigh-
borhoods. It is impossible to equalize opportunities for
African-American children when 70 percent of them are
growing up without fathers. It is impossible to share in
the American dream when mothers are afraid to let their
children play outside, when businesses are afraid to open
shop, when secretaries and mailroom clerks are afraid to
work overtime or go to night school lest they be shot or
robbed on the way home.

Liberalism has no answers for these catastrophes. Nor
does it have any answers for the dismal state of public
education, especially in big cities. If a mind is a terrible
thing to waste, then it is a national tragedy that millions
of minds are being wasted by the low standards and
unruly classrooms in public schools. Liberalism, though,
has no answer other than to throw more money at schools
that do not work.

THE CHALLENGE OF CONSERVATISM

Conservatism does not have all the answers, either, but
at least it asks the right questions. Conservatives believe
that the collapse of the family-white as well as black—is the
most serious problem facing America today, the most
important root cause of crime, poverty, academic failure,
and personal unhappiness. The liberal answer is financial
help for broken families. Conservatives say that’s not
enough; more than money, children need parents who
love them and love each other.

Conservatives think one of our society’s highest pri-
orities must be to provide moral authority to young peo-
ple. Unlike liberals, we think this is a higher priority, say,
than sex education or make-work public-sector summer
Jjobs. Boys and girls need and want to be told, lovingly but
firmly, what’s right and wrong. That means they need
fathers, uncles, churches, mosques, Boy Scout troops,
mentors from 100 Black Men, Little-League coaches, drill
sergeants, military-style boarding schools, even jobs at
McDonald’s which teach teamwork, reliability, and cus-
tomer service.

Conservatives think there is a moral obligation to help
those who cannot help themselves—and that many
Americans need more help than they are getting now. But
we also think that too many people on public assistance
are abusing the generosity of their fellow citizens, and in
so doing taking away funds from those who need help the
most. We think it is morally wrong for unmarried girls and
women to deliberately have children and then expect to
be taken care of by the government. That is cruel to the
children, and to the disabled and widowed and mentally
il who suffer because public assistance is spread too
thinly.

Conservatives reject racial discrimination, and think
we were wrong to oppose the civil rights and voting rights
legislation of the 1960s. We oppose public policies that

discriminate against whites, Hispanics, and Asians as
much as those that discriminate against blacks. We be-
lieve Americans of all races should be held to the same
performance standards, and if there is a disparity in
outcomes, then we believe in raising the performance of
low scorers, not lowering the standards. The U.S. military
provides an excellent model: It has provided extraordi-
nary opportunity for training and advancement to Afri-
can Americans, in part because it has kept performance
standards so high.

RELIGIOUS BEDROCK

Conservatism looks to two institutions, above all, to
provide greater opportunity to black America. One is the
growth of black-owned business-not business artificially
sustained by minority set-asides, or Small Business Ad-
ministration loans, or Section 8 Housing and Urban
Development programs, or shakedowns of big companies
like Denny’s that are threatened with boycotts or litiga-
tion if they don’t deal with black firms; but entrepreneurs
directly serving families and other businesses on the basis
of high quality and low price. The conservative dream is
for African Americans to be full participants in the private
enterprise economy, the source of America’s dynamism,
creativity, and prosperity.

The second institution is religion. Black pastors—and
imams-have an indispensable role to play in the moral
and economic restoration of their communities. No one
Is in a better position to bring men and women back
together, to foster responsible fatherhood and mother-
hood, to teach virtues to children, to convert criminals
into law-abiding citizens, to alter self-destructive behavior
that is tearing apart families and communities as well as
individual lives.

Many African-American religious leaders are begin-
ning to realize, moreover, that churches and mosques can
replicate the keys to the economic success of Asian immi-
grants, Mormons, Jews, and other groups that have pros-
pered in the face of overwhelming discrimination. If the
members of a particular church gain a reputation, for
example, for integrity and reliability, they will be sought
after as employees, borrowers, and business partners—es-
pecially by other members of the church. Reverend Tony
Evans, founder of the Urban Alternative in Dallas, is
building on this insight, as he builds links between poorer
inner-city churches and more prosperous suburban ones.

As Robert Woodson of the National Center for Neigh-
borhood Enterprise has argued, a deeply conservative
tradition runs through African-American history. Until
the 1960s blacks had strong marriages, a strong en-
trepreneurial culture, a strong mutual-aid tradition,
strong neighborhoods, and strong churches. All these
institutions have weakened under liberalism. Contempo-
rary conservatism seeks to restore them. And when they
are restored, Americans of all races will build their lives
on sturdier bedrock. zx
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THE QUOTA PARADOX
by John Berlau

Conventional wisdom says that Republicans cannot
pick up more black support unless they go along with
quota legislation that has a civil rights label. The experi-
ence of George Bush, however, suggests that this advice
may be wrong. President Bush’s support among blacks,
rather than increasing, dropped sharply when he agreed
to sign the Civil Rights Act of 1991.

Mr. Bush began his administration with the highest
sustained black approval ratings of any Republican
president since Dwight Eisenhower. Having won in 1988
with only 12 percent of the black vote, Mr. Bush soon
repaired his image among blacks, which had been tar-
nished by the divisiveness of the Willie Horton cam-
paign. The new president went to a black church service
to celebrate Christmas. He appointed Jack Kemp, a well-
respected politician in black communities, as Secretary
of Housing and Urban Development. He made important
black appointments to top jobs—among them Colin
Powell as Chairman of the Joint Chiefs of Staff and Louis
Sullivan as Secretary of Health and Human Services.
Through most of 1989 and early 1990, Mr. Bush’s black
approval rating in Gallup polls was over 50 percent. In
March 1990, it reached 63 percent.

In mid-1990, when the president broke his tax pledge
and the economy headed south, Mr. Bush’s popularity
fell among blacks and whites both. By July 1990 the
president’s black approval rate had fallen to 42 percent.
Democrats in Congress, meanwhile, were pushing legis-
lation to overturn Wards Cove, a 1989 Supreme Court
judgment reversing earlier decisions that forced employ-
ers to institute de facto quotas.

In October 1990, Mr. Bush vetoed the Civil Rights
Act of 1990, calling it a quota bill. The president’s
Gallup approval rating among blacks fell to 27 percent,
from a September level of 39 percent.But the drop is not
necessarily traceable to the veto. The president’s support
among whites dropped even more dramatically, largely
because of Mr. Bush’s budget deal.

With the Gulf war victory in early 1991, Mr. Bush’s
black approval rating bounced back, and hovered around
50 percent through mid-October of that year. The presi-
dent gained support from blacks when he nominated
Clarence Thomas to the Supreme Court and stood by
him in the face of Anita Hill’s allegations of sexual
harassment. Even after the NAACP and the Congres-
sional Black Caucus opposed his nomination, 71 percent
of blacks, polled on the night before the confirmation,
wanted to see Mr. Thomas confirmed.

But only a week after Mr. Thomas was confirmed,
President Bush reversed course and agreed to sign the
Democrats’ Civil Rights Act of 1991, a bill much like
the one he had vetoed the year before. Under the legisla-
tion, any business practice which results in a statistical
racial disparity automatically makes an employer guilty
of discrimination unless he can meet a rigid definition of

’of Missouri.

“business necessity.”

Mr. Bush’s black approval rating plummeted. In the
Gallup poll of October 17-20, immediately following the
Thomas-Hill hearings, Mr. Bush had a 55 percent non-
white approval rating. One week later, it had fallen to 36
percent, a 19-point drop.

The drop appears to stem from a specific action Mr.
Bush took that bothered blacks, because during this
polling period, the president’s white approval rating
dropped only one point, from 68 to 67 percent. The only
minority-related decision from the White House that
week was Mr. Bush’s signing of the civil rights bill.
Could it be that Mr. Bush’s compromise somehow of-
fended the very people he was trying to appease?

This was the suggestion of Larry Hugick, then-man-
aging editor of the Gallup Poll Monthly, after breaking
down the poll data. On October 24 Mr. Bush’s nonwhite
approval rating had leveled off to 44 percent, exactly
what it had been the week before the Thomas-Hill hear-
ings. Over the three days after he agreed to sign the bill,
however, Mr. Bush’s nonwhite approval rating dropped
to 28 percent and his disapproval soared from 38 percent
to 56 percent. Mr. Hugick suggested that the president’s
decline was due to “the adverse publicity that he received
as a result of that particular issue [civil rights].”

Until that time, Mr. Bush’s black and nonwhite ap-
proval ratings had rarely dipped below 50 percent. After
Mr. Bush signed the Civil Rights Act, they never climbed
above 40 percent in any poll published in the Gallup Poll
Monthly. The drop in Mr. Bush’s Gallup nonwhite ap-
proval rating corresponds to a drop in his share of the
black vote in a CBS News/New York Times poll. In
mid-October 1991, 24 percent of blacks said they would
vote for President Bush over a Democrat. In November,
that number had dropped to 11 percent.

By agreeing to sign what he had previously called a
“quota bill,” the president appeared to validate his crit-
ics’ assertions that his opposition had been merely a
“race-baiting” ploy to gain white votes. Indeed, the day
after the agreement, Senator Edward Kennedy gave Mr.
Bush this backhanded compliment: “I think President
Bush deserves credit for rejecting at long last the advice
of those who have been urging him to divide the nation
over race.”

Mr. Bush ended up winning only 11 percent of the
black vote in 1992. For a few years, however, he was able
to stand racial politics on its head. Mr. Bush was able to
sustain a high black approval rating by reaching out to
black Americans even as he opposed racial quotas. His
sudden drop in approval after agreeing to sign the Civil
Rights Act of 1991 shows that waffling on affirmative
action turns off blacks more than opposition to quotas.

JOHN BERLAU is a jowrnalism student at the Univérsity
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PooOR SUFFERING BASTARDS

An Anthropologist Looks at Illegitimacy

DaviD W. MURRAY

America is becoming a nation of bastards. Thirty per-
cent of the children born in 1991 were out of wedlock, up
from 5 percent in 1960. Families are no longer simply
breaking apart—with one in two marriages ending in
divorce. More and more parents today aren’t marrying at
all. The growth of illegitimacy is most severe in the inner
city, but the phenomenon is not exclusive to any race or
sector of society. More white children than blacks are
born and raised out of wedlock, and it is among whites
that illegitimacy is rising most rapidly.

The dangers of this growth in illegitimacy are now
widely recognized. Single-parent families are five times as
likely to be poor as two-parent unions. Broken and un-
formed families are the most important root cause of
violent crime, drug abuse, and academic failure. The
psychological toll is enormous: Boys and girls, especially
teenagers, are emotionally devastated by the absence of
fathers who combine love and discipline.

For an anthropologist, the widespread failure to marry
is a sign of impending disaster. Cultures differ in many
ways, but all societies that survive are built on marriage.
Marriage is a society’s cultural infrastructure, its bridges
of social connectedness. The history of human society
shows that when people stop marrying, their continuity
as a culture is in jeopardy.

Marriage is the very basis of society because it creates
kinsmen out of strangers; it turns hostile outsiders into
“in-laws.” The Zulus have a saying, “They are our enemies,
and so we marry them.” By uniting with outsiders, mar-
riage helps families multiply their economic capital—
and, perhaps even more important, their social capital.
You and your wife’s uncle may not like each other very
much, but marriage imposes a set of reciprocal obliga-
tions on you; you are at least partly responsible forlooking
out for each other’s well-being.

The early anthropologist Edward Burnett Tylor ob-
served in 1888 what has become an anthropological
maxim: “Savage tribes must have had plainly on their
minds the practical alternative between marrying-out and
being killed-out.” Tylor was secking to explain the univer-
sality of the incest taboo. His phrase “marrying out”
expressed the realization that families, in order to survive,
need alliances and networks with others. Exogamous
marriage, or taking a spouse from outside your immedi-
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ate group, is the best way of building such networks.

Anthropology records an interesting variety of marital
form and family structure, but no society builds the arch
of social experience without the keystone of marriage. Let
the stakes be clear: When American society experiments
with ever-higher numbers of illegitimacies and single
adults, we risk being crushed by our own roof. Children
“out of wedlock” are illfitting stones.

“He HAS NO RELATIVES”

“Bastard” has always been a pejorative term. The word
is a Spanish idiom: bastardo, or “pack-saddle child”; the
French term is fils de bast, the child of the saddle bag,
implying rootlessness. An alternative etymology derived
from the Saxon “base” or lowly, and “start” or origin.
Being a bastard was to be a “natural” child, lying outside
of society.

The name is an insult, “bastard” being associated with
mongrel or inferior breeds of animals. The inferiority
derived from improper mixture, or blending. The Oxford
English Dictionary cites a phrase from 1641, “To beget and
bring forth mules, a bastard brood.” Spurious, adulter-
ated, debased, corrupt, unauthorized, and counterfeit
are other connotations of the word.

Our colloquial language expresses this concern. Con-
sider how the word “bastard” has come to mean someone
heartless, cruel, or prone to cheat. We are not alone in
this judgment. A Navajo saying captures well the universal
stigma that attaches to illegitimate offspring. Do Ahalyada,
they call them, “those who care for nothing.” The worst
social characterization the Navajo can offer of a thought-
less, deviant man is the charge that “he acts as if he has
no relatives.” This phrase tells us that being embedded in
relationships, in a network of legitimated and recognized
kinsmen, is a powerful reinforcement for moral action.

A man with no relatives, the Navajo feel, is a man with
no concern for the shame or honor that his behavior
might bring upon those he loves. He acts, therefore,
without control or humanity. European countries of the
Middle Ages felt the same, regarding illegitimate children
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as virtual outlaws. They called them filii nulii, those “with-
out relatives.”

We see a similar phenomenon in modern America.
People concerned about the reactions of relatives behave
differently than do people who are “atomized” as anony-
mous strangers. The husband at a distant convention, or
the tourist abroad, may do things under the cover of
anonymity that would bring embarrassment were they
done in front of one’s mother, wife, children, or in-laws.
A culture of bastards is a2 world of hardened carelessness.

DOMESTICATE THE MALE

That women domesticate men who marry them has
been widely noted; indeed “groom” derives from guma,
Indo-European for servant. In addition, children domes-
ticate both men and women. In American cities the
presence of children has become a “miner’s canary” for
social health; where we find children playing, there we
find safety for ourselves. Consider how we feel in a poten-
tially threatening neighborhood where two young males
approach. There is a relief that comes from seeing them
hand-in-hand with a young child. We recognize instinc-
tively that males caring for children are not seeking
violence.

Neighborhoods without fathers, by contrast, are seed-
beds for predators. Without a female and a male who
consider themselves responsible for children, the stable
features of social continuity are not constructed. Without
marriage, there are fewer relatives—fewer people to help
when things go wrong, fewer people to set a moral exam-
ple. Children are any society’s greatest hope, at the same

TO BE A KINSMAN IS TO HAVE
A SOCIAL IDENTITY; IN THE
ABSENCE OF KIN RELATIONS,
ONE IS ALIEN AND A
POTENTIAL THREAT.

time that they are its greatest threat. Since citizenship, as
with any art, is made and not born, children are the most
consequential social investment. Bastards are undercapi-
talized.

And they die for it. Shakespeare’s Timon shouts in his
rage, “Spare not the babe ... think it a bastard ... and
mince it sans remorse.” This is not just a Western preju-
dice. In cultural contexts far removed the vulnerability of
the bastard is a troubling theme. For the Nyakyusa of
Tanzania, reports Monica Wilson, being illegitimate is
dangerous. Nyakyusa ancestors jealously guard procrea-
tion, and must sanction childbirth. But if a man fails to
legitimate his children, he is powerless to intercede for
them when the ancestors cause disease. The agony for a
father of bastards is that his negligence may kill them.
Legitimate marriage is their protector, as it is ours.

Why do we marry? To have children, of course. But we
marry not just to procreate, for children can come forth
even without marriage. To the social scientist, the princi-
palfunction of marriage is to legitimate the children born
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of the formal union. This turns out to be the only suffi-
ciently comprehensive definition of marriage that an-
thropologists, confronting the enormous variety of
human social forms, have found applicable to all of them.
“Marriage is,” as a famous manual of ethnography, Notes
and Queries, proclaimed, “a union between a woman and
aman such that the children born to that union are the
recognized, legitimate offspring of both parties.”

PATER VS. GENITOR

The legitimacy that comes from marriage is the source
of an individual’s social identity, and, conversely, the
breakdown of marriage is an index of deep social aliena-
tion. Legitimacy is so important that in the English com-
mon law tradition, men and women were considered to
be married after cohabiting for a number of years. Simi-
larly, most cultures try to ensure that every child have a
pater, afather who assumes full responsibility for the child,
even if he is not the biological genitor who actually sired
the child.

Among the Nayar of India, a woman takes several men
to wed. Any one of them could be genitor, but only the
man who performs the correct ceremony may be pater, or
the one who functions in the role of father. The Nuer of
the Sudan practice “ghost marriage,” which enables a
dead child to be a paterafter his adult brothers take a wife
in his name. They do this so that a patriline will not die
out. The Nuer pater may even be a woman of property,
who marries wives and “fathers” the children sired by
others. Merely having a genitor in society is not enough,
for without a pater, a child is not “recognized,” nor
“authorized” to receive his parent’s property offices, or
protection.

Here is the pertinent meaning of the “legitimacy” of
children: Legitimacy is nothing more nor less than the
orderly transfer of social meaning across the generations.
Remember that children are the ultimate illegal aliens.
They are undocumented immigrants to our world, who
must be socialized and invested with identity, a culture,
and an estate. By conferring legitimacy marriage keeps
this process from becoming chaos.

So legitimacy is not just the concern of judgmental
moralists, but a problem for every human group. This is
true even in cultures where descent is traced matril
ineally, as with the Hopi or Iroquois and many African
peoples. All children born of the mother are legitimated
through the mother’s brother, the real lineage authority
from whom theyinherit. Children “belong” to the lineage
and have additional filiation with their father’s lineage.
Matrilineal societies can tolerate a high incidence of
divorce, but they cannot survive without marriage, for
rules of exogamy integrate lineages into political commu-
nities. Without marriage, these societies fragment.

Traditional society is composed of only two kinds of
people—relatives and strangers. The social world centers
around kinship identities, and relatives are those with
whom you work, worship, ally, sleep, play, and die. Kins-
men bear you, nurse you in illness, initiate you into
adulthood, protect you from injustice, and bury you into
the order of the ancestors.

To be a kinsman is to have a human identity; in the
absence of kin relations, one is an alien and a potential
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Marriage ties whole families

threat. Often, one’s “first name” may be unused in public
life, for a kinship title suffices. A man may be known as
Faisal Abu Abdullah, “father of Abdullah,” or Graham
MacGregor, “the son of Gregor,” or Alexel Alexan-
drovich, “son of Alexander.” The lifelong friend may be
called “Uncle,” to teach the children what he means to
the family, while old men of the village become the
“Grandfathers.” Though the dominant pattern in the
United States is for people to live among strangers, even
American couples will call each other Mother and Father,
“naming” themselves as the parents of children.

BADGES OF SOCIETY

Kinship terms are different than personal names. In
reality, they are badges or insignia for various offices in
society. Appropriate behaviors attach to them which are
publicly known. Some terms we acquire by virtue of being
born, but those which tie one family to another are
constructed only by marriage.

The illegitimate cannot get a position in this system.
Because bastards do not have an official status, relation-
ships with them are not marked and choreographed as
they are with kinsmen. Their kinship identity is ampu-
tated, as it were, and they, like the notorious “half-breeds”
of the frontier, stand between two systems of family struc-
ture, not at home in either. In the best case, an illegiti-
mate child can still have personal relations with biological
relatives, as the research of Carol Stack showed for Ameri-
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together in mutuall suporte social and even plical relationships.

can black families in 1974. But these relationships are not
with formal kinsmen, in the legal sense, and claims upon
them are contingent and avoidable.

If, as Navajos say, acting humanely depends upon the
presence of kinsmen, then we must have social ties to each
other that involve public recognition. We see this need
particularly in the contrast of genitor and pater. Sexuality
is private. Generative acts are intimate acts, and hence the
genitormay decline to acknowledge them. Marriages, how-
ever, are public cermonies, beginning with the “publish-
ing of the Banns.” The public enactment of becoming a
pater makes the role hard to evade. In a private room one
may make commitments to deity, to learning, or to a
lover. But the ordination of a priest, the conferring of a
baccalaureate, or the plighting of a pater make public
acknowledgment of rights and duties.

Marriage is the act of creating formal kinsmen who are
bound to help us, and the ceremony of marrying, itself,
helps to create in us moral sentiments of commitment
and formal responsibility. The absence of marriage is not
only a major reason why single parents are found so often
in poverty, butwhy their children so often become solitary
victims and victimizers.

UPWARD NUBILITY
Children are served by legitimate marriage, but the
adults involved are protected as well, especially the eld-
erly. The Chinese aspiration for a son to provide security
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An Indonesian wedding ceremony. Cultures differ in
many different ways, but all societies that survive

are built on marriage.
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to the aged parent is a hope found throughout the world.
Sons and daughters represent continuity with all the
generations of a people, being the parent’s duty to their
past. The children in turn are tied to parents by bonds of
reciprocity which repay the parents’ sacrifice.

Moreover, marriage, which creates legitimate chil-
dren, ties thereby whole families of people together into
mutually supportive social and even political relation-
ships, increasing the network of responsibility for the
union and its children. As the royal houses of Europe
knew, it is families and even nations that wed each other,
and not just bride and groom. In fact, ambitious families
often regard their young as a resource. Some may literally
deploy their offspring in matchmaking, as has been
found in history with the dowry. A substantial dowry
allowed a girl to elevate her own and her family’s status,
creating “upward nubility.” The dowry was a tactic that
families used in the competition for social alliances, and
children were regarded as valuable family resources. Par-
ents guarded their daughter’s virginity so as not to lose
her marital value.

Where European and Hindu society used dowries to
construct marital alliances, many traditional peoples used
bridewealth, such as sending cattle to the bride’s kin.
“Cattle beget children” is a famous phrase of the Nuer of
the Sudan. By suppressing bridewealth upon the advice
of missionaries, colonial administrators found the family
system disintegrating. Divorce rates became so high that
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they restored the practice.

Bridewealth established the legitimacy of children.
“Cattle are where the children are not,” say the Nuer. A
child cannot be an heir unless the cattle have been paid.
Once the bridewealth was paid, networks of trade and
reciprocity between the marital kinsmen would com-
mence. Significantly, bridewealth was involved in the
stability of marriage. Amongst the Swazi of South Africa,
the cattle were a security for the good behavior of both
spouses. If the wife behaved badly, the husband would
divorce her and demand the cattle back. Her kin would
be reluctant, and would urge her to mend her behavior.
But if the husband mistreated the wife, her family could
refuse the return of cattle. Then his kin would pressure
him to avoid losing both the wife and the cattle. As the
value of bridewealth increases, so does the stability of
marriage, since the payment is an insurance against di-
vorce. By “investing in” the marriage materially, the fami-
lies involved are also vested in the success of the marriage.

MARRIAGE EcONOMICS

By viewing marriage cross-culturally we learn that mar-
riage is not simply a private matter. Marriage is every-
where, and it everywhere plays a central role in the
political and economic life of a culture.

Every society contracts marital unions. Forest villagers
such as the Yanomami of Brazil use marriage exchanges
as alliances between villages in their constant warring
politics. Marriage is pure diplomacy.

Pastoral herders such as the Nande people of East
Africa allow young men to marry only after they have
served society in the age-set of warriors, defending the
camps. Marriage is a reward for social sacrifice.

Desert hunters and gatherers marry. For the !Kung
San of the Kalahari desert, a male youth is initiated into
manhood after he kills a large game animal, then given a
child bride shortly after by her parents, whom he must
serve. Marriage is a recognition of economic productivity.

For the aboriginal Tiwi of North Australia, marriage
involves the promise of daughters yet to be conceived,
who are born already betrothed in a complex intergen-
erational balance.

Pacific island yam gardeners have marriage. In the
Trobriands, chiefs alone are allowed many wives. With
wives come obliged brothers-in-law, bringing harvests of
yams. From this surplus chiefs construct feasts to feed the
multitudes. Many wives make a chief great, since religious
solidarity and “income redistribution” are accomplished
through the instrumentality of marriage.

Hierarchic salmon fishers such as the Kwakiutl of
British Columbia marry, making contracts for attaining
wealth and status through potlatch ceremonies. A noble-
man marries a woman to engage in a system of loans and
trades between the families, regarding marriage as an
institution of banking.

Marriages among the Inuit of Alaska show strikingly
why poverty attends illegitimacy, because marriage net-
works shape the economic success of the couple. Inuit
depend for survival upon a principle of reciprocity cap-
tured in their saying, “We store food in other people’s
stomachs.” Through spouse-sharing, where a man and a
hunting partmer exchange wives, a child has two fathers
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and two mothers, dispersed across the hunting territory.
A married couple has a doubled set of obligated parents
helping in an emergency. In a society lacking a central-
ized state for social support, family means life.

From the elaborate formalities of the Japanese to the
bargaining negotiations of Yemeni Arabs to the strict
purity requirements of Hindu Brahmans, human beings
are doing something essential when they marry. Though
concubinage, “irregular” marriages, adultery, prohibited
couplings, and nose-thumbing resistances to the norms
are common the world over, the essential point is not the
presence of deviance. Rather, it is the universality of the
married state as an ideal for the human condition. The
norm for social experience, the cultural target towards
which behaviors tend and against which deviance is meas-
ured, is some form of morally sanctioned wedded state.

OBLIGATED KIN

Thus every society is threatened by the disappearance
of legitimate marriage. Why threatened? What we are
losing when we lose legitimate marriages are kinsmen, the
necessary social relatives. Kinsmen are the formal actors
of the moral order, bound io us by sanctions, duties, and
rights that are legal, religious, and ethical. In place of that
kinship role we are substituting the indifferent welfare
state, now the official pater of vast numbers of children.
Women may marry the state, as it were, and for family
have case workers and judges.

American men and women today have many sources
of personal identity and relationships other than family,
of course. We construct ourselves in terms of work, or
school, or church, or private associations. Yet itis patterns
of kinship which most often cover us in our undertakings,
provide us market opportunities, and even shield us from
the importunings of the state. We do not hope to receive
tuition, childcare, or a kidney from a business associate,
but we do from relatives. Marriage is that device which
extends to us a social security network of obligated kin.
Assuch, marriages are political and economic affairs, and
are regarded by most peoples of the world as far too
important to be left in the hands of personal attraction.
For many traditional cultures, marriage may contain ro-
mance, but the institution serves primarily to “arrange”
the structure of society.

Marriage provides a kind of capital. Married couples,
more than single parents, have parents and grandparents
as a resource. House loans, emergency aid, car payments,
cash gifts, and job opportunities come disproportionately
from these relatives. Over one-fourth of all new home
purchases depend upon gifts from parents. The gifts
provided at a formal wedding assist a couple, as will the
bestowal of an inheritance upon the eventual death of the
parents. There is little question but that having four
parents and eight grandparents attached to every mar-
riage broadens the base of economic support, for us as
for the Inuit.

But the plight of the single mother, isolated from kin,
can be economically grim. One reason is the simple
mathematics of relationship. With fewer people tied in a
committed and socially-sanctioned way to the obligation
of support, the single parent is hobbled from the begin-
ning. Single parenthood that passes through more than

Spring 1994

one generation, from unwed mother to unwed daughter,
results in an almost exponential collapse of the number
of supporting relatives.

Note that when relatives make a capital investment in
the couple, they have a material stake in their continuity.
Land, housing, or family heirlooms might all get sacri-
ficed on the bitter altar of divorce unless relatives take an
active role in helping the marriage survive. Such material
considerations are not more significant than the emo-
tional investment people make in marital stability, but
they provide an incentive to realize our normative duties.

SociAL CAPITAL

Marriage, seen cross-culturally, helps us understand
urgent American problems, such as the spreading under-
class. We should look to kinship. People in poverty lack
social capital, or close personal ties. William Julius Wilson
of the University of Chicago says that strong networks are
really “strategies of social mobility.” Ghetto residents lack
developed networks, and the few ties that are formed have
“lesser social worth.” How dire is the problem? Black
Americans are twice as likely as other Americans to die
waiting for kidney donors, says the Journal of the American
Medical Association. Organ and blood donors are lacking
in the black community, and the absence of networks of
close kin, those with the closest physical “match,” directly
impairs the health of the impoverished.

