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Supper Club News

February’s Supper Club will be held at 7 p.m. February 15th.  As usual, we’ll be at the Greenhouse Café in the A.V. Mall. 

1233 West Avenue P 

               Palmdale 

               661-272-8866

We look forward to seeing you there.  

At January’s meeting we elected delegates to the state convention.  (
Federal Marshals Unjustly Seize $300,000 Home from Rightful Owners

In June 1990, Susan Davis, a certified public accountant in Fort Lauderdale, Florida, was named the personal representative for the estate of George Gerhardt who had died of cancer that year. That estate included a $300,000 home.

In September, Gerhardt's heir called Davis to inform her that U.S. Federal Marshals had seized the house. An amazed Davis asked officials the reason for the seizure and was told that a "confidential informant" who was in prison claimed that George Gerhardt told him that in 1988 drug dealers paid Gerhardt $10,000 to unload drugs on his property.
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It took nearly three years before the case went to court. During this time, the government kept control of the property and rented it. Leading up to the trial, the government refused reasonable requests to provide basic information it claimed justified the seizure until the court threatened sanctions for withholding information. When the case finally went to trial, it only took one day for U.S. District Judge James Paine to rule against the government's seizure. Apparently, an acquaintance of Gerhardt used his property to smuggle drugs when Gerhardt was out of the country on vacation. Every witness listed by the government stated that Gerhardt had no knowledge of the incident.

Davis said the legal fight to return the Gerhardt house to its rightful owner ended up costing more than $40,000. But that still wasn't the end of the matter. The person to whom the government rented the house refused to leave. Davis and the Gerhardt heir had to hire yet another attorney to evict the recalcitrant tenant.

"It does not seem right to me that the government should have the right to confiscate an innocent person's property based on nothing more than the hearsay claim of some unnamed person in prison on criminal charges," says Davis.   (
Adopt-a-Highway Update

On January 20th we cleaned up the 14 freeway as part of the Adopt-a-Highway program.  Thanks go to John Gibson, Doc Ellis, and Deanna Peugeot for their participation.  John even found a gun while picking up trash!  It turned out to be a prop gun, which only fires blanks.  Our next cleanup is scheduled on March 17th.  We welcome all people who wish to make our community cleaner.  (
Watch Out Palmdale!

The Lawn Police are Coming for You!

Are you a citizen of Palmdale?  Do you think the Fourth Amendment protects you from unwarranted searches?  Do you think the Fifth Amendment protects your right to own property?

Well if Palmdale’s city council has its way you can forget letting your property be private.  Why?  Because it may not be beautiful.

That’s right.  Palmdale is now considering a “beautification” ordinance.  This would mandate that homeowners have a landscaped and watered front yard.  Side and back yards also qualify if they can be viewed from the street.

Not just yards, but components of the yard are being mandated – each front yard must have at least one tree, side yards must have two.

And once you spend the money on this, you must maintain it.  You could be cited if your grass is too long or if you have too many weeds in your grass.  No kidding!

So what can we do?

This hasn’t passed yet.  It has been recommended to the council, who has not voted yet.  So, the first thing to do is write Palmdale City Council:


38300 North Sierra Highway


661-267­5151

Then write to the editor of the local paper:


Antelope Valley Press

P.O. Box 4050  

Palmdale, California 93590-4050

editor@avpress.com (email is to be preferred)

Lastly, attend the city council meetings to let them know you disagree with this!  When the planning commission was considering the lawn policy only one person spoke about it and that was to request they speed up their timetable!  The City Council meets on the second Wednesday of each month at 7pm:


708 East Palmdale Boulevard

Please let your voice be heard!  Or else someone with a ruler will be coming by to measure how long your grass is.  (
Jurors' Handbook: A Citizens Guide to Jury Duty

Courtesy of the Fully Informed Jury Association

Did you know that you qualify for another, much more powerful vote than the one that you cast on Election Day? This opportunity comes when you are selected for jury duty, a position of honor for over 700 years.

The principle of a Common Law Jury or Trial by the Country was first established on June 15, 1215 at Runnymede, England when King John signed the Magna Carta, or Great Charter of our Liberties. It created the basis for our constitutional system of Justice.

JURY POWER in the system of checks and balances:

In a Constitutional system of justice, such as ours, there is a judicial body with more power than Congress, the President, or even the Supreme Court. Yes, the trial jury protected under our Constitution has more power than all these government officials do. This is because it has the final veto power over all "acts of the legislature" that may come to be called "laws".

