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preface


When I first arrived in the Department of Economics at Harvard University for a visiting position for the 2004/2005 academic year, I asked what courses the department wanted me to teach. The happy answer was, “Something about your own stuff.” I wasn’t exactly sure what that meant, but I took it as an opportunity to think through my economic and political views on a broad range of issues. The course that emerged was “A Libertarian Perspective on Economic and Social Policy.” The lecture notes from that course became the first draft of this book.

My interest in libertarianism developed late in life, although it may have been preordained. I entered Swarthmore College in 1975 planning to major in French and become a lawyer but enrolled in introductory economics during my first semester to fulfill Swarthmore’s distribution requirements. It took just one class for me to realize I had found my calling. Economics seemed elegant and interesting, and it provided a way to think consistently—but not foolishly—about a variety of topics and ideas. At the time I focused more on the discipline’s mathematical clarity than on its role in policy analysis, but its laissez-faire implications also resonated.

When I moved on to graduate school in the economics department at the Massachusetts Institute of Technology in 1979, my research addressed macroeconomic topics like interest  rates, monetary policy, and economic stabilization. While these topics include policy questions, to be sure, they’re not the ones traditionally associated with libertarianism or free-market economics. And so my interest in the libertarian perspective on policy remained dormant.

In 1988, while I was on sabbatical at the National Bureau of Economic Research in Cambridge, Massachusetts, the bureau began a project to study the economics of illegal drugs. The project addressed such questions as the price elasticity of demand for drugs (that is, how does the demand for drugs respond to changes in the price) and the industrial organization of drug markets (the relationships among growers, processors, dealers, and users)—standard economics fare. Out of curiosity I sat in on these early discussions and was struck that no one seemed curious as to why, exactly, marijuana, cocaine, and heroin should be illegal when alcohol was not. Some initial investigation suggested that most arguments for prohibition were not convincing or based on flimsy evidence, so I undertook several research projects that evaluated the wisdom of drug prohibition. Within a short time this work convinced me that legalization made more sense than prohibition; here was the doorway to my libertarianism.

At one point during this period an economist who shared my views on drug legalization said something like, “Of course, you’re not one of those nuts who supports legal gun ownership, are you?” I had not given the question much thought, but I realized immediately that many arguments for legalizing drugs apply with equal force to guns. So, I told him, in effect, yes, I was one of those “nuts.” And I realized that I needed to think through my views on a range of issues, if I was going to be consistent.  Fortuitously, I began writing op-eds for the Boston Herald  and the Boston Business Journal around the same time, which provided me the opportunity to consider new topics such as education, poverty, and taxation. I generally concluded that small government is the right approach.

Teaching my Libertarianism course at Harvard was the perfect opportunity to undertake a full-scale evaluation of the role of government in modern society. It also provided me with the chance to try out my perspective on a critical audience. I learned a great deal from the student reaction to my views, and, after teaching the class a second time, I decided to convert the lecture notes into a book. This was more difficult than I anticipated, and I regularly cursed the day I signed the book contract. After making an abortive attempt at a book organized traditionally in chapters and poorly suited to either an academic or lay audience, I stumbled on the idea of the dictionary format, and this approach flowed (somewhat) more easily. Now with the agony of writing behind me, I hope that putting my thoughts into print has made them more consistent and understandable, whether or not more persuasive.

My intellectual debts to teachers, colleagues, and friends are innumerable. All these people influenced this book in one way or another, even though many do not share my views on policy.

My undergraduate economics training could not have been more rewarding. Howard Pack, my first economics professor, convinced me in a heartbeat that economics was the subject for me. Rob Hollister’s course in econometrics inspired me to think carefully about what we can learn from data. Mark Kuperberg warned me that while microeconomics had good answers, macroeconomics had good questions. The late Bernie Saffran’s  insistence on arguments and evidence, not assertion, is perhaps the most important lesson I learned in any course. “I am willing to be wrong,” Bernie would say, “but I need to be convinced.” I would not be an economist today were it not for Bernie, and his economic theory seminar was the most rewarding experience of my undergraduate career. The discussion in this class also presaged my future views on policy. In one session a fellow participant and I argued that women should be legally allowed to sell their babies, a position that brought one classmate to tears.

