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MY EVENING WITH PHIL

by Sam Kazman

I didn’t know whether to be happy or sad when MSNBC announced, in late 
February, that it was canceling the Phil Donahue show. After all, I’d just had my 

fi rst appearance on the show in January. Should I be grateful for the time that Phil and I had together 
under the lights, or should I be upset that there would be no encore appearance for me? Or, considering 
my experience, should I be glad? 

Phil, we hardly knew ye. 
Well, not really. We actually knew Phil pretty well. When MSNBC brought him back to television last 

July, the father of daytime talk television made it clear that he intended to present a liberal alternative to  
the conservative tone of these programs. He joked about being relieved that his stint on Ralph Nader’s 
presidential campaign hadn’t made him unemployable. But when his show was cancelled six months later, 
the jokes about Donahue’s politics turned into gripes. Critics claimed that the conservatives’ lock on talk 
radio had now been extended to talk television.  Donahue himself accused MSNBC of “trying to out-fox 
Fox.”

The Fox News Channel is typically held up as evidence of television’s rightward drift, but as Andrew 
Sullivan has pointed out, this is nonsense. The Fox News viewership of 800,000 is nothing compared to 
the 33 million viewers of the three major news networks plus PBS, and conservative talk radio is amply 
counterbalanced by NPR. As Jay Leno joked, yeah, “the liberal viewpoint is not being heard—except by 
comedians, magazines and newspapers.” He forgot to mention newscasters.

But then it’s easy to forget things in front of a live camera. In fact, as I learned, it’s easy to forget things 
even when you’re just being asked to appear in front of a live camera. Donahue’s staffer called to invite 
me on the show one morning in mid-January. The topic would be SUVs.  The opposing guest would be 
Joan Claybrook, head of the Nader-founded advocacy group Public Citizen. I forgot to ask whether there 
would be any other guests. The producers told me that they needed me to be present in their New York 
City studio. I forgot to ask whether Joan would be there as well.

That was how I learned that an ambush works best when the target is live on stage. As I discovered once 
I got to the studio, there would in fact be several other guests: a man whose SUV rolled over after he fell 
asleep at the wheel, and who was now a quadriplegic; his lawyer, who won a $25 million verdict against 
the automaker (reduced to $15 million); and a woman who lost her mother in another SUV rollover, 
caused by her Firestone tire blowing out. 

Despite all this, the show went relatively well. The SUV bashing campaign is largely aimed at ratcheting 
up CAFE, the federal government’s fuel economy standards. As readers of this newsletter know (perhaps 
all too well, since we’re always writing about it), CAFE has had some terrible effects on traffi c safety 
through its downsizing of cars. But it turns out that CAFE also has a connection to the Ford-Firestone tire 
fi asco. According to a Public Citizen report, Firestone attempted to create a more fuel-effi cient SUV tire 
but the result proved defective. The woman who lost her mother may well have had CAFE to blame. As for 
the man who fell asleep at the wheel of his SUV, there wasn’t too much that needed to be said.

Not that there would have been time to say it. A Jesse Jackson segment that opened the show ran 
into double overtime. That was upsetting, but I did get to shake Mr. Jackson’s hand as he came offstage. 
I thanked him for warming up the audience for me. He gave me a blank look in response. I can’t blame 
him.

I can blame Ms. Claybrook, however. She denied that the National Academy of Sciences’ CAFE report 
found that the program kills people, and she denied that her own organization’s Ford-Firestone report 
found any fault with the quest for fuel effi ciency. Worst of all, she got to stay in Washington D.C., while I 
had to schlep to New York and back. 

And I can also blame conservative talk television.  When Phil Donahue shut the two of us up, his closing 
words were, “Here’s Chris Matthews and Hardball!”

 Monthly Planet  � March 2003



www.cei.org
3

 Monthly Planet  � March 2003

though such recipients could get as much as $1 million over 
fi ve years.