Having a car helps in finding and keeping a job, but
only 18 percent of what Mr. Wilson calls the “hyper-
ghetto” have access to one. People with kin networks
“branch out” and find support from relatives, who lend,

THE ZULUS HAVE A SAYING,
“THEY ARE OUR ENEMIES, AND
sO WE MARRY THEM.”

repair, or help buy an automobile. The married, having
more relatives, gain better access to transportation, and
are more likely to have steady work. Lack of networks
makes inner-city spatial isolation worse.

Mobility out of poverty depends on kinship ties. Soci-
ologist Mark Testa and colleagues, working with the Ur-
ban Poverty and Family Structure Survey data, found
marriages correlated with employment, because em-
ployed fathers are “two and a half times more likely than
unemployed” to be married to the mother.

A focused comparison of poverty came from University
of Chicago professor Marta Tienda’s study of Puerto
Ricans, Mexicans, and Cubans in the United States.
Puerto Ricans have fallen behind, while Cubans have
excelled, in spite of having the most social barriers—that
is, more foreign-born who are also weaker in English.
What are the Cuban advantages? More education, and a
significantly higher percentage of legitimate marital rela-
tions.

The pattern is clear. Mercer Sullivan, a Columbia-
trained anthropologist at the Vera Institute of Justice,
compared three racially distinct inner-city neighbor-
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hoods, and found that jobs were located through “neigh-
borhood-based and family-based personal networks.”
Kinship was even more important than schooling for
finding work.

Mr. Sullivan found that fathers who married came
from families in which the parents had been married.
Males who will assume the responsibility of marriage,
then, come from families that have legitimated them.
Some genitors of illegitimate children still provided care
to the extent that they were able. But not all; those who
provided no care or support were those who became
heavily involved in crime or drug use. They were known
as fathers who had “stepped off” from their children. Mr.
Sullivan reports that a strategy for young men evading
child-support obligations was to live with families on
AFDC, since they were then “automatically excluded
from child-support actions.” The bastards.

Three social factors cluster together and contribute to
mobility. Those who can escape the “hyperghetto” get
high school educations, jobs, and marriages. Marriages
are means of acquiring social capital, especially structures
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A groo being led to his wedding ceremony in Ldkapura, India. That
women domesticate the men who marry them has been widely noted.

of kinship. Kinship structures are
means of acquiring personal capital,
the commitments and capacities to
form successful social relationships.
Having personal capital completes the
circle, leading to education, jobs, and
marital unions. In terms of social capi-
tal, being born legitimate is, in a reveal-
ing phrase, to be born with a “trust
fund.”

We see that there are two dimen-
sions to the economic consequences of
marriage. In the first, the assistance
given by relatives provides a social sta-
bility to the marriage itself. Because an
investment has been made, which
might be lost at the dissolution of the
marriage, relatives will both exert sanc-
tions on the couple when they waver in
commitment and offer support to
them in times of stress. The second
dimension is that being married
strengthens the economic success of
the family through the generations. We
live in the context of three generations.
In the general course of things, we do
not borrow from our children. (“When
a father gives to his son, both laugh,”
runs the Yiddish proverb, “but when a
son must give to the father, both cry.”)
So the relevant number of supporting
relatives branches upward. If we are
married, we have four parents’ estates
to draw from, and that of eight grand-
parents. For single parents, perpetual
impoverishment is their likely lot.

Marriages can be integrative for our
society, if we will let them be. Individual
marriages are the rivets of the social
order, local-level attachments by which
the whole structure is ultimately assem-
bled. When a couple marries, they initiate a series of
exchanges between two entire groups of people; that is,
the relatives and friends on either side. Two pebbles, as
it were, drop side by side into the pool of a community,
and the ripples of celebration, concern, and obligation
ring wide.

The point where the circles intersect is, of course, the
union of the man and wife themselves. As the hand of the
bride is grasped by the groom and captured by the ring,
an umbilicus of contact is forged between two families.
Through that conduit now established will flow gifts,
loans, and business opportunities, advice, political alli-
ances, love, sanctions, mmheritances, and many children.

Marriage affiliations of this sort are not only horizon-
tal, in the sense of bringing together parents, brothers
and sisters, aunts and uncles, cousins, bridesmaids, and
best men of proximate generations into a single gather-
ing of social renewal. They are also vertical, in the sense
that several generations of each family are bent into each
other, as streams flowing down a hill, at the junction of
the couple. Grandparents and parents, children and
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grandchildren, each set of which may constitute a sepa-
rate nuclear unit with mate and offspring, are overlapped
by the marriage of the present couple.

Multiple nuclear families with their distinct, and cen-
trifugal, residences, attachments, and responsibilities, are
imbricated into a structure of extended family. Over time,
as the developmental cycle of the family is set in motion
down through the generations, these separate reproduc-
tive pairs are woven and braided into strands of stability
and resilience. The overall structure brought into being
by marriage is called by anthropologists the “cognatic
web,” noting by that term the criss-crossing nature of
social life.

OUR BEST ALLIES

Marriage links us to two sets of relatives who are our
best allies. Moreover, to the extent that the families invest
in us, their own interests, economic and social, become
entwined with ours. Just as with the Swazi, the in-laws of
our lives find many reasons for reenforcing and stabiliz-
ing the couple. Being married may even prove an insur-
ance against abuse, since families exercise more leverage
over the partners. Three remarkable things become one
at a wedding: love, legitimacy, and property coalesce as
social forces upon the legal union of man and woman.

Remember that kinship terms have a striking feature
that first names and friendships do not. Kin terms are
transitive; if someone is a Mother to my Wife, then that
person becomes someone to me. Relationship, like elec-
tricity through a proper circuit, is conveyed through all
of the nodes of family life. Sex with “friends,” however,
remains personal, not structure-building. Concubines of
the Old Testament brought with them no attachments
between the families. And what structure would emerge
from same-sex unions is deeply unclear.

When a Husband acquires a Wife, however, he ac-
quires, for better and for worse, all of the entangled
wiring that constitutes her structural position as Daugh-
ter, Sister, Niece, Aunt, Granddaughter, Heiress, and
obligated actress in the domestic rituals of matching,
hatching, and dispatching. She, this multiple social “per-
son,” also brings into the relationship that complex of
relatives “in-law,” which we can acquire by no other route
than by wedding. This entanglement is stabilizing not
only in the life of the couple and their children butin the
life of the neighborhood.

Such kinship figures are missing from the lives of the
hastard. To be brought up without male authority in the
household is a deficit. But what are most keenly missing
from the lives of the impoverished, these spouse-less
mothers and troubled children, are not just male author-
ity figures, role models, or wage earners. Important
though these are for the well-being of society, the absence
of a genitor from the home is not the central loss.

What are missing from these families are Fathers and
Husbands as well-defined social statuses. Many people, as
it were, and not just one, are missing whenever a Father
is absent, for Fathers bring Brothers, Uncles, Grandfa-
thers, Sisters, and even Mothers-in-law. And it is this
network of attachment and affiliation that finally enables
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Fathers, and not boyfriends, to transform bastards into
Sons. In a home where there has never been a Fa-
ther/Husband, there is, no matter how valiant and strong
the Mother, a crippled unit, condemned toisolation from
society’s opportunities and to predation from society’s
brutal.

Boys and girls there may be, but in a sense that matters
structurally, there are no Sons and Daughters. Only Moth-
ers and Fathers can make Sons and Daughters, and even
they are notalone sufficient to the task. “It takes the whole
village to raise a child,” runs the African proverb. And it
takes an intact, and legitimate, marital union to raise
moral and responsible progeny, whose lives are enriched
by the structures of opportunity and stability provided
therein. In some measure, if we find the fabric of society
fraying, it is because we have hindered the weaving of the
shuttle. Marriage is that moving shuttle which creates
family bonds; as we are prone to say, it is the tying of a
knot.

Fathers, much more than Mothers, are culturally con-
tingent, and can disappear. Since we need paters, those
men who care for the children, they must continually be
remade by ceremonies of commitment. By marrying, we
make our children legitimate, as they reciprocally make
us safe. They will care for us no more than we have cared
for them. This cycle of interrelationship can spiral up-
ward as forcefully as it has spiralled downward. At the
intersection of two domains of an individual’s life, the
moral realm and the social structural realm, stands the
legal and ceremonial form of marriage, a hard-working
device. To be “minced ... sans remorse” is the social fate
of the underclass bastard, and not a few of them mete out
as they have been meted.

THE ESSENTIAL WEB

This discussion of kinship, marriage, and the function-
ing of society has some general lessons. There are no
simple dichotomies here that oppose economic analyses
to moral ones. Rather, the two are interdependent in that
moral commitments structure economic opportunity.
Committed patterns of kinship behavior create in us
moral feelings of attachment and integration. Feelings of
attachment, in turn, structure our social networks of
relationship. Concretely put, building a marriage will
pattern positive behavior. This patterned behavior re-
builds in us moral commitments and shapes the personal
capital of the future generation. Those with moral com-
mitments are able to build social capital, through which
they attain jobs and their own marriages. Producing ille-
gitimate children pours both down the drain.

In the social ecology of the human species, marriages
will appear wherever the soil and climate are favorable.
Creating conditions for the appearance of such vital and
valuable forms is perhaps the most effective, and the least
intrusive, task of social engineering. Helping people to
marry helps society to remake itself, to restore in each
generation that delicate but essential web on which our
humanness is enacted. As it stands now, the web is shred-
ding, and through its widening holes plunge our own
children. We shall surely follow. a

15



WE CaN Do BerTAH

Bill Clinton’s Bronze-Medal Economy

THOMAS J. BrAY

How can we be having this recovery? That’s the
slightly panicky question Republicans have been quietly
asking themselves since news came in that annual eco-
nomic growth had accelerated sharply to 7.3 percent in
the fourth quarter of 1993. It’s too early to know if the
bounce is continuing; most economists are predicting
economic growth of closer to 3 percent for 1994. Never-
theless, it wasn’t even supposed to be that good, at least
if you listened to the doomsday talk surrounding Presi-
dent Bill Clinton’s $250-billion tax increase last summer.

“We are buying a one-way ticket to recession,” thun-
dered Senator Phil Gramm in early August. Senator Wil-
liam Roth, a Republican colleague, warned: “Everyone
knows we can’t tax America into prosperity.” Added Sena-
tor Connie Mack: “This bill will cost America jobs, no
doubt about it.”

Yet the predicted collapse didn’t materialize. Naturally
Mr. Clinton and the Democrats were ecstatic. Laura
D’Andrea Tyson, the president’s chief economic adviser,
promptly pronounced the economy “squarely on a path
of sustainable growth.” The president, in his State of the
Union message, needled “the naysayers who said this plan
wouldn’t work.” The president then claimed credit for
the good news: A deficit that is running well below expec-
tations, interest rates that have declined to their lowest
level in two decades and an economy that produced 1.6
million private sector jobs in 1993, “more than were
created in the previous four years combined.”

Too LITTLE, TOO LATE

Any president would have made similar claims, of
course. That’s politics. And Bill Clinton may even deserve
some small share of the credit for the recovery. He is
proposing elimination of at least some federal programs;
his battle for the North American Free Trade Agreement
and the General Agreement on Tariffs and Trade showed
a reassuring appreciation of the role of free markets and
the need to keep America open to the global market-
place.

The question conservatives—and all Americans—
should be asking themselves is not whether a recovery is
taking place, but why it didn’t happen sooner and why it
hasn’t been a great deal stronger. The Cold War has been
over for more than three years. In theory, at least, the
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United States should be the major beneficiary: An unchal-
lengeable haven for world capital with close ties to the
emerging economic powerhouses of Latin America and
Asia, its capitalist engine restored to fighting trim during
the 1980s, locus of an information revolution that could
rival the industrial revolution itself in terms of dynamism
and opportunity.

Yet the economy turned in one of the most anemic
recoveries from a recessionary trough on record. Even if
1994 exceeds expectations—say, a 5-percent increase in
gross domestic product—it would be nothing much to
celebrate. The 11 quarters of “recovery” from 1991 to the
end of 1993 were just over half the average for the first
three years of recoveries since World War I1. The 1969-
1964 recovery averaged nearly 5 percent per year; the
1982-1984 recovery averaged 4.4 percent. Since the cur-
rent recovery began in the second quarter of 1991, the
economy has crept forward at a mere 2.8 percent pace.

AMERICA ON HoLD

Nor is there much reason to credit Bill Clinton with
what little improvement has taken place. For one thing,
growth in 1993 was actually lower (3.2 percent vs. 3.9
percent) than in 1992, the last year of the Bush admini-
stration, when measured from fourth quarter to fourth
quarter. Indeed, the economy appeared to be gaining
steam in late 1992 with a 5.7 percent gain in the final
quarter—only to stop dead in its tracks as Bill Clinton was
being sworn into office. For the first two quarters of 1993,
the economy slumped back to less than 2-percent growth.

Some of that may have reflected a pulling forward of
economic activity in expectation of President Clinton’s
promised 1993 tax increases. But many economists also
believe business and families deliberately placed many
investments on hold as they took the measure of the new
man in the White House. When it became apparent that
the more radical aspects of the new administration
weren’t likely to sell on Capitol Hill—the defeat of Mr.
Clinton’s “stimulus” package may have been the key—the
economy began to pick up steam again, culminating in
the gain of 7.3 percent in the final quarter of 1993.

And if that turns out to have been the peak of the

THOMAS J. BRAY is editorial page editor of the Detroit News.
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While President Clinton would like to take credit for what growth has occurred, his claims are weak.

recovery, it wouldn’t be much to crow about. David
Littmann, economist at Detroit’s Comerica Bank, notes
that it’s at the low end of one-quarter gains during a
recovery. “Post-war recoveries have all featured at least
one quarter in which growth ranged from 6 percentto 16
percent,” he says.

Even more sobering, the surge that began in late 1993
could prove to be a final gasp rather than a harbinger of
further good news. The average postwar recovery has
lasted only three years. Time may be running outon this
goround. The above-mentioned Senators may yet be
proved correct.

While President Clinton would like to take credit for
what growth has occurred, his claims are weak. His eco-
nomic plan had not taken hold by late 1993. And it seems
very unlikely that interest rates, which most economists
believe provided the main stimulus for the bounce-back,
ratcheted down simply in expectation that Mr. Clinton
and the Democratic Congress would cut the deficit.

For one thing, that assumes a direct relationship be-
tween deficits and interest rates that may not exist. (In the
early 1980s, remember, interest rates started to come
down, even as deficits soared.) And even if you think that
deficit expectations play a big role in determining interest
rates, financial markets are probably smart enough to
understand that budgeting for a smaller deficit is differ-
ent than actually achieving one. After the Bush tax deal
of 1990, after all, budgeteers were proclaiming that the
deficit would be all but eliminated by next year. And the
Clinton budget itself shows deficits beginning to rise
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again in the late 1990s.

If Clintonomics didn’t produce the fourth-quarter
surge, what did? As it stands there are a number of
conceivable explanations. Interest rates were indeed the
key—though probably not because the markets got out
of bed one morning and decided that Bill Clinton and
the Democratic Congress were going to redeem nearly 50
years of tax and spend.

THE FED GETS IT RIGHT

One school of thought holds that the decline is the
result of the Federal Reserve board finally getting mone-
tary policy right. Five years of carefully ratcheting the rates
down, goes this line of reasoning, finally persuaded long-
term bond investors that the Fed was really serious about
inflation, as Fed chairman Alan Greenspan had been
claiming. Alternatively, monetarists tend to see the lower
rates as a result of the Fed flooding the market with
money, reflected in the rapid rise of certain monetary
base measures. This has temporarily driven rates down,
but only at the expense of a new burst of inflation which,
when it appears, could result in a financial panic and
renewed recession—or worse.

There is a third possibility. The economic stagnancy of
the early 1990s, and the regulatory terror inflicted on
credit markets by Washington’s deposit insurance bu-
reaucrats in the wake of the savings-and-loan crisis were
probably bound to drive interest rates lower. At some
point they would decline sufficiently to ignite a spontane-
ous recovery. The Fed may deserve neither as much
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blame or as much credit as professional Fed-watchers
would like us to think.

Whatever the case, the interest-rate sensitive sectors of
the economy responded strongly. The fourth-quarter re-
covery was driven chiefly by durables—higher auto sales
and production alone accounted for at least 1.6 percent-
age points of the growth in the fourth quarter, according
to Ford Motor economist Martin Zimmerman. Business
fixed investment and residential construction turned in
white-hot performances. The economy also received an
important stimulus in the form of sharply lower oil prices.

THE DEFICIT IS INCREASINGLY
VIEWED BY AMERICANS AS A
MORAL ISSUE—A MATTER OF
KEEPING FAITH WITH FUTURE
GENERATIONS.

At$15 abarrel, down from $20 a barrel only ayear earlier,
the American economy saves a hefty $17 billion or so on
the 50 percent of oil that it imports.

Too, the drag of the monumental savings-and-loan
industry bailout is pretty much behind us. The federal
government is now in the process of liquidating its enor-
mous holdings of property acquired in the S&L bailout,
sharply reducing net federal outlays and accounting for
more than $20 billion of deficit reduction in fiscal 1993
alone. Federal regulators also began easing their choke-
hold on lending, allowing the economy more breathing
room and long-deferred projects to get under way.

LEANER AND MEANER

Aside from such unusual factors, however, the Ameri-
can economy, which became enormously more competi-
tive and productive in the 1920s, was bound to reassert
some of its basic strength. It was only a matter of time
before it would absorb the fiscal and regulatory shocks of
the Bush years and the first year of the Clinton presidency
and begin moving forward. The wave of entrepreneurial
energy unleashed by the tax cuts of 1978 and 1981 helped
to midwife, among other things, an information revolu-
tion that may prove as important and long lasting as the
industrial revolution of 175 years ago. Such opportunities
are likely to make up for most, if not all, of the counter-
productive policies that the “fairness” crowd is likely to
persuade the American people to adopt.

Meanwhile, older manufacturing businesses and pro-
saic service companies have gotten their houses in order,
too. Economists like to cite statistics showing that the
growth of American productivity since the 1970s has been
substantially below historic norms. But during the 1980s,
manufacturing productivity bounded forward at an an-
nual average rate 3.6 percent, according to the Bureau of
Labor Statistics, nearly three times the rate of the 1970s
and even faster than the feverish 1960s. Service produc-
tivity is notoriously difficult to measure, but it seems likely
that continued heavy investment in computer technology
is having the desired effect. The continued growth of
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inefficient government may be a major reason for the
continued lag in overall productivity figures.

There is no question the private sector is leaner and
meaner. Much of the improvement in the private sector
can be traced to the deregulation of the Reagan years.
Energy, telecommunications, trucking, airlines, and
other industries flourished as the cloud of government
interference receded. The resolute handling of the air-
traffic controllers’ strike sent a major signal to industry
that it could demand accountability and flexibility from
labor without interference from government. Union rep-
resentation in the private sector declined dramatically to
levels not seen since the 1930s.

At the same time, disinflation put management on
notice that it would be held more accountable in the
marketplace. Poor or mediocre results could no longer
be masked by a rise in prices. And corporate raiders were
allowed to hold management’s feet to the fire.

U.S. INDUSTRY REBOUNDS

It would have been very difficult to achieve any of this
without leadership in Washington that made clear to
industry and labor alike that they would have little choice
except to compete in world markets. While quotas might
be arranged to protect specific industries like autos or
steel, they were understood to be temporary palliatives,
not permanent parts of the economic scene. And in any
case they did little to hold back the tide of international
competition. Japanese transplants like the Honda assem-
bly plant in Ohio and the Nissan plant in Tennessee
rendered quotas and other forms of protection increas-
ingly irrelevant.

Faced with the competitive challenge, American indus-
try for the most part responded: American overall pro-
ductivity remains well above that of its closest
competitors, Germany and Japan. America’s exports
soared during the late 1980s and early 1990s, providing
counter-cyclical buoyancy to an economy that appeared
to be flagging.

Even the American auto companies, written off for
dead by much of elite opinion only a few years ago, are
beginning to recover market share from their Japanese
rivals. While the rise of the Japanese yen may have been
partly responsible, by making Japanese cars more expen-
sive relative to American cars, old-fashioned productivity
and renewed emphasis on quality were equally or even
more important. Auto industry analysts believe the
American market may soon recover to levels last seen in
1986, when more than 16 million cars and trucks were
sold. This time U.S. manufacturers will be better posi-
tioned to meet consumer demands.

PERFORMANCE GAP

Despite all this good news, though, there remains the
nagging fact of the weakness of the recent recovery. The
message is that even an economy in fundamentally good
shape can be knocked off its stride by policy errors.
Economist Lawrence Kudlow refers to the difference
between the 1.8 percent growth rate of the last five years
and the long-term, post-war growth rate of 3 percent as a
‘performance gap,” a term coined originally by John F.
Kennedy’s economic advisor Walter Heller. The current
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performance gap, asserts
Mr. Kudlow, can be ex-
plained by the economic
drag of Bush-Clinton taxes
and regulations. Rather
than denying that a recovery
of sorts is taking place, con-
servatives should be focusing
public attention on how the
country is falling short of its
potential. Or, as Mr. Ken-
nedy repeatedly emphasized
in his inimitable Boston ac-
cent while campaigning
against Dwight D. Eisen-
hower (and the 1950s), “We
can do bettah.”

Everybody has a cata-
logue of those errors. As
Paul Craig Roberts was warn-
ing even at the time, the
1986 tax reform act, while it
marked a historic lowering
of marginal income tax
rates, was purchased at the
cost of a higher capital-gains
tax rate and a closing of busi-
ness loopholes that would
wreak havoc on job creation.
The real estate bust of the late 1980s stemmed from these
errors, though it was widely interpreted by the politicians
as a scandal rather than a policy error, thus justifying still
more errors—including the regulatory reign of terror
over banks.

George Bush inherited a slowing economy and pun-
ished it further by reneging on his tax pledge and un-
leashing still more regulatory excesses for which we will
be paying well into the next century. The Clean Air Act
amendments of 1990 and the Americans with Disabilities
Act of 1991 alone may impose more than $50 billion of
new costs annually—or, looked at another way, prevent

THE QUESTION IS, WHY DIDN’T
THE RECOVERY HAPPEN
SOONER, AND WHY HASN'T IT
BEEN STRONGER?

$300 to $500 billion of capitalized long-term investment
in the private sector.

The result has been an economic recovery unlike
almost any other since World War 1L Instead of the usual
5- to 6-percent surge, followed by a stable period of 3- to
4-percent growth, the recovery that began in 1991 yielded
1.3 percent growth in 1991, 2.6 percent in 1992, and 3
percent last year. The message here is that taxes and
regulation take a toll—and can be expected to do so
again, if the Clinton team gets the bit in its teeth. Seeing
the recovery, liberals are quick to conclude that taxes
make no difference. Even conservatives are wondering

Spring 1994

The symbolic seating of the first lady between AFL-CIO chief Lane Kirkland and
GM president Jack Smith at this year’s State of the Union address suggests that
the Administration is still flirting with industrial policies.

whether supply-side dogma about the importance of mar-
ginal tax rates—considering the sharp increases in the
top marginal rates of 1990 and 1993—is somehow over-
emphasized or wrong.

But that misses the point. The shocks of 1990 and 1993
simply mean that growth will be retarded—and that once
it begins, it will start from a lower path. Republicans erred
by implying that last August’s budget would produce
recession. It would have been safer to say that it would
widen the performance gap. Unless the new barriers to
growth are somehow removed or offset, the gap can never
be made up.

Mr. Kudlow estimates that if the economy had grown
at its postwar average of 3 percent annually since 1988,
gross domestic product would be $1.1 trillion higher and
the economywould have generated 5.5 million more jobs.
The performance gap, however, has caused renewed frus-
tration and demands for yet more government interven-
tion. Unless conservatives are clear on this point, they will
be reduced to arguing questions of how much govern-
ment is desirable, not whether it’s desirable in the first
place. They will also be tempted to divert attention from
their lack of economic vision by focusing all of their
attention on divisive social issues, such as immigration
and abortion, which tend to come to the fore in times of
€CoNnomic stress.

BALANCING THE BOOKS
Conservatives should take advantage of the current
business cycle to make some important points:
The supply-side policies of the 1980s led to an extraor-
dinary boom. As Robert L. Bartley, editor of the Wall Street
Journal wrote in The Seven Fat Years, economic growth in
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the United States from 1983 through 1989 was equivalent
to adding the entire German economy to our own. Those
who advocated such policies have little to apologize for—
at least by comparison with other economic theories that
have been tested in the real world. The slow growth of the

THE WELFARE DEBATE
SUGGESTS THAT AMERICANS
NO LONGER NECESSARILY
MEASURE “COMPASSION” BY
THE AMOUNT OF GOVERNMENT
SPENDING.

past five years is amply accounted for by the decision of
many Republicans, with the eager cooperation of Demo-
crats, to turn away from the policies that produced the
longest peacetime boom of the postwar era.

The Democratic Party still lacks a credible alternative
to the free-market vision of the Reagan years. It is flirting
with various forms of industrial policy to get the economy
moving again. But the more the American people look at
President Clinton’s “investments” in people, the more
they are likely to see old-fashioned welfare statism under
a new guise.

Moreover, the European experience emphasizes that
the corporatist approach—symbolized during the last
State of the Union address by the sight of Hillary Rodham
Clinton in the galleries flanked by General Motors presi-
dent Jack Smith and AFL-CIO chief Lane Kirkland—not
only doesn’t work but is badly out of touch with the times.
Europe is privatizing and cutting back on its expensive
welfare state, which is widely viewed as the culprit for
persistently high unemployment among our European
industrial allies.

As the job market stabilizes, fewer Americans are likely
to want to trade in the tangible health benefits they
already enjoy for a speculative new government-run sys-
tem. What appeared to be a winning issue for liberalism
only a few months ago is rapidly turning into a millstone.
National health care is a 1940s answer to a2 1990s problem,
again totally out of synch with the move in the rest of the
world toward privatization of government services and
individual freedom. But continued low growth could
keep the issue alive.

Conservatives should emphasize that if the economy
had remained on the growth path of the 1980s, health
care would be receding as an issue—and would look a
great deal smaller as a proportion of national output.

Clinton promised that he would work with the Demo-
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cratic Congress to end the “gridlock” on the deficit. Yet
it cannot have escaped public attention that the first
Clinton budget actually increased spending and did noth-
ing to reduce the debt accumulated during 40 years of
welfare statism. Indeed, the Clinton budget will expand
that debt by more than $1 trillion in five years. And his
major tool for reducing it—reform of health care—is
predictably turning out to be a generator of huge new
amounts of red ink.

Conservatives are in a position to reclaim the deficit
issue, though they will have to move beyond the hopeful
notion that the country can simply grow its way out of the
hole. If the economy were growing at its postwar average
of 3 percent annually, the deficit would, in theory, disap-
pear by 1999. Even if the economy were growing above
its long-term trend, however, Congress would find ways
to spend the money. Until the political culture changes,
the deficit is likely to remain with us. Fortunately, as the
Perot movement made clear, the deficit is increasingly
viewed by many Americans as a moral issue—a matter of
keeping faith with future generations. It also explains
much of the current distrust of government. Why trust a
government that hasn’t balanced its books in 40 years.

GOVERNMENT “COMPASSION”

The current welfare debate also suggests that Ameri-
cans no longer necessarily measure “compassion” by the
amount of government spending. When Governor John
Engler of Michigan ended the state’s General Assistance
(GA) program for able-bodied adults in 1991, ending
payments to more than 80,000 people, he braced himself
for a political storm. It turned out to be a fairly mild
tempest, which has abated further as it has become ap-
parent that the former GA recipients aren’t clogging
homeless shelters—and, indeed, are finding jobs in im-
pressive numbers. We may have reached an important
turning point in which the compassion of the private
sector is rediscovered by an older and wiser electorate.

In short, the time is fast arriving for conservatives to
resume the intellectual offensive. The lesson of 1993 is
that there is more to economic performance than simple
marginal tax rates. But there is nothing in the experience
of the last five years to suggest that basic laws of economics
have been repealed, and much to support the view that
tax rates—and the overall burden of government—can
have a decisively negative influence.

The message from the electorate since November
1992, notably in the election of tax-cutting Republican
Christine Todd Whitman in New Jersey, is that it wanted
George Bush gone, not a repeal of 1980s policies. The
American economy can do better. But it will take more
imagination and conviction than conservatives have
shown lately to make that point with the public. x
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The Courage of Houston’s Volunteer Cops

VicToR TREVINO

I have a job some people wouldn’t want, much less
campaign for. I am the constable of Precinct 6 in Harris
County, Texas, in the inner-city of Houston. The eight
precinct constables work together with the county com-
missioners, the Houston police, the county sheriff, and
other agencies to enforce the law in their precincts. A
constable’s most important task is to help keep the com-
munity safe, and our precinct is a rough place. People are
poor, and the area has the highest crime rate in the
county. Juvenile crime is exploding in Houston, and our
precinct has big problems with gangs and drugs. Lots of
teenagers carry weapons—at the moment, the really
“cool” kids carry 9-mm semi-automatics. Because of the
danger, not many stores or businesses will risk staying
open after 6 PM. And good luck finding a taxi.

