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Introduction
By Elizabeth Nolan Brown
As I write this, in the spring of 2016, the dominant
discussion around millennial politics centers on who they’ll
vote for in the upcoming presidential election. Activism on
college campuses surrounding social justice, sexual
violence, and freedom of speech, has also earned attention
from the media of late. But when they're not the subject of
electoral speculation or clickbait stories, millennials mostly
make for marketing fodder or punchlines in the press.
There's scant attention paid to how this generation –
broadly defined as those born between 1980 and 2000 (i.e.,
the 16 to 36-year-olds of 2016), though there's some
wiggle-room depending on whom you ask – are driving,
and will continue to drive, cultural changes throughout
society. These changes demand new policy solutions, in
areas as diverse as urban planning, transportation, health
care, immigration, education, and more.
In Policy Challenges for the Millennial Generation,
millennial scholars, policy analysts, writers, and advocates
delve into some of these unique opportunities, and puzzles
posed to and by their peers. They explore how libertyminded lawmakers, activists, and others with a stake in
influencing millennials might harness the expectations and
power of this generation – now larger than the baby
boomers, and the most educated and ethnically diverse in
America to date. There are ample areas where the
intersection of smart policy and satisfying millennials
6

meets in places palatable to libertarians, as well as ways
that libertarians can tackle longstanding core issues in more
millennial-friendly terms.
For instance, when it comes to immigration reform,
a great place to start – and get students excited – would be
reforming America's restrictive, impractical, and growthinhibiting student visa system, as well as the H-1B visa
program. Because of a burdensome application process and
a supply far smaller than demand, many foreign students
who would like to put their education to use in the
American economy are forced to retreat to their home
countries soon after graduation. Reforming student visa
policy could make America more competitive and bring us
"into the 21st century," writes Matthew La Corte, a
Research Associate with the Niskanen's Center's
immigration policy department, in chapter three.
In chapter six, Jared Meyer – a Fellow at the
Manhattan Institute for Policy Research – tackles
transportation policy in the Uber era, and how millennials
– as both big consumers and workers of ridesharing
companies – are driving the deregulations of once firmly
entrenched monopolies, such as the city taxi cartels.
Companies like Lyft and Uber have already made car
service better and cheaper for city dwellers, which is a big
part of their appeal. But as Meyer notes, they're also
opening up new forms of flexible, self-directed
employment.
This is especially important for millennials, who
crave autonomy and flexibility in their work schedules. By
2020, millennials will make up nearly half of the U.S.
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workforce, and a 2014 report from the Freelancer's Union
showed that about 38 percent of them are engaged in some
sort of freelance work. As I noted in a 2014 feature for
Reason magazine (“Rise of the Hipster Capitalist”), today's
creative and countercultural young people are also highly
entrepreneurial and less anti-capitalistic than previous
youth cohorts. A 2011 Kauffman Foundation poll found 54
percent of millennials say they want to be entrepreneurs
and 65 percent think making it easier to start a business
should be a Congressional priority. In a 2014 Reason-Rupe
poll, 55 percent of millennial respondents said they want to
be entrepreneurs someday, and 64 percent said they prefer a
free-market economy over a government-managed system.
Of course, part of the reason for millennials'
entrepreneurial streak might be in the lack of traditional job
opportunities available to them. But instead of lamenting
the decline of 20th century employment models, they are
finding new ways to get by and make do. Policymakers
should respond in kind by clearing hurdles that prevent
part-time, freelance, and “on-demand” employment options
from thriving and make it harder for young people to start
their own companies. In chapter nine, the Cato Institute's
Ari Blask explains how liberalizing securities regulation
fits into this agenda by making it easier for startups to get
off the ground and allowing for more flexibility in
crowdfunding.
In “The Renter Generation” (chapter eight), Nick
Zaiac explores how millennials mark “a turning point in
American housing policy,” with far fewer homeowners
among them than in generations past. In part, this has to do
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with young people's concentration in urban areas, where
zoning laws have artificially inflated housing costs and
depressed available housing stock. “Land use rules serve as
a tax on the striving, entrepreneurial millennial who
understands that place matters for success in the modern
economy,” writes Zaiac, a transportation and municipal
Policy Analyst at the Maryland Public Policy Institute. “It
is a tax on leaving one's low-cost, low-opportunity
hometown and moving to a higher-cost, higher-opportunity
place where the labor market is more robust and there are
more opportunities in the event one loses a job.”
“We all benefit when smart people are using their
skills to their fullest potential,” adds Zaiac. “Society must
allow the world to be adapted and rebuilt for the realities of
the 21st century, not the dreams of the 20th.”
Healthcare is another arena that sorely needs new
solutions. “The millennial generation is one that values
choice, freedom, flexibility, and personal control,” writes
Tom Capone, a Research Assistant for health policy studies
at the Cato Institute, in chapter 12. “There are a number of
innovations that, fully realized, would expand personal
choice and freedom while providing cost savings to
consumers, and would make healthcare more millennial
friendly.” These include clearing the regulatory way for
telemedicine, and removing restrictions on health savings
accounts.
Education savings accounts are also an important
topic, writes Rachel Reese, a Cato Institute education
researcher. Reese advocates bringing choice-friendly
measures – savings accounts, school vouchers, and charter
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schools – to U.S. education at all levels. Such measures
will interest both younger millennials still concerned with
their own educations and older millennials starting to worry
about their children's educational opportunities.
Finally, in chapter 13, writer and commentator John
Slater discusses the battle for freedom of speech on
university campuses. “Universities are not only responsible
for educating young people and preparing them for the
wider world,” writes John, “they are also the incubators of
the intellectual ideas that will affect society for decades to
come.” Removing institutional barriers to free expression,
and combating the growing culture of conformity that now
exists at many universities, is crucial for the future
prosperity of millennials and future generations to come.
Libertarians and others interested in limited
government may worry about what sometimes seems like
an increasingly illiberal yet state-loving set of young folks.
But while the data on millennials isn't all good, there's also
plenty to appreciate. Polls have routinely showed high
levels of political independence in this generation.
Millennials are also less likely to be religious and show
lower levels of trust in other traditional institutions. And
while many say that “making a difference” in the world is
in important to them in choosing a career, they're more
willing than generations past to believe that for-profit
companies can achieve altruistic goals (aka “social
entrepreneurship”). Taken together, it suggests a generation
that's skeptical yet optimistic, less beholden to old political
divides, and interested in solving social problems through
technology, hustle, and paradigm shifts. The key to crafting
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policy solutions fit for millennials and selling them to this
generation isn't in partisan sloganeering or appeals to order
and authority. Nor does it necessitate some sort of
precognition or crystal ball. It's a matter of opening the
marketplace for millennials to innovate, using their own
particular knowledge of their own lifestyles and needs, and
seeing what thrives.
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Twilight on the Electronic Frontier:
Why Millennials Will Drive the New
Digital Age
By Ryan Hagemann
In 1996, John Perry Barlow, one of the founders of the
Electronic Frontier Foundation, wrote a romanticized
portent of the coming digital age. This seminal classic,
Declaration of the Independence of Cyberspace, Barlow
addresses the “governments of the industrial world” – those
“weary giants of flesh and steel” – and concludes:
We must declare our virtual selves immune to your
sovereignty, even as we continue to consent to your rule
over our bodies. We will spread ourselves across the
Planet so that no one can arrest our thoughts.
We will create a civilization of the Mind in Cyberspace.
May it be more humane and fair than the world your
governments have made before.1

This sentiment – that emerging global communications
platforms like the Internet would serve as a portal to a new
world of uncensorable speech, unrestrained creativity, and
unprecedented human flourishing – was common in the
early days of the Internet. Groups like the Cypherpunks
advanced the idea that the “world of bits” was
fundamentally divorced from the “world of atoms.” They
viewed them as two disparate and arguably irreconcilable
13

forms of existence.2 Though our fleshy corporeal forms
might still be subject to the whims and regulations of the
old states “of the industrial world,” the Internet would help
incubate our digital selves and give rise to new forms of
power relationships. Decentralized communications
networks, they argued, would power a new digital
revolution, and individuals would no longer be cemented to
the powerful hierarchical institutions of the past. Human
creativity would finally express itself freely and fully for
the first time in history.
That same year, in the foreword to High Noon on the
Electronic Frontier, Mike Godwin, now the director of
innovation and general counsel at the R Street Institute,
wrote the following:
Nowhere has the challenge of thinking rigorously and
clearly been greater than it has in cyberspace – what John
Perry Barlow first called “the Electronic Frontier.” … The
Electronic Frontier has spawned the greatest experiment in
freedom of expression that the world has ever seen. No
longer do you have to have ownership or access to millions
of dollars of equipment to reach a mass audience –
nowadays you can speak to tens or hundreds of thousands
of other people for the cost of a terminal and a modem.3

Twenty years later, those “tens or hundreds of thousands”
of Internet denizens has become billions. Cyberspace has
evolved from a frontier landscape to a settled community,
complete with informal systems of self-regulating social
norms, online commerce, and ad hoc, decentralized
mechanisms of Internet governance. We now live in an age
14

of perpetual, and global, interconnectivity. Where
information scarcity once plagued our society, we now find
ourselves drowning in a sea of information abundance.
Though the frontiers have invariably been pushed
back and subsumed by the traditions and institutions of the
old world, the Electronic Frontier of cyberspace has, in
fact, begun changing the old world itself. The world of
atoms has become subjugated to the world of bits, and the
Internet (and the modern digital economy it engendered),
has become the primary driver of economic growth,
innovation, and human progress.
An open frontier provides seemingly limitless
opportunities. This was the case with the discovery of the
New World, and when the pioneers moved westward across
the American continent, and it’s the case with cyberspace.
But as old values and customs slowly encroach upon new
virgin landscapes, the intemperate, and sometimes raucous,
individualism and the tried-and-true norms and institutions
of the past inevitably come into conflict.
For some time, it seemed that John Perry Barlow’s
vision of an unconstrained, free range, libertarian digital
landscape would prevail. But cyberspace has matured
beyond the niche, puerile oddity it was in these formative
years. The Electronic Frontier is no longer the unknown
territory it once was. Now, far from being a wild frontier,
the Internet is more precariously situated on the verge. “A
verge,” according to Virginia Postrel, “is not a sharp border
but a frontier region: where the forest meets the prairie or
the mountains meet the flatlands, where ecosystems or
ideas mingle.”4 It is here, within the verge, where
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innovation is born and progress is driven by a thriving
interplay and free exchange of ideas, as well as goods and
services.
But while this new verge presents numerous
benefits over the frontier landscape it has supplanted – such
as stability, certainty, and security – such a transformation
may very well lend itself to contentment and stagnation.
Alexis de Tocqueville expressed these concerns in
Democracy in America, fearing “that men may reach a
point where they look on every new theory as a danger,
every innovation as a toilsome trouble, every social
advance as a first step toward revolution, and that they may
absolutely refuse to move at all.”5
Millennials have contributed significantly to the
closing of the digital frontier. As the adoption rate soared
and the ecosystem evolved, the Internet’s wild esotericism
has largely been tamed. What will become of this new
online environment? Will it continue to prosper and
proliferate?
Or will the engine of progress stall on a
yearning for some golden age of the past? The answers
largely depend on how millennials approach a number of
current, emerging, and future policy conflicts. Right now,
the debate over the future of the Internet is embroiled in
numerous policy battles involving a wide array of
stakeholders including the government, the technology
industry, and civil society groups.

Privacy and Surveillance
This issue is a prime example of the lackluster engagement
from conservative and libertarian organizations, with most
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of the conversation dominated by left-of-center groups.
When dealing with issues of government surveillance this
is of minimal concern, given the broad mutual agreement
found between civil libertarians on both the left and right.
However, when discussing more nuanced views of
“surveillance” – particularly the issue of data collection by
private actors – policy fissures begin to emerge.
Unfortunately, this is where the libertarian right starts to
lose its impact on the policy debate. Although there are
certainly some groups that have been more active in the
technology and innovation discussions within the Beltway,
more engagement is needed if libertarians and
conservatives are to have a voice, and an influence, in these
debates.6

Encryption and Cybersecurity
Encryption has once again become the tech issue du jour
for many Beltway insiders. Despite the success of the proencryption coalition in the 1990s, the issue has nonetheless
reared its head once more in ongoing conversations about
the future of privacy and security in the digital age. The
talking points are the same.
The implications for government mandated
“backdoor” access – whereby the government, fearful of
certain online communications “going dark,” mandate the
insertion of security vulnerabilities in encrypted
communications – are also the same. What has changed is
the size and scope of the digital world. In the twenty years
since the end of the Crypto Wars, the Internet and
communications applications have exploded in popularity
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and use. And, by extension, their impact on economic
growth has been nothing short of revolutionary.7

Net Neutrality
The issue of “net neutrality” is one where there is far less
agreement across organizations focused on technology and
innovation. The arguments are not just nuanced, but at
times downright complex. This has led to dividing lines of
stark and sometimes vociferous disagreement between
those on the right and civil libertarians of a more
progressive stripe. Part of the reason this debate has
become so muddled is the many different issues associated
with mandating a regulatory regime for the Internet – from
telecommunications policy debates over FCC classification
of the Internet, to consumer protection issues that fall under
the jurisdiction of the FTC.8 In short, the debate over net
neutrality – or Internet Independence – has been over a
decade in the making, and no easy, bipartisan solution has
yet to present itself.
While these are far from the only pressing issues in
the technology and innovation policy realm, they have
stepped into the limelight as areas of extreme public
disputation. How their outcomes are decided will have an
enormous impact on the future evolution of the Internet
and, by extension, the ability for people to connect to, and
benefit from, the World Wide Web.
The Electronic Frontier has, by and large, been
shuttered. In its wake, the world has become more
ubiquitously interconnected, driving old traditions and
institutions into competition with the emergent society of
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cyberspace. What remains is a world where atoms and bits
are becoming anfractuous reflections of one another; each
driving the evolution of the other.
So why should millennials care? Prevailing social
norms and values have a disproportionate impact on the
level of economic growth and technological progress a
given society will experience. The freedom to engage in
experimentation – that is, the freedom to not only succeed,
but also fail and learn from those failures – teaches us what
works and what doesn’t. Equally as important is a general
temperament of tolerance and optimism, permitting radical
and sometimes disruptive experimentation without the need
to assuage the powers that be by asking permission before
embarking on new voyages of discovery. All of this is to
say that what is most important for social, economic, and
general human progress is a willingness to embrace an
omnipresent dynamism, tempered only by the limits of
human creativity. As I pointed out in an old article:
The desire to push the limits of what is possible is a
hallmark of the human condition, but if no one can meet
the burden of unmasking the shrouded veil of the future,
new frontiers will never be discovered, new technologies
never brought to fruition, and visions of a better world
left unformed.9

We cannot hope to plan for all eventualities, and failing to
embrace the reality that progress is fueled by change leaves
us wedded to old and often staid ways of doing things; a
static dystopia where neither tradition nor values adapt to
new ways of thinking. Such a society is unlikely to
19

welcome the advent of change, opting instead to continue
accepting the “authority of the eternal yesterday”10 as its
guiding lodestar.
Those born in the two decades since Godwin and
Barlow first noted the opening of the Electronic Frontier
will never know a world where the Internet was not a fact
of life. My generation, thankfully, will be the last to have
experienced a world of information scarcity, where the
wealth of human knowledge was not available at the mere
click of a mouse. The children of the post-Cold War era are
the luckiest generation in human history. They have been
born into an age of information abundance and have at their
disposal the means and power to fundamentally alter the
way the world works; not by appealing to the power
structures of old, or entreating permission to enter, and
disrupt, incumbent industries. Rather, these changes will
come about by millennials simply engaging in the global
digital forum, exchanging ideas, and disaggregating the
power of states and established industry. Or in the words of
Quinn Norton, discovering and “experimenting with new
ways of being in the world.”11
Twilight is upon the Electronic Frontier. The border
between the past and the future is now blurred in
cyberspace; the old pioneers and caretakers who still
remain must give way to a new generation. The vision this
generation embraces will decide the Internet’s future – a
vision that will be built upon the foundations established by
the early cyber-adventurers. Their battle for a free and open
cyberspace, though momentarily won, will not be a laurel
wreath that millennials can rest upon their brows. The price
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we pay for liberty online is the same as in the physical
world, eternal vigilance.
Though the frontier is no more, the verge between
what was and what might be is no less imperiled by those
“weary giants of flesh and steel” which still command the
institutions of politics and industry. Millennials must now
bear the burden of defending this new digital landscape.
Whether they embrace the dynamism and temperament of
their founding digital fathers remains to be seen.
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Libertarianism and Criminal Law:
Crimes, Police Militarization, and
Personal Freedom
By Randal John Meyer
In 2009, a SWAT team raided a fraternity house at
Washington State University. Their aim was to confiscate a
small amount of marijuana and paraphernalia.1 In 2014, a
SWAT team was used at the University of Wisconsin–
Stevens Point to raid another fraternity house. They were
after $2,000 – the value of a pound or two of marijuana.2
The ‘proper scope of criminal law’ refers to when
the state may legitimately restrain the freedom of an
individual. Outside of this, each person has a right to be
unmolested in exercising his or her personal liberty.
‘Permissible use of force’ refers to how the state can
restrain liberty or enforce the criminal law, at the expense
of the right to be unmolested in one’s conduct.
This essay sets out to determine the scope of
criminal law, and the permissible use of force by police,
compatible with libertarianism.
Libertarians believe that the single most important
political principle is personal liberty: the freedom to do X
so long as X does not violate another’s personal freedom.
The right to be unharmed in exercising that personal
freedom is one of the most essential aspects of being
human, and the unreasonable use of force, or criminal rules,
violate that right.3 A libertarian criminal law, therefore,
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would not permit SWAT teams to raid fraternity houses,4
enforce drinking ages at bars,5 or break up peaceful protests
– all of which is permitted in our current criminal justice
system.

The Scope of the Criminal Law
The United States has a problem with crime. One in 20
children born today can expect to go to prison.6 This is
because of the dramatic expansion in the scope of criminal
law, and the extraordinary rise in the use of punishment,
which have occurred in the United States over the past
several years.7
More and more harmless activities have come under
the reach of the criminal law, and the brunt of enforcement
has fallen, disproportionately, on minorities.
The prime example of this “over-criminalization” is
the so-called “War on Drugs,” which the United States
government has been fighting for decades. In doing so, we
have enacted a wide array of anti-drug laws that impose
criminal liabilities and punishments in the most benign of
circumstances.
Consider the State of New York. In the 1970s, Gov.
Nelson D. Rockefeller (R) passed the infamous Rockefeller
drug laws, which have led to approximately 200,000 being
imprisoned over the past 40 years.8 A vestige of these laws
is Article 220.03, which makes “knowingly and
unlawfully” possessing a controlled substance a Class A
misdemeanor, punishable by up to one year in prison.9
Imagine that, during their finals week at college,
three students who appear exhausted and stressed are
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driving in New York and are pulled over. Assume that one
of them has four Adderall pills he or she plans to use to
help study for a final exam two days ahead – something
that ordinarily harms no one besides the user. The driver of
the car smokes cigarettes, so the car smells of tobacco and
has an air freshener. The police officer was trained that
drug dealers often use cigarettes and air fresheners to cover
up the smell of drugs, and that the driver and occupants of
trafficking vehicles often appear nervous and skittish. In
many states this is enough for probable cause to inspect the
car.10 He pats the students down and discovers the four
Adderall pills. The student says, “I’m just holding it for a
friend.” Too bad; it’s still possession. While a plea bargain
and a fine will probably get the unfortunate student out of
jail, the fact that the laws of the State of New York allow
up to one year in prison to hang over the head of defendants
does violence to the concept of justice.
It’s even worse in New Jersey, where “[a]ny person
who manufactures, distributes, or dispenses … any …
controlled dangerous substance classified in Schedules I or
II … is strictly liable for a death which … results from …
ingestion of that substance.”11 Imagine that a Rutgers
student gives a friend an Adderall pill for a final exam, and
the friend has an unknown heart condition or allergy and
dies. Regardless of intent, and whether the student is the
true cause of the harm, they strictly liable for “causing” the
death of another.
Another cause of over-criminalization is the reach
of public sex offense laws. There is value in outlawing
indecent exposure, but indecent exposure can, at the
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discretion of a police officer, encompass mere public
urination – which in some states carries with it the potential
of being registered as a sex offender. In states like
Massachusetts, discretely urinating behind an alley
dumpster at night is no different from exposing oneself in
the street in broad daylight, despite the obvious difference
in the character of the two crimes.12
Punishment should fit the crime, but because of
over-criminalization, people are being subjected to harsh
punishments for relatively harmless acts. Yes, public
indecency is a societal harm, but public urination is not
equal to a sex crime. It’s not even close to it.
Harsh punishments like these allow prosecutors to
extort plea bargains from defendants, who are often
unwilling to risk the excessive prison terms that would
result from a conviction. The scope of criminal law would
not allow such harsh punishments for such relatively
harmless activity in a libertarian world.