Thomas Jefferson said that, “To compel a man to furnish 
funds for the propagation of ideas he disbelieves and abhors 

is both sinful and tyrannical.” Sadly, we 
see such sin and tyranny today: Your 
tax dollars are going to groups that 
want to ban biotech crops and DDT, 
which can feed people and control 
malaria in less developed nations; 
burden the economy with ever more 
stringent and unnecessary regulations; 
and stifl e the development of new life-
saving technologies by keeping them off 
the market.

Statist environmentalists have a 
right to be heard. But what they have 
absolutely no right to is the tax dollars 

of hard working Americans who do not share their views 
or goals. Until the government cuts the greens off from its 
trough, the terms of the environmental policy debate will 
remain unjustly skewed towards the anti-growth, anti-
technology crowd.

Ivan Osorio (iosorio@cei.org) is editorial director at CEI.

is fungible: Funding that an organization receives for one 
purpose frees up other money for other purposes—including 
lobbying and advocacy. 

For example, the World Wildlife Fund received $19.4 
million in government funds during FY 2000. That year, 
WWF spent $18.5 million on “public education,” including its 
Conservation Action Network, which “helps raise awareness 
of environmental issues for the general public,” according to 
its IRS form 990. The Conservation Action Network section 
of WWF’s website includes campaigns to, “[o]ppose drilling 
in the pristine Arctic National Wildlife Refuge and push 
instead for part of the refuge to be designated as wilderness,” 
and to “[p]ush New York City to use eco-wood.”

Green recipients of government largesse try to infl uence 
public policy mainly through “public education”—i.e. 
advocacy—but “public education” often goes hand in hand 
with legislative lobbying. For instance, NRDC’s publications 
track bills in Congress and rate the green records of members 
of Congress. NRDC reports $664,528 in “legislative activities” 
on its 2000 IRS form. That year the federal government gave 
$679,319 to NRDC. 

Federal funds may not go directly to advocacy, but it is 
diffi cult to deny that cash fl ow from government sources 
makes green groups’ advocacy and lobbying activities much, 
much easier.

To make matters worse, current reporting requirements 
make it very diffi cult for the average taxpayer to ascertain 
exactly where his or her money is going. 

Take Environmental Defense’s single audit form for FY 
2000. That year, Environmental Defense received a $327,218 
grant under EPA’s Surveys, Studies, Investigations and Special 
Purpose Grants program. Environmental Defense’s single 
audit form lists the award simply as “U.S. Environmental 
Protection Agency,” with no further description. The form 
also lists grants from the Departments of Energy and  
Interior—for $121,994 and $37,500 respectively—that feature 
no description besides the awarding agencies’ names and 
no federal program numbers besides the awarding agencies’ 
prefi xes (there are X’s where the program numbers should 
be).

Further, the $250,000 single audit reporting threshold 
allows smaller federal grant recipients to report only what is 
on their 990, providing no details beyond a lump sum—even 

Continued from page 1
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Every dollar that green groups get from 
the government is a dollar they don’t

have to raise from private donors.
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Q & A with Vernon Smith
Continued from page 7

Sunday off-peak and Wednesday in 
the middle of the day…I estimated the 
energy part of people’s bills at around 
three cents. But the typical charges were 
around 5½ to six cents per kilowatt–
and a little over half is energy. If the 
resale price is three cents per kilowatt, 
[the difference] is the extent to which 
you are subsidizing the peak users and 
taxing the off-peak. 

I would say: “You want people to 
invade this [the peak usage time]. This 
is where the profi t is.” Some will argue 
against this: “Wait a minute. You’re 
skimming the cream.” Yeah, that’s 
right. Who created the cream? [The 
producers] created the cream.

CEI: You recently moved the 
Interdisciplinary Center for the 
Economic Sciences to George Mason 
University—joining your fellow Nobel 
Laureate James Buchanan. What are 
the advantages of working with the 
leaders of the public choice school? 

Smith: Public choice experiments 
are pretty common, but the Economic 
Sciences Association [and] Association 
of Experimental Economists–we all 
always meet with public choice theorists, 
and have for many, many years. Charlie 
Plott [at Caltech] was instrumental in 
getting that started.

