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INTRODUCTION

DEAR MI FRIENDS AND SUPPORTERS,

P

residential election years determine the immediate and long term fate of
the nation. 2012 was no exception. It clarified the path forward for the
Manhattan Institute and confirmed the continued importance of our work.
Recognizing that the public was especially engaged, we undertook a concerted
effort to offer ideas in such key issue areas as energy development, health care,
corporate governance, and public finance. For us, these seemingly disparate fields
were all related to an overarching goal: the sustainable revival of the American
economy, which we believe can only be made possible through the renewal of
private-sector growth.
On the state level, with budgets squeezed like never before, policymakers will
need new ideas (or will need to be reminded of good old ones). Our policy
centers and scholars will be busy supplying them. This past year, the Institute has
been especially active in three states—California, Wisconsin and our home state,
New York—at the forefront of the national debate about our fiscal future. And in
keeping with the Institute’s historic belief that healthy cities are the building blocks
of a healthy economy, we have been working with the mayors of two of the
nation’s most distressed urban areas—Detroit and Newark—and have successfully
helped them reduce crime and integrate ex-offenders, respectively. Although the
specific areas of our engagement may change, the work will continue.
As always, we sought this year both to decry worrisome trends—such as the
historically high number of Americans forced to rely on food stamps—and to
lay out a positive, constructive vision of the future. That future could include,
for example, breakthroughs in the development of new medical treatments and
an energy-resource-based revival of the American economy, if the government
reforms the regulatory regimes that block the way.
In 2013, the Manhattan Institute will continue to serve as a tireless advocate for market
principles, limited but effective government, and the rule of law across the country.
I wish you and your family the very best this holiday season, and I look forward to
keeping you updated on our important work throughout the coming months.
							Sincerely,

							Lawrence Mone
							President

2012 President‘s Year-End Update
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A GROWTH AGENDA
FOR AMERICA
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ampaign season is over; the elections have passed. Governing is now the
order of the day. During the past year, MI fellows have developed solutions
to some of the major problems impeding true economic recovery. These
include a byzantine, inefficient tax code; regulations that stymie the progress of
America’s hydrocarbon renaissance; the FDA’s failure to keep pace with scientific
advances; and a legal system that is manipulated to serve ends other than the
rule of law. In 2013, with Lawrence Lindsey rejoining the Institute to produce a
new and updated version of his book The Growth Experiment, we will continue
to reorient the terms of policy debates and advance ideas that can retrigger the
dynamism of the U.S. economy.

2012 President’s Year-End Update
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THE GROWTH WE NEED

I

t is an overarching goal of the Manhattan Institute to identify, explain, and
promote policies that encourage economic growth at all levels of government.
Only growth will provide opportunity for the young, uplift the poor, and sustain
effective government. This year, with this in mind we welcomed the chance to
once again support the work of Lawrence Lindsey, former director of the National
Economic Council and a former governor of the Federal Reserve Bank, who, early
in his career, held the Wriston Fellowship at the Manhattan Institute. In a revised
and expanded edition of his seminal 1990 book The Growth Experiment (to be
published in autumn 2013), Lindsey will map the ways in which the right fiscal
policies can jump-start the growth we need. With sharp tax hikes looming on the
horizon, Lindsey’s 1990 language remains a clarion call to those who believe in free
enterprise and economic growth: “What we need now is the political courage and
perseverance to create a tax system that liberates economic energy, not enervating
envy; a tax system that puts people before political pandering; a tax system that will
keep America great.”
Lindsey sees the current stakes as being at the highest level. “Today,” he observes,
“we are mired in an economic challenge even more severe than the one Reagan
faced. Our economic situation cannot be solved with ever more rapid money
creation and tax increases, and spending cuts alone will not balance our budget.
If all of this is not done in a way that returns America to a path of sustained
growth, then we will be doomed to a continued downward economic spiral that is
reminiscent of any number of failed economies in the past—ranging from Argentina
to Weimar Germany.”

The Manhattan Institute is
proud to host U.K. Chancellor
of the Exchequer George
Osborne on visit to New York
in December.

At a December forum where he will share the podium with George Osborne, MP,
chancellor of the exchequer in the United Kingdom government of Prime Minister
David Cameron, Lindsey will map the ways in which the right fiscal policies can
accelerate economic growth.

M I
M A N H A T T A N
F O R P O L I C Y

I N S T I T U T E
R E S E A R C H

Featuring

George Osborne, MP
Chancellor of the Exchequer and
Second Lord of the Treasury of the United Kingdom

In Conversation with
Lawrence Lindsey
The Lindsey Group

6

ISSUES 2012

Our Issues 2012 series of more than 30 short research
papers by senior fellows such as Diana Furchtgott-Roth
succeeded in putting MI squarely in the center of the
debate over our nation’s economic future. These datadriven reports on numerous hot-button issues, from the
failures of federal workforce training to the impact of
Obamacare, made headlines and moved the debate.
For more on Issues 2012, see page 26.

Lindsey sees as crucial a willingness to defend “a streamlining and
broadening of the tax base that would be coupled with somewhat more
modest tax rates. This is the only way we can produce the revenue that,
when combined with serious entitlement and spending reform, can meet
our fiscal challenge.”
The Manhattan Institute has always understood an efficient tax system
to be a mainspring of economic resurgence, particularly in the face of
high unemployment, tepid growth, and encroaching inflation. Indeed,
we’ve been here before: in the 1980s, the Institute helped create a climate
of opinion that embraced the supply-side revolution—one of the main
drivers of the next quarter-century of prosperity. Books sponsored by
the Manhattan Institute, such as Wealth and Poverty, by George Gilder,
and The Economy in Mind by Warren Brookes, made the economic
and, critically, the moral case for unleashing people’s capacity to invest,
innovate, and generate wealth. We anticipate that Lindsey’s forthcoming
volume will have similar consequences in the public discourse, helping
spur a renewed appreciation for the virtues of a tax system that is simple,
transparent, and pro-growth.

FORTHCOMING FROM BASIC BOOKS, SEPTEMBER 2013

THE GROWTH EXPERIMENT REVISITED

Up

da

te

by Lawrence B. Lindsey

In this revised and updated edition of his 1990 masterpiece proving that
Reaganomics worked, former Federal Reserve governor Lawrence Lindsey will
demonstrate that tax rates matter, particularly in a struggling economy. His new
account and analysis of the Bush, Clinton, and Obama administrations’ fiscal
policies will be crucial to the great debates of the coming year.

2012 President’s Year-End Update

7

NORTH AMERICA: THE NEW MIDDLE EAST
C E P E
CENTER FOR ENERGY POLICY AND THE ENVIRONMENT
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MANHATTAN

INSTITUTE

T
How to Avoid Making the
Energy Boom Go Bust
by Lawrence Mone
• Don’t pit renewables against
hydrocarbons and nuclear.
Solar and wind can’t meet
the economy’s vast energy
needs at an affordable price.
• Avoid “resource nationalism.” North American energy may enable us to achieve
self-sufficiency, but protectionism would be a mistake.
• Expedite the permitting process. Too much federal land
and too many offshore waters are off-limits to drilling.
• Don’t let regulators dictate
the energy mix. Excessive intervention harms consumers.

he essential role of power in a functioning, thriving economy was made
dramatically real to New York, the Northeast, and to the nation in the dark
aftermath of October’s superstorm Sandy. The resulting power outages, gasoline
lines, and cold homes confirmed that we must continue to support policies that lead
to energy supplies that are abundant—and reliable. In his July report, Unleashing
the North American Energy Colossus, MI senior fellow Mark Mills led the way in
signaling to the American public that a new era of energy prosperity is actually
within our grasp. Our national energy policy, previously predicated on the idea
of perennial scarcity and shortages, must adapt to this new abundance. The effect
on the economy, noted Mills—coauthor, with MI senior fellow Peter Huber, of the
prescient 2005 book The Bottomless Well: The Twilight of Fuel, the Virtue of Waste,
and Why We Will Never Run Out of Energy—can be substantial. Mills calculated
that expanding extraction and export capabilities for oil and gas over the next two
decades could yield as much as $7 trillion of value to the North American economy,
with $5 trillion of that accruing to the United States, including $1–$2 trillion in tax
receipts to cash-strapped federal and local governments.
We have the power to turn the American economy into a world leader in energy
production and export. MI president Lawrence Mone wrote in an August op-ed in
The Wall Street Journal: “[T]he United States has accessible energy stores that could
not only help resuscitate the American economy, but also transform global politics
by taking energy leadership away from the perennially troubled Middle East.”
These are encouraging projections, particularly given our long-standing economic
difficulties. Mone continued: “With such bright prospects, and such high stakes for
a fragile economic recovery, it’s crucial to avoid public policies that could slow or
even stop this boom.”
MANHATTAN INSTITUTE’S

POWER & GROWTH

INITIATIVE

MANHATTAN INSTITUTE’S

POWER & GROWTH

INITIATIVE
LIBERATING THE ENERGY ECONOMY:
What Washington Must Do
Mark P. Mills

Senior Fellow, Manhattan Institute

Wednesday, July 25, 2012

UNLEASHING THE
NORTH AMERICAN
ENERGY COLOSSUS:
Hydrocarbons Can
Fuel Growth
and Prosperity
Mark P. Mills

U.S. can become an energy export nation

Adjunct Fellow, Manhattan Institute

By MARK MILLS
P U B L I S H E D B Y M A N H AT TA N I N S T I T U T E F O R P O L I C Y R E S E A R C H

Imagine a future in which the United States abandons its tepid policy of inching toward energy
“independence” and instead joins forces with Canada and Mexico to become the world’s largest energy
exporter.
It could push the Middle East off the geopolitical center stage. Americans would profit from supplying the
world energy instead of spending to defend those supplies. The North American energy industry would also
PU
B L I S H E D B Y M A N H AT TA N I N S T I T U T E F O R P O L I C Y R E S E A R C H
bring trillions of dollars in domestic economic benefits and generate millions of
jobs.

This felicitous scenario is now possible because the energy world has been turned upside-down. While
policymakers globally have focused on alternatives to hydrocarbons, from solar and wind to plant matter, the
game-changing technologies that have emerged are in the traditional sectors — unleashing staggering
quantities of natural gas, oil and coal.
We have the potential to become the world’s swing supplier of energy. For the U.S. economy and its North
American neighbors, Mexico and Canada, the reality is nothing short of revolutionary.
The timing of this technological juggernaut is fortuitous. Titanic demographic forces are in play. The AsiaPacific tigers are projected to increase global energy demand 40 percent to 50 percent by 2030, according to
every credible forecast — from our own Department of Energy to the International Energy Agency. It’s like

8

adding two United States’ worth of consumption in less than two decades.
The same forecasters acknowledge that at least 60 percent to 80 percent of that energy must come from
hydrocarbons. The economic imperatives and the physics of energy dictate this.
Policymakers from Spain to China, and Germany to the U.S., have spent decades pursuing the dual goal of
replacing hydrocarbons with alternative energy and revitalizing their economies with green jobs. It hasn’t
panned out. The favored alternatives — including wind and solar — barely exceed 1 percent of global energy

EnErgy Policy & EnvironmEnt rEPort

In another paper, Liberating the Energy Economy: What Washington Must Do,
Mills, a physicist and former staff member of the Office of the White House
Science Advisor, cautioned that bureaucratic obstacles to drilling and shipping
permits, inappropriate mandates, and subsidies focused on “green jobs,” cannot
power a modern economy and will not encourage an energy boom. This point
was also reflected in senior fellow Diana Furchtgott-Roth’s new and powerful
book, Regulating to Disaster. Furchtgott-Roth, former chief economist in the
U.S. Department of Labor, made clear just how misguided green job policies—
epitomized by failed federal investments in green energy firms such as Solyndra—
have been. She notes: “Any evaluation of green initiatives should include estimates
of slowdown in economic activity and the number of jobs lost due to these
initiatives, as well as potential benefits.”