I am indebted to my mentors in graduate school for their teaching and advice, even though none shares my perspective on policy. Stan Fischer was a superb advisor and a good friend. He inadvertently contributed to my libertarianism by bringing me with him as a research assistant during his sabbatical at the Hoover Institution in 1981, giving me a chance to hear Milton Friedman, George Stigler, and other free-market economists firsthand. Larry Summers, Olivier Blanchard, Julio Rotemberg, and the late Rudi Dornbusch all taught me to respect both theory and evidence, which I hope makes me a better economist.

My colleagues at the University of Michigan and Boston University, where I taught before moving to Harvard, suffered my frequent rants about libertarianism and helped make my views more intelligible. These colleagues also provided the kind of friendship crucial to a productive environment. I thank especially Bob Barsky, David Lam, Jeff Mackie-Mason, Gary Solon, John Bound, Severin Borenstein, Donald Deere, Michael Salinger, Jim Levinsohn, Paul Courant, Miles Kimball, Matthew Shapiro, Kevin Lang, John Leahy, Larry Kotlikoff, Michael Riordan, Raquel Fernandez, Paul Beaudry, Andy Weiss, Bart Lipmann,  Jon Eaton, Russell Cooper, Simon Gilchrist, Eli Berman, Hsueh-Ling Hyunh, Debraj Ray, Michael Manove, Alwyn Young, Debby Minehart, and the late Bob Rosenthal.

The students who took my Libertarianism course at Harvard made it a memorable experience and thereby encouraged me to write this book. I am indebted in particular to Mike Kopko, Elina Tetelbaum, Michael James, Dan Obus, Elizabeth Rhine-smith, Sarah Maxwell, Vivek Ramaswamy, Joseph Carrubba, Kevin Cleary, John Durant, Ryan Fawaz, David Kirby, Matthew Knowles, Brian Kozlowski, Jeff Miller, Sarah Milov, Craig Sin-cock, Alice Chen, Daniel Robinson, Andrea Ellwood, Grace Hou, Sarah Miller, Sarah Paiji, Allison Rone, Joshua Samuel-son, Greg Michnikov, Ravi Mehta, Jenny Skelton, Alex Harris, Eugen Taso, Jason Yeo, Robert Cecot, Erik Lawler, Christopher Altchek, Daniel Robinson, and Michael Steinhaus.

I am grateful to Angela Dills, Jeff Zwiebel, and Elina Tetelbaum, who co-authored research that underlies some of the material presented here.

Numerous friends, relatives, and colleagues at large helped me think through my policy views. I am grateful in particular to Fady Khairallah, Chris Bradley, Karim Sahyoun, Todd Hoffman, Dan Murphy, John Summers, Anita Tien, Ralph Minehart, Jean Minehart, Ken Bellerose, Beth Minehart, Eric Biedermann, Debby Minehart, John Rust, Sara Bloom, Laird Bloom, Doug Miron, David Weil, Ed Glaeser, and Steve Zeldes. Fady Khairallah, Karim Sahyoun, Anita Tien, Ralph Minehart, Laura Miron, Alex Tabarrok, and Greg Mankiw also read drafts and made invaluable suggestions and corrections. I cannot thank these people enough for their insightful comments.

The Harvard Department of Economics has been an amazingly warm and friendly environment in which to think about libertarianism. Alberto Alesina, who first invited me to visit the department, and Jim Stock, who made my continued stay at Harvard possible, deserve special mention. Although few members of the department share my libertarian perspective in whole or even in part, they have all tolerated my views and, I think, enjoyed pushing me to defend more and more extreme positions. While occasionally this made me feel stupid, I hope it ultimately sharpened my analysis.