In our system of checks and balances, the jury is our final check, the people's last safeguard against unjust law and tyranny.
A Jury's Rights, Powers, and Duties:

But does the jury's power to veto bad laws exist under our Constitution?

It certainly does! At the time the Constitution was written, the definition of the term "jury" referred to a group of citizens empowered to judge both the law and the evidence in the case before it. Then, in the February term of 1794, the Supreme Court conducted a jury trial in the case of the State of Georgia vs. Brailsford (3 Dall 1). The instructions to the jury in the first jury trial before the Supreme Court of the United States illustrate the true power of the jury. Chief Justice John Jay said: "It is presumed, that juries are the best judges of facts; it is, on the other hand, presumed that courts are the best judges of law. But still both objects are within your power of decision." (emphasis added) "...you have a right to take it upon yourselves to judge of both, and to determine the law as well as the fact in controversy".

So you see, in an American courtroom there are in a sense twelve judges in attendance, not just one. And they are there with the power to review the "law" as well as the "facts"! Actually, the "judge" is there to conduct the proceedings in an orderly fashion and maintain the safety of all parties involved.

As recently as 1972, the U.S. Court of Appeals for the District of Columbia said that the jury has an "unreviewable and irreversible power... to acquit in disregard of the instructions on the law given by the trial judge....” (US vs. Dougherty, 473 F 2d 1113, 1139 (1972))

Or as this same truth was stated in a earlier decision by the United States Court of Appeals for the District of Maryland: "We recognize, as appellants urge, the undisputed power of the jury to acquit, even if its verdict is contrary to the law as given by the judge, and contrary to the evidence. This is a power that must exist as long as we adhere to the general verdict in criminal cases, for the courts cannot search the minds of the jurors to find the basis upon which they judge. If the jury feels that the law under which the defendant is accused, is unjust, or that exigent circumstances justified the actions of the accused, or for any reason which appeals to their logic or passion, the jury has the power to acquit, and the courts must abide by that decision." (US vs. Moylan, 417 F 2d 1002, 1006 (1969)).

YOU, as a juror armed with the knowledge of the purpose of a jury trial, and the knowledge of what your Rights, powers, and duties really are, can with your single vote of not guilty nullify or invalidate any law involved in that case. Because a jury's guilty decision must be unanimous, it takes only one vote to effectively nullify a bad "act of the legislature". Your one vote can "hang" a jury; and although it won't be an acquittal, at least the defendant will not be convicted of violating an unjust or unconstitutional law.

The government cannot deprive anyone of "Liberty", without your consent!
If you feel the statute involved in any criminal case being tried before you is unfair, or that it infringes upon the defendant's God-given inalienable or Constitutional rights, you can affirm that the offending statute is really no law at all and that the violation of it is no crime; for no man is bound to obey an unjust command. In other words, if the defendant has disobeyed some man-made criminal statute, and the statute is unjust, the defendant has in substance, committed no crime. Jurors, having ruled then on the justice of the law involved and finding it opposed in whole or in part to their own natural concept of what is basically right, are bound to hold for the acquittal of said defendant.

It is your responsibility to insist that your vote of not guilty be respected by all other members of the jury. For you are not there as a fool, merely to agree with the majority, but as a qualified judge in your right to see that justice is done. Regardless of the pressures or abuse that may be applied to you by any or all members of the jury with whom you may in good conscience disagree, you can await the reading of the verdict secure in the knowledge you have voted your conscience and convictions, not those of someone else.

So you see, as a juror, you are one of a panel of twelve judges with the responsibility of protecting all innocent Americans from unjust laws.

Jurors Must Know Their Rights:

You must know your rights! Because, once selected for jury duty, nobody will inform you of your power to judge both law and fact. In fact, the judge's instructions to the jury may be to the contrary. Another quote from US vs. Dougherty (cited earlier): "The fact that there is widespread existence of the jury's prerogative, and approval of its existence as a necessary counter to case-hardened judges and arbitrary prosecutors, does not establish as an imperative that the jury must be informed by the judge of that power".

Look at that quote again. the court ruled jurors have the right to decide the law, but they don't have to be told about it. It may sound hypocritical, but the Dougherty decision conforms to an 1895 Supreme Court decision that held the same thing. In Sparf vs. US (156 US 51), the court ruled that although juries have the right to ignore a judge's instructions on the law, they don't have to be made aware of the right to do so.