Robert Bryce
Senior Fellow, Manhattan Institute

Published by Manhattan Institute

No. 10 February 2012

thE

THE HIGH COST
OF RENEWABLEELECTRICITY MANDATES

C E P E
CENTER FOR ENERGY POLICY AND THE ENVIRONMENT
AT

THE

MANHATTAN

INSTITUTE

The federal government is not the only threat to the economic growth that
energy abundance can spark. Institute senior fellow Robert Bryce—who has
long championed energy that is “cheap, abundant, and reliable”—made clear
this past year that energy costs can have particularly harsh effects on low-income
Americans. In February’s The High Cost of Renewable Electricity Mandates, Bryce
cataloged the ever-increasing electricity prices in 29 states and the District of
Columbia stemming from requirements that certain percentages of electricity must
be generated from renewable sources such as solar and wind. Bryce showed that
these mandates resulted in consumers paying 31.9 percent more for electricity
than consumers in states that didn’t have the mandates; that’s a serious cost to
any family’s bottom line. For a family struggling just to get by, being forced to
pay more for electricity usually means cutting back on other essentials such as
food and clothing.
Those who assert that it is believers in free markets and private enterprise who
would consign more Americans to poverty would do well to consult the work of
Mills, Furchtgott-Roth, and Bryce.

THE HIGH COST OF CLOSING AND REPLACING INDIAN POINT
Higher electricity prices come not just from renewable mandates.
Here in the Manhattan Institute’s backyard, the administration of
New York governor Andrew Cuomo is considering letting the operating licenses for two nuclear reactors at the Indian Point Energy Center—just upriver from Manhattan—expire. In September, we asked
economist Jonathan Lesser to examine the impact of allowing these
reactors to go offline in 2013 and 2015, respectively. What he found
was not encouraging. Closing Indian Point would have a devastating
effect on the New York economy. The resulting increase in electricity
prices could reduce economic output by up to $2.7 billion and cause
the loss of up to 40,000 jobs per year over the next 15 years. It goes
without saying that this is the absolute worst time to pull the plug on
job growth in any state.

2012 President’s Year-End Update
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BIOTECH MEETS SILICON VALLEY

P

olicymakers often underestimate—or are woefully unprepared for—the
incredible inventiveness of the human mind. Regulators make the mistake of
assuming that the future will be much like the past and that the same rules, only
more of them, should apply. They assume, most notably, that technology will either
be stagnant or will proceed at a predictable pace. As a result, layers of outdated and
overly complex rules accumulate and stymie innovation.
It has been the genius of MI senior fellow Peter Huber to pierce the presumptions of
regulators in not just one but a series of key policy areas—including telecommunications, the integrity of the legal system, and energy policy—consistently succeeding
in reconfiguring public debate and prompting policymakers to accept new realities
and adapt to them. Huber has now turned his attention to the ongoing revolution in
biomedical knowledge and insight, and the ways in which an outdated regulatory
system, led by the Food and Drug Administration, threatens to limit the lifesaving
benefits that it promises. His breakthrough ideas about how to clear pathways for
new medical treatments based on scientific advances help form the foundation for
the Manhattan Institute initiative that we call Project FDA.
Making the FDA more efficient, predictable, and, importantly, scientifically up-todate is the key to unleashing the new science that is the subject of Huber’s untitled
forthcoming book. “The agency has failed to keep pace with the revolutionary
nature of scientific advances in recent years and to adjust its protocols accordingly.
The resulting bottlenecks and bureaucracy are preventing lifesaving treatments from
reaching patients,” says Center for Medical Progress director Paul Howard.

Cherry Garcia and the
End of Socialized Medicine
The new pharmacopoeia offers
people too much knowledge
and control for one-size-fits-all
health care to cope with.

O

n June 19, 1987, Ben & Jerry’s
introduced Cherry Garcia, in
honor of the man who played
lead guitar for the Grateful
Dead. The Food and Drug
Administration struck back
three months later, when it
approved the first of a new family of statin
drugs that curb cholesterol production in the
human liver. A synthetic statin licensed a
decade later would become the most lucrative
drug in history. At its peak, Lipitor was streaming $14 billion a year into Pfizer’s coffers.
Let’s not blame the victim: we don’t choose
Cherry Garcia; it chooses us. Lipitor is a lifesaver for 600,000 genetically unlucky Americans
who harbor a bad-cholesterol gene or two on
chromosome 19, and for another 100 million victims of our supersize-me culture. Fourteen billion
dollars is a bargain for problems as pernicious as
these. Or is it? Let’s blame the victim. The human body is so comfortable with fat that it rarely
complains about a cholesterol glut in the blood
until seconds before things crash. Many who
should be worried never even get their blood
checked. Many who do check it fail to take their
Lipitor. None of us really needs the pill anyway—just lose the ice cream, shed the pounds,
stop smoking, and exercise regularly. Lipitor is a
chemical version of the bulimic’s finger down
the throat.
Or think of it as an antibiotic for people infected with cholesterol. The first statin was isolated from fungus by a Japanese biochemist, who
figured that if some microbes secrete penicillin to

36 CITY JOURNAL

kill rivals, others might have devised a way
to kill by crippling production of the cholesterol
glue that holds enemy cells together. Like
other antibiotics, statins target the chemistry
of life—ours. Health once depended mainly on
killing germs. Now, most drugs are used to
poison people.
Call it tuning, if you prefer. Lipitor tunes
our cholesterol. Anti-stroke medicines tune our
platelets, antidepressants our serotonin and
dopamine, heart medicines our angiotensin-converting enzymes, contraceptives our estrogen.
Cancer drugs tame or kill our own mutant genes.
And for every drug to suppress chemical excess, there’s another to address deficits: insulin
for the underperforming pancreas, clotting factors
for bleedy blood, Synthroid for the tired thyroid, and cancer-suppressing proteins to lend a
hand to tumor-suppressing genes.
People-tuning drugs aren’t all new—aspirin,
it turns out, is Lipitor for inflammatory
prostaglandins—but the speed at which they are
multiplying is very new. So too are the cost,
complexity, and the sheer audacity of medicine’s
new mission: to bottle an upper or downer for
every last molecule that makes us tick or gums
up the works. There’s still far more of this in the
lab than in the pharmacy, but there’s a lot out already, and it’s going to keep coming.
Medicine has never seen—nor much needed—
anything like this biochemical arsenal before.
When infectious germs were still ubiquitous, few
people lived long enough to clog their arteries
with ice cream. But by 1967, a century after
London launched the first systematic attack on

CAROLYN KASTER/AP PHOTO

Peter Huber

Today, thanks to advances in molecular biology and enormous—and inexpensive—
increases in computing power, we can look beyond surface symptoms and peer
deeply into the specific, cellular nature of disease. We can use this cornucopia
of newly accessible biological information to unleash the nation’s biotech and
pharmaceutical companies to develop what the National Research Council has
called “precision medicine”—genetically tailored molecules that attack specific
disease-causing abnormalities—and software that can sift through the genetic
information of millions of patients to help us find out who will benefit from
exactly which treatments. It is the future of American medicine—a future that the
FDA, with its focus on lengthy clinical trials and broad-brush cures, is currently
ill-equipped to embrace. Huber will map the way toward a new regulatory regime
for the new science.

Left to right: Christopher Dickey, Graham Allison, Brian Michael Jenkins, Mitchell Silber, Stephen Flynn
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The reforms that the FDA will need are also being championed by someone who knows
very well how the FDA works and how it must change: Andrew von Eschenbach,
former commissioner of the FDA, former director of the National Cancer Institute, and
now chairman of our Project FDA. In addition to other activities, Dr. von Eschenbach
has published three articles since February in The Wall Street Journal outlining his
vision for a modernized FDA. This includes developing alternatives to clinical trials
and fostering a spirit of collaboration between the FDA and the pharmaceutical
industry to replace the atmosphere of mutual suspicion that now prevails. Dr. von
Eschenbach notes: “American workers should be employed in this vital industry.
American investors should profit from it. Most of all, American patients should benefit
from it, in the form of better health and longer life. But that won’t happen if we saddle
the industry with regulations that are slow, costly, and ineffective.”
With Huber’s and Howard’s scholarship and research and von Eschenbach’s standing
as a former FDA commissioner, the Manhattan Institute is well positioned to make
the case for a twenty-first-century FDA that is reoriented toward bringing safe and
effective new therapies as rapidly as possible to the patients who need them.

STIFLING NEW CURES:
The True Cost of Lengthy
Clinical Drug Trials

Project FDA rePort
No. 3 October 2010

No. 4 June 2011

No. 5 March 2012

Project FDA rePort

Project FDA rePort

Project FDA research reports, issue briefs, and op-eds shaped the debate
over FDA reform in the pages of The Wall Street Journal and Investor’s
Business Daily and on top-rated cable news programs.

BLUE PILL OR RED PILL:
THE LIMITS OF COMPARATIVE
EFFECTIVENESS RESEARCH
Tomas J. Philipson
University of Chicago

Tomas J. Philipson
University of Chicago

Published by Manhattan Institute

Project FDA rePort
No. 1 March 2009

Published by Manhattan Institute

COST OF CAUTION:
The Impact on Patients of
Delayed Drug Approvals

IN THE WAKE
OF WYETH V. LEVINE:
Making the Case for
FDA Preemption and
Administrative Compensation

Eric Sun
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HOW CONFLICT-OF-INTEREST
RULES ENDANGER MEDICAL
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HOSTILE TAKEOVER OF THE AMERICAN ECONOMY
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E

conomic growth will depend on enterprise and investment—whether in energy
or biomedical innovation. Historically, the American economy has relied on the
rule of law and on regulation that is fair and effective, not designed to favor special
interests at the expense of the general welfare. For over two decades, the Manhattan
Institute’s Center for Legal Policy (CLP) has fought against abuse of the legal system by
self-interested trial lawyers. Today, the CLP has also taken up the fight against those
who would take advantage of the rules of corporate governance to advance political
goals in ways that threaten the capacity of firms to grow and create prosperity.
That such an effort is under way was confirmed by the Institute’s Proxy Monitor
project. An online database and scorecard, Proxy Monitor tracks all proxy proposals,
revealing and analyzing resulting trends. Washington Post columnist Harold Meyerson recently noted: “The one arena in which unions have made some headway this
year is in shareholder capitalism by using the voting power of their pension funds
and by organizing shareholder opposition to excessive executive pay and corporate
political speech.” It’s an effort that contravenes the historical role for shareholders—
to hold corporate management accountable and to insist on business practices that
benefit the bottom line. The CLP’s Proxy Monitor has been successful in highlighting
shareholder proposals that are simply political activism in disguise and in bringing
this issue greater recognition.
Publicly owned corporations cannot thrive if they are strangled by activist shareholders motivated not by the firm’s interests but by their own. Neither can they
thrive if they are micromanaged by political overseers. Yet in cases involving some
of our largest corporations, that’s exactly what has been occurring.

Proxy M onitor

Harvey Pitt
David Asman
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THE SHADOW
REGULATORY STATE
The Rise of Deferred
Prosecution Agreements

Published by Manhattan Institute

James R. Copland
Senior Fellow
Manhattan Institute for Policy Research

Thursday, June 21, 2012

C L P down on unions' political fundraising
Supreme Court clamping
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By Alana Semuels A T

THE

FO R

LEG A L

MANHATTAN

P O LI C Y

INSTITUTE

The Supreme Court is putting increasing limits on unions’ abilities to raise political funds at the same time it is
freeing corporations' ability to spend. That’s the argument being made by some academics after a Supreme Court
decision Thursday that requires that nonmembers opt in to contribute to public employee union political
fundraising, rather than opt out if they don't want to give.
“The court clings to the trope that the unions' political spending is somehow extraneous to the core services
provided by the union to the represented employees. But political spending is perhaps even more important to
unions than it is to corporations,” wrote Matt Bodie, a law professor at Saint Louis University, on a prominent
law blog.
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Political spending by corporations pays off big time,Tuesday,
accordingMay
to a22,
study
released by the Manhattan Institute
earlier this week. Corporate political spending usually leads to lower taxes and more favorable legislation, the

So, Bodie argues, why shouldn’t unions have the same rights to spend as the corporations that often
Justice Department Maystudy
Beasfound.
in
the
Next Cubicle
serve
their
antagonists?

