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Newsmagazine face-off 

Whose future? 
"The next age of man" v. "endangered  earth" 

Time and The Economist offer 
starkly different visions of the 
future. One is a bright and 
challenging future of progress, 
achievement, high technology, 
and economic growth; the other 
is a darker future of worldwide 
famine and environmental dis-
aster. Which is most likely to 
come true? 

Two leading  newsmagazines, Time 
and  The Economist  launched  the  new 
year  with special  surveys  of the  fu-
ture.  Time  outlined  a  pessimistic fu-
ture of  probable  environmental dis-
aster,  with  articles  calling for  major 

new national (and international) pro-
grams to deal with pending ecologi-
cal crises. For young people perusing 
Time's dismal scenarios, the future 
looks bleak. 

In contrast,  The  Economist's 14-page 
survey "The next  ages  of man" is up-
beat and optimistic. Authored by 
retiring editor Norman Macrae, this 
survey  sketches an exciting future 
built on  steady  technological pro-
gress,  and  a  new worldwide  awaken-
ing  to the folly  of  central planning. 

An economic growth rate of only 
three and  a  half  percent  per  year 
doubles  the size of an  economy  every 
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Why do we still think 
babies create poverty? 

Why do we still believe that popu-
lation growth slows economic devel-
opment? 

For 30 years our institutions have  

misanalyzed such world develop-
ment problems as starving children, 

	

	illiteracy, pollution, supplies of natu- 
ral resources and slow growth. The 
World Bank, the State Department's 
Aid to International Development 
(AID), The United Nations Fund for 
Population Activities (UNFPA) and 
the environmental organizations 
have asserted that  the  cause is popu-
lation growth  —  the population  "ex-
plosion" or "bomb" or "plague." 

	

	 But for almost as long, there has 
been a body of statistical evidence 
that contradicts this conventional 
wisdom about the effects of popula-
tion policy toward less-developed 
countries. 

This error has cost dearly. It has 
directed our attention away from the 
factor that we now know is central in 
a country's economic development, 
its economic and political system. 

 Furthermore, misplaced belief that 
population growth slows economic 
development has been the basis for 
inhumane programs of coercion and 
the denial of personal liberty in one 
of  the most valued choices a family 
can make  —  the number of children 
that it wishes to bear and raise. 

One of the reasons this idea  stays 
in currency is that in an ideologically 
divided world, the population  bogey 
has  been the rare sweet issue every-
one could  agree  upon. I ran into this 
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Return of a 
doomsday dropout 
The problem with pessimism 

Environmentalist Eric  Zencey 
warns of the "seduction in apocalyp-
tic thinking." If we become convinced 
that ecological doom is unavoidable, 
then of course we are less likely to 
think about and plan for the future. 
Without hope for the future, we focus 
on the present. 

According to Zencey, the ecologi-
cal doomsday scenario keeps repeat-
ing that "things can't go on like this," 
and points to a soon-to-come break-
ing point. Doomsday, this scenario 
goes, will be brought about by indus-
trial pollution, overpopulation, or 
greenhouse warming and worldwide 
deforestation (if not by nuclear war). 

Zencey was taught the apocalyptic 
vision in college: that man had 
abused the earth for three or four 
thousand years, that the modern in-
dustrial state was unsustainable, that 
population growth had passed earth's 
"carrying capacity," and that the fu-
ture would bring "a dramatic change, 
a momentous upheaval out of which 
would come a new society that [was] 
wise to the lessons of ecology." In ge-
ology class, Zencey learned "along 
with 400 other underclassmen in the 
darkened lecture hall" that the world 
would run out of oil by the year 
2000. 

Believing that things cannot con-
tinue, however, doesn't keep them 
from continuing. Time keeps on 
flowing (like they say, "in two days 
tomorrow will be yesterday"). After 
years of waiting for doomsday, Zen-
cey gradually relinquished his pessi-
mism: 

"I began to change my way of 
thinking when my daughter was  

born... there came a growing sense 
that life endures, and a realization 
that my own life was actually hap-
pening, not held in suspension until 
the day that my beliefs would be vin-
dicated. There grew within me a sus-
picion that life might go on like this 
forever... I began projecting myself 
ahead ten, 20, 30 years. What would 
it be like when my daughter left for 
college?" 

Interestingly,  while absorbing 
doomsday teaching in  geology, Zen-
cey  did  hear  the characteristically up-
beat view economists have of the fu-
ture.  In an  economics class his 
professor argued that the world 
would never run out of oil: "the last 
barrel would be too expensive to use, 
and would probably be bought at 
auction  for display in a museum; but 
by then the market would have dis-
covered alternatives." 

The "market discovery" process 
that Zencey refers to is what fuels 
economists' optimism about our abil-
ity to cope with the future. Eco-
nomists have observed time and 
again the way impending shortages 
create rising prices, and how rising 
prices quickly signal entrepreneurs to 
research, discover, and develop alter-
natives. Changing prices alter the be-
havior of millions, smoothly adjust-
ing their actions to changing 
environmental conditions. As oil be-
comes scarce, solar power will be-
come comparatively less expensive. 
Innovators will pour their energies 
into better and cheaper solar power. 

