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REASON articles continue to attract 
interest from many quarters. Our famed 
Love Canal expose is being reprinted for 
distribution to the stockholders of Oc- 
cidental Petroleum, parent company of 
Hooker Chemicals & Plastics, the firm 
invcilved in the story. And the Chicken 
Little Club, which called the article a 
“painstaking analysis,” has awarded its 
Cluck of the Year award for 1980 to jour- 
nalist Michael Brown. It was Brown, 
you’ll recall, whose book Laying Waste: 
The Poisoning of America by Toxic Chem- 
ic&, erroneously blamed the Love Canal 
seepage on Hooker instead of the city. 

Another REASON story has made 
history, of a sort. Our May 1976 article 
on the highly successful Arizona private 
fire protection firm, Rural-Metro Fire 
Department, Inc., was later picked up by 
CBS’s 60 Minutes. That exposure, in turn, 
has led to creation of similar operations 
in Illinois and Georgia. But now comes 
the ultimate compliment: Rural-Metro 
has become the subject of a Harvard 
Business School case study. And on 
March 23 Rural-Metro founder Louis A. 
Witzeman and vice-president Ron Butler 
took part in a series of classes at the 
Business School, conducted by Prof. 
David H. Maister. By sheer coincidence, 
I was in Boston that day and was able to 
participate in the afternoon seminar. 
Privatization of public services has come 
a long way since 1976. 

The Reason Foundation recently 
helped to bring together economists and 
philosophers to discuss relationships be- 
tween the two disciplines-for example, 
can economists really operate as “value- 
free” scientists, or do such basic tools of 
their trade as “value,” “trade,” and 
“property rights” carry with them nor- 
mative overtones? Cosponsored by the 
Foundation for Advanced Studies in 
Liberty and the Institute for Humane 
Studies, and coordinated by Leonard 
Liggio of those groups and Tibor 
Machan of the Reason Foundation, the 
conference took place March 28 at 
California State University, Northridge. 
Among those participating were Founda- 
tion trustees William Niskanen and Nor- 
man Karlin, advisory board members 
Cheri Adrian, William Allen, and John 
Hospers, and economists David Fried- 

man, Jack High, and Thomas Hazlett. 
While no consensus was reached on the 
conference topic, the  discussions 
stimulated a great deal of thinking. 

Our editorial staff members con- 
tinue their public activities. Senior Editor 
Tibor Machan had an op-ed page article 
published in the Washington Star in April 
called “Countering Corporation Phobia”; 
it was timed to commemorate (anti) Big 
Business Day. Assistant Editor Christine 
Dorffi had hn article on abortion in the 
March issue of Liberty, published by 
Students for a Libertarian Society. 
Meanwhile, I addressed the Los Angeles 
Chamber of Commerce in April on the 
subject of privatization of public serv- 
ices. I also spoke at the Future of 
Freedom conference in May on new ap- 
plications of private property rights and 
have also joined the board of advisors of 
Human Action to Limit Taxes, a Van- 
couver, BC organization. The other ad- 
visors are economists Henry Hazlitt and 
Hans Sennholz. 

Robert Chitester’s Public Communi- 
cations, Inc., the innovative producer of 
the Milton Friedman Free to Choose TV 
series and the Stan Freberg Federal 
Budget Revue, is off on another project. 
Called Jamaica in Transition, it will be a 
one-hour television special on the shift 
toward a free-market economy in that 
island nation since last fall’s election of 
prime minister Edward Seaga. Co- 
producer of the program is the Univer- 
sity of Miami Law and Economics 
Center. 

The Reason Foundation’s major 
study of deregulation will be published 
this September. Nearly two years in the 
making, the book presents evidence and 
arguments for substituting marketplace 
arrangements for major government reg- 
ulatory agencies like the FCC. OSHA, the 
FDA, and the EPA. Called Instead of 
Regulation, the book is being published 
by D. C. Heath/Lexington Books. It will 
be introduced at a congressional and 
press briefing in Washington this fall. 
Contributions to help us publicize this 
important book would be most welcome 
(and, of course, are tax-deductible). 

-R. Pi  
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Bernard H. Siegan 
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Rethinking Foreign Aid 

LAST JANUARY, OFFICE OF MANAGEMENT AND BUDGET 
Director David Stockman proposed cutting $2.6 billion in 
federal subsidies to farmers, aircraft manufacturers, interna- 
tional banks, and multinational corporations. The proposal 
promptly ran into a buzz saw of opposition-not just from the 
interest groups themselves but from. . .the State Department. 
For the subsidies in question go by the name of foreign aid. 

Mention this term to the average person, and you create an 
image of starving children in the Sahel, CARE packages, and 
courageous doctors wiping out malaria. That’s a very conve- 
nient image for Chase Manhattan Bank, Boerng, and General 
Electric to cultivate. But it’s a fraud on the American tax- 
payer-a fraud that is long overdue for exposure. 

The fact is that the major foreign aid programs serve the in- 
terests of large corporations, the foreign service bureaucracy, 
and ruling elites of the recipient countries. Individual citizens 
of those countries benefit little, if at all, from these billion- 
dollar boondoggles. 

You’d like specifics? The Food for Peace Program (PL 480) 
was created specifically to dispose of agricultural surpluses 
generated by the government’s farm subsidy programs. Fur- 
ther tax dollars are used to buy up this food (which would 
otherwise remain in the marketplace exerting downward 
pressure on prices) and send it to places like Bangladesh- 
where it is not given to the poor at all but sold by Bangladesh’s 
government to the urban middle class. 

Aid dispensed by the International Monetary Fund and the 
World Bank serves primarily to prevent Third World govern- 
ments from defaulting on their loans from Citibank, Chase 
Manhattan, and Manufacturers Hanover Bank. Direct US 
aid-even its supporters admit-is spent largely on contracts 
with US multinationals to construct huge government-owned 
infrastructure projects, thereby helping to increase the power 
of ruling elites in those countries-witness the Shah of Iran. 

And two other components of foreign aid explicitly subsidize 
big business. The Export-Import Bank provides subsidized 
loans to foreign governments so they can buy US-made prod- 
ucts; in recent years, the major beneficiaries have been Boeing 
and McDonnell-Douglas. And the Overseas Private Invest- 
ment Corporation (OPIC) provides taxpayer-funded insurance 
against nationalization for facilities constructed overseas. Half 
of all OPIC’S coverage extends to just 10 giant firms, including 
Chase Manhattan, General Electric, Manufacturers Hanover, 
Hooker Chemical, and International Paper. (Smaller firms, in- 
terestingly enough, are increasingly finding that they can pur- 
chase political risk insurance in the private marketplace.) 

The critics of this giant con game span the political spec- 
trum. Liberal agricultural specialists William and Elizabeth 
Paddock spent 10 years working in Guatemala in the 1960s; 
their 1973 volume on foreign aid and the attempt to promote 
development was titled, aptly, We Don’t Know How. Classical 
economist P. T. Bauer, in Dissent on Development (1972), 
showed how aid programs inhibit development because they 
are based on economic misconceptions. More recently, in Aid 
as Obstacle, leftist writer Frances Moore Lappe reluctantly 
concluded, as well, that “the aid we give is actually making 
development in dozens of countries worse, not better.” 

Even if foreign aid did what its supporters claim it does-im- 
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prove the lives of people in Third World countries by pro- 
moting economic development-it is not a legitimate function 
of the US government to do so. So argues economist Dwight 
Phaup in the Heritage Foundation’s Agenda for Progress 
(1981). Stating that spending for foreign aid must be judged on 
the same basis as domestic spending programs, Phaup con- 
cludes that “the taxpayers should be able to have a reasonable 
expectation that foreign affairs programs will generate some 
benefit which clearly accrues to the citizens of the US (and 
which would not otherwise be provided through private ar- 
rangements).” Nearly all of the existing foreign aid programs, 
Phaup concludes, fail this test. 

But Phaup’s basic point-that aid should involve a quid pro 
quo-all too easily provides a license for interventionism. “Ij 
you don’t have foreign aid, you don’t have a workable foreign 
policy,” an alarmed diplomat told Time in the aftermath of 
Stockman’s proposed cutbacks. In other words, if the govern- 
ment’s aim is to control and manipulate affairs in other lands, 
foreign aid is an essential lever. By the same token, if one’s 
aim is to end that sort of intervention, getting rid of foreign aid 
is an essential precondition. Only where buying off other 
governments can directly contribute to the defense of this 
country should such quid pro quos even be considered. 

What about the plight of the world’s impoverished masses, 
then? Isn’t there anything our government can legitimately do? 
In fact, there are several things it could do. One would be to 
eliminate the laws that prevent Third World peoples from sell- 
ing their products to Americans-tariffs, import quotas, 
“orderly marketing agreements,” etc. Another would be to 
get rid of tax and regulatory policies that discourage US firms 
from investing capital in other countries. 

But the most important efforts lie in the intellectual arena. 
Through participation in international forums and through its 
own communications media (for example, the Voice of 
America), our government could educate Third World people 
on what it takes for real development to occur. As Jude Wan- 
niski and other supply-siders have pointed out, the countries 
that have prospered have been precisely those that did not 
follow the advice of “development economists” of the IMF and 
the World Bank by imposing progressive income taxes and 
building up a costly governmental infrastructure (see Bruce 
Bartlett’s article on p. 48). Instead, places like Hong Kong, 
Taiwan, and the Ivory Coast created a climate that fostered 
entrepreneurship: low taxes, minimal regulation, and secure 
property rights. 

What a tremendous success story we have to sell, if only 
those who make US foreign policy could be brought to under- 
stand it themselves! As long as they remain the captives of the 
status quo interests of Boeing and Chase Manhattan, our 
policymakers will continue to promote big government in the 
Third World. Only a rediscovery of the principles of in- 
dividualism and free enterprise will make possible a radically 
different foreign policy-one that offers hope for creating real 
wealth by unleashing entrepreneurship around the world. 

I 



omantic love:’ writes psychologist Nathaniel R Branden, “is a passionate spiritual- 

NAME 

I ADDRESS 

emotional-sexual attachment between a man and a 
woman that reflects a high regard for the value of 
each other‘s person.” 

