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Consider your own political instincts. Do you routinely think that government ought to be in the business of promoting good things (maybe marriage or religious charities) and discouraging bad things (perhaps porn, pot-smoking, and violent video games)?


But if government is in the business of promoting what is good and suppressing the bad, that is a license for it to stick its nose into virtually every human activity.


Politicians—and we voters—can dream of guaranteed incomes, world peace, or green energy. But reality puts limits on our political fantasies. The mature response to cries of “Yes, we can!” should be “No, we can’t!” Not when “we” means government. Government cannot, and it shouldn’t try! Saying “no” will not win you many cheers, but we should be realistic about what government cannot do.


-JOHN STOSSEL in No, They Can’t









The government is not a neutral arbiter of truth. It never has been. It never will be. Doubt everything. John Stossel does. A self-described skeptic, he has dismantled society’s sacred cows with unerring common sense. Now he debunks the most sacred of them all: our intuition and belief that government can solve our problems. In No, They Can’t, the New York Times bestselling author and Fox News commentator insists that we discard that idea of the “perfect” government—left or right—and retrain our brain to look only at the facts, to rethink our lives as independent individuals—and fast.


With characteristic tenacity, John Stossel outlines and exposes the fallacies and facts of the most pressing issues of today’s social and political climate—and shows how our intuitions about them are, frankly, wrong:


• the unreliable marriage between big business, the media, and unions


• the myth of tax breaks and the ignorance of their advocates


• why “central planners” never create more jobs and how government never really will


• why free trade works—without government interference


• federal regulations and the trouble they create for consumers


• the harm caused to the disabled by government protection of the disabled


• the problems (social and economic) generated by minimum-wage laws


• the destructive daydreams of “health insurance for everyone”


• bad food vs. good food and the government’s intrusive, unwelcome nanny sensibilities


• the dumbing down of public education and teachers’ unions


    • how gun control actually increases crime


. . . and more myth-busting realities of why the American people must wrest our lives back from a government stranglehold. Stossel also reveals how his unyielding desire to educate the public with the truth caused an irreparable rift with ABC (nobody wanted to hear the point-by-point facts of ObamaCare), and why he left his long-running stint for a new, uncensored forum with Fox. He lays out his ideas for education innovation as well and, finally, makes it perfectly clear why government action is the least effective and desirable fantasy to hang on to. As Stossel says, “It’s not about electing the right people. It’s about narrowing responsibilities.” No, They Can’t is an irrefutable first step toward that goal.









 


JOHN STOSSEL hosts his own one-hour weekly Fox Business Network show, Stossel, and a series of one-hour specials on Fox News. He also appears regularly on The O’Reilly Factor and other Fox News shows. During three decades in journalism, Stossel has received numerous honors and awards. He is a nineteen-time Emmy Award-winner, and a five-time honoree for excellence in consumer reporting by the National Press Club. His two previous books spent more than twenty weeks on the New York Times bestseller list.
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NO,
THEY CAN’T 





INTRODUCTION


Is There Anything Government Can’t Do? Well . . . 


I’m a skeptic. I’m suspicious of superstitions, like, say astrology. Or that “green jobs will fix the environment and the economy.” I understand the appeal of such beliefs. People crave simple answers that give us the impression that some higher power determines our fates.


The worst superstition—the most socially destructive of all—is the intuitively appealing belief that when there is a problem, government action is the best way to solve it.


Opinion polls suggest that Americans are dissatisfied with government. As I write this, Congress has only a 12 percent approval rating. Government planners failed in the Soviet Union, in Cuba, in America’s public school system, and at the U.S. Postal Service. Yet for all this failure and the resultant public dissatisfaction, whenever another crisis hits, the natural human instinct is to say, “Why doesn’t the government do something?”


What government usually does is make the problem worse and leave us deeper in debt. Why don’t we ever learn?


Because there are always problems that must be solved! And there are always politicians pretending to be problem solvers. They are so interested in our welfare that it’s all they talk about. Some of them even went to Harvard, so they must be smart. So we believe them when they say, “Yes, we can!”


At first, when Obama’s supporters shouted, “Yes, we can!” they spoke as individuals eager to work toward common goals: they wanted to elect Obama, fire Bush, help the poor, invent better medicines, etc. Individuals can actually do those things.


But the Obama frenzy soon turned into the people expressing faith in the power of government to solve those problems. Some acted as if Obama was a magical politician whose election would end poverty and inequality and bring us to “the moment when the rise of the oceans began to slow and our planet began to heal,” as he said in a famous campaign speech.