The Permissible Use of Police Force
Libertarians believe that the amount of force exercised by
police in administering the criminal law must be reasonable
and justified. With the declaration of the War on Drugs,
there has been a distinct rise in the number of invasive,
destructive, and military-style raids used for serving drug
warrants.
In 1970, there was a single SWAT team in the
United States. That number reached 500 by 1975, and by
1982, almost 60 percent of cities with a population over
50,000 had their own SWAT team assigned.13 In 2005, the
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number of raids performed by U.S. SWAT teams reached
50,000–60,000.14 The vast majority of those raids were to
serve drug warrants – perhaps on a building as heavily
armed as a fraternity chapter.
Recently, SWAT teams have also been used to
enforce barbershop regulations, and to raid charity poker
games.15 This has led to a widespread use of military tactics
to violate the sanctity of private homes – increasing the
dangers of policing, and risking harm to innocent life.
Policing becomes increasingly dangerous when
carried out with no-knock military tactics – a centerpiece of
the drug war – rather than the traditional knock-andannounce method.16
According to a Cato Institute policy paper by
Radley Balko, “No-knock and short-notice raids invite
violence and confrontation, they don’t mitigate them. And
the tactics used in their deployment are by their very nature
designed to catch victims at their most vulnerable,
disoriented, and in a state of mind least capable of sound
judgment.”17 These confrontations have led to the “needless
death” of police officers and civilians on numerous
occasions.18
Former Washington, DC Metro Police Chief Jerry
Wilson, respected for creating positive community relations
and decreasing crime in DC, did not allow his department
to use DC’s no-knock law, because “a drug conviction just
isn’t worth the risk of a no-knock raid.”19
In December 2013, a deputy in Texas was killed
serving a no-knock warrant. According to the defendant’s
attorney, “They could have walked up to his house in the

29

daylight and he would have let him in or they could have
stopped him as he left his house to go to the store.”20
The claim I’m making here is fairly intuitive; if
police knock on a door and announce themselves, it is far
less likely that the occupant will mistake them for a home
invader – possibly responding with deadly force – than if
the police toss a flashbang grenade into the room and break
down the door in the middle of the night (a common
occurrence during no-knock raids).21
The confrontational setting of no-knock policing
also increases risk to innocent homeowners. What happens
when someone tries to stand off against a SWAT team,
thinking that they are home invaders? Likely, he or she will
be killed.
Mistakes are also more likely when no-knock
tactics are used. Take, for example, the story of seven-yearold Aiyana Jones. Detroit police were aware that there were
children in the house; however, Aiyana was still shot and
killed when a “gun accidentally discharged” in the tense
moments of a midnight raid.22 Or, consider the story of
Bounkham Phonesavanh, a two-year-old who had a hole
blown in his chest when, during a SWAT raid for a small
amount of drugs, an officer unintentionally tossed a
flashbang grenade into his crib.23
Humans are not the only victims of this policy.
More and more often, police raids are accompanied by the
killing of family pets, with police not differentiating
between threatening and nonthreatening animals. This is
colloquially and sensationally referred to as “puppycide.”
There are an estimated 1,300 dog death incidents every
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year that occur as a result of aggressive policing.24
Moreover, on some occasions, SWAT teams have raided
the wrong home.25
The use of military-grade equipment on peaceful
demonstrators is another increasingly common result of
over-criminalization. Officers in SWAT gear with M-16s
are a common sight at protest rallies. Sound cannons, or
long-range acoustic devices, and tear gas are now standard
for protests that could conceivably cause social unrest.
Recently, during the Eric Garner rallies, the NYPD
unleashed its sound cannon on protesters at Columbus
Circle.26 These devices can cause permanent deafness,
hearing damage, nausea, and disorientation.
For libertarians, reasonable use of force does not
include midnight raid tactics that result in significant risks
to officers and home occupants. It does not include SWAT
raids on defenseless fraternity houses, barber shops, or
gambling events; nor does it include the use of militarygrade tactics on relatively peaceful protestors.

Conclusion
The current criminal justice system does not represent
traditional libertarian values. SWAT teams carry out
heavily-armed raids with alarming regularity for offenses
that should not be candidates for high-risk SWAT action –
offenses that in many cases, should not be crimes at all.
Libertarians seek a minimal criminal law focused on the
prevention of harm to others, and a civilian police force
that is reasonable in its use of force whilst being held
accountable when it violates the authority it has been given.
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The Case for Reforming U.S. Student
Visa Policy
By Matthew La Corte
On January 1, 1892, 17-year-old Irish immigrant Annie
Moore arrived on Ellis Island with her two younger
brothers.1 Annie was the first of 12 million people to be
processed at the Ellis Island immigration station, 98 percent
of whom were eventually awarded citizenship.2 Young
immigrants like Moore and her brothers played a vital role
in creating the melting pot Americans enjoy today – with
an incredible diversity of people, cultures, religions, ideas,
and more. Immigration scholar Alvaro Llosa calls this
product of open immigration “the kaleidoscope of
nationalities.”3
The United States is commonly referred to as a
“nation of immigrants,” but unfortunately, it has now
closed off this opportunity to millions, who only want to
undertake the same journey many of our ancestors
undertook generations ago.
From its founding through until the early 20th
century, U.S. immigration policy allowed near-universal
entry to immigrants, provided that they weren’t criminals,
diseased, or prevented by other minor restrictions. But as
anti-immigrant fervor rose, and the popularity of economic
and cultural myths surrounding immigrants grew, Congress
began passing severely restrictive immigration laws,
beginning in 1921.4
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Today, nearly everyone agrees that the American
immigration system is broken, although the solutions
offered are mixed. High-skilled immigration is curtailed
unnecessarily, preventing economic growth; visa and green
card backlogs number in the millions; and low-skilled
immigration opportunities barely exist at all. All of which
greatly incentivizes illegal immigration.5
For many millennials, the worst part of the modern
immigration system is the student visa process. Foreign
students spend years in the United States living and
studying, yet are urgently pushed out following graduation.
It’s an inhumane, impractical policy, and its economic
consequences hinder the U.S. economy.
Reforms must be made to unshackle Main Street,
Wall Street, Silicon Valley, and the rest of the U.S.
economy, so that all can utilize the skills of talented foreign
students who want to proudly call the United States home.
At the end of each semester, in the midst of tearyeyed parents, elated college students assemble in big arenas
to celebrate graduation. Young Americans between 20 and
24 face a terrifying 12 percent unemployment rate
following graduation and, on average, have incurred nearly
$30,000 in debt.6 But in addition to these problems, foreign
students face an even greater threat: deportation. They must
leave the United States within 60 days of their graduation,
before their student visa expires.
The ability of a country to attract and retain top
students is vital to the nation’s ability to compete on the
world stage. In economics, human capital is defined as the
knowledge, information, ideas, and skills of individuals.
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The current student visa policy purposely restricts the
human capital available in the U.S. economy by pushing
students back to their home nations, or to countries with
friendlier immigration laws. As a result, the United States
is
unnecessarily
harming
its
own
economic
competitiveness, and constricting its economic growth, by
depleting the country’s overall pool of educated labor.
Instead of an immigration policy that encourages highskilled laborers to stay in America, the United States
employs a policy that discourages investment and
entrepreneurship by foreign graduates.

The Economic Impact of Foreign-Born
Students
More than 800,000 foreign-born students are educated in
the United States every year,7 making up 20 percent of the
world’s students who study abroad. More than 400,000 of
these foreign students come from China, India, and South
Korea.
The most popular academic disciplines for these
students are business and STEM fields (science,
technology, engineering, and math). Roughly two-thirds of
foreign-born students study business or STEM. By
comparison, 48 percent of U.S. born students those
disciplines. This is important because business and STEM
students make the modern high-tech world possible. By
sending STEM graduates back to their home countries, the
United States ensures many of the top technological and
scientific breakthroughs of tomorrow will come from
outside this country.8
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The immigrant students who are able to stay in the
U.S. are not just scientists and tech-nerds; immigrants
currently make up one-third of small, independent
businesses owners; the hallmark of Main Street.
The economic impact caused by these immigrant
students is huge. A report by the Small Business
Administration in 2012 found that the business ownership
rate was higher for immigrants than for native-born
Americans (10.5 percent compared to 9.3 percent) and that
immigrants are more likely to start new businesses and file
new patents.
Highly-skilled immigrants have started 25 percent
of new firms in the past 20 years, and those firms, valued at
over $500 billion dollars in total, are concentrated in some
of the nation’s most important industries: manufacturing,
information technology, and life-science industries. More
than half of all Silicon Valley startups are founded by
immigrants, including companies like Google, Intel, Ebay,
and Yahoo. More than 40 percent of Ph.D. scientists, too,
are born outside the United States.9
In addition to having higher rates of
entrepreneurship, immigrants are better suited to compete
in the global marketplace because they can more easily
break down cultural and linguistic barriers and facilitate
trade and investment links to their home countries.
High-skilled immigrants have the potential to
greatly increase the overall size of the economic pie, as
their entrepreneurship and innovation adds jobs to the
economy. For example, on average, for every high-skilled
visa requested by U.S. tech firms, the company adds five
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new employees. Clearly immigrants create jobs; they don’t
steal them away from native Americans.10
The economic benefits and job creation high-skilled
immigrants provide is well established, but they also
bolster state and local budgets with new tax revenues. The
Institute of International Education found that foreign
students contribute more than $24 billion to the U.S.
economy annually.11
The United States has an aging population, with
“baby boomers” retiring in droves. By accepting more
immigrant students, the United States will remain
demographically diverse in terms of age; bringing a
youthful dynamism to the America, and helping to alleviate
the burden of an aging population.

Immigration Process for Foreign Students
Foreign students have three options following graduation.
They could strike it lucky and score an H-1B visa (which
will be elaborated on below), allowing them to stay in the
United States for a determined period. They could leave the
country and return home, or migrate to a nation with more
lax immigration laws. Or they could stay in the United
States illegally after the allotted 60 days, and become part
of America’s undocumented immigration population.
Basically, every graduation ceremony marks a bittersweet
departure of human capital, an invitation for more illegal
immigration, or the start of a three-year job.
The only real chance immigrants have to stay in the
United States legally comes from winning a special student
carve out in the H-1B visa program. Each year, 85,000 H-
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1Bs are awarded; 65,000 to anyone who applies and 20,000
to students finishing graduate programs.
The general H-1B visa process is a complicated,
bureaucratic mess. The requirements include: being highlyskilled and involved in a “specialty occupation,” finding an
employer willing to go through the complex paperwork and
pay thousands in legal fees to bring them on board for three
years, and then the applicant must win one of the available
spots. The visas are in such high demand that they are filled
within a few short days of being released every year. In
2013, the cap was filled in just five days.12 A true market
for visas would recognize this gross shortage and
compensate appropriately.13
The second option is for graduates to apply for one
of about 70,000 spots in the Optional Practical Training
(OPT) program, which allows foreign students an extra 18
months in the United States, but this only gives them more
time to try to win the above lottery again.
Recent reforms have improved the OPT policy. In
2008, President George W. Bush extended the OPT
eligibility period to 29 months, but only for STEM
students. In 2012, President Barack Obama again extended
OPT to include more fields of study. In 2014, included in
Obama’s highly publicized (or infamous, depending upon
your view) immigration executive order, was the easing of
rules for student visa holders studying science or
technology to remain in the United States following
graduation. These are all exciting steps forward in
improving the system, but they don’t go far enough.

40

Reforming the Visa System
A proper reform of the student visa program ought to look
something like this: First, the number of foreign students
allowed into the United States per year should be increased
and the process made easier.
Second, student visas should be elongated to give
foreign students the opportunity to find work in the United
States after graduation. If the country is serious about
investing in the future, ensuring top foreign students remain
in the nation is paramount, and giving them the chance to
find work is the first step.
Third, foreign PhD and MBA students graduating
from American schools in STEM and business fields
should immediately be approved for a green card.
Fourth, the H-1B cap should be eliminated to bring
as many highly qualified laborers into the United States as
the country needs. The three-year limit should be increased
to five years, and employer sponsorship ought to be
simplified or eliminated altogether.
These simple reforms would make a world of a
difference to students and would significantly benefit the
economy, and all Americans as a result.