A huge number of experiments have 
been done under public choice. The bad 
news from the point of view of economic 
theory is that it is true that you can have 
a free-riding problem with public goods. 
The good news is that it’s not nearly 
as much as the theory would tell you. 
Those markets are less effi cient; but the 
effi ciency doesn’t go to nothing, but to 
very low levels, in experiments. Also, 
it’s not all that diffi cult to get better 
incentives.

One of the best pieces of work on 
public choice was done by Elinor 
Ostrom of Indiana University, 
Governing the Commons. She’s looked 
at a huge number of commons problems 
in fi sheries, grazing, water, fi shing water 
rights, and stuff like that. She fi nds that 
the commons problem is solved by 
many of these institutions, but not all 
of them. Some of them cannot make it 

work. She’s interested in why some of 
them work and some of them don’t.

One example is the Swiss alpine 
cheese makers. They had a commons 
problem. They live very high, and they 
have a grazing commons for their cattle. 
They solved that problem in the year 
1200 A.D. For about 800 years, these 
guys have had that problem solved. 
They have a simple rule: If you’ve got 
three cows, you can pasture those three 
cows in the commons if you carried 
them over from last winter. But you 
can’t bring new cows in just for the 
summer. It’s very costly to carry cows 
over to the winter—they need to be in 
barns and be heated, they have to be 
fed. [The cheese makers] tie the right to 

the commons to a private property right 
with the cows. 

CEI: Is there a way for experiments to 
illustrate the situations in which people 
will rent-seek?

Smith: Yeah. You can illustrate that 
a lot of ways. In fact, Bob Tollison [at 
Ole Miss] has a very good classroom 
illustration. It’s not even an experiment, 
but you could do it as an experiment.

You have a single prize that people 
apply for–and it’s costly to apply for it. 
It can only go to one winner. It is kind 
of like a lottery, except that everybody 
incurs these costs…There is a winner, 
and it’s the one who’s willing to pay the 
most and presumably has the lowest 
costs. 

There are a lot of examples that can 
show, easily in the classroom, how you 
can have more and less effi cient ways to 
structure the allocation of something.

In some cases we make public 
goods out of things that are really 

private goods. Highways don’t have 
to be a public good. Why should the 
government be the one to build the 
highways, maintain them, and then 
collect revenue with a gasoline tax?

I read somewhere that something 
like a quarter of all automobiles never 
go on the interstate highway system. I 
have a 1964 Scout that I bought new 
in 1964, and I don’t take it out on the 
highway. There are a large number of 
vehicles that don’t go on the highways. 
But you have to pay the gasoline tax to 
help pay for the interstate system. Has 
the government solved the public goods 
problem? No, they’ve created it. They 
created an externality. I have to pay for 
something that I don’t benefi t from. 

Most fi refi ghting systems are run 
by governments. Why is that? I can 
tell you how that probably happened. 
They started out being volunteer fi re 
departments. Then the city government 
appears, and it starts to collect taxes. It 
has a budget. So all the people involved 
in the volunteer fi refi ghting said, “Hey, 
let’s let the city pay for this.”

A lot of the cattle industry in 
this country grew up in a lot of the 
territories in the West that weren’t 
even states. They had no sheriff, so the 
ranchers formed their own associations 
and branded their cattle. They would 
go out and hire a couple of gunmen 
to go around and make sure that you 
didn’t have my cows and bring them 
back. That was a private enforcement 
system. It was an open range, so cows 
got all mixed up. So you have property 
rights on them–in the hindquarters of 
these calves. In comes the state–and 
the sheriff–and these guys say, “Why 
should we have to do all of this? Let the 
sheriff do it. He’s a law enforcement 
offi cer. Let him take this over, too.”

That’s free riding in reverse. People 
are free riding on the state budget to get 
something that was a private good done 
by the state. And then economists come 
around–after Paul Samuelson wrote his 
paper in 1954–and say, “Hey, that’s a 
public good.” No it isn’t. It was a private 
good that the public took over.

CEI: Which is exactly what happened 
with airport security.

Smith: That’s right. A perfectly good 
private good lost.

In some cases we
make public goods

out of things that are
really private goods. 