The oceans, somehow, did not slow, and at least now people have come to understand that presidents—including this president—can’t do all that. But it’s harder to grasp that a free people probably can. That’s a counterintuitive idea. To most people, it seems intuitive to think that an elite group of central planners can accomplish more than free people pursuing their own interests. Those people need a better understanding of economics. In 1988, just before European communism collapsed, Nobel Prize–winning libertarian economist Friedrich Hayek wrote in The Fatal Conceit that “the curious task of economics is to demonstrate to men how little they really know about what they imagine they can design.”


I often begin my Fox Business Network TV show by doing “man on the street” interviews. Once I asked people, “What do you want your government to do?” No one said that they’d like 1) predictable rules, 2) to be kept safe, and 3) to be left alone. People said things like “provide jobs” or “provide better jobs.”


Why would anyone think that the government is capable of giving them a “better job”?


It’s usually a mistake for me to ask people what they want government to do. Each time I do, I invite them to assume that politicians can figure out how 300 million Americans should organize their lives.


Most people are humble. They struggle to run their own lives. They’re grateful to politicians who want to take charge. But this is always a bad bargain. History is filled with examples of how the rules politicians make create new problems without solving the old ones.


 







WHAT INTUITION TEMPTS US TO BELIEVE:


When there’s a problem, government should act.


WHAT REALITY TAUGHT ME:


Individuals should act, not government.








 


I never went to journalism school. I learned on the job.


It didn’t take me long to understand—first in my years at local TV stations and then at ABC’S 20/20—that almost every “news” story should draw attention to some terrible problem: homelessness, illegitimacy, the crack cocaine epidemic, people spending too much time on the Internet, poor people not spending enough time on the Internet. Whatever the problem, there was almost always just one answer: “Government should do something.” (Sounds better than doing nothing, right?) “The government should pass a law”—after a while, it just seemed like common sense.


But that intuition is flawed. People vastly overestimate the ability of central planners to improve upon the independent action of diverse individuals. What I’ve learned watching regulators try to improve the lot of consumers is that they almost always make things worse. For each new problem that regulators imagine they’ve solved, they invariably create new ones. If the regulators did nothing, the miraculous self-correcting mechanisms of the market would mitigate most problems with more finesse. And less cost.


But people don’t get that. People instinctively say, “There ought to be a law.”


If Americans keep voting for politicians who want to spend more money and pass more laws, the result will not be a country with fewer problems but a country that is governed by piecemeal socialism. We can debate the meaning of the term, but there should be no doubt that socialism leaves us less prosperous and less free.


Economists tend to focus on the “prosperous” part of that statement. They use statistics to gauge how average incomes or the gross domestic product of one country compare with another’s. But the “free” part, which sounds vague, is just as important. Individuals matter, and individuals’ choices matter. Objecting to restrictions on individual choice is not just an arbitrary cultural attitude. It’s a moral objection. If control over our own lives is diminished—if we cannot tell the mob, or even just our neighbors, to leave us alone—something changes in our character. We become passive, and that is tragic.


Every time we call for the government to fix some social or economic problem we accelerate the growth of government. If we do not change the way we think about problems, we will end up socialists by default, even if no one calls us that.


President Obama was called a socialist for saying that government can solve our economic problems with massive spending—and for increasing the government’s control over banks, the auto industry, housing, health care, and more. Shortly after he took office, Newsweek ran a cover story declaring, “We are all socialists now!” But calling Obama a socialist is probably unfair. After all, he hasn’t called for government ownership of the means of production. But what he has done is move toward more government control of the economy. That’s been his first answer to every problem. And, in the end, that’s pretty close to socialism.


But then, surprise! The Tea Party movement emerged and challenged the welfare-state politicians. Now Republican presidential candidates talk about the private sector. That’s progress. People say the success of the Tea Party shows that Americans want less central planning.


Maybe. But what scares me is that, contrary to what some Tea Party activists tell you, Obama today is not all that out of step with the way most Americans think.


• The president saw a faltering economy and thought: “Government should spend more to increase economic activity.” Judging by the initial enthusiasm for programs like Cash for Clunkers and “shovel-ready” stimulus jobs, so did most Americans.


• He saw automakers on the verge of bankruptcy and thought: “We can’t let GM or Chrysler go bankrupt—too many jobs would be lost.” Most Americans, and George W. Bush, agreed.


• He saw people out of work and moved to extend unemployment benefits to almost two years, saying, “We’ve got a responsibility to help them make ends meet.” Many Americans agree.


• He saw the banking sector implode and thought: “Regulation could prevent that.” Most Americans still believe that today. Both Bush and Obama said government had to bail out the banks to prevent “systemic collapse.” Most Americans agreed.


Consider your own political instincts. If you are on the right, do you think that government ought to be in the business of promoting good things (maybe marriage, or religious charities) and discouraging bad things (perhaps porn, pot smoking, and violent video games)?