Conclusion
The archaic U.S. student visa regime deprives American
citizens of potential prosperity. We have shackled Silicon
Valley and Wall Street. Numerical caps on visas and green
cards prohibit the entire American economy from more
aggressive growth. While H-1B visa expansion is need of
alterations, the real policy reform comes in increasing the
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number of legal permanent residents by making more green
cards available.
Reforming student visa policy is the right move to
help bring the United States into the 21st century with an
economical, coherent, effective, efficient, and simple
immigration program.
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Beyond Harm-Reduction: Creating a
Positive Drug Culture through
Legalization
By Daniel Takash
As more states legalize marijuana, and policymakers roll
back tough on crime policies, one thing is becoming
abundantly clear: the forty-year “war on drugs” has been a
failure.
Legalizing marijuana now has majority support in
America, but most of the drug war’s harm comes from
enforcing laws against harder drugs. Many people,
particularly millennials, have been calling for drug
legalization, in order to stop this unsuccessful war that now
costs $50 billion per year. Unfortunately, they have mostly
been met with the tired, cynical claim that they only
support legalization because they want to use drugs.
To anyone who cares about the damage brought
about by gang violence and the mass incarceration caused
by the prohibition of drugs, this argument is deeply
offensive. It reduces genuine concern for the well-being of
others to mere selfishness.
What is almost as offensive, however, is the implicit
claim that wanting to use drugs is inherently wrong, and
that the substances currently outlawed in the United States
could never be used safely for personal consumption.
Many people who recognize the harms brought
about by the drug war propose harm reduction measures as
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a solution, such as getting rid of mandatory minimum
sentences, house arrest for nonviolent offenders, and
compulsory rehabilitation instead of prison. These are
worthwhile proposals that would undo some of the most
extreme harms caused by the drug war, but they only
change the way we enforce drug policy. These policies do
little for people who want to use drugs for personal
consumption, beyond changing the penalties for possession
and providing resources for those who become problem
users.
During alcohol prohibition in the United States,
opponents correctly blamed the 18th Amendment for the
increase in crime and unsafe alcohol consumption caused
prohibition, but they were also unafraid to confess their
desire for a drink.
There was no shame in this request in the 1920s and
there shouldn’t be any shame in wanting to enjoy
recreational drugs responsibly today. Drug use is
essentially no different to any other individual consumption
related preference, provided it is done responsibly.
To be sure, nobody should snort cocaine or inject
heroin as casually as one would have a beer or smoke a
joint, but this is a difference of degree, not of kind. One
beer won’t ruin your life, and it is also possible to be a
casual heroin user.
The arguments for drug legalization in the name of
harm reduction are strong arguments that many people
should and do care about, but most of these concerns can be
addressed by alternative proposals. A different line of
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argument is necessary to show why individuals should be
able to use drugs recreationally.
Because legalization makes it possible to change the
culture surrounding drug use, the typical drug user can
change from a strung-out junkie to a model citizen who just
happens to use drugs. This is not to say legalization will
turn all junkies into pillars of the community, but, through
legalization, it is possible to change the characteristics of
the average user.
Contrary to the sensibilities of prohibitionists, the
idea that people actively choose to consume drugs is
intuitive to most economists. In the rational-consumption
model, people use drugs for the same reason they eat
apples, buy cars, or enjoy leisure: because they want to.
According to the Cato Institute’s Jeffrey Miron, “[I]t does
not matter whether people consume drugs because they like
the psychopharmacological effects, because they believe
drugs have medicinal properties, or because they think
drugs are cool; all that matters is that they voluntarily
choose to consume drugs.”1 Miron continues, “[I]t does not
matter whether drugs are addictive or if consumption
adversely affects health or productivity; if rational people
choose to accept these risks, they must think the benefits
are worth the costs.”2
Any policy that restricts the rational consumption of
any good, drugs included, is by definition harmful. This is
because the actors involved are choosing based on their
own preferences – which should not be questioned if we
assume consumers are rational and impose no costs on
unwilling third parties. This analysis not only extends to
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marijuana, but to all criminalized substances. For many, the
rational amount to consume is zero, but policies that
criminalize all access to drugs can only harm the rest.
The above logic holds for rational consumers, but
the real world is not an economics textbook. When
determining how to legalize any substance, a number of
questions must be answered. How many consumers are
“rational”? How many casual users will there be compared
to heavy users? How frequently will each group use drugs?
And how much harm can come from using for each kind of
user? These are empirical questions that must be answered
to help determine the best way to legalize drugs.
While the post-legalization market will certainly
look different from the status quo, there is information that
we can use to help answer these questions. For example,
there is data on the “capture rates” (the number of people
who become addicted after trying a drug) for various
substances.
For most drugs, even those considered to be “hard
drugs,” users are not automatically addicted. Only 23
percent of heroin users will develop some type of
dependency. Cocaine had a capture rate of 17 percent, and
only 5 percent of those who used psychedelics developed a
dependency.3
These rates may turn out to be even lower if drug
use is legalized and a larger number of people choose to
experiment. This is because current drug addiction rates are
based on how many users become addicted, and those who
use drugs today are, by definition, people willing to break
the law, and are likely more risk-prone than the rest of the
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population. If drugs are legalized, these capture rates may
go down due to an influx of consumers who wish to
experiment with these drugs but currently choose not to,
due to the risk of unregulated substances, and sanctions
from law enforcement.
Some of these new users will become addicted. The
question is how to balance allowing access to consumers
with reducing the total number of addicts. Some of these
problems can be solved by basic regulations that are only
possible through legalization, such as quality control and
precise dosage calculations – like those already seen with
edibles in states that have legalized marijuana.
But a simple dosage count will do nothing to stop
someone who, unaware of their limits, takes more than they
should. After all, I can know exactly how much alcohol is
in a given drink but still become intoxicated
unintentionally. In the words of Dirty Harry, “A man’s got
to know his limitations”.
How, then, does one learn what those limitations
are? One way to find out is through trial and error. This is
the college freshman approach, where people learn how
much is too much by reaching (or exceeding) their limits.
While one bad night can be enough to learn for some, this
is not always the case. Someone may have learned how
many beers they can handle, but what about hard liquor?
What if they only want to get a little buzzed at a more
formal event? These skills that are difficult to acquire in a
fraternity house basement. Most importantly, these
environments are relatively unsupervised. Many novice
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drinkers are seriously hurt, or even killed, either by alcohol
poisoning or by doing dangerous things while drinking.
Fortunately, there are some reliable sources of
information on drinking. Research shows that young people
learn about their drinking habits from their peers and their
family, even if only by observing.4 This “social learning”
informs the habits of new users when they experiment on
their own. There will always be some trial and error
involved in this process, but by following the example of
more experienced users around them, new users can gain a
semi-formal “education” on how to enjoy drugs
responsibly. The literature shows this phenomenon is not
exclusive to alcohol. In Drug, Set, and Setting, Norman
Zinberg shows that the way people use drugs (LSD,
Heroin, and Marijuana in particular) is influenced by
informal rules that are established by users. These rules
vary between groups, but they can create norms that
encourage low-risk consumption, even for drugs as
addictive as heroin.
There is one caveat to this analysis: the effects of
social learning cuts both ways. If a person’s parents or
friends teach them how to enjoy a drink with dinner, or take
acid in a controlled environment, then they will pick up
good habits. If those around them are irresponsible,
however, they will pick up bad habits. As put by Paul
Ormerod in Butterfly Economics, “People have to learn
what their own preferences are, and the choice of any
individual is influenced powerfully by the opinions and
actions of others.”5 This is where policymakers have the
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ability to get creative and guide new users towards
healthier norms surrounding drug use.
The government could act as a “norm entrepreneur”
and influence the way people use drugs.6 This
entrepreneurship goes beyond quality control regulations
and sin taxes, and involves actively creating and
proliferating norms related to the way people use drugs.
One prominent example of this is the Marijuana Policy
Project’s “Consume Responsibly” campaign, which
provides information on how to enjoy marijuana and avoid
the risks associated with use. Policymakers may not even
need to “create” these norms, only encourage their
proliferation.
Returning to alcohol as an example, most drinkers
overestimate both the number of people who drink and the
amount each drinker consumes. This leads them to calibrate
their consumption based false metrics. Many campaigns to
reduce alcohol consumption have succeeded simply by
advertised figures about actual alcohol consumption habits,
also known as the “social norms” approach.7 If legalization
led to an increase in the number of casual users, this
approach would facilitate the proliferation of norms
influenced mostly by the habits of casual users, rather than
heavy users.
By providing information about healthy drug use,
policymakers can bridge the gap necessary to make
consumers more rational. This idea is explored in Richard
Thaler and Cass Sunstein’s Nudge. Thaler and Sunstein
recognize that humans are subject to a number of cognitive
biases, yet they also wish to preserve freedom of choice for
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consumers. Nudges square this circle by leading consumers
towards better choices while not restricting their freedom of
choice.8 In this case, policies would “nudge” consumers
towards healthier and safer ways to consume drugs without
restricting their choice to consume.
Prohibition has affected the way people consume
drugs, and it is naive to assume that legalization will
immediately solve all of the problems related to drug use.
Rehabilitation programs are certainly preferable to prison
for treating addiction, and yet there is relatively little
infrastructure for those who want to learn how to use drugs
responsibly.
After the end of alcohol prohibition, H.L.
Mencken lamented, in his characteristic tongue-incheek manner, that “[i]t must be manifest that some
such teaching is sorely needed in this great republic.
Drinking with skill must be learned by the onerous
process of trial and error, or it must be taught. Plainly
enough, the latter way is better; but so far there is no
sign that the guides appointed for gropers are ready to
take it.”9 The same principle holds true for other drugs.
However, this instruction can only be developed if
policymakers recognize that drug use is, for some, a
positive experience. Addiction is a disease and should be
treated as such, but recreational use does not always lead to
addiction. Should the government encourage or subsidize
drug use? Probably not. But if we want to make sure that
those who choose to use drugs are doing so in a healthy
way, we need to go beyond harm-reduction measures and
make information on healthy drug use available. Reducing
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the number of problem users by encouraging healthy drug
use will allow increased access for consumers who want to
use, while reducing the costs of drug abuse.
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Uber: The Promise of
Entrepreneurship, and the Burdens of
Over-Regulation
By Jared Meyer
The ability of promising new technologies to upend
entrenched business models is critical to capitalism’s
success. Each year, smartphones get smarter, cars get more
efficient, and airline travel gets more affordable. But why is
dynamic innovation seen in some industries and not in
others? It is no coincidence that industries with high
government-imposed barriers to entry are often the slowest
to improve.
One industry that was seriously lacking in
competitive pressure was the heavily-regulated taxi
industry. Thankfully, advances in technology have opened
up a new business model – ridesharing – that offers
consumers a much-needed increase in transportation
options.
While this development is promising for consumers,
it threatens the business models of established taxi
companies. What played out over 2015, and will continue
to happen for years to come, is the battle between
ridesharing and taxi companies – between the interests of
consumers, especially millennials, and the interests of a
government-backed, established industry.
As a quick overview, Uber and other ridesharing
services, such as Lyft and Sidecar, offer smartphone apps
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that allow people to call vehicles with just a few touches on
a screen. These services inject competition into the
transportation industry and make getting around faster,
easier, cheaper, and more enjoyable. Ridesharing
companies do not own the cars that the drivers who partner
with them use. They instead provide the technological
platform and support to connect drivers and riders. For this
reason, it is better to view ridesharing companies as
primarily technology companies, and not as taxi
companies.
Uber operates in about 200 cities in North America,
including where I live in Washington, DC, and in nearly 70
countries abroad. A lot has been happening in the
ridesharing regulatory sphere – both positive and negative.
Though some cities and states have put in place laws that
allow ridesharing’s growth to continue, the companies still
have to go from city to city fighting against entrenched taxi
companies who bitterly resist the competition.
The Washington, DC City Council made history in
October 2014 by making the nation’s capital the first
jurisdiction in the country to pass a bill explicitly legalizing
ridesharing. The so-called Vehicle-for-Hire Innovation Act
is an example of smart regulation that is not beholden to the
special interests of the existing taxi industry.1
DC has come a long way. In April 2014, the
Washington, DC Taxicab Commission (DCTC) held a
hearing on proposed regulations that would have crippled
ridesharing companies by treating them as taxicab
companies.2
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The least-defensible part of the commission’s
proposed regulations was the requirement that any
rideshare driver working for over 20 hours per week would
need to obtain an expensive taxi license – a governmentsanctioned permission to work. This would have served as
a high barrier to entry and severely limited competition.
Drivers would have been artificially relegated to part-time
status, unless they paid $555 to the government backers of
the taxi industry. This provision was clearly a ploy to
protect existing taxi drivers by limiting their competition.
Eleven states, and the District of Columbia, require
taxi drivers to obtain licenses. DC’s average fees associated
with licensing are by far the highest in the nation at $555
(the second highest is Rhode Island at $110). In contrast, it
only costs $156 to become a DC school or metro bus
driver, occupations that are responsible for the safety of
tens of thousands of children.3
These statistics raise a serious question over the
most commonly-used rationale for regulating taxis and
ridesharing companies: protecting public safety. Since the
occupation is not universally licensed, and the difficulty of
the requirements varies by state, why are there not
outbreaks of rogue drivers creating safety hazards outside
of DC? Also, why is the licensing burden lighter for bus
drivers, who, if incompetent, pose a greater risk to public
safety?
Admittedly, even with its high licensing fees, DC’s
taxi system is much more open than many other cities that,
in addition to requiring licenses, cap the number of
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individual taxis through a medallion system. New York
City is one example.
Overzealous regulators across the country are
jumping on every story that hints at any dangers posed by
ridesharing services. The well-documented 2014 New
Year’s Eve tragedy where a young girl was killed in San
Francisco by a driver who was logged into his Uber app is
continually used as justification for additional regulation.
An isolated, unfortunate event may work as a
rallying cry for entrenched taxi businesses who feel
threatened by emerging competitors, but it does not show
an increased risk to public safety. If anything, ridesharing is
safer than taxis.
Back when DC first proposed the regulations, I
spoke about them with DCTC spokesman Neville Waters. I
will never forget what he said.
When I asked him if there were any specific cases
of public safety being threatened by ridesharing services, or
anything else that would prompt the creation of new
regulations – such as deaths or injuries – he replied, “I
wouldn’t say that there are issues or that there aren’t
issues.”
The DCTC was willing to put people out of work
and make it more costly and inconvenient for people to get
around, yet its spokesman could not point to one instance to
justify its actions. Students looking for flexible work to
help fund their schooling, young people who need part-time
work so they can take an unpaid internship, others in
between jobs who need something to help pay their bills,
and individuals willing to work in a demanding, customer-
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focused career, are all left with fewer options because of
restrictions on ridesharing.
The benefits of the flexible work opportunities
ridesharing provides can be seen in how drivers use the
service.4 Half of the drivers who partner with Uber work
less than 10 hours in an average week, and 69 percent have
another full- or part-time job.
An opportunity to set one’s own schedule and earn
extra money is clearly attractive to millennials. Nearly a
quarter of Uber driver-partners are under 25 years old, and
11 percent are students – more than double the percentage
of American adults who are in school.
If a government agency is going to take away
someone’s right to work, it better have a really good reason
for doing so. Unfounded safety concerns are not enough.
The real reason behind the proposed limits was
likely DCTC’s statutory responsibility to “preserve the
economic viability of the District’s public vehicle for hire
industry.”5 Considering that taxpayers are funding the
commission, it seems reasonable that the DCTC should
have to work to protect consumers’ interests instead of the
interests of the taxi industry.
It is not that regulators have bad intentions – for the
most part they take their responsibilities to the public
seriously. But regulated industries spawn special interest
groups that use government enforcement to protect their
profits, at the expense of consumers and competitors.
Raising barriers to entry through occupational licensing and
anti-competitive regulations keeps out new market entrants.
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When the market is missing competition, innovation
suffers, prices rise, and voluntary exchange is hindered.
It is, therefore, no surprise that attempting to
regulate these rapidly-changing technology companies in
the same way as slow-to-adapt taxi companies has proven
ineffective.
Justin Kintz, Uber’s head of U.S. public affairs, told
me that many transportation commissions “only know one
way to regulate, and that is for a 20th century business
model.”
The reason taxi companies are able to get away with
insulating themselves from competition and standing in the
way of a 21st century economy is explained by public
choice economics.
Public choice economics shows why there are a
multitude of regulations that benefit a select few, while
increasing the costs for everyone else. This occurs because
of concentrated benefits and dispersed costs.
Existing taxi companies are upset Uber and Lyft are
cutting into their customer bases and gaining the loyalty of
young people, who can enjoy the convenience of a private
driver without the expense of even owning a car. These taxi
companies make millions in profits because competitors are
kept out. It makes sense for them to spend substantial
amounts of time and money fighting to keep barriers to
entry in place and to protect their favored treatment.
Alternatively, although ridesharing saves money
and makes life easier, it makes little economic sense for
consumers to spend valuable time educating themselves
about the issue of ridesharing regulations, let alone
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organizing a campaign against it themselves. This same
logic applies to countless other laws and regulations.
Because time is a scarce resource, usually monopolized by
school or work, people cannot afford to fight to end
everything that raises costs for them and confers substantial
benefits on a few others.
This is one reason why the transportation industry is
heavily regulated in most states and cities, and there are
high barriers to entry. For example, in New York City,
there are 13,000 medallions for yellow taxis, which are
required to pick up passengers hailing taxis on the street in
the core of Manhattan. Yellow taxis are notorious for only
cruising around the streets of downtown and midtown
Manhattan and the city airports, which leaves the rest of the
city’s residents underserved by the medallion system.
While the amount may seem like a lot, it is not
enough for America’s largest city. A single New York City
medallion sold for $1.3 million in 2013. From 1975–2013,
the value of medallions increased nearly 3,000 percent.
This handily beat the Dow Jones’ return and the growth in
the value of gold. The value of medallions is artificially
inflated because there are fewer taxis than there are people
who want rides – as anyone who has tried to hail a taxi in
Manhattan during rush hour or at bar close can attest to.
Ridesharing’s increasing popularity has cut the
value of New York City taxi medallions by more than half,
as they were selling for around $500,000 in late 2015.6
Some taxi drivers are rightly upset that the value of their
forced investments has fallen because of competition from
ridesharing companies, which do not have to purchase
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medallions to pick up riders. While these losses may seem
unfair, basing economic policies on subsidies and barriers
that benefit a few people while raising prices and reducing
opportunity for everyone else is inexcusable. What is clear
is that policymakers must avoid such traps.
But what can be done once these traps are already
established? There are three potential options for
regulators: existing regulations can be made to apply
equally to all firms in an industry; the regulations can be
eliminated; or new companies can continue operating
outside of the existing regulations.
The best solution would be for the regulations that
protect special interests, but not public safety, to be ended
immediately. Consumers could enjoy the gains of increased
competition, lower prices, and more choice. However, the
political challenges of repealing these regulations may be
too steep, at least in the short term.
Making everyone comply with out-of-date
regulations is the worst option in terms of innovation and
consumer protection. Passing one-size-fits-all, protectionist
regulations is precisely what caused problems in the taxi
market, and encouraged the rise of ridesharing companies,
in the first place.
The third option is to leave things as they currently
stand, with new technologies escaping the regulatory
burden and slowly chipping away at the old regime. While
this may seem like the least fair of the three options –
because it treats some firms differently than others – it may
be the best feasible path forward.
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As more companies alter their services in order to
avoid existing regulations, the regulatory hold on the
economy as a whole will gradually shrink, without the
political difficulties of repealing laws with powerful
backers. Young people, especially, are not going to give up
their newfound freedom of ordering on-demand
transportation with their smartphones without a fight.
Ridesharing’s benefits extend far beyond
affordable, convenient, and reliable transportation. Its rise
has also expanded transportation options to people and
areas that the existing taxi system left underserved. In New
York City, for example, as Uber experienced massive 450
percent growth in its number of monthly rides over 2014,
its reach into low-income, outer-borough neighborhoods
grew even faster.7
In December 2014, 60 percent of UberX pickups
(the company’s low-cost service) outside the core of
Manhattan and the city’s airports were in zip codes in the
bottom half of non-core Manhattan median household
income. This increased from 54 percent in January 2014,
meaning that there were 200,000 more UberX rides for
residents of low-income neighborhoods in December than
there were in January. As ridesharing continues to grow, its
benefits for those who were underserved by existing
transportation options will only increase.
If the current ridesharing model is banned or
limited, its benefits to drivers, riders, and the economy will
fade. To promote a dynamic market, policymakers need to
allow taxis to become more like Ubers, not force Uber to
conform to excessive taxi regulations.
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By exempting ridesharing drivers from taxi
licensing requirements, DC’s Vehicle-for-Hire Innovation
Act ensures that many of the undue, universal burdens that
DC taxis face will not be applied to ridesharing companies.
The bill also codifies safety requirements, such as
background checks, insurance requirements, vehicle
inspections, and zero-tolerance policies on driving while
impaired – all policies with which the three main
ridesharing companies already voluntarily comply because,
believe it or not, it is not smart business to disappoint,
much less kill or seriously injure customers.
The bill helps taxi drivers compete, because of the
deregulation of fares that originate from remote dispatch. If
consumers use a smartphone service to book a taxi, instead
of hailing one on the side of the road, the fares are not set
to the predetermined metered rates. Taxis are free to
compete on price or experiment with alternative fare
models, as long as the fare structure is clear beforehand.
This, too, is a welcome step towards modernizing the
transportation industry.
Some regulators and lawmakers across the country
have learned from the DC council’s bill and updated their
policies to reflect advances in technology. Yet, efforts to
limit ridesharing’s growth continue. Though fighting back
against government favoritism is difficult, innovation will
eventually win. The influence of the established taxi
industry is strong, but the public’s devotion to ridesharing
is stronger.
In a just half a decade, ridesharing has grown from
a novelty used by young techies in urban areas to an
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essential transportation option for millions. As more people
become familiar with the benefits of ridesharing, it is only a
matter of time before the taxi industry will have to compete
based on service and costs – not political clout.
The DC bill’s passage coincided with Hailo – a
smartphone app for remotely hailing licensed taxis – ending
its operations in the United States. The company is now
going to focus its operations internationally, mostly in
Europe, where countries are not as tolerant of
entrepreneurship and disruptive innovation.
Because of opposition from entrenched taxi
interests, Uber’s low-cost services are banned in many
countries. French taxi drivers even have resorted to
violence against Uber drivers, and two Uber executives
were jailed and indicted for enabling illegal taxi services.
The reason Hailo was thoroughly outdone by
ridesharing companies and could not compete in the United
States was that it did nothing to address the underlying
problem with taxis – taxi drivers.
All ridesharing companies go to great lengths to
ensure their customers’ experiences are enjoyable. Leaving
a negative review after a trip will usually result in a
personalized email from the company asking what went
wrong and how the situation can be made better. On the
other hand, taxis have been insulated from competition for
so long that in many vehicles, customer service is
noticeably lacking.
Ridesharing does not just benefit consumers; some
taxi drivers would be better off becoming Uber drivers. For
instance, net earnings of rideshare drivers are comparable
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or higher than that of taxi drivers.8 Additionally, most Uber
drivers own their own cars and are able to set their own
schedules, and they avoid the annoyance of showing up to
work at odd hours just to wait for their employers to
dispatch them.
The reason why taxi drivers cannot simply become
Uber drivers is that Uber has strict customer service
standards that many taxi drivers, accustomed to a less
customer-friendly business model, would fail to meet. After
a few negative user reviews, Uber is quick to remove
drivers from its technological platform. This focus on
customer satisfaction is the starkest difference between
ridesharing companies and traditional taxis.
Driving a taxi is also a dangerous occupation. For
one, taxi rides are completely anonymous. Drivers also
carry large amounts of cash. These are two reasons why the
homicide rate for taxi drivers is about 20 times greater than
the U.S. occupational average and twice as high as the rate
for police and sheriff patrol officers.9
These dangers are corrected with ridesharing. The
identities of passengers and drivers are both verified. Safety
is reinforced by a feedback system where rides and drivers
can leave post-ride, public ratings for each other. Rideshare
companies also track both parties’ locations throughout the
trip. Additionally, no cash ever changes hands since all
payments are taken care of electronically.
The motivations of those who seek to shut down
ridesharing services are clear – to protect the profits of
existing taxi drivers, and they hide behind the guise of
public safety. Protecting the profits of existing taxi drivers
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is not a suitable justification to infringe on consumers’
freedom to choose from a variety of options. It is also not a
justification to keep others from earning a living. New
technology will drive a stream of new services, and
ridesharing is only one example. If entrenched interests are
allowed to use government protection to suppress
innovation, everyone else will lose.
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Police Brutality: Its Causes and
Solutions
By Cory Massimino
The protection of individual rights is considered one of the
government’s most essential functions. A just society is one
in which citizens’ life and property are effectively
safeguarded, and they are left free to pursue their happiness
within a framework of the rule of law. But what happens
when governments regularly fail to protect citizens’ lives
and property, and instead undermine people’s rights and the
rule of law they are trusted to uphold?
Eric Garner, a husband and father of six children
and three grandchildren, died after New York police who
suspected him of selling untaxed cigarettes, put him in a
chokehold. They ignored him as he when he cried “I can’t
breathe” as he laid on the ground waiting for an ambulance.
Police shot 12 year old Tamir Rice in Cleveland mere
seconds after confronting him, after they mistook a BB gun
for a lethal weapon. Ezell Ford, an unarmed and mentally
disabled man was shot three times, once in close range, by
Los Angeles police officers as he walked in the street.1
Usually thought of as community protectors, public
confidence in the police fell to a 22 year low in 20152. This
was the same year that, according to The Guardian’s own
database, U.S. police killed 1,138 people3 (the correct
number may be higher, since there is no reliable,
government database of police killings).4 The police are
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also estimated to shoot and kill about 10,000 dogs5 and
carry out at least 50,000 SWAT raids each year.6
The advent of the social media and the Internet has
placed millennials in a unique position to be more wellinformed about police abuse than any prior generation.
Thanks to Facebook and Twitter, young people are
instantaneously finding out about egregious incidents
involving police, regardless of their proximity. Corrupt
police can no longer remain hidden or confined to local
news reports; they are now the subject of national stories.
According to a Reason-Rupe poll, 60 percent of 18–
29- year-olds have a favorable view of the police, while 83
percent of seniors hold a favorable view.7 With social
media playing such a vital role in disseminating news about
increasing police abuse to millions of people who wouldn’t
have otherwise known about it, it’s no surprise that
millennials are more likely to have a negative view of the
police than their older, less tech-savvy relatives.
Many argue these examples of brutality are merely
unconnected instances of “bad apples,” but there is good
reason to view these incidents as emblematic of a
systematic culture of violence and unaccountability
amongst the police.
According to data compiled by the Transactional
Records Access Clearinghouse (TRAC) at Syracuse
University, upwards of 95 percent of police misconduct
cases that investigative agencies referred for prosecution
were declined by prosecutors. Co-founder of TRAC, David
Burnham, argues that the high refusal rates “result in part
from the extraordinary difficulty in prosecuting abuse
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cases,” because “juries are conditioned to believe cops, and
victims’ credibility is often challenged.”8 Only 1 of every 3
accused police officers are convicted, half the conviction
rate of civilians.9
Within the police forces themselves, 84 percent of
police officers report that they’ve seen colleagues use
excessive force on civilians, and 61 percent admit they
don’t always report “even serious criminal violations that
involve abuse of authority by a fellow police officer.”10 The
internal culture within police forces, and the legal system,
are clearly marred by institutional bias in favor of police
and at the expense of victims of police brutality.
Another systemic cause of police brutality is the
widespread militarization of police, which millennials have
witnessed during their lifetimes. From 1980 to 2000, the
number of SWAT teams increased by 1,400 percent. More
than 80 percent of small town law enforcement agencies
now have SWAT teams; in larger areas the number is
almost 90 percent.
Commenting on civilian gun ownership, President
Barack Obama once asserted that “Weapons of war have no
place on our streets.”11 Meanwhile, in 2011 alone, “50
states, 17,000+ federal, state and local agencies... accepted
more than $2.6 billion in donated military equipment…”.12
Do the police really need military grade weapons to combat
most criminals? This federally subsidized weaponry and
equipment is turning police from accountable community
protectors, into more of an occupying military force.
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Radley Balko, author of Rise of the Warrior Cop,
explained the effect this police militarization has on
relations with the community:
… when you arm a cop like a soldier, when you dress ‘em
like a soldier, when you tell ‘em to fight in a war and then
send ‘em out into a neighborhood that he has no stake in
and doesn’t consider himself a part of, you get a very
antagonistic, us-versus-them relationship between the
officer and that community.13

