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Thomas Sowell

Earlier this Fall, Manhattan Institute organized a tour for Hoover Institution economist Thomas Sowell
designed to coincide with the publication of the Manhattan Institutesponsored book, Markets and
Minorities (Basic Books). His schedule for this tour included the following: two lectures — one in New
York and one in Washington, co-sponsored by the Heritage Foundation — before journalists and public
policy officials, a New York reception attended by the nation’s leading publishers and editors; a
scheduled presentation before the Congressional joint Fconomic Committee; and an appearance on
“Meet the Fress.” These appearances and presentations led to a great outpouring of articles describing
Sowell and his work. Though some articles appeared in the form of ad hominem attacks, Sowell’s
appearances were so widespread — and his rebukes of anticipated attacks so well formulated — that
few of his critics were taken seriously.

Thomas Sowell made a deep and lasting impression on all those who heard hirn speak during
his East Coast tour The following edited transcript is a compilation of his remarks made during the
tour We have also included an edited transcript of his appearance on “Meet the Press,” which appears
on pages six and seven,




William M.H. Hammett—| would like to
welcome everybody to this lunch and thank you
for coming. Il introduce the moderator of
today’s talk, Mr. Leo Rosten. We're very privi-
leged to have Leo introduce Tom Sowel! and
moderate the session. Leo is a man of both the
academic and the entertainment worlds. He's
been a screenwriter and author and is a very in-
teresting gentleman. His credentials in the world
of ethnicity and matters of that nature are at-
tested to by his book, The Joys of Yiddish, among
many other accomplishments. Mr. Leo Rosten.

Leo Rosten — Professor Sowell is 51 years old. He
was born in North Carolina and came to Chicago
and Harlem at an early age. He dropped out of
high school; he went back to college after being
in the Marine Corps under the G.1. Bill and ulti-
mately ended up at the University of Chicago,
where he got a Ph.. in economics.

Professor Sowell has taught at UCLA. He
worked in the Department of Labor It is not a
secret that he was offered the post of Secretary
of Education, and it is not a secret that he was
seriously thought of as Chairman of the Council
of Economic Advisers, He is currently a Senicr
fellow at the Hoover Institution. He has written
almost a dozen books including: Knowledge and
Decisions, Fthnic America, Classical Economics
Reconsidered, Pink and Brown People and, most
recently, Markets & Minorities, about which he
will talk today. He is certainly a man whose work
commands great respect. It impresses me be
cause of the ferocity of his documentation. One
chapter in Ethnic America has 358 footnotes. It
appalls me. But it is one way of trying desper-
ately to make a point by that most neglected of

methods today —data. Just facts. | am sure that
Professor Sowell is a rising star in the world of
economics and public policy. | am sure he will
be heard from in the future. In fact, he’ll be
heard from right now. Tomn Sowell.

Thomas Sowell—Thank you very much. | think
¥ll talk a little bit about Markets and Minorities,
what its purpose is, and some general idea of
what it's about. The central purpose of this
book, and perhaps of other books I've done, is to
be “anti-foregone conclusion” I'm always
amazed, and usually appalled, at how many
foregone conclusions shape our thinking and
even our policies at the highest level; how many
people regard facts as impediments at best and
“red herrings” at worst. What | try to do in
Markets and Minorities is to change foregone
conclusions into testable hypotheses.

Challenging Foregone Conclusions

For instance, very often vou read that
people no longer live in rags as they did in the
19th century because we are now humane and
will not accept those kinds of conditions. How-
ever, one must recall that there was a man
named Singer who invented something called
the sewing machine. Before Singer came along,
most ordinary people did not buy brand-new,
ready-made clothes, because they could not af-
ford to. They either had homespun clothes or
second-hand clothes. Second-hand clothes were
so widely used that they spread diseases
throughout the whole society.

Another foregone conclusion is that slum
clearance is a good thing. Slum clearance, of
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I do not have faith in the market. | have evidence
about the market.” - Thomas Sowell

Thomas Sowell addresses the forum

course, is very good from the point of view of
the observers of slums. But the people who lived
in those slums always had the option to live
somewhere else if they were willing to reduce
their already low standards of living. All that
slum clearance does is force them to do that
which they had not chosen to do beforehand.
The reason people are no longer packed into
slums today, to even a fraction of the extent they
wete a hundred years ago, is because modern
transportation allowed people to get to and
from work without having to be within walking
distance of the job,

Yet another notion which has become a
foregone conclusion for a generation now is the
assumption that separate schools are inherently
inferior. | was appalled in locking through the
literature to find that there really is no documen-
tation for that argument in Brown v. Board. |
think the argument for desegregating society—
for ending the Jim Crow laws--rests on a much
firmer foundation than the presumption that
black kids are sitting in the schools not able to
learn because there are no white kids there. As |
read Brown v. Board after all these years and see
the assertions, I, at least, think back to my old
childhood in the South when | grew up and went
to school—a segregated school, obviously. |
can't think of a single time that we ever thought
about white kids. | can’t remember anybody ask-
ing why they weren’t there. We would have
wondered what the hell they were doing there if
they were. And the idea that we were wringing
our hands and unable to do our work because
they weren’t there somewhat boggles the mind.

Minorities in Markets

Markets aren’t magic any more than gov-
ernent is magic. The nature of the market
matters, In various places | try to talk about dif-
ferent kinds of markets—why in some kinds of
markets you chronically find more discrimina-
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tion than in other kinds of markets, and what
that implies about public policy.