But if government is in the business of promoting what is good and suppressing the bad, that is a license for it to stick its nose into virtually every human activity.


Politicians—and we voters—can dream of guaranteed incomes, world peace, or green energy. But reality puts limits on our political fantasies. The mature response to cries of “Yes, we can!” should be “No, we can’t—not when ‘we’ means government. Government cannot, and it shouldn’t try!” Saying “no” will not win you many cheers, but we should be realistic about what government cannot do. And being realistic sometimes means fighting what our instincts tell us.


 







WHAT INTUITION TEMPTS US TO BELIEVE:


Someone needs to plan, and the central planners know best.


WHAT REALITY TAUGHT ME:


No one knows enough to plan a society.








 


Pity us poor humans. Our brains really weren’t designed to do economic reasoning any more than they were designed to do particle physics. We evolved to hunt, seek mates, and keep track of our allies and enemies. Your ancestors were pretty good at those activities. If they were not, you would not be alive to read this.


Those evolved skills still govern humans’ favorite activities (modernized versions include game playing, dating, gossiping). We’re hardwired to smash foes, turn on the charisma, and form political coalitions of friends. We’re not wired to reason out how impersonal market forces arrive at solutions. But it’s mostly those impersonal forces—say, the pursuit of profit by some pharmaceutical company—that give us better lives.


Learning to think economically—and to resist the pro–central planning impulse—is our only hope of rescuing America from a diminished future.


Hayek argued in The Fatal Conceit that one of humanity’s biggest problems is that we use instincts that evolved when we lived in small tribes and extended families to make decisions about how to run the far more complex “extended order” of a modern economy. This creates a “Father knows best” approach that doesn’t work well outside the family or tribe.


It’s natural to trust the elites in Washington. After all, their very eagerness to address the “public good” shows that they have “enlightened values.” Such arguments strike an emotional chord—but shouldn’t. The days when society was an extended family—when you were likely to starve in the cold unless you heeded the village elders—left us with instincts that make us feel safer when the elders call the shots. But we should resist those instincts. Ancient societies weren’t safe by our standards—people lived perpetually on the brink of starvation.


In a world where millions of people make complex economic decisions, often what “feels right” makes for bad policy. It leads us to think that politicians can manage our lives as easily as the head of a simple village used to decide when it’s time to harvest more fruit.


As long as Americans—and perhaps all human brains—leap to the intuitive yet false conclusion that governments solve problems, we’re in big trouble. That’s why we keep increasing government power: it seems like the obvious solution. Yet such “solutions” inevitably generate more problems for government to “solve.”


Here are just a few examples:


• We can revitalize the neighborhood with a big project like, say, a new sports arena! The big government–subsidized sports arenas and stadiums never achieve their promised goals, and their costs—usually paid by taxpayers—suck the life out of the local economy.


• We must guarantee workers a “living” wage! Simple intuition seems to tell us that such laws help the working poor. It takes some thinking to realize that a law can’t make a $5 worker worth $10—if it could, we might as well set the minimum wage at $100 an hour. Living-wage laws have nearly eliminated ushers, gas station attendants, grocery store baggers, and other entry-level jobs that used to give people vital early employment experience.


• Home ownership is good, so government can and should create more of it! The left wanted to subsidize home buying to help poor people escape greedy landlords. The right wanted to promote “family values” and an “ownership society.” Politicians on both sides coveted housing subsidies because they won applause from lobbyists.


But subsidies rewarded irresponsible risk taking and punished thrift. They created the housing bubble, gutted retirement accounts, and screwed the taxpayer.


• We can steer America toward cleaner forms of energy. If Congress jump-starts the research, the country that sent men to the moon will invent an alternative to oil! The market didn’t arbitrarily pick oil as the dominant source of energy. It really is an efficient way to generate power. No matter how much we love windmills, solar panels, or fields of biofuel, we can’t get nearly as much energy out of them as we do out of oil—and we have to pay substantially more for what little energy we do get. Government’s “green” subsidies suck money away from far more useful activities. They kill more good things than they create.


 







WHAT INTUITION TEMPTS US TO BELIEVE:


The important thing is to have heroic leaders.


WHAT REALITY TAUGHT ME:


Real heroes don’t control other people’s lives.








 


We give politicians far too much credit. Harris Interactive Polls asks people who their heroes are. In 2001, Jesus Christ topped the list. In 2009, it was Barack Obama, followed closely by Ronald Reagan and George W. Bush. When people think of “heroes,” they think about politicians.


Sixteen years ago, Senator Edmund Muskie died. Newspapers ran long stories about his life. To reporters, this politician was very important. He was a Democratic presidential contender. “Generations to come will benefit” from his work, the New York Times quoted Bill Clinton as saying.