This is the exact opposite to the relationship police should
have with the community they are tasked with protecting.
These weapons of war being granted to police make
them more proactive than reactive. Instead of having
limited power and authority, reserved for apprehending real
threats to individuals and their property, police are using
their new goodies to seek out and instigate conflicts with
citizens who aren’t threats to others. Instead of responding
to trouble and attempting to restore calm, police are
escalating situations and inciting confrontations. Professor
Peter Kraska, explains:
[Eighty] percent of the paramilitary deployments by police
departments were for ‘proactive’ applications – in other
words, instances of police-initiated violence rather than in
response to an unusual threat. The majority of these
involved ‘no-knock’ and ‘quick-knock’ raids on private
homes, searching for contraband like drugs, guns, or
cash.14
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Police militarization has also lead to police functioning like
an occupying force. Rather than reacting to real requests for
help, they are increasingly responding more to federal
mandates, union demands, political pressures, and
institutional incentives, than to the needs of the people.
The corruption and abuse within America’s police
forces shouldn’t come as a surprise, if we examine the
police from an economic perspective. Since the police have
a monopoly on their industry, they don’t depend on the
voluntary support of their customers. Their power is
institutionally imposed upon communities, rather than
consensually accepted. In other words, they aren’t held
accountable because they don’t face any serious threat of
losing their systemic power. When they are abusive citizens
have two choices: obey, or suffer the punishment. This is in
stark contrast to most other areas of life, where people have
the option of choosing competing alternatives for the
services they want. There is no alternative to the
geographic monopoly that police currently enjoy.
Police forces are also insulated from competition,
making them incapable of reacting to market feedback.
Without the price system there is no profit and loss
mechanism to incentivize police to cater to consumer
demands for an effective and efficient service; there is no
recourse when the monopolists do something unjust. On the
contrary, as a monopoly, police have incentives to
overspend, overcharge, under-produce, and generally work
in opposition to the consumers’ interests and in favor of
their own.
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The problems caused by the police monopoly are
being amplified as police forces become increasingly
centralized and federally subsidized. The more federal
politics and federal money become involved in protecting
local neighborhoods, the more the police act like puppets
for faceless bureaucrats, and less like locally accountable
civil servants.
This problem is systemic by its very nature, so
solving it will require a major institutional shift. The excuse
of it being “only a few bad apples” is no longer adequate.
Policymakers must recognize that the problem is an
inherent result of police monopolization, they can then
begin making institutional changes that truly alter the
incentives police face.
The first change required is to reverse 35 year the
trend of police militarization. The federal government
needs to get its hands out of local police forces, and let
communities compete and experiment. Federal subsidies to
police forces should be completely eliminated, and no more
military weaponry should be handed out. With a smaller
trough of taxpayer money, police forces will once again be
forced to economize and respond to actual demand, instead
of throwing money at unnecessary and dangerous weapons.
The second change required is an end to the trilliondollar failure known as the war on drugs.15 Making drugs
illegal creates criminals out of peaceful citizens, by driving
entrepreneurs and customers underground into black
markets, while rewarding big cartels and police unions. It
gives police more excuses to instigate altercations with
citizens and execute SWAT raids, creating more victims of
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police brutality.16 Even if you don’t approve of your
neighbor getting high on drugs, you wouldn’t be justified in
barging into their house, threatening them with violence,
and throwing them in a cage. But this is effectively what
the drug war allows police to do. As a result, 50 percent of
America’s prison population is serving time for drug
offenses.17 This is one of the main reasons a that the U.S.
has the largest prison population in the world.18
Ending the drug war would free up prisons, save
billions of dollars, reduce overall police power, and allow
them to focus on real crimes. This is important, since every
second the police waste on trying to catch a drug user
guilty of a purely victimless crime is time they could be
using to protect actual victims from real violence.
The third change required is for police officers to
wear video cameras at all times. Having all their activity
recorded and subject to evaluation would increase
accountability and lessen the incentive for police to abuse
their power.19 If police know their activities are constantly
being recorded, they are much less likely to exploit their
power and use unnecessary violence.
The potential downsides of police body cameras
should not be overlooked. We should be wary of increased
surveillance. Therefore, bills that institute police body
cameras should come with sharp restrictions on how the
recordings can be used, restricting them to specific legal
uses, and mandating that they be destroyed after a specified
period of time.
The fourth change: statistics on police misconduct
should be compiled and stored in a nationwide database.
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How can we keep police accountable if their wrongdoings
remain unknown? Social media enables average citizens to
take informal steps in keeping police accountable, but a
systematic, internal effort would greatly increase
transparency and enhance oversight of the police.
The fifth required change is tougher and more
consistent legal consequences for police officers guilty of
misconduct. Standards for abuse and brutality should be
discussed and what counts as excessive use of force should
be determined by local and state ballot initiatives, not on
the fly by police and judges.20 Union contracts that inhibit
investigations of police misconduct must be put to an end;
police should be held to a higher standard than citizens, not
a lower one. Furthermore, federal prosecutors need to be
more willing to investigate instances of police misconduct,
and juries need to be more willing to consider the fact that
police officers are guilty of wrongdoings and stop letting
their biases influence potential cases of abuse. Ultimately
the culture of police brutality must be combatted with
common sense.
Lastly, citizen police commissions – like those
advocated by Campaign Zero – should be set up. These
would be community-run councils that have a say in police
policy, hiring, and firing. Additionally, separate civilian
review boards should be put in place to “not only review
complaints, but also issue broader, data-driven reports on
police stops, arrests, use of force, and so on.”21 These
proposals should be welcomed as they have the potential to
drastically increase the local accountability of police
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officers and increase the likelihood they will serve the
interests of the communities they are supposed to protect.
These steps are just the tip of the iceberg when it
comes to solving the problem of police brutality. But they
are a start. Millennials are in a unique position to educate
themselves about the issues and garner public support for
the above changes to take place. Whether we actually take
advantage of this opportunity, and reverse the troubling
trend of rampant police brutality, is up to us.
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The Renting Generation
By Nick Zaiac
The Millennial generation marks a turning point in
American housing policy. We earn $2,000 less than our
parents did at this age.1 Student debt, while not as bad as
many portray it, does stunt investment in expensive life
events like buying a car or house2, or getting married3.
When incomes were rising, Americans could afford to live
the most settled, home-owning existence in our nation's
history. Job and worker relocation rates have plummeted in
the last 25 years.4 This has its costs. High homeownership
foretells an increase in unemployment.5 With less ability to
afford homeownership millennials are a generation that will
see relatively more renters compared to home buyers than
older cohorts did at our age.
Millennials really are different. This renter
generation changes the fundamental calculus of what gets
built where in the United States, and increases the
importance of land use policy compared to other issues.
Adapting to millennial housing needs will require changing
laws that govern how and where building happens.
The phenomenon is real. 2014 saw the greatest
number of multifamily housing starts since 1989.6 Yet, over
the last 20 years, something has changed in American
cities. Despite the increase in multifamily building,
vacancy rates for rentals spent 2015 hovering around their
lowest point in since 1995.7 Rents have risen in most of the
nation’s large and economically productive areas. Major
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cities have failed to allow enough home building to hold
rents steady amid this rising wave of renters.
There is reason to believe that the overall level of
land use regulation has gone too far. A 2015 study by
economists Chang-Tai Hsieh and Enrico Moretti found that
lowering that lowering regulatory constraints in San Jose,
San Francisco, and New York City to that of the U.S.
median would increase GDP nationally by 9.5 percent.8
Another 2015 study, by Scott Winship of the Manhattan
Institute found that the problems stem not from falling
residential mobility, but from the increasing importance of
mobility in modern society and that such mobility is lower
among disadvantaged groups.9 Harvard’s Peter Ganong and
Daniel Shoag found empirical evidence that showed that
housing supply regulations were a key tool that wealthy
areas used to deter migration of unskilled labor.10
So the big cities are over-regulated, and it hurts the
economy by pricing people out of living in the nation’s
most productive places and by lowering mobility.
Moreover, people nationwide lose out, not just the
urbanites with their higher rent payments. Given that most
rental housing is in cities, land use rules disproportionately
harm younger and poorer people who seek to live in it.
They especially harm those willing to make personal
tradeoffs to live in highly productive places even as costs
rise. Land use rules serve as a tax on the striving,
entrepreneurial millennial who understands that place
matters for success in the modern economy. It is a tax on
leaving one’s low-cost, low-opportunity hometown and
moving to a higher-cost, higher-opportunity place where
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the labor market is more robust and there are more
opportunities in the event one loses a job.
Cities have “thick” labor markets, as economists
like to say; there are many employers seeking a given skill
set. This fundamentally differs from smaller town, where
there might be a single employer looking for people with a
given skill set. The image of the old factory town comes to
mind, the kind of towns that are common throughout huge
swaths of the American landscape. A person often risks
their fortune on the fate of a single company in these
places. While the risk is typically small, it is there, and it is
a risk that, for many, generally disappears when one lives
in an area with access to many jobs.
Thick labor markets complement the lifestyle trends
among millennials. The two-earner household is on the rise,
or so implies a generation where more women graduate
from college than men. Living in places with high job
density makes it easier for both partners to find work. Is it
any wonder that millennials are a generation of two-earner
households? This trend helps explain why millennials, are
not only poorer and more likely to rent than older cohorts,
but will also prove to be the most urban generation in
American history. And a generation that is sensitive to the
problems posed by local government.
If the gain to society is as high as Hsieh and Moretti
found, then the value in reforming local regulation is higher
than reforming almost any other part of government. If we
fix regulation in our major cities, it means lots of growth,
and lots of jobs, and, most importantly, lower rents with
higher density. The work of economist Edward Glaeser has
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shown that building restrictions and zoning laws are the
cause of falling housing affordability in the nation’s major
cities.11
It cannot be stressed enough that rising rents are a
result policy decisions made by city governments. They set
their zoning rules and building regulations. When the
regulations are too costly housing doesn’t get built. City
governments make tradeoffs between the benefits, such as
rent controlled housing and provision public space, and
economic consequences a rule might generate.
Zoning is a problem that raises the cost of living for
striving millennials, stifles entrepreneurship, and increases
inequality. The issue is unique, in that fixing the problem
requires changing vast numbers of individual local
governments. Each has powerful special interests and allied
politicians who throw sand in the gears of reform. The
federal government’s involvement in such decisions is
limited to a few programs in the Department of Housing
and Urban Development and Department of Transportation
mass transit subsidies. State officials have the power to
overrule all local regulatory decisions in almost12 every
state. Yet, state officials rarely intervene with local zoning
decisions. When state governments attempt to intervene in
such decisions, local governments resist, as Virginia’s
debate over land use reforms in 2016 exemplifies.13
To reform local land use regulations means that
individual states or localities must repeal popular laws to
promote growth that can be hard for voters to
conceptualize. As Dartmouth economist William Fischel
stresses in his book Zoning Rules! The Economics of Land
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Use Regulation, these laws are organic, popular, and hard
to change. When courts blocked the passage of zoning laws
in New Jersey in 1926 it took the people less than a year to
overrule the decision through a constitutional amendment.14
Zoning laws, for the most part, are here to stay. Yet reform
is possible and their burden can be lowered. Scholars have
proposed a number of changes to the regulatory and legal
mechanisms behind land use regulations that could make
land use regulations easier to handle.
Fischel remedies rely on the courts to consider land
use regulation as a “taking”, which would force local
governments to put a price on their zoning rules, as well as
other legal oversight reforms. He aims to preserve a more
individualized form of regulation that gives more latitude
for property developers to negotiate with their prospective
neighbors. Others have disagreed. New York University’s
Roderick Hills and Yale’s David Schleicher have argued
that empowered zoning boards with robust central plans,
insulated from political meddling, would best regulate land
use decisions.15
Edward Glaeser, in his essay on reforms that would
increase U.S. economic growth recommended reforming
zoning rules following the successful model of the town of
Devens, Massachusetts.16 The town uses a novel power
structure where all land use permitting and application
functions are run by a single, unified commission. The
town boasts 75 day permitting process for even the largest
of developments. It permitted a $750 million
pharmaceutical plant in 49 days.
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Another solution might be to bypass localities
entirely. States can choose which aspects of land use
regulation they delegate to municipalities. They could
choose, for instance, to bar localities from passing costly
local environmental regulations, which add to the
regulatory cost of building new housing. They could also
restrict localities’ ability to demand aesthetic changes
where the changes would require decrease in density. This
can go even further, to prevent localities from zoning out
multifamily homes. Such a rule exists in Pennsylvania,
which, in the wake of Appeal of Girsh has been willing to
intervene when cities entirely zone out undesirable
activities.17
Changing laws to allow more negotiation between
cities, developers and their community could be valuable.
Building can have many different externalities for a
community, and cities can help facilitate the negotiation
over their abatement. Yet, there are questions over which
perceived costs require a remedy, especially when
abatement of these costs would require less building.
Common urban objections over “light and air” come to
mind, but smells from restaurants, rumbling from new bus
lines, traffic noise, aesthetic preferences and other
objections could be considered private concerns. Issues of
utility congestion such as traffic, overloaded transit lines,
under-provided wastewater capacity, or police and fire
provision would necessarily be matters of private concern.
New developments require infrastructure, of which
cities are, in most places, monopoly providers. Yet we
know that cities struggle to allow enough development to
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keep up with demand, and that local pressure from parties
that might bear some cost from development is one of the
reasons. Overcoming anti-development pressure requires
some entity to appease this populist force. Sometimes,
cities can help the process of appeasing the democratic
objections to new development.
A successful example of this comes from the
suburbs of Washington, DC. There, extension of the
Orange Line involved negotiations to increase zoning
density near the new stations. Zachary Schrag explained the
history of these negotiations in his 2014 book The Great
Society Subway.18 Residents of the single-family
neighborhoods near stations between Ballston and Vienna
negotiated an increase in allowed density in exchange for
the rail access they received. Recent years have seen the
rise of more public-private partnerships in infrastructure
development, partially privatizing a wide range of services,
from wastewater treatment to street lights to parking
meters. It would not be unreasonable for cities to
incorporate exchanges of greater density for partnership in
the provision of traditionally all-public amenities like parks
and transit service. Such an agreement was reached in 2012
between the Massachusetts Department of Transportation
and shoe and apparel company New Balance that will bring
thousands of jobs and hundreds of residential units to the
area surrounding a new station in the Allston-Brighton area
of Boston.19
A more modest reform would create regional
planning organizations that would coordinate development
across regions, preventing disjointed land use regulation by
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cities and their surrounding suburbs. Portland, Oregon and
its surrounding areas have had their land use decisions
governed by a regional body, Metro, since 1992. Such
bodies could prevent localities from seeking to use the land
use rules they control to push undesirable activities to other
localities in the region.
This will be hard. The laws most damaging are
often extremely popular. Vested interests abound in urban
areas. Misinformation about what makes rents rise is
everywhere. There is some hope though and a bipartisan
consensus is coalescing. In 2015 Jason Furman, Chairman
of President Obama’s Council of Economic Advisors
released a paper arguing that land use rules worsened
inequality.20 The year saw scholars, on the political left and
political right, agree that, yes, zoning is a problem with
serious economic consequences.
These are only a few options that could change the
mechanisms of land use regulation to make it more
favorable to building for a generation that can afford the
luxury of homeownership less than its parents. There is
clear evidence that America’s highly productive places
have built too little housing for nearly a generation. It has
resulted in successful people being priced out of places
where their talents could best help society. Scholars agree
that there is real value in both urban density and personal
mobility, both of which suffer when urban housing is
scarce and expensive in productive places where innovative
sectors are clustered. Millennials are the most educated
generation in American history. We all benefit when smart
people are using their skills to their fullest potential.
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Society must allow the world to be adapted and rebuilt for
the realities of the 21st century, not the dreams of the 20th.
And that means reforming the nation’s land use rules.
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Liberalizing Securities Regulation:
How to Boost Startups and
Democratize Capital Markets
By Ari Blask
While most Americans are familiar with the highly
successful startup firms that have developed and grown
during the digital technology revolution – the likes of
Microsoft, Google, Facebook, and Uber – they are less
familiar with the economy-wide decline in entrepreneurship
during roughly the same time period. For example, the ratio
of new firms to all firms in the American economy dropped
from 15 percent in 1978 to 8 percent in 2011.1 More
worrisome still are assertions by prominent economists like
Tyler Cowen and Larry Summers that the decline in new
business starts contributed to the weak post crisis recovery
and might be play into the ‘secular stagnation,’ a trend of
lower long run growth that they and other economists have
predicted.2
Why are successful new firms so integral to a
healthy, growing, economy? Entrepreneurship plays a key
role in the productivity increasing process of creative
destruction. New firms have a greater incentive to innovate
and often drive change in a given industry.
It should be clear to policymakers that fostering a
business climate where entrepreneurs can succeed should
be a top priority. However, many of the laws and
regulations that govern processes by which new firms raise
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capital stem from the New Deal and mostly function as a
barrier between investors and new businesses. Particularly
concerning are the restrictions on the sale of securities.
Selling stock has always been a necessary means of raising
capital for firms looking to scale rapidly (think a very
successful tech firm, like Uber), but recently has become
more and more attractive for new and small businesses.
Changes in the lending market post financial crisis,
including the decline in community banks and increased
regulation mandated by Dodd-Frank, have made it more
difficult for small firms to finance the start or expansion of
their business through borrowing.3 Selling securities is
therefore an integral method for small and new businesses
of all stripes looking to raise capital.
Considering both the general trend of declining
numbers of successful new businesses and the specific post
crisis and post Dodd-Frank credit tightening the regime
governing the issue and sale of securities is particularly
unfortunate. Securities law restricts the rights of individuals
and firms to freely contract because of the assumption that
some investors do not have the requisite wealth to cope
with losses or the knowledge to be held responsible for
them. Regulators force firms to file a series of costly
disclosures and restrict investors from purchasing certain
securities, using qualifications like income and financial
sophistication to determine which individuals can
participate in the market and which cannot. The statutes
and regulations that implement these disclosures and
restrictions are rather complex, and feature a myriad of
legal categories, strictly defined terms, and discretely
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carved out exemptions. Ideal securities law would be much
simpler, allowing for freedom of contract and limiting
prohibitions to deception and fraud.
The difficulty businesses have recently faced in
raising capital has not gone unnoticed by policymakers. In
2012, the Jumpstart Our Business Startups (JOBS) Act,
which passed Congress with large bipartisan support,
altered some of the laws governing the issue and sale of
securities. Political proponents described the legislation’s
goal as the reduction of the regulatory burden faced by
businesses attempting to raise capital.4 However, the JOBS
Act’s ultimate effect on capital markets will be small. The
legal changes, even though beneficial, are mostly
superficial, because left unaddressed are both the
underlying premises of securities law that restrict freedom
of contract and the excessive complexity of securities
statutes and regulatory code.
After describing the historical origins of securities
regulation, this chapter explains three major areas of
securities law in the context of the recent JOBS Act
changes, and offers recommendations for how the law can
be revised to ensure a freer and more growth conducive
system.