On top of these problems, our office has very little
money to spend on crime control. We may have the most
crime, but we have the smallest budget of any constable’s
office in Harris County. My office is allowed only 13
full-time paid deputies; the population of the precinct is
almost 150,000.

Yet last year, we actually saw a 10-percent drop in the
crime rate in our precinct, even while Houston Police
Department figures show that crime in the city increased
over 20 percent. We have arrested nearly 2,000 wanted
parole violators in the last three years. We have helped
two large schools in our area cut their truancy rates by
over 50 percent. And we've cleaned up our parks and
brought back Little League to the neighborhood after a
25-year absence.

IF You CAN MAKE IT HERE ..

Our secret? Volunteer cops. We have discovered that
if you recruit, train, and organize squads of volunteer
police, you can have a big impact on crime in your
community. Our 200 volunteer deputies are as well-
trained and professional as any law-enforcement group
in the state, and they’re saving the taxpayers a bundle. In
fact, our volunteer force has donated time worth $2.5
million dollars to the precinct since 1991. Thanks to
volunteers, our office has more than doubled the services
we provide to the community. And considering what
we’re up against, if this approach can work in our pre-
cinct, it can probably work anywhere.
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My roots in this area run deep. I came to the United
States from Mexico in 1958 as a six-year-old; my parents
and my eight brothers and sisters moved into a one-bed-
room home not far from where I live today. I attended
the neighborhood schools and hoped to become a cop
when I graduated from high school. Unfortunately, at the
time I graduated my 5-foot, 7-inch height did not meet
the minimum height requirement for the local police
departments, so I became a meat cutter in a local food
store, a job I had for seven years. In the meantime, I
married, and my wife Silvia and I had three children. But
I still dreamed of becoming a cop.

Eventually, the Houston Police Department lowered
its height requirement and I was accepted. After training,
I spent a year on general patrol in the city, then another
year as an officer in the local jail. Because I was Hispanic
and bilingual, I often acted as a mediator for the police
in Hispanic neighborhoods around Houston, especially
in race-related incidents. In 1978 I was appointed as one
of the first community-based police officers in the city,
and was assigned to the Wesley House Community Center
in Near-North Houston, my old neighborhood and a
section of the precinct I now represent. Wesley House is
still an important resource in our precinct, and our office
often refers constituents there for social services help.

NEIGHBORHOOD COP

For the next 10 years, I was the “neighborhood cop.” I
not only served as a liaison between the Houston Police
Department and the community, but acted as a local
booster. I visited schools and church groups, got to know
the business owners in the area, and made myself avail-
able, through the community center, to help the resi-
dents with problems in the area. 1 served as law enforcer,
family therapist, truancy officer, and almost every other
role imaginable. I loved the job, and came to know the
people of the precinct, and their problems, very well.

While I was on the HPD, crime rose steadily in the
Houston area. Poor neighborhoods, such as those in
Near-North Houston where I was working, had the big-
gest social problems and the worst crime rates. The hon-

VICTOR TREVINO is constable of the 6th precinct in Harris
County, Texas.
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Members of the 6th precinct’s ASAP squad visit the home of an absentee student to see why the child missed school.

i
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Such efforts by volunteer deputies have cut absenteeism in half at two Houston junior-high schools.

est, hard—working residents of the area became prisoners
in their homes while the violence and drug traffic in-
creased.

Wealthier neighborhoods, faced with increasing
crime, contracted with the county to increase patrols in
their neighborhoods. Under the “contract deputy” sys-
tem, a particular neighborhood or subdivision would pay
the bulk of the patrol officer’s salary; the patrol officer
was then obligated to spend the majority of his time
patrolling the area that was subsidizing his pay. But this
luxury was impossible for low-income neighborhoods,
such as mine, and the criminals knew it.

PAROLEE PARADISE

As we studied the crime numbers and backgrounds of
the criminals being arrested in the Houston area, we
realized that a large share of crimes—as many as 50
percent—were being committed by convicted criminals
out on parole. Many of these were parole violators: Either
they had failed to show up for a meeting with their parole
officers, had not been present for a home visit, or failed
to comply in some other way. A parole violator, or “PV”
as he or sheis known to us cops, is breaking the law merely
by being in violation of the conditions of his or her parole.
Supposedly, a parole violator is automatically sent back
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to prison. Butin Harris County, no one was keeping track
of parole violators.

As a Houston police officer, I had been told that
tracking down PVs was not my job, unless I happened to
catch one committing another crime. Our department
was already stretched thin just keeping up with current
crimes. Also, the Houston police viewed tracking parole
violators as a state problem. The sheriff’s office and
precinct constables felt the same way. Manpower and cash
were already tight, and parole violators were a low prior-
ity. An added problem was that the county was already
short of beds in the local jails. There was no room for
someone brought in just for not showing up at a parole
meeting. I had always assumed that some branch of law
enforcement was looking for PVs, but I was wrong; none
were. Yet it was clear that a great deal of crime in Harris
County was being committed by these violators.

In fact, to those up for parole in the Texas state prisons,
Harris County was known as “Parolee Paradise.” Parolees
migrated to the Houston area precisely because of its
reputation as a haven for parolees who wanted to “disap-
pear.” Even a PV who got caught in Harris County, say, in
aspeed trap, did not have much to worry about. Since the
local jails were filled to capacity, PVs usually were repri-
manded and told to check in with their parole officers. It
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was no big deal to be a parole violator in Houston, and
thousands of prisoners released from state prisons came
to the area each year, bringing along the criminal behav-
ior that put them in prison in the first place.

CLEANING UP

I believed that more could be done to reduce crime
and improve conditions in our community, so I decided
in 1988 to run for the office of constable of Precinct 6. In
addition to law enforcement, the constable’s office also
serves warrants, oversees the precinct’s small claims and
other misdemeanor court services, and provides civic
services to the precinct at the discretion of the constable.

I ran for constable in Precinct 6 primarily on one
platform: Crime should be reduced. This was my family’s
neighborhood; I wanted to clean it up. And the first way
to do that was to make it safe. Since our precinct was so
poor, allotted a small number of paid deputies, and could
not afford contract deputies, I was determined to staff the
constable’s deputy police force—or “peace officer” force,
as it is known—with highly trained volunteers. The
County Commissioners allowed each constable to have
up to 100 volunteer-deputy officers; I was going to use
some of those volunteers to pick up parole violators and
send them back to prison. I wanted to send a clear
message to parolees: If you want to get lost in Harxis
County, do it in someone else’s precinct.

Asanewcomer to politics, I was not part of the political
machine in Harris County, and I did not want to be. I ran
as an outsider, with my family and friends running my
campaign. I went door-to-door in the precinct to talk to
as many residents as I could. The vote was close; I won by
approximately 180 votes, becoming the first Hispanic
immigrant elected in Harris County.

Getting elected, as it turned out, was the easy part. My
plan to use volunteers to clean up crime in our precinct
did not sit well with some members of the county commis-
sioners. In 1989, shortly after I was elected, the commis-
sioners voted to reduce the number of allowed volunteer
deputies for my precinct from 100 to 33. This huge
reduction would have killed my plan to use volunteers to
fight crime in the sixth precinct. I protested the county
commissioners’ decision, and organized a grass-roots ef-
fort to pack the commissioners’ court hearings with pre-
cinct residents. (One commissioner said later he had
never seen so many Hispanic citizens turn out to debate
an issue before the commissioners.) Our work paid off.
The county commissioners finally gave in, not only restor-
ing the deputies our precinct had lost, but permitting me
to recruit an unlimited number of volunteer deputies.

My next challenge was to develop a well-trained volun-
teer force to start dealing with the crime problem. To find
recruits, I turned to the local community colleges and the
University of Houston Police Academy. Many young men
and women train in these schools with the goal of even-
tually joining a police force. In Texas, police training is
standardized, whether for metropolitan, county, school
district, airport security, or other law enforcement agen-
cies. To be accredited, an individual must graduate from
a certified program, finish 600 hours of training, and pass
a state written exam. Even then, itis almost impossible for
new graduates to find work without prior police experi-
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ence. This is where I have an advantage. I cannot offer
volunteers money, but I can offer them on-the-job police
training as fullfledged deputies to help them build their
resumes. A number of our volunteer deputies join the
precinct to get this kind of experience, although many
stay on the volunteer force even after they have found
full-time employment.

NoT “MiAaMI VICE”

Not all of our deputies, however, are waiting for a
paying police job. Some have professions outside law
enforcement, but enjoy the challenge of community po-
licing. A majority of our deputies live in the precinct, and
have a stake in seeing conditions improve in their neigh-
borhoods. Many are looking for exciting or challenging
volunteer work. Some are retired people with time to
volunteer and the desire to learn some new skills. Our
deputies include fire fighters, business owners, house-
wives, and executives. A number of our deputies are
parents—monns and dads who joined to make the streets
safer for their children.

When 1 first started the volunteer deputy program,
there were accusations from some of my critics that we
were forming a vigilante force. But this is no Wild West
sheriff’s posse. Every volunteer deputy is a fullfledged
cop, with the same state licenses, training, and authority
as any Harris County Sheriff’s officer or Houston Police
Department officer. In fact, 1 established a state-ap-

I WANTED TO SEND A CLEAR
MESSAGE TO PAROLEES: IF
YOU WANT TO GET LOST IN

HARRIS COUNTY, DO IT IN

SOMEONE ELSE’S PRECINCT.

proved, in-service training program within my own de-
partment to provide our deputies training in excess of
state requirements. Qur deputies, whether paid or volun-
teer, carryweapons and have the authority to make arrests
and enforce the law not only in our precinct, but county-
wide.

Such volunteer work may sound exciting to those who
view police work as they see it on television, and we do get
the occasional recruit who thinks he’s signing up for
“Miami Vice.” But the majority of our volunteer deputies
are just trying to help the community. That’s the only real
explanation for these volunteers spending all day or night
at a paying job or raising a family and then reporting four
or five times a week for an eight-hour shift in the precinct.

Today, Precinct 6 has nearly 200 volunteer deputies.
They serve warrants, do administrative and dispatch work,
patrol the precinct in squad cars and on foot, do liaison
work with the area schools, provide security at civic func-
tions, visit senior citizens, pick up truants, and chase down
parole violators. They also serve as my eyes and ears in the
precinct. My office could not provide the community
services it does without them.



THE ZEBRA SQUAD

Since I had promised to fight crime, one of my first
priorities once I had formed a trained deputy force was
to clear parole violators out of my precinct. I created a
parole violators task force—the first in the state of
Texas—known as the Zebra Squad, and staffed it with my
more experienced deputies.

Why call it the Zebra squad? Our deputies had to
choose a letter as their code on the police radio bands.
They chose the last letter of the alphabet as their code:
"Z" for Zebra. Since we were picking up parole violators,
the zebra image—black and white stripes—seemed ap-
propriate.

We developed a plan to conduct searches several
nights a week for known PVs in our area. It was an uphill
battle at first. The sheriff’s office refused to accept the
parole violators we picked up because of bed shortages in
the county jails, and the city jails did not respond either.
So I held a press conference and announced that since
the local jails refused to accept the violators we were
bringing in, my deputies would drive them down to the
state prison at Huntsville and deliver them directly to the
state authorities, if that’s what it took. Needless to say, the
local jails found some beds, and we started picking up
parole violators in our area.

Today, the Zebra Squad is well known in Houston.
Each week my office receives a stack of files from the
Texas Department of Pardons and Paroles. These files are
those of the most dangerous parole violators thought to
be in our area. The Zebra Squad goes out looking for
these violators every night.

This is very hazardous work. Parole violators do not
want to go back to prison, and will usually do what they
can to avoid arrest. Most of the violators we go after have
long rap sheets and have committed multiple violent

IMAGINE THE IMPACT OF
HAVING A UNIFORMED DEPUTY
ARRIVE ON YOUR DOORSTEP
TO SEE WHY YOUR CHILD WAS
NOT IN SCHOOL.

crimes. We always assume that they are armed and dan-
gerous. The volunteer deputies must act as a real team,
and be willing to risk their lives for each other. Such work
requires total professionalism and commitment, and I'd
put these volunteers up against any paid force anywhere.
In the three years the program has been running, The
Zebra Squad has picked up nearly 2,000 felons wanted for
parole violations.

The success of the Zebra Squad has led to many spin-
offs. Both the Harris County Sheriff’s Department and
the Houston Police Department have established their
own PV squads, and even the governor’s office has issued
a list of the state’s “10 Most Wanted” parole violators. We
estimate that crime committed by parole violators has
decreased by roughly 50 percent in our precinct. And

24

cooperation between the state parole authorities, the
Sheriff’s office, the HPD, and my office is outstanding.
Crowded jail problems aside, the local police are glad for
the help we provide in getting these criminals off the
street. Parole violators are more likely to commit other
crimes than parolees who meet their parole conditions.
And the state parole authorities are grateful for the assis-
tance we give them in tracking down violators. Our com-
bined efforts have helped to lower Houston’s crime rate
In recent years.

ASAP

The success of the Zebra Squad led me to think that
other community problems could be tackled using the
same approach. One of the biggest problems we face in
our area is the huge increase in juvenile crime. There is
no question that at least part of this problem is linked to
the poor attendance at many of our local schools. Tru-
ancy not only contributes to immediate problems in a
neighborhood, such as vagrancy, drug dealing, vandal-
ism, and gang violence, but it increases the school drop-
outrate. It’s the old story: Kids cut school and fall behind,
then feel overwhelmed at all they have to make up, and
after repeating this pattern for several years they eventu-
ally drop out.

Keeping kids in school not only improves their pros-
pects, but helps prevent crime. In 1992 the Texas Crimi-
nal Justice Policy Council reported that nearly half of the
students who gave a reason for dropping out left school
because of poor attendance. It’s no coincidence that
nearly 70 percent of the Texas prison population does
not have a high school diploma or G.E.D. certificate.

In the fall of 1992, my office initiated a program—the
first of its kind in the nation—called the Absent Students
Assistance Program (ASAP). We targeted two local junior
high schools with high absenteeism, Marshall Middle
School and Jackson Middle School, and set up a pilot
program with their principals and the Houston Inde-
pendent School District. Each afternoon, my office re-
ceives a list of student absences from those two schools.
Each evening, members of our ASAP squad of uniformed
deputies—all volunteers—visit the homes of these stu-
dents to see why they were absent.

Imagine the impact of having a uniformed deputy
arrive on your doorstep to see why your child was not in
school. In cases where we find no one at home, a large
bright orange or blue notice is pasted to the front door
explaining the reason for the deputy’s visit and asking the
parents or guardians to contact the school or my office.

Many times we find that the student has given a false
address. In these cases, the child is required to bring his
parents or guardians to school to settle the issue of where
the studentreally lives. Often the parents don’t know that
their child has cut class; many of the residents in our
precinct leave very early in the morning for work, and
believe that their children have gone to school. Other
times we find real problems at home: abuse, alcoholism,
or other family difficulties that are causing the child to
miss school. Itisn’t unusual, for example, to find out that
the student had to stay home to babysit younger brothers
and sisters. Each deputy must write up field notes describ-
ing the conditions of the dwelling, the family situation,
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and any other observations
that might help the school ad-
ministrators. Sometimes the
needs are very basic. Lieuten-
ant Glenn Ellis, who directs
both the Zebra and ASAP
squads, tells of one visit where
he found that the child did not
attend school because he had
no shoes.

The impact of the ASAP pro-
gram has been astounding. In
both schools where the pro-
gram is underway, school atten-
dance has increased over 60
percent. Both Marshall and
Jackson now have attendance
rates hovering around 97 per-
cent, a figure any school would
be proud of. Their respective
school principals, Roberto
Gonzalez and Lupita Cerna,
say that ASAP is the sole reason
for the increased attendance.
Neither school had an effective
way to check up on absentees
before the ASAP squads started
visiting the homes of their stu-
dents. And since the program
is staffed entirely by volunteers,
it has not increased costs for
the school district.

But the most surprising
thing to me about ASAP has
been the response of the par-
ents. I expected angry tele-
phone calls from parents after
sending cops out to find tru-
ants, but my office has not re-
ceived a single complaint since
the program began in 1993. In
fact, the parents usually thank
us; they want their kids to get
an education, but sometimes
cannot find a way to force a teenager to go to school. The
parents we hear from say our deputies help them disci-
pline their children, and they are really grateful.

PLAY BALL

One of the saddest results of the increased crime in
our precinct was that many of the parks and ball fields
had been taken over by drug dealers and gangs. Children
had few safe places to play, and there was no organized
recreation for kids in the neighborhood. Lots of kids end
up in trouble because they have nothing else to do.
Growing up, I had played Little League baseball and
loved it, but Little League had disappeared from many of
the parks in the sixth precinct; in fact, there had been no
Little League in some of our parks in 25 years.

I decided that this was one problem my office and its
volunteers could go a long way toward solving, so in 1990
I formed—you guessed it—a Little League squad. I put
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Constable Victor Trevino (right) and deputy Larry Smith (center) congratulate a

6th precinct Little Leaguer on opening day. Little League is back after a 25-year
absence, with the help of volunteer deputies on the Little League Squad.

Larry Smith of my office in charge, and he organized
other deputies as coaches. We sent flyers out through the
schools in the area announcing an organizational meet-
ing, and asked interested kids to come and bring their
parents.

At our first meeting, only a few kids showed up, and
only one adult. The kids were curious. Some had never
even heard of Little League, and only a few had played
baseball. The parents were reluctant to get involved at
first. But we kept at it, and got volunteers out to clean up
the parks and hold practices. Interest started to build in
the community when the residents realized we were com-
mitted to bringing back Little League, and pretty soon we
had enough players to form a few teams.

We decided in the very beginning that none of our
Little League teams would charge a registration fee; the
families in our neighborhoods can’t afford it. All a kid
needs to play in our league is his own glove—although we
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Victor Trevino with a young constituent. “A number of
our volunteer deputies are parents who want to make
the neighborhood safer for their children.”

provide those too, if that’s the only way a child can play.
We buy the bats, uniforms, and other equipment. So not
only do we have to find the players, we have to find the
money. Itis really a grass-roots effort. We enlist churches
and civic groups, local businesses, and any other source
we can think of to help raise funds. The Precinct 6 Care
Incorporated fund and some community businesses
helped a lot in the first year, and we were able to field
several teams.

In the beginning, there was very little parental involve-
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ment, so our deputies volunteered as coaches and um-
pires, and to patrol the parks for drug and alcohol use.
The kids were enthusiastic from the start, and a lot of the
volunteers who coach or help out say that they have seen
big improvements in the discipline, self-esteem, and
sportsmanship of the players. Today, participation from
parents is growing; some of them are astounded by the
change they’ve seen in their kids.

This year, Precinct 6’s three Little League organiza-
tions will field almost 40 teams, many of them co-ed. My
office is still very involved in organization and coaching,
and other volunteers meet with us regularly at the pre-
cinct office. We have run the drug dealers and gangs out
of the local parks where the games are held. The stands
are filled not only with parents and friends of the players,
but by neighborhood residents who are delighted to have
a safe place to get outside on a summer night. And we
have an organized, fun way to keep the kids off the streets.
Money is still a constant problem; the recession hit some
of our local businesses pretty hard, and contributions are
down. But we will find a way to come up with the money.
My next priority for the kids is a girls softball league.
Several teams have already formed in our precinct be-
cause of community interest: Can a “Softball Squad” be
far behind?

COMMON SENSE IDEAS

People always seem amazed when I describe the volun-
teer squads in our precinct and what they accomplish.
Actually, it amazes me that more communities aren’t
tapping into the resources they have right in their own
backyards. None of our squads developed from a compli-
cated idea, but from plain old common sense. If you get
wanted criminals out of your neighborhood, there will be
less crime. If you make it very hard for a kid to cut school,
there will be less truancy and probably less juvenile crime.
If you give bored kids an alternative to just hanging out
all day, they are less likely to get into trouble. Why are
people so surprised?

We still have a lot of problems in our precinct. There
is still too much crime, and we have to find even more
ways to keep our young people busy and in school. But
we are going to keep at it, and keep looking for new ways
to use volunteer energy to improve our neighborhoods.
I am convinced that these volunteers are out there in
every community. The challenge is to find them, organize
them, train them, and get them to work. They won’t
disappoint you. =z
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1993 Prescription
Drug Price Increases
Lowest In 20 Years.

Source: U.S. Department of Labor, Bureau of Labor Statistics, 1994.
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In 1993, prescription drug price increases were cut by more
than half-to 3.1 percent from 6.4 percent in 1992. This is the
fourth consecutive annual decline, and reflects new market
forces and voluntary price restraints by drug research compa-
nies. For more information call the Pharmaceutical
Manufacturers Association at 1-800-538-2692.

America’s Pharmaceutical Research Companies

Pharmaceutical Manufacturers Association, 1100 15th St., NW, Box RR, Washington, DC 20005.




A Mowm AND Por MANIFESTO

What the ProFamily Movement Wants from Congress

REPRESENTATIVE HENRY HYDE

When Lenin, that architect of tyranny, asked his
famous question—“What is to be done?”—his response
was to overturn the foundations of civil society. Right
question, wrong answer. America, now the free world’s
most violent nation, faces a historic moment of similar
magnitude. What s to be done, by us, torestore the family
as the surest basis of civil order, the strongest foundation
for free enterprise, the safest home of freedom?

It is a question that official Washington seems incapa-
ble of answering. Instead of acknowledging the role of the
traditional family in sustaining a democratic order, Con-
gress continues at best to ignore, and at worst to under-
mine, that role in everything from education and health
to aging and crime. In addition, Congress has placed new
financial pressures on the family. Last year it repealed the
Young Child Tax Credit, a Bush-era innovation to provide
low-income households a refundable tax credit (about
$500 per child) to help them care for newborns and
toddlers. Meanwhile, President Clinton’s tax hike—$255
billion over five years—will fall squarely on the American
family, both in direct levies and higher prices.

ABDICATION, NOT ANALYSIS

It is now an oftrepeated truism that the problems of
the family transcend public policy and that their solutions
must therefore come primarily from outside government.
That valid observation is easily distorted, however, into
the specious assertion that there isn’t much government
can do to reverse the downward spiral of family life in this
nation.

That is abdication, not analysis. The more we discover
what government has done to undermine family life over
the last three decades, the clearer it becomes that public
policy must have a central role in restoring to America a
family order of things.

Theologians tell us that prudence is one of the four
cardinal virtues, the crucial good habits upon which all
others depend. Much will depend upon the prudence of
the pro-family movement in the months ahead. It would
be shortsighted for the movement to allow its current
mode of opposition, necessary as it is, to define its long-
range future. Instead, a pro-family agenda must aim to
reconstruct a now devastated mosaic of interrelation-
ships, values, and assumptions. Rather than losing our-
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selves amid the many fragments, we can begin by setting
in place the key pieces that give coherence to the whole
picture.

RESTORE FAMILY PROSPERITY

The first piece is pro-family economic policy. That’s
not because money is the most important element in
family life, but because government’s appetite for the
family’s cash has been a crucial factor in creating its
current plight. Most of us have heard the numbers. If
today’s personal exemption accounted for the same pro-
portion of family income as it did in 1948, it would be
about $8,000, not $2,350.

That means government has moved from sheltering
families to crushing them. Despite all the talk about
women having choices in our newly egalitarian work
place, the ugly reality is that millions of American women
have been “put to work.” In Uncle Sam’s new tax order,
it’s become the only way to maintain a decent lifestyle for
their families.

Consider the cultural ripple effects of a dramatic in-
crease in the personal exemption. For example, how
many moderate-income families might, for the first time,
be able to choose their children’s schools? How many
households would reconsider the necessity of having two
earners? How many would pursue home schooling? How
many parents, whether moms or dads, would find more
time to spend with the kids and less to spend on the job?

To open up these opportunities, two House freshmen,
Rod Grams and Tim Hutchinson, have introduced legis-
lation to provide an across-the-board tax credit of $500
per child, to compensate in part for the erosion of the
personal exemption. Their bill also would establish a
commission, along the lines of Representative Dick Ar-
mey’s successful Base-Closure Commission, to present
Congress with a take-it-or-leave-it package of off-setting
spending reductions.

In tandem with dramatic tax relief for families, several
other steps should be taken. One, of course, is cutting the
capital gains tax and indexing it to inflation. That would
be a tremendous boost to business investment and job

HENRY HYDE is chairman of the House Republican Policy
Committee and represents the 6th district of Illinots.
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creation, and millions of good new jobs are essential to
the restoration of family prosperity in this country. As part
of our capital gains package, conservatives should pro-
pose a zero-rate for households with modest incomes and
for small, family-owned businesses. Let liberals oppose
that one! As Patrick Henry might say today, if this be
wedge-politics, make the most of it.

Another small but important economic corrective will
be to repeal the regulations of the Department of Labor
(DOL) that have the effect of forbidding employers from
paying what used to be called a “family wage.” In other
words, paying more to a family breadwinner, in recogni-
tion of the fact that he or she has responsibilities a single
worker is less likely to have. This used to be a common-
place practice, in the days when children were looked
upon as assets to the community rather than as liabilities.

Congress never legislated on the matter. But bureau-
crats at the Department of Labor came up with this
remarkable bit of ideological reasoning: 1) Congress
banned pay discrimination on the basis of gender. 2)
Workers receiving a family wage are most likely to be
male. 3) Therefore, the family wage is inherently discrimi-
natory and is made illegal under DOL regulations. But
the discrimination issue is a red herring. If an employer
chooses to pay a salary differential to breadwinners, both
male and female, that should be the business of nobody
in the federal government.

Another way to restore the family wage is to reduce a
worker’s FICA tax if he or she has minor dependents. The
rationale is simple: The long-range future of Social Secu-
rity is in serious doubt. Part of the problem is that there
will be too few workers. Part of the solution is to assist
today’s workers who are supporting children—and to
give them financial encouragement to have those chil-

CONGRESS HAS A
RESPONSIBILITY TO HELP UNDO
SOME OF THE DAMAGE
INFLICTED ON THE FAMILY
THROUGH A LONG SERIES OF
GOVERNMENTAL DECISIONS.

dren in the first place. With most workers paying more in
FICA taxes than in income taxes, a family-based FICA
would be another subtle, political means of promoting
more stable families.

PRO -FAMILY BUDGET

The second broad priority for the pro-family move-
ment is the flip side of the first. Diversion of resources
away from government and back to the family inevitably
entails dramatic constriction of the public sector. That is
an end in itself. For the public sector feeds the premises
of the Left, supplies its financial resources, its breeding
ground. And only when the Leftis structurally curbed can
the American family be secure.

Let me state the obvious: The only reason there is a
pro-family movement in this countryis that there has long
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been an anti-family movement. It’s never called that, but
there it is. Its essential strategy, it seems, is to transfer
resources from what works—the two-parent family—to
what doesn’t. Success must subsidize failure, not until
failure succeeds, but until success fails. This is why we have
poured tens of billions into programs under the Elemen-
tary and Secondary Education Act without putting any of
the money into the hands of parents. It explains why
welfare policy has underwritten illegitimacy, and why all
sorts of income-transfer entitlements kept pace with in-
flation while the personal exemption for taxpayers with
kids was frozen.

Thus, the American Left, like the blossoming beastie
in “The Little Shop of Horrors,” has grown artificially,
unnaturally over the last three decades—fed from the
family dollars channelled by government to the millions
of persons whose income no longer has any connection
with market forces. But restore a pro-family tax code,
enact pro-family budgets, and the money slows down.
Maximize daily decision-making by households, mini-
mize governmental favoritism, and you restore the disci-
pline of the free market—which is to say, the public
will—into all aspects of American life, especially culture.
This is the only way to undercut the public policy preju-
dice against the traditional family and its values.

EMPOWER PARENTS

Third, Congress must address two critical areas that
demand a reversal of government influence—education
and welfare. For the former, our task is already clear. We
must aggressively assert family rights wherever they are
threatened—not just in sex-education programs, but also
in biased curricula, propagandizing reading lists, and
ideological student counselling. Most of these battles will
be fought at the local level, not in Congress. But the
objective of the pro-family movement should be to array
federal authority—in law, regulation, and the courts—on
the side of parents.