On the same day, the papers also ran a much smaller obituary for David Packard, founder of the Hewlett-Packard Company. Laser printers, 60 million PCs, hundreds of useful products, and thousands of jobs exist because of David Packard. His management style changed lives. He deemphasized rank and privilege and gave everyone from the chairman on down a doorless office. Ideas like “profit sharing” and “flex time” started at Hewlett-Packard. These are things that make all our lives better.


But to the media, Ed Muskie was the hero—Packard was just a businessman.


Likewise, when Ted Kennedy died in 2009, the media talked about him for days. Presidents attended his funeral. The New York Times ran a long obituary on its front page.


Norman Borlaug died that same year. You probably don’t even know who he was. Borlaug was an American scientist who invented a type of wheat that makes it possible to grow much more food on less land. When he won the Nobel Prize the prize committee wrote, “More than any other single person of this age, he helped to provide bread for a hungry world.”


Borlaug saved millions of lives. Senator Kennedy . . . well, I won’t go there. Borlaug is a hero, but it’s politicians who get celebrated in the media. Something is wrong with this picture.


We long for villains in the same foolish way we long for heroes. After the financial crisis started in earnest in 2008, candidate Senator Barack Obama favored bailouts (President Bush had launched us down that disastrous road) and increased regulation. But the response of his opponent, Senator John McCain, was just as bad. McCain dismissed the complications of regulation and economics altogether—admitting at one point that he’d “never really understood” economics—and said he would find the bad guys on Wall Street whose “greed” got us into the mess. “I’ve taken on tougher guys than this,” McCain bragged in one campaign ad. He implied that a few villainous traders had simply run off with bags of dollars.


That kind of oversimplification is appealing. We’ve evolved to spot—and become outraged by—cheaters and thieves, not to sift through decades of bad investment decisions, regulatory changes, and legalese trying to figure out whether deregulation might prevent similar disasters. It’s more satisfying to just say, “Punish the bad guys!”


I attended college at the height of the hippie era, when so many of us were convinced that bad guys in the Establishment caused our problems. One of my heroes at Princeton was someone especially good at pegging established businesspeople as villains: consumer activist Ralph Nader. In books like Unsafe at Any Speed, which claimed that the Chevrolet Corvair was prone to roll over, Nader confirmed our assumption that we were being ripped off, if not killed, by callous corporations in pursuit of a quick buck. New regulations, he said, would fix that.


My intuition told me that made sense. Instinct told me to watch people’s motivations. What motivates corporations? They want to make money. They don’t care about me. They aren’t part of my tribe or family. Besides, after Nader wrote about the Corvair, General Motors had Nader followed. Creepy. Not hard to spot the villains here.


Nader’s efforts didn’t inspire just me. They inspired countless activist lawyers and “consumer” groups like the Public Interest Research Group, which at many colleges now gets an automatic cut of student tuition money—even when the students don’t agree with its goals and don’t know who Ralph Nader is.


Few of us paid attention when government scientists later concluded that the Corvair was just as safe as other cars. By then Nader had moved on to an ever-widening crusade against chemicals in food, dangerous toys, air pollution, and more. Egged on by a compliant media and political class that instinctively favor central planning, Nader’s “raiders” created thousands of freedom-killing regulations.


When I started work as a consumer reporter, those regulations made sense to me. I could see the injured consumers and the scams perfect for exposing on TV. With Nader-inspired zeal, I wrote about shoddy products and greedy businessmen. My colleagues and I demanded “reforms.”


I barely noticed as the number of regulations mushroomed. During the 1960s, the Federal Register, which publishes new regulations, doubled in size. The Code of Federal Regulations, which contains all the final regulatory rules under which we live, is now 160,000 pages long. Do you comply with all 160,000 pages of federal law? Every year, Congress adds several thousand new pages.


I was too busy winning Emmy Awards for bashing corporations to notice that there are a million subtle, unintended effects of all this “protection.” When companies are forced to redesign products, prices rise. That alone makes life less safe. Tougher airline safety rules lead to higher ticket prices, which lead more people to drive to Grandma’s house. I call that statistical murder.


 


Lately, Nader has moved on to denouncing the entire American political system as a corrupt tool of corporations.


But what exactly do these evil corporations do to me? Mostly, they try to sell me stuff, and they hope I’ll like it so they can sell me more stuff. The way capitalists get really rich is to serve their customers well. If they rip me off, word gets out, their reputation takes a hit, and they lose business. The free market is ruthless at ferreting out and punishing inferior products and services.