I am especially indebted to Greg Mankiw. He has taught me economics for more than 25 years, served as a constant foil for my wacky views, and been a true friend to boot.

I thank Tim Sullivan of Basic Books for his interest in this project and his tireless editing.

My parents provided an atmosphere growing up that undoubtedly contributed to the views I hold today. Our dinner table was a friendly debate society, and I relish few things as much as a good argument. This environment also instilled in me an unwillingness to accept conventional wisdom, and it might explain why many consider me cynical about politics (I think I’m just being realistic). My father’s own libertarianism, instilled when he was a law student in the 1950s at the University of Chicago, lay dormant for many years but gradually bubbled up and exerted a lasting influence.

Finally, I thank my wife, Patty, my daughter, Laura, and my son, Daniel. They have suffered my libertarian babblings for many years and occasionally conceded some merit in my views (while we were dating, Patty opined, before knowing  my politics, that prostitution should be legal). Most importantly, my family has been supportive in every conceivable way. I would never have finished the book without their faith and encouragement.







libertarianism,  from  A  to  Z







introduction


What is the appropriate size and scope of government? Liberals and conservatives offer radically different perspectives on this question, but both advocate big government in many areas. Roughly, liberals support economic regulation while conservatives favor social and foreign policy intervention.

Libertarianism argues for limited government across the board. In broad brush, libertarianism is socially liberal and fiscally conservative, so libertarians want government out of people’s bedrooms and out of their wallets. This description hides a host of more subtle issues, since balancing the pros and cons of different policies is often not trivial. Thoughtful application of the libertarian perspective nevertheless leads to consistent conclusions about which parts of government are beneficial, and which are not.

The principles of libertarianism point toward legalizing drugs and prostitution, replacing public schools with vouchers, and eliminating farm subsidies, trade restrictions, and middle-class entitlements. Libertarianism opposes regulation of guns, child labor, campaign finance, unions, financial markets, and more. Libertarianism would leave abortion policy to state governments, terminate foreign policy interventions, and get government out of the marriage business. Under libertarianism,  government would take part in national defense, criminal justice, and contract enforcement, but little else.

These positions rely on the idea that, however well-intentioned, government often does more harm than good. Most government generates more cost than benefit because interventions fail to achieve their stated goals and even create unintended consequences, many far worse than the imperfections these interventions were intended to fix. Private arrangements, on the other hand, work better than many people recognize, and imperfections in one private arrangement give rise to others that dampen the harmful effects of the first (and so on) in an ever-evolving, robust system. Markets aren’t perfect; they have to adjust over time and may have inefficiencies. But government is worse.


Libertarianism, from A to Z analyzes existing and proposed government policy in three steps. It first asks whether, in a given arena, the problem that allegedly justifies government intervention is substantial and whether private arrangements might significantly ameliorate it, if a problem exists in the first place. Next, Libertarianism addresses whether, in cases where private mechanisms seem genuinely insufficient, proposed interventions for the problem achieve their stated aims.  Libertarianism then considers the positive and negative consequences of the proposed intervention, including its unwanted side effects as well as its direct costs. Libertarianism  advocates intervention if, but only if, the entire set of consequences from intervention is better than from laissez-faire, meaning a policy of non-intervention.

I call this approach “consequential libertarianism” because it draws conclusions based on what effects different policies  have on the economy and society. This approach differs from the brand of libertarianism called philosophical, or rights-based, which invokes particular principles about liberty or property rights as the basis for choosing between policies (see  consequential versus philosophical libertarianism). The consequential approach is, fundamentally, just the insistence that appropriate evaluations of competing policies must consider all their effects, not just a subset or the stated intentions.

This approach to analyzing policy should not be controversial—but it is. Some worry that the libertarian approach leaves no room for considerations of morality or social justice, but this concern is misplaced. Terms like “morality” and “justice” are just shorthand for consequences that are widely regarded as undesirable. For example, the view that war is immoral is really a consequential conclusion that war causes death and destruction without beneficial impacts that outweigh the harms. Morality and justice fit in the consequential framework just fine, because the approach makes explicit the consequences that underlie views about morality, justice, and similar values.