But as other Econ Update articles 
emphasize, the market process can 
only be engaged when property  

rights are clearly defined. And unfor-
tunately, the world's rivers, lakes and 
oceans, and much of its wildlife and 
wilderness are still unowned or pub-
licly owned  —  and are, in either case, 
inadequately protected. EU 

(Eric Zencey comments are from 'Apoca-
lypse now?  Ecology and the peril  of  dooms-
day visions," originally in North Ameri-
can Review, and reprinted in the 
January/February, 1989  issue of  the Utne 
Reader.) 
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Why do we still think babies create poverty? continued  

perverted amity at a discussion of 
population economics in India last 
winter attended by many employes of 
international agencies. In four days, 
there was not a single mention of the 
role of the economic system, whether 
market-directed or state-controlled. 
And when I suggested that the sub-
ject should at least be aired, I was 
met by silence in the formal meeting, 
and I was told informally that the is-
sue simply is outside the scope of at-
tention. "It's like talking religion,"  one 
said. 

Nevertheless, by 1985 we know 
that unlike religion  —  which is a mat-
ter of personal preference and not of 
science  —  there is objective evidence 
that a free enterprise system works 
better than does a planned economy. 

As we shall see, among compara-
ble populations, such as those of 
North and South Korea, East and 
West Germany, or China and Taiwan 
(or China and Hong Kong or Singa-
pore), the part with the enterprise 
system has obviously produced 
greater economic well-being. 

Moreover, population growth un-
der an enterprise system poses less of 
a problem in the short run, and 
brings many more benefits in the 
long run, than under conditions of 
government planning of the eco-
nomy. 

There are about a dozen compe-
tent statistical studies opposing the 
population-explosion theorists. They 
begin in 1967 with an analysis by 
Nobel laureate economist Simon 
Kuznets covering the few countries 
for which data are available over the 
past century, and analyses by Kuz-
nets and Richard Easterlin of the 
data covering many countries since 
World War II. 

The basic method is to gather data 
on each country's rate of population 
growth and its rate of economic 
growth, and then to examine wheth-
er  —  looking at all the data in the 
sample together  —  the countries with 
high population growth rates have 
economic growth rates lower than  

average, and countries with low 
population growth have economic 
growth rates higher than average. 

The studies agree that faster popu-
lation growth is not associated with 
slower economic growth. On aver-
age, countries whose populations 
grew faster did not grow slower eco-
nomically. 

Of course, as countries develop 
economically, the fertility rates tend 
to fall. But it is economic level that 
influences the rate of population 
growth, not the reverse. Costs and 
benefits of having children change 
with the shift from rural to urban liv- 

ing along with increases in education 
and shifts in attitudes  —  this being 
the famous "demographic transition."  

The examples of Taiwan, South 
Korea, Singapore and Hong Kong 
have already been cited. Countries 
with high population growth and 
high economic growth include Thai-
land, Malaysia, Ecuador, Jordan, 
Brazil, Mexico, Syria, Panama, Tai-
wan, South Korea, Singapore and 
Hong Kong. 

Typically, Thailand's population 
more than doubled from 20 million 
to 43 million between 1950 and 1977, 

Continued next page 

Talking about overpopulation 

Too many mouths? 
After a graphic description of life in a shantytown on the outskirts 

of Mexico City, Time's Endangered Earth issue explains: "Mexico 
City has been struck  . . .  by a population bomb."  Not so, argue a 
growing number of development economists, including Hernando 
de Soto in his recently published book The Other Path. DeSoto traces 
the origins of Latin American shantytowns to dense government 
regulations that protect established businesses (and bureaucrats), and 
exclude the poor from the legal economy (see reviews of DeSoto's 
book in recent issues of Forbes and Fortune). 

Did a population bomb explode in Hong Kong? Or Singapore? 
Or Taipei? Maybe, but population growth in these cities exploded 
into stunning increases in productivity, education, and prosperity. 
Prosperity eludes Latin American cities because the people are not 
free to produce, and are not free to make use of the productivity-
multiplying tools (investment) available from the developed world. 

The now-wealthy Pacific Rim countries, which only a generation 
ago were poorer than most Latin American countries, welcomed for-
eign investment, just as foreign investment was welcomed in the U.S. 
in the 1800s (and allowed its underdeveloped agricultural economy 
to rapidly industrialize). 

"Ultimately, no problem may be more threatening to the earth's en-
vironment than the proliferation of the human species," says Time. 
This assumes human beings reproduce like yeast cells. Yeast cells do 
indeed proliferate until transforming their environment so radically 
they die (which is, by the way, how beer is made). Human beings tend 
to slow their rate of "proliferation" as they grow wealthy  —  and many 
developed countries find their populations are actually dropping. 