By James R. Copland
“Courts recognize the interest of corporations in protecting themselves in the political arena, and I think they need
to learned
extend the
notionintothe
unions,”
hesince
said. it
“Ifindicted
unions are
going
to be representing
people, part of their duty is
The Justice Department appears to have
a lesson
10 years
Arthur
Andersen
LLP
protecting
the unions'By
rights
andwhen
by extension,
the employees’
rights.”
for alleged improprieties in the firm’s Enron
bookkeeping.
2005,
the U.S. Supreme
Court unanimously
vacated a conviction in the case, the accounting firm had collapsed, and all but a handful of the 85,000
employees worldwide lost their jobs. But in many public sector unions, not all opt to join. The Supreme Court argues that it should not be so easy for
unions to use the money of these nonmembers to fund political causes they don’t agree with.
The Justice Department has since avoided large-scale corporate prosecutions that would threaten the disastrous
Secunda,
lawformer
professor
Marquette,
saysfirm.
that shareholders don’t always agree with the political causes
collateral consequences brought on by Paul
its case
againsta the
BigatFive
accounting
spend their money
on. But they
can’t opt
outare
because
have decided that the corporations’
But in the place of actual prosecutions,corporations
the Justice Department
has aggressively
pursued
what
blandlythey
called
leadersagreements
will make decisions
that NPAs,
are, at the
day, good
for the business. In the same way, union leaders
“deferred prosecution” or “non-prosecution”
-- DPAs and
for end
shortof--the
through
which
maketodecisions
that are intrial.
the interest
of workers,
if thosethe
workers
prosecutors and companies negotiate terms
avoid a criminal
This approach
may even
be avoiding
sort ofare not union members, Secunda argues.
corporate death sentence visited upon Andersen for what proved to be non-crimes, but nonetheless does
“WeJustice
are now
in an environment
where its easier
for day-to-day
corporations to raise money for political lobbying than it is
something just as worrisome: It insinuates
Department
career bureaucrats
into the
for unions,” Secunda said. “But in spending, corporations and unions are treated alike, have the right under the
management of major American businesses.
1st Amendment to express their views without government interference.”

Although only 17 DPAs or NPAs were reached between businesses and federal prosecutors in the decade before
Unions aren’t technically businesses under the law, said Nelson Lichtenstein, a professor at UC Santa Barbara.
the Andersen indictment, more than 200
have followed in its wake, through both the Bush and Obama
They were put into the same category as granges, horticultural societies and other voluntary associations charged
administrations. Seven Fortune 100 companies are currently operating under the supervision of federal
with protecting the public good when laws first regulated them. But “courts have narrowed and limited what
prosecutors: CVS Caremark (CVS) Corp., Google (GOOG) Inc., Johnson & Johnson, JPMorgan Chase & Co.,
unions can do,” he said. “Unions are subject to much more severe economic regulation of their affairs than
Merck & Co., MetLife Inc. and Tyson Foods Inc.
corporations.
Wal-Mart on Deck
The decision will slow unions in fundraising, all three professors say. At the same time that both corporations and
unions, because of the 2010 Citizens United decision, have more ability to spend, unions are going to have more
Seven other of the 100 largest businesses have been under a DPA or NPA in just the past few years. Others,
trouble raising funds. That gives unions a disadvantage in the 2012 election.
such as Wal-Mart Stores Inc., currently facing scrutiny for alleged Mexican bribes prohibited under the Foreign
Corrupt Practices Act, are sure to follow.
“If the country were run this way, anyone who didn’t like the defense budget could opt out,” Lichtenstein said.
“The very concept of unionism, the legitimacy of collective actions by workers covering all sorts of workers, is
In each of the past three years, fines and
penalties
levied
under federal deferred-prosecution and nonbeing
chipped
away.”
prosecution agreements have exceeded $3 billion. While such fines are not insignificant, of far greater concern
are the sometimes sweeping powers that prosecutors have asserted over business practices. In recent DPAs and
NPAs, federal prosecutors have variously pressured companies to change long-standing sales and compensation
practices; to restrict or modify contracting and merger decisions; to carry out onerous compliance and reporting
programs; to appoint corporate monitors with broad discretion over management decisions; and even to oust
executives or directors.

Businesses accept the agreements with such aggressive terms because they can ill afford to fight a criminal
investigation. A certified public-accounting firm like the former Arthur Andersen is uniquely vulnerable to
criminal indictment and conviction. But criminal inquiries place significant pressure on stock prices for all
companies and can impair the ability to obtain credit. Companies can be debarred from government contracting
or denied licenses upon an indictment or conviction, making businesses in certain industries, such as health care
and financial services, particularly unable to fight back against a prospective prosecution.

Over the last decade, a novel form of federal government regulation has
emerged, prompted not by new congressional legislation or administrative
agency action but by the aggressive assertion of prosecutorial authority over
business. With little fanfare, executive-branch attorneys citing vague federal
criminal laws have targeted companies and threatened them with prosecution. Since 2009, absent any formal accusations or criminal trials, companies
have been forced by federal prosecutors into a combined 29 “deferred prosecution” agreements and “nonprosecution” agreements. Under such agreements, the Justice Department forgoes prosecution so long as the company
abides by certain oversight requirements and restrictions. Fines and penalties levied have exceeded $3 billion in each of the last three years. Moreover, in reaching and enforcing these agreements, prosecutors have coerced
firms into making sweeping changes to their business practices, including
changing long-standing sales and compensation practices, restricting contracting and merger decisions, and ousting executives and directors.
Like abuses of the proxy process, this “shadow regulatory state” constitutes
an end run around the democratic process, as unelected, largely unaccountable, Justice Department bureaucrats have imposed their will on the dayto-day management of major American businesses. As CLP director James
Copland noted in his Bloomberg View editorial accompanying his May Civil
Justice Report on the subject: “It is long past time that Congress asserted
itself over the Justice Department’s use of DPAs and NPAs to assume broad
and unaccountable regulatory authority.” Absent congressional action, we
can expect this abuse of prosecutorial power to continue to dampen the
vitality of American businesses and delay our national economic recovery.
Look for further work on this issue in spring 2013.

Just since 2009, finance companies have entered into 18 federal DPAs and NPAs and health-care businesses
into 11 such agreements. The finance companies alone have a collective market value exceeding $690 billion,
with more than $20 trillion in assets under management.

EXPOSING TRIAL LAWYERS INC.
For more than 20 years, the Manhattan Institute has worked to expose the
unscrupulous behavior of trial lawyers, who are often more interested in
achieving grandiose settlements than in pursuing justice. Beginning with the
watershed books Liability: The Legal Revolution and Its Consequences, by
Peter Huber, and The Litigation Explosion: What Happened When America
Unleashed the Lawsuit, by Walter Olsen, the Center for Legal Policy has continued to alert the public to the many ways in which the burgeoning lawsuit
industry imposes a drag on the economy, restricts personal freedom, and
gives the legal system an excessive presence in American life. In
November 2012, as part of the CLP’s report series, Trial Lawyers
Inc., James Copland documented how Philadelphia became a
magnet for plaintiffs’ lawyers in search of favorable jurisdictions
and the downside of this development for Pennsylvania residents
and businesses. With legal reform sometimes more possible at the
state and local levels than in the federal government, jurisdictionspecific research will remain a central aspect of the CLP’s activities.
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ADAM SMITH GOES TO BUSINESS SCHOOL
THE

Adam Smith
SOCIETY

MISSION STATEMENT
The Adam Smith Society is a community of business school students and alumni dedicated to
exploring the links among the economy, government, and society. The Society believes that
business, entrepreneurship, and commerce are wellsprings that keep this country vibrant, creative, prosperous, and free. Through debate and discussion, the Society aims to advance this
idea on campus and among business leaders.

D

uring the financial crisis, when the nation’s confidence in free markets was
approaching its nadir, the Manhattan Institute’s Center for the American University
(CAU) decided to focus on the underpinnings of capitalism. We were concerned
that the next generation was entering the workforce without an understanding—let
alone an appreciation—of the economic benefits and fundamental social justice of
the free-enterprise system. The emergence of the Occupy Wall Street movement
and much of the campaign rhetoric, moreover, confirmed our belief that many
young people simply fail to recognize the virtues of free markets, particularly their
role in promoting opportunity and the unleashing of human talent and ingenuity.
To encourage the restoration of meaningful education about the foundations of

14

free markets, we launched the Adam Smith Society in partnership with the Marilyn
G. Fedak Capitalism Project, focusing our efforts on America’s next generation of
business leaders.
Today our organization, started just one year ago, has chapters at six schools (Harvard,
Yale, University of Chicago, University of Texas at Austin, Cornell, and Columbia),
with our seventh school, NYU Stern, to come on board this spring. With a goal
of establishing chapters at all leading business schools, the Institute is working to
expand the program while simultaneously providing support for Adam Smith alumni.
This spring in New York, the Manhattan Institute will host the first national Adam
Smith Society conference, which will bring together students and alumni members
from across the country to hear from some of the country’s great business leaders.
We are happy that John Mackey has signed on to provide one of the keynotes, and
we thank others in the business world, including John Allison, Steve Forbes, and
Edward Conard, who have engaged with our students on campus.

C A U

Under the leadership of new Adam Smith Society exceutive director Jody Wood, our
student-led chapters are holding speaker and debate events and have the opportunity
to develop relationships with business leaders such as those just mentioned, who
are unabashed in their defense of free enterprise.

CENTER FOR THE AMERICAN UNIVERSITY
AT

THE

MANHATTAN

INSTITUTE

Minding the Campus.com

Selections from the Manhattan Institute’s web magazine

In an April New York Post op-ed, “How Colleges Waste Our ‘Investments,’” Michael Barone referred to the “invaluable Minding the Campus blog.” For six years, the CAU’s web magazine, MindingTheCampus.com (MTC), has shed
light on the true state of higher education. Through original essays, constant blogging, and podcast interviews, MTC
holds colleges and universities accountable, particularly for the content of the curriculum in the humanities and social
sciences—which rarely provides a genuine diversity of perspectives on key moral, social, political, and economic
questions, let alone a substantive education in the foundations of the American constitutional order.
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WHY CITIES
(AND STATES) MATTER

O

ur historic work on crime and welfare reform was built on the idea that
cities should not be thought of as bleak collections of the poor but as
a prime meeting place of the talented and the ambitious, who together
build new enterprises based on new ideas. State governments, moreover, continue
to have oversight and management of many vital public services that affect the lives
of citizens on a day-to-day basis. With those principles in mind, our Center for State
and Local Leadership (CSLL), under the direction of Michael Allegretti, confronted
some of the most serious and difficult challenges faced by many U.S. locales this
past year. Using places such as California, Wisconsin, and Detroit as examples and
laboratories, CSLL fellows analyzed the roots of problems pertaining to runaway
budgets, public-sector unions’ outsize political influence, and high crime rates, and
then developed innovative solutions.
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EXPORTING BROKEN WINDOWS
“The Republican Party is, more than ever before in its history, an anti-urban party.”
—Kevin Baker, “Republicans to Cities: Drop Dead,” The New York Times, October 7, 2012
“So the question becomes: Can Republicans start to contest urban areas again? Yes, but
they’ll need to get over their cultural aversion to the metropolis.” —Lynda DePillis, “The GOP
Can’t Afford to Ignore Cities Anymore,” The New Republic, November 12, 2012