The Origins of American Securities Law
Laws regulating the sale of securities first appeared at the
state level during the Progressive era, and are often referred
to as the blue sky laws. Kansas passed the first blue sky law
in 1911, and these laws quickly spread to other states:
before the great depression forty-two states had regulations
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governing the issue of securities on the books. The statutes
in some states like Kansas contained merit reviews,
allowing regulators to prohibit the sale of the security if
they thought it would make for a bad investment. Laws in
other states contained narrower prohibitions against fraud.
Why such a sudden onset of new regulations?
Proponents of securities regulation, both during the
Progressive era and in later periods, justified the blue sky
laws by arguing that a “fraud wave” showed the public
interest necessity of closely governing the issue of
securities. However, there is little evidence of either a spike
in fraud or financial losses due to securities trading during
this period. Rather, as with other progressive era statutes,
the invoking of the public interest served as cover for the
real, special interest driver of policy.5 For blue sky laws,
that driver was small banks; collectively, and across state
lines, they successfully lobbied for the regulations. Due to
prohibitions on branch banking, small, localized banks
served as the main option for consumers seeking to deposit
money and earn interest in the decades surrounding the turn
of the 20th century. Local banks feared the competition
brought on by stockbrokers offering depositors the chance
to invest in securities, especially since national banking
laws liberalized in the first decade of the 20th century.6
The Great Depression brought the regulation of
securities at the federal level. Politicians argued that new
firms and the investment banks responsible for facilitating
the sale of securities for newly public companies often
concealed information to potential investors. The 1929
crash motivated such skepticism about the securities
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market, with politicians and lay people alike wondering
how the value of shares in publicly traded companies could
plummet so quickly. Investment bankers received much of
the public and political blame, and proponents of regulation
portrayed the 1933 Securities Act as a way of reining in
that industry. Investment banks underwrote the shares of
newly public companies and, as is typical of arrangements
between issuers and underwriters, the investment banks
bought stock from these firms at a discount and then sold
the shares to the public, earning the mark-up as their fee.
After the crash, angry investors wondered how investment
banks had made profits underwriting stocks that lost much
of their pre depression value. The intended remedy in the
1933 Securities Act was disclosure.
Rather than the prudential style of state level merit
reviews, the 1933 law attempted to make sure key aspects
of the transactions between a firm going public and its
underwriting investment bank were available to potential
investors. The Securities Act required a disclosure of both
the agreement between the investment bank and issuer, and
the issuer’s audited financial statements.
The 1934 Securities Exchange Act dealt with the
secondary public trading of securities in financial markets,
requiring publicly traded companies to make a series of
quarterly and annual filings, among other disclosures, with
the newly created Securities and Exchange Commission.
As with the state level blue sky laws, the ’33 and
’34 Acts helped a key special interest group. Even though
investment banks were a subject of the ire that led to the
laws, increased regulation helped the largest underwriters at
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the expense of newer, smaller competitors. The restricted
and formalized process of going public brought on by these
laws constricted the investment banking market and
consolidated the power of big New York firms.7

Securities Regulation Today
Even though securities regulation originated from the worst
aspects of Progressive and New Deal public policy, the
same logic, and more or less the same laws, govern the
offering and sale of securities today. Smaller firms and
investors suffer greater costs, or are even shut out of the
market, by mandatory disclosure requirements and laws
that restrict certain investment opportunities to only the
wealthiest investors.

Public Offerings and the Failure of Mandated
Disclosure
As required by the 1933 Securities Act, firms that want to
sell securities must either go public or qualify for an
exemption. Completing an initial public offering (IPO) is a
complex process, designed so that only mature firms can
navigate it. The average cost of an IPO is estimated at
around $3 million, due to the fees charged by the lawyers
and accountants that prepare the disclosure.8 The costs to
comply with these mandatory disclosures is about the same
regardless of the size of the IPO. Since regulatory costs are
more or less fixed, firms raising relatively small amounts of
capital from an IPO have to account for the same regulatory
costs as larger counterparts. The regulatory costs associated
with being a publicly traded firm do not end after going
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public. All public companies file annual 10-K reports,
quarterly 10-Q reports, and significant event 8-K reports
with the SEC.
Both the initial disclosures necessary for filing an
IPO and the subsequent annual and quarterly filings are
costly not only because of the time and expertise required
to accurately issue these documents. Disclosures reveal
sensitive corporate information that can be valuable to
competitors. Form S-1, which all firms undergoing an IPO
submit to the SEC and is subsequently available for public
review, must include a detailed written prospectus that
substantively outlines the firm’s business strategy, risk
factors, and financial conditions. The Form 10-K requires
submitting an annual update of that information, in addition
to information about executive compensation and corporate
governance.
The financial and competitive costs associated with
disclosure discourages firms from going public.9 The
suppressing effect of regulation on IPOs was amplified in
2002 when, in response to the Enron scandal and tech
bubble, Congress passed the Sarbanes-Oxley Act. The law
heightened the disclosure mandates imposed on public
companies, required more detailed submissions of a
company’s financial condition, balance sheet, sources of
revenue, and corporate structure.10 These accounting and
disclosure requirements added significant costs to public
firms, and especially hurt midsize and smaller public firms.
By 2006, two years after the Sarbanes Oxley auditing
requirements had fully taken effect, the annual accounting
costs for medium capacity public firms had about doubled,
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while small cap public firms faced 120% increased costs on
average.11 The extra compliance costs Sarbanes Oxley
imposed likely accounted for part of the drop off in IPOs in
the 2000s. The average number of IPOs per year dropped
from 310 during 1980-2000 to 99 during 2001-2011.12
Instead of going public, many new, growing firms
are opting to be acquired by existing, larger firms. The ratio
of public firms that acquire a new company annually to the
total number of U.S. based public firms has risen sharply in
the last decade compared to the 1980s and 1990s.
Researchers from the University of Minnesota and Toronto
attribute that trend directly to Sarbanes-Oxley, noting that
the increased compliance cost changed the incentives that
firms consider when deciding between an IPO and
merging/acquisition.13 That so many firms opt to merge
rather than go public is not ideal. There is no perfect or
natural ratio of private to public firms, or metric for
showing which firms should be public and which should
not be. However, the decline in IPOs has corresponded to a
more general decline in the total number of publically
traded companies in the U.S., and there are signs this
decline has negative implications for free competition.
Essentially, securities regulation is serving as part of a
barrier to entry that insulates large public companies from
competition by like sized firms.14 Policymakers should be
concerned that disincentives to going public are fueling
changes that result in a less competitive economy.
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Policy Suggestions
Libertarians can debate whether mandatory disclosure
should be abolished entirely. After all, government forcing
companies to release information supersedes the basic
rights of sellers to contract with buyers. Without mandated
disclosure, firms would still release information necessary
to attract investors, even if this information would not be
consistent from firm to firm, or from investor to investor.15
Short of a full implementation of a market
disclosure system, it is clear that oftentimes the costs
disclosure adds to firms does not exceed the value derived
by investors from accessing the disclosed information
publically. This much is evident because of the JOBS Act,
which created a new classification for a public firm, called
an emerging growth company (EGC). The law exempted
EGC’s (public firms with under $1 billion in revenue) from
most of the new reporting requirements added to the books
by Sarbanes-Oxley for the firm’s first five years as a public
company.
In the years since the JOBS Act went into effect,
there has been no discernable increase in fraud by EGCs
relative to other public firms.16 Moreover, researchers from
the University of Chicago and University of Michigan
found that, controlling for trends in the general market, the
value of IPOs for EGCs has been 3-4% higher since the
JOBS Act. Essentially the market values the benefits of
EGC status, reduced compliance costs and lack of trade
secrets out in the open 3-4% more than information that is
now not disclosed at the time of the IPO.17
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The trend of declining IPOs and the success of the
JOBS Act’s EGC designation suggests the need for a
systematic review of the current disclosure regime.
Policymakers should at the very least extend the disclosure
reductions granted to EGC’s to all companies considering
an IPO. Not only has the reduced regulatory burden
associated with the ECG designation been shown to
increase the market value of firms, preliminary evidence
suggests the provision has encouraged companies to go
public as well.
In 2014, 275 companies underwent IPOs, the
highest number since the dot com bubble burst in 2001.
84% of those companies qualified for EGC status.18 That
number, however, fell to 170 in 2015. The relatively low
number of public offerings this past year can be explained
in part by factors exogenous to securities regulation, like
poor performance in equity markets and speculation over
interest rate policy.19 Still, corporate finance experts and
other analysts suggest that the post IPO jobs market to date
shows that while the JOBS Act changes were beneficial,
they did not go far enough to ensure a consistently robust
IPO market.20
Congress should consider a full repeal of SarbanesOxley, given the stark changes in American capital markets
and corporate finance since its passing.21

Private Placements and Artificial Barriers
between Investors and Firms
Private placements allow firms to raise capital without
selling securities in the public capital markets. Any firm,
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including large public firms, can use a private placement to
raise money, as long as the offering complies with SEC
rules. However, most private placements are used to raise
$1-$5 million, showing that private placements are
primarily used as a capital raising tool by smaller, privately
held firms.22
Unlike with public offerings, private placements
allow firms to sell securities without making the array of
expensive and comprehensive disclosures. This makes
private placements a good option for firms wanting to sell
securities that cannot or do not want to go through the
entire IPO process. However, the private placement
exemption has drawbacks as well. Specifically, the law
only allows firms to sell their securities to certain kinds of
investors. The law differentiates between “accredited” and
“non-accredited” investors, and assumes that only
accredited investors can be trusted to purchase securities
without the aid of a mandated disclosure. The accredited
investor category is defined by wealth for individual
investors. Aside from executives and directors of the
issuing firm, to be an accredited investor an individual must
have more than $1 million in personal wealth, excluding
the value of their primary residence, or $200,000 a year in
annual income or $300,000 jointly with a spouse.
Institutional investors, like hedge funds, private equity
funds, venture capital firms, asset management companies,
and nonprofit endowments also qualify as accredited
investors.23
To see how the accredited vs. non-accredited
distinction excludes regular people from buying privately
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offered securities, consider SEC rule 506 under Regulation
D, the most common rule that firms use to conduct a
private placement. Under that rule, firms can sell securities
to an unlimited number of accredited investors. By contrast,
the firm can only sell securities to thirty-five nonaccredited investors. Additionally, sales to non-accredited
investors must be accompanied by significant disclosures,
similar to the ones made by companies conducting a public
offering.24
If not for the legal restriction, private placements
could be an attractive investment opportunity for nonaccredited investors. Private placements offer investors the
chance to buy equity in a firm that is more than an idea but
hasn’t fully gotten off the ground. Additionally, shares in
private equity funds, real estate investment trusts, and
hedge funds are most commonly privately offered. Regular
investors are therefore effectively barred from investing in
these vehicles.25
Investors who are denied the chance to buy into a
private placement and firms that lose potentially valuable
investors are both victims of faulty logic about investment
risk. The rationale behind preventing insufficiently wealthy
persons from buying privately offered securities is that a
certain amount of wealth is needed as a cushion from
losses. While it may be true that an investor that has less of
his or her net worth tied in one particular asset is not as risk
exposed than a counterpart with a greater percentage of
their wealth tied in the asset, the accredited investor
standard does not and cannot fully mitigate risk. Is a retired
investor with no knowledge in a given industry better
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equipped to make an investment decision than a young
worker in that industry, who lacks the same kind of
financial reserves but is knowledgeable about a company
and its line of business? Or is a regular, retail investor so
vulnerable to losses that he or she would not benefit from
moderate exposure to hedge funds, private equity funds,
and real estate investment trusts? The wealth based
accredited investor category cannot adequately measure
investor competence nor protect against investor losses.
The economy and individual investors are too
complex for a regulatory agency to know which investors
should or shouldn’t be allowed to invest. This is to say
nothing of the paternalistic aspect of wealth based
restrictions on economic activity.

Policies and Recommendations
Policymakers ought to focus on ending the current
dichotomy in investment opportunity that exists between
accredited and non-accredited investors. The easiest way to
accomplish this, of course, would be to simply do away
with all wealth based restrictions related to the offer and
sale of private placements. Short of this move, regulators
and legislators should consider alternative methods to allow
non-accredited investors similar access to the private
market. One way would be through mutual funds, allowing
non-accredited investors to invest in funds that specialize in
investing in private companies. SEC rules currently require
mutual funds to value investments in private securities at
their liquidation value, or the value they could be
immediately sold for on the market. In addition, SEC rules
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also mandate open ended mutual funds, or mutual funds
that redeem shares in cash, limit illiquid investments at 15
percent of total assets. University of Georgia’s Ushua
Rodrigues argues that the liquidation measure of valuation
does not accurately project an underlying investments value
if the investment is betting on the future, long term growth
of a young firm.
Changing valuation rules and removing the 15
percent cap might allow open-ended mutual funds to invest
a significant portion of their assets in private securities, and
would encourage investment companies to raise closed end
funds (publicly traded mutual funds where shares can only
be sold on the market, rather than redeemed for cash) solely
devoted to that purpose. In fact, Arizona State’s Zachary
Gubler points out that before the SEC issued rules requiring
funds to value assets at their immediate sale prices and
capped illiquid security investments at fifteen percent of
assets, some open ended funds invested upwards of 25
percent of assets in stocks.
A few specialized mutual funds designed to take
advantage of the private market invested more than 70
percent of all assets in private securities in the 1960s,
prompting the SEC to issue its first valuation rule.

The JOBS Act, Crowdfunding and Reg A+
The term “crowdfunding” refers to a process by which
large numbers of individuals provide funds for a project,
whether capital for a firm or funding for another type of
venture. Crowdfunding has become more popular and
received more popular attention due to internet platforms
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like Kickstarter and GoFundMe, which allow startups to
pitch their ideas and request funding from just about
anyone. KickStarter and GoFundMe have been around
since 2009 and 2010, but until the JOBS Act firms could
not legally use these platforms to sell securities. Pre JOBS
Act crowdfunding sites served as donation platforms rather
than as a true capital market.
Why hasn’t crowdfunding always been legal?
Remember, for a firm to legally sell securities, it must
register with the SEC and become a public company, or
qualify for an exemption. Crowdfunding doesn’t qualify as
a traditional private offering because, by definition,
investors in a crowdfunded offering are “the crowd,” not a
limited group of investors, such as accredited investors.
Although other exemptions exist in the securities laws,
none was suitable for crowdfunding. Public offerings are
meant for larger and more established firms, and SEC rules
make going public so expensive that most new or small
firms do not consider IPOs an option. Therefore, there was
no way for small firms to feasibly sell securities to the
general public prior to the JOBS Act. The one exemption
available for small firms looking to publicly sell securities
before the JOBS Act, Regulation A, was so unworkable
that it had almost completely fallen out of use. That
exemption allowed for public offerings of less than $5
million without the entire IPO disclosure process, but these
offerings were subject to state level review, the blue sky
laws mentioned in the history section.
The JOBS Act legalized crowdfunding by creating a
new exemption, Regulation CF, allowing firms to sell up
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to $1 million of either or a mix of debt and equity
securities. The firm also must disclose information to the
SEC, such as description of its business plan, financial
statements, capital structure, how it will use money from
the sale, and what the price of the securities will be.
Buyers are restricted in how much money they can invest;
individuals with annual income or net worth less than
$100,000 can only invest the greater of $2,000 or 5 percent
annual income in a crowdfunded security in a year, or the
lesser of $100,000 or 10 percent for individuals with
income or net worth greater than $100,000. Funding
portals, or online platforms that list crowdfunded
securities, are also subject to requirements and must
register with the SEC.
Legalizing crowdfunding was obviously a step in
the right direction; however restrictions in the law and in
subsequent SEC regulations limit the viability of
crowdfunding as a capital raising mechanism. The rules for
crowdfunded offerings are too burdensome for new firms,
and too costly considering that firms can only raise
$1million. These rules include significant annual
disclosures, and accounting standards inconsistent with the
practices of small businesses. Also, companies that reach
a certain threshold of assets and shareholders of record
must typically register with the SEC as public companies.
Although Regulation CF includes an exemption from this
requirement – a necessity considering the number of
shareholders a crowdfunded entity could quickly amass –
the exemption is conditional, meaning that even a minor
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slip-up could expose the company to liability or require it
to go public.
While the JOBS Act limited the crowdfunding
exemption to $1 million, restricting the possibility that
firms could bypass the typical IPO route for midsize and
large public offerings, the JOBS Act also altered another
exemption, Regulation A, which might allow some firms
to raise up to $50 million through mechanisms somewhat
similar to crowdfunding. Regulation A fell out of use after
1996. Before then, both Regulation A “mini IPOs” and
Regulation D private placements were subject to state level
securities regulations. A 1996 law exempted Regulation D
offerings from state level review, and while Regulation D
offerings had always been more attractive than Regulation
A offerings for smaller firms, the state level exemption for
Regulation D tipped the scales completely. In 2011, for
example, there was only one qualified Regulation A
offering, compared to at least 8,194 Regulation D
offerings.
The JOBS Act created a new type of Regulation A
offering, dubbed Reg A+ by some analysts, which allows a
firm to issue $50 million in securities and exempts some
offerings from state level review. Based on changes in the
law, the SEC created two tiers of Regulation A offerings.
Tier 1 offerings are capped at $20 million and are subject
to state laws. Tier 2 allows for offerings up to $50 million
and are exempt from state level review. Tier 2 implements
greater disclosure and accounting requirements on the
issuing firm. The SEC only finished rulemaking for
Regulation A+ in June of 2015, so its long term impact on
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the securities market is not yet completely known.
Because of the disclosure requirement the exemption will
not suit small companies without the ability to pay for
moderate legal and accounting expertise. However, the
new exemption will likely have salience to crowdfunding
companies that wish to form internet based investment
companies. For example, Fundrise, a real estate investment
company, recently issued securities for under Regulation
A+ for its “eREIT,” or crowdfunded real estate investment
trust.
Like companies that raise capital through portal
sites like GoFundMe, Fundrise intends on funding its
REIT through many small investments, made by nonaccredited investors. Regulation A+ allows Fundrise to sell
securities to the non-accredited public without being
subject to the $1 million cap in the crowdfunding
exemption. As a larger company Fundrise has the ability to
pay the requisite disclosure costs, and as a company
looking to raise money for its fund from the non-accredited
public Fundrise cannot raise capital via a private
placement. Therefore, the Fundrise eREIT could only be
possible through the Reg A+ exemption.