Julian Simon's analysis of population and natural resource issues 
offers strong economic evidence countering Time's panicked dooms-
day definition of the problem: "Swarms of people are running out of 
food and space." 
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Why do we still think babies create poverty?  continued  

around  three percent growth yearly. Report,  which has been so widely 
And  its  rate of growth of income per publicized, or in such  literature  as 
person was around four percent over  the Worldwatch Institute's book by 
the same years. Of course there are Lester Brown. 
counter-balancing examples of high The research-wise reader may 
population growth and low economic  wonder  whether  population density 
growth, such as many countries in is more important than population 
Africa, where the political-economic growth. But the data show that 
system dominates the economic out-
come just as it does in the countries 
with high economic growth. 

In a review commissioned by the 
International Union for the Scientific 
Study of Populations, Ronald D. Lee 
summarized: "Dozens of studies, higher density is associated with bet- 
starting with Kuznets, have found no  ter rather than poorer economic 
association between the population results. 
growth rate and per-capita income Check for yourself. fly over Hong 
growth rate." Kong  —  just a few decades ago a 

Yet not a single one of these studies  place seemingly without prospects 
is cited by the extensive World Bank because of insoluble resource prob- 

A growing number of development experts agree with Julian Simon 
that population pressures are not the source of poverty in the third 
world, that most natural resources are actually becoming less scarce, 
and that free market policies offer solutions both to pollution in the de-
veloped world and to poverty in the underdeveloped world. The follow-
ing sources are recommended: 

Julian Simon & Herman Kahn, eds., The Resourceful Earth: A Response 
to Global 2000 (Basil Blackwell, 1984, 585 pages). Twenty-five academics 
present powerful critiques of most anti-growth arguments, including 
deforestation, species extinction, overpopulation, global warming. 
(Laissez Faire Books #CU1526, $10.95.) 

Hernando de Soto, The Other Path: The Invisible Revolution in the Third 
World (Harper & Row, 1989). "The best way to understand Latin 
America's problems and issues is to read The Other Path. It is a new book 
which is sweeping Latin America." Bill Bradley, U.S. Senator. (Laissez 
Faire Books #PR5085, $17.95.) 

P.T. Bauer, Reality and  Rhetoric:  Studies in the Economics of Development 
(Harvard University  Press, 1984).  Also see Bauer's earlier Dissent on De-
velopment (Harvard University  Press,  1972). 

J.P. Powelson & R. Stock, The Peasant Betrayed: Agriculture and Land Re-
form in the Third World (Oelgeschlager, Gunn & Hain, 1987). Brief over-
views of misguided agricultural policies in 17 third world countries. 

P. Hill, Development Economics on Trial: The Anthropological Case for a 
Prosecution (Cambridge  University Press, 1986). 

R. Stroup & J. Baden, Natural Resources:  Bureaucratic Myths and Environ-
mental  Management (Pacific Institute, 1983). 

Herbert London, Why  are  They  Lying  to our  Children  (Stein & Day, 
1984). "Generations of school children are being taught that their future 
and that of their world is bleak. This book, based on an important new 
study, is the antidote for mistaken, misguided, and misleading prophets 
of doom."  —  from the book jacket. 

lems  —  and you will marvel at the  as-
tounding collection  of  modern high-
rise apartments and  office buildings. 
Take a ride on its excellent smooth-
flowing highways for an hour, and 
you will realize that a  very  dense con-
centration of human beings  —  40 
times the density of China  —  does not 

prevent comfortable existence and 
exciting  economic expansion,  as long 
as the economic  system gives  in-
dividuals the freedom to exercise 
their talents and to take advantage of 
opportunities. 

The  experience  of  Singapore  dem-
onstrates that Hong Kong is not 
unique. Its population density and its 
soaring per-person income over 
$5,000 by 1982 are like  Hong  Kong's. 
Two such examples do not  prove  the 
case, of course. But these dramatic il-
lustrations are backed by the  evi-
dence from the aggregate sample of 
countries. 

Hong Kong is a special  thrill  for 
me because I first saw it in 1955 when 
I went ashore from  a U.S. Navy  de-
stroyer. At the time  I pitied  the thou-
sands who slept on  the sidewalks  or 
on small boats. It then  seemed  clear 
to me, as it must have to  all, that  it 
would be impossible for  Hong Kong 
to surmount its  problems  —  huge 
masses of  impoverished people  with-
out jobs, total  lack  of  exploitable  nat-
ural resources,  more refugees  pour-
ing accross the  border each day. But 
upon  returning in 1983, I  saw  bustl-
ing crowds of  healthy, vital people 
full of hope  and energy. No cause for 
pity now. 