Vouchers will be a crucial lever to move education in
the right direction; while the most important progress in
that regard must come at the state level, the pro-family
movement can convince Congress to support parental
vouchers, instead of grants to school districts, to distrib-
ute federal education funds.

A Congress friendly to the family will dismantle the
apparatus of centralized government control currently
building in the Clinton Administration. That includes
mechanisms for setting, and eventually enforcing, na-
tional “opportunity-to-learn standards,” a virtual invita-
tion for the federal courts to take control of the way states
finance education. Instead, Congress should work with
the states to launch pilot projects for altogether removing
federal authority from schooling. Let’s see what several
states can do with their schools without any federal inter-
vention apart from enforcement of civil rights laws.

In higher education, Congress can act most effectively
by acting indirectly. I want no federal hand, conservative
or liberal, on the nation’s colleges and universities. But
we can guard against official favoritism in the awarding
of government grants and contracts. And we can, as much
as possible, restore market forces to academia. Only con-
sumer rights in education can correct the problems ex-
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posed by Martin Anderson,
Thomas Sowell, and other
thoughtful critics of today’s left-
ist professoriate.

The fourth pillar of the pro-
family resurgence should be a
radical restructuring of welfare.
Stop-gap measures have their
place, and I do not mean to
disparage any of the welfare re-
form proposals now in the pol-
icy limelight. But at their best,
they may make marginal im-
provements in a fundamentally
defective system because they
do not focus on the single most
important factor in today’s pov-
erty equation: illegitimacy.

Will this or that welfare re-
form plan “put people to work™
Perhaps, but those people will
still be the single mothers of
children headed for limited ho-
rizons. Whatever progress is
made in helping some individu-
als grow out of dependency is
likely to be more than offset by
the growing number of chil-
dren without fathers.

We still face the unanswered
question: What must be done, now or in the future, to
deal with a welfare system that has become the most
destructive anti-family enterprise of the federal govern-
ment?

My answers are tentative and open to correction. First,
Congress should remove decision-making responsibility
regarding welfare—beginning with Aid to Families with
Dependent Children—from Washington. Howeveritis to
be financed, by federal block grants or some other mecha-
nism, control of public assistance must go back where it
belongs, to the state and local level. Only there can
prudent judgments be made, on a household-by-house-
hold basis, about what might help families reach the
mainstream of American life. If some states botch the job,
their taxpayers can take corrective action. That will be a
great improvement over the status quo, in which voters
can’t even ascertain who is responsible for the welfare
mess—perhaps the major reason why 1960s social plan-
ners wanted to centralize the system in Washington.

Once welfare is back in the hands of the public, it will
be easier to require under-age moms to live with their
parents as a condition of eligibility. That’s already a
popular idea. I would go farther and maximize the role
of religious institutions in distributing assistance. Espe-
cially in the inner city, churches should be made the
primary channels for federal nutrition programs, com-
munity health services, and other programs. Many of
them are already involved, of course, but I am thinking
of something on a grander scale.

Congress should be aiming for the virtual replacement
of public-sector welfare agencies by those of the private
sector, especially religiously motivated groups that are
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Like the Blossoming Beastie in “The Little Shop of Horrors,” the American Left
has grown unnaturally in the last three decades.

rooted in low-income communities. That does not mean
requiring church attendance; so long as no doctrinal
preferences are made as to which institutions can partici-
pate, there should be no constitutional objections. It does
mean increasing exposure to constructive influences on
the part of those who most need it. Even more important,
it means interweaving into a larger caring community
those individuals—young mothers and their fatherless
children—who most need support systems, counsel, and
role models, as well as material aid. It means more pro-
tective influences for the vulnerable, and a better chance
in life.

Some will consider those changes inadequate and will
want to abolish AFDC altogether, not out of frugality but
from compassion, in the belief that the availability of
welfare only worsens the incidence of illegitimacy. They
may be right, but there are steps we should take in the
short run as we grapple with the challenge that Charles
Murray and other prophets have set before us.

PARADIGM SHIFT

Reformation is critical not only in regards to welfare,
however. A deep cultural transformation is needed in the
way our society views the family. Admittedly, such a “para-
digm shift” must be prompted mainly by non-political
factors—f{rom William Bennett’s Book of Virtues to a teen-
counseling center at a local church. But even here, Con-
gress has a responsibility to help undo some of the
damage inflicted on the family through a long series of
governmental decisions.

One step would be to reaffirm our public allegiance to
the profound importance of the marriage commitment.
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Especially in the inner city, churches should be made |
the primary channels for federal nutrition, community
health, and other social services.

Since California’s legislature launched the divorce revo-
lution in 1970, we have looked the other way as women
and children were reduced to the ranks of the “new poor”
by easy or unilateral dissolution of the marriage contract.
Now it is time to reassert the community’s interest, both
economic and social, in fostering two-parent households.

I am not proposing federal legislation, but rather the
drafting of a model law that state legislatures could use as
a starting point for their own initiatives. It might provide
for a cooling-off period (an increasingly popular concept
among family counsellors). It certainly should make di-
vorce more cumbersome in two cases: whenever children
are involved, and when either spouse opposes the action.
And it should reflect the British legal bias that bestows
possession of property upon whichever parent wins cus-
tody of the children.

Another contentious issue for a pro-family Congress
will be the legal status of non-marital living arrangements,
whether heterosexual or homosexual, in federal pro-
grams ranging from health and retirement benefits to the
IRS code. Last year’s battle over homosexuals in the
military is only a prelude to the controversies that await
us. I can understand why many of my congressional
colleagues would want to sidestep this difficult matter, but
the policy aggressiveness of homosexual activists will
eventually force the issue. However these questions may
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be handled at the state and local level, Congress must, for
federal purposes, affirm the traditional family created by
ties of blood, marriage, or adoption. In a more negative
sense, Congress must ensure that no activities of the
federal government give legitimacy to lifestyles inimical
to the family.

HUMAN LIFE AGENDA

While seeking consensus, pro-family forces in Con-
gress will nonetheless have to grasp nettles of controversy.
The most obvious example is the abortion issue. The
current line-up on Capitol Hill is grossly out of sync with
public opinion, which splits on the continued legality of
abortion but overwhelmingly supports certain restric-
tions on it. A Congress truly reflective of the public will
on this matter could, even without constitutional amend-
ment or a Human Life Bill, dramatically reduce the
incidence of abortion.

First, it can cut off the anti-life propaganda and tobby-
ing that flourishes on federal contracts and grants to
organizations that are part of the abortion industry. A
case in point is the federally controlled family planning
program, Title X, which should be removed from Wash-
ington’s grasp and converted to a state-controlled mater-
nal and child health initiative. This would put a host of
controversial issues, like school-based clinics, closer to
local control and accountability.

Imagine, too, the impact if Congress were to mandate
inclusion of at least late-term abortions in the nation’s
infant mortality statistics, or if the Department of Trans-
portation included pre-born children in its traffic mortal-
ity numbers. Even while Roevs. Wade stands, we can enact
a national feticide law, in the absence of which courts
have dismissed charges against persons who brutally at-
tacked pregnant women, causing the death of their un-
born babies.

Someone has observed that, in postmodern America,
there are two standards for determining the morality of
something: whether it’s tax deductible, and whether it
can be covered by insurance. So be it. Let Congress deal
with abortion under both headings, barring it from any
health insurance plan touched by federal policy—just as
we would not tolerate racial discrimination in those plans.

More positively, Congress can promote adoption by
providing a tax credit for its costs, which sometimes are
quite heavy. We can also require adoption counselling in
federally funded programs that assist pregnant women.
We can work with state and private-sector foster care
agencies to reform procedures, and rethink attitudes,
that have left hundreds of thousands of adoptable kids in
temporary homes.

ONE - STOP SHOPPING

A less obvious way to deepen our public commitment
to the unborn and the family in general is a proposal by
Congressman Tom Bliley—ignored by the current House
majority—to consolidate overlapping programs into one
block grant to promote maternal and child health. This
would divert money from bureaucracies to actual services,
let states target the special needs of their low-income
households, and provide “one-stop shopping” in health
care for mothers and infants. Mr. Bliley’s plan could

Policy Review



become the basis for a grassroots crusade against infant
mortality and child abuse—the kind of initiative that will
bring home to the public what the pro-family movement
is truly about.

Over time, the states will do the rest. They will enact
parental notification laws, require waiting periods, and
ban late-term abortions. As the stigma of abortion grows,
as the procedure becomes more difficult to obtain, as
medical schools limit training for it, as fewer physicians
are willing to perform it, and as consent laws and preg-
nancy aid programs help women avoid it, the clout of the
abortion industry will diminish—to the point at which the
nation will definitively choose life.

That choice, defining the core of our civilization, can-
not be left to the discretion of an unelected judiciary. The
judicial branch has, over the last half-century, done more
than its share to erode the rights of the family and to
create a secular culture hostile to it. It may be time,
therefore, to consider a constitutional amendment assert-
ing that the rights of the family, which are anterior and
superior to government, may not be abridged.

Such a concept, of course, cries out for greater preci-
sion. Moreover, changes to the federal constitution
should not be undertaken lightly. Fortunately, there is

underway a related effort with regard to state constitu-
tions. Its progress can show us the merits, and possible
pitfalls, of a constitutional approach to protecting the
family. If successful, it may either obviate the need for
action on the federal level—or make it irresistible.

SHELTERING FAMILIES

On a wide range of issues, then, the pro-family move-
ment has much to say to the vast majority of Americans.
Certainly, one of the clearest lessons of the 20th century
is that the strength of government and the strength of the
family often have been countervailing forces, as if the two
are perched on opposite ends of a seesaw. Where the
power of the state has expanded, the power of the family
has correspondingly receded.

In the century ahead, the best safeguard of personal
autonomy—and personal responsibility—will not be the
isolated individual, but the self-directed family. Washing-
ton, with all its financial resources, programs, agencies,
and countless bureaucrats, cannot advance the cause of
liberty unless it allows generations of Americans to be
shaped and sheltered by families. The alternative is de
facto wardship to the state. That was the Leninist choice.
It cannot, it must not be ours. =

AMERICAN FAMILIES IN CRISIS

Since World War ll, the health coverage of millions of families has been linked to their
work place. If the main breadwinner loses his or her job, families are left uninsured,
and faced with the possibility of unprecedented financial hardships.
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In 1948, an average family of four paid 2 percent of its income in taxes to the federal
government. Today, that family pays 24 percent.

Since 1965, U.S. taxpayers have spent $5 trillion on the “War on Poverty.” Today, one
out of eight children is being supported by the welfare system.

As Washington wrestles with these problems, perhaps you’'d like to develop a program with a Heritage
Foundation specialist on solutions that work. Contact Heritage’s Speakers Bureau, 214 Massachusetts Ave.,
N.E., Washington, D.C. 20002; (202) 546-4400, ext. 516.
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RaceE AcAINST THE CURE

The Health Hazards of Pharmaceutical Price Controls

ROBERT M. GOLDBERG

To learn more about the views of consumers around
the nation, a major pharmaceutical firm recently organ-
ized a series of focus groups to discuss drug prices, medi-
cal innovation, and the value of medicine. But the
discussions rarely progressed beyond one issue. As soon
as the focus group leader put up a chartshowing that drug
costs account for only 8 percent of America’s total health-
care spending, the protests began; the members of the
group would refuse to accept that the figure was so small.
It had to be more—25 or even 50 percent, argued the
disbelievers. Eventually, the group would disperse, having
only managed to underscore the consumers’ general
distrust of drug companies and the widespread belief that
prescriptions cost too much.

The reactions of these focus groups are consistent with
national polls showing strong public agreement with ef-
forts to control pharmaceutical prices. Even if the Clinton
health plan is defeated, price controls are so politically
popular they could well be incorporated into other pro-
posals. The support for controls is widespread both in the
public and the Congress.

DRUGS, PARKING TICKETS, TAXES

Controlling drug prices makes sense to many Ameri-
cans, who have weathered a decade of steady and hefty
increases in the prices of prescriptions that far exceed the
general rate of inflation. Everyone knows a story about
high-cost drugs: the single mother paying $85 for antibi-
otics to cure her toddler’s ear infection; the elderly cou-
ple being forced to choose between food and medicines;
the prescription that costs half as much in Ciudad Juarez
as across the border in El Paso.

Americans do not have much sympathy for drug com-
panies, either, and Bill Clinton knows it. Pharmaceutical
firms have netted huge profits in the last decade; much
of the public thinks these profits have been at the expense
of the poor and elderly. So the president is campaigning
hard to retain price controls in his health plan, and takes
every opportunity to state his case against the high costs
of medicines. This is an especially potent argument to
senior citizens, who buy more prescription medicines
than any other group in America. In February, at a visit
to a pharmacy in Greenville, Connecticut, the president
let the local pharmacist do the talking for him. “People
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come in here and actually break down because they can’t
afford to buy prescriptions,” said the pharmacy owner.
Other customers, he said, had been forced to sell their
homes and give up other necessities because of soaring
drug costs.

The resentment against price hikes has been com-
pounded by the peculiar way pharmaceuticals are treated
by many insurance plans. That insurers will cover expen-
sive visits to physicians or hospitals, but often will not
cover prescriptions, is one of the great paradoxes of the
current health system. Many people resent paying for
drugs the same way they resent paying parking tickets or
taxes. This resentment is likely to grow as new pharma-
ceuticals replace hospital stays and other treatments as
the front-line defense for most diseases.

The solution to such problems, according to the presi-
dent and other price-control supporters, is to set legal
limits on the price of prescription drugs. Senator David
Pryor (D-AK) and Representative Henry Waxman (D-
CA), have introduced legislation in which the govern-
ment would set—they use the word “negotiate”—drug
prices the way it now sets utility rates.

THE COST FOR CURES

For all their popularity, however, price controls on
pharmaceuticals are one of the most dangerous elements
of the Clinton health plan. The potential for controls to
Jeopardize drug research—and future cures—is a major
threat to American health. The short-term savings are not
worth the eventual harm price controls will cause.

Drug costs are not driving Americans to the poor
house. In fact, Americans spend less than $250 per capita
annually on medicines. It is true that prices for some—
and especially innovative—drugs are high, and that these
prices create hardships for some people. But even ex-
treme price controls would not make drugs affordable to
people who pay thousands of dollars for medicines out of
their own pockets; cutting current profits in half would
cut prices about $6.00 per prescription at the check-out
counter. As for turning the pharmaceutical industry into
a public utility, the Soviet Union did just that. Pharma-

ROBERT M. GOLDBERG is a senior research Jfellow at the Gordon
Public Policy Center at Brandeis University
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Polio victims in an iron—lun ward in the 1940s. The develpment ofa reakoh polio vaccine saved billions of

dollars and countless lives. Pharmaceutical research to cure today’s life-threatening diseases
is endangered by the price controls in the Clinton health plan.

ceutical research, development, and availability virtually
ended as a result. Medicines were, and remain, notori-
ously scarce and backward in the former Soviet bloc. So
much for the public-utility model.

What the White House does not acknowledge in the
debate on pharmaceutical prices is that today, higher-
priced drugs can prolong or improve a patient’s quality
of life, allowing him to remain atwork and with his family,
instead of in a hospital or convalescing. Newer versions
of existing drugs—such as Prozac for depression or Fel-
bamate for epilepsy—reduce pain, limit side effects, and
help patients in ways that earlier drugs could not. Break-
through drugs such as Betaseron, the first drug to treat
multiple sclerosis, will reduce the costs of treating diseases
over the long run, even though they are more expensive
than earlier-generation products.

WORTH EVERY PENNY

Today, pharmaceuticals are improving the delivery of
health care and reducing the cost of treatment for many
diseases. Drugs have reduced the death rate from arterio-
sclerosis, early childhood diseases, heart disease, ulcers,
polio, and tuberculosis. The cost of maintaining a polio
victim on an iron-lung machine today would run into the
tens of thousands of dollars annually, while the common
polio vaccine is now inexpensive. Treating typhoid with
methods used before the discovery of antibiotics would
cost approximately $100,000. New drugs also have made
possible many life-saving procedures such as organ trans-
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plants, chemotherapy, and kidney dialysis.

The most innovative drugs of the late 1970s and 1980s
had higher real prices than the earlier generations of
drugs—and they were worth every penny. Such new prod-
ucts as Tagamet and Zantac for ulcers, Procardia and
Capoten for hypertension, Mevacor for cholesterol, and
Naprosyn for arthritis allowed physicians to actually con-
trol diseases that had led to fatal and crippling illnesses.

The White House’s targeting of drug companies and
biotechnology firms as among the villains in the health-
care debate seems especially shortsighted, since the tech-
nologies these firms develop are among the best uses of
medical resources. Dr. Lewis Thomas, the late essayist and
president of Memorial Sloan-Kettering Cancer Center,
once observed that pharmaceutical innovations are the
most genuinely decisive technology of modern medicine.
Pharmaceuticals are the product of a genuine under-
standing of disease mechanisms. There are few important
human diseases that medicine has the outright capacity
to prevent or cure in which the cost of treatment with
drug therapy is as high as managing the same disease
without the drugs.

THE DEMAND FOR BETTER MEDICINE
The administration’s efforts to paint pharmaceutical
companies as money-grubbing crooks have unfairly sin-
gled out the industry as a scapegoat. Drug companies, like
other businesses, try to make as high a profit as they can.
They can do so only when their research leads to drugs
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that doctors and patients want. Patients and insurance
companies may not like an innovative drug’s high price,
but they pay it nonetheless when the drug is the best
treatment or can prevent other costs associated with an
illness or disease. If the demand for a particular drug is
high, as it often is when a breakthrough comes onto the
market, the price will be high. These prices reflect the
demand for continuing innovation.

High prices also reflect the inherent risks of the phar-
maceutical and biotechnology industries. The medical
advancements they deliver are extremely difficult to gen-
erate: Only one out of 1,000 drugs in development ever
makes it onto market and turns a profit.

TODAY, HIGHER - PRICED
DRUGS CAN PROLONG OR
IMPROVE A PATIENT’S QUALITY
OF LIFE, ALLOWING HIM TO
REMAIN AT WORK AND AT
HOME, INSTEAD OF
CONVALESCING OR IN A
HOSPITAL.

The importance and challenge of innovative knowl-
edge has been recognized by the long patent life—17
years—available to companies that invest in research and
development. Patent protection has traditionally been
strong in the United States, and is a principal reason for
America’s leadership role in biotechnology. The impor-
tance of patents to profitability and investment has not
been lost on politicians. Senator Pryor and others have
proposed a bill to reduce the patent life of products that
exceed prices or price increases set by government agen-
cies. This outright confiscation of intellectual property
could cripple research and development (R&D) faster
than price controls.

Price-control advocates stress the price system’s ex-
cesses rather than its fundamental validity. With rare
exceptions, drug prices have functioned to encourage
and reward the development of and investment in inno-
vative medicines. Low drug prices, on the other hand,
encourage and reward the duplication of existing medi-
Cines—one redason soO many companies are getting into
the generic drug market.

BLOCKBUSTER FUNDING

Drug prices, like all others, are set by market forces,
which explains why drug prices actually declined in real
terms during the 1970s, a time of very few therapeutic
advances. Consumers were simply unwilling to pay higher
prices for products that did not significantly advance
medical knowledge, and doctors were unwilling to pre-
scribe them. Drug companies must continually meet the
demand for more advanced drugs to prosper; without
truly innovative products, companies could not obtain
real price increases. Pharmaceutical cash flow began to
decline, and R&D spending as a percentage of sales
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declined from 13 percent in 1971 to 11 percent in 1980.
As Duke University economists Henry Grabowski and
John Vernon found, the average drug introduced be-
tween 1970 and 1974, “had an estimated present value
significantly below its R&D invesiment” due to the de-
cline in real drug prices.

Starting in the early 1980s, however, the discovery of
blockbuster drugs funded a boom in pharmaceutical
research. These drugs became blockbusters—billion-dol-
lar-a-year sellers-—because their real prices allowed recov-
ery of R&D costs and strong cash flows. This in turn led
to a surge in R&D spending, and brought U.S. drug
research to its current place as the world leader in drug
therapy. Between 1980 and 1992, R&D spending in the
pharmaceutical field increased 500 percent, from $1.5
billion in 1980 to about $9.1 billion in 1992. And indeed,
as the search for innovative drugs intensified, R&D ex-
penditures, which had declined during the 1970s, surged
from 11.7 percent of sales in 1980 to about 16 percent in
1992. The ability to obtain higher real prices for innova-
tive products stimulated competition to develop the next
generation of medicines.

Research and developmentinvestmentsince the 1980s
has focused on finding more effective treatments and
cures for such diseases as AIDS, cancer, Alzheimer’s,
mental illnesses, and rare genetic disorders. The rapid
emergence of the biotechnology industry is a direct result
of the future promise of high returns of developing such
breakthroughs. Because the risks of R&D are high, pric-
ing freedom is essential to encourage innovation.

FALSE COMPARISON

Critics of the American pharmaceutical industry point
to price controls in Europe as a model for the United
States drug market. Citing a recent General Accounting
Office report that British drug prices were generally lower
than those in the United States, Representative Henry
Waxman stated, “Britain’s experience with pharmaceuti-
cal price controls shows it is possible to have lower drug
prices and a thriving researched-based pharmaceutical
industry.” President Clinton has made essentially the
same statement about Germany’s pharmaceutical firms.

The comparison of U.S. and European pharmaceuti-
cal technology is false, since U.S. dominance in pharma-
ceutical innovation is overwhelming. According to a study
by Heinz Redwood of Britain’s Adam Smith Institute,
American firms have developed 114 world-class drugs—
drugs that are sold in the seven largest world markets and
are considered to be therapeutically innovative—be-
tween 1970 and 1992. British and German drug concerns
have developed only 24 each. In fact, the United States
has developed more of these drugs than the rest of the
world combined.

As for innovation where it counts—biotechnology—
the U.S. lead is insurmountable. Biotechnology provides
a roadmap for reaching an understanding of the way
diseases and biological mechanisms work at the molecu-
lar level. Such discoveries are leading to the development
of new drugs that allow the treatment of major debilitat-
ing and fatal diseases far more effectively and at far less
cost than the mostly palliative therapies used today. Tech-
nology continues to advance rapidly, and for the first time
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the potential to cure many grave illnesses is conceivable.
The large untapped markets for such therapies and the
hope they hold have attracted the best scientific talent
and venture capital to biotech, creating a uniquely Ameri-
can industry.

There are some 1,300 biotechnology firms in the
United States today, compared with only a handful
abroad. American companies have discovered over 85
percent of the biotech products currently in clinical de-
velopment. American firms hold a technological edge in
every advanced form of biotech treatment, whether gene
therapy, cell adhesion, or antisense therapy. Such re-
search could provide cures to cancer, cystic fibrosis, and
muscular dystrophy, as well as effective control over ar-
thritis, stroke, Alzheimer’s disease, and AIDS.

BRITISH RATIONS

The European drug industry is the best evidence that
price controls stifle innovation. In Britain, controls on
pharmaceutical prices have lead to an erosion in profits,
reducing the industry’s ability to invest in future drugs.
The return on capital in the British pharmaceutical in-
dustry has declined from 27 percent in 1970 to 4.5 per-
centin 1991. As a result, British drug companies have only
one of the top-ten best selling products worldwide—the
ulcer medication Zantac—down from three in 1988. The
United States has eight of the top-ten best sellers, includ-
ing Capoten, Mevacor, and Ceclor. Given the poor profits
in Europe, itis no surprise that the British have funnelled
an increasingly bigger portion of their R&D budgets to
their U.S. operations and into joint ventures with Ameri-
can biotech concerns. According to the Association of the
British Pharmaceutical Industry (ABPI) British drug com-
panies have shifted nearly $1 billion per year in R&D to
their U.S. operations since 1980.

Supporters of controls contend that Europe gets a free
ride from U.S. innovation because of Europe’s lower drug
prices. But the true result of price controls in Europe has
been drug rationing. The British National Health Service
has limits on drug spending that force doctors to ration
breakthrough medicines. Only 1 percent of all epilepsy
patients on the national health plan in Great Britain
receive the newest and most effective anti-convulsants,
despite the fact that the drugs reduce seizures and slow
down the advance of Parkinson’s disease. Similarly, only
1 percent of all cancer patients receive powerful anti-nau-
sea and immunity-boosting drugs that reduce the side
effects of chemotherapy. In the United States, the major-
ity of high-dose chemotherapy patients receive these
drugs.

GERMAN MEASLY

President Clinton’s frequent references to the Ger-
man drug industry should give America chills. Since 1993
in Germany, a government mandated 5-percent cut in
drug prices, price “negotiations,” and limits on the reim-
bursement of drug costs have led to a severe decline in
domestic R&D investment. These regulations have
caused over 125 German pharmaceutical firms to reduce
R&D. Forty percent of these firms are cutting 10 to 30
percent of their R&D budgets and 22 percent are trim-
ming R&D by one third or more. According to Bayer a.g.
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chairman Manfred Schneider, “The research-based phar-
maceutical industry no longer has a future here.”

Nor does the public’s access to new drugs for that
matter. The cuts in German drug spending have led
doctors to prescribe cheaper, less effective drugs, with the
obvious consequence. A recent study showed that the
95-percent decline in drug spending has resulted in a
10-percent increase in hospital admissions for patients
with heart disease, cancer, Parkinson’s, and ulcers. As a
result of the increase in hospitalization, the German
health-care system is spending as much on health care
today as they did before they put price controls on phar-
maceuticals.

KILLING INVESTMENT

In part because its price-control proposal is based on
European systems, the Clinton administration is anxious
to show that controls will not discourage investment in
innovative research. Chris Jennings, the White House
point man on pharmaceutical price controls, asserts that
the administration is not convinced the industry has
financing problems. He cites a study by Feinstein Part-
ners, a Boston consulting firm, that says that biotech firms
raised $2.9 billion in 1993, the largest amount ever.

In fact, biotechnology companies raised less moneyfor
R&D in 1993 than in previous years. About $700 million
went to debt refinancing unrelated to R&D investment.
More important, according to the biotechnology finan-
cial newsletter BioCentury, the cash raised per company
was actually some $4 million less than in previous years.
Much of the decline is due to the record $500 million
worth of initial public stock offerings (IPOs) that were
canceled in the wake of President Clinton’s attack on
drug prices in February 1993.

ONLY 1 ouTt oF 1,000 DRUGS
IN DEVELOPMENT EVER MAKES
IT ONTO THE MARKET AND
TURNS A PROFIT.

Some supporters of price controls, such as Senator
Edward Kennedy (D-MA), have talked openly about im-
posing price controls on bigger companies while leaving
smaller biotech concerns alone. Such divide-and-conquer
proposals ignore the life-support role pharmaceutical
firms play in sustaining biotechnology. The fact is, price
controls on drug companies would cripple the biotech
industry and innovation generally. A study conducted by
the Institute for Biotechnology Information (IBI) found
that most biotech firms reported 50 percent or more of
their income from equity investments, technology agree-
ments, joint ventures, and other alliances with pharma-
ceutical companies.

David Hale, CEO of Gensia, a San Diego biotech firm,
observes that such agreements were “a key to our survival
and future success ... and very important in helping
Gensia complete a successful IPO.” But instead of increas-
ing their investment in biotechnology, many drug com-
panies are reducing such alliances, and finding other
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Hillary Clinton, Senator Edward Kennedy, and former Boston Mayor Raymond Flynn visiting a Boston pharmacy.
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Price-control advocates emphasize the current system’s excesses, but generally drug prices
encourage investment and the development of innovative medicines.

ways to invest, such as investing in drug-benefit compa-
nies and buying up stakes in generic drug firms.

Companies are also reducing investment in joint ven-
tures with the National Institutes of Health (NIH). Con-
gress and the White House want NIH to strictly enforce a
requirement that drugs developed jointly with private
firms be subjected to a “reasonable” pricing negotiation.
This insistence on price controls has “nearly ruined the
system,” in the words of Dr. Steven Paul, the former
scientific director of the National Institute of Mental
Health and a creator of the NIH technology-transfer
program. The number of cooperative agreements has
declined from 47 in 1992 to 26 in 1993.

STALLING BREAKTHROUGHS

The drop-off in biotechnology funding has forced
companies to hold off clinical development of break-
through drugs. Hence, for the first time since 1989, the
number of biotechnology drugs in clinical trials has de-
clined. The capital shortfall in biotechnology may be
permanent if price controls are imposed, leading to fur-
ther declines.