Policy Recommendations
The final rules for crowdfunding were only finalized in
October 30, 2015 and do not go effective until May 2016,
while the Regulation A+ rules were finalized only in June
2015, so it remains to be seen how useful the crowdfunding
capital raising mechanisms will be for firms. In theory, a
liberalized investment crowdfunding system would provide
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advantages not available through an IPO or other
exemptions.
Under the current regime, investment crowdfunding
is the only real way for non-accredited investors to
purchase securities in firms that are too small or new to
partake in an IPO. Policymakers need to make sure that
regulation does not kill the potential of this new capital
raising vehicle. A better regulatory system would provide
more cohesion between the exemptions for small scale
crowdfunding and the Regulation A+. They could keep the
$1 million cap on a crowdfunded issue and remove the
disclosure requirements that defeat the point of small
offerings, while leaving more rigorous disclosure standards
for larger firms or investment companies that use
Regulation A+.
Policymakers should allow securities bought under
Regulation A+ to be sold on the secondary market; a major
concern for potential investors in Fundrise’s eREIT is lack
of liquidity. Also, policymakers could allow for
crowdfunding funds, or investment vehicles that buy equity
in many different crowdfunding offerings. Allowing
investors to achieve more diversity through the use of this
kind of financial tool would mitigate the risks of investing
in crowdfunded offerings.26

Conclusion
The libertarian approach to capital market policy should
have broad political and popular appeal. The current system
benefits investment banks and lawyers that are paid to
untangle the draconian regulatory system. Losing out are
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firms of all sizes and investors, particularly non wealthy
investors, who are restricted from fully participating in the
securities market.
Even though the JOBS Act was flawed and limited,
it should be encouraging that Congress passed a bill
liberalizing policy with strong bipartisan support. The Act
contrasts the general crisis-regulation path dependent spiral
famously theorized by Robert Higgs, and exemplifies just
how unwieldy and ripe for reform the current policy
landscape is.27 And, with growth still stagnating, the time is
ripe for any policy changes that encourage innovation and
boost start-ups and small businesses.
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Un-Breaking the Welfare State
By Charles Hughes
Our welfare system has proven remarkably resistant to
change while at the same time failing almost everyone
involved. It fails the low-income people who participate in
the programs and the taxpayers who are forced to finance
them. These failures come with steep human and fiscal
costs, and each additional year of inaction compounds
them.
The serious flaws make it fall far short of its
intended goals, and its structure leads to a negative
feedback loop that resists change and perpetuates these
problems. Policymakers must pursue comprehensive
reform to address the many failings of the status quo. There
are limits to what welfare reform, or even a well-designed
anti-poverty system can achieve. No welfare system will be
perfect, but we know the current suite of programs do not
effectively address the struggles of the nation’s poor.
Improvements in this sphere will not address other issues
that contribute to the problems of poverty like lowperforming schools or high rents in major cities.
Nonetheless, the welfare system in its current form
often exacerbates the very problems it is designed to
address, and improving it will make a tangible difference in
the lives of millions of people and potentially save
hundreds of billions of dollars. The tangled web of
programs can often discourage work or put a hard cap on
the standard of living a participant can hope to attain.
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Paternalistic programs get the government involved in too
many aspects of participants’ lives. States have limited
flexibility in designing and implementing welfare programs
to best address the specific poverty related problems they
face. Meanwhile, there are limited accountability and
enforcement mechanisms to try to ensure that resources
flow to the best programs, while ineffective ones are
phased out. It is not a lack of resources, but that the poverty
relief system is poorly designed and resistant to reform.
Each year without meaningful reform increases the human
toll it takes on the lives of the people stuck in these
programs, and wastes another trillion dollars of taxpayer
money with little to show for it.
Some of the worst failings of the current system can
be traced back to the ad hoc way in which the different
forms of poverty mitigation were woven together over
time. Before the inception of the War on Poverty, new
problems would arise and the government would create a
new program intended to address them, so over time more
and more strands were woven into the tangled web of
programs. These programs target different populations and
focus on different things related to the problems people in
poverty face. In a recent report, the Government
Accountability Office identified 82 different federal
programs for low-income people touching on a wide range
of policy spheres, ranging from 14 housing programs to 12
food assistance programs. A related chart from the House
Ways and Means Human Resources Subcommittee
illustrates the complexity of the current web of programs.1

120

A bevy of different federal departments and
agencies administer these various programs with little
coordination and little consideration of how the different
strands of the welfare system interact with each other. In
combination, these programs can create scenarios where
low-income people face prohibitively high marginal
effective tax rates (METRs) that can discourage work. In
these situations, a single mother striving to create a better
life for her family would see little to no tangible increase in
her family’s standard of living even if she worked more
hours or got a promotion because she would lose most of
her additional earnings to tax increases or benefit
reductions. In fact, families just above the poverty line can
face some of the highest marginal effective tax rates in the
country.2
Half of the households just above the poverty level
face an METR of roughly 34 percent or above, higher than
the median for any other income group. The ten percent of
the households just above the poverty level face an METR
of almost 66 percent, meaning that for every additional
dollar they earn, they lose at least 66 cents to reduced
benefits and increased taxes. This same pattern holds to a
lesser extend for households just below and those between
150-199 percent of the poverty level. Despite the focus on
middle class taxes or taxing the one percent, it is families in
and around the poverty level stuck in the web of welfare
programs who face the most prohibitive marginal effective
tax rates. These high rates can act as a poverty trap that
makes it more difficult for participating families to
eventually transition out of the programs and into the
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American middle class and degree of prosperity and
independence.
Too many families can get caught in this web,
languishing in these programs and unable to get back onto
the path of pursuing the American Dream. Recipiency rates
for means-tested programs reached an all-time high of
almost 24 percent.3 At the same time, the dependency rate
(family gets more than half its annual income from meanstested cash welfare and/or food stamps) remains above 5
percent. For female-headed households things are even
grimmer: the recipiency rate is 56 percent and the
dependency rate is almost 16 percent.
Not only are more people participating in these
programs, many households are in them for a long time:
Around 35 percent of households in the food stamp
program remained there in excess of 20 months, and over a
decade almost 30 percent of TANF recipients were in the
program longer than 3 years.4 The current system is not
effective in helping participants transition out of the
programs and lift themselves out of poverty. Streamlining
these many programs into a more consolidated funding
stream would make it easier to reduce the instances of
prohibitively high marginal effective tax rates and
encourage work, and would be a significant improvement.
The structure of the current system, with the
preponderance of in-kind programs like Medicaid that
provides health insurance or the Supplemental Nutrition
Assistance Program (SNAP) that provides funds
specifically for food, divert many of the resources intended
to help low-income people to other parties, and lead to the
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heavy paternalistic hand of government getting involved in
the lives of millions of people. In these in-kind programs,
the funds of these welfare programs do not flow to the lowincome people they target, but instead to some third party
that provides the service or sells the product. In some cases,
the primary beneficiary of this kind of programs is actually
not the low-income people it purports to help, but the
provider.
A recent NBER working paper by Amy Finkelstein
and others applied a welfare analysis to the Oregon Health
Insurance Experiment and found that the “welfare benefit
to recipients per dollar of government spending is roughly
between $0.2 and $0.4,” and that $0.6 of every dollar of
government Medicaid spending accrues to the providers.5 A
similar dynamic can be seen with major corporations like
Pepsi and Kraft Foods lobbying for SNAP because it gives
them a captive market of potential customers as SNAP
participants can only use those benefits for certain things
like food and drink.6
In many of the programs, a significant portion of the
resources ostensibly being used to help low-income people
are actually going to government administrators or third
parties. At the same time, many aspects of the welfare
system impose paternalistic restrictions on low-income
people: giving them in-kind benefits that can only be used
for a narrow intended purpose is just the most widespread
form this paternalism takes. Some states require applicants
to undergo drug testing, or have discussed restrictions on
what benefits can be used for and how much participants
can withdraw at an ATM at any one time.7 The current