And there is growing agreement 
with the viewpoint expressed here. 
Mine is certainly not a lone voice. 
[See box] 

For example, Lord P.T. Bauer, de-
velopment economist, says that rapid 

Continued  next  page 

[O]ne crucial natural resource is becoming  more scarce  -
human beings. 
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population growth "has not inhibited 
economic progress either in the West 
or in the contemporary Third 
World." And a book length review of 
the subject by the National Academy 
of Sciences reaches a much less nega-
tive conclusion about population 
growth's effects than did its previous 
report in 1971. 

The layman inevitably wonders: 
How can the persuasive common 
sense embodied in the Malthusian 
theory be wrong? To be sure, in the 
short run an additional person  -
baby or immigrant  —  inevitably 
means a lower standard of living for 
everyone; every parent knows that. 
More consumers mean less of the 
fixed available stock of goods to be 
divided among people. And more 4 
workers laboring with the same fixed 
current stock of capital means that 
there will be less output per worker. 
The latter effect, known as "the law of 2 
diminishing returns," is the essence of 
Malthus' theory. 

But if the resources with which 
people work are not fixed over the 
period being analyzed, then the 
Malthusian logic of diminishing 
returns does not apply. And the plain 
fact is that, given some time to adjust 
to shortages, the resource base does 
not remain fixed. People create more 
resources of all kinds. When horse-
powered transportation became in-
sufficient to meet needs, the railroad 
and motor car were developed. 
When schoolhouses become 
crowded, we build new schools  -
more modern and better than the old 
ones. 

As with man-made production 
capital, so it is with natural resources. 
When a shortage of elephant tusks 
for ivory billiard balls threatened in 
the last century, and a prize was 
offered for a substitute, celluloid was 
invented, followed by the rest of our 
plastics. The English learned to use 
coal in industry when trees became 
scarce in the 16th century. Satellites 
and fiber-optics derived from sand 
replace now expensive copper for tel-
ephone transmission. And the new 
resources wind up cheaper than the 

Continued next page 
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Why do we still think babies create poverty? continued 

 

 

old ones were. Such has been the en-
tire course of civilization. 

Extraordinary as it seems, natu-
ral-resource scarcity  —  that is, the 
cost of raw materials, which is the 
relevant economic measure of scar-
city  —  has tended to decrease rather 
than to increase over the entire sweep 
of history. This trend is at least as 
reliable as any other trend observed 
in human history. The prices of all 
natural resources, measured in the 
wages necessary to pay for given 
quantities of them, have been falling 
as far back as data exist. A pound of 
copper now costs an American only a 
twentieth of what it cost in hourly 
wages two centuries ago, and perhaps 
a thousandth of what it cost 3,000 
years ago. 

The most extraordinary part of the 
resource-creation process is that tem-
porary or expected shortages, wheth-
er due to population growth, income 
growth or other causes, tend to leave 
us even better off than if the short-
ages had never arisen, because of the 
continuing benefit of the intellectual 
and physical capital created to meet 
the shortage. 

For all practical purposes there are 
no resources until we find them, 
identify their possible uses and de-
velop ways to obtain and process 
them. We perform these tasks with 
increasing skill as technology de-
velops. Hence, scarcity diminishes. 

Besides, the general trend is to-
ward natural resources becoming less 
and less important with economic 
development. Extractive industries 
are only a very small part of a mod-
ern economy, say a twentieth or less, 
whereas they constitute the lion's 
share of poor economies. Japan and 
Hong Kong prosper despite the lack 
of natural resources, whereas such 
independence was impossible in 
earlier centuries. 

And though agriculture is thought 
to be a very important part of the 
American economy, if all of our 
agricultural land passed out of our 
ownership tomorrow, our loss of 

And what should our vision 
be? Should we heed the mes-
sage of the doomsayers of the 
population control move-
ment? This is a message of 
limits, decreasing resources, 
a zero-sum game where one 
gains wealth at the expense of 
others, conservation, deteri-
oration, fear, conflict and 
calling for more government-
al intervention in markets 
and family affairs. Or should 
our vision be that of those 
who look optimistically upon 
people as a resource rather 
than as a burden? 

wealth would only equal about a 
ninth of one year's gross national 
product. 

There is, however, one crucial nat-
ural resource that is becoming more 
scarce  —  human beings. Yes, there 
are more people on earth now than 
in the past. But if we measure the 
scarcity of people the same way we 
measure the scarcity of economic 
goods  —  by the market price  —  then people are 

 indeed becoming more 
scarce, because the price of labor 
time .has been rising almost every-
where in the world. 

Just a few years after Egypt was 
said to have a labor surplus, agricul-
tural wages in Egypt have soared, for 
example, and people complain of a 
labor shortage, because of the de-
mand for workers in the Persian 
Gulf. 

Even the World Bank, for years the 
leading worrier about population 
and natural resources, has muted its 
alarms. "The difficulties caused by 
rapid population growth are not 
primarily due to finite natural 
resources," its 1984 Report states. But 
no sooner is one fear about popula-
tion growth scotched, then another 
takes its place. 

The latest bugaboo is the effect of 
population growth upon education. 