Waf Low Is, Why Love Is Born. 
Why It Sometimes Grows, 
Why It Sometimes Dies 

Nathaniel Branden 
Author of The Psvchobw of Sel f -Es t fmi  

T H E  PSY- 
CHOLOGY OF 
ROMANTIC LOVE 
addresses itself to 
one of the most im- 
portant but least 
understood aspects 
of our existence: 

. love between a man 
and a woman-what 
it is, why it is born, 
why it sometimes 
grows, and why it 
sometimes dies. It is 
not a sex manual or 
“how-to” book. Its 
goal is to make 

romantic love intelligible- to enrich people’s under- 
standing of such love-and to celebrate this ideal as a 
realistic and worthwhile attainment for men and 
women of all ages. 

neurotic product of modern Western culture. Yet 
people continue to fall in love. Dr. Branden believes 
the vision refuses to die because it answers profound 
human needs. “I am writing from the conviction that 
romantic love is not a fantasy or aberration but one of 
the great possibilities ofour existence,” he says. “But it 
requires more of us in terms of our personal evolution 
and maturity than we generally appreciate.” In this ex- 
citing new book he concludes that romantic love can 
be a reality for those who understand its nature and are 
willing to meet its challenges. 

The vision of romantic love is often scorned as a 

”This is a bold, important book. THE PSY- 
CHOLOGY OFROMANTlC LOVE will do 
more for lovers than all the sex manuals on 
the shelves.” 

George Leonard, 
author of THE ULTIMATE ATHLETE 

A Psychology Today Book Club Main Selection 
Published in June, 75,000 copies in print. 

A Nathaniel Branden 
Anthology 

ow available for the first time in one N volume, this anthology of his three previ- 
ous bestselling works will give his audience-and a 
whole new one-an opportunity to have the basic 
material of his thinking. He  has also written a special 
essay for this edition. 

The Psychology of Self-Esteem deals with the 
meaning of self-esteem, the relation of reason and 
emotion, the nature of free will, and the impact of 
self-esteem on motivation, work, friendship, sex, and 
romantic love. 

Anthology 
The Psychology of 

Self‘Esteem 
Breaking Free 

The Disowned Self 

- 
- 

Breaking Free 
addresses itself to 
anyone who is dis- 
satisfied with his or 
her present level of 
self-understand- 
ing and wishes to 
learn more about 
the process of 
personality and 
psychological 
development. 

Self deals with 
the problem of 
self-alienation and 
how people can 

The Disowned 
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Nothing Sinister 
Some concern has been expressed that 
my article, “The Plot to Take Over 
America’s Railroads” (Mar.) may have 
implied in some people’s minds that 
Federal Railroad Administration officials 
have accepted payoffs from the industry 
they regulate. It is worth emphasizing 
that I have encountered no evidence for 
such a suggestion. 

Indeed, I want to separate myself from 
the simplistic and unjust interpretation of 
events that leads to “conspiracy 
theories” about government activity. My 
article, readers should note, acknowl- 
edged an overt official policy of pro- 
moting progress in the transportation 
sector. It also posed a contradiction in 
such policies: when an agency commits 
itself to funding, promoting, and defend- 
ing a given set of innovative ideas, it 
necessarily positions itself in the 
marketplace, impacting approaches not 
so favored. Therein lies the “plot” of the 
story-one entirely consistent with good 
intentions on the part of the regulators. 
We all know that governmental activity 
should be evaluated in light of its 
unintended as well as intended effects. 
Such consequences of economic regula- 
tion are usually far more important in the 
scheme of things than either the per- 
sonalities involved or the stated policies 
themselves, and in the case of the FRA we 
need not question the integrity of public 
officials in order to prove our point about 
regulation. 

William D. Burt 
Greenwich, CT 

Enlightening Edit or ial 
I thought that your April editorial was 
very good. I think it is very important to 
show in fact what we know in theory- 
that the Soviet Union is increasingly 
vulnerable due to its economic system. 
Recent studies, both by the Pentagon 
and private groups, indicate the overall 
superiority of the NATO Alliance over the 
Warsaw Pact armaments. For example, 
the Soviets keep outmoded non-jet air- 
craft in their main force, while the 
United States puts them in storage and 
does not count them in the defense 
estimates. 

More important, your point for the 
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necessity to make the moral case for 
capitalism needs to be placed in the 
center of discussion. Since the beginning 
of the Cold War, the West has made the 
case for various f o m s  of noncapitalism- 
welfare state, democratic socialism, etc. 
Those making the case for capitalism 
want to emphasize the efficiency side. 
That is an argument that has been made 
very well in theory and practice. Yet, if 
people are not convinced of the moral 
casle, they will be hostile to capitalism. 

Again, the editorial was first-rate. 

Leonard P. Liggio 
Menlo Park, CA 

Hands Off, Period 
In his May editorial, “Facing Reality in 
Latin America,” it really seems strange 
that Mr. Poole should reject a suggestion 
that the United States should have de- 
stabilized Somoza while setting forth his 
own suggestion that we should exchange 
our farmers’ right to sell their products 
to the USSR for the removal of Soviet 
bases in Cuba and a promise of non- 
interference in El Salvador. I was not 
aware that embargo was a libertarian 
tool of foreign policy or that Soviet ac- 
tivities in Cuba were any of our business. 

The Soviets have nuclear subs, ICBMs, 
and orbital missiles. How can they 
possibly be any greater a threat to our 
legitimate interests than they already 
are? Mr. Poole’s “reality in Latin 
America” is obviously a watered down 
form of realpolitik for Latin America. If 
embargo is a legitimate tool in peace- 
time, where do we draw the line? Or is 
Mr. Poole tacitly endorsing the Cold 
War? 

I have no qualms about building up our 
defensive capabilities by developing new 
weapons, as was suggested in an earlier 
editorial, but this tough talk about 
“tough diplomacy” seems out of place in 
an editorial that preaches a US policy of 
“hands off” and “mouths closed.” Mr. 
Poole seems to me to sometimes go over- 
board in his effort to find compromise 
solutions. If the free market works so 
well, then why hamper our economy with 
an embargo every time the Soviets in- 
vade a client state? Why should our 
farmers’ livelihood and our balance of 
payments depend on tough diplomatic 
bargains?. . .It seems very unrealistic to 
me to expect the Soviets to abandon their 

only advanced base, when we have them 
encircled with bases, in exchange for 
food and technology that they can buy 
elsewhere. 

I believe that Poole’s editorial only 
blurs the reality in Latin America by 
quoting State Department figures. The 
El Salvadoran’s primary sources of guns 
are the United States and Western 
Europe. And I would take with a grain of 
salt the new fantasy about running guns 
which we abandoned in Ethiopia and 
Vietnam. Even if it was 800 tons, and if, 
as Poole failed to mention, most of it was 
second-hand US goods, those Soviet 
devils sure found an ironic way of screw- 
ing Uncle Sam this time. 

Steven B. Vandervelde 
Columbia, SC 

What to Do 
about Progressivism 
The article by Paul Ciotti (“Socialism. . . 
On the Street Where you Live,” Apr.) 
sounds a warning we must heed. 

Here in Philadelphia, the Democrats 
control city government through a tradi- 
tional machine that lives off patronage 
and favors. The Republicans are totally 
bankrupt intellectually and exist only on 
the crumbs left them by the Democrats. 
The only “new ideas”’ come from the 
“progressives” organized in the Con- 
sumer Party, a collection of mostly in- 
telligent leftists masquerading a s  
“friends of the people.” Their chief 
issues are a takeover of the electric com- 
pany monopoly, imposition of rent con- 
trols, taxation of business while prevent- 
ing them from leaving the city, and forc- 
ing suburban taxpayers to further sub- 
sidize urban transit and education. 

Mr. Ciotti leaves open the question of 
what we can do to stop these new power- 
seekers. In talking with Consumer Party 
people, I’ve found that their analysis of 
what is wrong matches the libertarian 
analysis in many respects. But, while we 
seek to roll back government interven- 
tion-for instance, by ending the electric 
company monopoly-they want to in- 
crease the power of government, as long 
as the power is in the right (that is, their) 
hands. 

The fact that more and more in- 
telligent people have identified these prob- 
lems makes it easier for libertarians to 
have their ideas accepted by those who 



have not yet been sucked into the 
“economic democracy solution.” We 
have to do a much better job of demon- 
strating why a society modeled on the 
free market, and not on State capitalism 
or socialism, is more just, more compas- 
sionate, and more healthy for all individ- 
uals. Once we do that, the Tom Haydens 
and other power-seeking elitists will be 
finished. And, if we don’t make the in- 
tellectual fight, who will? 

David K. Walter 
Warminster, PA 

A Wordy Disclaimer 
A review in REASON (Mar.) by Geoffrev 
Nathan of a book by Geoffrey 
Sampson attributes to me the following 
positions: I claim that my socialist anar- 
chist political beliefs “flow out of [my] 
discoveries about the nature of human 
language”; I “virtually equate” be- 
haviorism with empiricism; I claim that 
since empiricism is wrong, “liberalism 
(libertarianism). . .must also be wrong”; 
I claim that “empiricism leads necessar- 
ily to totalitarianism.” 

I quite agree with Nathan in criticizing 
these positions. In fact, a person who ad- 
vocated them would merit sympathy 
rather than criticism, since they verge on 
cretinism. The same may be said of 
anyone who is so deluded as to believe 
that ideas concerning social and political 
organization “flow out of” discoveries 
about the nature of human language. I 
also do not doubt that Nathan received 
the impression that I hold these ridicu- 
lous views from the book that he is 
reviewing, combined with his own gross 
misreading, e.g., of the single passage of 
mine that he cites. Nathan describes the 
book he is reviewing as a contribution to 
scholarship of a “libertarian orienta- 
tion.” If he had taken the trouble to com- 
pare its fabrications with my own 
writings, he would arrive at a rather dif- 
ferent conclusion. However, it is not my 
purpose here to discuss the level of 
“scholarship” in this study, but rather to 
disassociate myself from the nonsensical 
views that Nathan, relying on Sampson, 
attributes to me. 