Highways don’t
have to have to be 

a public good.
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The Good, the Bad, and the Ugly
The Good: U.S. Fish and Wildlife Service Rules Spotted Owl Not Endangered
The U.S. Fish and Wildlife Service recently ruled that California’s spotted owl is well-distributed in suffi cient numbers 
to support its own survival. A U.S. Forest Service draft report, “California Spotted Owl Meta-Analysis Report Synopsis,” 
concluded that there is no statistical basis to conclude that the owl’s population is in decline.

According to data from the California Department of Fish and Game, there are 2,306 spotted owl sites containing 
3,500 to 5,000 owls in the state of California. The owls are spread among more than three million acres of publicly and 
privately held forests, indicating they exhibit a high degree of adaptability.

CEI adjunct scholar R.J. Smith said: “This is great news for people and great news for the owl. Now private landowners 
will be willing to share their forests with the owl, erect nest boxes for it, and help it increase its population. If the owl had been 
listed, landowners could have been fi ned or imprisoned for any action that might harass the owl, thus making them unwilling 
to help it. Furthermore, the U.S. Forest Service will now be able to manage and thin the unhealthy, fuel-loaded Sierra forests. 
In Arizona where the Mexican spotted owl was listed, the Forest Service was unable to thin the forests, as that might disturb 
the owl. The resultant fi res in 2002 totally burned to ashes the territories of most of the owls in the Apache-Sitgreaves National 
Forest. Hopefully, this will be the start of a turn towards rationality within the Endangered Species Act administration and 
away from the perverse incentives that have characterized the past quarter century.”

The Bad: Media Distorts National Academies’ Comments on Bush Climate Research Plan
On February 25, a panel of scientists convened by the National Academy of Sciences released its report on the Bush 
Administration’s draft plan to expand and consolidate the federal government’s climate change science initiatives. The 
administration’s draft would create and fund new research initiatives through the year 2010 to improve computer models and 
simulations of climate shifts, integrate measurements of global change, and clarify research on the regional effects of global 
warming. The administration’s prospective budget for climate research would remain almost exactly the same, at around $1.7 
billion.

However, several major media outlets—led by the New York Times—have reported that the scientists were unhappy 
with the administration’s approach, and that they do not believe the research will help policymakers and the public determine 
the seriousness of the problem. The Times claimed the new research would only review issues that have already been 
settled and that the scientists complained that it lacks “a guiding vision, executable goals, clear timetables and criteria for 
measuring progress.” In reality, the scientists commended President Bush for establishing a starting point to encourage 
comments, criticisms, and suggestions for improvement in climate research programs. They said the drafts—which must still 
undergo revisions—“indicate a strong interest on the part of the Climate Change Science Program in developing a plan that 
is consistent with current scientifi c thinking and is responsive to the nation’s needs for information on climate and associated 
global changes.”

William O’Keefe, president of the George C. Marshall Institute and a member of CEI’s Board of Directors, summarized 
the media coverage by stating: “That the Bush Administration has been criticized instead of being commended for creating 
such an open process is curious. It only proves the old adage that no good deed goes unpunished.”

The Ugly: New York State AG Sues to Impose Rx Price Controls 
New York State Attorney General Eliot Spitzer has sued drugmakers GlaxoSmithKline and Pharmacia, accusing the fi rms 
of consumer fraud, commercial bribery, and making false statements to governmental health plans. Spitzer said the fi rms’ 
pricing schemes result in massive overpayments by government healthcare providers.

The suit alleges the companies offer doctors and pharmacies discounts from their reported prices, thus encouraging 
them to prescribe the two fi rms’ products over their competitors’, and enabling the doctors and pharmacies to pocket the 
difference between the companies’ prices and the rates at which the physicians and pharmacies are reimbursed by Medicare 
and Medicaid. Spitzer stated that, “With this action, we are sending a strong signal that the state of New York will use the law 
to bring healthcare costs under control.”

This action, combined with GlaxoSmithKline’s troubles with Canadian suppliers illegally selling its products to U.S. 
consumers at discounted prices, illustrates the hostility to medical innovations that continues to plague the policy debate. 
With other state AGs bringing similar suits against drugmakers, perhaps it is only a matter of time before their twisted view 
of prices infects Congress as well.
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