The World Bank now worries that 
even if a higher birth-rate does not 
imply fewer natural resources, it does 
imply less education per person. 
Once more, it just ain't so. 

Studies have shown that societies 
with relatively high proportions of 
youths somehow find the resources to 
educate their children almost or 
equally as well as do countries at 
similar income levels with lower birth 
rates. Outstanding examples of high 
rates of education in the face of rela-
tively large numbers of children in-
clude the Philippines, Costa Rica, 
Peru, Jordan and Thailand. 

Now we come to the matter that 
the international development insti-
tutions consider poor form to men-
tion when discussing economic de-
velopment: economic and social 
systems. 

Compare China with Singapore. 
China's coercive population policy, 
including forced abortions, is often 
called "pragmatic" because its eco-
nomic development supposedly re-
quires population control. 

Singapore, despite its very high 
population density, now suffers from 
a labor shortage, and imports work-
ers. It is even considering incentives 
for middle-class families to have 
more children, in contrast to its 
previous across-the-board antinatal-
ity policy. This raises the question 
whether there are economic grounds 
for China to even ask, much less 
compel, people to have only one 
child. 

It is said, however: Hong Kong 
and Singapore are different because 
they are city- states. But what does 
that mean  —  that if large hinterlands 
were attached to those "city-states" 
they would then be caused to be as 
poor as China? 

Compare countries that have the 
same culture and history, and had 
much the same standard of living 
when they split apart after World 
War II. The accompanying chart 
shows centrally-planned communist 

Continued next page 
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countries that had and still have less 
population per square mile than the 
market-directed non-communist 
countries. The communist and non-
communist countries in each pair 
also started with much the same 
birth rates and population growth 
rates. 

The chart makes clear, despite the 
frequent absence of data for the 
centrally- planned countries, that the 
market-directed economies have per-
formed much better economically, no 
matter how you measure economic 
progress. Income per person is 
higher. Wages have grown faster. 

Further, indexes such as tele-
phones per person show a much 
higher level of development. And in-
dicators of individual wealth and per-
sonal consumption, such as autos 
and newsprint, show enormous ad-
vantages for the market-directed en-
terprise economies compared to the 
centrally-planned, centrally-
controlled economies. 

Also, birth rates fell at least as 
early and as fast in the market-
directed economies as in the 
centrally-directed countries. 

China's problem is not too many 
children, but rather a defective 
political-economic system. With free 
markets China might soon ex-
perience the same sort of labor short-
age  as Singapore  —  which is  vastly 
more densely settled, and has zero 
natural resources. (And this does not 
mean a "free" system such as China is 
talking about now; it is quite unlikely 
that a truly free market can coexist 
with a totalitarian political system, 
because a free economy is too great a 
political threat.) 

Even the most skilled persons re-
quire a social and economic frame-
work that rewards hard work and 
risks, enabling their talents to flower. 
The key elements of such a frame-
work are economic liberty, respect for 
property, fair and sensible rules of the 
market that are enforced equally for 
all and the personal freedom that is 
particularly compatible with eco-
nomic freedom. 

What should we do about popula-
tion policy? These are the key issues: 
First, should we encourage and aid 
countries to implement coercive 
population policies, as we have in the  

past with China, India, Indonesia 
and many other places? The answer 
depends upon one's values, of course. 
But we should recognize that the 
scientific evidence about the long-run 
economic consequences offers no 
support  for such policies. 

And what should our vision be? 
Should we heed the message of the 
doomsayers of the population control 
movement? This is a message of 
limits, decreasing resources, a zero-
sum game where one gains wealth at 
the expense of others, conservation, 
deterioration, fear, conflict and call-
ing for more governmental interven-
tion in markets and family affairs. Or 
should our vision be that of those 
who look optimistically upon people 
as a resource rather than a burden? 

This is a message of receding lim-
its, increasing resources and possibil-
ities, a process in which wealth is 
created, consistent with the belief 
that persons and firms, acting spon-
taneously in search of their indivi-
dual welfare, regulated only by rules 
of a fair game, will produce enough 
to maintain and increase economic 
progress and promote liberty. EU 

Whose future?  continued  

20 years. And though economic 
growth in Europe and America have 
fallen below three and a half percent 
in recent years, Macrae expects 
growth to accelerate: 

"Economic growth depends on two 
things: (a) the advance of knowledge, 
and (b) whether a country has a 
tolerably sensible political system for 
putting the advance of knowledge 
into productive effect" 

Free trade can quickly spread new 
knowledge, such as advances in com-
puter and manufacturing technolo-
gies, to countries around the globe. 
And many trade doors long-closed 
are now creaking open. 

Recent years have held  out  hope 
that billions  more people will make 
the transition from nonsensical polit-
ical systems to tolerably sensible 
ones: one billion people in China, 
800 million in India, and 400 million  

in the U.S.S.R. and Eastern Europe. 
In the Pacific Rim, the market revo-
lution has already reached 50 million 
people in Thailand, and is likely to 
keep expanding to 175 million in In-
donesia, and 61 million in the Philip-
pines. 