Noam Chomsky 
Cambridge, MA 

Prof. Nathan replies: Having spent 
the last week comparing Sampson’s alle- 
gations to Chomsky’s actual writings, I 
am forced to conclude that Sampson is in 
fact correct. First, it is clear that Chom- 
sky (as well as virtually all practicing 

linguists, myself included) believes at 
least some variety of rationalism “flows 
out of” his discoveries of the nature of 
language. Now, in the introductory 
pages to Language and Responsibility, 
Chomsky explicitly denies any connec- 
tion between his linguistic theories and 
his political views. This denial is con- 
tradicted, however, in numerous places, 
by the strongly implied equation of capi- 
talism with behaviorist doctrine. For ex- 
ample, in For Reasons of State, he equates 
“differential wages” with the variable 
reinforcement schedules of Skinner, and 
he twice equates capitalist ideology and 
behaviorism. As just one further exam- 
ple, in Language and Responsibility 
Chomsky asserts that the resilience of 
empiricism as a philosophical tenet is due 
to its usefulness in maintaining “capital- 
ist ideology and capitalist institutions.” 
Thus it is quite clear that Chomsky feels 
there is an intimate connection between 
political ideology and the basic epis- 
temological dichotomy of empiricism 
versus rationalism. It is also beyond 
doubt that Chomsky (any many others) 
considers his discoveries about the 
nature and organization of language to 
have substantially refuted the empiricist 
view of learning. Perhaps the connection 
is not always explicit. Nevertheless, it is 
there. 

An Amtrak Defense 
~~ ~ 

Your attack on Amtrak in the “Con- 
gress’s Toy Trains” article (May) has 
brought me to the reluctant resolution 
that I shall not be renewing my subscrip- 
tion to REASON at the end of its present 
term. 

Firstly, I do not like the discussion of 
any serious subject with pejoratives and 
denigration. But the substance and the 
selection of this target also leave me 
discontented. Amtrak holds together a 
skeleton network of transportation that 
will be needed someday and will be re- 
expanded. But the cost of reestablish- 
ment will far overshadow the cost of its 
maintenance. If it requires current sub- 
sidies, they at least result in reducing the 
cost of the subsidized service. By con- 
trast, consider the cost of the agricultural 
price support program, which not only 
costs tremendous sums for the direct 
price support operation, but also even 
greater indirect charges in the form of 
higher prices for consumers. 

When you devote so many pages to the 
attack on Amtrak, while leaving more 
egregious problems untouched, it leads 
me to the belief that you select your 

Americans are worried about their 
investments. Stocks, bonds, even 
high-yield certificates have become easy 
prey for the talons of inflation. 
That‘s why more and more thoughtful 
investors are putting part of their money 
into gold and silver. Over the years 
precious metals have stubbornly held 
their value-especially during periods of 
rampant inflation. 
Besides, gold and silver are uniformly 
priced and valued all over the world- 
making it easy to buy here and sell there. 
Gold and silver are portable-easy to 
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And, they are highly liquid-making 
them easy to sell at any time. 
Which adds up to a nearly perfect 
investment. 
Get our free information kit: 
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targets on the basis of the estimated 
political clout of the reaction likely to be 
produced, rather than the measure of 
damage to the‘country. I think it is the 
latter which should be controlling. Am- 
trak was done much harm by its aban- 
donment of center city stations. Consider 
Norfolk, Jacksonville, and Cleveland, for 
example. Certainly, the outrageous 
featherbedding practices should be 
stopped. But the whole thing seems to 
cost less than the cost overrun on one 
Trident submarine. The article touched 
on the subject of the highways, but not 
on the fact that the 40-ton trucks that are 
the reason for most of the highway 
system’s construction and maintenance 
costs do not pay any significant part of 
these incremental costs demanded by 
their legalized presence. 

George V. Eltgroth 
Stamford, CT 

Reading Report 
Thank you for Scott Palmer’s article 
(May) on public education, In the area 
where I live there are only two choices of 
schools: public school or the school 
operated by the Pentecostal Church. 
When gasoline was cheaper, I brought 
my daughter to a Montessori school 20 
miles from here. She attended Montes- 
sori for three years; as a result she was 
eager to learn and had a positive attitude 
toward “going to school.” 

Most of your readers are familiar with 
the Montessori method of teaching and 
know of the wonderful results they 
achieve. When Fara was three, she could 
recognize the alphabet letters and began 
reading simple words at age four. How-, 
ever, in first grade at the public school, I 
was told Fara could not read. In second 
grade, she was placed in a reading lab for 
slow learners. She finished the lab 
reading on a fourth grade level while still 
in second grade. Yet in the third grade, 
she once again began to get bad grades in 
reading. I found this hard to understand 
because Fara could read anything at 
home that she wanted to read. I asked 
Fara to bring home her reading text book 
and there I realized what the problem 
was. The story she read to me was about 
a turtle named Theodore who kept losing 
his clothes from room to room and could 
not seem to get himself together enough 
to go out. Halfway through the story 
Fara stopped and said, “Mommy, it’s 
just so boring.” I had to agree. I give 
Fara money to buy books of her own 
choosing now, and I pay very little atten- 
tion to her report cards. 

I very much wish I had a better choice 
of schools to send my children to. Tax- 
payers are being ripped off for public 
education to the point of the whole thing 
being a very sad joke; no one is laughing. 

Cheryl Boswell 
Denham Springs, LA 

C<onservatism’s 
Contradictions 
- - 
Columnist George Will has finally said 
openly, in his syndicated column, what 
many ex-conservative libertarians real- 
ized for ourselves some time ago. Con- 
servatism as a political philosophy re- 
quires a strong central government. Mr.. 
Will was totally correct when he said that 
calling oneself a libertarian-conservative 
is akin to being a promiscuous celibate. 

I can speak from personal knowledge 
as a former Goldwater Republican and 
an ex-Bircher. The Bircher slogan, 
“Less Government, More Responsibil- 
ity,” sounds good. As always, we must 
look beyond the slogan to the underlying 
philosophy. That philosophy requires 
near-total control. 

To insure the type of military security 
beloved of the conservative movement 
requires covert espionage services as 
well as widespread domestic surveil- 
lance. After all, who knows which of our 
countrymen are plotting against national 
security unless we watch them all of the 
time? In this type of atmosphere legiti- 
mate dissent is stifled because any type 
of dissent may be grounds for suspicion. 

Worse yet is the tie-in between conser- 
vatism and fundamentalist religion. My 
moral standards are my own. I have no 
desire to compel others to  live by them, 
nor do I want others to compel me to live 
by their standards. 

I hope that now that a prominent con- 
servative writer has admitted just what 
conservatism is all about, the remaining 
“libertarian-conservatives” do as I and 
many of my fellows have over the last 
eight years-leave and join a movement 
that is dedicated to unhyphenated 
freedom. 

Robert M. Dugger 
Apache Junction, AZ 

Vested Virtue 
Robert James Lee’s reply (Apr.) to 
George Will is welcome, of course, but it 
raises a quite different question from the 
one it addresses. This is whether Mr. 
Will is really worth replying to. There 
are certain people, Galbraith on the left 

and lesser-known individuals on the 
right-for example, Sen. John P. East, 
Gerhart Neimeyer, Stephen Tonsor- 
who simply won’t pay attention to facts 
regardless of how often one hammers 
away with them. George Will is becom- 
ing one of these people. They seem to be 
so convinced of their virtue that they are 
totally blind to self-criticism and the sug- 
gestion from others that they might re- 
consider their views. 

In Will’s case, for example, there 
seems to be no hope whatsoever of hav- 
ing him admit that there are defenses of 
the fully free society that rest every bit as 
much on moral considerations as do his 
political views. He keeps on making it 
appear in his writings that morality 
favors only his politics and that every 
detractor is some kind of barbarian, not 
worth listening to. This way, of course, 
Will spares himself the trouble of having 
to test his moral views against anything. 
After all, who would expect anything 
worthwhile from barbarians! Their 
arguments must be beside the point, 
mustn’t they? 

Instead of concentrating on trying to 
reach people such as George Will, what 
seems to be needed is every effort to 
scale similar heights in journalism. 
Those who realize that the argument is 
between different moral positions, not 
between the moral among us and the 
lowly barbarians, as seen by Will, must 
practice the eternal vigilance required to 
reach the sort of prominence that Will 
and his cohorts have managed to reach. 
And remember, in a world known for 
massive corruption and lack of good will, 
it is not surprising that George Will and 
his sort are more welcome in the power- 
ful institutions than are Mr. Lee and 
other people who are fair-minded in their 
journalistic endeavors. 

Tibor R. Machan 
Senior Editor 

Antitrust Allegations 
-~~~~ ~ ~ 

The April REASON includes on page 14 
(Trends) a paragraph concerning my 
alleged public turnabout on antitrust. 
The paragraph has an unreasonably high 
density of errors per line. 

J was not chief economist of the 
Federal Trade Commission in 1971. In- 
deed, the position of chief economist 
does not exist. I was director of the FTC’S 
Bureau of Economics from 1974 to 1976. 
The estimate of monopoly loss, with its 
alleged relationchip to antitrust, came 
out in a book I published in 1970. I say 

(Continued on p. 66.) 

14 REASONlJULY 1981 



WHAT’S REALLY GOING ON 
IN THE LIBERTARIAN 

MOVEMENT? 
Only one publication gives 
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ington bulletins, news of overseas libertarians, background reports 
on allies, and an  up-to-the-minute calendar of conventions, confer- 
ences, and supper clubs. 

How well does FRONTLINES do  its job? Murray Rothbard calls 
it “fair, objective, and everything that such a newsletter should be.” 
LP founder David F. Nolan sums it up: “If you really want to keep 
on top of what’s happening in the libertarian movement, there’s no 
substitute for FRONTLINES.” 

New subscribers can still obtain a charter subscription-by first 
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KEYNOTE ADDRESS by National 
Chairman David Bergland. Topic: ”Where 
Do We Go From Here?” 

BREAKFASTS with Ed Clark, David 
Friedman, David F. Nolan and Dick 
Randolph. 

A GALA RECEPTION in honor of our 
past Presidential and Vice-presidential 
candidates. 