A

s anyone who has long followed the Manhattan Institute’s work is well aware, our
concern for America’s cities is nothing new. Indeed, it’s part of our intellectual
DNA. Healthy cities are the crossroads where talent and capital meet—and economic
growth is the result. Healthy cities are not places of dependency and decay but the
places where the poor can find the means to rise. Healthy city and state governments
provide the key elements—notably, public safety and public education—that make
commerce and prosperity possible. Such perspectives have guided our historically
successful work in introducing new, effective policing techniques to New York and
Los Angeles, as well as championing welfare reform nationwide.
Crime continues to be the core challenge facing many of America’s major cities.
This year, the CSLL has been building on past successes in a city that faces serious
challenges to maintaining public safety: Detroit. For the fourth straight year, Detroit
was ranked the most dangerous big city in America. At the request of its mayor,
David Bing, MI senior fellow George Kelling and CSLL director Michael Allegretti
have been operating as executives-on-loan, advising the Detroit Police Department
and launching a broken-windows pilot program focused on combating the rampant
crime of breaking-and-entering, which generally goes unpunished in the Motor
City. In the Detroit neighborhood where the pilot was carried out, home invasions
declined by 32 percent over a three-month period. This is good news for Detroit,
but there is more work to do.
This fall, former NYPD and LAPD commissioner and longtime friend of the Institute,
William Bratton, joined the CSLL team. Along with Kelling, Bratton will devote
his time to expanding our pilot program, improving management structure, and
institutionalizing Compstat. With Detroit’s violent crime rate at five times the national
average, policies that work well are critical to the future of the city and can provide
an example for other cities to emulate.
Another dimension of our work on criminal justice has been to pioneer solutions
to America’s tragically high rates of recidivism and reincarceration. The inability
of many former convicts to reintegrate successfully into the social and economic
mainstream places added strain on the criminal-justice system, and exacerbates the
18

Newark mayor
Cory Booker

problem of family breakdown. To tackle this problem headon, in 2009 the Manhattan Institute set up shop in Newark,
New Jersey, a city in which as many as one in six residents
has been arrested. Through a partnership with Mayor Cory
Booker, the Institute has been working to connect ex-convicts
with paid work immediately upon release. This “work-first”
approach to reentry has proved to be far more effective at
lowering recidivism rates than the typical “services-first” model,
which emphasizes counseling and drug treatment—so much so,
in fact, that Governor Chris Christie announced in November
2011 that he would be implementing lessons learned from the
Newark pilot at the state level.
It is not our intention to remain directly involved in any of our
pilot projects in perpetuity. We are pleased to announce that the
City of Newark has agreed to take programmatic and financial
ownership of the program starting in January 2013. As with
any of our on-the-ground activities, our goal is to enable the
effort, test the policy, and, when there is success, trumpet the
innovation so as to encourage replication where appropriate.

Our work with the Newark Prisoner Reentry
Initiative was documented in Gaining Ground,
a short film available on our website.

There is still much to do on the prisoner reentry front. Mayors
and governors continue to reach out to us for advice on
replicating “the Newark model,” and we will provide it.
2012 President’s Year-End Update 19

THE BATTLE AGAINST PUBLIC SECTOR INC.

C

No. 71 September 2012

CiviC RepoRt

entral to our work has been an ongoing effort to sound the alarm about the
interest-group power of public-sector unions and the ways in which they
threaten the prospects for economic recovery in cities and states across the country.
This year, as in others, we have played an active role in those places most affected
by these issues. During the spring, the Manhattan Institute’s Center for State and
Local Leadership focused on Wisconsin, aiming to connect the reform of the terms
of public employment with improvements in the quality and cost-effectiveness of
public services. Governor Scott Walker’s policies have made Wisconsin government
more accountable, transparent, and fiscally sound. Those improvements have led to
demonstrably better services for those who live in the state.

THE GREAT
CALIFORNIA EXODUS:
A Closer Look
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The results in Wisconsin have confirmed for the Institute that the kind of message
that can advance lasting, meaningful change is linked in the public mind with the
reining in of collective bargaining rules and the capacity of local government to
deliver quality public services. As part of our strategy to inject our work (three focused
reports released in March, May, and June) into the public discourse, we sent MI
senior fellows to the Badger State to complete an extensive media tour. Following
his election victory, Governor Walker, speaking to an Institute audience in New York,
emphasized how important it is for elected officials to “think in terms of what’s best
for the next generation rather than what’s best for the next election.” At the Manhattan
Institute, we intend to repeat that sound advice.
While Wisconsin has embraced reform, California has doubled down on the failed
blue-state model. California’s economy, the ninth-largest in the world, is critical for the
growth and prosperity of the United States. Moreover, as the state seeks to respond
to decades of fiscal mismanagement, the policies that it adopts may be imitated by
other distressed locales nationwide. Scholars affiliated with the Manhattan Institute
have long researched California’s transformation from a haven for opportunity to a
state on the brink of insolvency. With California approaching a fork in the road in
November 2012, the CSLL took a page out of its Wisconsin playbook, publishing and
promoting a series of reports that shed new light on the drivers and implications of the
state’s budget crisis. The reports included detailed accounts of the flight of thousands
of talented residents that the state has experienced over the past two decades and
focused attention on the main factors contributing to California’s current difficulties.
Unfortunately for California, the title of our second report tells the story that unfolded
this past month: The Nays Have It: When Public-Sector Unions Win in California.
That paper, authored by MI senior fellow and City College of New York political
scientist Daniel DiSalvo, details the history of public unions in California in effectively
blocking ballot measures that go against their interests. Today, the “nays” must own it.
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As The Wall Street Journal observed: “The silver lining here is that Americans
will be able to see the modern liberal-union state in all its raw ambition.”
As senior fellow Stephen Eide noted in the third report in our series, these
benefits systems are impossible to sustain. You can attempt to underwrite
them with higher taxes but there is only so long before they collapse under
their own weight.

Wisconsin governor Scott Walker

California is still in need of bold policy solutions to its fiscal problems.
Having made such deep inroads, the CSLL will continue to provide a voice
for reform-minded leadership in the Golden State.

OUR MAN IN ALBANY
While deploying scholars to states facing turning points, MI
continued to help our home state of New York regain its fiscal footing. Slowing down tax increases or scaling back public-sector benefits here sends a critical message to other parts of the country: if it
can happen in New York, it can happen elsewhere.
MI senior fellow E. J. McMahon was instrumental in New
York’s enactment last year of a cap on property taxes. That set the
stage for this year’s challenge, which was to clear up misinformation
spread by opponents of the new law. The Institute’s Empire Center
distributed thousands of copies of its “New York State’s Property Tax
Cap: A Citizens’ Guide” (also posted as an online resource) to help
taxpayers understand how the cap could empower them to press
for greater restraint in local spending. During the law’s first year in
effect, the vast majority of county, municipal, and school budgets
stayed within their caps. Meanwhile, the center turned its attention
toward mandate relief, including repealing laws that drive up collective bargaining costs.
As in other states, both fiscal health and continued provision
of essential public services require the reform of expensive publicsector benefits. At a key point in heated deliberations about Governor
Cuomo’s pension-reform proposal in early 2012, McMahon’s report
Optimal Option showed that Cuomo’s proposal to offer state employees
defined-contribution (DC) plans was not a
new concept for public employees. As The
Wall Street Journal reported in a story on
our study, the majority of faculty at two
New York public universities have been
voluntarily choosing DC pension plans over
defined-benefit plans (which cost taxpayers
the most) for almost 50 years. Cuomo’s
final plan did not go far enough to rein in
New York’s unfunded pension liabilities,
but it included a limited DC option—a step
toward more expansive reform.
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CITY JOURNAL: ARGUABLY AMERICA’S BEST MAGAZINE
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n our ongoing mission to “turn intellect into influence,” the Institute has always
understood that policy research and related projects have their place and their limits.
There is an important place as well for stories—the stuff of high-quality journalism—
that provide context for policy ideas pioneered by the Institute. Over the past year,
with the excellent leadership of editor Brian Anderson, City Journal has continued
to shine in this regard. As The Atlantic recently recognized, “[City Journal] laid the
intellectual foundation for a renaissance of conservative ideas, policy successes, and
cultural transformation in New York City—as hostile a territory as there ever has been
for the right. You’d think that kind of success would inspire copycats.”
Not surprisingly, the work of John M. Olin Fellow and contributing editor Heather
Mac Donald attracted particular attention this year as the editorial page of The New
York Times launched an unfounded attack on the NYPD’s “stop, question, frisk
policies.” Mac Donald almost single-handedly led the counterattack. In her writing,
Mac Donald consistently focused on the victims of crime and its violence: the
minority poor, in whose name protests against stop-and-frisk policies are mounted.
She wrote: “Local gangs keep residents under the thrall of fear. ‘The kids stay in jail
in their own project,’ Keisha Graham, 40, told a local paper. ‘We’re paying taxes for
what? I don’t pay taxes for kids to keep getting buried.’ It is this mindless violence
that leads NYPD commanders to target communities such as [the South Bronx] for
assertive patrol. Race has nothing to do with it.”
This past year, City Journal maintained its focus not just on crime but on all things
city and state—including a continuation of its special coverage of California and the
political culture that has shaped its dysfunction (see Michael Anton’s “Tom Wolfe’s
California” in the autumn issue of the magazine.

“[A]rguably America’s best magazine, City Journal.”
— Thomas Sowell
“[City Journal] laid the intellectual foundation for a renaissance of conservative ideas, policy successes, and cultural transformation in New York
City—as hostile a territory as there ever has been for the right. You’d think
that kind of success would inspire copycats.” 
— Conor Friedersdorf, The Atlantic
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In the coming year, City Journal will train much of its intellectual artillery
on our home, New York City. You will see imaginative policy prescriptions
for our next mayor and for mayors around the country. Nicole Gelinas, with
her proven record of insight on New York’s financial-services sector and its
limits, and Steven Malanga, with his writing on the city’s poverty industry and
the power of public-sector unions, will join Mac Donald, E. J. McMahon, and
others in the City Journal brain trust to inform the election-year discussion.

JAMES Q. WILSON (1931–2012)
As America mourns the passing of its premier social scientist, James Q. Wilson,
City Journal looks back with great admiration on the professor’s brilliance, clear
articulation of ideas, and ability to reorient the discourse on critical issues. As
recently as last summer, Professor Wilson authored an essay for the magazine on
the trajectory of crime rates during the recession, bringing to this issue the clarity,
insight, and sobriety that defined his scholarship for decades. This is the standard
of excellence that City Journal will continue to strive toward in assessing problems
and proposing innovative policy solutions.