123

system fails almost everyone involved, but no one more so
than the low-income people participating in them by getting
the heavy hand of government involved in too many
aspects of their lives while imposing prohibitively high
effective tax rates that discourage work, in too many cases
serving to trap them in poverty.
The current system’s resistance to change makes
meaningful reform difficult to achieve. Ineffective
programs continue year after year, receiving more funding
while doing little to actually help, and in some cases
making things worse. One of the few instances of welfare
reform in recent decades was the conversion of the bloated
Aid to Families with Dependent Children program into the
Temporary Assistance for Needy Families block grant,
which instituted a stricter work requirement and gave states
more flexibility in how they administered and designed the
program. While this reform was a measured success in
many senses, the experience with TANF conveys just how
difficult it will be to get any kind of long-lasting
comprehensive welfare reform. For one, this change only
reformed one individual strand of the web of welfare
systems, and to some extent other programs expanded to
take its place. The amount of time that has elapsed since the
last iteration of welfare reform is another daunting obstacle
to making substantial improvements to the current system.
TANF was created almost two decades ago. In the
intervening years, the vast majority of welfare programs
have rolled along year after year without much change. The
few changes that have been enacted usually take the form
of waivers from work requirements, as was the case with
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food stamps following the recession, or expanding benefit
amounts and eligibility. Even TANF has not been properly
reauthorized in almost a decade. Since that reauthorization
lapsed in 2010, a series of continuing resolutions, omnibus
bills and short-term extensions have kept the program on a
glide path.8 There is a faint glimmer of hope, as Congress is
currently working on a TANF reauthorization discussion
draft that would formally extend the program and seek to
address some of its worst shortcomings.9 It remains to be
seen if these green shoots of reform will blossom into any
kind of real change.
Even in the best case scenario only one small
component of the total welfare system would be improved,
and in the much more likely scenario that these reform
efforts never come to fruition, the flawed status quo will
continue unabated.
In addition to its resistance to change, the current
system also lacks measurement and accountability
measures that would give policymakers information about
which policies are most effective and financial incentive to
allocate resources to programs that are the best at helping
people escape poverty. Few of the dozens of different lowincome programs have clear accountability or enforcement
measures related to measurable program outcomes. Many
programs simply measure outputs like people enrolled or
the number of loans made for low-income housing repairs.
Even TANF, which ostensibly has some of the most
stringent accountability measures, has in failed to entice
some states to increase their work participation rates to the
level required by law. Here TANF falls into some of the
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same traps as other programs, in placing too much focus on
outputs like caseloads instead of participant outcomes like
percentage of participants transitioning into paid work and
remaining in it for an extended period of time. The current
system also encourages states to use gimmicks like
counting people who use diversion programs and were
already employed as meeting the work requirement to
artificially boost their participation rates. To some extent
the work participation rates do not even matter because
states fail to meet the required level year after year:
California, Maine and Oregon all failed to meet the law’s
required Work Participation Standard every year from 2006
to 2012.10 The lack of outcome measurement and
accountability mechanisms allows the current system to
remain ineffective, wasting taxpayer money one year after
the other all while incurring the very real human cost of
relegating millions of people to ineffective programs that
do not help them unleash their full potential and escape
poverty for good.
Poverty is a complex and changing problem, but the
current system is rigid and inflexible. States do not have
enough authority to design and implement welfare
programs best suited to the poverty they face. Poverty in
California is very different than poverty in West Virginia,
and requires different approaches and solutions. Besides the
variation between states, they dynamics of poverty change
over time. Programs designed for a time when poverty was
more concentrated in urban centers will be poorly suited to
addressing the new challenges associated with the
increasing suburbanization of poverty.11 Poverty is
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complex and changing, but this is not reflected by the
labyrinthine, rigid system in place now. There is limited
capacity to adapt to new developments or allow state and
local jurisdictions to tailor their policies to their specific
problems.
The welfare system as currently constructed is
deeply flawed and in need of serious reform. It fails
taxpayers by failing to shift resources away from failing or
ineffective programs, costing taxpayers a trillion dollars a
year with relatively little to show for it. It fails the lowincome participants by getting government involved in too
many aspects of their lives, diverting many of the resources
to third party providers, and in many cases actually making
it harder for people to lift themselves out of poverty by
imposing prohibitively high tax rates on them that
discourage work. It perpetuates these problems by being
rigid and resistant to change, and will only become less
effective as the face of poverty changes in the coming
years. Giving states a more unified funding stream will give
them more flexibility and mitigate the instances of high
marginal effective tax rates, while accountability and
enforcement measures tied to outcomes for low-income
participants will better incentivize them to make their
programs more effective. At the same time, this policy
innovation at the state level could allow for the
proliferation of policies that are the best at helping people
transition out of poverty. Each year of inaction is another
year millions of low-income people will be trapped in
programs that do not actually help them escape poverty and
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another trillion dollars wasted one a system that does not
produce results. We can do better. We must.
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Dealing with the Debt
By Harry Riegel
The federal government’s finances are in disarray. Years of
borrowing have caused the national debt to skyrocket, now
$19 trillion – nearly $59,000 per citizen.1 Debt creates a
drag on our government, diverting needed funds from
taxpayers and government services towards interest
payments on the debt that eat up 7% of the federal budget.2
America has struggled with debt since its founding, a
burden that has grown tremendously over the past few
decades. Instances of national debt crises around the globe
have called into question the financial soundness of
governments, wreaking havoc on the people’s prosperity.
When governments take on debt they commit to tax future
citizens for spending in the here and now. Yet these intergenerational transfers cannot go on forever. The nation
must face the debt it owes.
The need to “do something” about the debt is real.
Delay only makes it harder to address the problem in the
future. In recent years the Federal Reserve has kept interest
rates low. These low rates have kept the burden of debt
payments low.3 With the Federal Reserve beginning to
raise rates back to normal the cost of debt services is poised
to rise.4 Compounding projected deficits are expected to
push the debt higher unless substantial changes are made.5
America has a history of using debt financing. The
nation emerged from the Revolutionary War saddled with
debt. Starting with Thomas Jefferson, the politicians of the
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1800’s fought to control spending and pay off the debt that
they believed was a barrier to real independence. President
Andrew Jackson followed through on his campaign
promise by eliminating the national debt in 1835. This
success was short lived with new debt being issued in
response to the economic panic of 1837 – making the 18351837 period the only time America did not hold a national
debt. During the 19th century, principled frugality battled
spending surges needed to address both war and periodic
economic downturns, keeping the debt in check.
The turning point in America’s struggle with debt
began in the 1930’s.6 The 1930’s saw a rise in spending
levels, from less than 3% of GDP (Gross Domestic
Product) to today’s norm of 20% of GDP. Keynesian
economic models and the birth of entitlements programs
called for an increase in government spending – setting the
new spending norm. Now, entitlements eat up the lion’s
share of the budget, deficit spending habits of the past have
snowballed into a mountain of debt, and our nation has an
unfathomable amount of underfunded liabilities.7
Congress has tried to deal with the debt, but keeps
falling short. The Budget Control Act of 2011 (BCA) called
for a bipartisan super committee to create a solution for the
growing deficit. This effort failed and triggered automatic,
across the board spending cuts, commonly known as the
2013 sequester. The 2013 sequester merely slowed the
growth of spending, allowing for trillions of more deficit
spending to occur. The sequester cost savings were split
between defense and nondefense expenditures, largely
coming from discretionary spending with few cuts being
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made to mandatory spending - the main culprit of spending
growth. Congress delayed the sequester and then amended
it several times to diminish its impact, reducing the
discretionary cuts roughly by half through the Bipartisan
Budget Act of 2013. Politicians are well aware of the
detriment posed by the growing debt, but seem unwilling to
address it in a serious manner – fearful of losing political
support from special interest groups that benefit from these
spending programs.
The federal government is often depicted as a
comically overweight person. The first step in getting our
government in shape is putting it on a diet. The 2013
sequester was a good attempt at limiting our growing
spending habits. But the cuts were short lived, surrendered
in the name of political expediency to be repaid by empty
promises for cuts years down the road. Congress should
consider legislation that reduces levels of spending back to
the 2008 levels and then tie the growth of spending to a
manageable rate that reflects the growth of the economy
and inflation. Such a measure would seek to control the
growth of spending that often outpaces the growth in
revenues, leading to a booming deficit. Reductions in
spending must take place quickly, and be across the board
to ensure they actually happen before special interest
groups persuade politicians to delay reductions or create
special exemptions as has been done in the past.
Many bipartisan plans have been drafted that deal
with the deficit by fixing many of the flaws of our federal
government. After having worked together on the Fiscal
Commission, Erskine Bowles and Senator Allen Simpson
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drafted a new Simpson-Bowles bipartisan plan to correct
some of these flaws by reducing the deficit in an
economically responsible way. Despite the original
Simpson-Bowles proposal falling short of becoming law it
offers many a path for both parties to compromise and
actually accomplish something. Their plan addresses a wide
range of issues, from ending the penny, to revamping how
our government provides health care.8 Major changes to the
tax code or entitlement programs are politically toxic and
with our divided Congress change will only come if the
parties can compromise and work together.
And real change is needed. Entitlements – like
Social Security, which accounts for almost a quarter of
federal expenditures – have seen costs rise dramatically as
our nation’s demographics change and people live longer.
Payroll tax revenues meant to sustain social security now
are less than the outlays paid to recipients of Old Age and
Survivors Insurance (OASI) and Disability Insurance (DI)
benefits.9 This funding gap threatens these trust funds with
exhaustion that would result in immediate sharp cuts in
benefits or emergency appropriations coming from the
general fund. The Disability Insurance trust fund is
projected to be exhausted in fiscal year 2021 and Old Age
and Survivors Insurance exhausted in 2030.10 This real and
urgent problem stresses the importance of addressing these
programs with meaningful change now, before they
collapse. Otherwise, beneficiaries will face drastic sudden
cuts to their income or alternatively taxpayers will be left to
cover the considerable gap.
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The Simpson-Bowles plans address Social Security
with recalibrated numbers that preserve the pay-as-you-go
system by making it more progressive.11 While better than
the current “no action” strategy, the progressive nature
incentivizes people to minimize contributions and
maximize withdrawals, penalizing those that work hard and
save. Instead, adopting a system that allows the individual
more flexibility and more accountability is needed. After
the failure of its pay-as-you-go system, Chile adopted a
privatized system of individual capitalizations accounts
financed solely by the employee.12 This new system has
proven to be a viable option with a navigable transition and
has been adopted by several other nations in South
America. Learning from Chile and others, we can repeat
the successes of their program in the United States and
learn from their flaws, which include high administrative
costs.13 Fixing Social Security is not an option. Something
must be done, and the Chilean model could be a sensible
path forward for reform.
Even with spending caps and fixing minor flaws,
our federal government would remain simply too big. To
spend less money, federal government will need to do
fewer things and leave more activities to private actors and
state governments. While there will be costs to any
transition, cuts must come from somewhere, and not
everyone will make us immediately better off.
States need to step up to the plate if the federal
government is to pay off the debt. Over the years the
federal government has gotten involved in issues that
should be the responsibility of the states and local
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governments. Politicians routinely tap the federal coffers to
fund pet projects in their district; infamous “bridges to
nowhere” or “airports for nobody” abuse an already
overburdened federal budget and need to come to an end.14
States and local governments should be in charge of
building and maintaining roads and other forms of
transportation inside their state and cooperate with others
states to intertwine their routes. Indeed, inter-state
compacts on transportation projects such as tunnels and
bridges have a long history in America. With transportation
and infrastructure making up 3% of the federal budget,
shifting this expense to the states would be a meaningful
step in closing the budget gap and downsizing the federal
government. Devolving the interstate highway system
would be a necessary part of any move to get the federal
government out of the road-building business.
The same can be said for education, which has seen
costs rise and results flatten as the federal government
dumps money into school systems in exchange for their
acceptance of regulation.15 In taking power back from the
federal government, states and localities can replace
regulation with innovation. Education spending makes up
2% of our federal budget and phasing out federal subsidies
to the states would be a meaningful step in reducing our
deficit. For more on how to reform education spending,
please see the chapter in this book by Rachel Reese.
Then there are the programs and services that can
be replaced by the private sector. Take for instance the
United States Postal Service (USPS). The USPS is a
government enterprise with explicit authorization in the
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constitution (Article 1, Section 8).16,17 If the USPS were a
private firm, its 2014 revenues of $67.8 billion would rank
43rd among Fortune 100 companies, between MetLife and
PepsiCo.18 The federal government obligates the USPS to
provide certain services, like maintaining residential
deliveries six days a week. In return, USPS is afforded a
number of subsidies from the federal government such as
tax exemptions, funding, and monopoly rights.19 Despite
these government subsidies worth $18 billion annually, the
USPS continues to flounder, with losses averaging $6.4
billion each year since 2007.20 New strategies such as
rationalizing worker pay to be on par with comparable
private sector workers (currently 32% higher) can continue
to be tried, but more substantial reform would be needed to
truly fix the problems with the Postal Service. Privatization
of USPS has the potential to turn annual costly subsidies
into fully taxable revenue. Furthermore, the sale of the
USPS would generate immediate returns that could be used
to pay down the debt.
The privatization of costly government programs
and services is a great way to improve our fiscal state
because it removes drains on the budget, increases tax
revenue, and often provides a lump sum revenue boost.
This model of privatization can be expanded to other
government services. The Department of Transportation
(DOT) provides many services such as highways, rail
systems, and airports. Many of these services are supposed
to be self-sustaining by receiving funding from special
excise taxes, like the gas tax, or service fees, such as the
Transportation Security Administration’s (TSA) security
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fee. Like the USPS, these services create funding deficits
often filled with federal appropriations because more and
more, revenues are not able to cover bloated expenses.
While some of these responsibilities such as highway
maintenance may be better left to the states, some, the TSA
for example, are prime for privatization. These services,
once free of Congressional commands, will be allowed to
innovate freely and improve the quality of the service
provided. With time, rather than a drain on the federal
government’s limited resources, these privatized services
can instead boost revenue.
Using assets to pay down debt now can help
address the burden already accumulated. The US federal
government is able to rack up trillions in debt because it
has an expansive amount of assets. These assets are largely
a combination of buildings, land, physical assets, and
mining rights. The Institute for Energy Research (IER)
“estimated the worth of the government’s oil and gas
technically recoverable resources to the economy to be
$128 trillion, about 8 times our national debt”.21 Releasing
assets from political red tape would allow for hundreds of
billions in additional recurring revenue in the form of
royalties and lease payments to pour into state and federal
coffers.
Furthermore, the federal government, mainly
through the General Services Administration, owns and/or
leases nearly 10,000 assets or 362 million feet of
workspace with hundreds of buildings vacant or
underutilized.22 By selling unneeded buildings and
consolidating our government’s workspaces we could take
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in billions of additional revenue and cut down on costs. Our
government also holds the largest stash of gold in the world
worth almost half a trillion dollars.23 Selling some of this
asset, and others, could create a substantial down payment
on the debt bringing us closer to our goal of paying it off
completely. Furthermore, paying down the debt will
decrease the cost of debt services that are 7% of our
budget.24
The end goal of our mission is the reinstatement of
true fiscal soundness in American government. Not only
should we strive to be a debt-free nation, we must also fully
address future concerns such as our unfunded liabilities.
Spending must be controlled enough to provide for a rainy
day fund for unexpected expenses like a recession, war, or
natural disaster rather than relying on debt financing.
Simply passing a balanced budget rule will not solve the
problem. Instead, we need to set the norm to be a slight
surplus, rather than a deficit.
Americans should not let politicians play games
with the credibility of the U.S. government nor its fiscal
soundness. Taxpayers should call out any unnecessary or
unfunded bills and work to empower those that strengthen
our financial state. Countless debt limit votes, government
shutdowns and worries of a default do absolutely no good
for the American people. Reinstating fiscal soundness
allows us to deal with other issues more responsibly.
Spending initiatives, like new welfare or green energy
programs, will be more successful if the money promised to
these programs is set aside in advance, safeguarding it from
budget cuts down the road. Tax rates can be responsibly
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lowered as government spending, debt, and interest on debt
decrease. At the end of this process the vision is to see a
lean-but-effective federal government – a nation where the
people hold the politicians accountable for a responsible
budget and the politicians hold the bureaucracy accountable
for spending that money appropriately.
The national debt is a nonpartisan issue that matters
for all Americans, whether we wish it to be or not. $19
trillion has already been spent in our name, and taxpayers
must someday pay it back. At some point the interest
payments will grow unsustainable. Millennials know that.
We understand that the spending cannot go on forever.
Reform will be hard, but it will happen. The only question
is whether politicians will act like grown-ups, stop
procrastinating, and address the national debt.
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Let Healthcare Innovation Flourish
By Tom Capone
The millennial generation is one that values choice,
freedom, flexibility and personal control. They demand a
health system that accommodates these needs. However,
the healthcare system today still reflects the realities of our
parent's economy. A healthcare system that recognizes
these values requires regulatory reform, both on the state
and federal level. There are a number of innovations that,
fully realized, would expand personal choice and freedom
while providing cost savings to consumers, and would
make healthcare more millennial friendly.
On the Federal level, the most significant healthcare
reform that would benefit the millennial generation would
be to improve the way consumers go about paying for
health care services. Our current system places too much
power with employers and insurance providers, and as a
result, health care consumers lack full control over their
healthcare choices. The solution to this is to put control
back in the hands of consumers, since it is they who are
receiving, and ultimately paying for, the care.
Unfortunately, the Affordable Care Act moved us in the
wrong direction, placing even more power in the hands of
government, and doing nothing to empower the consumer.
Instead of promoting flexibility and choice, the ACA
imposes mandated coverage and restrictions on the types of
plans offered. It mandates insurance plans cover certain
benefits and preventive services, forcing consumers to pay
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for those services whether they want them or not.1
Whatever its intentions, it does little impede the rising cost
of healthcare2, at best it only shifts those costs.
Fortunately there are ways to bring about more
choice, flexibility, and efficiency into the healthcare
market, while reducing government and third party control
over our health care decisions. The use of what are known
as Health Savings Accounts (HSAs) can serve as a way of
transitioning towards a consumer oriented healthcare
system.3 With Health Savings Accounts the individual, not
the employer, gets to make decisions about what type of
coverage he or she will use, and which provider they will
purchase from. It means that insurance providers must
answer directly to the consumer, and be responsive to his or
her needs. It means being able to keep your plan, even if
you change employers.
In its current iteration, an HSA is an account that
allows you to save a portion of money, tax free, which can
be spent on certain out of pocket medical expenses, and in
certain situations health insurance premiums. However, in
order for these accounts to revolutionize the market for
health coverage and services, there needs to be some
significant changes.
First of all, in order for HSAs to serve as a viable
alternative to employer sponsored health insurance, we
should raise the annual contribution limit. For 2016, the
annual limit was $3,350 for individuals and $6,750 for
families. According to health policy expert Michael
Cannon, in order to turn HSAs into a real – and more
attractive – alternative to employer-based insurance, we
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would need to at least triple the respective amounts.4
Also, we must remove restrictions on who can open
an account. Anyone should be allowed to open an HSA
with any type of health plan, or even if they have no health
plan at all. Currently, in order to qualify for an HSA you
must have a “qualified health plan” as defined by the
federal government.5 Currently, only High Deductible
Health Plans (HDHP) are considered eligible under the
government’s definition. As a result, only a small portion
of the population is able to enjoy the benefits of a HSA. In
2015, a survey done by the Kaiser Family Foundation of
both public and private employers found that, of the firms
that offered health benefits, only “20% offered a health
savings (HSA) qualified HDHP.”6
There are also restrictions on how the money is
spent. To be tax free, the money must be spent on
“qualified medical expenses.” Unfortunately, the current
definition of “qualified” is restrictive, and limits the
account's usefulness.7 For example, as a general rule, any
drug or medicine your purchase using money from an HSA
must be one that requires a doctor’s prescription to obtain.
In addition, holders of HSA funds should face no
restrictions on the types of insurance plans they can
purchase. Currently, there are a limited number of
circumstances where one can use account funds to cover
insurance premiums. The most notable include paying for
continuation of coverage under COBRA, long-term care
insurance, and Medicare coverage for those over 65 –
excluding Medigap and other supplemental plans.8
Lastly, any reform of our health care sector should
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involve removing the beneficial tax treatment of employer
sponsored health insurance. Many have proposed either
capping the tax exclusion for employer sponsored health
benefits, or removing it altogether, thereby taking away the
unnecessary advantage that employer sponsored plans have
over plans purchased in the individual market.9 Doing so
would also eliminate the current incentive employers have
to purchase health benefits for their employees, as opposed
to simply giving them an increase in salary.
Removing many of the restrictions placed on HSAs
would make these plans a viable alternative to employer
sponsored health coverage. It would enable individuals to
fully take control of their health choices. No longer would
your choice of insurance policy be dictated your employer
– you can choose a health plan that best fits your needs.
Premiums, out of pocket expenses, provider network, all
those would be choices the consumer would get to make.
More personal control also means more transparency.
Providers of medical services would face more
competition, and therefore become more transparent to
those purchasing their services.
Most importantly, changing employers would not
necessitate a change in policy or provider. If you like your
health insurance plan, than the chances of keeping that plan
regardless of your employer situation greatly increase.
This last feature is particularly appealing since younger
workers are less likely to stay at one job for long period of
time.10 Employer-based insurance makes less sense today
than it did for previous generations of workers, for whom
there was less employment turnover and job mobility.
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But paying for healthcare is only part of the
problem. Millennials are concerned about the quality and
flexibility of service too. This would involve removing
various regulations at the state level. In particular,
reforming the rules and regulations that control the practice
of medicine itself would spur innovation and result in the
emergence of new and better healthcare business models.
One notable promising development that should
appeal to millennials is the emergence of what is
commonly referred to as “Telemedicine” or sometimes
“Telehealth.” Traditionally, a patient would meet with his
or her physician in person, the physician would examine
the patient in person. Telemedicine is a situation where the
patient and physician communicate through some form of
electronic means. As a result, a doctor (or a nurse) does not
have to be physically present to provide care to a patient.
Care can be delivered either by a phone call, email, video
chat, or another form of electronic communication.
The use of telemedicine services is nothing new,
however its use in the past has been limited to just small
segments of the population. For example, in the 1990's
physicians at the Mayo clinic – located in Minnesota –
provided care to residents of the Pine Ridge Indian
reservation located in South Dakota.11 However this project
was only viable with the special assistance of NASA,
which provided the use of one of its state of the art
Advanced Communications Technology Satellites.
However, the advances in internet access and
telecommunications capability that have occurred over the
past decade have made telemedicine much more
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technologically feasible, and therefore enabled it to serve as
an alternative to traditional methods. High speed internet
access is widely available, and smartphones, a product that
did not even exist a decade ago, are now ubiquitous. All a
patient has to do in power up their computer or smartphone,
and be in touch with a physician within minutes.
Consequently, a "visit" with your doctor can be more
convenient, quicker, and less expensive.
In just the past few years, a number of telehealth
companies have been created have come into existence.
Notable examples include such companies such as Teledoc,
Doctor on Demand, NowClinic, and NuPhysicia. These
firms recognized there was a demand for alternative forms
of medical delivery, and rose to meet that need.
Telemedicine has now become a viable industry.
There has been no evidence so far that telehealth
services result in a reduction in quality of care. A few years
ago, the RAND Corporation conducted a study of Teledoc
users in California. It found that “there is very little
evidence of misdiagnosis or treatment failure in Teladoc
visits."12 However, the study did caution that "the impact of
Teladoc on the quality of care is unclear.”
Telemedicine has the potential to dramatically
lower costs for the healthcare industry. A Towers Watson
report showed that the use of telemedicine could potentially
save $6 billion in healthcare costs.13 It is no surprise then
that many in the private sector has embraced it. Large
health insurers such as United health have partnered with
various telehealth companies to provide services to
policyholders in a number of different states.14 The well-
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respected Cleveland Clinic offers telehealth services
through the use of walk in kiosks where customers can go
to receive care without having to travel to the hospital
itself.15
The widespread use of telehealth services also has
the potential to make trips to the doctor more efficient as
well. When you see a doctor the traditional way, it not only
costs time to actually meet with the doctor, but you also
spend time travelling to see the doctor, time that could be
spent more productively. According to a recent study, a trip
to the doctor's office includes on average 37 minutes of
time spent traveling.16 Time that could be put to more
productive use then sitting in your car, or riding on the
subway.
With more people using online services, doctor’s
offices and ER facilities would be less crowded. Currently
many people visit an ER even if their ailments do not
warrant immediate medical attention. A survey done a few
years ago by Truven Health Analytics found that 71% of
emergency room visits “by patients with employersponsored insurance coverage are for causes that do not
require immediate attention in the emergency room, or are
preventable with proper outpatient care.”17 With more
convenient ways of seeing a doctor or nurse, fewer people
would spend hours in an ER waiting room.
Telemedicine is a natural fit for the millennial
generation. According to Pew Research Center "millennials
outpace older Americans in virtually all types of internet
and cell use."18
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While people may think that telemedicine primarily
used by older individuals, and those in remote areas, it is
increasingly becoming an alternative for people of all ages
– especially millennials. Unfortunately, the current state of
regulation has a ways to go. In many instances, current
rules regarding the practice of medicine interfere with
patients' ability to take full advantage of this innovation.
Fortunately, many states are working on legislation that
will put telehealth providers on par with more traditional
means of delivering care.19
One area for regulatory improvement is the issue of
doctor licensure. As a general rule, when there is an
interaction between a patient and a doctor, where the
patient is in one state, and the doctor is in another state, the
doctor must be licensed in the state where the patient is
located. In most states, it is not sufficient for the doctor to
be certified to practice medicine in his own state, the only
thing that matters is whether he is certified by the medical
board of the state where the patient is physically present.
As you can imagine, this severely limits the potential use of
telemedicine. It also puts a limit on a patient’s ability to
receive care. Removing this restriction would benefit both
patients and physicians.
Say you want to consult with a physician in another
state. Due to geographical constraints, it would be costly
for, say, someone who resides in California to visit, and
receive a consultation from, a doctor who practices in say
Connecticut or Florida. But, it is significantly more
affordable, if all that California resident had to do was
video chat or email said doctor.
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To fix this issue, some states have been granting
what are known as “conditional” or “telemedicine” licenses
to physicians from other states.20 More states following this
approach would be a step in the right direction. An even
better idea would be to allow for complete licensure
portability when it comes to the practice of telemedicine.
That is, a state’s medical board could decide to recognize
the license of a doctor that is located in another state, and
licensed in the state he or she is located in, and allow that
doctor to practice telemedicine. So, for example, if a
licensed physician in Texas provides care via solely
electronic means to a patient in California, the medical
board of California will consider the Texas doctor’s Texas
medical license valid for the purposes of practicing
medicine. To be clear, California’s medical board would
still retain jurisdiction over out of state doctors who
provide care to patients located within California, and it
would be up to them to set the conditions for when an out
of state medical license is an acceptable substitute.
Another area for improvement is the number of
steps a doctor has to go through in order to treat a patient.
Each state has a set of requirements for what constitutes a
physician-patient relationship. In some states a follow-up in
person visit is required as well.21 In some instances, an
examination done via video may not be enough. However it
is best for the law to allow for a degree of flexibility. The
doctor and patient should be the ones deciding whether an
in-person consultation is necessary. The threat of medical
liability can be used to ensure that the physician acts in the
patients' best interests.
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Removing these regulatory hurdles will bring us
closer toward realizing a future where you “visit” any
doctor you want, at any time you want, and at any location
you want.
Every day more and more millennials come of age
and enter the workforce. Policies and regulations will need
to reflect this reality. A health system based on personal
control, efficiency, and innovation will best meet the needs
of young Americans.
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The Regressive Effects of Public
Education
By Rachel Reese
In the United States, and indeed much of the world today,
education is deemed immensely important by people across
the political spectrum and socioeconomic backgrounds for
a variety of reasons. Aside from increasing earnings,
education is necessary to create a knowledgeable and wellinformed citizenry in a democracy; to be globally
competitive in a world of ever-improving technology; and
to reduce the crime rate. However, people hotly debate the
best means of achieving widespread educational
achievement.
Proponents of a public education system argue that
because public education is a public good – it has social
benefits extending beyond the child – it would be
underprovided in a private market. Moreover, the
responsibility of making educational decisions falls on
parents, not students, so the government is necessary to
ensure parents invest in the “proper” amount of education
for their children in cases where parents might be negligent.
Even if poorer parents are perfectly altruistic regarding
their children’s education, they may not have access to
capital that would help them acquire the right amount of
education. For these reasons, the government has emerged
as both financier and manager of a public education system
to ensure both quantity and quality of education for all
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children.
This chapter argues that, contrary to the notion of
government promoting achievement, public schools have
been largely ineffective and have spawned a number of
unintended regressive effects. The perverse incentives
inherent in government owned and operated schools have
fostered rather than ameliorated inequality in schools,
promoted economic segregation, given rise to a massive
bureaucracy riddled with waste and inefficiency, and
restricted choices and opportunities for low-income and
minority groups. A private market, on the other hand,
largely mitigates these effects by fostering freedom of
choice for parents, and innovation and competition for
suppliers. Ultimately, an imperfect private market would
better achieve the ends of education. Throughout the
chapter, I assume the best case scenario that public policy
is purely altruistic and not the result of special interest
politics. Incorporating special interests into the analysis
would further weaken arguments for a public system and
strengthen the case for a system divorced from the public
sector.

Academic Achievement
The means chosen by advocates dating back to at least
Horace Mann in the 19th century – a public education
system for all students – has been an almost universal
disappointment. The last few decades have witnessed a
massive increase in federal, state, and local expenditures on
public schools with little to show for it. Adjusted for
inflation, spending has risen 1700 percent since World War
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II, which equates to about 5.8 percent per year; this growth
dwarfs both economic growth over the same time period as
well as the growth in any other sector of government.1 This
increased spending has contributed to the growth of a
bloated bureaucracy and substantial increases in
administrative and teaching staff, even during times of
declining enrollment. For example, in the five years from
1971-72 to 1976-77, spending increased 21 percent
(adjusted for inflation), professional staff rose 8 percent,
while student enrollment declined 4 percent.2 What was the
result of this massive injection of resources? During the
same time period, student performance – as measured by
test scores – declined.
The story is much the same for the rest of the 20th
century and into the 21st century. Andrew Coulson
extensively documented the relationship between
educational spending, staffing and test scores, and found no
link at all, as shown in Figure 1.3 Of 377 studies on the
relationship between spending and achievement, two thirds
found no relationship, and only 27 percent found a positive
relationship.4 Ultimately, the link between educational
resources and outcomes is at best ambiguous, and past
research certainly does not support policies promoting even
greater spending.
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Figure 1

Waste and Inefficiency
Some of the added spending in the public education sector
has clearly been misused, but the spending itself may also
have helped give rise to the stagnating results. As spending
increased, the number of employees has skyrocketed, and
evidence indicates a 1 percent increase in non-teaching
staff lowered scores 11.5 to 13.8 percent.5
A number of economists have also pointed out that
the introduction of a “free” public system encourages
parents to choose the public over the private sector. By
taxing citizens to pay for public schools, the government
makes individual families less able to afford private
schools, and the opportunity cost for those that can still
afford private institutions dramatically rises. The appeal of
free schooling often outweighs any perceived difference in
quality. As spending perpetually increases, fewer families
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choose private options, and the private sector has dwindled
to about 10 percent of enrollment. If public schools and
private schools performed at the same level for the same
cost, this transition would be neutral; however, the public
sector is utterly inefficient compared with the private one.
Public school expenditures eclipse private school
expenditures: nationwide, the average private school
expenditures per pupil in 1993-94 were estimated at
$3,116, considerably less than the $6,653 spent, on
average, on public school pupils for the same time period.6
As spending has soared and scores remained flat,
economists estimate the public sector productivity has
declined upwards of 30 percent.7 In 1982, before much of
the increase in public expenditures, the economist Jon
Sonstelie calculated the cost of private sector schools at 37
percent of the price of public schools of similar quality.8
Ultimately, the incentives inherent in a government
operated “free” school system have encouraged families to
choose the less efficient, lower quality option, resulting in a
substantial waste of taxpayer resources. Importantly, this
inefficiency is a feature, not a bug, of the public system.

Segregation
Perhaps a more significant result of the crowding out of the
private school sector over time is the residential segregation
that results from the public school system’s general reliance
on assigning children to schools based on residential
location. For families in the private school sector,
residential decisions are separated from choices in schools.
For public school families, however, housing decisions
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have traditionally been inextricably linked to schooling
decisions, as the residence a family chooses dictates the
schools for their children. Therefore, diminishing the
private sector and encouraging more families into the
public sector increases the importance of housing decisions
and fosters economic segregation.9
Over the last few decades, high income parents
have become less likely to live in neighborhoods with
lower income families, and evidence suggests that the
proportion of students in urban private schools negatively
correlates with economic segregation.10 In other words, the
more families resort to public schools, the greater the
economic segregation between neighborhoods and school
districts. Racial integration within schools is also much
more likely in private schools, so the increased reliance on
the public system has also reduced racial interaction in
schools. These effects have implications for academic
achievement, as economic and racial segregation reduces
academic achievement for students trapped in high poverty
or majority minority schools.11
Finally, this residential segregation has dramatically
increased the gap in housing prices between high income
and low income areas, which further reduces the ability of
low-income families on the margin to move out of high
poverty neighborhoods into relatively safer ones with better
schools. It follows that reducing the capacity of parents to
move their children to safer areas has auxiliary
consequences for long term upward mobility.12
So-called “white flight” is not primarily caused by
high-income families worried about racial or
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socioeconomic mixing in public schools. When parents
have access to private schools in urban areas, more families
choose to reside in poorer districts, thereby increasing
racial and socioeconomic integration and narrowing
housing price differentials. Access to private schools
successfully de-links housing costs from school quality.
Indeed, seven of eight studies confirmed that school choice
shifts students from more segregated schools into more
racially integrated schools, while one found no impact.13

Choice
One of the greatest injustices of assigning families to
neighborhood schools based on residential location is that
educational options are restricted to wealthier families.
Low-income and predominantly minority families are
generally denied choice. The consequence of neighborhood
schools is that wealthy families are able to afford either
private schools or housing in good quality public school
districts, while low-income families are trapped in
underperforming neighborhood schools with no recourse.
Paternalist advocates of the public system argue that
market systems inhibit choices because private schools may
be selective and engage in discrimination. However, these
critics of private educational markets ignore the barriers to
quality education for poor and minority families that exist
in the current public system, and overlook the many private
schools that currently operate for low-income students. As
Greg Forster puts it, “giving them a subsidy and then
sending them into the marketplace is precisely the way to
break down “privilege” and elevate the poor to equal
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standing.”14
Furthermore, these arguments fail to consider the
preferences of the families they claim to support. In recent
years, black and Hispanic groups have expressed a greater
preference for school choice policies than the general
public. In a poll conducted by Education Next in 2015, 65
percent of Hispanics and 58 percent of black respondents
supported a universal voucher program that would give all
children in public schools wider choice, compared with 46
percent of the general public. When asked about tax credit
scholarships, 62 and 60 percent of Hispanics and blacks,
respectively, favored the proposal, compared with 55
percent of the general public.15 It is clear that the groups
with the fewest choices in the current system are the ones
most eager to escape their local schools and exercise
choice.