A TRIP TO HISTORIC CENTRAL CITY, 
an Old West gold mining town once 
known as ”the richest square mile on 
earth”. Live entertainment; informal 
gatherings with Karl Hess and Robert 
Anton Wilson. Galt’s Gulch was never 
like this! 

AN EVENING WITH MURRAY 
ROTHBARD. A lighthearted get-together 
with the philosophical godfather of the 
Libertarian movement. 

FOREIGN POLICY & D ~ F E N S E :  TWO 
PERSPECTIVES. Ron Paul and Earl 
Ravenal exchange views on what may well 
be the crucial issue of the 1980’s. 

SPEECH BY JOSEPH SUGARMAN, 
president of JS&A electronics, marketing 
genius, and anti-FTC crusader. 

TENTH BIRTHDAY BANQUET. The 
event of the decade! A grand celebration 
featuring brief appearances by many of 
the people who have contributed most to 
the LP’s growth and success. Live music, 
champagne, surprises! 

OVER 25 SPEECHES, PANELS & 
WORKSHOPS, featuring such popular 
Libertarian speakers as Roy Childs, Bill 
Evers, Bob Poole, John Hospers, Tonie 
Nathan, Roger MacBride, Sharon Presley, 
Michael Emerling and Joan Kennedy 
Taylor. 

BUSINESS SESSIONS, at which the 
future course of the party will be decided 
and new leadership chosen. In many 
ways, this will be the most important 
convention in the party’s history! 

Register now! Upon receiving your 
registration, we will send you a 
confirmation and information about 
hotel reservations. 

Choose from four different event 
packages, each designed for a specific 
need and budget! The first price given is 
for registrations sent in prior to the 4th of 
July; the second is about 25% higher. 

Admission to individual events is not 
available by pre-registration. Single-shot 
admissions to some events will be offered 
on-site at the convention, depending 
on availability. 

FULL PACKAGE - $180 PRIOR TO 
JULY 4th; $225 AFTERWARD 
As the name implies, this includes 
everything - the four Breakfasts, all 
evening events including the Tenth 
Anniversary Banquet; admission to‘all 
speeches, panels, and workshops - plus, 
of course, your registration material and 
access to the convention floor. This is 
definitely the first-cabin way to go; you 
get first crack at limited-admission events, 
and the freedom to change your plans at  
any time. 

DELEGATE PACKAGE - $150 PRIOR 
TO JULY 4th; $185 AFTERWARD 
Everything except access to the speakers 
and panels which run directly opposite 
floor proceedings. I f  you plan to spend 
your daytime hours on the floor, but want 
to do all the F u n  Stuff in the evenings, this 
is the package for you. Includes the 
Breakfasts. 

ECONOMY PACKAGE - $120 PRIOR 
TO JULY 4th; $150 AFTERWARD 
Gets you onto the floor, into the daytime 
speeches, panels and workshops, and into 
all socialirecreation events except the 
Banquet and the four Breakfasts. Most 
mileage for your money, but you miss one 
of the great Libertarian events of all time 
and four of the party’s most popular 
speakers. 

”BARE BONES” PACKAGE - $80 
PRIOR TO JULY 4th; $100 AFTERWARD 
Floor access, panels, workshops, daytime 
speakers, and the Thursday and Friday 
night movies at the Hilton. No frills, but 
you’ll learn a lot. 

TENTATIVE PRICES FOR SINGLE ITEMS. 
Not available by pre-registration, neither 
availability nor price is guaranteed now 

REGISTRATION MATERIAL AND FLOOR 
ACCESS - $25 

DAYTIME PANELS, SPEAKERS & WORKSHOPS - 
$75 PKG, $6 EACH 

BREAKFASTS -$40 PKG OF FOUR, $12 EACH 

TENTH ANNIVERSARY BANQUET - $50 

EVENING IN CENTRAL CITY -$20 

EVENING WITH MURRAY ROTHBARD - $10 

PAST PRESIDENTIAL CANDIDATES 
RECEPTION -$15 

JOSEPH SUGARMAN -$R 

MOVIES - $3 EACH 

Enclosed is payment for ~ 

Convention Registrations, as indicated 
below. First price is for registrations sent 
before July 4th; use second price after 
July 4th. 
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’ 0 Farsighted, broad-minded, and 
deep-thinking actress Joan Hackett has 
hosted a Hollywood gala that could very 
well signal the dawning of an entirely 
new way of life for every single one of 
us-or, at the very least, a new govern- 
ment program to study a new way of life 
for every one of us. The scientifically in- 
clined Ms. Hackett was the hostess of a 
“solar celebration” at her fashionable 
hill-top home recently, where enough 
stars were in orbit to power Skylab 11. 
The celebs pigged out on zucchini, toast, 
and quiche-all browned, of course, in 
solar-ignited ovens. With the help of a 
government-subsidized Solar Lobby, the 
gathered solarities were discussing their 
strategy for getting American citizens to 
voluntarily pay several times as much 
money for energy production. The 
group, in addition to eating quiche with 
actresses, promotes their philosophy of 
radiation-worship mostly through meet- 
ings with writers of game shows and by 
appearing on academic panels hosted by 
TV personality Mike Douglas. “Movie 
stars and celebrities can get people to in- 
vestigate technology,” observed solar- 
promoter Ty Braswell. And that is ex- 
actly what Pam Dawber, star of the 
popular sit-com Mork and Mindy, aims to 
do. “It’s so damn obvious,” said the for- 
merly sighted actress while looking at 
the sun. “And we’re not using it.” Thank 
you, Mindy, for bringing the sun to our 
attention. 

0 A new federally funded study for 
the National Center for Education Statis- 
tics (a franchise of the Department of 
Education) reveals that “Catholic and 
other private high schools provide a bet- 
ter education than public ones do, and in 
some respects are less racially segre- 
gated.” The research was conducted by 
the eminent James S. Coleman, a Univer- 
sity of Chicago sociologist whose earlier 
work was used by federal courts to 
justify orders for mandatory school bus- 
ing to achieve racial integration. “The 
evidence,” claims Coleman today, “is 
that private schools do produce better 
cognitive outcomes than public schools. 
When family background factors that 
predict achievement are controlled, 
students in Catholic and other private 
schools are shown to achieve at  a higher 
level than public-school students.” The 
Coleman report was instantly attacked 
by many scholars who work for the 
public schools-or sell them studies on a 
commission basis. 

0 Reba Malamud, what kind of 
thoughtless person are you, anyway? 
You may have a big heart in continuing 
to work at age 66 and supporting your 
son who is 40 years old and suffers from 
irreversible brain damage. But, selling 
candy, tobacco, and newspapers? It 
might be your road to riches, but think 
about the disadvantaged. 

Well, it’s good to know somebody does. 

Because that spot taken up in that 
Michigan-owned Detroit office building 
will soon be taken by a more worthy in- 
dividual: the state of Michigan has 
evicted Reba Malamud as of July 31, 
1981. State law prohibits her profiteering 
in such a way, for Ms. Malamud is not 
blind. So you can go poke your eyes out, 
Reba, but you’ll just have to reap your 
monopoly profits elsewhere until you do. 
Because somebody cares about the less 
fortunate. Justice is blind-but you’re not. 

0 An alarming statistic has been 
uncovered ‘in the recent crime epidemic: 
“65% of young women in this country 
own guns and keep them in their house- 
holds,’’ according to the women’s publi- 
cation Glamour. No comment (just a 
warning). 

0 Those crafty little devils in the 
IRS enforcement division have nabbed 
yet another innocent American citizen. 
James L. Coburn, of Chicago, Illinois, 
was pinned with a $15,000 fine and three 
years’ probation by the taxacrats-and 
only his advanced age (70 years) pre- 
cluded sterner measures. The trouble for 
this American patriot began in 1977, 
when the then 66-year-old Mr. Coburn 
filed his first income tax return. He was 
soon investigated for a file-cabinet full of 
violations and convicted of understating 
his income by $81,000 during the 
1974-76 epoch. But Coburn may get the 
last smile, for his income was easily 
several multiples of such a sum, his 
employment being of the most rewarding 
sort. Jimmy Coburn was “assistant 
state’s attorney” for Cook County, pros- 
ecuting criminal tax fraud. 

0 Criminal behavior plagues still 
another American institution: the US 
Postal Service. In an embarrassing blow 
to post office professionals, Mr. Robert 
Handelsman (27 years of “service”) was 
busted in New York City for taking pay- 
offs to speed mail deliveries. A federal 
court heard all about the bribes from 
such corporate customers as Westing- 
house Broadcasting, Revere Copper, and 
the law firm Dreyer and Traub. The 
practice is highly illegal, and authorities 
quickly stepped in to eliminate the extor- 
tion and freeze delivery time to its nor- 
mal pace. 

-Thomas W. Hazlett 
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Econometrics under Fire 
Q: What set of companies grosses $100 
million a year giving people wrong 
advice? 
A: The purveyors of econometric 
models. 

How can this be, you ask? What the 
econometric firms offer, of course, is to 
forecast the behavior of the entire 
economy. When inflation was three or 
four percent a year and GNP increased 
fairly steadily, it wasn’t hard to throw a 
few thousand equations into the com- 
puter representing the continuation of 
historical relationships and come out 
with something not too far off the mark. 
Whether the result was actually a fore- 
cast, of course, is another question. 

Today, however, with inflation and 
taxes at record levels and all sorts of in- 
centive and disincentive effects at work 
in people’s decisions, using historical 
data to make forecasts isn’t working at 
all. In the four quarters of 1980, the big 
three econometric models were dramat- 
ically wrong all four times: in the first 
quarter their average GNP growth rate 
forecast was a negative 4.3 percent; ac- 
tual GNP increased 3.1 percent. For the 
second quarter they predicted a 2.0 per- 
cent drop; the actual decline was 9.9 per- 
cent. By the third quarter they forecast 
1.1 percent growth, but reality was out 
there at more than double-2.4 percent. 
In their fourth-quarter pick of 2.7 they 
came closer-slightly. The actual growth 
was 4.0 percent. 