Yet progressives tell us that companies are a menace. “Corporate power lies behind nearly every major problem we face—from stagnant wages and unaffordable health care to overconsumption and global warming,” warn columnists in the political magazine Yes. Progressives always fear the “power” of business, rather than the power of government. But government has a power no business has: force. If we refuse to do “business” with government, government will fine us—jail us. I can rudely tell Microsoft that I refuse to buy its products—but I can’t tell the Internal Revenue Service to take a hike when it orders me to pay for the Department of Energy, foreign wars, monuments, bailouts, and everything else the government does, no matter how dissatisfied I am with its results.


The more power we give government to control businesses, the more businesses seek to control government. Instead of obsessing about inventing better products, they obsess about getting cozy with politicians and regulators. They “invest” in people who are clever at manipulating rules. This distracts them from real entrepreneurship.


It’s no coincidence that one of the greatest wealth creators in history, the computer business, blossomed in the two metropolitan areas farthest from Washington, D.C.—Silicon Valley and Seattle. For years, Microsoft created great wealth by hiring engineers and programmers. They employed no lobbyists. Then government sued Microsoft, claiming antitrust-law violations. Now the company spends millions on lobbying and even uses its Washington connections to attack rivals.


This is not a good trend.


It’s one more reason that we’re better off keeping government small—and laws simple enough that businesses have little to lobby about. The smaller the government, the less the need to manipulate politicians.


 







WHAT INTUITION TEMPTS US TO BELIEVE:


Big business runs the media, so the media support business.


WHAT REALITY TAUGHT ME:


The media hate business.








 


This libertarian view of the proper scope of government (namely, small and limited) wasn’t popular at Princeton, nor in any newsroom where I worked. Economists like Hayek and Milton Friedman won Nobel Prizes, but for years their words didn’t reach me. Only twenty years into my career, after I discovered Reason magazine, did libertarian ideas begin to inform my reporting.


My first serious attempt to express them on TV was a piece that 20/20 let me run in 1989 called “Relaxing the Rules.” I covered some unexpected consumer benefits that had come from deregulation. Remarkably, this deregulation—something that most intellectuals and media opposed—began under President Carter’s reign. Regulators freed natural gas prices, eliminated the Interstate Commerce Commission and its control of trucking prices, and eliminated the Civil Aeronautics Board and its stranglehold on airlines’ decision making. Politicians and reporters predicted disaster.


When natural gas prices were deregulated, they wailed that prices “would skyrocket.” The opposite happened. More fluid markets meant more competition, and prices dropped.


Airlines, once limited to a handful of big carriers, suddenly faced competition from upstart local airlines. Prices dropped sharply. True, planes and airports got more crowded, but flights went from something reserved for the rich to transportation for the masses.


Once trucking companies were allowed to set their own prices, shipping costs dropped, and almost every product became a little cheaper. This saved Americans billions, but most people didn’t notice. The media barely paid attention.


Hugh Downs was a little shocked when I said these things on 20/20. “Really, John, I had no idea,” he said.


I then set out to learn more about free markets and to do as much reporting about economics and regulation as I could. ABC News wasn’t thrilled about that. But I was good at producing TV programs, so they kept me on and reluctantly agreed to let me do three hour-long prime-time specials.


When I proposed my first one, on risk, Are We Scaring Ourselves to Death?, my bosses resisted. Alan Wurtzel, ABC’s research director at the time (he’s now at NBC), said: “A show on risk? You should do something on diet or breast implants—we know people will watch that.” My bosses delayed the show for two years. But I give ABC credit. After bitter arguments, they ran it. Although my bosses often disagreed with my point of view, they usually let me air it.


Two producers quit rather than work on the hour. They said a show about the negative side effects of regulation was “conservative dogma—not journalism.” ABC flashed the disclaimer “perspective” on the screen, and the hour had to be followed by a “town meeting” segment, where people could rebut the program’s assertions. ABC executives were surprised when the special got big ratings and praise from scientists.


Despite that special’s success, each new one was a battle. European communism was collapsing because of the failure of central government planning, but saying “let the market decide” was still heresy at ABC.


I fought the lawyers and liberal producers for twenty years. I tried to ignore their sneers and skepticism. After all, ABC paid me well, and I got to give millions of viewers a take on markets that they didn’t generally get. But finally, two decades later, I gave up.


Just as the choice-in-education movement blossomed, 20/20 rejected my request to update my prime-time special Stupid in America, even though the initial broadcast got great ratings (see chapter 9 for more on education). Then, in 2009, the big story became Barack Obama and his health-care plans. The media quickly agreed that Obama’s ideas were brilliant.


I knew better. I had already done a TV special on government-run health care in Great Britain and Canada. I’d confronted Michael Moore about the claims he made in Sicko (see chapter 5). I had cool video of the rare Canadian medical patients who got cutting-edge treatment (dogs and cats).


I was excited to be ahead of the media curve. With ObamaCare in play, I knew that ABC would be eager to update my special. 20/20’s executive producer said he would run it shortly after ABC aired a “town hall” meeting that Barack Obama held at the White House. My special would help balance the discussion.