Moving Towards Private Market Mechanisms
The public system fails not because of a few bad actors or
too little regulation, but because it is a system that by
definition must rely on clunky bureaucracies and systems
of management which unavoidably generate regressive
effects. Private market mechanisms, by contrast, undercut
the reliance on these arrangements and introduce
competition and the profit motive on the supply side, and
financial responsibility and choice on the consumer side. It
follows that transitioning from the current public system
towards a market system will diminish the regressive
effects detailed above.
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Many proposed school choice policies attempt to
introduce certain facets of a private market into the current
public system, and some have contributed to marginal
improvements; however, the more policies move toward a
fully privatized market, the more effective they will be in
mitigating harmful effects and spurring academic
achievement.
Charter schools – ostensibly public schools with
private management – are one avenue to increase choice.
These schools help to sever the link between housing and
schools by opening applications to families across the
district, alleviating the problems inherent in assigning
students to neighborhood schools. However, while charters
often face fewer regulations than traditional schools, the
regulatory burden remains daunting, limiting supply. One
exception is New Orleans – now about 93% charter schools
– which experienced dramatic increases in achievement in
the decade following Hurricane Katrina and the dominance
of the charter sector.
Vouchers similarly allow parents to separate
educational decisions from residential ones, and broaden
the market to include private schools. In this way, vouchers
encourage the development of more private options and
reduce demand for failing public schools. While all current
voucher programs are small, eleven out of thirteen
randomized trials have found positive academic outcomes
for voucher students. Additionally, 22 out of 23 studies
found that the competition spurred public school
improvement.16
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Scholarship tax credits incentivize individuals or
corporations to donate to scholarship granting
organizations, which then award scholarships of varying
amounts to primarily low-income or special needs families
for use in private schools. The added benefit of this policy
is that smaller, less bureaucratic private organizations have
an incentive to allocate resources more efficiently and are
in a better position to determine the award needs of
individual families. Moreover, taxpayers are not coerced
into funding programs with which they disagree, as the
scholarships are funded by voluntary contributions.
Finally, education savings accounts establish
restricted-use accounts – much like food stamps – for
parents to customize education for their children by paying
private school tuition, purchasing textbooks or educational
services, and even saving money for college. STCs and
ESAs give parents greater autonomy and create incentives
for parents to spend money efficiently, while encouraging
innovation and competition in private schools and other
educational services. Analysis of recent STC and ESA
programs demonstrates tremendous increases in parental
satisfaction and improved academic achievement. For
families earning under $30,000, for example, parental
satisfaction increased from 22 percent in public schools to
100 percent under the Arizona Education Savings Account
program.17
While these policies introduce aspects of choice and
have demonstrated success, they remain small, and any
system that retains the heavy handed regulation and
bureaucracy of the current public system will ultimately fail
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to achieve dramatic improvement. The crux of the
argument for a government role in education rests on the
inability or unwillingness of poor parents to make
educational decisions for their children. However, both
history and current experience in developing countries
demonstrate the fallacy of this assumption and make a
strong case for a fully privatized market, with potential
room for supplementing consumption for the extremely
indigent – perhaps through charitable scholarship granting
organizations.
Long before the introduction of “free” public
schools for everyone, parents, even poor ones, were
purchasing schooling for their children, and the private
sector was growing rapidly. Between 1832 and 1847, the
number of students in private schools increased from
43,000 to 75,000; the number of students attending fee
charging Common Schools also rose from 512,000 to
776,000. By 1840, the first year for which there are literacy
statistics and well before the Common School movement,
upwards of 90 percent of white adults had achieved basic
literacy.18 Andrew Coulson explores educational systems
around the world dating back to ancient Rome and makes
the case that the most market-driven systems consistently
outperform highly regulated public systems in educating
the masses.19
James Tooley, in his book The Beautiful Tree,
extensively details modern-day examples of private, forprofit provision of education for the world’s poorest people
in India, Nigeria, Ghana, and other developing countries. In
these areas where many parents earn close to the World
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Bank poverty threshold of $1.90 per day, parents actively
choose private provision over poor quality public schools,
and “parents have genuine choices of a number of
competing private schools within easy reach and are
sensitive to the price mechanism.”20 Moreover, these lowcost private schools outperformed their public counterparts
on measures of student achievement.
Recent school choice policies have also
demonstrated how impassioned and involved parents
become when they are given greater opportunity to access
choices, undermining the argument that poor parents are illequipped to make educational decisions. The Opportunity
Scholarship Program in Washington, D.C., for example,
“empowered parents to become more politically active
citizens. This is an important example of parents moving
from a client to an active disposition…Give parents more
authority over their most important responsibility – the
education of their child – and they become more active and
empowered citizens.”21
While it is true that some parents may be inept at
making educational decisions, a comparison of imperfect
parents to imperfect government systems highlights the
superiority of parental decision-making on the whole.
Moreover, private certifiers and word of mouth reviews in a
market system allow parents to make informed decisions,
and market forces work to benefit even uninformed parents
by spurring quality improvements. Jason Bedrick notes,
“the market can channel expert knowledge through private
certification… through expert reviews… A similar platform
for education providers could provide a much richer picture
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of the value a school, tutor, or educational product provides
than testing alone.”22
Education reform advocates, particularly those on
the left who typically discount the role of the market,
should heed both historical anecdotes and empirical
evidence of school choice policies. Government
involvement in education is not the panacea many believe it
to be, and while the free market is not perfect, government
run schools have proven detrimental to many social goals
that leftists claim to promote. No policy throughout history
has been as effective as the free market in spreading
education to the masses, and education reformers on all
sides of the political aisle should work to incorporate free
market properties in their agendas. As the liberal education
reformer Daniel Patrick Moynihan said, “if [school choice]
prevails only as a conservative cause, it will have been a
great failure of American liberalism not to have seen the
essentially liberal nature of this pluralist proposition.”23
Ultimately, school performance can’t be improved
by injecting more resources into a flawed public school
system; only an educational market has the potential to
drive improvement by facilitating competition, innovation,
and parental rather than bureaucratic responsibility over
educational decisions. While no system can guarantee
complete equality, market mechanisms ensure greater
equity for low-income families by affording greater
choices.
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Campus Free Speech and the Culture of
Conformity
By John Slater
Thanks to the internet, this year’s Presidential election is
sure to be the most heavily scrutinized in history. Millions
of people will take to Twitter, Facebook, and other online
fora, to pass judgment on the current crop of Presidential
hopefuls; and many of these people will be millennials.
In many ways, millennials have a louder voice than
any generation of young people before them. They have
grown up with unlimited access to the world’s collective
knowledge right at their fingertips, and they’re accustomed
to broadcasting their every opinion from the palm of their
hand. In western nations, this speech remains remarkably
free, with no sign of the overt government clampdowns
experienced in, among others, Russia, Venezuela, and Iran.
Unfortunately, however, western millennials are
now facing a growing threat to free speech from the very
institution that demand its staunchest defense; the
university campus.

The Culture of Conformity
In a complete betrayal of the once cherished principle of
free enquiry, Universities across the western world are
caving-in to demands from a coalition of faculty and
students, whose advocacy for an extreme form of political
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correctness punishes even the most mildly controversial
views.
This has resulted in the proliferation of campus
speech codes; the denial of funds by increasingly tyrannical
student governments; and even institutional punishments
for so-called ‘microaggressions’ – the use of phrases
deemed offensive, despite often being considered routine
and mundane by the general public.

Speech codes
The most flagrant threat to free speech in both American
universities and abroad are speech codes. Usually found
inside student codes of conduct, speech codes give
administrators the authority to police campus speech in
ways that often exceed their constitutional limitations1. For
instance, at Modesto College three students a handing out
Constitutions in observance of Constitution Day were
stopped by campus police for not failing to obtain. Worse
still, they were told that these kinds of activities were
restricted to the campuses ‘free speech area’, a small
secluded area away well away from most student foot
traffic2.
These speech codes also routinely include vague
statements that could feasibly lead to limitless restrictions
on free speech. For example, instead of laying down a
precise definition for harassment, speech codes tend to
refer to ill-defined concepts such as ‘offensive language’ or
‘disparaging remarks’.
These imprecise definitions present a serious threat
to free speech. What people deem offensive or disparaging
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often varies widely, which leaves students open to
punishment for words or actions that they never anticipated
would elicit such a reaction.
This isn’t just theoretical. Last year at Texas
Christian University, a student was suspended after making
multiple social media posts expressing disdain towards
ISIS and recent rioting in Baltimore. The suspension was
upheld despite the fact that the author's online presence
gave no indication he was a student of Texas Christian
University3.
Speech codes don’t just threaten free speech when
they’re enforced. Their mere existence can create a
‘chilling effect’ by discouraging students from speaking
their mind in the first place.
This occurred at the University of Missouri, after
the campus police department responded to student protests
by issuing a statement urging witnesses of ‘hurtful speech’
to report it to the police. The statement noted that ‘while
cases of hateful and hurtful speech are not crimes, if the
individual(s) identified are students, MU’s Office of
Student Conduct can take disciplinary action.’4
This prompted one University of Missouri student
to write an article explaining that students were now afraid
of “being expelled, simply for disagreeing with the
narrative that the protesters are trying to create.”5
These speech codes may be enacted in order to
protect students’ feelings, but being offended is an
unavoidable reality of life in a university numbering tens of
thousands of students. Clearly there’s a role for
administrators to ensure students are able to safely enjoy
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campus life free bullying or victimization. But universities
shouldn’t use bullying as a guise to intervene where one
student’s expression simply causes emotional discomfort to
others. In fact, a certain level of discomfort is an essential
aspect of university life.
Leaving students to work through their hurt feelings
and disagreements alone isn’t unsympathetic or meanminded. It’s the price of maintaining free expression, and
ensuring a quality education.

Microaggressions
In recent years, some universities have taken their attempt
to eliminate uncomfortable speech to whole new heights,
implementing policies against so-called ‘microaggressions’
– the everyday verbal, nonverbal, and environmental
slights, snubs, or insults, whether intentional or
unintentional, which communicate hostile, derogatory, or
negative messages to target persons based solely upon their
marginalized group membership.6
Cultural sensitivity is all well and good. But the
range of supposed microaggressions is so vast that it makes
rational debate impossible – many of them are just common
everyday phrases. Here are a few examples:


In the syllabus for the "Women & Popular Culture"
course at Washington State University, the
professor warned students that they risked failing
the semester if they used derogatory language such
as referring to men and women as "males and
females."7
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At the University of Wisconsin, a document titled
‘examples of Racial Microaggressions’ was
provided to staff as part of their training. Among the
forbidden phrases listed were the well-worn
platitudes ‘America is a melting pot’ and ‘I’m
colorblind! I don’t see race.’ Even more
astoundingly, staff were instructed that the phrase
‘Everyone can succeed in this society, if they work
hard enough’ is like saying ‘People of color are lazy
and / or incompetent and need to work harder.’8



Sensitivity auditors at the University of California
have shown similar tendencies, cautioning against
the phrases ‘America is the land of opportunity’ and
‘there is only one race, the human race’ can no
longer be uttered in polite company.9

The attempted elimination of these phrases is about more
than dictating word choice, it is about controlling what
people are permitted to think.
These statements are an expression of values.
Claiming that anyone can succeed if they work hard
enough is an argument for the meritocracy of the free
market. The phrase ‘America a melting pot’ has always
been intended as praise for an immigrant society.
These are the type of uncontroversial motherhood
statements politicians have been using for eons as a vote of
confidence in American society. But as far as the
microaggression culture is concerned, the offhand
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possibility that they might be construed as cultural slight is
grounds for censorship.

Students enforcing conformity
Faculty and administrators aren’t the only enemies of free
speech on campus. Recent years have increasingly seen
students banding together in attempts to shut down campus
speech they don’t like. Through the control of funding,
student governments around the country are attempting to
quash their philosophical opponents.
In 2014, the Student Government Association at
Montclair State University fined a pro-Palestinian group for
handing out pamphlets that some deemed "offensive" and
"political." The students were told their club could only
focus on Palestinian culture, and that political opinions on
were out of line.10 That same year at Stanford University,
funding for a conference run by the pro-traditional marriage
Anscombe Society was revoked on the grounds that it
might make LBGT students feel unsafe on campus.11 And
in 2015, a Young Americans for Liberty chapter at the
University of Oregon had their funding withdrawn for
holding an event in support of gun rights. This was despite
the fact that the university’s own policies and federal
constitutional law mandated that funding be distributed in a
viewpoint-neutral manner.12
These are just a few of the many examples of
student governments attempting to enforce a culture of
conformity. Such actions by student governments raise
barriers to student expression, and clearly privilege the
speech of one section of the student body over another.
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Student Lynch Mobs
For many students, this withdrawal of funding doesn’t go
far enough. There is a growing trend of angry students
attempting aggressively shut down university events
because of the presence guest speakers they don’t like. This
strategy, known as ‘no-platforming,’ has been known to
involve setting off fire alarms, blockading entrances, and
otherwise disrupting the event so they speaker can’t be
heard.
This tactic resulted in national headlines in early
2016, when a public talk by Breitbart editor Milo
Yiannopoulos was stormed by protesters at Rutgers
University. The chants left Yiannopoulos inaudible while
the protestors splashed themselves with paint, damaging the
theatres fittings and leaving a trail of chaos to be cleaned
by after-hours janitors. The assailants cited Yiannopoulos’
criticisms of the black lives matter movement and feminism
as grounds for their attempts to derail the talk.13
But this was not an isolated incident. Nor is it
limited to provocative right-wing commentators. Even
celebrated feminist author Germaine Greer – once
considered a leftist radical – has been subjected to this
treatment.14
Other times, campus tumult can successfully stop
speakers from ever setting foot on campus at all. A long
list of speakers including Condoleezza Rice, Henry
Kissinger, International Monetary Fund Director Christine
Lagarde and Michael Bloomberg have had their on campus
appearances cancelled thanks to the threat of student
revolt.15 Defenders of these actions argue that free speech
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entitles students to voice their opposition to speakers and
politicians who come to campus. But these protests rarely
stop at merely communicating their disagreement. They use
any means necessary, including intimidation and violence,
to ensure the targets views are not heard. Unquestionably,
this is a threat to free speech, not to mention the culture of
inquiry essential to academic life.

Ideological diversity and institutional bias at the
top
The root of this anti-free speech culture on modern western
campuses is the complete lack of ideological diversity, and
an increasing institutional bias, amongst faculty.
In a survey of the attitudes of university faculty in
America, sociologist Neil Gross identifies 50 percent of
American professors as ‘left or liberal, 19 percent as
‘moderates’, 23 percent as social or pro-military
conservatives, and a mere 4 percent as ‘economic
conservatives’. Gross Also estimates that professors are
three times more liberal than the average American adult.16
Another study from the conservative-leaning Center for the
Study of Popular Culture surveyed over 150 departments
and administrations in elite American colleges and found
that Democrats outnumbered Republicans among faculty at
the astounding rate of 10 to 1.
This severe lack of ideological diversity amongst
the faculty at American universities clearly presents a
problem. A well-rounded education requires being exposed
to multiple different perspective, and if faculty are
constantly surrounded by people with similar views, then
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they are unlikely to be able to present other perspectives in
their strongest form.17
In the hard sciences, medicine and engineering, a
teacher’s political persuasion is unlikely to affect their
teaching. But the social sciences, by contrast, are defined
by competing theories and interpretations of pretty much
anything. Carl Jung and Sigmund Freud are the two most
influential figures to emerge from the study of psychology
over the past century. Yet in many ways, their theories are
entirely contradictory. The same can be said of the study of
history, where experts on topics ranging from the Great
Depression to the Vietnam War frequently reach vastly
different conclusions.
In theory, there’s no reason why a competent
professor can’t put aside their personal politics and give
fair credence to views that challenge their own. But when
the bias across an entire faculty is going mostly the same
way, it’s not surprising when classroom discussion
becomes decidedly one sided.
During my own time as a student, there was a time
when my history teacher informed the class that Franklin
D. Roosevelt’s New Deal saved America from the Great
Depression. When another student pointed out that entire
schools of economic thought believed that Roosevelt’s
policies actually prolonged the Great Depression, the
teacher scoffed and dismissed it as ‘free market
mythology.’ In effect, students were told to ignore a
competing theory of history – including the works of
several Nobel laureates – solely because it conflicted with
the lecturer’s own ideological perspective.
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Lecturers can also conduct themselves in ways that
discourage students from voicing alternative views or ideas
at all. It only takes a quick google search to reveal hundreds
of examples of lecturers caught deriding the Republican
Party.
In one eye-opening article a student at Millersville
University recounts her American Political Theory lecturer
telling the class that only “old white men” were running for
the Republican 2016 Presidential nomination and that ‘Ted
Cruz wasn’t Hispanic enough’.18 Besides being an outright
falsehood – at the time of writing – this type of pejorative
comment is far from the type of free and frank discussion a
subject like American Political Theory demands.
The overrepresentation of progressives in academia
certainly doesn’t mean all classrooms are rooted in
systemic bias. Still, this kind of ideological uniformity
tends to promote a culture where, as Harvard Professor of
Government Harvey Mansfield put it, “conservatism is just
not a respectable position to hold.”19
From the standpoint of free speech, this uniformity
and left-leaning bias both pressures students to conform to
the prevailing ideological orthodoxy, and also narrows the
scope of ideas that they are exposed to in their education.
This has flow on effects for society. Grappling with ideas
that challenge your own is an essential part of the learning
process. Indeed, the ability to critically analyze conflicting
viewpoints and come to a reasoned conclusion is one of the
hallmarks of intellectual maturity.
It’s no surprise that students immersed in this antiintellectual environment feel the need to suppress opposing
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points of view on the rare occasions they are exposed to
them. And worst of all, we are creating a generation of
sheltered graduates who are unaware of some of the basic
intellectual foundations of the society they live in.

Why Free Speech Matters
The stifling of speech in universities today may be a far cry
from the censorship practiced by authoritarian governments
around the world. But in the modern western world, it’s
hard to think of a place more hostile to free expression than
the university campus. This is a big problem. Universities
are not only responsible for educating young people and
preparing them for the wider world, they are also the
incubators of the intellectual ideas that will affect society
for decades to come. This makes free speech more
important at universities than almost anywhere else.
It’s not enough for universities to claim a
commitment to free speech in the abstract. It is imperative
that universities defend free expression, even when it
involves views opposed by the majority of students and
faculty. If the institutional restrictions on free speech aren’t
repealed, and the culture of conformity at university
campuses resolved, then it may be impossible to deal with
the policy challenges facing the millennial generation, let
alone implement the innovative policy solutions proposed
in this book.
Learning to grapple with opposing viewpoints is an
essential part of the learning process because it forces
students to re-examine why exactly it is they believe what
they believe.
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