Because so many important drugs are being developed
by small companies, the human cost of price controls on
biotechnology could be high. According to the Biotech-
nology Industry survey, 80 biotech companies have scaled
back research on cancer and AIDS because of funding
limits. Viagene has canceled clinical trials of a drug that
could help fight HIV. ImmuCell is delaying research on
medicine to treat newborns suffering from fatal dehydra-
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tion. Cytogen has stopped testing breast and lung cancer
diagnostics as a result of funding problems. Other com-
panies developing drugs for Parkinson’s, lupus, arthritis,
muscular dystrophy, and multiple sclerosis have blamed
price controls for their financial woes. Karen Bernstein,
the publisher of Biocentury, observes, “The impact of price
controls on biotechnology and pharmaceutical invest-
ment would be devastating. Investors have infinite
choices and would simply seek out higher returns else-
where.”

Larger biotech firms are not immune. Kirk Raab,
Genentech’s CEQ, ismore direct: “I don’t think we would
have developed Pulmozyme if the Clinton price controls
had been imposed. If they are, we will be forced to
eventually stop doing research on AIDS and cancer and
more research on allergies.” Genzyme’s Henry Termeer
asserts “If we had to raise $100 million for our develop-
ment of gene therapy for cystic fibrosis today, we couldn’t
doit.”

WHAT’s IT To You?

Why should Americans care about saving biotech
firms? Why should we worry about the health of the U.S.
pharmaceutical industry? Because health-care costs will
continue to climb without new drugs that can effectively
treat, prevent, or cure the major diseases of our time.
Today, the costs from major uncured diseases such as
heart disease, stroke, cancer, Alzheimer’s, and depres-
sion are nearly $400 billion annually, without regard to
the human suffering these conditions impose. No health
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plan, regardless of who sponsors it, can prevent those
costs. Ultimately, the best way to lower health-care costs
is to discover ways to effectively treat or eradicate diseases.
As the following examples suggest, price controls will
stifle such innovation and stall the momentum gained
against known Kkillers.

AIDS The introduction of AZT and other anti-viral
drugs has slowed the progression of HIV in those infected
with the virus. In combination with drugs that prevent
opportunistic infections associated with AIDS, pharma-
ceutical advances have increased the life expectancy of
AIDS victims from four months to several years. In the
process, new drugs have reduced the time AIDS patients
spend in hospitalized and those associated costs. A recent
breakthrough in research suggests that AZT may prevent
the development of HIV in the fetuses of infected preg-
nant women.

Drugs currently in development hold the promise of
“staving off the onset of full-blown AIDS for 10, 20, or 30
years, while we work on a cure,” notes Dr. Anthony Fauci,
director of the National Institute for Allergies and Infec-
tious Diseases. According to Dr. Henry Chang, director
of research for the Shared Medical Research Foundation,
“Gene therapy holds real promise for arresting the pro-
gression of HIV.”

CANCER Cancer is still one of America’s great killers:
Approximately 525,000 people die of different forms of
cancer each year. But the ability to treat cancer effectively
has accelerated rapidly in the last decade. Many cancers,
such as advanced stage Hodgkins disease, acute lympho-
cytic leukemia, and hairy cell leukemia are now curable.
New chemotherapy drugs have increased survival rates for
breast cancer, testicular cancer, and—with the introduc-
tion of Taxol—ovarian cancer. According to a report by
the National Pharmaceutical Council, such drugs reduce
infections and hospital stays, saving between $7,000 and
$12,000 per patient.

In addition to the advances in drug therapies, re-
searchers have identified over 100 oncogenes that trigger
tumor growth and 10 tumor suppressor genes. Gene
Therapy, Inc. has made progress in curing brain cancer
through the replacement of defective genes with genes
that stop the production of cancerous cells. Other firms
are developing drugs that block the DNA replication of
defective genes.

ALZHEIMER’S DISEASE Nearly 4 million Americans
65 or older have Alzheimer’s disease. With the baby
boomers aging, 9 million cases are projected by 2040 if
no cure is found. The cost of caring for someone with
Alzheimer’s is approximately $50,000 to $60,000 per year.
Equally significant is the emotional and social strain in-
curred by patients and their families during the progres-
sion of the disease.

Until recently there was no treatment for Alzheimer’s.
Buta drugapprovedin 1993, Warner-Lambert’s Cognex,
shows great promise. Cognex boosts the neurotransmit-
ters and staves off the dementia, violent behavior, and
incontinence associated with Alzheimer’s for up to a year.
Compared to the $60,000 annual bill to treat Alzheimer’s,
Cognex treatment costs only about $1,000 a year.

According to Dr. Frederick Goodwin, director of the
National Institute for Mental Health, “It will be possible
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to control Alzheimer’s like cholesterol by the end of the
decade.” Several companies are working on drugs that
will inhibit the production of plaque that builds up in the
brains of people with Alzheimer’s. And some experi-
ments show that certain heart medications can help re-
duce the buildup of protein deposits as well. Most
recently, researchers at Duke University discovered that
individuals with two copies of a gene for a protein called
apolipoprotein (ApoE) are more likely to get late-onset
Alzheimer’s, the most common form of the disease. Sev-
eral drug companies are now licensing the findings from
Duke to develop a diagnostic test and new drugs based on
the breakthrough.

MENTAL ILLNESS About 4 percent of Americans
experience clinical depression during any six-month in-
terval. Over half of the people with depression are unable
to work; the annual economic and medical cost of depres-
sion in the United States is about $30 billion per year

THE BRITISH NATIONAL
HEALTH SERVICE HAS LIMITS
ON DRUG SPENDING THAT
FORCE DOCTORS TO RATION
BREAKTHROUGH MEDICINES.

according to a recent study from the Massachusetts Insti-
tute of Technology (MIT). Worse, one in six patients ends
his pain through suicide.

The introduction of Prozac and other anti-depressants
that selectively regulate serotonin levels in the brain has
made important strides in treating depression. Suicide
rates among those treated for depression had been in-
creasing before Prozac was approved by the Food and
Drug Administration. Since the introduction of Prozac
and other new antidepressants, suicide rates have de-
clined. According to a study in the Journal of Clinical
Psychiatry, successful treatment of depression with newer
anti-depressants such as Prozac saves approximately $900
per patient in hospital costs annually.

One of the most heart-breaking and frustrating of all
mental disorders is schizophrenia, a psychosis marked by
withdrawal, bizarre and delusional behavior, and mental
breakdown. Clozaril, a new drug for this treatmentresis-
tant disorder, is proving effective in many patients, and
actually allowing them to live normal lives. The drug also
reduces hospitalization costs by about $33,000 per patient
annually. New drugs that deal with other hard-to-treat
mental disorders, such as some forms of manic depres-
sion and severe schizophrenia, are now in development.

CysTic FiBROsSIS Cystic fibrosis (CF) is a genetic
disease in which a faulty gene causes the lungs to secrete
a thick mucus that congests the lungs. The congestion can
cause persistent bacterial infection and permanent lung
damage. Prior to 1980, most CF victims did not live into
their teens. Today, due to antibiotics and enzymes that
loosen the mucus, the average life span of a CF victim has
increased to about 30 years.

Meanwhile, on the biotech front, the faulty gene that
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causes CF was discovered and isolated in 1989. Using that
discovery, Genentech developed Pulmozyme, a protein
that acts like “molecular scissors,” cutting up the excess
DNA in the thick mucus secretions. Continuous treat-
ment with Pulmozyme costs about $10,000 a year, but
using it improves breathing function and reduces the risk
of the recurring lung infections that require hospitaliza-
tion equal in cost to treatment with this new drug.
According to Dr. Robert Beall, director of the Cystic
Fibrosis Foundation, “We are close to a cure for CF.” The
Genzyme Corporation successfully corrected the mal-
functioning gene in an experiment last year and has
expanded the clinical development of its cure. According
to Dr. Beall, “Gene therapy will probably be no more
expensive than the current annual cost of the halfway,
and ultimately unsuccessful, method of treatment.”
INFECTIOUS DISEASES Penicillin, once a wonder
drug, has been eclipsed today by several generations of
antibiotics. Penicillin successors such as tetracycline have
given way to more recent treatments such as cephalexin,
commonly known by its patent name Keflex. Today the
newer cephalosporin and quinolones, which are effective

NO HEALTH PLAN, NO MATTER
WHO SPONSORS IT, CAN
PREVENT THE COSTS OF

INCURABLE DISEASES.
ULTIMATELY, THE BEST WAY
TO LOWER HEALTH-CARE
COSTS IS TO ERADICATE
THOSE DISEASES.

against a wider spectrum of bacteria than older antibiot-
ics, are reducing treatment failures and the need for
additional care or hospitalization.

The rapid emergence of new and treatmentresistant
bacterial and viral infections means that constant innova-
tion in the antibiotic field is essential to stay ahead of
infectious disease, and is important in saving money as
well: Hospital stays due to infection cost more than $1.5
billion a year. These new drugs have also proved essential
in successful organ transplants. New antibiotics prevent
rejection of kidney transplants, saving dialysis costs of
about $60,000 a year. Cyclosporines also prevent other
types of transplant rejection and save about $180,000 per
patient, compared to organ recipients not treated for
post-operative infections with these advanced drugs.

Fungal infections, which are notoriously hard to iden-
tify and treat, are a huge problem among cancer and
AIDS patients since their immune systems are depleted.
But there are breakthroughs here too. A study in the New
England Jowrnal of Medicine found that only 1 out of 179
with fungal infections who were treated with the new drug
fluconaasole died, compared with deaths of 10 of 177
patients who did not receive this new drug.

Lou GEHRIG’S DISEASE Breakthroughs are always
on the horizon. Most recently a French company an-
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nounced a new drug to slow the advance of amyotrophic
lateral sclerosis, more commonly known as ALS or Lou
Gehrig’s disease. This degenerative disease attacks the
nervous system and destroys muscle control, slowly wast-
ingits victims. The disease hasremained basically untreat-
able, and its victims’ life expectancies have not
lengthened significantly since the famous New York Yan-
kee died of ALS in 1941. A number of companies, includ-
ing the American-based firm Regeneron, are working on
treatments that may provide the first therapeutic ad-
vances for this terrible disease. But when the treatments
finally become available, they will no doubt be expensive.
Should this stop the research?

DRUG BUREAUCRACY

The promise research holds for future cures is threat-
ened by the Clinton plan at several levels. Drug research
breakthroughs will be difficult to achieve with price con-
trols in place. If the administration’s proposal to control
drug prices had a slogan, it would be “No good deed goes
unpunished.” Manipulation of pharmaceutical prices is
one of the most coercive elements of the Clinton plan.
Indeed, the price controls proposed by the White House
would jeopardize the most innovative and therapeutically
important products of the next decade.

First, the plan establishes an Advisory Council on
Breakthrough Drugs to examine and determine whether
the price of truly innovative drugs is reasonable. Drug
companies, threatened with stiff fines, would be forced to
provide all financial data demanded by the Department
of Health and Human Services (HHS) for this purpose.

Second, HHS would have the authority to negotiate
the launch price of new drugs. The negotiation process
is exactly the same as that used in France, Germany, Italy,
and Great Britain, except in one critical respect. The
Clinton proposal goes one step further than European
price controls: HHS would extract an additional 17 per-
cent from the total dollar sales volume sold to Medicare
patients. This 17 percent rebate is really a tax, and is the
minimum HHS can impose, according tothe proposed
price regulations. High-priced drugs are subject to special
rebates that may be higher.

Finally, HHS could deny reimbursement for drugs
when a “reasonable” price and rebate is not accepted by
a company, effectively blacklisting the drug. And compa-
nies that raised their prices above the rate of inflation
would be required to rebate the difference to the govern-
ment or be blacklisted.

According to Grabowski and Vernon, a 23 percent
price cut on breakthrough drugs—nearly the same as the
potential impact of a negotiated price and a flat 17
percent rebate—would reduce cash flow from sales by 60
percent. Such reductions could virtually halt drug re-
search, since the profits from breakthrough drugs sup-
port the R&D of other, less profitable drugs as well as
future innovations.

The Clinton plan will also limit the use of higher-price
new drugs by empowering a National Quality Manage-
ment Council to establish mandatory practice guidelines
for the treatment of disease. For Medicare patients, the
government would establish a list of preferred drugs for
reimbursement. Such regulations would require doctors
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to obtain permission from the government or alliance
bureaucrats before using drugs not recommended for
reimbursement by HHS or the National Health Board.
Similar, restrictive price formulas that limit reimburse-
ments on innovative, higher-priced drugs have keptdrugs
of substantial therapeutic benefit from people for years
in Europe, and are also found in the U.S. Medicaid
program. Prozac, for example, is still not on the Califor-
nia Medicaid drug list for reimbursement despite its be-
ing more effective than older, less expensive
anti-depressants. According to the New England Journal of
Medicine, cuts in Medicaid budgets for pharmaceuticals
have lead to increases in the number of people hospital-
ized in New Hampshire.

THE HUMAN COSTS

Such drug rationing is happening in the private sector
as well; many health maintenance organizations (HMOs)
restrict innovative drug use. Kaiser Permanente excludes
Cognex because it costs too much, ignoring the fact that
not using it means quicker progression of Alzheimer’s
conditions that require home care or nursing home care.
The Wall Street Journal noted that the California state
government wants HMOs providing health coverage to
state employees to reduce spending by cutting prescrip-
tion drug budgets. The possible target for cuts? “Costly
new psychiatric drugs” that wreak “budget havoc.” De-
spite evidence that new drugs like Clozapine, the break-
through for schizophrenia, is giving people back their
lives, and obviously their productivity, the HMO’s plan to
encourage the use of cheaper “alternatives.”

Price controls carry a significant human cost. Because
they ration or deny future cures, they are tantamount to
withholding essential medicines to sick people who have
no other hope. Indeed, the underlying ethic of medical
progress—the absolute worth of a single human life—is
at odds with the purpose of price of regulation. But in the
moral calculus of the Clinton administration, medical
progress is not an opportunity, it is simply an expensive
obstacle to health-care reform.

This sentiment has been expressed implicitly when the
debate turns to the terminally ill, who are almost always
characterized by the administration as a “drain on health-
care resources.” In recent weeks, the impatience with
life-saving investments has become more explicit. Accord-
ing to Biotech Daily, a senior White House official has
advised Genzyme Corporation CEO Henry Termeer to
refocus his company’s research into “more broad re-
search” and away from expensive treatments aimed at
Gaucher’s disease, cystic fibrosis, or other diseases that
affect a small number of people. According to the article,
“The administration does not want to have to deal with
products such as Ceradase, Genzyme’s effective, but ex-
peusive, treatment for Gaucher’s disease, a relatively rare
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Researchers are hopeful that a new drug will combat
Lou Gehrig’s disease, a fatal illness that killed the

famous Yankee in 1941 and has remained untreatable.

condition.” So much for health care that is always there
when you need it.

PREEMPTIVE EUTHANASIA

Lionel Trilling once wrote that “Some paradox of our
nature leads us, when once we have made our fellow men
the objects of our enlightened interest, to go on to make
them the objects of our pity, then of our wisdom, ulti-
mately of our coercion.” The Clinton administration and
its supporters insist that price controls on drugs are a
moral imperative. They justify them by asserting that
conquering health-care costs and profiteering is more
important than conquering disease and improving the
quality of life. And from this perspective, rationing future
cures is simply part of the cost-containment effort initi-
ated on behalf of the common good.

The White House is fed up with articles such as this
one. The Clintons are indignant because they insist it is
unfair to characterize their plan as including price con-
trols. Perhapsin a semantic respect, the administration is
correct. There is a more accurate description of what
price controls could become: Preemptive euthanasia. We
should not deceive ourselves that the deliberate and
coercive elimination of future cures, given their potential
and possibilities, would be anything less than that. x
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ut the wonders of natL@ew

Sarah is discovering that snails sometimes “grow” on trees.
That's only the beginning. Her visit to Everglades National Park will
include lessons on alligators and exotic birds like herons and egrets, too.
But Sarah won't just learn about wildlife. She'll also learn about
protecting our environment. Through a recycling program
of the National Park Service and its recycling partner, Dow.
Why would Dow get involved in a National Parks recycling program?
First, preserving nature is everybody’s business.
Second, Sarah may have a little girl of her own someday.

“Tradernark of The Dow Chemical Company. € 1992 The Dow Chemnical Company. @ Dow letS you d() gpeat things.




WiLLiaM BENNETT'S

‘SPIRITUAL DESPAIR”

Is America in Revolt Against God?

EL1ZABETH FOX-GENOVESE, Os GUINNESS, JoSHUA O. HABERMAN, MARK NOLL,
DENNIS PRAGER, JAMES V. SCHALL, BRET SCHUNDLER

A.merica’s worsening social pathologies—crime, wel-
fare dependency, illegitimacy—have convinced many on
both sides of the political aisle that the nation is in a stage
of deep cultural decline.

Writing in the Winter Issue of Policy Review, former
Education Secretary William Bennett identifies the old
vice acedia—"a corruption of the heart, a turning away in
the soul”—as the source of this decline. In his article,
"America’s Revolt Against God," Mr. Bennett argues that
America is validating on a national scale the ancient
insight that private belief in God, or a lack of such belief,
carries with it profound public consequences.

And therein lies the nub of the problem: The political
process is simply unable to address the deeper cultural
issues at stake. Mr. Bennett warns that “it is foolish, and
futile, to rely primarily on politics to solve moral, cultural,
and spiritual afflictions.” Though he calls for a stronger
connection between our deepest moral beliefs and our
legislative agenda, Mr. Bennett insists that without the
revitalization of vibrant faith, political reform cannot
reverse the tide of cultural drift.

“IfI am right and the chief problem we face is spiritual
impoverishment, then the solution depends, finally, on
spiritual renewal,” he says.

Mr. Bennett’s article provoked the following com-
ments.

ELIZABETH FOX -GENOVESE
Professor of history, Emory University.

According to William Bennett, Americans suffer from
a spiritual decay that has left us singly and collectively
without a sense of purpose. Mr. Bennett's diagnosis is
essentially sound, butin divorcing our spiritual crisis from
our material abundance, he risks oversimplification.

Mr. Bennett properly discounts the notion that mate-
rial deprivation accounts from the proliferation of crime,
illegitimacy, and family breakdown. As a nation we do
enjoy unprecedented material prosperity, although, de-
monstrably, share pitiably in it. But our collective pros-
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perity does not justify a dismissal of social and economic
issues from the discussion. In effectively easing the con-
sciences of the truly prosperous Mr. Bennett opens him-
self to the charge of sleight of hand. For, if material
deprivation cannot explain our moral and spiritual bank-
ruptcy, our material prosperity, may. The notion thatitis
impossible to have too much of a good thing comports
poorly with the dictates of a demanding God. Although
Christians have suggested that we leave Caesar’s matters
to Caesar, they have also worried about the ability of
camels to pass through the eyes of needles.

Mr. Bennett here uncharacteristically slights the spe-
cial responsibility of the affluent. In embracing prosperity
as the ultimate sign of individual worth and personal
freedom as the ultimate human goal, our elite is sending
a message that the poor have embraced to their own
disadvantage. Like it or not, we do have an elite—eco-
nomic and political as well as cultural. Every society does.
Like it or not, our nation has been built on a tradition of
individual responsibility. Not every nation has. Today our
fanatical devotion to egalitarianism masks the signifi-
cance of our elite, just as our growing devotion to victimi-
zation undermines individual responsibility. Up to this
point, Mr. Bennett and I presumably agree. But we appar-
ently differ on the moral and political lessons to be drawn.

Mr. Bennett knows that the moral failures he deplores
cut across class and political lines, as does the willingness
to redress them. He is less willing to acknowledge that
individual moral effort will not alone do the trick. Deplor-
ing the free market in morals, Mr. Bennett nonetheless
celebrates the free market in commodities, without an-
swering those who fear that the one may depend upon
the other. When the workings of the free market demand
a constant titillation of the senses and an unremitting
pressure to define the self by commodities, then restraint,
self-discipline, and deferred gratification become eco-
nomic sins. The problem is not that some have more than
others, but that we are encouraged to define our worth
by what we have and struggle to acquire more. Insucha
competition, morality predictably fares poorly: Alas, it
does not “sell.”
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Americans may not just be in revolt against God. They
may be replacing him with Mammon. If so, the responsi-
bility of the affluent, whose prosperity depends upon the
willingness of others to share their deification of com-
modities, is heavy indeed.

Os GUINNESS

Author of The American Hour (The Free Press 1993), and
executive director of the Trinity Forum.

William Bennett’s article was superb—deadly accurate
in argument, courageous and trenchant in style, urgent
and timely in its sense of moment. For me as a European
visitor to the United States, Mr. Bennett’s article comes
closer to capturing the present American predicament
than any single recent article.

I only wish Mr. Bennett’s argument stood a better
chance of being debated. In the hope that it might, I offer
five observations to those carrying the discussion further:

First, the roots of the crisis must be traced to the
decisive influence of modernity—understood as the
structures and spirit of our modern world produced by
such revolutionary forces as capitalism and industrialized
technology. Many conservatives, particularly those in a
blaming and victim-playing mood, prefer to target more
identifiable and culpable enemies, such as liberalism and
socialism. But the short-term gain in adrenaline does not
compensate for the long-term loss in accurate analysis.
The conservative movement is the loser.

Second, the deepest effect of the impact of modernity
must be seen as a crisis of cultural authority. Such a crisis
is far more damaging than other single cases, such as
decaying inner cities, broken families, and mediocre edu-
cation. It is deeper, too, than analyses based on culture
warring. America is distinctively a nation by intention and
by ideas. Yet today those beliefs, traditions, and ideals—
both spiritual and civic—are losing their compelling
power in culture.

Third, a key reason for the startling incomprehension
that paralyzes discussion of America’s spiritual crisis lies
in the make-up of America’s leaders. As Peter L. Berger
observed, the United States is unique among modern
nations for having a populace as religious as India’s but
an elite as secular as Sweden’s. In my experience the
problem is not due to hostility, but to the tone-deafness
of unwitting ignorance.

Fourth, one political prerequisite for any solution is
the reconstruction of America’s public philesophy, or
common vision for the common good. Mr. Bennett’s
analysis is wasted if it is turned into one more round of
artillery fire in America’s culture war. A “sacred public
square” is no answer to the dangers of a “naked public
square.” What is needed is a civil public square in which
citizens of any and all faiths are free to enter and engage
public life on the basis of the vision that animates their
lives.

Fifth, the deepest prerequisites for an American ren-
aissance is a revitalization of national ideals and institu-
tions through an essentially spiritual revival. Cultural
change has gone too far. Political change can do too little.

44

Such a revival on the order of the first or second Great
Awakeningsis inconceivable to many Americans, whether
liberals with a secular orientation or conservatives with an
economic orientation. But America’s future lies unques-
tionably with the prospects of such a wild-card factor.

JOsSHUA O. HABERMAN
Rabbi emeritus of the Washington Hebrew Congregation.

William Bennett’s “Revolt Against God” is a wake-up
call to our nation which still measures its well-being by
strictly material criteria such as economic growth, per-
capita wealth and the trappings of its proliferating tech-
nology. The prevailing notion is that more of the same
will cure the mounting problems of social decay evident
in record levels of crime, murder, juvenile delinquency,
and drug addiction, not to mention an epidemic of sexu-
ally transmitted diseases. Although a directly targeted
response to each of these problems is imperative, Mr.
Bennett reminds us that these plagues can not be eradi-
cated merely by social policy measures—or politics—how-
ever enlightened and innovative—because they are
symptoms of a deeper malaise.

Most of these social ills must be traced to the disinte-
gration of the American family, the tens of millions of
broken homes and countless children being “raised” by
persons other than their parents, victimized by neglect,
by abuse, and by degrading role models. Yet the family in
crisis, which is surely the breeding ground of much that
is wrong in American life, is itself an effect rather than
the ultimate cause of our problem:s.

Mr. Bennett correctly identifies the root cause of
America’s social decay in an expanding moral and spiri-
tual vacuum in which much of the nation is losing its sense
of right and wrong, respect for the sanctity of life and the
vision of the good way, “to do justly, love mercy and walk
humbly before God.” Even the agnostics of the 18th-cen-
tury Enlightenment appreciated what Mr. Bennett calls
“the civic case for religion” and would have agreed that
religion “provides society with a moral anchor and noth-
ing else has yet been found to substitute for it.”

In the first quarter of the 19th century, Alexis de
Tocqueville recognized in the Biblically grounded moral
consensus of America the very foundation of public order
and democracy. How did we lose it? Although Mr. Ben-
nett does not address himself directly to this question, he
suggests various culprits that must share responsibility for
our moral and spiritual attrition: the media purveying a
vulgar pop culture, a demoralized and demoralizing edu-
cation system, etc.,—but is organized religion itself with-
out blame?

Whatabout the performance of the custodians of faith,
the clergy? How many of the spokesmen of religion,
ministers, priests, and rabbis, have turned into mere
echoes of political platforms or, worse, pulpit entertain-
ers, trivializing the pulpit with theological irrelevancies?
Instead of meeting the challenge of secularism, many of
our churches and synagogues have themselves become
thoroughly secularized, resembling social clubs rather
than fellowships of believers. It is time for many of Amer-
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“Political reform cannot reverse the tide of cultural drift. It is foolish, and futile, to rely primarily on politics to

solve moral, cultural, and spiritual afflictions.”—William Bennett

ica’s clergy to confess that they have kept many a vineyard
“but mine own vineyard have I not kept.”

MARK A. NOLL
McManis Professor of Christian Thought, Wheaton College.

William Bennett’s “Revolt Against God” is a clearly
argued, persuasive account of our nation’s inter-con-
nected private and public ills. Its appeal for the renewal
of religion is especially compelling because of Mr. Ben-
nett’s Augustinian recognition that “itis a mistake to treat
religion merely as useful means to worldly ends.” Itis a
matter of vital importance for “America’s Spiritual De-
spair” to be healed. It is even more vital that men and
women find God, regardless of what happens to America.

Three brief questions: 1) Might the “enormous gains”
that Mr. Bennett applauds (“material comforts, eco-
nomic prosperity and the spread of democracy”) be re-
lated in some way to our nation’s “spiritual exhaustion”?
That is, might a spiritual solution to the ills of late twen-
tieth-century liberal democracy involve also a discriminat-
ing analysis of the egotistic evil that, with much prudential
good, makes up liberal democracy? (2) Mr. Bennett’s list
of current evils is horrifying, but too narrow. I would add
sins of the professional middle classes, like Medicare
fraud, the immense Savings and Loan scandal, and the
greed of arbitraging junk bond manipulators. (3) How
can we simultaneously reduce hope in politics and at the
same time mandate that our public schools take on the
burden of teaching right and wrong? As a matter of
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Christian principle, I do not want to force public schools
to teach my religion to my children. Schools run by
parents, churches, or other private agencies may by the
only answer to the educational crisis that Mr. Bennett
describes so well.

DENNIS PRAGER

Radio show host in Los Angeles, writes Ultimate Issues, a
quarterly journal on life and Judaism.

William Bennett is entirely right. The American—and
Western—crisis emanates overwhelmingly from the
death of God and religion. I will list two of my reasons:

The Secular Belief that People Are Basically Good. Judaism
and Christianity hold that the human needs something
immense to overcome his flawed nature. For Judaism, it
is a lifelong commitment to the commandments. For
Christianity, it is the sacrifice of Jesus and the Christian’s
lifelong response to that sacrifice. Whatever their theol-
ogy, religious people know that goodness does not come
naturally. Secular thinking, on the other hand, holds that
people are basically good. This is perhaps the greatest
single obstacle to goodness because:

1. I people are basically good, goodness need not be
taught. Hence, the end of values education, and the
beginning of values clarification.

2. If people are basically good, evil must come from
outside forces: socio-economic conditions, parents, pov-
erty, Hostess Twinkies, Reagan-Bush, etc. Hence, we no
longer hold people responsible for the cruelty they inflict.
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The Destruction of Codes of Behavior With no god higher
than man, there is no code of conduct higher than man.
The result is a generation of Americans who believe that
there is nothing higher than their feelings—morality has
been reduced to “I feel that....”

To those who call my radio show claiming to see no
connection between religion in America and moral be-
havior, [ have long asked the following question: Imagine
you are walking alone in a bad part of the city at midnight,
and you notice ten men walking toward you. Would you
or would you not be relieved to find out that they had just
attended a Bible class? The question is always met with
silence.

JAMES V. SCHALL

Professor of government, Georgetown University.

William Bennett’s “America’s Revolt Against God”
cites the many signs of moral and philosophical deca-
dence. Most of these results flow from a theory and
practice of a kind of freedom that has no natural or
intrinsic limits.