2012 President’s Year-End Update 23

COMPASSIONATE CONSERVATISM: WALKING THE TALK

I

n the wake of the November election, pundits have glibly opined that the
results demonstrated a disdain for the disadvantaged by those who believe in
free markets and limited government.
With our work, the Manhattan Institute has consistently disproved that canard—
and continues to do so in such areas as education and health-care policy and,
notably, by our recognition of and support for those individuals and groups
outside government who are designing and implementing new approaches to
helping Americans in need.
Senior fellow Marcus Winters, through his book Teachers Matter, has added to
the case for accountability in public education. He demonstrates that standards
can ensure that students are taught by the very best teachers available. Nothing
else makes as great a difference in the lives of low-income and disadvantaged
students—a fact that Winters has pointed out to attentive state lawmakers around
the country.
Senior fellow Paul Howard, who heads our Center for Medical Progress, has mapped
the road for states to reform their increasingly expensive, and often ineffective,
Medicaid programs of health insurance for the poor. His proposal was articulated
in “Medicaid Is Broken—Let the States Fix It” in The Wall Street Journal—soon to
be expanded into an essay for National Affairs—and highlights the successes of
states such as Indiana and Rhode Island in lowering costs and improving health
when given the flexibility to shape the program to fit the needs of their states. As
the Patient Protection and Affordable Care Act (Obamacare) sharply expands the
Medicaid-eligible population, we expect his work to become essential reading
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Social Entrepreneurship Awards,
November 14, 2012
for reform-minded governors interested in ensuring that, by controlling health-care
costs, their state budgets can continue to pay for other essential services.
While developing ideas to make state and local governments more cost-effective in
their delivery of such services, the Manhattan Institute has fostered greater public
appreciation for the role of private, voluntary associations in responding to those
in need. Howard Husock, vice president for policy research and director of the
Institute’s Social Entrepreneurship Initiative (SEI), has written extensively on the
contributions that nonprofits make to the common good and the need to preserve
their independence against incursions from the government.
SEI also highlights examples of successful social entrepreneurship in action through
an annual awards program, attended by media, philanthropists, and leaders from the
independent sector. In 2012, we presented the Richard Cornuelle Award for Social
Entrepreneurship to four men and women who have founded nonprofits dedicated
to a variety of purposes: instilling the value of entrepreneurship in adolescents at risk
of dropping out of high school; providing emergency shelter to elderly people who
have been abused; enabling the poor and homeless to begin to reclaim their lives
by acquiring proper identification; and helping young men recently released from
Rikers Island prison.
In addition, we conferred the William E. Simon Prize for Lifetime Achievement in
Social Entrepreneurship on C-SPAN founder Brian Lamb. In giving these awards,
we look to remind the nation that our commitment to limited government includes
a vibrant civil society, one in which private, nonprofit, voluntary nongovernmental
organizations are formed to ameliorate social ills.
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ISSUES 2012
This year, with the election season in full swing, the Institute saw an opportunity to connect with the public and the media
by leveraging our significant intellectual resources, as well as our vast “back catalog” of high-quality research, and
inserting them directly into the public conversation. We called it Issues 2012, a series of more than 30 short research
papers keyed to the policies proposed by the candidates and raised by the media during the campaign.
Why Savings Are Suffering: Fed QE3 Policy Costs Seniors by Diana Furchtgott-Roth
Issues 2012 32, November 2012
Roundtable: Are You Better Off than You Were Four Years Ago?
by Steven Malanga, Marcus A. Winters, Nicole Gelinas, Edward Glaeser, Jacob L. Vigdor, Diana Furchtgott-Roth
Issues 2012 31, October 2012
Oil, Gas, and Coal Can Prime the Jobs Pump: Which States Will Benefit? by Mark P. Mills, Yevgeniy Feyman
Issues 2012 30, October 2012
The Merits of a Territorial Tax System by Diana Furchtgott-Roth, Yevgeniy Feyman
Issues 2012 29, October 2012
Debating Health Reform: The Preexisting Condition Problem by Avik Roy
Issues 2012 28, October 2012
The Welfare Waivers: How They Really Do Water Down Work Requirements by Russell Sykes
Issues 2012 27, October 2012
Wall Street and Dodd-Frank: The Right Questions to Ask the Candidates by Nicole Gelinas
Issues 2012 26, October 2012
Subsidizing Big Wind: The Real Costs to Taxpayers by Robert Bryce
Issues 2012 25, October 2012
How Block Grants Can Make Medicaid Work: Improving Health, Decreasing Costs by Paul Howard
Issues 2012 24, September 2012
The Food Stamp Recovery: The Unprecedented Increase in the Supplemental Nutrition Assistance Program 2008–12
by Diana Furchtgott-Roth, Issues 2012 23, September 2012
The Expensive, Elusive Green Job by Diana Furchtgott-Roth
Issues 2012 20, September 2012
The U.S. Tax System: Who Really Pays? by Stephen Moore
Issues 2012 22, August 2012
Whither Workforce Training? by Diana Furchtgott-Roth
Issues 2012 21, August 2012
Solyndra and the Perils of Green Industrial Policy by Diana Furchtgott-Roth
Issues 2012 19, July 2012

Regulators Should Practice Civil Disobedience of Dodd-Frank
By Nicole Gelinas
Thanks to Dodd-Frank and other mandates, "we have hundreds of rules, many of which are uncoordinated and
inconsistent with each other," JPMorgan Chase chief Jamie Dimon recently lamented. "While legislation
obviously is political, we now have allowed regulation to become politicized."
He's right. And we don't need to repeal Dodd-Frank to fix at least part the problem. Instead, regulators should
use their discretion under Dodd-Frank to act without discretion. In doing so, career regulators can rescue their
reputation back from Congress.
What caused the financial crisis? Oh, lots of things.
But a big factor was that government central planners, rather than free markets, decided what was risky and
what was not. Nudged by politicians, regulators determined, for example, that certain mortgage-related
securities must be perfectly safe, thus allowing financial institutions to borrow oodles of money against them.
Congress also forced regulators to treat some derivatives differently from others, even though, absent
consistent limits on borrowing, they could all pose unacceptable risk.

M I
M A N H A T T A N

Stephen Moore
Senior Economic Writer,
Wall Street Journal
Editorial Board

The law gives a new acronymed board – the Financial Stability Oversight Council, or FSOC – discretion to
figure out which nonbank financial firms are "systemically important financial institutions" – SIFIs – and
which are not. (Big banks like Dimon's are automatically SIFIs.)
This task is so complicated that nearly two years after Dodd-Frank became law, the smartest people in the
world – Treasury Secretary Tim Geithner and colleagues from other regulatory bodies, who sit on FSOC – are
still figuring out exactly how to do it.
Last week, they issued a 93-page rule to explain the process. It took them 93 pages to say that they'll look at
big financial firms carefully to decide if they're risky or not, then give the firms an opportunity to say they’re
not risky, then vote, then, perhaps, discuss it all over again and vote again.
They don't expect to finish this process anytime soon – likely not until the end of this year. And after that, they
still have to decide what, exactly, to do with such "risky" firms: ask them to hold more capital? Ask them to
submit additional reports to the Fed and the Treasury? Break them up?
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What Geithner and colleagues should do instead is say that it's FSOC itself – a nonbank firm if there ever was
one – that poses an unacceptable risk to the financial system and the economy.

P O L I C Y

R E S E A R C H

“It is a paradoxical truth that tax rates are too high today, and tax revenues
are too low and the soundest way to raise the revenues in the long run is to cut
the tax rates…. [A]n economy constrained by high tax rates will never produce
enough revenue to balance the budget, just as it will never create enough jobs
or enough profits.” —John F. Kennedy, 19631

E
Published by the Manhattan Institute

They should have said that they would impose consistent, clear limits on financial firms and financial
instruments, making all financial firms carry a certain percentage of capital against their borrowed money no
matter what their perceived risk, for one thing.

F O R

THE U.S. TAX SYSTEM: WHO REALLY PAYS?

You would think, then, that Congress and President Obama would have learned from these past mistakes.
They should have admitted that the government simply wasn’t very good at determining what was safe and
what wasn't – and said that they would no longer try.

Instead, Congress and the president blithely doubled down on their past errors. Just think about one provision
of Dodd-Frank.

I N S T I T U T E
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Issues 2012

Energy-Related Tax Preferences and Job Creation: Which Industries Provide the Best Value for Taxpayers? by Robert Bryce
Issues 2012 18, June 2012

ven if most policymakers and members of the public instinctively understand the wisdom of President Kennedy’s words,
tax rates are set to go way up, not down, next year because of
the scheduled expiration of the Bush tax cuts at the beginning
of 2013. The Obamacare law also raises tax rates on wealthy individuals
by an additional 3.8 percentage points next year. President Obama and
others in Congress argue that these higher tax rates are justified because
of the growing consensus that the rich don’t pay their fair share of taxes.
Unless we do something to spread the burden more equitably, the argument goes, American society will become more unfair and the economy
more unsustainable with each passing year.
At first glance, the tax rate issue seems inseparable from the tax fairness issue, since higher taxes are expected to shift society’s wealth from the private
sector to the public sector, where, broadly speaking, it is redistributed to
lower-wage earners and the needy. In reality, the people at the bottom of

Tuesday, September 18, 2012

Lax Rules Author Spike in Food Stamp Usage
By Diana Furchtgott-Roth
Last week, the Census Bureau announced American real household income declined in 2011. That’s the second
year in a row. Coupled with an unending stream of poor economic data from unemployment to slow economic
growth, it’s not surprising that 47 million Americans, more than ever before, are on food stamps.
Fifteen percent of Americans on food stamps, more than one in seven, is a substantial expansion from just a few
years ago. At the beginning of the Great Recession, in December 2007, 27 million Americans, fewer than one in
10, received Supplemental Nutrition Assistance Program (SNAP) benefits, previously known as Food Stamps. At
the end of the recession, in June 2009, 11 percent of the population was using SNAP.
Have the number of SNAP beneficiaries expanded because our economy is that much weaker than three years
ago? Our economy is still weak, which can explain some of the increase. But much of the increase can be
explained by another factor: evolving SNAP rules that expand eligibility and increase benefits to ever more
Americans.
Food stamp participation has always increased during a recession and in the initial stages of a recovery, but this
increase is far higher than in prior recoveries. The three-year period after the recessions of the early 1980s saw
decreases in food stamp usage, but the recessions of the early 1990s and in 2001 saw increases between 1 and 2
percent over the same period. In comparison, food stamp usage increased 3.5 percent following the Great
Recession.
It’s not just that more people today are on food stamps, but the real value of food stamps has gone up, from $245
per household per month in 1990 to $287 in 2010. At the same time, the average number of people per household
receiving food stamps declined, from 2.6 people to 2.2 people.
Of course, our economy is still weak. Our unemployment rate has remained above 8 percent for 43 months, since
February 2009, which is longer than in any other period since the Great Depression. Americans experienced
unemployment over 8 percent for 27 months from November 1981 to January 1984, but ultimately saw a decrease
in food stamp usage during the three years after that recession. The prolonged unemployment effects of the 20072009 recession are partly responsible for the growth in current food stamp usage, but cannot fully explain it.
Greater food stamp usage is partly the result of changes in eligibility. Consider the recent history of changes in
eligibility standards. The 1996 welfare legislation eliminated Food Stamp eligibility of legal immigrants, placed a
three-month limit on Able-Bodied Adults Without Dependents working less than 20 hours a week over 36 month
period, reduced the maximum allotment, froze the standard deduction and minimum benefit, and revised
provisions for disqualification.

DRUDGE REPORT @DRUDGE_REPORT

‘Unprecedented’ Jump in Food Stamps...

In May 2002, the food stamp program was changed under the Farm Security and Rural Investment Act. It
restored eligibility of legal immigrants, indexed the standard deduction to inflation, incentivized state
administration outcomes with performance bonuses, simplified eligibility processes for states by aligning them
with other means-tested programs, and cut employment and training funds.

The increase in participation in 2008 was caused by a combination of widened benefit eligibility, the recession,
and a concerted effort to expand access to benefits. The 2008 Farm Bill changed the name of the program from
the Food Stamp Program to SNAP, in an effort to reduce the social stigma associated with receiving benefits.
As of October 1, 2008, the minimum benefit and standard deduction for households were increased. The cap for
child care expenses was also eliminated. There were also changes aimed at combating fraud, including