Is this Supreme Court ruling as unfair as it appears on the surface? It may be, but the logic behind such a decision is plain enough.

In our constitutional republic (note I didn't say democracy) the people have granted certain limited powers to government, preserving and retaining their God-given inalienable rights. So, if it is indeed the juror's right to decide the law, then the citizens should know what their rights are. They need not be told by the courts. After all, the Constitution makes us the masters of the public servants. Should a servant have to tell a master what his rights are? Of course not, it's our responsibility to know what our rights are!

The idea that juries are to judge only the "facts" is absurd and contrary to historical fact and law. Are juries present only as mere pawns to rubber stamp tyrannical acts of the government? We the People wrote the supreme law of the land, the Constitution, to "secure the blessings of liberty to ourselves and our posterity." Who better to decide the fairness of the laws, or whether the laws conform to the Constitution?

Our Defense - Jury Power:

Sometime in the future, you may be called upon to sit in judgment of a sincere individual being prosecuted (persecuted?) for trying to exercise his or her Rights, or trying to defend the Constitution. If so, remember that in 1804, Samuel Chase, Supreme Court Justice and signer of the Declaration of Independence said: "The jury has the right to judge both the law and the facts". And also keep in mind that "either we all hang together, or we most assuredly will all hang separately".

You now understand how the average citizen can help keep in check the power of government and bring to a halt the enforcement of tyrannical laws. Unfortunately, very few people know or understand this power which they as Americans possess to nullify oppressive acts of the legislature.

America, the Constitution and your individual rights are under attack! Will you defend them? READ THE CONSTITUTION, KNOW YOUR RIGHTS! Remember, if you don't know what your Rights are, you haven't got any!

To find out more about the Fully Informed Jury Association, check out their webpage at: http://www.fija.org.   (
2001 Scheduled Elections

Want to run for office?  The following is a list of elections scheduled for November 2001 in the Antelope Valley.

· Acton-Agua Dulce Unified School District

· Antelope Valley Community College District

· Antelope Valley Union High School District

· Hughes-Elizabeth Lakes Union School District

· Lancaster School District

· Palmdale School District

· Quartz Hill Water District

· Palmdale Water District Divisions 2 & 5

· Palmdale City Council

· Antelope Acres Town Council

· Agua Dulce Town Council

If you’re interested in running for office please contact the AVLP chair, for more information.  


Deanna Peugeot


661-943-4408  (
Absolute Freedom and Total Freedom

Jason Gonella

When the subject of freedom comes up, there are two basic responses from those who desire stronger government.  The first is to misplace the object of freedom in one of two ways, either by saying that mankind will never be free of the need for food, shelter, medical care, etc., or to call on the government to free us from these same chains of the need for food, shelter, medical care, etc.

The second response is a deliberate attack on the concept of freedom itself, and intentions of those who seek freedom by declaring that they truly seek anarchy.

The false dichotomy of Communism versus Fascism is already well known, and its purpose is to exclude the concept of freedom.  Freedom, as a concept, can not be so easily eliminated, and so it must be distorted first, to cause people to think that freedom is something other than what it is.  When those who desire a strong government fail to convince you that having the government provide for you is freedom, they turn to a much more subtle distortion.

There exist two separate and distinct concepts of freedom: Total Freedom and Absolute Freedom.  Total Freedom is freedom from government compulsion and protection from the violation of your rights to life, liberty, private property, and pursuit of happiness.  Absolute Freedom, while also free from government compulsion, is that way because there is no government to compel, so now people have the freedom to violate the rights of others, but no societal protection of their own rights.  This is the basic and fundamental difference between the Libertarian and the Anarchist.

Having successfully confused the two in enough people's minds, this distortion sets up the fundamental false dichotomy upon which the Communist-Fascist dichotomy rests, the Statist-Anarchist dichotomy.  "Surely you want some order," they Statists plead, "and to not have to worry about any passing stranger robbing and killing you, and to not have to worry about rapists and pedophiles running loose and unchecked."  They offer Statism as the solution to this problem, and then, and only then, are they able to offer the competing forms of totalitarianism.