Bennett’s proposed cure, a return to religion, would
be more impressive if we did not have to confront the
unpleasant question of the content of religion in our
society. It is no longer possible, 1 think, to assume that
religion addressed to the spiritual life, which Mr. Bennett
proposes as a remedy, is the kind of religion we actually
have proposed in our communities.

Read, for example, John Paul II’s Veritatis Splendor or
Le Catechisme de la Eglise Catholique (the slowness in the
English translation of which is itself a sign of spiritual
decadence). On finishing these documents, let us ask
ourselves whether the sort of religion he describes, which
does directly address the decadence issues as we see them,
is what is actually taught in the churches, Catholic or
Protestant or Jewish? We would find, I think, that it is not,
or at least it is not predominant.

Moreover, we have to wonder, with the same frankness
that Mr. Bennett proposed, whether the diversity of relig-
ions leaves them all spiritually the same in this regard? Is
Justanyreligion enough? We do notlike to hear this worry
stated openly, but at some point we must begin to wonder
about the practical effects of the diversity of religion. We
must ask whether this diversity is itself not the cause of at
least some of our problems? Or to putit another way, the
truth of religion must itself be a factor in the analysis. Not
all religions are the same. It is less than honest not to
acknowledge this. The case of Islam is almost the only
instance where the issue arises in public.

At a philosophical level, then, to say that we simply
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have a “right” to believe what we will is insufficient. What
we hold and do are of critical importance. And this
diversity of effects generally is related to the nature of
religious positions. When religion says the same thing as
secularism itself, it is no solution.

In social affairs, what passes as religion in church
bureaucracies and pulpits is too often merely a pious
rendition of the very principles that cause our problems
in the first place. Religion has not itself proved immune
from the ideologies of our era. Thus, to propose a return
to religion, as Mr. Bennett does, without hinting at this
deeper problem may, I think, compound the dangers and
decadence.

BRET SCHUNDLER
Mayor of Jersey City, New Jersey.

William Bennett is right, the most significant cause of
America’s social regression is a crisis of the soul. Social
health, as well as personal fulfillment, arise not only from
the elimination of material deprivation, butalso from the
formation of a social ethic which 1) affirms life in spite of
circumstances, and 2) encourages service to others. Un-
fortunately, many government policies work against the
teaching of this wisdom. Our health, education, and
welfare policies have ripped the life out of the social
institutions—family, community, and church—which
historically taught our children these values and rein-
forced our spirituality.

Today, government is increasingly moving from the
“non-establishment” of religion to active hostility against
it. Inresponse, some conservatives want to re-establish the
Protestant civil religion of our past. I believe a better route
would be to devolve power away from Washington alto-
gether and give it back to the people. Welfare reform,
health care choice, and school choice are at the cutting-
edge of this effort. By empowering families with the
financial opportunity to seek services from their family,
church, or local community organizations, we will
breathe new life into these institutions, which have always
sought to minister not only to the body but also to the
soul.

This approach is consistent with our pluralistic tradi-
tions and increasing social heterogeneity. It celebrates
the religious freedom which has always been our
strength, instead of treating sincere faith as a prejudice
to be eradicated. It will support us as we teach our chil-
dren our own faith and values, instead of, as it the case
today, taxing us to support government programs which
only propagate the atheistic and amoral religion of to-
day’s politically correct elites. x
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BEWARE THE IDES OF APRIL

High Taxes—And The Decline and Fall of Practically Everybody

CHARLES ADAMS

One of the first civilizations we know anything about
began 6,000 years ago in Sumer, a fertile plain between
the Tigris and Euphrates rivers in what is now Iraq. The
dawn of history—and of tax history—is recorded on clay
cones excavated in the town of Lagash in Sumer. The
leadership of Lagash instituted heavy taxation during a
terrible war. When the war ended, the tax men refused
to give up their taxing powers. As a result, a proverb
circulated, recorded on clay tablets, which reads: “You
can have a Lord, you can have a King, but the man to fear
is the tax collector.”

Thus has it remained for millennia. Taxes have helped
build mighty civilizations and paved the way to economic
strength and security. At the same time, they have stran-
gled economic growth, ignited bloody conflict, and ush-
ered in national decline. How we as a nation tax and
spend helps determine whether we are prosperous or
poor, vigorous or languid, free or enslaved.

THE GLORY THAT WAS ROME

Historians consider the 200 years from Augustus to
Marcus Aurelius (30 B.C. to A.D. 180) as the high-water
mark of Roman greatness. Edward Gibbon, author of The
Decline and Fall of the Roman Empire, claimed this was the
greatest period of peace and prosperity ever enjoyed by
the human race. How did the Pax Romana come about?

Part of the answer can be traced to a moderate, uni-
form, and forgiving tax system. Unlike the contemporary
American tax system, in Rome’s better days taxpayer
interests were of prime consideration. In about A.D. 35,
for example, Emperor Tiberius was asked to increase
provincial taxes. Tiberius replied that the governors
should “have my sheep shorn, notskinned alive.” The first
century Roman press simply would not tolerate abusive
revenue agents; it once castigated city officials for hiring
“the most merciless of tax collectors, full of inhumanity.”
Meanwhile, steps were taken to ward off taxpayer rebel-
lion: The penalty for excessive tax collection was fixed at
10 times the excessive tax. Tax moratoriums were fre-
quently used if harvests were poor. In the second century,
both Hadrian and Marcus Aurelius decided to cancel
delinquent taxes—and ordered Praetorian guards to
burn the tax records.

This sensitivity to excessive taxation was an important
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safety valve for maintaining taxpayer contentment and
building and sustaining the empire. Tax revolts led by
Mithridates the Great in the first century B.C. had taught
the Romans that angry taxpayers were a greater threat to
peace than the barbarians of the north. Never in his-
tory—and certainly not in recent American history—had
a government made such a conscientious effort to make
its tax system palatable to taxpayers. Pax Romana was to a
large extent a tax-pax-Romana.

THE GLORY FADES

Sooner or later, it seems, Rome’s glory had to fade.
Decline began under Diocletian and his greatly enlarged
military and civil bureaucracy in the end of the 3rd
century. Like Augustus, he reorganized the empire and
restored order to Rome—but unlike Augustus, he cen-
tralized and nationalized the state. Augustus achieved
peace by dismantling the army, decentralizing the state,
and reducing taxes. Diocletian moved in the opposite
direction—centralizing the state, accelerating tax rates,
and nationalizing everybody and everything. He tackled
inflation with military commands, ordering prices to re-
main stable under penalty of death. To his surprise, prices
keptrising. He began a tedious process of valuing farming
operations, based on what a farm should produce, rather
than what it did produce—forcing many farmers to aban-
don their land.

Numerous ancient documents confirm that Dio-
cletian’s system gave birth to a monstrous bureaucracy,
with more tax collectors on the government payroll than
actual taxpayers. From Lactantius, a Christian apologist
of the 4th century, we read: “The number of those receiv-
ing pay was so much larger than the number of those
paying taxes and that because of the enormous size of the
assessments. The resources of the tenant farmers were
exhausted, fields were abandoned, and cultivated areas
transformed into a wilderness.”

Diocletian’s new tax system could not work unless all
citizens, particularly farmers, stayed on their land. Farm-
ers eventually were taxed on the number of workers on

CHARLES ADAMS is a lax histovian and author. This article is
adapted from his book For Good and Evil: The Impact of
"Taxes on the Course of Civilization (Madison Books, 1993).
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The tax officials of the pharaoh—everywhere snooping, inspctmg, rcordmg, and arresting—even surveyed the

original drawing by Sam Walker for Policy Review

nests of pigeons to count the eggs, making sure the pharaoh got his 20-percent cut.

their land, and they began to flee their farms in droves.
Then came the imperial crackdown: All farmers, their
children, and their children’s children were bound to the
land forever. Thus, the fundamental right of all Roman
citizens to move about the empire was destroyed. After
800 years, Roman citizens were finally to lose their liber-
ties—not to an alien power, but to the very government
that was supposed to protect them. As in contemporary
America, civil liberties in Rome were adjusted to a tax
system; the tax system was not adjusted to civil liberties.

Thus began Rome’s gradual decline, instigated by
capricious and burdensome taxation. Indeed, it is not too
much to say that oppressive taxation eventually led to the
fall of Rome to the barbarians. How so? In the early
Republic, the small citizen farmer served—without pay—
in the military as a patriotic duty. He was the best fighting
man in the world. But in the last century of the empire
uncontrolled tax evasion became rampant and the quality
of the legions changed. The frontier garrisons were com-
posed of overpaid misfits from Italy and self-seeking bar-
barians. Conscription was used as a tax dodge. The city of
Rome fell because it could not defend itself against a
third-class military force.

No nation better illustrates the hazards of reckless
taxation than Imperial Spain. When Charles V assumed
the Spanish and Hapsburg thrones in the early 16th
century, he was emperor over most of Europe. At the
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same time, Spanish explorers brought much of the New
World into the empire. For more than a century, Spain
was more powerful than any other European state since
the Romans. Her overseas empire was the largest the
world has ever known.

THE REIGN IN SPAIN

In the 17th century, however, this vast empire began
to disintegrate. A nation with the greatest military and
naval forces in the world, with vast riches arriving every
month from the New World, with control over mostof the
world, collapsed for no apparent reason.

Again, taxes provide the clue. The most hated of all
Spanish taxes was the alcabala, a 10 percent excise on the
transfer of all real and personal property, which ex-
panded to include food. Worse, the tax had to be paid
many times over on the same goods as they changed
hands, pricing Spanish goods out of the market at home
and abroad. As the rates increased—and they did so
dramatically under Charles V—the alcabalahad a depress-
ing effect on industry and trade.

A terrible imbalance of payments developed as foreign
goods (usually smuggled) underpriced Spanish goods on
local markets. As a consequence, Spanish men of com-
merce engineered what was probably the best system of
fraud and evasion that history has ever known—perhaps
10 times what the government actually collected. Spanish
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businessmen transformed Atlantic commerce into one
massive smuggling operation to evade the Royal Fifth, a
20-percent customs tax on silver and goods from the
colonies.

Castille, the political and economic heart of Spain, was
especially hard hit by a myriad of imperial taxes, many
approaching 20 percent. For decades, tens of thousands
of peasants and workers literally fled the province for
tax-exempt places and jobs. In-
deed, rather than the plague
or the expulsion of the Moors
and Jews, tax flight was the pri-
mary cause of Castille’s de-
population. One early 17th
century Spanish writer ob-
served that “the wonder is that
any of them remain.”

Despite the turmoil in
Castille, agovernmentstudyin
1619 concluded that the outly-
ing Spanish provinces—in-
cluding Catalonia, Naples,
Sicily, and Portugal—must pay
more taxes and share not only
the military defense but also
the revenue burdens of
Spain’s unwieldy empire. The
provinces received this news
with horror.

The Crown used the Span-
ish bayonet to enforce the new
taxation, eventually triggering
a war in Catalonia that many
historians believe mortally
wounded the empire. The 10-
year civil war occurred at a
time when Spain needed all
her reserves for crucial mili-
tary battles against the Dutch,
French, and English. Instead,
Spain’s last reserves were
spent at home fighting tax re-
bels. Taxation was at the heart of Spain’s decline, but it
was angry taxpayers—who resorted to flight, fraud, and
violence—that brought about the collapse of this once-
mighty power.

THE FECKLESS FRENCH

A French writer during the Hundred Years’ War said
that if the Devil himself had been given a free hand to
ruin France, he could not have invented a scheme more
likely to achieve that objective than the system of taxation
then in operation.

Indeed, the revenue system that evolved out of the
taxing powers granted to the French monarch was every-
thinga good tax system should not be. First, there was the
laille, an annual land and wealth tax that fluctuated with
the king’s military needs. The problem was that it was not
applied to the kingdom as a whole—the nobility and the
clergy, along with some cities and provinces, were exempt
or had reduced rates. By the 18th century, the taille was
called the “peasant’s tax” because almost everyone else
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The Rosetta Stone, one of the world’s most important
archaeological finds, tells a grim story of taxation.

had found some way to avoid it. Thus, the taille became
an annual exercise in sowing taxpayer discontent among
France’s largest social class.

Next there was a burdensome excise tax, the gabelle,
levied on just about everything—including food. On
wine, for example, there were five kinds of excises: a tax
on the vine, harvest, manufacture, transportation, and
sale of the wine. The poor drank cider. The top rate of
the gabelle was as high as 60

percent of the value of cer-
tain goods. It grew to be
hated, along with those
who collected it, called ga-
beleurs. An eyewitness de-
scribes a peasant tax revolt
in Blanzac in 1636 in which
an angry mob “tore to
pieces an unfortunate sur-
geon whom they suspected
of being a gabeleur. After
stripping him naked and
cutting off one of his arms,
they made him walk
around the fair, and then
finished him off.”

In addition to individual
taxes, the nation’s tax infra-
structure, called tax-farm-
ing, was a major factor in
the system’s unraveling.
First appearing in the Mid-
dle Ages, private tax collec-
tors eventually formed
national corporations, in
which they paid lords a
fixed sum of cash to collect
various levies, promising
periodic payments over six

The Betemann Archive years in the form of notes.
The French Crown could
use these notes to pay its
debts; they were secured by
future tax receipts, just like today’s modern treasury bills
and notes. Thus, the tax farmers were to the ancien regime
what the Federal Reserve Board or the Bank of England
are to their countries. Since our government operates on
the same principle, what could go wrong?

In truth, just about anything. The risks in this elemen-
tary national banking system were tax revolts, wars,
droughts, plagues—or anything else that might bring
abouta failure of the tax harvest. The most serious danger
to the system was a lack of controls: At times, when the
government was short of cash, it would issue cheques
against future, undetermined tax receipts, without the
knowledge of the tax farmers. This fiscal irresponsibility
frequently drove the system to the edge of bankruptcy.

The combined effect of the French tax system was to
drive the nation toward revolution. The tax objective of
the state—*“what the traffic would bear”—was the amount
of tax that could be extracted one step short of causing a
major revolt. Naturally, the government misjudged re-
peatedly. Ten years after a tax revolt near Bordeaux, the
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finance minister confessed to the queen that it was safer
for a French soldier to walk through a Spanish village—
France was at war with Spain—than for a French tax man
to walk the streets of Bordeaux.

By 1789, however, no tax collector was safe in any
province. Numerous tax revolts throughout the 17th cen-
tury, which generally were not anti-regime, became in-
tensely so by the late 18th century. Tax rebellions that had
always been localized and tied to specific taxes suddenly
culminated in a national upheaval.

This occurred, ironically, because Louis XVI called all
classes of French society to Versailles, to reform the tax
system. This brought the overtaxed commoners together
for the first time. They took control of the state and soon
thereafter the king’s tax men were herded together, tried
en masse for treason, and beheaded. They were con-
demned for fleecing the French people out of 300 million
livres, about $1 billion in 1994 dollars. The final irony is
that the king’s tax men hadn’t collected more than the
law permitted. The problem was that the tax Jlaw was so
rotten and so inequitable, angry taxpayers took their rage
out on every tax man in sight.

BUYING TIME

It’s a pity the French aristocracy was not better attuned
to the lessons of history—particularly those from ancient
Egypt. In the 3rd century, B.C., Egypt was near total
collapse from the toll of excessive taxes and tax enforce-
ment. The Egyptian kings taxed everything at least 20
percent, setting off land confiscations, flight to avoid
taxes, massive arrests, and civil war.

Out of this chaos came the Rosetta Stone, the most
important Egyptian archaeological discovery of all time,
for it provided the key to understanding the lost lan-
guages of Egypt. But the story on the Rosetta Stone was
of great significance as well, for it painted the picture of
a dying Egypt, racked with civil disorder over taxation.
Before the Rosetta Stone, the king’s orders to control a
rogue tax bureau went unheeded. Those orders were
written on papyrus.

Finally, the king made one last effort to bring the tax
bureau under control and end civil strife. He issued a
broad decree, called a “Proclamation of Peace.” It or-
dered all tax debts cancelled; all confiscated lands re-
turned; all taxpayers freed from prison; and all tax
fugitives invited to return to their lands and jobs. Tomake
sure the tax bureau got the message, it was chiselled in
stone, in three languages, one of which was the familiar
Greek. Apparently, it worked, bringing peace for more
than a century.

If the French could be forgiven for neglecting the hard
lessons of the Egyptians, they can hardly be excused for
ignoring the example of their contemporary rival to the
north, Great Britain. In the 18th century, British parlia-
mentary government, with its approach to taxation, re-
mains a model for our day. Taxes were, primarily, the
people’s business—and they let their will be known peace-
fully through the House of Commons or notso peacefully
to the Crown through rebellion.

Government spending was restricted by a tight purse,
which resulted more from uncooperative taxpayers and
downright evasion than the wishes of an enlightened
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Parliament and Crown. For example, throughout the
17th and most of the 18th centuries, Britain was the only
major European country without extensive excise taxes.
Britons simply rejected them, along with the hearth tax
on fireplaces, (which would have allowed tax men to
invade private homes), the poll taxes, and a burdensome
land tax.

The British came to accept a system of many taxes that,
as a whole, were reasonably fair. Everyone shouldered
some of the burdens of the state. Landowners paid land
taxes, but they were protected by a tradition of extremely
low assessments. Homeowners paid a house and window
tax that exempted the poor. Merchants paid customs and
some excises, but lightened their burden through smug-
gling and evasion. The most remarkable aspect of the
system was the absence of tax immunity for the rich—a
lesson clearly lost on the French.

At the same time, English tax designers grasped a
critical piece of economic common sense: If British work-
ers were forced to pay high taxes, British capitalists would
have to pay high wages. This would inflate the price of
British goods on foreign markets and hurt trade. By
keeping workers relatively free from taxation, English
traders could outsell their competitors from the Conti-
nent. This is precisely what they did, and Britain became
the Jeading commercial nation of the world for 200 years.

Prior to its souring relations with the American colo-
nies, the British government learned the hard way that
taxation by consent meant more than lobbying a tax bill
through Parliament. Henry Fox, who succeeded Robert
Walpole as prime minister, warned the House of Com-
mons that “All governments must have a regard not only
for what the people are able to bear, but what they are
willing to pay, and the mannerin which they are willing to
pay, without being provoked to a rebellion.”

THE FOUNDERS’ TAX WISDOM

Though many of the lessons of tax history may be lost
on our contemporary political leadership, they were viv-
idly implanted in the minds of America’s Founders. One
of the most important characteristics of 18th century
thinkers is that they had few illusions about government.
“Government,” wrote Thomas Paine in his famous pam-
phlet Common Sense, “even atits best state is buta necessary
evil, in its worst state an intolerable one.” George ‘Wash-
ington distributed Paine’s pamphlets to his troops during
the early years of the Revolutionary War. It is important
to recall that one of Paine’s themes was that taxation
produced tyranny. The root of the problem, Paine said,
was a naive trust in government: When this happens,
“excessive revenues are obtained.”

The Founders set up constitutional controls over both
taxing and spending. The delegates to Philadelphia in
1787, struggling to approve the Constitution, knew the
dangers in granting a federal government taxing powers.
They all agreed—standards, limits, and controls were
absolutely necessary. No one ever suggested Congress
should have the power to tax at will. Without strict and
clear constitutional standards for federal tax-making, rati-
fication of the Constitution wouldn’t have had a prayer.

Taxpayers also were protected by the Ninth and Tenth
Amendments, which provide that the federal government
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can do only what it is expressly authorized to do in the
Constitution. All other political powers are reserved to
the states and to the people. Indeed, throughout Western
history—going back throughout the Middle Ages, from
Magna Carta to the modern era—we see a continuing
drama of checks on taxation through fundamental char-
ters, treaties, and constitutions.

Unfortunately, on the federal level, we live in a period
devoid of protection. The recent history of constitutional
law is a history of how to circumvent the limitations
against unlimited federal power. As Washington has ex-
panded the scope of its concerns, it has inflated the size
of its budget—and the breadth and depth of its tax net.
The growth of federal taxes—for the average household,
a jump from less than 2 percent in 1948 to 24 percent in
1993—would have been inconceivable to the men who
fearfully gave Congress the right to levy taxes.

A STRATEGY FOR TAX REFORM

The present administration, however, conspicuously
lacks any fearful regard for taxpayers. Laura D’Andrea
Tyson, head of President Clinton’s Council of Economic
Advisers, last year told a congressional committee that
America is “an undertaxed nation.” This seems to be the
operating assumption of our intrusive and unwieldy tax
bureaucracy, the Internal Revenue Service. Coupled with
a massive, complex and onerous tax system, the IRS
annually threatens each of us with tax audits, fines and
jail terms.

What follows are some ways we can curb the most
vicious aspects of our federal income tax system and help
tame the tax monster:

Restrain the power of the tax man: Adjudicate tax
disputes like any other debt. It is time to put an end to
special laws giving extraordinary rights and powers to tax
men. The tax collector is usually a creditor claiming
money. He should have the same rights—and obliga-
tions—as any other creditor, and taxpayers should have
the same rights and duties as any other debtor. If the tax
man claims you owe, then he should have to sue you just
like everyone else. Similarly, if you have paid too much,
you should be able to sue the tax man and have the same
status as any other creditor.

Indeed, the entire legal apparatus of the tax process
operates in a world of its own, separate from the ordinary
rules of law for settling money disputes. This is what got
the Egyptians into deep trouble. The pharaohs lost con-
trol of their tax collectors—we know it because they were
flooded with petitions complaining about abusive behay-
ior and harsh penalties. The tax officials of the pharaoh
were everywhere snooping, inspecting, recording, arrest-
ing. They even surveyed the nests of pigeons to count the
eggs and make sure the pharaoh got his 20 percent.

Although we have abolished torture and other ancient
enforcement rites, there are many abusive tax enforce-
mentlaws that put due process to shame. In a tax dispute,
for example, taxpayers who want to challenge their tax
assessment in a federal district court must first pay the
disputed tax and then sue to get their money back. The
counterpart of this is that you can’t enjoin the collection
of an illegal tax. If you can’t pay—if the tax might destroy
your business or take away your home or livelihood—that
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is too bad. Bankruptcy offers no relief as it does for
ordinary debts.

There are over 150 penalty provisions to trap and
punish you for just about any error or slip up, no matter
how excusable, that you may make in dealing with the vast
Jjungle of tax rules and regulations. Penalties often exceed
the taxes owed, adding a kind of audit-terrorism to the
system. The General Accounting Office reports that the
IRS can’t manage this vast web of entrapments, and that
44 percent of all penalties assessed by the IRS are wrong.
If this is true, how many are wrongly paid by taxpayers
wanting to get the tax man off their backs?

On the criminal side of tax enforcement, a tax fraud
should be a genuine, honest-to-goodness fraud, with the
same ingredients as a common law fraud. In California in
1987, a physician was convicted of felony tax evasion for
intentionally not paying the tax he accurately declared on
his tax return. While the ruling was reversed on appeal,
the concept is an outrage. If we applied this to ordinary
civil debts, it would mean that if you deliberately didn’t
pay your American Express bill, you would have commit-
ted a felony. That’s federal overkill.

Perhaps we need to balance our government’s tilt
toward tax collectors by adopting a medieval view of
taxation, in which excessive tax collections were consid-
ered sins against God. IRS agents take note: William the
Good of the Netherlands was called “the Good” because
he executed errant tax men.

Be sensitive to taxpayer unrest: Decriminalize the tax
law. The penalties Congress piles up every year to trap
taxpayers, innocent or guilty, along with fuzzy criminal
provisions, amount to barbarism. It reminds one of the
queen in Alice in Wonderland, who proclaimed, “Off with
his head!” for every offense.

Our tax law is so complex, so incomprehensible, that
in most complicated financial arrangements the line be-
tween avoidance (which is legal) and evasion (which is
illegal) is too difficult even for the experts to determine.
Harry Margolis, a California tax lawyer, was indicted over
a period of 10 years for 34 different criminal tax felonies.
After lengthy and costly trials, not one charge was ever
sustained against him.

Because of the breadth and complexity of our tax laws,
itis a mistake to criminalize tax evasion; the lines separat-
ing the legal use of tax codes to shelter income (avoid-
ance) and theirillegal use (evasion) are simply too blurry.
Political leaders have long recognized the difficuldes
involved: The 4th-century emperor Constantine, for ex-
ample, decriminalized the Roman tax law. Rome even
granted a series of tax amnesties—in A.D. 401, 411, 434,
445, 450, and 458—so that “the very memory of delin-
quent taxes may perish from the earth.” In many nations
only tax fraud (deliberately falsifying documents) is a
crime; tax evasion (not reporting income) is not.

Our current practice puts America on a par with the
former Soviet Union and its arbitrary use of synthetic, or
arbitrary economic crimes as a weapon against dissidents.
Thomas Paine told us in Dissertation on the First Principles
of Government, “An avidity to punish is always dangerous
to liberty.” The French essayist Michel de Montaigne
wrote in the 16th century that no man is so honest or
upright that if he were carefully observed in his actions
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and thoughts, under the law, “ten times in his life he
might not be lawfully hanged.” That certainly would apply
to almost everyone under our criminal tax laws.

Yes, if the vague tax crimes in the tax code were
vigorously enforced, most taxpayers would be indictable
after a cursory audit. Thus, tax fraud should be a crime;
tax evasion should not. It would be wise to purge the tax
law of its many synthetic crimes and let the civil penalties
take care of real tax sins.

Ease the burden on taxpayers: Keep tax rates low and
make the system simple. The concept of the income tax
originated with the British to finance the war against
Napoleon. It was primarily a uniform tax, collected at the
source. It also was consistent with America’s constitu-
tional provision known as the “uniformity clause,” in
which tax rates would be the same for all. Since the
beginning of the 20th century, this clause has become, in
the words of tax scholars, an “empty shell,” replaced by a
maddening array of tax exemptions, loopholes, goodies
and unequal rates.

If, as various economists have suggested, we had a flat
tax rate of 10 percent for most people, there would be no
April 15, no confrontation between citizen and state, no
intimidation. Only payers of those in business would have
to file a tax return. Ten percent is selected because this
was the tax that served well the ancient worlds of Israel,
Greece, and Rome and China.

We don’t need to delve into the history of taxes to see
that simplicity works. Today, Japanese scholars assert that
one of the great virtues of Japan’s income tax is that most
Japanese don’t file tax returns. As one of Japan's leading
tax scholars, Hiromitsu Ishi, has noted, the simplicity of
the system helps to produce enormous capital formation
and savings. They rely heavily on an indirect system based
on broad withholding. “A good tax system,” says Mr. Ishi,
“should be as simple as possible.” This pattern of modest
and simple income taxesis repeated in the Asian “miracle
economies” of South Korea, Hong Kong, Taiwan, and
Singapore.

Compare this with the complexity of the U.S. system:
The American people spend 5.4 billion hours annually
on federal tax work, according to James Payne’s ground-
breaking study. The tax system costs an estimated $618
billion, which includes compliance costs, litigation, and
economic drag. The income tax law is beyond under-
standing partly because we have tried to accomplish what
is beyond the possible—like raising all the revenue the
government wants, stimulating economic growth, and
policing the world. Alexander Hamilton warned in Fed-
eralist No. 35 against having a single form of taxation to
satisfy all possible revenue needs, since it would spur tax
evasion and work as a drag on the economy.

The Dutch tried to do precisely this with their excise
tax in the 17th and 18th centuries. It was a disaster: Goods
in Amsterdam cost twice as much as in London; taxes were
many times higher; the tax burden on Dutch goods
priced them out of world markets. The result was the
shipwreck of a remarkably prosperous empire, the super-
power of its era.

History reveals, however, that smart taxes can build
empires. The British under Queen Elizabeth, who gave
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The tarring and feathering of a British HM customs
officer by American tax rebels. This man was
lucky—often in history, the tax man was lynched.

16th-century England the lowest rates in Europe, put that
nation on the road to superpower status. How? By adjust-
ing her government to whatever revenues Parliament
provided. She even reduced tax valuations to extremely
low levels—in effect reducing tax rates. About 150 years
later, Britain adopted excise taxes, but limited the num-
ber of goods to be taxed and kept the rates modest. This
kept the price of British goods low in world markets. The
result was steady economic growth and one of the earliest
illustrations of the fruits of supply-side economic theory.

AN INDEX TO CIVILIZATIONS

Taxation is a good barometer of a social order. A
society can best be evaluated by examining who is taxed,
what is taxed, and how taxes are assessed, collected, and
spent. The bondage of the once-free Roman citizen was
the tax man’s final victory over the extensive frauds and
flight that had endangered the emperor’s revenue.

