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A disputehas broken oubetween the Cato Institute, a leading libertatiank tank, and
two of its longtime backers — David and Charles IKoEhe institute is not the usual
form of nonprofit but actually a company with stegréhe Koch brothers own two of the
four shares and are arguing that they have the¢ toghcquire additional shares and thus
presumably exert more control. The institute andesof its senior staff members are
pushing back.

According to Edward H. Crane, the president anfocmder of Cato, “This is an effort
by the Kochs to turn the Cato Institute into somme sf auxiliary for the G.O.P.” Bob
Levy, chairman of the Cato boatd|d David Weigel of Slate: “We would take closer
marching orders. That’s totally contrary to whatpegceive the function of Cato to be.”

Far from being just an unseemly row between prontipersonalities on the right, this
showdown reflects a much deeper set of concernarfarican politics and society. And

it raises what | regard as the central questicanamportant book,Why Nations Fail:

The Origins of Power, Prosperity and Povgrhy Daron Acemoglu and James Robinson,
which will be published on March 20.

Professors Acemoglu and Robinson assert that tuistins,” by which they mean the

rule of law and constraints on government powes caitical to economic

development — having great influence on which coastbecome rich and stay that way,
and which countries over the last 200 years haledfégo grow or collapsed into civil
disorder. (Disclosure: | have done a great degdiot research with Professors

Acemoglu and Robinson, but | wasn’t involved intug this book.)

At one level, the Acemoglu and Robinson argumeradiup well with the standard Cato
Institute — and libertarian — view of the world. thte back of Cato publications is the
statement, “In order to maintain its independetioe Cato Institute accepts no
government funding.” Without question, excessive/@oin the hands of governments
can be bad for economic growth.



But the Acemoglu and Robinson point is not justudbmw things may become awful
when the government goes off track (a right-winqpoThey are also more deeply
concerned about how powerful people fight to graltio| of the state and otherwise
compete to exert influence over the rest of sodj@teft-wing perspective).

The outcome to fear is some form of “extractiveaitntons,” meaning a setup in which
most of society is pressed down by working arraregggs— e.g., various forms of
forced labor — or civil disorder or a more genéaak of property rights. They provide
many historical and contemporary examples of wiatrheans in their book (and you
can see previews of some items, nicely illustratéd photos, ortheir blog.

“Secure property rights” is a key term for the Chustitute and others on the right of the
American political spectrum — nothing could be mwn@ortant to a libertarian. But
Professors Acemoglu and Robinson trace the devedopof such property rights in
detail to the spread of political rights across@all cross-section of society, including to
people who are not (or do not start their lives ag)dhe well-to-do.

In historical terms, Professors Acemoglu and Ralnrsee the progressive era at the
beginning of the 20th century, including the depatent of countervailing power for the
government against powerful private business ister@s an essential part of what has
gone right in the United States of America.

Many libertarians, on the contrary, feel that tbardry started to go off track at exactly
this moment — for example, some blame the 16th Almaant (introducing the federal
income tax in 1913), while others point the fingethe rise of social insurance programs
(culminating in Social Security in the 1930s).

Libertarians, such as those who work at the Cagtitirte, do not like the state and do not
trust the federal government. The Acemoglu-Robingew is much more nuanced:
states are often captured by powerful elites amg meich used as a tool of oppression,
but it is also possible for liberal democraciesiévelop in which the government not
only helps people but also behaves in a way thatnslucive to widely shared economic
prosperity.

In this context, the Koch brothers are an importapic of discussion — or cause for
concern. In th@ew Bloomberq billionaire indexeleased this week, the Koch brothers
are each worth $33.5 billion. If they choose totagether, as they often seem to,
including in the case of Cato, they are the riclpest in the world.

Professor Acemoglu is concerned about the KochB:avganized attempts to exert
sway over American politics (e.g., througmericans for Prosperitgnd its affiliated
organizations). But he feels that American demaocrasufficiently strong and will
prevail. If he is right, the Koch brothers are kaly to end up calling the shots as
corporate titans did in the Gilded Age at the ehthe 19th century (the term was coined
in “The Gilded Age: A Tale of Toddyby Mark Twain and Charles Dudley Warner, in
1873).




The Acemoglu-Robinson book is ultimately upbeatutlibe United States. We have
built strong economic and political institutionsdethese will prevail.

I’'m not so sanguine. Partly this is because of neykwon the rise and continuing power
of big banks (including my 2010 book with James Kwd.3 Bankery). It's also
because of my more recent work on the history eadlyl future of the federal
government budget — and the national debt. Theasts that would undermine
government are strong and growing stronger, with mdividuals leading the charge.

Professor Acemoglu feels that a new progressivevidraoon be upon us and corporate
power will end up curtailed. I'm surveying the gimlal landscape closely for anyone who
can play the role of Teddy Roosevelt, using legals to break monopoly “trusts” and
shifting the mainstream consensus decisively towapbsing constraints on the abuse of
power by powerful individuals.

So far, | see no one truly in the Roosevelt traditivith a realistic chance of election,
while the rich become more powerful and the powdricome even richer.