Like any false dichotomy, there are those who fall for it, yet choose the side not intended by those who first set up the dichotomy.  While authoritarians set it up, anarchists accept the basic premise and come to the opposite conclusion.  Anarchists see through the Communist-Fascist dichotomy, but fall for the Statist-Anarchist dichotomy that lies beneath it.  Seeing their only choices as risking your life defending your basic rights from any stranger or submitting yourself to government sanctioned violations of your rights, they choose to dispense with any order and fend for themselves.

Anarchists then turn and criticize the Libertarians for compromising with the authoritarians over the need for government.  From their perspective, they are right.  If you accept the premise of the Statist-Anarchist dichotomy, any government would make it impossible to have (absolute) freedom.  As their perspective is locked into the false dichotomy, they can not conceive of the Libertarian idea of total freedom.  That a government could be established that would not initiate the use of force, but would instead protect your basic rights would never occur to them.

This, of course, plays back into the hands of the authoritarians, who then have true anarchists to point to as their opposition, and then classify those who seek total freedom in the same category as the anarchists who seek absolute freedom, thus further disguising the political idea of total freedom.

Those who step out of this double false dichotomy and embrace total freedom, as laissez faire economists and civil liberties politicians do, are outside the understanding of those who have fallen for it.  Neither the Anarchists nor the Authoritarians truly comprehend the Libertarian.  Even those whose beliefs are more moderate have a hard time understanding the total freedom idea of the Libertarians.  The liberal can not understand how they support a laissez faire economy, and the conservative can not understand how they can support Civil Rights issues such as an end to the drug war.  Both of them see avocation of such points as inviting anarchy and death to multitudes of people.  The liberals don't understand that from a laissez faire point of view, the poor are helped much more by jobs, even low paying jobs, than they are by welfare.  The conservatives see ending the drug war through legalization as allowing the criminals to win, not realizing that they allowed it to be created in the first place - calling it legalizing crime, when congress criminalized a business.

This is the ultimate price paid by this subtle and complex false dichotomy of Statism versus Anarchy.  People witness human rights violations, and consider them the price we must pay to live in a civilized society.  They make minor concessions to an ever-growing government, incrementally losing their rights completely, because to advocate otherwise is to advocate placing everyone in danger of a lawless society, never realizing that a totalitarian state is lawless, simply structured.  (
Your Government on Drugs

Harry Browne

We like to think Food and Drug Administration officials have only your health and safety in mind when they decide what food or medicines they'll let you buy. But they are as politically motivated as any Florida election official.

The FDA has routinely kept life-saving medicines off the market for years until the bureaucrats were positive they could never be held responsible for a single death. While waiting for the FDA, tens of thousands of people have died for lack of the medicines -- far more lives than the FDA could possibly claim to have saved.

People have suffered unnecessarily -- or even died -- with such problems as heart disease, depression, schizophrenia, kidney cancer, and epilepsy, just because FDA officials were afraid of the political consequences they would face if they made even a minor mistake.

Robert Goldberg of Brandeis University has estimated that FDA delays in approving drugs that were already used safely elsewhere in the world have caused at least 200,000 Americans to die over the past 30 years. These delays affected Alzheimer patients who weren't allowed to take THA, people with high blood pressure who couldn't take beta-blockers, those with kidney cancer who couldn't take Interleukin-2, and AIDS patients who died while the FDA pondered whether drugs like AZT were cost-effective.

Almost any medical doctor will tell you that taking a baby aspirin or drinking a glass of red wine every day helps reduce the threat of a heart attack. But the FDA has threatened aspirin makers and wineries with fines or imprisonment if they try to tell you that. Why? Because aspirin and wine could provide competition for industries that have better political connections.

The people who run the FDA -- or any other government program – are politicians appointed by other politicians for political purposes, just like the Florida election officials.

Government is politics

The nature of government is politics -- the politics of winning and holding office, the politics of rewarding one's friends, the politics of punishing one's enemies, the politics of looking out for No. 1.

When George Bush proposes a new prescription-drug program for senior citizens, he is actually proposing a new political boondoggle by which a new group of politically connected people can get rich, by which politically appointed bureaucrats will have more life-or-death authority over your health, by which a larger area of your life will be ruled by politics.

Getting what we want

How can we remove politics from government?

We can't. And we should quit pretending we can. Instead, we should remove government itself from our lives wherever possible.  The way to make health care more efficient and more affordable is to take the government and politics out of it -- not intrude politics further into it with Medicare reform, or with prescription-drug programs or a "Patient's Bill of Rights."