These two and a half billion people 
will slowly emerge from backward 
and corrupt political economic sys-
tems, where innovation and extra ef-
fort usually go unrewarded. The 
coming decades could bring the 
brightest awakening in human his-
tory Imagine living in the age when 
half the world's population  breaks 
free from economic  bondage! 

Why  now?  In  part, because  the 
last  intellectual defenses  of  the 
aristocratic "old order" of centralized 
economic controls have crumbled. 
And in part, because the experience 
of the last 50  years  has given govern- 

Free trade can quickly spread 
new knowledge, such as ad-
vances in computer and 
manufacturing technologies, to 
countries around the globe. 

ment  officials  unmistakable  evidence 
that  socialism does not work. Even 
Soviet and  Chinese officials admit 
that central  planning has caused eco-
nomic as  well  as  environmental dis-
aster. 

Intellectuals promoting socialism 
and  communism claimed that 
planned economies would better pro-
mote both equality and economic 
growth. Centrally-planned econo-
mies were to bury the free world's 
"wasteful and disorganized" market 
economies. Instead, socialist societies 
became steadily less equitable as 

Continued next page 
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Whose future? continued 

their economies spiraled downward. 
For billions of impoverished peo-

ple in the third world, economic 
growth is a life or death issue. They 
are turning to free market ideas be-
cause socialism did not deliver the 
economic growth it promised. Partial 
property rights and freer markets 
have already spurred growth in 
agricultural productivity in India 
and China, for example. 

Only by storing surplus harvests 
and accumulating wealth in good 
years can the poor survive when 
crops fail. Even in recent decades, so-
cialist agricultural policies caused 
famine in China (where 25-30 mil-
lion perished in 1960-61), India, and 
most recently Ethiopia (where one 
million died in the 1984-85 famine, 
and six million are still at risk today). 
(See Karl Zinsmeister, "Famine or 
Murder? The Politics of Hunger," 
Reason, June, 1988.) 

However, as every high school de-
bater knows, or quickly learns, eco-
nomic growth has its detractors. In 
wealthy countries, economic growth 
is no longer a life or death issue, and 
for the well-to-do, the main issue 
seems to be how to stop economic 
growth. Anti-growth ideologies have 
risen from the ashes left as socialism 
went down in flames. And these anti-
growth ideologies have been injected 
into high school debate, where they 
live on in the popular and ever-
evolving "growth disadvantages." 

This way of thinking about the 
world condemns economic growth 
altogether, usually on the grounds 
that people are environmentally de- 

structive by nature. Herman E. Daly, 
for example, writing in Omni maga-
zine, condemns modern "growtha-
mania" and calls for a no-growth, 
steady-state economy, which "will al-
low us to mold our future in accor-
dance with our goals" (January, 1989, 
p. 8). 

But this is central planning again, 
under a different guise. The "us" that 
does the molding will be government 
planners like Daly (who is an "en-
vironmental economist" with the 
World Bank), while the futures that 
get molded will be the peoples'. Daly 
uses metaphors from biology to ar-
gue that human economies are get-
ting too big for the Earth's ecosystem. 

We should have learned from re-
cent experiences with central plan-
ning that society-molding is not pos-
sible without dictatorial force, such 
as Pol Pot needed to mold Cambo-
dia's future, Mao needed in China, 
Stalin in the Soviet Union, and Men-
gistu is using today in Ethiopia. 

It is often hard to separate 
straightforward arguments for better 
environmental protection, from ar-
guments promoting anti-growth as 
an ideology. Time's lead "planet of the 
year article" ends with a call to arms: 
"Mobilizing  . . .  mass commitment 
will take extraordinary leadership..." 
capable of launching "a new universal 
crusade," and "mankind must em-
brace that cause totally, and without 
delay." Since this is the sort of lan-
guage usually used in wartime, we 
have good reason to examine the al-
leged enemy closely before embark-
ing on a new crusade to save the  

planet. 
Market economists call instead for 

a crusade to define and enforce prop-
erty rights worldwide. Where en-
vironmentalists see economic growth 
itself as the problem, economists ar-
gue that growth is likely to be a prob-
lem only in the absence of property 
rights. One pioneer living by an un-
owned lake is unlikely to damage the 
ecosystem. But hundreds crowding 
the lake's perimeter will pollute it, 
unless some individual or group can 
own the lake, and can enforce its 
ownership rights. 

Though Time magazine's "endan-
gered earth" section presents anti-
growth arguments, The Economist, in 
a number of recent articles on en-
vironmental issues, argues against 
many of the policies proposed by 
Time (see references below). 

How can two popular newsmaga-
zines turn out such dissimilar ana-
lyses of environmental issues, and of-
fer such strikingly different visions of 
the future? Time's negative view is 
grounded on the seemingly insur-
mountable ecological problems they 
outline. The Economist takes these 
problems in stride, and then goes on 
to its upbeat look at the "new ages of 
man." 