Will we end up as citizen-serf-taxpayers like the later
Romans? The current direction of our tax system’s penal
laws and spying devices makes this a possibility. We could
find ourselves shackled to a kind of neo-serfdom to the
modern fiscus. If that happens, the struggle between
democracies and dictatorships will enter a new phase in
which the choice will not be liberty or bondage, butwhich
kind of bureaucratic bondage. We ignore history’s verdict
atour own peril: Tax laws have taken away liberty far more
often than any foreign invaders. a
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THE STaTUS CUOMO

New York’s Decade of Liberal Greed

THOMAS W. CARROLL

Governor Mario Cuomo of New York has long been
one of the political heroes of American liberalism. His
“Family of America” keynote address at the 1984 Demo-
cratic convention electrified the party, as he preached the
old-time Democratic religion of class rivalry and expan-
sionist government programs. Governor Cuomo is an
unapologetic liberal, in both social and economic terms:
A pro-choice Catholic, a virulent opponent of the death
penalty, and an advocate of state and federal paternalism.

After narrowly defeating conservative Republican Le-
wis Lehrman in the 1982 governor’s race, Mr. Cuomo
easily won two re-election victories, picking up the votes
of Reagan Democrats, the urban and suburban ethnics
who increasingly have been deserting the Democratic
Party. Deeply knowledgeable about the details of policy
and legislation in Albany, he also is a philosopher, a
potential Supreme Court justice, a master of the media
game, and a champion of political hardball. Had he
chosen to run, he probably would have been the favorite
candidate of most liberals in the 1988 and 1992 presiden-
tial races.

SINGING A NEW TUNE

But New Yorkers now seem to be tiring of the “Status
Cuomo” and the liberalism the governor represents. His
approval ratings in the state fell to just 34 percent last
November, the lowest during his entire tenure as gover-
nor, according to the Marist Institute for Public Opinion.
Liberals have faltered elsewhere in the region: Voters last
November turned out two other prominent liberal Demo-
crats, Mayor David Dinkins of New York City and Gover-
nor Jim Florio of New Jersey.

Mr. Cuomo, the quintessential politician, is now sing-
ing a more conservative tune as he tries to rescue his
re-election hopes this fall for a fourth term. He has called
for modest tax cuts after signing billion-dollar-plus tax
hikes in each of the past five years, and has hopped on
the “three-strikes-and-you’re-out” bandwagon, pushing
for life imprisonment for three-time violent offenders.
He also has distanced himself from President Clinton’s
health-reform plan, saying it would hurt coverage for
state employees.

Though Mr. Cuomo may tinker with his prose, he
cannot rewrite the legacy of his ideology on the state.
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Liberalism in New York is bankrupt, intellectually as well
as financially. After 12 years under Mario Cuomo, the
state’s credit rating—formerly an “A-” on Standard and
Poor’s scale—is today the lowest of any state in the nation.
Over the past four years, the state has lost 516,000 jobs,
while the rest of the nation has increased private-sector
employment by 1.7 million. State and local taxes are
among the most burdensome in the country; public serv-
ices from bridges to schools are mediocre by national
standards. The state’s crime rate is 48 percent higher than
America’s overall. Costly social services have increased
rather than decreased poverty, and 24 percent more
people are on welfare today than when Governor Cuomo
took office.

EMPIRE BUILDERS

New York once was known as the Empire State for its
worldwide economic leadership and boundless en-
trepreneurial energy. Now the biggest empire in New
York is government: A $62.6 billion state budget, over
240,000 state employees, dozens of state agencies, state
and public-authority debt exceeding $67 billion, and the
largest legislative staff and highest paid state legislators in
the nation.

New York’s problems with big government did not start
with Mario Cuomo. Republican Nelson A. Rockefeller
ushered in an era of lavish social service spending as well
as elephantine public construction projects for public
housing, office space, state universities, mental health
facilities, parks, and hospitals. Before Mr. Rockefeller
took office in 1959, the top income tax rate on personal
income was 7 percent; by the time he left office in 1974,
the top tax rate had more than doubled, to a peak of over
15 percent. Governor Rockefeller also resorted to un-
precedented levels of government borrowing, setting up
special borrowing agencies when voters turned down
bond issues for low- and middle-income housing. This
fiscal house of cards finally came crashing down in the
mid-1970s, but only after the governor had left the state
to become Gerald Ford’s vice president.

Mr. Rockefeller was succeeded briefly by his lieutenant
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in Albany, New York.
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New York Governor Mario Cuomo is an unapologetic liberal: A po-choice Catholic, a virulent opponent of the

death penalty, and an advocate of state and federal paternalism. Are New Yorkers tiring of his liberal message?

governor, Malcolm Wilson, and then by Democrat Hugh
L. Carey, a former congressman from Brooklyn, who had
to pay the price for Mr. Rockefeller’s grandiose schemes.
In his first state of the state address in January 1975,
Governor Carey declared the end of “the times of plenty,
the days of wine and roses,” and went about restoring the
fiscal stability of New York State and New York City.

Big government has long been a bipartisan pastime in
New York politics, and Mr. Carey waged bruising battles
with the state legislature, fighting the Republican-domi-
nated Senate as well as the Democratic-dominated Assem-
bly to keep spending under control. Astonishingly, he
succeeded: During his eight years as in office, Governor
Carey kept spending growth below the rate of inflation. To
do so, he aggressively used his impoundment and line-
item veto powers.

Between 1980 and 1982, Governor Carey item-vetoed
$1.3 billion in legislative additions to his budget propos-
als. In 1982 alone, he item-vetoed $990 million in spend-
ing, sparking a fullscale war with the legislature. Eight
years of fiscal responsibility apparently was too much for
the state legislature to take, and in his last year of office
Carey’s item vetoes were overridden with broad support
from both parties.

Thanks to his controls over spending, however, Mr.
Carey was able to lower taxes. The top rate on personal
income during his tenure dropped from over 15 percent
to 14 percent for investment income and to 10 percent
for paycheck income. As a result of the legislature’s
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spending irresponsibility in Mr. Carey’s last year as gover-
nor, the state faced a huge deficit when Mario Cuomo
took office in 1983.

ENJOYING THE REAGAN BOOM

Mr. Cuomo launched his career in politics in 1972
when he resolved a low-income housing controversy in
Forest Hills, Queens, at the request of liberal New York
City Mayor John Lindsay. Governor Carey subsequently
tapped him as his secretary of state. In 1978, Governor
Carey selected Mr. Cuomo as his running mate, elevating
him to the lieutenant governor position during Mr.
Carey’s second and last term.

Instead of viewing the Carey years as an example of
how a governor could stabilize the state’s finances by
keeping legislative excesses in check, however, Mr.
Cuomo quickly established cozy relations with the state
legislature and avoided confrontation at any cost. In his
first eight years in office, Governor Cuomo item vetoed
only $81 million in appropriations, compared with Mr.
Carey’s $1.3 billion in item vetoes over just three years.
Myr. Cuomo also sought to repay the public employee
unions that aggressively supported him in the 1982 elec-
tions.

Mr. Cuomo quickly undid much of the Carey legacy.
New York again was on the path to runaway spending and
borrowing, creative financial gimmickry, and, ultimately,
a drop in the state’s credit rating and massive job losses.
At the same time, most of the state’s major social prob-
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lems—declining educational quality, rampant crime,
teen pregnancy, and welfare dependency—remained un-
changed or got worse.

Faced with a deficit, the new governor immediately
pushed for higher taxes and higher spending. Total taxes
and fees were hiked by over $1 billion in 1983, and
state-funded spending rose by almost twice the rate of
inflation.

The Reagan-era boom rescued Mr. Cuomo from pay-
ing the piper for this profligacy. The mid 1980s were
go-go years for New York’s real estate, the stock market,
investment banking, entertainment, publishing, and de-
fense-related industries. The state’s finances took a turn
for the better, and, by 1984, New York’s revenues were
growing by more than 10 percent annually.

SPENDING LIBERALLY
Ironically, in the summer of 1984, while Mario Guomo
was in San Francisco attacking the Reagan revolution for
creating economic hardship, he was reaping—and spend-
ing—the rewards of that revolution back home in New
York. David Osborne, co-author of Reinventing Govern-

NEW YORK IS AMONG THE
HIGHEST -RANKED STATES IN
VIRTUALLY EVERY MAJOR
SPENDING CATEGORY,
INCLUDING WELFARE,
MEDICAID, EDUCATION,
AND PRISONS.

ment, noted: “New York’s overflowing coffers offered
Cuomo the same luxury [Governor Michael] Dukakis
enjoyed in Massachusetts: The ability to spend liberally
while his aides told the world he was a fiscal conservative.”

In truth, New York saw a staggering increase in spend-
ing. Since Carey’s last year in office, state-funded spend-
ing has risen by 111 percent, compared with inflation of
just 50 percent.

State spending in New York is 47 percent higher than
the national per-capita average. Not surprisingly, New
York is among the highest ranked states in virtually every
major spending category, including welfare, Medicaid,
education, and prisons.

Governor Cuomo did return some of the state’s reve-
nue growth to taxpayers—though he usually did so with
reluctance, and in response to initiatives by other politi-
cians. In 1985, under pressure from Senate Republicans
led by Senate Majority Leader Warren Anderson, Mr.
Cuomo signed a bill cutting the top tax rate on paycheck
income from 10 percent to 9 percent and on investment
income from 14 percent to 13 percent.

The federal tax reforms of 1986 provided another
windfall for the state. When the federal government
eliminated tax deductions, allowances, and exclusions,
the state that used federal definitions as a starting point
on state tax returns stood to receive billions of dollars

56

more in revenue without changing its tax code at all.
Consequently, applying the same state tax rates to a
broader definition of income would have produced sub-
stantially more revenue.

Inresponse to this windfall, the state legislature passed
a tax-reduction act in 1987 that was supposed to drop the
top rate on personal income from 9 percent to 7 percent
for paycheck income and from 13 percent to 7 percent
for investment income. The tax cuts were to be phased in
over several years, to be fully effective in 1991.

Mr. Cuomo signed the tax cuts into law under protest.
He said he had “no alternative,” because state legislators
“were so overwhelmingly for it that it was clear they would
have gotten it anyway.”

LovE-HATE TAX CUT

Since then, the governor has had a love-hate relation-
ship with this tax cut. In September 1988, he told the
Business Council of New York State, “We must keep the
tax cut we promised the people of this state. And, if you
have to deal with this problem of revenues, then find a
way to deal with it by restraint in spending, by fighting
waste.”

In 1990 Mr. Cuomo reversed himself and proposed
canceling the last phase of the tax cut—a position he still
holds. The state legislature granted him a deferral of the
last phase each of the last four years. As a result, the top
tax rate has been frozen at 7.9 percent, instead of drop-
ping to 7 percent, and the standard deduction has been
frozen at $9,500 (married, filing jointly), instead of rising
to $13,000.

This year, Governor Cuomo proposed cutting select
business taxes and fees by $74 million, an initiative that
has received much public notice, but he still favors can-
celing the last phase of the personal income tax cut and
imposing a slightly higher business tax surcharge than
under current law. On a net basis, Mr. Cuomo’s recent
state budget proposal would increase taxes and fees by
$1.5 billion.

Taking a longer view, while sharply if reluctantly cut-
ting top marginal rates on personal income, the governor
has proposed or approved increases in many other taxes.
Taxes on liquor rose from 85.9 cents to $1.70 per liter;
beer taxes rose from 4.5 cents to 21 cents per gallon; and
cigarette taxes rose from 15 cents to 56 cents per pack. A
15 percent corporate tax surcharge also was imposed.
New taxes imposed in the Cuomo years include a petro-
leum business tax, a real-property gains tax, a “mansion
tax,” and a hotel tax. Altogether, increases in taxes and
fees have amounted to $8.1 billion over the past five years.

Among the more controversial Cuomo tax-hike pro-
posals that never made it into law included a snack tax,
which Fritossmunching legislators killed quickly. A pro-
posed tax on hospital screening tests died as soon as it was
dubbed a “baby tax,” spurring press comments about
“cradle to grave” taxation.

OFF ~-BUDGET BORROWING
One of the most disturbing features of the Cuomo
administration has been its off-budget borrowing to fi-
nance state spending. In attempting to borrow money,
Mr. Cuomo has faced the same obstacle that confronted
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Nelson Rockefeller: The public isn’t interested.

Since Mr. Cuomo was elected, five bond issuances have
been placed on the ballot. Bond issues for transportation
(1983, 1988) and the environment (1986) passed, but,
more recently, bond issues for state land acquisition
(1990) and infrastructure (1992) went down to defeat.

Governor Cuomo, like Mr. Rockefeller, has turned
increasingly to off-budget public authorities to conduct
whatever borrowing he desires—regardless of public
opinion. For example, when the public defeated a prison
bond issue in 1981, Mr. Cuomo with the legislatire’s
approval used the New York State Urban Development
Corporation to issue bonds to finance prison construc-
tion beginning in 1983.

As was done before New York’s fiscal crisis of the
mid-1970s, the state under Mr. Cuomo has been issuing
long-term bonds to finance shortterm operating ex-
penses. In 1990, the governor and legislature “sold” Attica
state prison to the Urban Development Corporation
(UDC)—not exactly what Governor Rockefeller had in
mind when he setup UDC to build low-income housing—
and Interstate 287 to the State Thruway Authority. In both
cases, the public authorities issued bonds to pay for assets
that the state already owned, all as part of a scheme to
funnel cash to the state’s general fund for operating
expenses. At the time, Alair Townsend, former New York
City budget director, noted: “Albany has raised fiscal
chicanery to an art form, forgetting how moral-obligation
bonds and a heavy debt load helped precipitate the fiscal
crisis of the 1970s.”

MORE FiscAL GIMMICKS

Despite the criticism, this practice continued with the
sale of the Eastern Correctional Facility to UDC and
Interstate 84 to the Thruway Authority. This year, the
governor has proposed using a public authority called the
Local Government Assistance Corporation (LGAC) to
bond-out the cost of state income-tax refunds.

As a result of schemes like these, public-authority debt
soared from $24.9 billion in 1982 to $62.8 billion in 1993,
a 152-percent increase. In contrast, general obligation
debt—which requires voter approval—grew more mod-
estly, from $3.5 billion in 1982 to $5.1 billion in 1993, a
46-percent increase.

Mr. Cuomo, again with the legislature’s complicity,
also raided a series of dedicated funds to cover operating
expenses. The targeted funds included: the State Com-
mon Retirement Fund ($4 billion); the State Insurance
Fund ($1.3 billion); the Dedicated Highway Fund ($693
million); and the Medical Malpractice Insurance Associa-
tion ($211 million).

In total, Mr. Cuomo and the state legislature approved
$10.5 billion in one-shot fiscal gimmicks over his first 11
years. In fiscal year 1993-94 alone, these gimmicks totaled
$1.8 billion. And, for this year, Mr. Cuomo has proposed
nearly $1 billion more.

The state’s questionable financial practices have come
under increasing criticism, and legal challenges are pend-
ing. The governor and state legislature have discussed
placing loose limits on back-door borrowing, but no plan
currently under serious consideration would close the
door entirely.
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In 1990 the New York government “sold” Attica state
prison to the state by issuing bonds to pay for assets the
state already owned. The scheme generated cash for
New York state’s general operating fund.

The day of reckoning may be coming soon, however.
The New York State Court of Appeals, the state’s highest
court, seems more willing to strike down such financial
recklessness. In 1993, the court ruled that taxpayers had
standing to challenge such actions. And, in a separate
decision later that year, the court ruled unconstitutional
araid on the state pension fund that, to date, has cost the
pension fund over $4 billion.

No “Nos”

The state’s credit rating also has taken a beating.
Before Nelson Rockefeller’s plans got underway, New
York State had the highest credit rating possible, accord-
ing to Moody’s Investor Service. The fiscal crisis in the
mid-1970s caused the state’s credit rating to drop to the
low level itis today. In 1986, the rating was upgraded one
level, but fell back to the fiscal-crisis level in 1992—leaving
New York with the lowest credit rating in the nation.

The most charitable way to look at the conduct of state
government over the past 11 years is to view it as part of
a Keynesian “spend-and-borrow our way to prosperity”
scheme. Although misguided—and startlingly ineffec-
tive—the intent would at least be admirable.

New York’s experience has been a splendid display of
special-interest politics run amok. The state legislature
has a record of irresponsibility going back to the days of
the robber barons, but the counterweight to their ex-
cesses has typically been—at least since the late 1920s,
when New York’s constitution was rewritten to create a
strong executive—a governor who was willing to say,
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The garment district in Manhattan. Jo has been hard hit y Mr. Cuomo’s tax-and-spend policies. The state

has suffered major job losses in the apparel industry because of New York’s high cost of doing business.

“No!” Since Hugh Carey left office, New York has not had
such a governor.

MOVING TO JERSEY

The biggest casualty of Mr. Cuomo’s tax-and-spend
approach hasbeen private-sector job growth. Mr. Cuomo,
who opposed NAFTA, is fond of saying: “New York state
didn’t lose these jobs, America did.” Before his defeat,
Mayor Dinkins similarly remarked: “People say, ‘What
about all these jobs you lost?” Well, we didn’t lose them!”
Mr. Cuomo’s and Mr. Dinkins’s point apparently is that
New York, along with the rest of the nation, was suffering
from the ravages of a prolonged recession and intense
foreign competition. This rhetoric does not comport with
the facts.

In just the past four years, New York has lost 516,000
private-sector jobs while the rest of the nation has in-
creased private-sector employment by 1.7 million jobs.
Over Mr. Cuomo’s 11 years in office, New York did gain
323,000 jobs. But this is 1.2 million fewer than the pace
of job creation of the other 49 states.

Manufacturing has been particularly hard hit, with
major losses occurring in apparel, industrial machinery
and equipment, and primary metals. New York’s high cost
of doing business has contributed substantially to this
decline. By 1993, the number of manufacturing jobs in
New York fell to fewer than 1 million for the first time in
50 years.

A recent study by Steven D. Gold, of the Rockefeller
Institute for Government’s Center for the Study of the
States, found that only six states other than New York also
suffered declining employment during the recent reces-
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sion, with no subsequent sustained upward trend. In fact,
according to the study, 22 states did not experience
declining employment at all during this period.

Although Fortune 500 companies are not the major
growth sector of the state’s economy, the number of
major corporations that have moved their headquarters
from New York is emblematic of New York’s diminishing
allure to business. In 1993, only 53 Fortune 500 compa-
nies were headquartered in New York, compared with 88
in 1982.

We need look no further than New York’s record tax
burdens to understand why. New York’s top personal
income tax, at 7.875 percent, is the highest in the region,
and the state corporate tax rate of 10.35 percent (includ-
ing a surtax) is the fifth highestin the nation. Altogether,
New York State has the highest state and local tax burden
in the nation, only exceeded by anomalous Alaska. Fur-
ther proof of this is seen in the number of businesses that
have laid off workers in New York while expanding opera-
tions elsewhere, including General Motors and Eastman
Kodak, two of New York’s largest employers. KeyCorp, as
part of its merger with Society Corporation, will be mov-
ing 400 jobs from New York’s state capital to Ohio.

Many Wall Street firms have moved their back-office
operations to New Jersey; even the New York Times has
moved its printing plant to Edison. If New Jersey Gover-
nor Christine Todd Whitman carries through on her
pledge to cut taxes by 30 percent, this exodus will most
certainly continue. Victor J. Riley, Jr., KeyCorp’s chief
executive officer, cited high corporate taxes and the
state’s business atmosphere as reasons for relocating jobs
from New York to Ohio. As international competition
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brings greater pressure, state business climates become
more—not less—important. This is a lesson that Mr.
Cuomo appears not to have learned.

SAGGING SATs

Despite record spending, the educational perform-
ance of New York’s students has declined relative to the
nation. Although this performance gap did not originate
with Governor Cuomo, he has done nothing to reverse
these trends.

New York historically has outperformed the nation in
education. But beginning in the early 1980s, educational
performance declined, and since then the gap between
New York students and the nation as awhole haswidened.
In school year 1972-73, the combined average SAT scores
for New York students exceeded those of the nation by 25
points. By the following year, that gap began to shrink,
until it disappeared by the end of the 1970s. By school
year 1982-83, New York students lagged behind their
counterparts nationally by 5 points. By school year 1992-
93, New York students scored about 15 points lower than
the national average. New York also has one of the lowest
graduation rates (45th) and the highest adult illiteracy
rate (tied with Mississippi and Alabama) in the nation.

Regardless of the rhetoric of education officials, New
York’s declining academic performance cannot be
blamed on a lack of government spending. Record
amounts of money have been spent on New York schools
over the last decade. New York now spends an astounding
$9.665 per pupil (the 3rd highest in the nation), com-
pared to the national average of $6,392 per pupil. During
Mr. Cuomo’s tenure, public school expenditures have
nearly doubled, from $11.5 billion to $22.7 billion.

The last time a governor attempted to reverse the
“throw more money at the problem” approach was Gov-
ernor Carey in 1982. Two factors appear to make Cuomo
reluctant for a showdown: Mr. Carey’s defeat when his
item vetoes of school aid in 1982 were overridden, and
the substantial political support Mr. Cuomo has received
from the teachers unions.

WINDOW DRESSING CRIME

In recent months, crime in New York—from the Long
Island Rail Road massacre, to the killing of a 15-year-old
New York City boy by a classmate over a pair of sunglasses,
to a drive-by shooting of Hasidic youths on the Brooklyn
Bridge—has helped jump start a national debate over
crime’s causes and cures. Facing what may well be his
toughest re-election battle yet, Mr. Cuomo has attempted
to recast himself as tough on crime. In his recent state of
the state message, the governor proposed a “three-times-
and-you’re-in” law and restrictions on parole.

This is window dressing. Mr. Cuomo has presided over
an explosion of crime throughout the state. Since 1982,
violent crime has increased by 16.3 percent. High crime
areas can easily be found outside of New York City, and
include Buffalo, Rochester, Syracuse, Albany, and
Poughkeepsie. New Yorkers are now 48 percent more
likely to be victims of violent crime than Americans in
general. In New York state today a person is murdered
every 3.7 hours; raped every 1.7 hours; assaulted every 6
minutes; robbed or burglarized every 33 seconds. Of
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course, the figures are even higher for New York City.

One reason for high levels of crime is New York’s low
“punishment rate,” that is, the number of criminals in
prison as a percentage of violent offenses. In 1992, this
figure was only 4.9 percent. Despite the construction of
more prisons, the punishment rate is lower today than it
was when Governor Cuomo took office in 1983.

The governor leads by example. He remains opposed
to the death penalty and favors softening mandatory
sentencing laws for “nonviolent” drug dealers. Mr.
Cuomo successfully led an effort to get Brooklyn-born
Thomas Grasso—who murdered an 87-year-old woman
in Tulsa, Oklahoma and an 81-year-old man in Staten
Island, New York—transferred from Oklahoma to New
York to protect the killer from Oklahoma’s death penalty.
After he serves 20 years in New York’s prison system, Mr.
Grasso will be sent back to Oklahoma for execution. Mr.
Grasso has admitted to both murders, so there is no issue
of wrongful execution, and even his mother favors his
execution.

Moreover, the governor already has signaled that he
won’t expend much political capital on the proposed
three-time-loser law or on tougher parole regulations.
Instead, he continues to focus most of his energy on
misdirected reforms: Regulation of so-called assault weap-

A PROPOSED TAX ON
HOSPITAL SCREENING TESTS
DIED AS SOON AS IT WAS
DUBBED A “BABY TAX,”
SPURRING PRESS COMMENTS
ABOUT “CRADLE TO GRAVE”
TAXATION

ons, and increased penalties for biasrelated crimes.
While these issues are the stuff of great New York Times
editorials, they don’t address the core reason that crime
has not subsided—crime pays in New York. The chance
of getting caught and paying a serious penalty is ex-
tremely low.

Even if one assumes that criminals would observe the
governor’s proposed ban on assault weapons, it would
have minimal impact. According to figures from the New
York State Division of Criminal Justice Services, less than
100 of the 2,394 murders in New York State in 1992
involved any type ofrifle, letalone an assaultweapon. The
governor’s focus on this bill also ignores the fact that
although New York has among the toughest gun-control
laws in the nation. These laws have had little impact.

The importance of the bias-related crime bill also has
been overblown when one considers that in the vast
majority of murders, the offender and the victim are of
the same race. In 1992, according to national figures, 85.9
percent of murders were white-on-white or black-on-
black. The true number of same-race murders is even
higher because available statistics don’t separate out
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New York was once known as the Empire State for its worldwide economic leadership and entrepreneurial energy. .
Today, the biggest empire in New York is the state government.

other racial groupings, and in some cases the race of the
murderer is unknown.

SPECTACULAR NON-EVENT

New York’s high welfare rolls are another symbol of
the state’s decline. Despite spending over $300 billion on
public-welfare programs since 1960, poverty in New York
has gone up, not down. Under the Cuomo administra-
tion, the welfare rolls have increased by 24.5 percent.
About 1.6 million New Yorkers—in New York City, one of
every seven—are on the state’s welfare rolls, compared to
fewer than 400,000 in 1960. This quadrupling of welfare
recipients occurred while New York’s overall population
has grown only 7 percent in the same period.

The Cuomo effort to reform welfare has been a spec-
tacular non-event. A “workfare” law that has been on the
books since 1971 is largely unenforced. During Mr.
Carey’s last year in office, 34 percent of Home Relief
recipients were enrolled in workfare programs; under
Mr. Cuomo, that number has dropped to less than 10
percent. New York’s Child Assistance Program, the state’s
only serious effort at welfare reform, so far has produced
a modest increase in net program costs for state and local
governments, according to a recent outside study com-
missioned by the state.

Meanwhile, the governor hasresisted reforms adopted
successfully by other states. These include: in Wisconsin,
a time limit on welfare benefits and Learnfare which
would grant full welfare benefits only to families that
ensure that their schoolage children actually attend
classes; in Michigan, an end to general-assistance subsi-
dies for the able-bodied; and in New Jersey, caps on the
welfare “baby bonus.” Although in an election year, Mr.
Cuomo now appears willing to consider a softened ver-
sion of Learnfare, he still opposes time limits on benefits,
cutting off Home Relief for the able bodied, and elimi-
nating the “baby bonus.”

Mr. Cuomo, in his own defense, has cited a laundry list
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of “accomplishments,” including a mandatory seat-belt
law, a hike in the drinking age to 21, increases in school
aid, the building of thousands of prison cells, the appoint-
ment of the first woman chief justice to New York’s
highest court, and the lowering of the state’s short-term
borrowing (ironically by bonding-out this debt with long-
term bonds). But, placed in the context of the broader
deterioration of the state, these steps have not measured
up to the fiscal, economic, and social challenges New York
faces. After Hugh Carey stabilized New York State’s fi-
nances in the wake of Nelson Rockefeller’s excesses,
Mario Cuomo could have been the governor who re-
stored New York’s reputation as the Empire State. In-
stead, Mr. Cuomo is hastening its decline.

VOTING WITH THEIR FEET

We know, because people are voting with their feet.
New York has suffered the largest net outmigration of any
state in the nation. Since Cuomo was sworn in as gover-
nor, over 1 million people have left the state on a net
basis. The consequences of the governor’s tax-and-spend
liberalism (which has been embraced by both major
parties in New York’s state legislature) should stand as a
warning sign for states across the nation.

New York is not without the capacity to rebound,
however. Its natural assets include geographic advan-
tages, a skilled workforce, an extensive network of roads
and bridges, world-class colleges and universities, and a
still leading position in the worlds of finance, fashion and
culture. Another source of hope is that New York’s politi-
cal leaders might learn from other state governors who
have shown there are intelligent and innovative ways to
meet today’s problems.

The bottom line, however, is that turning New York
State around is going to take a different brand of leader-
ship than New York has had for a long time. One thing is
for sure: Continuing tax-and-spend politics won’t restore
New York’s glory as the Empire State. =z
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Is Congress as bad
as it used to be?

With Congress and the Presidency now in
the same liberal hands for the first time since
Jimmy Carter, the next four years could make
the Reagan-Bush era seem like one long leg-
islative recess.

Here in Washington you can almost hear the
“public servants” salivating over the hundreds
of billions in new federal spending—not to
mention new bureaucratic jobs for their cro-
nies and fresh new perks for themselves. Why
not? Who’s to stop them? A handful of con-
servative Republicans?

Yet, are we helpless to do anything about it?
Must we wait another four or eight years
before stopping this juggernaut?

We cannot wait—and we don’t have to.
Because now The Heritage Foundation is
distributing, all across the nation, what prom-
ises to be a decisive weapon in the struggle
against Big Spending Liberalism. This new
book is the most thorough exposé ever writ-
ten about Congress and how it operates.