Given such dismal performance, it has 
now become fashionable to state the ob- 
vious about the limitations of such fore- 
casting, as Business Week did in its 
March 30 issue. Besides being tied to 
possibly irrelevant historical data, the 
forecasts of these supposedly objective, 
scientific models “also are largely 
judgmental.” You read that right! “In 
practice, a model that is run mechanic- 
ally generally produces poor forecasts 
and is brought back to reality largely by 
judicious manipulation of equations” (em- 
phasis added). At last, the truth is out! 
“To be sure,” notes Business Week, “the 
model builders do not deny that they 
tinker.” 

All of which reminds us of the criti- 
cisms of econometrics long raised by the 
Austrian school of economics-namely, 
that the subject of economics is in- 

dividual human action, motivated by in- 
dividual value judgments; that the salient 
characteristic of a free or semi-free 
economy is change, not “equilibrium”; 
and, consequently, that a study of 
historical relationships among actors in 
the economy can’t be expected to be of 
much use in projecting what the future 
will be like. We hate to say “We told 
you so,” but. . . . 

Defense- 
without Bankruptcy 
Amidst the rush to increase the US 
defense budget, many sober voices are 
being raised. Generally, they are point- 
ing out that more is not necessarily bet- 
ter. that the Pentagon has the same-or 
worse-money-wasting proclivities as 
any other bureaucracy, and that tens of 
billions of dollars could be saved each 
year by changing the way the Pentagon 
does business. 

One list of such changes was released 
in February by the General Accounting 
Office. Outgoing Comptroller General 
Elmer B. Staats listed 15 major areas 
where such savings could be made-for 
example, consolidating duplicate mainte- 
nance facilities of nearby army, navy, air 
force, and marine bases. The “absolute 
minimum” savings from the 15 changes 
would be $4 billion a year; other GAO 
recommendations could increase the an- 
nual savings to $10 billion, says Staats. 

A private organization, the Committee 
on National Security, has come up with a 
$32 billion list-enough savings, colum- 
nist Jack Anderson has pointed out, “to 
absorb [Defense Secretary] Weinberger’s 
entire budget increase, with money left 
over to buy a few F-15s or nuclear sub- 
marines.” Using data from the Repub- 
lican Study Committee and GAO, the 
group identified a number of changes 
that could each save $1 billion a year or 
more by eliminating wasteful practices 
and using more businesslike procedures. 

The Heritage Foundation has also ex- 
amined defense economics. Among its 
recommendations are that US allies- 
NATO members and Japan-pay a greater 
share of the cost of maintaining US 
forces overseas, that the military retire- 
ment system-which allows retirement 
after only 20 years and “double- 
dipping”-be reformed (potential sav- 
ings: up to $4 billion annually), that pro- 

curement be done on a multiyear basis 
and with multiple contractors, and that 
US general-purpose forces be restruc- 
tured for grea te r  flexibility and  
maneuverability, potentially saving 
billions. 

The general theses (1) that the US 
military has become overly dependent on 
costly, complex, hard-to-repair, and not 
very combat-suitable technology, (2) that 
Pentagon-industry relationships have 
become far too cozy, thereby greatly 
escalating weapons systems costs, and 
(3) that we need to move away from 
Maginot Line-style dependence on mas- 
sive systems with overwhelming fire- 
power and toward larger numbers of 
more flexible, lower-cost weapons 
systems-these ideas are being worked 
out by a loose-knit group of military 
reformers whose membership cu ts  
across liberalkonservative lines. Among 
the books hcorporating these views are 
Jacques Gander’s The Defense Industry 
(MIT Press, 1980) and James Fallows’s 
National Defense (Random House, 1981). 
Both liberal Sen. Gary Hart (D-Colo.) and 
conservative Rep. Newt Gingrich (R-Ga.) 
are advocates of these views. 

All in all, the new defense critics are a 
welcome change from the sterile alter- 
natives of “give the Pentagon whatever 
it wants” and “oppose any military 
spending request.” 

Cutting Back 
the Credit Trough 
If you thought the federal deficit for 
fiscal 1980 was the $59.6 billion reported 
by the government, guess again. Total 
federal government borrowing in the 
credit markets last year was $124.4 
billion-over 35 percent of all borrowing 
by everyone. What accounts for the in- 
.visible half of the true deficit is “off- 
budget, agencies” such as the Federal 
Financing Bank (which purchases the ob- 
ligations of such subsidized lenders as 
the Export-Import Bank, the Farmers 
Home Administration, and Tennessee 
Valley Authority) and “government- 
sponsored enterprises” like the Student 
Loan Marketing Association and the 
Federal Home Loan Mortgage Corpora- 
tion. 

Direct federal loans and loan guaran- 
tees outstanding have soared from under 
$200 billion in 1970 to over $800 billion 
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today. And new commitments have been 
increasing at between $100 billion and 
$150 billion per year. As economist Mur- 
ray Weidenbaum points out, such gov- 
ernment credit is no free lunch. Govern- 
ment programs don’t create credit, they 
just spread it around, taking funds out of 
the private credit markets and allocating 
them to politically favored recipients. 
“Government loans and loan guarantees 
are nothing more than an elaborate shell 
game in which only a few people or com- 
panies win,” wrote Weidenbaum last 
winter. “The rest of us are losers.” 

But now at last there are efforts under 
way to cut back on these credit subsidies. 
Office of Management and Budget Direc- 
tor David Stockman has proposed to 
chop $13.6 billion from the Carter ad- 
ministration’s credit budget for fiscal 
1981 and $21 billion from the fiscal 1982 
budget. That would bring new 1982 
federal loans and loan guarantees 
“down” to $128 billion-still a huge 
amount, but a dramatic reversal of the 
trend. 

Among the specific cuts urged by OMB 
are a 20 percent reduction of the Federal 
Housing Administration’s $40 billion 
mortgage guarantee program: elimina- 
tion of the loan-making Economic Devel- 

opment Administration ($300 million/ 
year), of the National Consumer Co- 
operative Bank ($130 million/year), and 
of the business and industrial loans of the 
Farmers Home Administration: and cuts 
in loans for merchant ship construction, 
loan guarantees for alcohol stills, and 
loans by the Small Business Administra- 
tion and Export-Import Bank. 

One cut being made administratively 
concerns government loans for college 
students. Since the program was made 
available to everyone, regardless of 
financial need, costs have soared, reach- 
ing $5 billion a year at present. Today, 
one out of every three college students 
participates, compared with one in seven 
a decade ago. Starting July 1, however, 
students will have to start paying the 
subsidized (nine percent) interest 
charges while they are in school, instead 
of having the government pay the in- 
terest until six months after graduation. 
In addition, it will be back to the old 
criteria by which parental income and 
support are included in figuring eligibil- 
ity. These changes are expected to save 
$2 billion over the next five years. 

Besides cutting back on subsidized 
credit, the other need is to make sure 
that the recipients pay back what they 

borrow. The General Accounting office 
points out that about $25 billion of the 
$139 billion owed to the feds by Amer- 
icans (and $52 billion owed by 
foreigners) is delinquent. A bill by Sens. 
Charles Percy (R-Ill.) and James Sasser 
(D-Tenn.) would permit the government 
to report the names of delinquent debtors 
to credit bureaus, which-amazingly 
enough-is not presently done. 

Another provision would allow the 
government to garnishee up to half the 
wages of its own employees who are 
delinquent debtors to Uncle Sam. Some 
18,000 federal employees have defaulted 
on their student loans but go merrily 
about their way receiving federal 
paychecks; likewise, thousands of 
veterans are delinquent on their VA 
loans. In addition, Att. Gen. William 
French Smith announced in April that 
the government will now allow federal 
agencies to hire private collection firms 
to go after the deadbeats. 

OTRAG Revisited 
When the Soviet Union and East Ger- 
many cranked up a propaganda cam- 
paign in 1978 to try to discredit an in- 
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’ novative West German rocket-develop- 
ment firm, REASON provided an in-depth 
refutation of the charges (see “Rockets 
in Africa,” July 1978). Briefly, the con- 
tention was that the firm-OTKA(;-was 
actually developing cruise missiles rather 
than, as it claimed, low-cost satellite 
launchers. No evidence for the Soviet 
view was ever presented, but political 
pressures led the West German govern- 
ment to get OTRAG to terminate its con- 
tract for a launch site in Zaire. 

REASON has followed the firm’s progress 
since then, including its relocation to a 
base at the Seba Oasis in the Libyan 
Sahara Desert last year. On March 1 
O‘I‘RAG made its first test launch from 
Libya-its fourth developmental launch- 
and announced two more launches for 
1981, with the first satellite launch 
scheduled for next year (Aviation Week, 
Mar. 23). But then, on March 20, came 
the N K  bombshell. 

NB(’ Magazine on that date broadcast a 
report on OTRAG charging that the com- 
pany has offered to sell ballistic missiles 
to Syria, Saudia Arabia, and Pakistan. 
As evidence, NBC showed memos alleg- 
edly documenting meetings and deals for 
such projects, none of which came to 
fruition. When confronted with copies of 
the memos, OTRAG president Frank K. 
Wukasch angrily denied that such 
meetings had taken place and claimed 
that the memos must be fabrications. 
The only corroboration NBC provided 
was confirmation from A.E.G. Telefunken 
Chairman Heinz Duher that a meeting 
which included representatives of 
Telefunken, another company, OTRAG, 
and Saudia Arabia did take place and 
that sale of OTRAG missiles to Saudia 
Arabia was discussed. 

NBC reporter Garrick Utley came away 
convinced that OTRAG is in the ballistic 
missile business. We have to admit that 
that may be the case-although NBC’S 
evidence is hardly conclusive. This could 
be another, more sophisticated disinfor- 
mation campaign-or it could be the 
truth. The answer, as they say, remains 
to be seen. 

, 

Free World 
PR Committee Formed 
A group of 400 men and women have 
organized the Committee for the Free 
World to defend “the values, the 
achievements, and the institutions of 
Western civilization.” In a statement 
released in February, the committee 
vowed to wage this battle “in the world 
of ideas.” Accordingly, most of the 

members of the group are intellectuals, 
writers, publishers, and the like, with 
neoconservative leader Midge Decter 
(formerly of Basic Books) as executive 
director, $125,000 pledged in start-up 
money, and offices in both New York 
and London. Other members include in- 
ternational chairman Raymond Aron, 
Leopold Labedz, Saul Bellow, Jeane 
Kirkpatrick (the new US ambassador to 
the United Nations), Norman Podhoretz, 
George Will, Tom Stoppard, A. 
Lawrence Chickering, David Brudnoy, 
Edith Efron, and Thomas Sowell. 