As Michael Cloud has pointed out, the problem isn't the abuse of power; it is the power to abuse. And the only relief is to remove from politicians the power to abuse us.

This is why Libertarians oppose every new government program – because we know each such program will be used to help those who are politically connected at the expense of those who have no political influence.

This is why Libertarians favor every reduction in government – because we know that the way to expand the power of each of us to control his own life is to take away from politicians the power to run our lives for their benefit.  (
Declining Calif. LP Paid Membership - a harsh reality

Robert Bakhaus

I have just been reading my Jan '01 newsletter from the Calif. State LP, and have been mesmerized by the chart on page 9.  This chart shows the past year's paid membership of the Calif. LP -- the world's largest libertarian "congregation" -- falling from 6,536 paid members in Nov. '99 to 6,119 on election day Nov. 2000, with an election "bump up" from a low of 6,093.  Now that's a loss of 417 paid memberships out of a total membership of 6,000+, a 1/15th loss in 12 months, and almost on a straight line of decline.  Extrapolated, that would mean no paid memberships in another few years if the rate doesn't accelerate, which bad trends tend to do as they become apparent to everyone.   (I've also just read a fund raising mailer done by the Calif. LP state office that puts the membership decline at 7,329 to 7,021.  I don't know who is using the best numbers, but they both show the decline.)

Is this significant or what?  I am afraid it is significant for several reasons.  Not only have the absolute numbers declined this past year, but this was during a presidential election year when LP registrations were rising from 87,027 to 94,900.  Worse, as the past year's state newsletters have all made repeatedly clear, the top two goals of the Calif. LP this past year have been to INCREASE paid membership and monthly pledges.  In a boring year, while the party was preoccupied with something else (like ballot access drives), a decline in paid membership could be chalked up to leaders being distracted, not doing their housework.  But when the overall numbers decline while leadership is focused on making them increase and while leadership is riding a four-year cyclical wave of enthusiasm and involvement due to the presidential contest -- this is bad recruitment.

And another factor needs consideration.  Taken alone the success of Operation Breakthrough (many people elected to Special District elections of a non-partisan nature at the grassroots) is a warm and fuzzy confirmation of the fact that libertarians can make some progress as an electoral party, if they just find their niche.  But when added to the overall decline of the Calif. LP's membership ranks, the comparative success of a non-partisan push should ring an alarm bell.  The two facts together point up that the Calif. LP is losing its partisan enthusiasm, its radical cutting edge, its penetration power, that it has peaked out, begun a maybe not so long slide into "me-too" triviality.  Notice I'm not saying "irrelevance", but "triviality"!  Irrelevance is the party as seen from the outside by its critics.  Triviality is how the party is seen from the inside by its biggest advocates.  Trivialization is suicidal.

Now I have my own belief about the cause of this trend (the blunting of libertarian radicalism by the current Christian anarchist leadership's failure to embrace the abortion/choice issue as "involuntary servitude").   And I have a somewhat worked out solution to offer (competition from a new and more scientifically radical libertarian Tolerant Party).  But, at the moment, I am simply bringing the empirical data to your attention. Can anybody give me a better, more charitable explanation for this data? Show me please what I have overlooked, how I have over-reacted too soon to too little.

For example: maybe the failure of Calif. LP leadership to produce a regular monthly newsletter in print or by email can be shown to be the shortcoming that has depleted membership enthusiasm.  Maybe it can be explained that paid members over a certain level have been traditionally difficult to acquire and maintain, that if I look back at the longer history of membership levels we're actually at a high point.  Maybe it is the failure of the Republican Revolution and the decline of the religious right as a threat that is leading LPers back into the newly moderated Republican Party.  Please, somebody more knowledgeable, give me reason to hope the LP has not become an idea whose time has passed.  (
IRS Wants To Shut Down Pro-gun Internet Activities

The IRS has proposed some dangerous threats to free speech in their IRS Announcement 2000-84 (10/16/00).

In a transparent effort to protect the incumbents in Congress, the Announcement would prohibit a link from the Gun Owners of America (GOA) web site to, for example, the Bush and the Gore sites so that you can see for yourself what their positions on firearms are during a campaign.  Of course, GOA could do so if we subjected ourselves to the terms of the Speech Police at the Federal Election Commission.

If the GOA were to be treated as a political committee by the federal government, all of its members would have to be reported.  That is obviously totally unacceptable.