The "economic way of thinking" 
leads The Economist's writers to inter-
pret data and trends in different ways 
than Time's writers, and, of course, 
they find market-oriented ap-
proaches to environmental problems 
more appealing than new regulations 
and government programs. 

Continued on page 10 
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CX Update 

by David Hood 

Medicare: a threat to retirement security 
Medicare was adopted 25 years 

ago to help the elderly pay medical 
bills. Yet at its current state of growth 
and revenue, the Medicare program 
now poses a major financial burden 
to the same senior citizens it was 
designed to protect. In fact, elderly 
people pay about the same amount of 
medical expenses themselves that 
they paid prior to the institution  of 
the Medicare program. Given cur- 

rent trends, the elderly will soon be 
paying even more for their health 
care. 

A new study, Abolish Medicare Taxes 
on the Elderly, from the Cato Institute 
(224 Second Street SE, Washington, 
DC, 20003) gives affirmatives a 
chance to develop a new case for the 
upcoming district and national tour-
naments. Peter Ferrara, a professor 
at George Mason University School 
of Law, argues in the study that cur-
rent Medicare regulations are begin-
ning to pose a financial threat to sen-
ior citizens. His proposals for change 
in the system could be planks in an 
affirmative plan to "guarantee retire-
ment security" by lowering health 
costs facing those over 65. 

The harms in the status quo are 
considerable. First, the current regu-
lations are posing a major tax burden 
on the elderly. The monthly pre-
miums they must pay have risen 78 
percent just since 1987. In addition, 
the catastrophic health bill passed last 
year instituted an income tax sur-
charge on the elderly that will give 
them the highest marginal tax rates 
of any group in the United States. 
These  two expenses, combined with 
skyrocketing medical costs,  will soon 
make it nearly impossible to guaran- 

tee retirement security to senior 
citizens. 

Indeed, affirmative cases that do 
not address the increasing cost of 
medical care to the elderly should be 
attacked by negatives on solvency, 
using the evidence in this study to 
show how the affirmative's plan will 
fail to guarantee retirement security. 

Ferrara's plan to solve for these 
financial burdens repeals the income 

tax surcharge and ends the monthly 
premiums. This will save the elderly 
about $17 billion each year. 

At first glance, this seems hardly 
helpful to senior citizens. They will 
save some tax money, but will also 
get fewer benefits from Medicare. 

Remember, though, the power of 
the free market to lower costs and in-
crease benefits. Since more of the 
routine costs will be paid by seniors 
directly, they will have more incen-
tive to shop around for better services 
at lower prices. This will help reverse 
the astonishing increase in the price 
of medical service, which was largely 
caused by the lack of an incentive to 
compete. With the government pay-
ing the bill, there is little reason for 
patients to shop around for lower 
prices, or for health professionals to 
offer lower prices. 

Ferrara's plan forces fiscal respon-
sibility on the medical business while 
lowering marginal tax rates, both of 
which would greatly enhance the 
retirement security of senior citizens. 
Although this solves the harms in the 
short-term, Ferrara points out that 
retirement security would still be at 
risk in  the  long-term. Without  a  ma-
jor increase in payroll taxes, or 
monthly premiums, Medicare will  

be unable to meet its obligations 
around the year 2000. Such a tax in-
crease would have  to be on  the  order 
of  400 percent, mostly borne on  the 
backs of the Medicare beneficiaries 
(the elderly.) 

The  second plank of Ferrara's plan 
would establish  Health Care Savings 
Accounts (HCSAs) much like the 
current Individual Retirement Ac-
counts (IRAs). Employers and work-
ers could deposit money in this ac-
count tax-free up to the current 
payroll tax for Medicare. The money 
built up in such an account would re-
duce the amount of Medicare cover-
age due to that individual by allow-
ing them instead to buy private 
insurance with that money. Although 
these workers would still have to pay 
Medicare taxes, the tax-free nature 
of HCSAs would still make such ac-
counts attractive. 

A major benefit of Ferrara's plan is 
its greatly decreasing the amount of 
money handled by government while 
increasing the amount of health costs 
paid by private individuals in the 
marketplace. Since retirees will have 
an incentive to shop around to con-
trol their medical costs (they're 
spending their own money, after all), 
they will get more "bang for their 
buck" than they would under Medi-
care. This, coupled with the tax 
changes in the first plank, will help 
them achieve retirement security by 
lowering their medical costs 
significantly. 