The potential difficulty with consequentialism isn’t the issue of justice but that policy decisions involve tradeoffs. Every private arrangement is imperfect in some way, while every government policy generates positive and negative effects. So, accepting the consequentialist approach might not seem to settle any issues. To make matters more difficult, some consequences of policy are difficult to quantify, and people hold disparate views about which consequences deserve the greatest weight in policy evaluations. It might seem, in fact, that one can accept the consequentialist perspective and yet disagree radically with the specific conclusions derived in this book.

Where does that leave us? The libertarian claim, which Libertarianism, from A to Z attempts to substantiate, is that most policies have so many negatives, and private arrangements are sufficiently good, that radical reductions in government make sense for any plausible assessment of the effects of most policies and for any reasonable balancing of these effects. This assessment does not apply in every case; libertarianism accepts a role for government in a few, limited areas: small government, not anarchy. But these interventions—in national defense, criminal justice, and contract enforcement—are the exceptions to the rule.


Libertarianism, from A to Z presents the case for libertarian policy conclusions in a series of short essays about government policies and related issues. This format is meant to make the discussion accessible to a broad audience and to avoid excessive detail when possible. It also aims to help you learn to think like a Libertarian, by applying broad principles systematically and consistently across a broad range of issues. For example, a number of essays explain that state-level intervention is less bad than federal intervention, even if the state interventions are themselves undesirable, because a state-by-state approach allows variety and experimentation that help identify the positive and negative effects of policies.

The ordering of the entries is alphabetical, for want of a better alternative. Each entry is meant to be self-contained, but all of the entries rely upon pursuing the same logical course. One key aspect of libertarianism is its consistency in applying a skeptical view to all policies, so ideas that arise in one area spill naturally over to others.

The selection of entries is not meant to be all-inclusive, and I’ve intentionally erred on the side of fewer with the hope that general principles emerge clearly enough. There are several kinds of entries: those that discuss general policies (anti-poverty programs), those that discuss specific policies (the  Civil Rights Act of 1964), those that discuss relevant historical episodes (the Great Depression), those that discuss ideas related to libertarianism (utilitarianism), and so forth. Many entries contain cross-references to related entries in the form of a “see also” line.

The discussion focuses on policies that involve large-scale government expenditures, that affect large sectors of the economy and society, and that illustrate key adverse effects of government interventions. Federal policies get more attention than state policies, since federal interventions do more harm. Quantitatively important policies receive greater scrutiny than policies that, however ill-conceived, do not affect many people. The analysis also focuses on the key issues in modern political debates: education, poverty, and discrimination, but also abortion, gay marriage, national security, and campaign finance. The analysis shows that consequentialism consistently evaluates policies based on their effects, not on preconceived assumptions about when intervention is beneficial or how good it might make us feel.

The tone of the analysis is part advocacy, part explanation. While the discussion attempts to make the best possible case for libertarian conclusions, the book aims to provide a balanced introduction to libertarianism for readers who want to understand the libertarian view, whether or not they find it  convincing. This book tries both to indicate in a concise way what the standard libertarian positions are and to outline the main reasons for those positions.

The phrase “libertarian position” is, of course, a simplification. Just as those who consider themselves liberals or conservatives often disagree with their fellow travelers, libertarians differ not infrequently on key issues. Indeed, some libertarians will object vehemently to a few of the conclusions offered here (see, for example, gold standard versus fiat money). But libertarians unquestionably share a broad, common core of judgments about the appropriate size and scope of government, so it makes sense overall to talk about “the” libertarian perspective.

I hope that Libertarianism will, if nothing else, inspire readers to think and talk clearly and honestly about the role of government in society. I am confident that when this happens, policies get better.






abortion

Opponents regard abortion as murder and want to ban it, while defenders view abortion as a fundamental privacy right and resist most or all legal restrictions.