Pipelines Are Safest for Transportation of Oil and Gas by Diana Furchtgott-Roth
Issues 2012 17, June 2012
Romney’s Education Plan: Recognizing the Success of Special Education Vouchers by Marcus A. Winters
Issues 2012 16, June 2012
The Volcker Rule Distraction: There Is a Better Way to Fix “Too Big to Fail” by Nicole Gelinas
Issues 2012 15, May 2012
The Unemployment Crisis for Younger Workers by Diana Furchtgott-Roth
Issues 2012 14, May 2012
Is There Still a Case for Coal? by Robert Bryce
Issues 2012 13, May 2012
An Audacious Promise: The Moral Case for Capitalism by James R. Otteson
Issues 2012 12, May 2012
Who Really Owns the Oil Companies? by Diana Furchtgott-Roth
Issues 2012 11, May 2012
The Dangers of Raising Taxes on Investment Income by Diana Furchtgott-Roth
Issues 2012 5, April 2012
Measured Inequality: Fallacies and Overstatements by Christopher Papagianis
Issues 2012 10, April 2012
How Tax Expenditures Hurt the Economy—and What to Do About It by Diana Furchtgott-Roth
Issues 2012 9, April 2012
The Medicaid Mess: How Obamacare Makes It Worse by Avik Roy
Issues 2012 8, April 2012
Why Obamacare Will End Health Insurance as We Know It by Richard A. Epstein, David A. Hyman
Issues 2012 7, March 2012
How Obamacare Increases Unemployment by Diana Furchtgott-Roth
Issues 2012 6, March 2012
How to Lower Gasoline Prices by Diana Furchtgott-Roth
Issues 2012 4, March 2012
The Inconsistencies of the Obama Corporate Tax Plan by Josh Barro
Issues 2012 3, February 2012
The Myth of Increasing Income Inequality by Diana Furchtgott-Roth
Issues 2012 2, March 2012
Obama’s Energy Budget: Misplaced Subsidies, Overlooked Benefits by Robert Bryce
Issues 2012 1, February 2012
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PUBLICATIONS 2012
The Manhattan Institute annually publishes numerous high-quality, full-length research reports on topics related to key
issue areas. This body of work—authored by our resident fellows, associated scholars, and outside experts—has shaped
the thinking of policymakers, thought leaders, the media, and the general public.
Reform Before Revenue: How to Fix California’s Retiree Health-Care Problem by Stephen Eide
Civic Report 73, October 2012
The Nays Have It: When Public-Sector Unions Win in California by Daniel DiSalvo
Civic Report 72, October 2012
The Great California Exodus: A Closer Look by Tom Gray, Robert Scardamalia
Civic Report 71, September 2012
Iceberg Ahead by E. J. McMahon
ECNY Special Report September 2012
Transforming Tenure: Using Value-Added Modeling to Identify Ineffective Teachers by Marcus A. Winters
Civic Report 70, September 2012
Proxy Monitor 2012: A Report on Corporate Governance and Shareholder Activism by James R. Copland
Proxy Monitor Report 4, September 2012
Liberating the Energy Economy: What Washington Must Do by Mark P. Mills
Power & Growth Initiative Report 2, September 2012
The Economic Impacts of Closing and Replacing the Indian Point Energy Center by Jonathan A. Lesser
Energy Policy & the Environment Report 11, September 2012
Unleashing the North American Energy Colossus: Hydrocarbons Can Fuel Growth and Prosperity by Mark P. Mills
Power & Growth Initiative Report 1, July 2012
Corporate Political Spending: Why the New Critics Are Wrong by Robert J. Shapiro, Douglas Dowson
Legal Policy Report 15, June 2012
Comparing the Impact: Public-Sector Labor Reform in Wisconsin and Indiana by Josh Barro
Civic Report 69, May 2012
The Shadow Regulatory State: The Rise of Deferred Prosecution Agreements by James R. Copland
Legal Policy Report 14, May 2012
Stifling New Cures: The True Cost of Lengthy Clinical Drug Trials by Avik Roy
Project FDA Report 5, April 2012
The Benefits of Florida’s Test-Based Promotion System by Marcus A. Winters
Civic Report 68, April 2012
Making Work Pay in New York by Russell Sykes
ECNY Special Report April 2012
Dues and Deep Pockets: Public-Sector Unions’ Money Machine by Daniel DiSalvo
Civic Report 67, March 2012
Optimal Option: SUNY’s Personal Retirement Plan as a Model for Pension Reform by E. J. McMahon
ECNY Special Report February 16, 2012
The High Cost of Renewable-Electricity Mandates by Robert Bryce
Energy Policy & the Environment Report 10, February 2012
The End of the Segregated Century: Racial Separation in America’s Neighborhoods, 1890–2010 by Edward Glaeser, Jacob L. Vigdor
Civic Report 66, January 2012
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BOOKS 2012
Senior fellow Marcus Winters’s debut book, Teachers Matter: Rethinking
How Public Schools Identify, Reward, and Retain Great Educators (Rowman
& Littlefield), showed that good teachers make a huge difference in student
learning and that the evaluation of classroom performance—not just a
review of credentials—is the only way to know which teachers are best.

Senior fellow James Manzi’s book Uncontrolled: The Surprisng Payoff of
Trial-and-Error for Business, Politics, and Society (Basic Books) made waves
by arguing that most widely touted ideas for improving schools, government,
businesses, and other complex human institutions don’t work. Manzi identified
a short list of programs, such as welfare-to-work, charter schools, and
community policing, that have been shown to beat these odds, and argued
for substantial investment in them. New York Times columnist David Brooks
devoted an entire column to Manzi’s proposals.

City Journal contributing editor Luigi Zingales’s book A Capitalism for
the People: Recapturing the Lost Genius of American Prosperity  (Basic
Books), couldn’t have landed at a more opportune time. Rep. Paul Ryan
called his real world recommendations for restoring true competition
to our economic system “a must-read for policymakers and citizens
alike.” New York Times columnist Ross Douthat called it a “provocative
account” with real prescriptions to “restore American competitiveness.”

Monday, August 27, 2012

Recycling to Nowhere;
The green economy meets the facts.
By Irwin M. Stelzer
Diana Furchtgott-Roth, former chief economist at the Department of Labor and now a senior fellow at the
Manhattan Institute (as well as a former colleague of mine at the Hudson Institute), likes to tilt at windmills,
and in her latest book she has an opportunity to do so and at actual windmills, no less.In this year's revised
edition of her earlier work, Women's Figures, Furchtgott-Roth marshals reams of data in an effort to debunk
the myth of women as victims an undertaking hardly for the faint of heart.
Regulating to Disaster demonstrates equal courage: She attempts, successfully, to show that the concept of
green jobs is a fiction, that the 3.1 million such jobs the Obama administration Enhanced Coverage Linking
Obama administration -Search using: Biographies Plus Newsclaims to have created include a reclassification
of employees at bicycle shops, drivers of hybrid buses, and manufacturers of paper cups with a Save Energy
logo (but not of those without that imprint).
By simply relabeling existing jobs as ?green,' the administration has sought to justify massive subsidies to
wind, solar, and other green ventures, subsidies that are labeled as loans but are, in fact, venture capital
allocated by bureaucrats convinced they can pick winners. That these subsidies often end up in the hands of
contributors to President Obama's Enhanced Coverage Linking President Obama's -Search using:
Biographies Plus Newscampaigns is no coincidence, as the hearings following the bankruptcy of Solyndra
demonstrated. But this is not a purely partisan attack: Furchtgott-Roth points out that legislation to promote
Thursday, September 13, 2012
Hope and change is gas and oil.
There is blame enough to go around.Furchtgott-Roth is blessed with opponents who have no understanding of
cost/benefit analyses. They see only benefits, so desirable that to measure costs would be substituting beancounting for policymaking. For them, the inefficiency with which bureaucrats allocate capital to favored green
enterprises is not a problem worth considering, and they ignore studies showing that the Clean Air Act
inhibited net [economic] growth because it shifted investment into less dynamic industries at the expense of
successful industries, which were penalized by higher energy costs, resulting in a 3 percent reduction in GDP
when the amendments to the act were fully implemented. Furchtgott-Roth doesn't just tilt at windmills and
deflate politicians' absurd claims about the job-creating potential of subsidies to green enterprises that waste
scarce resources.
green jobs began with George W. Bush.
Stimulated by Solyndra?
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A Cure for What Ails Us

It is not enough to encourage enterprise and limit regulation—we need a fixed system of value.
By James Grant
Bailouts, bear markets and joblessness
will surely put capitalism on the
November ballot. How do you like your
enterprise, Mr. and Ms. American
Voter—free or stifled or a little
something in between?
The 2012 election promises a clear
ideological divide. Mitt Romney may be
no Ron Paul, but neither is there any
mistaking him for Barack Obama. The
former private-equity titan will likely
take his stand with a kind of almost-freeenterprise—the welfare state as we knew
it
before
ObamaCare,
so-called
quantitative easing and the enterprisethwarting dread that someone in
Washington is dreaming up even costlier
experiments than the ones that have
already failed.
“Capitalism” is the epithet that 19thcentury collectivists foisted on the
economic system of private property and
the invisible hand. It’s a name that wins
no friends for the cause of enterprise. A
socialist, supposedly, cares for society.
A capitalist ostensibly loves only his
stocks and steel mills and strikebreakers.
The PR battle was almost lost at the
naming.
Books upholding capitalism or
denouncing it are as old as the printing
press—as to the denunciation, indeed, it
is much older. Aristotle and the church
fathers condemned the acquisitive spirit.
Voltaire and Adam Smith praised it.
America’s original WASPs were of two
minds. Hard work and enterprise were
godly virtues, but the virtuous man, by
practicing them, could hardly help
getting rich. Which is when the trouble
started. “Religion begot prosperity,”
lamented Cotton Mather, “and the
daughter devoured the mother.”
As time went by, statism devoured
prosperity. Today the American
economy sleepwalks. Ultralow interest
rates starve the savers and finance the
speculators. Unanchored exchange rates
fire up talk of “currency wars.” Where
have we gone wrong, and what must we
do to turn right?
Allan H. Meltzer and Luigi Zingales,
free-market economics professors, have
some ideas. Each urges more scope for
enterprise and less for government,
though neither protests against the
monetary arrangements that give the
government nearly unchecked and
arbitrary financial power. “Two Cheers
for Capitalism” was the title of Irving

Kristol’s qualified endorsement of
American enterprise published in 1978.
Messrs. Meltzer and Zingales seem
prepared to award most of a third
cheer—providing we adopt their simple
suggestions.
Mr. Zingales prefaces his sometimes
wonky policy prescriptions with a
personal plea. “I came here in 1988 from
Italy because I was trying to escape a
system that was fundamentally unfair,”
he writes. Statism, Italian-style, was that
system. “I would gently suggest,” he
addresses his American readers, “that
you have no idea what it’s like to live in
a country where there is virtually no
meritocracy
and
competition
is
considered a sin.”
Well, maybe you do have an inkling,
Mr. Zingales reconsiders, as he
enumerates the ways in which Silvio
Berlusconi’s Italy seems to have
followed him across the Atlantic. He
attacks the notion that some banks are
too big to fail, and he excoriates the
individuals who exploit this cozy
arrangement. He names, for instance,
Jim Johnson, a former CEO of Fannie
Mae and still a director of Goldman
Sachs, and Robert Rubin, the one-time
Treasury secretary and famously
inattentive director of Citigroup who
admitted in 2007 that he had had “no
familiarity at all with CDOs,” the
mortgage securities that blew a hole in
the bank that was paying him $17
million a year. On and off Wall Street,
Mr. Zingales contends, crony capitalism
is displacing fair and free competition.
What to do about it? A chaired
professor at the University of Chicago’s
Booth School of Business, Mr. Zingales
is out to rebuild the American
meritocracy. He wants to shame
Washington lobbyists, to empower the
American health-care consumer and to
make
corporate
directors
truly
accountable to the shareholders. As for
business schools, they “should stand up
for what they think is the individual
responsibility of a good capitalist.”
In regulation, Mr. Zingales demands
simplicity. Let us have three focused
federal regulatory agencies, not the
chaos of competing bureaus that now
confuse the situation. One of these
entities would stand guard against
inflation, another would protect the
consumer and a third would keep the
banks off the rocks by heading off

financial crises before they come to pass
(this one will hire clairvoyants).
And then, he adds, let us hold the
functionaries’ feet to the fire. We can
grade the price-stability agency by
watching inflation expectations (the
Treasury’s inflation-protected securities
provide a handy guide). The consumerprotection agency will succeed or fail
according to the level of public trust in
American financial institutions (surveys
will elicit that information). And we will
know all we have to know about the
competence of the panic-prevention
board by monitoring the cost of insuring
the big lumbering banks against
insolvency (the market in credit-default
swaps will sound the alarm).
“Why Capitalism?” asks Allan H.
Meltzer, star professor at Carnegie
Mellon University, and he sensibly
answers: because it works. Kristol
regretted the absence of a capitalist
moral compass. None, really, is to be
had, Mr. Meltzer says. He quotes
Immanuel Kant: “Out of timber so
crooked as that from which man is
made, nothing entirely straight can ever
be carved.”
For the distracted, part-time observer
of our economic and financial affairs,
Mr. Meltzer’s slim volume may fill the
bill. In less than 150 pages of text, he
takes on the welfare state, bank
regulators, America’s fiscal mess and
foreign aid. Generally speaking, the
author believes that that government is
best which governs least and that the
price mechanism allocates resources
better than the White House does. But
he made a better case for the redeeming
power of markets in the first fat volume
of his two-volume chronicle of the Fed,
“A History of the Federal Reserve”
(2003). The relevant section deals with a
depression that miraculously cured
itself.
Between January 1920 and August
1921, the unemployment rate in the
United States jumped to 14% or so from
about 2% (as it was then inexactly
measured); wholesale prices plunged by
more than 40%; and industrial
production fell by 23%. The farm
economy reeled, and there were waves
of business failures—in Kansas City, the
firm of Truman & Jacobson, a men’swear retailer, went bankrupt, though the
first named partner would recover his
courage and later win the presidency.
“Ain’t we got fun?” is the mordant

Senior fellow Diana Furchtgott-Roth’s most recent book, Regulating to Disaster:
How Green Jobs Policies Are Damaging America’s Economy (Encounter),
debunked the myth that green jobs can save America’s economy and are
worth taxpayers’ investment. She argued that energy prices rise dramatically
and America’s economic employment rate and economic growth suffer when
government invests in nonviable ventures. Furchtgott-Roth’s analysis revealed the
powerful nexus of union leaders, environmentalists, and lobbyists who dreamed
up the green jobs hoax for political and financial benefit.