The committee warns of the “rising 
menace of totalitarianism” and of Soviet 
expansionism. Decter said it would spon- 
sor conferences in the United States and 
abroad, monitor news reports, and 
publish a monthly bulletin. The state- 
ment emphasized that the “struggle for 
freedom may in the end be won or lost 
not on battlefields but in books, news- 
papers, broadcasts, classrooms, and in 
all public institutions where the determi- 
nation to remain free is enhanced or 
undermined.” 

What Price 
Rail Regulation? 
Does regulation really make much dif- 
ference to the operation of railroads? 
Questions of this sort are difficult to 
answer definitively because of the 
absence of side-by-side comparisons of 
controlled and uncontrolled conditions. 
Yet it turns out that such a compari- 
son-and a dramatic one, at that-has 
been staring us in the face for over two 
decades: the United States versus 
Canada. 

In 1956 the Canadian government 
granted considerable pricing freedom to 
that country’s railroads. And its National 
Transportation Act of 1967 further de- 
regulated Canadian rails. US railroads,, 
by contrast, have remained largely under 
the Interstate Commerce Commission’s 
thumb during this time period. This 
natural experiment suggested itself for 
detailed study to three economists: 
Douglas Caves and Laurits Christensen 
of the University of Wisconsin and 
Joseph Swanson of Northwestern. Their 
findings appear in the JanuaryIFebruary 
issue of Regulation. 

As a measure of overall economic per- 
formance, the economists looked at total 
productivity-revenue ton miles carried 
for a given expenditure. Since Canada 
has a harsh climate, they expected pro- 
ductivity there to be lower; in addition, 
Canadian railroads are required by law to 

haul at a loss grain and flour destined for 
export. Productivity was, indeed, lower 
for Canadian railroads in 1956; at that 
point US railroads’ average productivity 
level was 24 percent higher than that of 
Canadian railroads. But after nearly two 
decades of Canadian deregulation, dur- 
ing which Canadian railroad productivity 
growth averaged 3.3 percent annually, 
while that of US railroads averaged a 
dismal 0.5 percent per year, the picture 
reversed completely. By 1974 US rail- 
roads were only 82 percent as productive 
as Canadian ones; even well-managed 
US roads like the Santa Fe and Southern 
Pacific were only 81 percent and 94 per- 
cent as productive as the Canadian 
Pacific, respectively. 

Why has Canadian performance been 
so superior? “The evidence strongly sug- 
gests that the answer is the greater regu- 
latory freedom in Canada,” say the 
economists. Canadian freight cars are 
moved around to where they are most 
needed and make fewer empty return 
trips, all because of largely free-market 
pricing. As a result, Canadian railroads 
have been able to handle large increases 
in traffic without having to add large 
numbers of cars-in marked contrast to 
US railroads. 

We’re paying a heavy price for contin- 
ued rail regulation--$6.7 billion in 1974 
alone, according to Caves, Christensen, 
and Swanson. Eliminating that kind of 
waste would make us all better off. 

In Housing, 
Time Is Money 

~~ 

How much does government red tape 
drive up the cost of housing? And what 
can be done to reduce .that red tape? 
Those were the questions a recent 
research project set out to answer. Con- 
ducted by the federal Department of 
Housing and Urban Development, it in- 
volved demonstration projects in three 
,locations: Shrevepor t ,  Louisiana; 
Hayward, California; and Allegheny 
County, Pennsylvania. 

In each case developers and builders 
were asked how they would like to build, 
with the aim of holding down costs. And 
local governments were asked to ap- 
prove minor deviations from zoning or- 
dinances; subdivision regulations, and 
building codes. Costs of the completed 
projects were then compared with what 
comparable projects would have cost 
under normal red-tape conditions. 

The results were dramatic. In Shreve- 
port the cost of innercity townhouses 
was cut by 21 percent; in Allegheny 
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County single-family homes were built 
for 24 percent less; and in Hayward the 
cost of a 58-unit townhouse was cut by 
33 percent. 

What accounted for these savings? In 
the Shreveport project, half of the sav- 
ings resulted from a doubling of the nor- 
mally allowed density-from 9 units per 
acre to 18. A small amount came from 
relaxing building code requirements on 
such matters as window area, use of 
plastic pipe, etc. But the remainder of the 
savings came from having cut the total 
approval-and-construction cycle to just 
five months instead of the usual 12 to 18 
months. And on the other two projects, 
similar cuts in time were responsible for 
the majority of the savings. The point is 
simply that, the longer a developer’s or 
builder’s capital is tied up in the project 
because of regulatory delays, the more 
he ends up paying in interest on that 
capital. And that expense gets factored 
into the price charged for the housing. 

These results are well documented in 
HUD’S report, “Housing Cost Reduction 
Demonstration.” As far as H U D ’ s  
analysts are concerned, the cost savings 
“can be duplicated in most communities 
in the United States.” When even a 
federal bureaucracy is showing how to 
slash red tape, it’s about time local 
governments got their act together and 
did likewise. 

Dancing for 
(Nongovernment) Dollars 
There has been quite a bit of fluster and 
flummery over Reagan’s planned cut- 
backs in the area of arts subsidies by 
some 50 percent for both the National 
Endowment for the Arts and the Na- 
tional Endowment for the Humanities 
(Trends, Mar.). And for those of us who 
appreciate flights of fancy, the concern 
may be understandable. But let’s look at 
the facts: Will government subsidy cut- 
backs really result in a cultural vacuum? 

According to the Mobil Corporation, it- 
self a substantial contributor to the arts, 
art organizations raise an average 55 per- 
cent of their funds from ticket sales and 
subscriptions. Individual contributions 
make up another 33 percent, business 
contributions 6 percent, private founda- 
tions 1 percent, and state and local 
governments 3 percent. Federal sub- 
sidies make up the last bit, a mere 2 per- 
cent from the NEA and the NEH. With that 
total, one wonders just how much of 
NEA’S $159 million this fiscal year goes to 
the artists-and how much to bureau- 
crats and administrators. 

The Fusion Dance Company in Miami, 
Florida, is one organization that used to 
be funded almost entirely from govern- 
ment grants. In 1974, Wally Lord began 
the dance company and struggled along 
for several years. Four years ago, Fusion 
hit the jackpot: a $200,000 federal arts 
grant, amounting to four-fifths of its total 
annual projected budget. “Right away it 
made us feel fat,” Lord recalls, “it gave 
us a phony feeling of security.” Lord 
says the grant served as a disincentive 
for Fusion’s board to go out and raise 
money from other sources. Realizing the 
danger, the staff quickly decided to wean 
the group from such substantial govern- 

ment grants. “We don’t depend on them, 
we don’t budget them into our plans,’’ 
says Lord, noting that bureaucrats may 
in fact promise a grant and then change 
their minds when it’s too late to go else- 
where. 

Fusion’s board is committed to raising 
$250,000 a year; this year it raised all but 
$30,000 of that amount. Lord stresses 
that it hasn’t been easy, especially when 
things get tight at the end of the year. 
“There is no magical answer,” he says 
ruefully. 

But having to raise funds for the com- 
pany has given Lord a measure of busi- 
ness savvy. He realizes the value of 
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marketing his product. “Having a good 
product is not enough,” he has learned. 
“The bottom line to success is having an 
exciting social event that people will 
want to come to, to contribute to.” 
Things are going well enough for Fusion 
that Lord is planning a national tour in 
about two years. 

Any bureaucratically determined dis- 
tribution of art support, one might add, is 
playing with fire. First, it may serve to 
set up false competition for the really 
good companies and artists by subsidiz- 
ing the untalented ones. And then, that 
very necessity to be selective in an area 
that is so attuned to individual tastes 
means that some people’s preferences 
will always be given short shrift. Thank 
heavens (we say) our tax dollars today 
are not responsible for the survival of 
such punk rock groups as the Plasmatics 
(they’re the ones who chop up a live 
television on stage with an axe). But- 
funny thing about political money-it 
could be different tomorrow. 

Private vs. Public 
Education 
In mid-April, prominent sociologist 
James Coleman released a new report on 
public and private schools based on a 
survey of 58,728 students in 1,016 high 
schools. His major conclusion: that even 
after allowing for differences in family 
background, private schools turn out 
better-educated students than public 
schools do. In reading, vocabulary, 
mathematics, science, civics, and 
writing, Coleman found, the 1.4 million 
private students do better than the 13.5 
million public students. The reason? 
Coleman concluded that private schools 
maintain better discipline and provide 
more exacting academic demands. 

Coleman also said that “the constraints 
imposed on schools in the public sec- 
tor. . .seem to impair their functioning as 
educational institutions, without pro- 
viding the more egalitarian outcomes 
that are one of the goals of public school- 
ing.’’ The report was prepared for the 
Department of Education and, as Diane 
Ravitch wrote in the Washington Post, 
“shows that on the whole, public schools 
have lowered their requirements, de- 
creased their expectations, made basic 
courses optional and learned to tolerate 
intolerable behavior.” 

Coleman’s conclusions are suspect to 
some because of his reputed support of 
educational tax credits. Indeed, his 
results come in at a politically opportune 
time. Sens. Patrick Moynihan (D-N.Y.) 

and Robert Packwood (R-Ore.) have 
reintroduced their tax credit bill in the 
current session of Congress. The bill 
would grant credits covering half of tui- 
tion and fees (up to $500 a year) for 
pupils in private elementary and secon- 
dary schools and for students in public or 
private colleges. For low-income families 
whose total tax bill is less than $500, the 
bill would provide cash instead of 
credits. A worrisome aspect for some: 
the Treasury would take in from $2 to $4 
billion less in the first year. 

Europe’s Private 
Broadcasters 
- - 
Dull, ponderous television programs on 
government networks in France, West 
Germany, the Netherlands, and Italy are 
fast losing their formerly captive au- 
diences to private competition. The 
French and West German governments 
may be the first of some half a dozen 
European states to loosen their strangle- 
hold on broadcasting to programming 
beamed via satellite from the Compagnie 
Luxembourgeoise de Telediffusion (CLT) 
in Luxembourg. 