The standard argument for banning abortion assumes that human life begins at conception, a view that implies that abortion is murder. Since governments prohibit murder, it seems to follow that governments should prohibit abortion.

The “abortion is murder” view is understandable, but it is not decisive. If the pregnancy is successful, a fetus becomes a person, but few people regard a fetus as identical to a person, and determining when human life begins is colored by moral, emotional, and religious considerations. Taking the next step in the position, defining life as beginning when a fetus becomes “viable” (that is, able to live outside the uterus) is vague, in part because the point of viability is constantly evolving.

Beyond the difficulty of defining when life begins, both law and morality recognize legitimate reasons to take life. Examples include self-defense, the death penalty, and the shooting of suspects by police. In all these cases, society’s judgment is that while taking a life is undesirable, the positives outweigh the negatives. That is, society takes a consequentialist approach—it balances pros and cons—in deciding when the taking of a life is acceptable.

Thus, even if a fetus is a human life, abortion should be morally tolerable if the benefits of terminating a pregnancy exceed the negatives, taking into account the impact on the pregnant woman, her existing and future children, and society generally. Further, abortion should be legal if outlawing abortion imposes adverse consequences that are worse than those  associated with terminating unborn fetuses. The question, therefore, is what costs arise from banning abortion.

The first problem is that while bans probably reduce the frequency of abortion, they are only partially effective. Some women obtain legal abortions in other states and countries or from doctors who exploit ill-defined areas in the law (such as exceptions for protecting the mental health of the mother). Other women obtain abortions from back-alley providers or by using coat hangers or toxic substances.

The fact that a law is imperfectly enforced is not by itself reason to eschew it. No society catches every murderer, rapist, or thief, yet no one argues for legalizing such actions. Banning abortion is different than banning murder, however; virtually everyone agrees murder is wrong, but many regard at least some abortions as acceptable. This implies a number of negatives from bans.

These negatives include increases in the health risk for women who obtain abortions despite the ban. Some abortion opponents place little weight on the welfare of such women, regarding them as murderers, but that is an extreme view. Many abortion opponents claim that abortions harm the women who have them, not just the unborn fetuses. By driving abortions into the black market, or preventing abortions where a birth has serious negatives for the woman, outlawing abortion harms some of those the ban allegedly aims to help.

As with any law that is difficult to enforce, an abortion ban generates disrespect for the law from those who obtain black market abortions or convince doctors that an abortion is essential for a mother’s health. A ban enriches doctors who exploit gray areas in the law relative to those who obey the spirit  of the law. Bans also allow women of means to retain access by traveling to countries where abortion is legal, while the poor face greater obstacles, so bans have a disproportionate impact depending on one’s income.

Abortion bans can also harm pregnant women and others, even when they reduce abortion. Some women desire abortions because they lack the physical or emotional resources to care for a child, or because they believe an additional child will hurt their existing family. The pregnancies not terminated due to an abortion ban can produce children who are especially likely to experience unfavorable life outcomes or impose welfare or medical costs on society.

Any attempt to enforce an abortion ban intrudes into the relationship between a woman and a man or between a woman and her doctor. More broadly, abortion bans endorse the view that governments have the right to control what people do with their own bodies. If followed to its end, this implies that governments can jail pregnant women who drink alcohol or eat junk food, since this might harm the fetus. This view also suggests that governments can prohibit drugs, ban subversive books, or mandate exercise and religion.

One can therefore mount serious arguments against abortion bans, even if a fetus is a person. If human life begins sometime during gestation, the case against bans is even stronger since the argument that abortion is murder would not apply to early-term abortions.

The fact that bans are bad policy does not prove that all restrictions on abortion are undesirable. Laws that limit late-term abortion have fewer adverse effects than total bans, and they target the abortions most likely to generate moral or ethical  concerns. Determining the correct dividing line for legal abortion, however, is difficult.