But then my report was “delayed.” Michael Jackson died, and I was told that 20/20 obviously needed to do the entire hour on that. The following week, 20/20 aired an interview with Michael Jackson’s sister. The following weeks, 20/20 covered his drug use, his music, his friends, his influence on America, where his money went, and so on.


ABC never found time to run my hour on the downside of ObamaCare.


I saw the writing on the wall. Network ratings were down. ABC wanted to cut costs. My politics were wrong. I would be among the first to go when my contract was up. I jumped before I was fired.


I phoned Fox News and said, “Please, hire me!” Fortunately, they did.


I never thought I’d be a weekly show for Fox Business Network (FBN), in addition to fighting with Bill O’Reilly on Tuesday nights and producing documentaries. I’d always done stories that I carefully edited. I’d obsess for hours over a few seconds of videotape. Now I do shows live! This was a shock. There were many shocks.


Arthur Brooks, president of the American Enterprise Institute, warned me that it takes eighteen months to get comfortable in a new job. He was right.


I struggled at first. I’m scared of live. I’m a stutterer. I feared that I’d humiliate myself on live TV. In elevators, people asked how I was doing. I told them that it was difficult—that I wasn’t used to so much unedited television, let alone live TV. Eventually one person told me, “Y’know, when people say ‘How are you?’ they don’t really need to hear how you are. You can just say ‘Fine.’ ”


Now I’m doing better. As I write this, just past my eighteenth-month mark, I’m actually having fun. Fox makes it easy. The company is better run than ABC. Being nonunion probably helps. So does the fact that people are very busy. At ABC there were endless meetings—lots of waiting around. Not at Fox. You do the work. They put it on the air.


My Fox Business Network show has a smaller audience than 20/20’s, but my best work now reaches 12 million high school students. A nonprofit, Stossel in the Classroom, gives free copies to teachers, along with teacher guides. Today thousands of teachers use my DVDs to introduce students to free markets. An ABC executive had tried to kill that project. She sneered, “We don’t want libertarian activists associated with ABC!” Fox, being more open-minded, allows Stossel in the Classroom to use the videos. Now, to my great satisfaction, more Americans watch them than watch 20/20.


Also, Fox runs my edited specials several times, and then I reach an audience equal to American Idol’s. Really. One show, Freeloaders, was seen by 15 million people.


Even if I had fewer viewers, the job change was worth it just for the improvement in my working climate. At ABC News, when Peter Jennings saw me in the hall, he abruptly turned the other way. Others rolled their eyes. Politically hostile lawyers and producers combed though my scripts, demanding extra documentation if I said something positive about markets, asking me to “take this out” or “tone that down.” Usually I could persuade them to let me say most of what I wanted to say, as long as I “softened” some of it. But too many stories I thought were important—like government land theft called eminent domain, or the FDA actually endangering people’s lives by withholding lifesaving drugs—were not aired. At Fox, they let me speak.


I’m so glad I made the switch. At FBN, business reporters actually understand free markets. They don’t sneer when I offer ideas that seem counterintuitive.


Many at Fox disagree with some of these ideas. But the big difference—and joy—is that at Fox, difference is respected. They believe different ideas deserve to be heard. If I get into a political argument—like my fights with Sean Hannity and Bill O’Reilly about drug legalization—the people arguing usually understand that they have a political position. At ABC, my colleagues denied that ideology influenced their reporting. Many acted as if the only person in the building with political views was . . . me. When I once suggested that politicians’ love of socialism kept India poor, Peter Jennings said my “bias” was “an embarrassment” to ABC and demanded that I be fired. At least ABC executives ignored his demand.


Of course everyone has biases—even ABC reporters. They just don’t think they do. I know that my brain is full of biases and misperceptions, but at least I am aware of the problem—and of a few of the important ways the human brain routinely goes wrong. That, as well as my ignorance, keeps me humble when people ask me questions like “Don’t you think we should abolish the Fed?”


I mention my ignorance because plenty of people know more than I do. My scientist brother is smarter than I am. So are most people who work at FBN. Milton Friedman once called me “that rare creature, a TV commentator who understands economics, in all its subtlety.” I loved that quote. But it’s one of the few things Milton got wrong.


After forty years of consumer reporting, I do have an understanding of the subtleties of markets and government’s incompetence at improving on them. But I don’t understand economics. I was a college psychology major. I think I’ve learned a thing or two—with help from great minds who came before me: Hayek, Sowell, Friedman, Murray, and others—but there is so much that I don’t understand.