CLT, the biggest commercial broad- 
casting operation in Europe, is setting up 
a consortium for the venture that, much 
to the dismay of German Chancellor 
Helmut Schmidt, will include the Asso- 
ciation of German Newspaper Publish- 
ers. Schmidt seems to dislike television 
per se; among other indications, he has 
blocked federal attempts to link German 
cities via cable. 

The satellite project would broadcast 
three channels simultaneously in French, 
German, Dutch, and English. CLT has 
already put down deposits with NASA and 
the European Space Agency to reserve 
launch spots on the Shuttle and the 
Ariane boosters, respectively. Cus- 
tomers will merely need to buy a small- 
dish antenna and adapter at about $400 
to receive the signals. 

The situation in the Netherlands is 
somewhat different because that country 
has an unusually high number of cable 
systems-some 60 percent of all homes 
are hooked up to local cable systems. 
Because of the existence of cable, pirate 
broadcasters are transmitting such light 
fare as westerns and comedy serials into 
cable systems after the government 
shows go off the air at midnight. Pirate 
broadcasters are also able to broadcast 
commercials; under Dutch law the broad- 
casting of a commercial does not prove 
that it was ordered and paid for, so all the 
businessman has to do is deny that he 

bought commercial time. In addition to 
the television broadcast pirates, there are 
over 10,000 radio pirates reputedly 
operating in the Netherlands, transmit- 
ting basically pop music. 

Meanwhile, Italy’s state monopoly, 
Radiotelevisione Italiana (RAI), is facing 
competition from some 600 local televi- 
sion stations. These stations are legal 
under a 1975 court ruling, although they 
cannot broadcast nationally. They are 
beginning to offer better-quality fare, in- 
cluding films and documentaries im- 
ported from abroad, which worries RAI 
officials. RAI has been criticized for offer- 
ing too many dull political discussions 
and documentaries and not enough popu- 
lar fare. Unfortunately, Minister of Posts 
Michele de Giesi has announced that 
legislation to control the number of 
private stations allowed to operate will 
be introduced in parliament soon. 

Space Savings 
Does the Space Shuttle have to be paid 
for by taxes3Not at all. Besides charging 
those who use it to launch satellites, 
NASA (or a private shuttle operator) could 
raise revenues in several other ways. 

New West Contributing Editor Tom 
DeVries wrote in the Los Angeles Times 
that a good way to rekindle American en- 
thusiasm for the space program would be 
to set up a lottery offering a seat on the 
Shuttle as the grand prize. (We reported 
a similar idea from Jeff Vale of the L-5 
Society in this department in December.) 
DeVries figures that if the tickets are 
pretty enough, people wil! throw in $10 
for their souvenir value alone. NASA 
would need to sell only 6,000 tickets at 
$10 each to cover the cost of sending 200 
pounds into space (a 180-pound person 
plus camera and other tourist accouter- 
ments), and he’s positive millions of peo- 
ple would participate. 

On another front, advertising sales- 
man Bob Lorsch is advocating the sale of 
Shuttle advertising space. Lorsch pro- 
poses to sell small plaques for $1 million 
apiece to some 50 companies, each bear- 
ing a “tasteful” message that would be 
beamed back to earth for 30 seconds dur- 
ing future Shuttle flights. Lorsch plans, 
of course, to have his company act as 
advertising manager for the plan. 

Whatever the merits of these par- 
ticular proposals, it is enlightening to 
note that they at least are revenue- 
producing ideas-a principle NASA 
would, naturally, look down its nose at, 
but which keeps the rest of the world go- 
ing around. 
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Regulatory Review 
in California 
In its first six months of existence, the 
new California Office of Administrative 
Law (OAL) rejected, on one ground or 
another, one-fifth of all proposed new 
state regulations. That isn’t much, con- 
sidering the miasma of overregulation 
surrounding us, but it is at least a start. 

OAL was set up by the legislature to 
stem the “unprecedented growth in the 
number of administrative regulations in 
recent years” by reviewing all new 
regulations issued by state agencies 
before finalization to check: “(a) Neces- 
sity. (b) Authority. (c) Clarity. (d) Con- 
sistency [with existing laws].” OAL will 
also review all existing regulations for 
revision or rejection over the next six 
years, subject to governor veto except in 
the case of “emergency” regulations. 

Agencies are also free to repeal regula- 
tions on their own, but they must get OAL 
approval to add or amend regulations. 
Best of all, state agencies must reim- 
burse OAL for the cost of its review serv- 
ices. OAL’S enabling legislation further 
forbids state agencies from taking it to 
court. The only fly in the OAL ointment is 
a provision that it not “substitute its 
judgment for that of the rulemaking 
agency as expressed in the substantive 
content of adopted regulations,” a self- 
contradictory jumble of words if we ever 
heard one. 

It will be interesting to see whether a 
government agency can, despite its own 
nature, cure overregulation without the 
medicine being worse than the disease. 

Private Protection 
Proliferates 
Various agencies of the federal govern- 
ment have recently turned to private con- 
tractors to perform services formerly 
provided by government employees or 
not at all. 

The Federal Protective Service, for in- 
stance, is being cut back from 2,300 of- 
ficers to 600 and is turning over the re- 
mainder of its protection services to 
private guards. About 3,700 private 
guards already look out for half of all 
federal property, compared with 107 
private guards covering only three per- 
cent of federal property in 1960. 

At the Kennedy Space Center a t  Cape 
Canaveral, Florida, a private team of war 
veterans and ex-policemen guards the 
144,000-acre area housing, among other 
things, the Space Shuttle. The guards 

are employees of Wackenhut Services, 
Inc., and were initially hired to offset any 
terrorist threats. They have extensive 
special weapons and tactics (SWAT) ex- 
perience, and, noted one reporter, can be 
quite sobering in appearance, what with 
their paratrooper boots, jungle camou- 
flage suits, mirrored sunglasses, and 
automatic weapons. 

Meanwhile, the US Navy continues to 
turn to private contractors for the 
maintenance related to its business- 
flying and for operational and pilot sup- 
port in noncombat missions. The Navy’s 
switchover is based not only on satisfac- 
tion with private contractors’ perform- 
ances in the past but also on a shortage of 
trained personnel and on long-term cost 
savings. Flight International of Atlanta, 
Georgia, has taken over utility missions 
since October, with 30 pilots providing 
training aid in more cost-efficient aircraft 
than the navy had used. The navy is also 
using civilian pilot instructors. Enlisted 
navy personnel have been released from 
the work that is now being handled by 
private contractors to  cover more 
specialized duties. 

Spirited Deregulation 
So far only good news has surfaced over 
the deregulation of wine and liquor 
prices in California, New York, and New 
Jersey. Recent reports on New Jersey’s 
deregulation, in particular, demonstrate 
substantial savings to the consumer. 

Until last year, New Jersey’s Alcoholic 
Beverage Control board (ARC) had set 
minimum price levels and disallowed 
such things as quantity discounts, except 
to restaurants. Wine was marked up by 
50 percent, liquor by 30 percent, and 
beer and soft drinks by 25 percent. After 
deregulation, certain stores have dramat- 
ically cut their markups; in one Clifton, 
New Jersey store, wine is now marked 
up by only 25 percent and other products 
by 20 percent. Volume at that store has 
doubled, although the store owner only 
gets half of the profit margin that he had 
under regulation. Ironically, it is the ABC 
board that is staunchly defending 
deregulation before a group of store 
owners lobbying for a return to controls. 
Because of the landmark 1980 US 
Supreme Court decision striking down 
wine-price controls in California, it 
seems that the ABC need not worry. 

In New York, the magazine Cookingfor 
Profit recently noted, competition has 
also drastically lowered some wine 
prices. Soave Bolla, for example, which 
wholesaled at $3.13 at the time of the ar- 

ticle, had been given a minimum “fair 
trade” price of $4.69; it sold at sale 
prices of $3.23 after deregulation. 

“The point,” wrote columnist Rosen- 
thal in that magazine, “is that bureau- 
crats have no more business interfering 
in the wine market than they would have 
interfering in grocery or restaurant 
prices.” Well said! 

Progressives 
Lose 2, Win 1 
The advocates of “economic democ- 
racy” in local housing markets (see 
“Socialism: On the Street Where You 
Live,” Apr.) strengthened their hold on 
Santa Monica, California, in April but 
lost big in two other California cities. 

Most surprising was the progressives’ 
loss of control in Berkeley. In what U H  
called a “stunning election defeat,” left- 
ists of Berkeley Citizens Action lost all 
four of the city council seats at stake to 
“moderates.” The latter now have a 
5-to-4 council majority. The future of 
Berkeley’s rent control ordinance was an 
important campaign issue, but whether 
the moderates will try to repeal it or 
simply water it down remains to be seen. 

Meanwhile, a measure proposing strin- 
gent Santa Monica-style rent control and 
a virtual ban on condominium conver- 
sions was crushed at  the polls in 
Pasadena. Opponents of the measure 
garnered 70.7 percent of the votes after a 
hard-fought campaign, despite the fact 
that tenants make up 55 percent of the 
city’s residents. 

The left’s only victory occurred in San- 
ta Monica, home of the nation’s toughest 
rent control law. There, a slate of pro- 
gressives organized by Derek Shearer 
and backed by Tom Hayden’s Campaign 
for Economic Democracy swept the city 
council election, winning all four open 
seats and giving them a 5-to-2 council 
majority. At their first postelection coun- 
cil meeting, the new majority enacted an 
emergency ordinance clamping further 
controls on the city’s beleaguered hous- 
ing market. The measure bans all new 
high-rise construction and condominium 
projects for six months. 

Meanwhile, pressure against rent con- 
trol at the federal level continues to 
build. Seconding the recommendations 
of three national study groups (see 
Trends, Feb.) is Sen. William Proxmire 
(D-Wisc.), who now favors withholding 
federal housing grants from all rent- 
controlled cities. “Rent control is futile, 
counterproductive, and results in less 
rental opportunities,” says Proxmire. 
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San Diego Mayor Pete Wilson says he 
thinks rent control is such a serious mat- 
ter that it justifies federal preemption, 
despite President Reagan’s inclination 
toward local control. 