A natural way to balance different views on abortion is to leave abortion policy to lower levels of government. In the United States, this means overturning the Supreme Court’s  Roe v. Wade decision and letting each state determine its own abortion policy, free of federal restriction or compulsion. Past experience suggests most states would allow legal abortion to some degree, yet the anger felt by those who oppose abortion would be muted. And even strict bans on abortions would have less impact because they would affect a smaller population.

 




See also federalism, partial-birth abortion, RU-486.





accountability and high-stakes testing

Due to concerns about the quality of public schools, education reformers in the 1990s turned to an approach known as accountability, a system that requires public school students at various grade levels to sit for “high-stakes” tests in math, English, and other subjects. Governments publish the results, which lets parents and administrators know which schools are performing well. The tests are “high-stakes” because they sometimes determine whether students can graduate and also carry rewards or punishments for teachers, principals, and schools, such as the amount of funding received by a school district.

Advocates of accountability make two arguments for this approach to improving public schools. First, results from the high-stakes tests allow parents to compare schools and then vote with their feet, thereby pressuring bad schools to improve.  Second, the rewards and punishments incurred by low-performing students and schools generate more studying, better teaching, increased attention to curricula, and so on.

This sounds good in principle, but the reality is less impressive. Accountability has always been present to some degree because motivated parents locate in better school districts or send their kids to private schools, which is why the glaring deficiencies of public schools are largely absent in middle- and upper-income neighborhoods. Poor educational outcomes occur mainly in low-income neighborhoods, where parents cannot move away from a bad public school or afford a private one. Accountability, however, does not provide any additional choice for low-income parents. The fundamental problem at low-performing schools, moreover, is that family support for educational achievement is often absent, a problem accountability also fails to address.

In some instances, better ways of running schools are available but are not being used. For example, many schools suffer from inflexible hiring and firing rules imposed by unions, or from outdated or misguided curricula. Also consider that although the results of high-stakes tests can indicate where educational performance does not meet reasonable standards, this information does not provide a mechanism for change.

The test score improvements that result from high-stakes testing, moreover, must be interpreted with caution. Higher test scores might reflect greater learning, but they can also result from increased classification of students as learning disabled or non-English-proficient, from cheating by students and teachers, and from increased teaching of test-specific skills that have little value outside the context of the test. Increases  in test scores on the subjects tested, such as math and English, can result from reduced attention to areas not tested, such as science; likewise, increases can reflect learning that is short-term or not broadly applicable, rather than translating into long-term benefits such as broader skills, improved graduation rates, or higher income later in life.

A further problem is that accountability creates a focus on students in the lower part of the test score distribution, since raising the pass rates of underperforming students is the standard way high-stakes tests are used to allocate funding or impose punishments on low-performing schools. This likely harms students above the passing score by dumbing down the curriculum.

Perhaps the greatest problem with the accountability approach is that it imposes one kind of education—a narrow focus on test scores—on everyone. If tests are well-designed, then higher performance is presumably better than lower performance, but quality schooling is not just about test scores. A well-designed system matches students to appropriate programs such as college prep for some and vocational training for others. Good schooling introduces students to new ideas, inspires them to be critical thinkers, and instills an interest in learning. Accountability asserts that the same program, one focused rigidly on test scores, is right for everyone.

Accountability is also problematic because it seems to provide a fix at no cost and thereby distracts attention from more fundamental reforms—vouchers and elimination of teachers’  unions—that would do far more to improve the quality of government-funded education.

 




See also subsidizing education.







affirmative action

The United States and other countries use affirmation action in an effort to reduce discrimination. The exact definition of affirmative action varies widely and is the subject of much debate. One variation in the policy includes advertising job openings especially to members of a targeted group. Another version is setting a lower bar for performance on a qualifying exam, as occurs in police hiring in some cities. A further example is adopting more flexible interpretations of the appropriate qualifications for university admission, such as de-emphasizing test scores and putting more weight on community service or extracurricular activities. Still another is requiring banks to make mortgage loans in minority neighborhoods.
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