LOPEZ: What’s fiction about Obama’s green-jobs story?
FURCHTGOTT-ROTH: For several years the public has been told that “green energy” will create jobs in
America, lots of jobs. And that the federal government must subsidize green energy to make them exist. Many of
the 3.1 million so-called green jobs counted by the Bureau of Labor Statistics are jobs that already existed, but
have been relabeled as “green.” For instance, someone working in a Salvation Army store sorting used clothes
has a green job. A trash collector who picks up recycled materials has a green job. These are not necessarily new
jobs.
Authentically green jobs, those that conserve energy, reduce toxic residue, or diminish carbon emissions, often
are costly. Mandating the use of renewables, such as wind and solar, means that production of wind turbines and
solar panels is increasing overseas, in countries with lower labor costs such as China, and not here.
LOPEZ: Aren’t jobs what we all want? Why would you be talking down any kind of job?
FURCHTGOTT-ROTH: You’re right — in uncertain economic times, most people, in America and elsewhere,
just want a job, any job. They do not care if it is green, red, white, or blue. The problem with the focus on
counting or creating green jobs is that this activity is a waste of taxpayer dollars. It can slow our economy,
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WEBSITES
The Manhattan Institute publishes several websites that provide ready access to our scholars’ work. In addition to the
comprehensive Manhattan Institute and City Journal homepages, we host issue-specific sites that have each earned devoted
niche audiences interested in New York State policy, public-sector pension and benefits reform, health care, tort reform,
shareholder activism, and intellectual pluralism in higher education. Making the work of our scholars easily accessible to
journalists, policymakers, and lay readers is essential to our mission of turning intellect into influence.
The Manhattan Institute’s website offers the latest research and articles from our senior fellows and policy
centers, including features such as podcast interviews and event videos.
www.manhattan-institute.org

City Journal, the quarterly magazine of the Manhattan Institute, offers online articles from each issue,
daily op-eds, cultural reviews, and podcasts on its website.
www.city-journal.org
Public Sector Inc. provides a national forum to probe problems of and develop solutions to issues in
state and local governments.
www.publicsectorinc.org
Proxy Monitor is the first and only public database to aggregate information on shareholder proposals
and proxy voting in an easy-to-use format. The searchable database features shareholder proposals for
2006–12 from the 200 largest companies.
www.proxymonitor.org
The Medical Progress Today blog provides a forum for economists, scientists, and policy experts to explore
the scientific, regulatory, and market frameworks that support medical innovation.
www.medicalprogresstoday.com

Minding the Campus seeks to revive the best traditions of the American university by promoting
intellectual pluralism and offering comprehensive resources and in-depth articles on the major
challenges facing today’s universities.
www.mindingthecampus.com
Point of Law is a web magazine sponsored by the Manhattan Institute’s Center for Legal Policy that brings
together information and opinion on the U.S. litigation system.
www.pointoflaw.com

The Empire Center for New York State Policy’s website offers the latest in the Center’s research
about the most important policy issues being discussed in Albany, including links to initiatives such as
SeeThroughNY.net and NYTorch.com.
www.empirecenter.org
The Torch features commentary on the most important public policy issues affecting the Empire State. It
combines topics and content previously posted on NYFiscalWatch.com and NYPublicPayrollWatch.com.
www.nytorch.com
See Through NY gives New Yorkers a clearer view of how their state and local tax dollars are spent, and
a way to share, analyze, and compare data from counties, cities, towns, villages, school districts, and
public authorities throughout New York.
www.seethroughny.net
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VIDEO
The Manhattan Institute regularly hosts forums in New York City and Washington, D.C., for policymakers,
businesspeople, researchers, and journalists. Select events are videotaped and made available to the general
public on our website. To catch up on events you’ve missed, or to watch one of our specially produced short
films—such as Teachers Matter: Rethinking How Public Schools Identify, Reward, and Retain Great Educators—
please visit http://www.manhattan-institute.org/video/ or visit our homepage and click on the Videos tab.

Please also visit our You Tube page at
youtube.com/user/ManhattanInst. There you
will find short features and select clips from
our public events as well as City Journal
editor Brian Anderson’s interviews with
authors, pundits, and journalists.
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EXPERTS
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BRIAN C. ANDERSON is
the editor of City Journal
and the author of several
books, including South Park
Conservatives.

THEODORE DALRYMPLE is
the Dietrich Weismann Fellow at
the Manhattan Institute and
a contributing editor of
City Journal.

NICOLE GELINAS is the Searle
Freedom Trust Fellow at the
Manhattan Institute, a contributing
editor of City Journal, and author
of After the Fall.

RICK BAKER is the former
mayor of St. Petersburg, Florida,
and an MI adjunct fellow. He is
the author of The Seamless City.

DANIEL DISALVO is an MI
senior fellow with the Center for
State and Local Leadership and
an assistant professor of political
science at the City College of
New York.

EDWARD GLAESER is an MI
senior fellow, a City Journal
contributing editor, and the
Fred and Eleanor Glimp
Professor of Economics
at Harvard University.

MICHAEL KNOX BERAN
is a City Journal contributing
editor and the author of
The Pathology of the Elites.

RICHARD DREYFUSS is an MI
senior fellow with the Center for
State and Local Leadership. He is
a pension and healthcare expert.

VICTOR DAVIS HANSON
is a contributing editor of
City Journal and author of
numerous books, including The
Immigration Solution
and Mexifornia.

CLAIRE BERLINSKI is a City
Journal contributing editor,
and the author of There Is No
Alternative: Why Margaret
Thatcher Matters.

STEPHEN D. EIDE is an MI
senior fellow with the Center
for State and Local Leadership
and a regular contributor to
PublicSectorInc.org.

STEPHANIE HESSLER is an MI
adjunct fellow writing on issues
of constitutional law, national
security, counterterrorism, and
judicial nominations.

BEN BOYCHUK is associate
editor of City Journal, where
he writes on education and
California politics.

RICHARD A. EPSTEIN is a
Manhattan Institute visiting
scholar and the author of
numerous books, including
Takings: Private Property and
the Power of Eminent Domain.

PAUL HOWARD is an MI senior
fellow and director of the
Manhattan Institute’s Center for
Medical Progress.

LESTER BRICKMAN is a
Manhattan Institute visiting
scholar and a professor of law at
the Benjamin N. Cardozo School
of Law at Yeshiva University.

DR. ANDREW C. VON
ESCHENBACH is director
of the Manhattan Institute’s
Project FDA and a former FDA
commissioner.

PETER HUBER is an MI senior
fellow and the author of
numerous books, including The
Bottomless Well and Galileo’s
Revenge.

ROBERT BRYCE is an MI
senior fellow with the Center
for Energy Policy and the
Environment. His books
include Power Hungry
and Gusher of Lies.

TED FRANK is an adjunct fellow
with the Center for Legal Policy
and editor of PointofLaw.com.

HOWARD HUSOCK is vice
president for policy research at
the Manhattan Institute, director
of its Social Entrepreneurship
Initiative, and a contributing
editor of City Journal.

JAMES R. COPLAND is an MI
senior fellow and director of
the Manhattan Institute’s Center
for Legal Policy.

DIANA FURCHTGOTT-ROTH is a
senior fellow at the Manhattan
Institute and a contributing
editor of RealClearMarkets.com.

KAY S. HYMOWITZ is the William
E. Simon Fellow at the Manhattan
Institute, a contributing editor
of City Journal, and author of
Manning Up.

STEFAN KANFER is a
contributing editor of City
Journal and the author of
more than a dozen books.

JAMES MANZI is an MI
senior fellow and author
of Uncontrolled.

FRED SIEGEL is an MI
senior fellow, a City Journal
contributing editor, and author
of The Prince of the City:
Giuliani, New York and the
Genius of American Life.

GEORGE L. KELLING is an
MI senior fellow, a professor
at Rutgers University, and
a fellow in the Kennedy
School of Government at
Harvard University.

EDMUND J. MCMAHON is
the MI senior fellow for tax
and budgetary studies at the
Empire Center for New York
State Policy.

GUY SORMAN is a City
Journal contributing editor.
His books include Economics
Does Not Lie and The New
Wealth of Nations.

ANDREW KLAVAN is a City
Journal contributing editor
and bestselling novelist of
True Crime, Don’t Say a Word,
and Empire of Lies.

JUDITH MILLER is an adjunct
fellow at the Manhattan
Institute and a City Journal
contributing editor.

HARRY STEIN is a City Journal
contributing editor and author
of No Matter What...They’ll
Call This Book Racist.

JOHN LEO is an MI senior
fellow and editor of
MindingTheCampus.com.
He is also a contributing
editor of City Journal.

MARK P. MILLS is an MI
senior fellow with the Center
for Energy Policy and the
Environment. He is coauthor
of The Bottomless Well.

SOL STERN is a contributing
editor of City Journal and
a Manhattan Institute
senior fellow.

HERBERT LONDON is an MI
senior fellow with the Center
for the American University and
author of The Transformational
Decade.

CHRISTOPHER PAPAGIANIS is
managing director of the New
York office of e21. He is an
expert on economic regulation
and tax policy.

RUSSELL SYKES is a senior
fellow at the Empire Center
for New York State Policy and
an expert in TANF and other
human-services programs.

JAMES PIERESON is an
MI senior fellow and
president of the William E.
Simon Foundation.

JACOB VIGDOR is an MI
adjunct fellow, professor
of public policy and
economics at Duke University,
and author of From
Immigrants to Americans.

MYRON MAGNET is
editor-at-large of City Journal
and author of numerous books,
including The Dream and the
Nightmare: The Sixties’ Legacy to
the Underclass.

AVIK ROY is an MI senior
fellow with the Center for
Medical Progress and writes
The Apothecary blog at
Forbes.com.

MARCUS A. WINTERS is an
MI senior fellow, an assistant
professor at the University of
Colorado at Colorado Springs,
and author of Teachers Matter.

STEVEN MALANGA is City
Journal’s senior editor, an
MI senior fellow, and a
RealClearMarkets.com columnist.

PETER SALINS is an MI senior
fellow and the author of
Scarcity by Design: The Legacy
of New York City’s Housing
Policies.

LUIGI ZINGALES is a City
Journal contributing editor
and the Robert C. McCormack
Professor of Entrepreneurship
and Finance at the University
of Chicago.

HEATHER MAC DONALD
is the John M. Olin Fellow
at the Manhattan Institute, a
contributing editor of
City Journal, and author of
The Immigration Solution.
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BANNER EVENTS 2012
Alexander Hamilton

The Alexander Hamilton Award was created to celebrate New York
and honor those individuals helping to foster the revitalization of
our nation’s cities. We chose to name the award after Hamilton
because, like the Manhattan Institute, he was a fervent proponent
of commerce and civic life, and he believed that the health of the
nation hinged upon vibrant cities. He was also the quintessential
New Yorker. Hamilton went to university, joined the army, and
practiced law in New York. His last home stands in Harlem; his
grave is at the crown of Wall Street across from the bank he
started; and the newspaper he founded is still shaking things
up. New York’s style—passionate, entrepreneurial, ambitious,
inclusive—reflected his vision of America and shaped his politics.
The 2012 Alexander Hamilton Awards were presented to New
York archbishop Timothy Cardinal Dolan, Indiana governor Mitch
Daniels, and social scientist James Q. Wilson (in memoriam).