What I have learned, though, may be the most important thing: that even if I were an economic genius, that wouldn’t mean I could be trusted to manage the economy. No one can be trusted to manage the economy. I began this introduction with criticism of President Obama, but I don’t assume that Republicans would be better. Both parties share the fatal conceit of believing that their grandiose plan will solve America’s problems. Neither plan will.


But cheer up: saying that government is not the way to solve problems is not saying that humanity cannot solve its problems. What I’ve finally learned is this: despite the obstacles created by governments, voluntary networks of private individuals solve all sorts of challenges. Government offers guarantees on paper, promises in speeches, new rights to replace old ones (and often undermine old ones, like property rights). But government doesn’t deliver. Individuals do. Markets do.


Markets aren’t perfect. But they allow for a world where prudence is rewarded and recklessness punished—a world in which people are more likely to take risks and innovate—one where more people prosper. That includes the poor. It’s said that “the poor will always be with us,” but if free markets were unleashed, that would be much less true. The future could be one so rich—so filled with technology and wonders—that my grandchildren would need to read about poverty to know what it was.


To get to that sort of world, though, we need to discard a lot of appealing ideas. We need to retrain our brains. It took me twenty years to retrain mine.





1


“FIXING” THE ECONOMY


We spend too much time waiting for orders—and money—from Washington.


This happens because people think “something must be done” (by government) whenever bad things happen. When the housing bubble burst and stock prices tanked, President Obama told us: “The consensus is this: We have to do whatever it takes to get this economy moving again—we’re going to have to spend money now to stimulate the economy. . . .”


The idea, always implicit in the government’s thinking, but made explicit in the past few years, was that whatever the government spends money on will create a “multiplier effect”—that is, each dollar spent by the government will somehow generate more than a dollar’s worth of economic activity. That activity will create jobs.


The recession gave politicians a license to do what they wanted to do all along: spend. The usual checks on extravagance, weak as they are, were washed away. Budgets? We’ll worry about that later. Inflation? We’ll worry about that later.


 







WHAT INTUITION TEMPTS US TO BELIEVE:


Government can “get the economy moving again.”


WHAT REALITY TAUGHT ME:


Government does not spend money better than individuals do.








 


A true free market doesn’t require much. It needs property rights, so no one can take your stuff. Then, people trade property to their mutual advantage, life never being perfect, but generally improving with each trade. Resources move around without the need for a central, coercive government telling people which resources should go where—or telling them that they must get permission to do what they think advantageous.


Ever see the website that tells the story of the guy who starts with a paper clip and trades his way up to a house? It was just a stunt, but that’s roughly what happens when the market is left alone. People combine resources in new ways to create wealth—and, in the process, jobs.


When President Obama took office, he promised to “save or create” 3.5 million jobs. Should we credit him for saving any jobs? He says that unemployment would be worse without his stimulus. But how can we know? I assume his spending on expensive government jobs crowded out better, more sustainable jobs.


If the economy recovers and President Obama claims he caused that, it wouldn’t be the first time a “leader” ran in front of a crowd and claimed to have led the way. But politicians don’t deserve credit for what free people do.


Given time, an economy, unless crippled by government intervention, will regenerate itself. The Keynesians in the administration said government had to “jump-start” the economy because businesses weren’t hiring. But an economy is not a machine that needs jump-starting. The economy is people who have objectives they want to achieve.


For now, the big-government media are baffled that big spending hasn’t paid off. “Companies are sitting on billions of dollars of cash. And still, they’ve yet to amp up hiring or make major investment,” wrote the Washington Post.


C’mon, Post, don’t blame the companies. CEOs don’t just wake up one day and decide not to hire. They hold back, quite reasonably, because they don’t know what obstacles they’ll face next. Will activist government prop up housing prices? Impose a new health-care mandate? Forbid me to move to South Carolina?


When rules are unpredictable or unintelligible (is the investment firm you use in compliance with the 2,300-page Dodd-Frank finance regulatory act?), then businesses hesitate to hire. When new employees are threats because byzantine Labor Department regulations make it impossible to fire them, businesses hesitate to hire. When tax increases lie ahead, businesses hesitate to hire. I don’t blame them.


Nothing more effectively freezes business than what historian Robert Higgs calls “regime uncertainty.”


 







WHAT INTUITION TEMPTS US TO BELIEVE:


Government creates good things.


WHAT REALITY TAUGHT ME:


We see what government creates—but don’t see what might have existed instead.








 


Despite politicians’ talk of “giving” money to this or that (remember those tax rebate checks with President George W. Bush’s name emblazoned on them?), government has no money of its own. It has to take it from the private sector. Grabbing those scarce resources stifles the real economy.


One of the most important questions in politics should be: “Would the private sector have done better things with that money?” (And we should ask a similar question about the decision-making authority government takes from us every time it regulates.)