In an effort to deny funds for communications to members and the public, the Announcement would tax any proceeds from books and other products purchased at the GOA web site.  If someone wants to further the work of Gun Owners of America by purchasing things from GOA, why should the government put its greedy hands on that "income?"  In other words, the IRS wants a Speech Tax.

The announcement would also limit those with whom GOA could communicate.  The IRS would determine who is a member and then say that only members can receive e-mail from GOA.

Please communicate your displeasure with this Announcement by February 13, 2001.

You can send your objections via postal mail to:

Internal Revenue Service

1111 Constitution Avenue NW

Washington DC 20224

Attn: Judith E. Kindell

This is a press release issued by the Gun Owners of America.  For more information, please see their website at: http://www.gunowners.org  (
Unconstitutional Constitution

A Rhode Island state senator has drawn the ire of the American Civil Liberties Union for suggesting that schoolkids in that state recite the preamble to the state's constitution, reports the Providence Journal-Bulletin.

Democrat Daniel J. Issa wants students to begin the day by saying, “We, the people of the State of Rhode Island and Providence Plantations, grateful to Almighty God for the civil and religious liberty which He hath so long permitted us to enjoy, and looking to Him for a blessing upon our endeavors to secure and to transmit the same, unimpaired, to succeeding generations, do ordain and establish this Constitution of government."

Too religious, and therefore unconstitutional, says the ACLU. But Issa wonders: "How could it be unconstitutional to recite part of the Constitution?"  (
Deregulation?  Not Really

California is currently suffering an energy crisis.  There have been rolling blackouts across northern California.  Commentators galore have stated that deregulation has failed.  But has it?

Let’s face it, what California has now is not deregulation.  It is semi-deregulation at best.  

When California passed the electrical deregulation bill in 1996 is did not deregulate the retail price of electricity, instead fixing the price.  It did deregulate the wholesale market, allowing prices to fluctuate.

In addition, power companies were forced to sell their power plants.  Why couldn’t a power company both generate power and sell it to consumers?  That wasn’t considered “deregulated.”

True deregulation does not create more than 30,000 new rules.  True deregulation does not deregulate only half of the equation.  True deregulation does not compel companies to sell off assets.

Before we complain how deregulation has failed us, perhaps we should really try it.  (
Cost of Complying with Federal Income Tax is $125 Billion Annually, or 12 Cents Per Dollar Collected, According to New Tax Foundation Study

A new Tax Foundation study estimates that it costs individuals and businesses in the U.S. approximately $125 billion each year to read the rules and fill out the forms necessary to comply with federal income tax laws. That comes to approximately a 12-cent compliance burden for every dollar the federal income tax collects. 

The study appears as Tax Foundation Background Paper No. 35 by economist J. Scott Moody. Moody explains that many substantial costs that are certainly part of the overall "compliance burden" are nevertheless excluded from this estimate. For example, the productive value that people may have added to the economy if they had been working instead of filling out forms is excluded because estimating this "opportunity cost" is exceedingly difficult and speculative. The costs of the IRS, the Tax Court and all the litigation that taxpayers pay for when in dispute with these institutions are also excluded.

The $125 billion annual figure, therefore, represents an extremely cautious estimate of the compliance burden the nation faces each year. Moody focuses on just the paperwork requirements that taxpayers must meet. He examines IRS estimates of the number of hours required to fill out each form, finding that taxpayers spend 4.3 billion hours in a year of income tax compliance. That is the equivalent of a work force of over 2,083,000 people, more than work in the auto industry, the computer manufacturing industry, the airline manufacturing industry, and the steel industry combined.

It is important for the public to have an estimate of compliance costs because the performance of the economy is dramatically affected by the state of tax law. If lawmakers create an Internal Revenue Code that is terribly complex or that changes rapidly, taxpayers may not be able to obtain a reasonably certain conclusion about how taxation will affect a business plan or investment. When the tax consequences of a particular economic activity are unpredictable, then tax policy is handicapping the growth and dynamism of the U.S. economy.

Thanks to the Tax Foundation for this article.  Please visit their website at http://www.taxfoundation.org.  (
Electricity Deregulation Must Target Demand

Peter VanDoren and Jerry Taylor

California's electricity crisis has prompted much discussion about markets "not working." But commentators are vague about what a "well working market" would look like. They do not seem to appreciate the lessons we should have learned from the era of old-style regulation. Such ignorance explains the support for California Governor Gray Davis' ill-advised call for the state purchase of electricity under long-term contracts as the best way to "solve" the crisis. 