The annual Hayek Lecture is delivered by the recipient of the
Hayek Prize, which honors the book published within the past
two years that best reflects F.A. Hayek’s vision of economic
and individual liberty. The Hayek Prize, with its $50,000
award, is among the world’s most generous book prizes. It
was conceived and funded by Manhattan Institute trustee
Thomas W. Smith to recognize the influence of Hayek and to
encourage other scholars to follow his example. The winner
of the Hayek Prize is chosen from among the nominations by
a selection committee of distinguished economists, journalists,
and scholars. Past winners include: Amity Shlaes for The
Forgotten Man, Matt Ridley for The Rational Optimist, and,
most recently, John B. Taylor for First Principles: Five Keys to
Restoring America’s Prosperity.

Social
Entrepreneurship
AWARDS
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the Hayek Lecture

Each year since 2001, the Institute, in conjunction with a
committee of distinguished scholars, practitioners, and foundation
leaders, selects up to five individuals who have originated and
effectively steered a nonprofit organization providing direct
services to those in need as winners of the Richard Cornuelle
Award for Social Entrepreneurship. In keeping with the social
entrepreneurship program’s emphasis on the vitality of American
civil society, the award is aimed at those with original ideas
brought to fruition with predominantly private support, rather
than in response to government grant programs. In addition, the
Institute annually presents the William E. Simon Prize for Lifetime
Achievement in Social Entrepreneurship. This year’s winner was
C-SPAN founder Brian Lamb.

The
Wriston
Lecture

In 1987, the Manhattan Institute initiated a lecture series in
honor of Walter B. Wriston: banker, author, government adviser,
and member of the Manhattan Institute’s board of trustees. The
Wriston Lecture has since been delivered annually in New York
City with honorees drawn from the worlds of government,
the academy, religion, business, and the arts. In establishing
the lecture, the trustees of the Manhattan Institute—who
serve as the selection committee—have sought to inform
and enrich intellectual debate surrounding the great public
issues of our day, and to recognize individuals whose ideas or
accomplishments have left a mark on their world. The 2012
Wriston Lecture was delivered by playwright, director, and
author David Mamet.

The Manhattan Institute’s Young Leaders Circle program
provides a unique forum for young professionals in the New
York metropolitan area who are concerned about free-market
ideas and public policy. Speakers at YLC events examine a
wide range of public policy issues, from energy and health
care to immigration and culture. Past speakers have included
Harvey Pitt, Paul Atkins, Charles Kessler, Irshad Manji, and
Jonah Goldberg as well as some of the Manhattan Institute’s
very own senior fellows such as Luigi Zingales, Diana
Furchtgott-Roth, Nicole Gelinas, and Paul Howard. The
stimulating lectures and engaging conversation offered by the
ten exclusive YLC cocktail parties each year are unparalleled
for New York’s policy-minded young professionals.

William E. Simon Lecture

Young Leaders
Circle

The Manhattan Institute has sponsored the annual
William E. Simon lecture on Philanthropy and Social
Entrepreneurship since 2007. This lecture series seeks to
provide a framework—historical and current, scholarly and
personal—for understanding the traditions and trends in
American charity and charitable enterprises. Our lectures
have ranged widely across these fields, including the 2007
talk by a distinguished historian, the 2008 talk by a renowned
public policy essayist, and the 2009 lecture by the founder
of the nation’s most prominent management consulting firm
for nonprofits. The 2012 Simon Lecture will be delivered in
December by Matthew Bishop, U.S. business editor and New
York bureau chief of The Economist.
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THE INSTITUTE EXPANDS
This year, to spearhead our efforts to modernize the federal Food and Drug
Administration, the Manhattan Institute enlisted DR. ANDREW C. VON ESCHENBACH
to serve as chairman of Project FDA. As commissioner of the FDA from September 2005
to January 2009, Dr. von Eschenbach championed an agenda to reform the agency to
meet the challenges of keeping Americans healthy and safe in the twenty-first century. He
is an extraordinary addition to our MI team, and we are excited about the role that he
will play in moving the FDA toward a more predictable, transparent, and efficient path
for bringing safe and effective new products to patients.
This summer, the Institute welcomed MARK P. MILLS as a new senior fellow in our
Center for Energy Policy and the Environment. Mills—a physicist by training—is an
acknowledged expert on the economics and engineering of the energy sector and
will carry the torch for our new Power & Growth Initiative, which aims to make North
America the world’s leading exporter of energy within the next two decades. He writes
the “Energy Intelligence” column for Forbes.com and is coauthor with MI senior fellow
Peter Huber of the 2005 book The Bottomless Well: The Twilight of Fuel, the Virtue of
Waste, and Why We Will Never Run Out of Energy (Basic Books). He is a well-known
writer and commentator whose work has been published in The Wall Street Journal and
The New York Times Magazine. Mills has testified before the U.S. Congress and briefed
many state public service commissions and state legislators. In the 1980s, Mills served
in the White House Science Office under President Reagan.

Our Center for State and Local Leadership (CSLL) expanded its range this year with the
addition of senior fellow Stephen D. Eide, an expert on public administration, public
finance, and urban policy. Eide comes to us from the Worcester Regional Research
Bureau in Worcester, Massachusetts, where he served as a senior research associate.
He is a regular contributor to PublicSectorInc.org, and his op-eds have appeared in the
New York Post, Boston Herald, Orange County Register, Worcester Business Journal,
and Commonwealth Magazine.

CSLL also brought pension and healthcare expert Richard C. Dreyfuss on board in
2012 as a senior fellow. As an actuary and business consultant, Dreyfuss worked for
the Hershey Company (formerly Hershey Foods Corporation) for 21 years and held
numerous positions there, including director of compensation and benefits, prior to
his retirement in 2002. He was also involved in the establishment of the Pennsylvania
Health Care Cost Containment Council in 1986 and was its chair in 2001–02. He
has written for The Philadelphia Inquirer and The Pittsburgh Post-Gazette and has been
quoted in The Wall Street Journal and The New York Times.
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SUPPORTING THE MANHATTAN INSTITUTE
WHY INVEST IN MI?
For over 30 years, the Manhattan Institute has shaped American public policy by developing ideas that foster economic
choice and individual responsibility. By supporting the Manhattan Institute, you affirm your commitment to pragmatic ideas
and sound policy prescriptions. We take your investment in our work seriously, and with your support we will continue to turn
intellect into influence.

TRADITIONAL WAYS TO SUPPORT MI
There are many ways to support the Manhattan Institute. You can contact us by e-mail at support@manhattan-institute.org,
or by phone at 212-599-7000. Contributions may also be made via regular mail, by stock or wire transfer, and online at
our website. In some cases, your employer may be willing to match your gift. Please inquire at your place of business if this is
possible. The MI sponsorship office will work with you to get the proper authorization.

OTHER WAYS TO GIVE
In addition to the traditional ways to give, the Institute has several new programs worthy of your generous support. For more
information on any of these programs, please contact the MI sponsorship office at 212-599-7000.

• Young Leader’s Circle
The Young Leader’s Circle (YLC) welcomes members (membership fee is $250/year) who are in their twenties and thirties
to 10 evening cocktail parties per year. These events feature guest speakers on a variety of public policy topics. Donors
under forty who give at the $1,000 level are invited to join the Young Leader’s Advisory Committee which, in addition to the
monthly YLC events, holds two private events with Manhattan Institute trustees and fellows. We are proud to report that our
program is growing by leaps and bounds. If you know anyone under the age of forty who might be interested in membership,
please be sure to let us know.

• VERITAS Fund for Higher Education Reform
The Manhattan Institute’s VERITAS Fund for Higher Education Reform at DonorsTrust is a donor-advised fund that seeks out
professors at top-tier universities who are committed to bringing intellectual pluralism to their institutions. Working with these
professors, we fund centers of academic excellence within universities that help introduce a new generation of students to
broader perspectives than are available on most campuses. The VERITAS Fund is actively seeking out philanthropic partners.
If you are interested in supporting or learning more about the VERITAS Fund, please contact the sponsorship office and
request an information packet.

• Planned Giving
Please consider making a planned gift to the Manhattan Institute. Such gifts can include bequests by will or living trust,
charitable trusts, a designation in a retirement plan, charitable gift annuities, or a designation in a life insurance policy. For
more information, please visit our website at www.manhattan-institute.org and download the printer-friendly information
sheet on our sponsorship page or contact the MI sponsorship office at 212-599-7000.
Sponsorship Office
The Manhattan Institute for Policy Research
52 Vanderbilt Ave.
New York, NY 10017
(212) 599-7000
The Manhattan Institute is a 501(c)(3) nonprofit organization. Contributions are tax-deductible to the fullest extent of the law.

ABOUT THE MANHATTAN INSTITUTE
The mission of the Manhattan Institute is to develop and disseminate new ideas that
foster greater economic choice and individual responsibility.
For over 30 years, the Manhattan Institute has been an important force shaping American political culture. Our
research has won new respect for market-oriented policies and helped make reform a reality. Some of the country’s
most innovative mayors, governors, and policymakers have acknowledged a debt to the Manhattan Institute.
Since 1990, the Manhattan Institute has published City Journal, a cutting-edge magazine devoted to culture, urban
affairs, and civic life that commands the attention of all who think seriously about urban policy. Edited by Brian
Anderson, City Journal boasts a stable of outstanding regular contributors, among them Nicole Gelinas, Theodore
Dalrymple, Kay S. Hymowitz, Heather Mac Donald, Myron Magnet, Steven Malanga, Judith Miller, Guy Sorman,
and Sol Stern. Television commentator Lawrence Kudlow calls City Journal “a powerful counterpunch to those who
believe that our lives must be governed by tangled nanny state webs of complex regulations and high taxes, which
stifle entrepreneurship and depress opportunity.”
The Manhattan Institute’s book program has a long and successful record of shining a light on public policy
problems—and sparking reform: Charles Murray’s Losing Ground (Basic Books, 1984) reframed the dialogue about
welfare and led to historic reform-legislation. Peter Huber’s Liability (Basic Books, 1988) and Galileo’s Revenge
(Basic Books, 1991), and Walter Olson’s The Litigation Explosion (Dutton, 1991), sparked national debates on civil
justice, junk science, and tort reform. Myron Magnet’s The Dream and the Nightmare (William Morrow, 1993) was a
paradigm-shifting exposé of the 1960s counterculture and its devastating impact on the underclass. In Fixing Broken
Windows (Free Press, 1996), George Kelling and Catherine Coles articulated the policing strategies that reduced
crime at record rates. In the year past, that tradition continued, with the publication of major books on education
(Teachers Matter by Marcus Winters [Rowman & Littlefield]); program effectiveness (Jim Manzi’s Uncontrolled [Basic
Books/City Journal]); the risks of crony capitalism (A Capitalism for the People by Luis Zingales [Basic Books]); and
misguided government energy investments (Diana Furchtgott-Roth’s Regulating to Disaster [Encounter]).
Our websites such as PublicSectorInc.org, MedicalProgressToday.com, PointofLaw.com, ProxyMonitor.org,
NYTorch.com, and MindingTheCampus.com communicate practical ideas—everything from health-care
innovation to pension reform—to our diverse online audience. Videos of our events and weekly podcast
interviews allow people across the country to see and hear our scholars and their ideas. We also sponsor a
section on the popular website RealClearMarkets.com called Facts and Fallacies that provides insightful, marketoriented analysis and pragmatic economic proposals.
Combining intellectual seriousness and practical wisdom with intelligent marketing and focused advocacy, the
Manhattan Institute has achieved a reputation not only for effectiveness, but also for efficiency. Through a
continuing emphasis on quality, we hope to sustain and augment our record of success well into the new decade.
Lawrence Mone, President
Vanessa Mendoza, Executive Vice President
Brian Anderson, Editor, City Journal
Lindsay Craig, Vice President, Communications & Marketing
Howard Husock, Vice President, Policy Research
Michael Barreiro, Vice President, Operations
The Manhattan Institute is a 501(c)(3) non-profit organization. Contributions are tax-deductible to the fullest extent of the law.
As a Sponsor, you will receive selected publications and invitations to Manhattan Institute’s special events.
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