A healthy economy does not just create jobs-of-any-kind, it creates productive jobs. The pharaohs of ancient Egypt created plenty of jobs building pyramids, but who knows how much better the lives of ancient Egyptians (especially the slaves) might have been had they been free to engage in other work? They would all have had better housing, more food, or snazzier headdresses. Even as smart a person as economist John Maynard Keynes seemed to forget about that when he wrote in his General Theory back in 1936, “Pyramid-building, earthquakes, even wars may serve to increase wealth.”


By that logic, government could create full employment tomorrow by outlawing machines. Think of all the work there’d be to do then! Or government could hire people to dig holes and then fill them up (sadly, some government work resembles that).


Think about the two other methods to “increase wealth” that Keynes lumped in with pyramid-building: earthquakes and war. Now, sure, after a war or earthquake, there’s plenty of construction to be done. After the Haitian earthquake, Nancy Pelosi actually said, “I think that this can be an opportunity for a real boom economy in Haiti.” New York Times columnist Paul Krugman made a similar error. On CNN, he said if “space aliens were planning to attack and we needed a massive buildup to counter the space alien threat . . . this slump would be over in eighteen months.” Before that, he’d said the 9/11 attacks would be good for the economy.


This is Keynesian cluelessness at its worst. Sure, rebuilding after 9/11 or a Mars invasion would be good for the economy—but only if you ignore the fact that the same money and effort could have been used to make Crock-Pots, save for college, invest in Apple, or for countless other things.


Isn’t it obvious that those same workers could have done more productive work—with the resulting overall standard of living higher as a result? Does anyone really wish for earthquakes? There is something very wrong with mainstream politics and economics if some of its most respected practitioners overlook this point.


The economic philosopher Frédéric Bastiat called their mistake the “broken window fallacy.” If I break your window, it’s easy to see that I’ve given work to a glass-maker. But what we don’t see or think about is this: you would have done something else with the money you paid the glass-maker. That money would have created different jobs.


Reporters get confused by this. We favor government projects because we cover what is seen, not the unseen. The beneficiaries of the politicians’ conceit are visible. We see the windmills, solar farms, and housing subdivisions. The media see workers who got a raise from the new minimum wage. But we cannot see what didn’t happen because politicians acted. I cannot photograph the store that didn’t open because taxes went to homebuilders and solar farms. I cannot interview the worker never offered a job because the minimum wage priced him out of the market. I don’t even know who he is.


Creating jobs is not difficult for government. What is difficult is creating jobs that produce wealth.


As I write this, the New York Times reports that the Dodd-Frank regulation has been “a boon” to lawyers and corporate accountants. The article actually calls the regulations an “unofficial jobs creation act.”


Give me a break. Pyramids, broken windows, and extra accounting work do not produce wealth.


Under President Obama’s “stimulus” plan, jobs were created to weatherize buildings, build wind turbines, and repair roads. Politicians claimed these were valuable projects. But outside the market process, there is no way to know whether those were better uses of scarce capital than what would have been produced had the money been left in the private economy.


Since government services are funded through the compulsion of taxes, they have no market price. Without market prices, we have no way of knowing the importance that free people place on those services. We cannot calculate how much wealth we lose when politicians allocate resources.


Underlying President Obama’s (and Paul Krugman’s) call for more “stimulus” spending is the largely unexamined assumption that government spending will be more productive than spending by you and me.


But we don’t just throw our money off a cliff. We buy things. We invest, give to charity, save for college, save for retirement. All that is useful. Individuals do all kinds of things the government pretends that only it can do.


Krugman seems to think we’re all just goofing off here in the private sector, whereas the president and his wise advisers will steer money to truly productive uses, just as John Maynard Keynes believed back in Franklin D. Roosevelt’s day. Progressives say that FDR helped pull America out of the Great Depression. But his programs probably lengthened the Depression, even generating a depression within the Depression in 1937. Roosevelt’s Treasury secretary did complain: “After eight years of this administration we have just as much unemployment as when we started.” Sound familiar?


Amity Shlaes shows in her book The Forgotten Man that the New Deal failed because it interfered with the market’s natural regenerative processes. By creating uncertainty about what government would do next, government made businesses afraid to invest and hire. Again, sound familiar? Why expand if you fear new taxes? If you can’t even understand the rules?


 







WHAT INTUITION TEMPTS US TO BELIEVE:


It’s good for government to encourage home ownership.


WHAT REALITY TAUGHT ME:


When government interferes in a market . . . bad things happen.








 


U.S. politicians want to “support” the housing market. They’ve created housing subsidies, mortgage-backing Fannie Mae and Freddie Mac, the Federal Housing Administration, and zero down payments. What great ideas! The subsidies and loan guarantees would help more people buy homes, and since homeowners are more responsible citizens, everything will be better.


You’ve seen the result.
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