In a technical sense, a well-working market is one in which ratepayers, who have varying willingness to pay for electricity, and generators, which have willingness to supply power at varying prices, interact to allocate available supply among consumers. From the 1920s until recently, however, the electricity system had no market aspects at all. Ratepayers and generators interacted under a state-administered system in which supply and demand were balanced through engineering plans — not the market. Prices served only to recover costs, not to distribute supply to those consumers who valued it most or to signal investors about the need for new supply. 

The state-administered system survived for 40 years because it coincided with an era of ever-cheaper electricity. Declining prices, however, were not the result of regulatory efficiency. They were the product of technological advances in power plant operations — changes that stalled in the early 1960s. 

Two additional events ended the decline in electricity prices. First, many utilities turned to nuclear power. The least expensive nuclear power plants were cheaper than the least expensive coal plants. But many nukes turned out to be too expensive. Second, the 1978 Public Utilities Regulatory Policies Act (PURPA) required the utilities to accept generation from independent producers at rates set by the state. Some states (particularly New York and California) set those rates sky-high based on expectations of continued high fossil-fuel prices; expectations that turned out to be wildly inaccurate when energy prices collapsed in the mid 1980s. 

The combined effect of expensive nuclear and PURPA power triggered angry calls from businesses for rate relief. Rather than deregulate the industry and allow the nuclear and PURPA plants to declare bankruptcy, the regulatory regime was restructured in toto. The restructuring states combined a relatively unregulated electricity-generator market with a regulated transmission and distribution system. At the same time, they taxed consumers to bail the utilities out of their bad nuclear and PURPA investments. The hope was that if market forces governed generators, costly future investments would be avoided. 

The main problem with those restructuring plans is that they introduced market forces only on the supply side of electricity market. A well-working market also requires attention to demand as well. 

Critics focus on the fact that the restructured California market has fixed retail prices at 6.4 cents per kilowatt-hour through March 2002, which keeps demand from reacting to the supply scarcity and produces shortages and blackouts. While true enough, even if prices were not fixed by policy, prices in California would still be wrong all the time: They would be average monthly costs rather than the hourly marginal costs that exist in the wholesale electricity market. 

If consumers faced real hourly time varying prices — instead of fixed monthly costs — they would have an incentive to buy or contract for small-scale power sources (fuel cells or small natural gas turbines). Those would be activated by computer whenever the cost of power on the grid exceeded the cost of these small-scale alternatives. Consumers would also have an incentive to shift their electricity-demanding activities away from peak periods. 

Remember, it is the shortage of supply at peak demand that is California's main problem.  Moreover, the emergence of supply substitutes and more flexible demand because of "real-time pricing" would reduce the ability of generators to raise prices, as they have in California. 

Governor Davis' call for a return to the "good-old days" is thus unlikely to help. First, signing long-term contracts for energy during times of high prices was tried and failed in the 1970s. An over-investment in nuclear and independent power contracts resulted, producing rates far in excess of the spot market. A new set of boondoggles is undoubtedly on the horizon. Second, until price controls are removed and real-time pricing put in place, scarcities will continue. 

Davis and his allies might not like the marketplace. But, in truth, it's the only way out.

Peter VanDoren is editor of Regulation magazine, published by the Cato Institute. Jerry Taylor is director of natural resource studies at the Cato Institute.  You can visit the Cato Institute at http://www.cato.org  (


� EMBED MSDraw.Drawing.8.1  ���





Upcoming Events


February 15, 6:30 p.m. – February Business Meeting


February 15, 7:00 p.m. – February Supper Club


March 15, 6:30 p.m. – March Business Meeting


March 15, 7:00 p.m. – March Supper Club


March 17, 9:00 a.m. – Adopt-a-Highway cleanup
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Newsletter Deadline


The deadline for newsletter submissions is March 1.  If you have anything you want included in March’s Newsletter, please contact Deanna Peugeot at: � HYPERLINK mailto:dpeugeot@avlp.org ��dpeugeot@avlp.org� or:


P.O. Box 3475


Quartz Hill CA 93586-3475


661-943-5649 (fax)








I’m Sorry!


Due to printer problems, I couldn’t put out January’s Newsletter in time.  Instead, I’m combining January and February into one LARGE newsletter!  I’m sorry for this change in schedule.
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