But we don’t restrict our investigation just to
535 Senators and Representatives. In fact,
much of the real power is vested in thou-
sands of unelected staffers and executive
branch bureaucrats. These cold-blooded types
want to run your life with their “public ser-
vice” and perpetuate their lavish class privi-
leges.

Yes, Washington, D.C., is now liberal from
head to toe. Our new book shows how they’ll
operate:

¢ How our lawmakers disguise spending in-
creases as “spending cuts”

v How Hill staff members create private-
sector jobs for themselves later on by de-
liberately screwing up legislation

v/ What most lawmakers and their staffers
spend most of their days doing

Order Fést

Order The Ruling Class by
phone (202-675-1753). We'll
ship within two days of receipt
of your order. Credit cards wel-
come. We'll rush your book by
express delivery, if requested.
Important: 20% discounts for
two or more copies purchased!

It’'s worse.

NULING

“nside the ~—_
Imperial Congress

(1AsS

ERIC FELTEN

The Heritage Foundation

$24 hardcover—20% off for 2 or more coples

Congress and the new Clinton
executive branch: if past is
prologue, how they’ll operate

¢ The 11 acts of modern legislation which
most burden taxpayers and businesses—
and from which Congress exempts itself.
Why the public doesn’t know about it

¢ The key congressional committee that acts
as an arm of the Democrats. How it con-
stantly changes procedural rules to con-
fuse and stifle conservative members

¢ Profiles in Courage: “We know we’re go-
ing to lose, so the only thing left is for us
to try to look good,” says one Republican

v Congress’ fancy tax-funded, members-only
television studio

v How lawyers exploit the threat of con-
gressional hearings to extort money from
corporations

v How environmentalist and other “citizen
groups” use the regulatory system to ex-
tort millions in “donations” from industry

v The little-known provisions in recent regu-
latory legislation empowering advocacy
groups to sue industries

v Why many big corporations favor high
regulatory burdens on their own indus-
tries. How they collude with regulatory
agencies to stifle their competition

v How liberal Members of Congress influ-
ence the courts’ all-important interpreta-
tion of a new law

v National scandal, but no one’s talking:
How Congress blackmails corporations into
contributing to members’ campaigns

v Six structural reforms, and eight proce-

dural reforms to make things right
PLUS, we unveil the inside story, complete
with sordid back-room maneuvering, behind
these Washington disgraces . . .

% The Anita Hill/Clarence Thomas affair

% The House Post Office and check-kiting
scandals

% House and Senate pay raises

% Beating conservative attempts to restrict
NEA funding of obscene “art”

Makes your blood boil, doesn’t it? But we
don’t just want to make you mad, we want
to help you fight. And that’s why every
chapter of The Ruling Class concludes with
practical and achievable solutions to the
mess we’re in.

| THE HERITAGE FOUNDATION |
I 214 Massachusetts Ave. NE ¢ Washington, DC 20002-4999 |
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ANTE FRrREEZE

Stop the State Bidding Wars for Big Business

JonN Hoob

AL the University of Alabama’s Legion Field, there’s a
long, rich tradition of victory. At that stadium, legendary
football coach Bear Bryant and his Crimson Tide posted
one of the most successful records in sports history. Now
the stadium is the site for yet another Alabama trophy: A
huge, $75,000 Mercedes-Benz hood ornament perched
atop the scoreboard. While intended to celebrate the
German car company’s recent decision to locate a $300
million manufacturing plant near Tuscaloosa, it has in-
stead become a symbol of how much, in money and
self-respect, the state had to give up to win the high-stakes
bidding war for the plant.

Notonly did Alabama pony up a package of special tax
breaks and other goodies for Mercedes valued at roughly
$350 million, but it also agreed to buy more than 2,500
of the company’s cars for state use. As the details of the
deal have leaked out since its announcement last Septem-
ber, citizens have expressed second thoughts about it.
“There are a lot of people in Alabama who think we gave
the farm away,” says state legislator Johnny Cagle. Among
state residents, says Auburn University professor Wayne
Flynt, reaction to the Mercedes deal has “gone from
euphoria to fright.”

CLINCHING THE DEAL

Alabama’s purported Mercedes coup is only one of the
latest skirmishes in the bidding wars raging among states
to recruit high-profile corporations, particularly manu-
facturers, using taxpayer-backed bonds, tax abatements,
special training and infrastructure subsidies, and other
sweeteners to clinch the deal. The dollar-amounts con-
tinue to rise—the Mercedes deal is thought to be the
largest one ever—and so does the controversy. While
many economists, taxpayers, and public-interest groups
have cried foul, elecied officials, economic development
strategists, and big-business leaders essentially have
shrugged their shoulders. It’s just the way things are done
these days, they say.

I'm surprised not so much by the intensification of the
bidding wars—which, given the potential for governors
and other officials to gain political points from high-
profit recruitments, seemed inevitable—but instead by
the complacency of those in the business world and
elsewhere who see no conflict between their free-market
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principles and special tax breaks for big businesses. For
example, Theodore Von Cannon, who heads Birming-
ham’s Metropolitan Development Board and helped lure
Mercedes to Alabama, recently remarked, “as long as we
have a free-enterprise system, there is not much you can
do” to avoid giving away incentives packages.

CORPORATE WELFARE

Dealmaking continues in spite of the controversy. The
state of Virginia recently established a “partnership” with
the Disney Corporation to erect a new theme park south
of Washington, D.C,, near the site of historic Bull Run.
Virginia’s new governor, Republican George Allen, was
determined to bag the theme park for his state, and
convinced the legislature to provide part of the infrastruc-
ture and other concessions Disney demanded—a pack-
age worth over $160 million.

Conservative commentators have praised such bidding
wars. Rush Limbaugh has spoken favorably about the
recent cut-throat competition between New York, Con-
necticut, and New Jersey to attract or keep firms such as
First Chicago Corporation, Prudential Securities, and the
New York Mercantile Exchange by using special tax
breaks. And George Will wrote in Newsweek ast September
that efforts to restrain the bidding wars (proposed by
Illinois Governor Jim Edgar) would be “too bad.”

Ironically, the kind of big-ticket incentives packages
companies are getting today offer no check on the growth
of government; indeed, they are an important reason why
the state and local tax burdens on the average small
business owner or taxpayer are getting heavier. Nor is the
sort of “corporate welfare” provided by activist state gov-
ernors a recipe for real economic growth. Yes, a few big
employers may move to a state offering lavish incentive
packages, thereby providing photo opportunities and
ribbon-cutting ceremonies for image-conscious politi-
cians. But the majority of the creators of job and produc-
tivity gains throughout a state’s economy are hurt as their
taxes go up to pay for infrastructure improvements, job-
training subsidies, and other enticements. And when
these deals go sour, as they frequently do, and companies

JOHN HOOD s vice pr.-es-idea ?tfze?o_hn Locke Foundation in
Raleigh, North Carolina.
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“The first Volkswagen rolls off the line in New Stanton, ennsylvania. Only half the number of jobs promised

the state were ever realized, and Pennsylvanians are still waiting for the company to pay back state loans.

pull out their investments after years of benefitting from
special tax breaks, the state’s taxpayers are left picking up
the tab for unneeded highways, access roads, and physical
plants. Conservatives shouldn’t be promoting tax breaks
for companies regardless of how selective they are. Re
member: All tax relief is not created equal.

Using specialized tax incentives to attract businesses to
a state is not a new idea. The strategy originated in the
1930s, when Southern states, such as Georgia and the
Carolinas, gave textile companies in the Northeast tax
breaks and subsidies to get them to relocate. These manu-
facturers did move south, although there is plenty of
evidence to suggest that the region’s relatively low costs
of living and doing business, its generally friendly attitude
toward business, and its inhospitality to labor unions
contributed much more to the manufacturers’ decisions
to relocate than did the tax incentives. Nevertheless,
business CEOs took what was offered and certainly gave
state leaders the impression that incentives mattered—a
frequent pattern in the last 60 years.

OUT ON A LIMB
Although during the 1960s states across the country
began to gear up their economic development offices and
offer substantial benefits to big businesses, many business
analysts date the opening salvo of the modern bidding
wars to 1976. In thatyear, New Stanton, Pennsylvania beat
out sites in 47 other states and Puerto Rico to land a
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Volkswagen factory—the first of what was to become a
succession of foreign auto-assembly plants. Douglas
Woodward, a business researcher at the University of
South Carolina who has written extensively about incen-
tives packages and business investment, says the contest
finally narrowed to two players: Pennsylvania and Ohio,
and both sent their governors to Germany for last-minute
appeals to Volkswagen. In the end, Pennsylvania’s $86
million package of low-interest loans, rail and highway
improvements, job training subsidies, and tax abatements
won the project. Volkswagen spent $236 million to ac-
quire an abandoned Chrysler plant at New Stanton, so
the total state and local incentives package made up about
one-third of the purchase price. “There was no way Ohio
could go out on a limb like that,” said one Ohio economic
development official at the time.

Unfortunately for the citizens of New Stanton and the
state of Pennsylvania, the limb onto which their govern-
ment had led them soon began to sag. During the 1980s,
facing the same onslaught of Japanese imports as Ameri-
can automakers, Volkswagen'’s sales in the U.S. slumped,
and the company was unable to make a profitat the plant.
By 1987, it was producing only 60,000 cars a year ata plant
designed for 200,000. Only half the number of jobs prom-
ised from the investment ever materialized. The produc-
tion line finally stopped in July 1988. Even then, though,
according to the terms of the agreement, Volkswagen did
not have to begin paying back its state-backed loans for
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another 10 years. The company went on to locate new
production facilities overseas, while Pennsylvanians were
left with little compensation for the generosity of their
elected officials.

Throughout the 1980s the Volkswagen deal was emu-
lated by other states seeking to attract foreign auto manu-
facturers, such as Kentucky’s $325 million package to lure
Toyota in 1988, Illinois’ $388 million deal over several
years to entice Diamond-Star Motors (a joint venture by
Chrysler and Mitsubishi), and South Carolina’s $130 mil-
lion package for BMW in 1992. But foreign auto compa-
nies were just one set of lucky firms who happened to
knock on states’ doors at opportune times. In 1992,
Minnesota provided some $270 million in loans to keep
Northwest Airlines from exiting the state. Over one eight-
month period in 1991, New York City handed out nearly
$360 million in tax breaks, cutrate energy, and rent and
construction subsidies to four companies and five com-
modity exchanges to keep them from relocating to New
Jersey or Connecticut.

SWEET DEALS

Here’s a partial list of the kinds of incentives and
policies state and local governments are currently using
to compete in the bidding wars for high-profile reloca-
tions:

Tax Abatements: These are the most straightforward
incentives offered to particular businesses. States and
localities agree not to levy property or corporate-income
taxes on firms for a specified period of time. In Alabama’s
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Lawmakers in Virginia have promised the Disney Corporation over $160
million in concessions to locate a theme park in the state.

case, it exempted Mercedes from paying
state income taxes for 25 years.

Tax Credits: There are as many de-
signs for credits as there are states. Several
states have followed the lead of Kentucky
Lieutenant Governor Paul E. Patton’s
1992 legislation establishing income tax
credits to businesses that reimburse as
much as 100 percent of their construction
and start-up costs over a 10-year period.
Other governments have enacted pro-
grams to offset the cost of equipment and
machinery or to reward companies with
credits for each job created.

Land: Many states tap special funds or
exhort major employers already in-state
to help pay for the preparation of a site
for a potential relocation. South Caro-
lina’s 1992 deal with BMW included buy-
ing 900 acres of land to be leased to the
company for $1 per year. In an attempt to
lure aerospace giant McDonnell Douglas
to a rural manufacturing site, the state of
Utah putup $500 million in tax incentives
and land. The state gave a new meaning
to the term “site preparation” by redraw-
ing the boundaries of a Democratic con-
gressman’s district so the proposed site
wouldn’t fall within it because he had
often clashed with McDonnell Douglas
about its military aircraft. Investments in
urban areas also receive state aid; former
New Jersey Governor Jim Florio lured
First Chicago Corporation and its 1,500 jobs from Man-
hattan to Jersey City partly by investing $6 million of state
fundsin a vacant office tower on the waterfront where the
company will locate.

Infrastructure: States often build highways, access
roads, water and sewer lines, and other infrastructure in
anticipation of a company relocation. For example, Ten-
nessee provided highway upgrades to improve access to
proposed Saturn and Nissan auto plants. Traditionally,
states and localities provide roads or water and sewer lines
to new residents or businesses. But many today are going
beyond basic necessities to provide relatively plush facili-
ties.

Development Bonds: Many states issue industrial de-
velopment bonds or allow local governments to do so to
help finance particular projects for businesses. These
bonds exempt bondholders from paying federal income
tax on interest.

State Promotion: While governors and other public
officials can be expected to serve as home-town boosters
for industries within their states, sometimes boosterism
has become a direct marketing and promotional subsidy
to a favored business, even at the expense of competing
firms in the same state. In an effort to save a struggling
American Airlines hub at North Carolina’s Raleigh-Dur-
ham International Airport (RDU), Governor Jim Hunt
started a campaign last year to encourage public and
private sector workers in the area to fly American when-
ever possible—angering American rival USAir, which
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maintains a large presence in the state both at RDU
Airport and at its successful Charlotte hub. Another ex-
ample of state promotion of particular commercial inter-
ests would be Alabama’s agreement to replace many
state-owned vehicles with Mercedes autos and to rename
a section of Interstate 20/59 in the state as the “Mercedes-
Benz Autobahn.”

Job Training: Going well beyond the funding of com-
munity colleges to provide cheap training opportunities
for workers, states are now promising special subsidies to
reduce companies’ training costs. At one point during the
Mercedes battle, North Carolina’s Governor Jim Hunt
quickly pushed a $35 million auto-manufacturing train-
ing facility through a skeptical legislature to be built on
the site of a proposed Mercedes plant near Mebane,
which was immediately dubbed “Mercedes University.”
Thinking this subsidy gave the Tar Heel State an upper
hand in the recruitment battle, Governor Hunt and his
Commerce Secretary, Dave Phillips, were shocked when
a Mercedes official casually suggested that North Carolina
pick up the salaries of its 1,500 workers for their first year
or so on the job, at a cost of $45 million. Since the workers
would be mostly in training at the state-funded facility,
the company official added, they wouldn’t really be pro-
ducing anything. That was too much even for Governor
Hunt and Mr. Phillips, who politely declined. Alabama,
however, agreed to a similar request.

ASKING QUESTIONS

There are serious questions of principle and practical-
ity involved in these multi-million corporate welfare deals.
Let’s examine just a few.

Incentive packages are unfair to existing businesses. If
you operate, for example, a large food-processing plant
in Alabama employing hundreds of people—but have
been in the state for 20 years—you won’t receive the kind
of assistance a new business, just recruited into the state,
typically receives. Of course you can threaten to leave, but
your threats may not be credible because of existing
investments and market conditions. And when a govern-
ment grants a package to one company, it encourages a
flood of similar requests that it cannot possibly fulfill.
“Every company from two employees to 2,000 comes in,
and their first question is, ‘What can you give mer’”
remarked Chris Clinton, president of the Chamber of
Commerce in Jackson, Tennessee to National Journal.

For small businesses, the situation is hopelessly unfair.
Most small firms will not be deemed important enough
to gain special treatment and subsidies, even though they
may well be competing for labor or consumers with new
big businesses wooed with lavish tax breaks. It’s a kind of
“political economy-of-scale” dilemma: There may be no
significant difference in economic terms between 100
companies adding 10 new employees each and a single
new company adding 1,000 at one site. Both result in the
same number of jobs. But politicians can only negotiate
with a limited number of businesses—and, naturally, at-
tend only the most important ribbon-cuttings. So govern-
mental efforts are more likely to be spent recruiting the
big employer rather than cultivating the 100 small ones.

Incentive packages fail to generate significant eco-
nomic gains. The fact is that no credible evidence has
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been advanced to support the notion that the activities of
state economic development offices—cutting deals with
big businesses, creating credit and subsidy programs,
etc.—make a real difference in the growth of a state
economy. One study of state economic performance
from 1964 to 1984 by Texas A&M University’s Bryan Jones
found that “Many state and local incentives to attract
businesses to specific locations seem to be ineffective.”

Another study was even more blunt: Margery Marzahn
Ambrosius of Kansas State University studied the impact
of eight state economic development policies—including
state revenue bond financing, special tax breaks, job
training subsidies, and subsidized land or infrastructure
improvements—on total production and unemployment
in state economies. “None of these economic develop-
ment policies can clearly demonstrate a positive effect on
measure of state economic health,” Ms. Ambrosius wrote.
“It the public policy goal is to increase state economic
growth, rather than to aid business without any benefit to
the larger state economy, citizens and policymakers must
ask whether the funds presently spent on state economic
development policies could be more productively in-
vested in other endeavors.”

The opportunity cost of providing these incentives is
clear. Simply by reducing the tax rates for everyone,
rather than targeting breaks for selected industries, states
could generate much more bang for the buck. Studies by
many researchers show that the state and local tax burden
on business plays at least a moderate role—and perhaps
a major one—in business recruitment, start-ups, and re-
tention. Richard Vedder of Ohio University has found
that the 10 states that lowered taxes the most from 1979
to 1989 grew on average more than twice as fast as the 10
states that raised taxes the most during the same period.
Job growth follows the same pattern. Stephen Moore,
director of fiscal policy studies at the Cato Institute, found
that states with the highest top income tax rates in 1991
experienced job growth rates that were more than 1.5
percentage points lower than the national average, while
the low-tax states in his study had job growth rates more
than five percentage points higher than the national
average.

Interestingly, small businesses seem to be more re-
sponsive to tax changes than the larger businesses so
often courted with tax breaks. A study by Timothy Bartik
of Vanderbilt University found that local property taxes,
in particular, have a strong negative impact on small
business starts because these companies may show little if
any profit in their first years of operation.

Incentive packages can distort labor and consumer
markets. As states have increasingly taken it upon them-
selves to manage an industrial policy within their borders,
they often use incentives to channel development to areas
with political influence or to those they deem needy.
Then-Arkansas Governor Bill Clinton got a law enacted
in his state to give corporations an income-tax credit
worth 100 times the average wage of each new worker—
and 200 times the average wage if a plant is located in a
high-unemployment county. While these areas may need
economic growth, it’s not clear why the state should favor
them with such a broad-brush policy when other areas
may be better locations for particular business invest-
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ments. Mr. Clinton, for his part, defended incentive
strategies even in the face of lackluster results: “The
reason we have 25 percent unemployment in parts of the
Arkansas delta is not because I don’t work 60 hours per
week . . . It’s because of national political policies and
international economics that I can’t do anything about.”
Too many governors, fixated by incentive-package think-
ing, have exaggerated their role in fostering economic
development and controlling market decisions.

Incentive packages often constitute “shakedowns” by
companies already planning to relocate in a state. Not
only do these policies rarely result in total economic
growth—because they shift existing investment around
or even hurt growth by imposing costs on the bulk of
taxpayers—but they may also fail at their primary task,
which is to land a specific business relocation. There is
plenty of evidence to suggest that companies take advan-
tage of states by pretending to move elsewhere when they
have no intention to, or telling recruiters they are still
deciding on a location when in fact they have already
chosen one because of such important issues as access to
markets, labor costs, unionization, and proximity to ex-
isting suppliers.

The BMW example, in which South Carolina provided
$130 million to secure the auto manufacturer’s invest-
ment in the state, illustrates the dangers of incentive
negotiations. Douglas Woodward says that BMW already
had decided on South Carolina on the basis of other
factors before getting the special breaks. “They played us

ALABAMA AGREED TO
RENAME A SECTION OF
INTERSTATE THE
“MERCEDES - BENZ
AUTOBAHN” WHEN THE
COMPANY OPENED A
PLANT THERE.

off Nebraska to get a better deal,” he says. In another
case—the General Motors (GM) Saturn plant that went
to Tennessee—Mr. Bartik and his colleagues found that
the Spring Hill site near Nashville was the most suitable
site for the plant before the tax abatements it offered were
factored in.

Incentive packages are often put together in secret,
without appropriate discussion among lawmakers or the
public. Only now, for instance, are all the details of
Alabama’s deal with Mercedes coming to light, and state
residents are uncomfortable with what has been prom-
ised. The secrecy surrounding many of these negotiations
keeps state officials from hearing alternative points of
view from other levels of government, economists, or
private citizens that might have a bearing on what the
state is offering. Also, there is the issue of constitutional-
ity. Are special tax breaks and other targeted help, prom-
ised in secret negotiations and enacted with little public
input, consistent with the careful wording of state consti-
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tutions? In many states, new tax obligations must be put
to a public vote, but abatements and credits—which, in
effect, impose the costs of new business investments,
mainly in infrastructure, on the bulk of a state’s taxpaying
firms and individuals—are not taken to the people for a
vote.

The Mercedes case provides an example of just how
far companies will go to try to put the best face on the
negotiating process. Just three weeks before Mercedes
made its decision public, its lawyers worked up a contract
saying that if North Carolina were not chosen, its state
officials still would “respond in a positive light.” The
company also proclaimed throughout the process that it
was considering all facets of a potential investment, and
that incentives would not play a major role in the deci-
sion. But the company’s representative in the United
States sent a confidential letter to North Carolina’s com-
merce secretary stating that incentives “must be very
attractive initially to be considered further.” It seems clear
that many state officials, with varying degrees of experi-
ence in the real business world, are largely defenseless
against a big company with clever negotiators and lawyers.

Incentive packages can leave taxpayers holding the
bag. Despite attempts by states to hold corporations to
their word—including contracts with specific promises of
Jjobs and investment—there is really no way to guarantee
the job growth and investment promised. When states
and local governments have tried to recoup subsidies they
have given to emigrating companies, they have usually
lost. Last year, Ypsilanti, Michigan lost a court battle to
keep General Motors from closing down a manufacturing
plantin the city. The local government had just given GM
a$13 million tax credit to try to keep the plant going, and
at least sought to recoup some of that money. But the
Michigan Court of Appeals wrote that, “It has never been
held that ... an abatement carries a promise of continued
employment.”

Lost tax revenue is one thing. But it’s much worse
when the taxpayers fund road improvements, land devel-
opment, training centers, and other infrastructure, only
to have a company back out of a deal at the last minute.
But that’s what happened to the state of North Carolina
and local governments seven years ago, when RJR
Nabisco approached them about building a $600 million
bakery just outside of Raleigh. The government built
roads and access ramps to the site, while the state legisla-
ture, at the company’s urging, changed the state’s tax
code to benefit manufacturers such as RJR Nabisco. But
the bakery was never built, and now the new road is used
mainly for a light show during the Christmas season.

REAL GROWTH STRATEGIES

With all the evidence identifying major risks with the
incentive-package approach, it’s difficult to see why states
continue to pursue it. Desperation may be one explana-
tion; generally speaking, it’s the states with lackluster
economies that tend to offer the biggest packages and
spend the most time on activist development policies. But
another is politics. A governor or state legislator can
establish-—at least in the context of a political cam-
paign—a cause-and-effect relationship between his ac-
tions and the appearance of a new employer, even if the
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cost is too high or the employer pulls out after 10 years.
In the short-term, these deals have proven to be political
gold mines.

Some politicians seem to be thinking more in the long
term these days. Illinois Governor Jim Edgar, who chairs
the National Governors’ Association’s committee on eco-
nomic development, spent much of 1993 trying to get
other governors to sign a “non-aggression pact” to limit
the size and type of incentives packages offered to busi-
nesses. Unfortunately, even if such an agreement were
reached and adhered to, there is no guarantee that gov-
ernors, legislators, and other state leaders would instead
focus on a true free-market strategy for stoking state
economic engines.

UNILATERAL DISARMAMENT

I think a better strategy is one that some states are
already following to a limited extent: Unilateral disarma-
ment. Don’t worry about what other states are doing to
land high-profile big businesses. Instead, follow these
seven steps:

1. Cut or eliminate income taxes for everyone. South
Dakota, for example, usually ranks very high in studies of
state economic growth: In a November 1993 U.S. News &
World Report survey, the state ranked second in growth
since the 1991 recession. One reason is that the state
levies neither corporate nor personal income taxes. Both
large and small businesses benefit from this policy. Citi-
corp moved its operations to Sioux Falls several years ago,
and computer maker Gateway 2000, one of the nation’s
fastest-growing private firms, is located in North Sioux
City. Tax reductions need not result in lost revenues or
budget deficits. Cato’s Stephen Moore provides the ex-
amples of New Hampshire and Vermont. In 1987, New
Hampshire had a lower per-capita tax burden as a per-
centage of personal income than any of the 50 states,
while Vermont ranked 36th. But New Hampshire’s reve-
nue collections grew more quickly than Vermont’s from
1975 through 1987. Unfortunately, New Hampshire frit-
tered away its tax advantage through rate hikes from 1988
to 1990—and suffered a severe recession.

2. Cut spending on the local level so property taxes can
be reduced. In Michigan, Governor John Engler’s pro-
gressive spending and tax policies have helped to stimu-
late business growth, allowing the state to more than
offset losses in auto manufacturing jobs with employment
in other areas. Property taxes have a strong negative
impact on growth, particularly for small businesses, so Mr.
Engler’s elimination of property-tax funding for local
schools last year will be an economic stimulus over the
next few years. Economists expect the state’s unemploy-
ment rate to fall below the national average for the first
time since 1966.

3. Reform elementary, secondary, and post-secondary
education through choice and competition. In the long
run, a better-educated workforce will be more productive
and more easily retrained—factors that businesses really
do think are crucial when making location decisions. So
far, governors and mayors in Wisconsin, New Jersey, and
Puerto Rico are leading the way in the public sector, while
business leaders and foundations have created private
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States that want to win the high-stakes development
game should fold on sweet deals for big business.

scholarship funds in several states to give choice a chance
to prove itself as an education reform.

4. Use private contractors and new technologies to
construct needed highways that will pay for themselves
through electronic-toll collection. Increasing the effi-
ciency of transportation investments will pay off in job
and income growth in the long run. Private-sector inno-
vators in both California and Virginia received state ap-
proval to construct toll roads using the new technologies.

5. Reduce burdensome state and local regulations.

6. Reform health care on the state level to reduce waste
in the system, increase competition among providers, and
reduce cost on business.

7. Reduce state spending on welfare and other pro-
grams which, studies show, discourage work and sap re-
sources from the productive sector of the economy.

TIME TO FOLD

The shoddy track record of state incentives to lure and
sustain healthy businesses ought to convince state law-
makers to put the skids on these massive giveaway
schemes. All the evidence indicates that businesses will
start up or relocate the old-fashioned way—in a state
economy thatis nourished on low taxes, restrained spend-
ing, and low regulation. Thus, states that really want to
win the high-stakes economic development game should
fold their hands and take their money elsewhere. z
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PoLITICS FROM THE SHADOWLANDS

C. S. Lewis on Farthly Government

JonN G. WEST JRr.

Even betore the film Shadowlands, C. S. Lewis was
probably the most widely recognized Christian thinker of
the 20th century. By the end of the 1980s, his works—in-
cluding Mere Christianity, The Screwtape Letters, and The
Chronicles of Narnia—had sold more than 70 million cop-
les, an achievement that surely places Lewis among the
best-selling authors of all time.

Lewis is most appreciated today for his superlative
imagination and his lucid defense of Christian ortho-
doxy. But he also was a keen observer of social and
political affairs. As Americans struggle to define the
proper relationship between religious faith, moral prin-
ciple, and political action, there is much that they might
learn from this inimitable British academic.

PERMANENT IN THE POLITICAL

Turning to C. S. Lewis for advice about politics is
undeniably a bit paradoxical. According to stepson David
Gresham, Lewis was skeptical of politicians and not really
interested in current events. He even observed that he
had no use for the “great issues” of his day. “Lord! How I
loathe great issues,” he wrote in 1940. “Could one start a
Stagnation Party—which at General Elections would
boast that during its term of office no event of the least
importance had taken place?”

Lewis likewise avoided making partisan commitments.
During the 1930s, he told astudent that he refrained from
donating money “to anything that had a directly political
implication”; in 1951, he declined a title offered him by
Prime Minister Winston Churchill (whom he greatly ad-
mired), because he feared that critics would seize upon
the honor as evidence that his “religious writings are all
covert anti-Leftist propaganda.”

Despite this seeming indifference to political life, Le-
wis wrote about a variety of political topics, including
crime, war, censorship, capital punishment, conscrip-
tion, socialism, vivisection, the welfare state, and the
atomic bomb. When he discussed these matters, however,
his primary concern was not public policy. Political prob-
lems of the day interested him only insofar as t