Patent Legitimacy 
A US Court of Appeals has ruled that 
Xerox Corporation’s acquisition of basic 
copier patents in 1956 did not violate an- 
titrust laws, as charged by SCM Corpora- 
tion in 1973. Lawful acquisition of the 
patent entitled Xerox to hold that patent 
for 17 years without the obligation to 
license it to others. Even if Xerox an- 
ticipated dominating the copier market it 
was creating, the court ruled, that was 
insufficient evidence to prove restraint of 
trade, lessening of competition, or 
monopoly building. 

An earlier court had found in 1978 that 
Xerox had restrained trade and tended to 
create a monopoly, awarding SCM 
damages in the amount of $37.1 million 
(automatically trebled to $1 11.3 million). 
In 1979, US District Court Judge Jon 
Newman threw out the damage verdict 
on the grounds that antitrust laws do not 
permit monetary awards under the cir- 
cumstances of the case. The most recent 
decision reiterated that Xerox had law- 
fully acquired the patents when no 
market existed for copiers. 

Energy Outlook 
Despite our disappointment over the 
Reagan administration’s failure to 
abolish the Department of Energy, as 
had been promised, a few crumbs do of- 
fer some consolation. For one, the ad- 
ministration has announced that public 
buildings no longer have to set their ther- 
mostats at federally mandated tempera- 
tures-burying forever, we hope, the 
spectre of an Energy Police Corps. 

The administration has also said that it 
is dropping Carter administration conser- 
vation plans, which included: odd-even 
gasoline sales, shortened work weeks, 
and carless days. Mandatory energy- 
efficiency standards for major home ap- 
pliances were also set aside as “un- 
warranted government intrusion into the 
marketplace,” the administration said. 
The standards, proposed by DOE last 
year, would have cost manufacturers and 
consumers between $317 and $443 mil- 
lion a year, the DOE itself estimated. The 
DOE had also noted that those standards 
could have put some small manufac- 
turers out of business. 

Energy Secretary James Edwards 
vowed too that future gasoline prices will 
not be controlled. In addition, he said 
that the government will not allocate 
gasoline supplies except in a “severe, 
critical shortage.” Edwards said that the 
long gasoline lines during past fuel short- 
ages were in fact caused by the lack of a 
free market. In any future cutoff, he 
stressed, “I would let the market run 
free.  . . .Private sector forces. . .can 
allocate better than any of us here in 
Washington can do.” 

Pe!ru, Argentina: 
Cautious Capitalists 
The new government of Peru has joined 
the ranks of those attempting to reinstate 
the marketplace, inspired by University 
of Chicago-style economics. Peru’s first 
civilian government in 12 years, led by 
President Fernando Belaunde, was 
elected in July 1980 and is having to find 
a way to decrease a 60 percent inflation 
rate, cut its deficit, and revive over- 
protected, previously nationalized in- 
dustries. 

Belaunde is being assisted by a team of 
American-educated technocrats who 
“want to circumscribe the role of the 
state to the minimum necessary to the ef- 
ficient operation of the economy,” as 
Vice-Minister of Economy (and Univer- 
sity of Chicago graduate) Sergio Malaga 
puts it. The government has therefore 
abolished food and gasoline subsidies, 
raised interest rates and cut import 
tariffs and expects to scrap a 17.5 per- 
cent sales tax on domestic and import 
sales. It is also trying to attract foreign 
investors by offering hefty tax credits. 

After his reelection (Belaunde was the 
president ousted by a coup led by Marx- 
ist generals in 1968), one of Belaunde’s 
first acts was to return government- 
seized newspapers to their former 
owners. Things are not going too well for 
the president, however, since the prices 
of consumer goods, formerly held down 
by political fiat, have risen dramatically. 
Furthermore, Belaunde does not intend 
to return certain “important” expropri- 
ated facilities, such as oil wells and 
refineries now maintained by Petroperu 
and sugar estates. 

That very refusal to depoliticize cer- 
tain State-owned industries is thwarting 
another supposed attempt at a free- 
market economy, this one in Argentina. 
For five years, Economy Minister Jose 
Martinez de Hoz, who retired in late 
March, had tried to reshape decades of 
Peronist fascism. He did manage to 

bring inflation down from over 176 per- 
cent in 1977 to 88 percent in 1980, but he 
did this mainly by raising taxes and 
streamlining collections. What he could 
not do, unfortunately, was reduce the 
subsidies to industries run by members 
of the military government. These 
military men insist that their production 
is of crucial importance to “national se- 
curity”-that old catch-all sanction-and 
therefore untouchable. 

A new military government led by a 
General Roberto Viola has named an 
obscure economist, Lorenzo Sigaut, the 
new economy minister. Things don’t 
look very promising on the Argentinian 
front. 

Milestones 
Castro Cold-Shouldered. In March, 

Colombian President Julio Turbay Ayah 
announced that he was severing diplo- 
matic relations with Cuba because its 
government continued to interfere in 
Colombia’s internal affairs-most recent- 
ly via an attempted uprising several days 
before by a group of 100 Cuban-trained 
guerrillas. Two days later, the Pana- 
manian government said that it, too, was 
reconsidering relations with Cuba. That 
same day, five Costa Rican pilots told a 
legislative assembly commission that 
they had ferried arms originating from 
several countries, including Cuba, to 
Sandinista (Nicaragua) rebels based in 
Costa Rica-with the permission of Costa 
Rican President Rodrigo Carazo, who 
says he feared the consequences of not 
cooperating with Cuba. But on May 11 
the Costa Rican government, too, broke 
off relations with Cuba. 

Louisiana Income Tax. If Rep. Woody 
Jenkins is successful, Louisiana may 
become the third oil-producing state 
without an income tax (the others are 
Texas and Alaska). Jenkins contends 
that state income taxes account for only 
three percent ($200 million) of total state 
revenues; furthermore, state revenues 
will increase by 20 percent in the next 
fiscal year while individuals face declin- 
ing real incomes because of higher Social 
Security withholding and bracket creep 
caused by inflation. 

Solidarity Newspaper. The Polish inde- 
pendent trade union Solidarity has begun 
publishing a weekly 16-page newspaper 
of the same name, with a first printing of 
500,000. Editor Tadeusz Mazowiecki, a 
prominent Roman Catholic intellectual, 
wrote in its first issue that “if it is not 
always able to tell the whole truth, it will 
not lie” and stressed that both the union 
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and the newspaper are committed to 
“solving conflicts. . .without blood- 
shed.” 

Limits on the 55. If you’re driving up to 
70 miles per hour in Nevada these days, 
you will be subject only to a five dollar 
“energy wasting” fine. Nevada has 
joined Montana in effectively flouting the 
1974 Emergency Highway Energy Con- 
servation Act imposing a national speed 
limit of 55 miles per hour, while Arizona 
and North Dakota legislatures have 
moved to raise their speed limits if the 
federal maximum is raised or repealed. 

Import Curb Surveys Split. Responses 
to surveys on import restrictions on 
Japanese automobiles may depend on 
how the question is asked, the Los 
Angeles Times suggests: “If the survey is 
put in terms of jobs, respondents are 
patriotic. If the talk is just about cars, 
they like the Japanese.” An ABC News- 
Harris Survey last year, asking re- 
spondents in highly loaded terms 
whether they favored strict import re- 
strictions, elicited 58 percent in favor. 
But a more recent J. D. Power & Asso- 
ciates survey showed only one in three 
supporting restrictions. And a National 
Federation of Independent Business 
membership poll showed 68 percent op- 
posing auto import restrictions. 

Hasta la VISTA! The Reagan adminis- 
tration has apparently decided to elim- 
inate the VISTA volunteer program in late 
1983. VISTA was formed in 1964 as part 
of Lyndon Johnson’s “War on Poverty” 
program. 

Bipartisan Budget Bill. Uouse Majority 
Leader Jim Wright (D-Tex.), Rep. Phil 
Gramm (D-Tex.), and Rep. Trent Lott 
(R-Mass.) have joined forces to co- 
sponsor a bill requiring a balanced 
federal budget by 1984. 

British Health Care. Despite vehement 
and sometimes violent objection from the 
unions, private health care in Britain is 
expanding. The three largest private 
health insurance associations now cover 
some three million people and report a 
13.7 increase in membership over the 
last year. Quite a few new private 
hospitals are being built, several by a 
British subsidiary of American Medical 
International. A new government direc- 
tive further allows National Health Serv- 
ice authorities to go into partnership with 
private groups, although knowledgeable 
sources are pessimistic about any sub- 
stantial changes. 

Bargaining for Rents. A Rand Corpora- 
tion study concluded that the federal 
government would save about $210 
million a year if it allowed federally 

assisted low-income renters to negotiate 
their rents directly rather than use a 
government intermediary to talk to land- 
lords. The particular program studied 
(Section 8) subsidizes privately owned 
housing for low-income persons. 

Computer Program Patents.. The US 
Supreme Court voted 5 to 4 in March 
that an industrial process using a com- 
puter program may be patented, even if 
the use of a computer is the only new 
part of the invention. An industry 
spokesperson commented that software 
companies will probably continue to rely 
on trade secrecy rather than patents be- 
cause patents require disclosure of infor- 
mation. 

Legislative Veto Opposed. Atty. Gen. 
William F. Smith said that the Reagan 
administration will oppose the power of a 
legislative veto as unconstitutional when 
it encroaches on the president’s own veto 
power. The administration may, how- 
ever, approve a law giving Congress leg- 
islative veto power over independent 
regulatory agencies that do not report to 
the president. A definitive Supreme 
Court ruling on the question may be 
sought. 

-Robert Poole, Jr., and 
Christine Dorffi 
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A R a d . i c a I  P r o p o s a l  

AVING THE WILDERNES S Wiu the need for strategic minerals spell the S 
death of America’s wilderness? 

Environmentalists think so -and 
defense-minded congressmen are reinforcing 
those fears. But there is a way to have our 

minerals and keep our wilderness too. 

By John Baden and Richard Stroup 