Thus, the major advantages to this 
new affirmative two-plank plan 
would be lower medical costs and 
lower taxes for the elderly. However, 
other advantages could be "add-ons" 
in 2AC, or even advantages in 1AC. 
One  would  be  the  value of autonomy, 
which is greatly enhanced when 
seniors are allowed to make their own 
health care/retirement  decisions in-
stead of having government do so for 
them. Another would be that HCSAs 

Continued next page 
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TOPICS IN BOLD FOR EASY REFERENCE 

USA  -  BUSINESS 
Takeover wars  in  the 

boardroom,  p. A10, WSJ, 
2/6 

Takeovers  slash corporate over-
head,  p.  A16,  WSJ,  2/7 

New age sessions same old 
brainwashing, p. A18, WSJ, 
2/9 

The speculator as hero, p. A6, 
WSJ, 2/10 

Firms address workers' cultural 
variety, p. B1, WSJ, 2/10 

Businesses face big fines for 
breaking immigration law, 

Medicare, continued 

would represent a move from a 
"transfer-based" system to a "savings-
based" system. Econ Update has been 
extolling the philosophical and eco-
nomical virtues of  the  latter all year. 

A recent Blue Ribbon presidential 
commission on health care gives us a 
third add-on  advantage. The  com-
mission recently  recommended 
Canada be  a model  for the  U.S 
health care system. (See  any  index  of 
newspaper or magazine articles 
covering  the  latter half of January for 
details.) 

As  pointed  out  in  the  November, 
1988,  issue of Econ  Update such a 
move would  not be a good one for the 
United States. Implementing Fer-
rara's proposal  would make  a 
Canadian-style socialized medicine 
scheme much less politically appeal-
ing,  and  therefore much less likely. 

The plan now has advantages, 
what about inherency? To prove that 
the status quo will not be solving the 
health care crisis any time soon, refer 
to articles in US News and World Report  

(February 6, 1989) and Newsweek 

(January 31, or February 6, 1989). 
The former piece graphically illus-
trates how politics will likely derail 
any plan that includes a reduction of 
Medicare services. Ferrara's plan 
does  so,  and so will the affirmative 
plan  -  remember  that market  forces 
will more  than offset this loss  by 
lowering medical  costs  and making 
superfluous tests and surgery unat-
tractive. 

This  plan might  just provide the 
surprise factor affirmatives will need 
to prevail at upcoming debate  touna-
ments.  Since the plan would  be  based 
on a  just-released study, there would 
likely be little negative evidence that 
is  directly  on point. 

Write to  the Cato Institute and re-
quest a copy  of  Policy  Analysis #115, 
Abolish Medicare Taxes  on the Elderly, by 
Peter  J. Ferrara. This  will give  you  all 
the evidence  for an  affirmative  case 
and  plan, as well as  for  a negative sol- 
vency attack. EU 

Whose future?  continued 
Consider the conclusions of one 

Economist editorial: "The notion that 
environment and development are in 
conflict is rooted in the rich coun-
tries, where it is true both that 
growth can cause pollution and that 
controlling pollution can eat into 
growth. In the third world, though, 
economic efficiency and ecological 
soundness usually go together. De-
velopment means industrialization 
which, by increasing a country's 
wealth and non-agricultural employ-
ment, can relieve the pressures on 
forest, soil and grass. Higher in-
comes  make it feasible for subsistence 
farmers to plan ahead.."  (May, 2, 
1987, p.  16). 

Assigning property  rights and al-
lowing markets to operate drive  the 
economic growth  and wealth crea-
tion that encourage  people  to  protect 
their environment. Today's environ-
mental problems are serious, but 
they are  solvable  within the  same 
economic system  that  has  generated 
economic growth  in the western 
world for each of  the  last twenty de-
cades. 

The big picture, according to 
Macrae, is this: "Mankind as a 
whole, in the last 11 years of the twen-
tieth century, is almost certainly on 
the foreshore of the fastest  period  of 
market-driven  economic develop- 
ment  it  has ever  seen" EU 
Economist articles: 

"The  vanishing jungle: Ecologists 
make friends  with economists," Oc-
tober 15,  1988, p. 25-28  (see  also 
editorial "Changing colour," p. 15-16). 

"Privatising America's west: Profits 
from  the wild," October 22, 1988, pp. 
21- 24. 

"Making sense of Brundtland: 
Without  economic growth the third 
world will ruin the environment," 
May 2,  1987, p. 15- 16. 

"Giving India's trees to the people," 
December 6, 1986, pp. 101-102. 

"Thailand: Of elephants and dra-
gons," January 21, 1989, pp. 72-73. 

"Why socialism will never work," 
January 28, 1989, p. 85. 

"The Next Ages of Man"  a  survey, 
December 24, 1988, pp. 1- 20. 

p. B2, WSJ,  2/10 
`Disadvantaged' contractors' un-

fair advantage, p. A20, WSJ, 
2/16 

Capital  flight, p. 22, R, March 
Investing in America's future, p. 

42, R, March 
USA  -  ECONOMY 
Happiness is a cheap seat [air- 

line deregulation], p. 68, E, 
2/4 

Why don't we aim for zero 
inflation? p. A18, WSJ, 2/9 

TVA: A model privatization 
target, p. A18, WSJ, 2/9 
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3/6 

Our secret desires; why  we  end 
up with trade barriers, p. 36, 
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