If you look at protected markets — the regu-
lated utilities, the nonprofit organizations, uni-
versities, or government itself —these have
historically been the places with the greatest
amount of discrimination. Back in the 1930s
there was a grand total of three black Ph.D.s
teaching at all the nom-black universities in the
country combined. At the very samie time, there
were more than 300 chemists alone employed in
private industry. Of course, the chemical indus-
try was a lot more competitive than the aca-
demic world. Foundations, including many of
those which are full of moral pronouncements
today, were places where blacks were not
hired—even foundations whose avowed pur-
pose was the advancement of blacks.

The government also went through a very
fong period of retrogression in the hiring of
blacks. There were fewer blacks in high positions
in the government in 1930 than there were in
World War |. In the military, blacks were elimi-
nated from the navy. When | say eliminated, |
mean totally eliminated, whereas, for example,
back in the time of John Paul Jones, one-fourth
of his crew was black.

Today's reverse discrimination is also prev-
alent in these protected markets, and | argue
that preferences and discrimination are the exact
same action expressed in different words, If you
have preferences fora, b, and ¢, then you are dis-
criminating against x, v, and z.

Costs of Discrimination

One of the points | try to get across in Mar-
kets and Minorities is the cost of discrimination.
By the cost of discrimination | include the cost
to the person who is discriminating, because he
loses many opportunities for profit and for ad-
vantages when he discriminates. It’s this cost
which is highest in a competitive market.



“If a black kid graduates first in his class at Harvard,

he is still thought of as someone who got
his degree because of affirmative
action.” — Thomas Sowel!

Some years ago the Washington Redskins
had a “white only” policy in their hiring. At that
time integration was a very controversial thing in
the South and the Washington Redskins were the
surrogate home team for all the Southern states,
there not being any Southern football teams at
the time. One sportswriter wrote that the new
quarterback for the Redskins “faced the whitest
huddle and the darkest future of any quarter
back in the NFL” And it was precisely under the
most racist ownership in the history of the club
that they finally hired their first black halfback.
They could no longer afford the cost of discrimi-
nation.

Many people say to me that | have faith in
the market. | do not have faith in the market, |
have evidence about the market. One of the
gross misconceptions made about the market
and about market economists is that we are
assuming good wiil on the part of the people in
the market. When | teach the history of eco-
nomic thought, | usually make an offer on the
first day of class that 1 will give an “A” to the stu-
dent who can find a single favorable reference to
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a businessman anywhere in the 900 pages of The
Wealth of Nations by Adam Smith. No student
has ever gotten an “A” that way. Few have got-
ten them any other way You will find more
denunciations of businessmen in The Wealth of
Nations than you will find in any other book that
I know of, with the possible—and | say this ad-
visedly -—exception of Das Kapital by Karl Marx.

Historical and International Examples

Nothing has strengthened my belief
that competitive conditions do more to reduce
discrimination than other conditions than an
international study | am now engaged in.

South Africa is an area where | think we
may safely assume that there is extremely little
racial good will. And vet, in studying the history
of South Africa, what [ find is that prior to the
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Nationalist government taking power (first in the
early "20s in a coalition, and then in1948), blacks
were rising in South African industry and, in-
deed, it was the rise of blacks which provoked a
series of political responses which culminated
uitimately in apartheid. Businessmen, operating
under the profit motive, found that the cost of
indulging their discrimination was simply too
high.

in the early part of the 20th century, there
were massive strikes against the mining compa-
nies in South Africa, precisely because blacks
were slowly but surely rising up through the
ranks. When, finally, the white miners refused to
work with blacks, the employers simply started
firing white miners and hiring more black miners.
At this point the political reaction set in: the Na-
tionalists came to power, and they then made it
a matter of law how many blacks could be hired.
That was when preferential treatment and quo-
tas for Europeans were ushered in. And since
then, particularly after the apartheid policies,
the Nationalists have had to enormously expand
the role of government--the bureaucracy and
the detailed regulation—in order to sustain that
policy. They discovered the hard way that what
they wanted to achieve could not, in fact, be
achieved through the market. The South African
government—the Nationalist Party—has tradi-
tionally been an anti-market party. The first
color bar in South Africa was put in with the sup-
port of leftwing unions, including socialists and
Marxists. The Nationalists in South Africa speak
of advancement of blacks as one of the abuses
of capitalism—one of the “abuses” overlooked
by Jane Fonda.

Another example of discrimination which
has not led to poverty comes from Southeast
Asia. | find that throughout Southeast Asia the
Chinese are hated like poison. Among other
reasons, they have far more entrepreneurship
and far more skills than the native peoples of
these lands. They have created whole industries
and introduced new crops. No country in South-
east Asia allows the Chinese to have equal
rights, s0 one doesn’t have to speculate about
whether or not there is anti-Chinese feeling. It is
all there in bfack and white on the statute books
-~ not only regarding jobs in the government, but
jobs at the university, admission to the university,
and ability to work in certain industries. The fact
is, however, that the Chinese in Southeast Asia
are among the most prosperous people there. In
some countries, they earn up to double the in-
come of the native people who are oppressing
thern. Those who argue that the Chinese have
gotten this by exploiting the natives could test
this out by looking at places where there are
only Chinese residents, such as, for example,
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“I am not the ‘Dear Abby’ of black people. Advice
to black people is in abundant supply.”
— Thomas Sowell

Singapore or Hong Kong. In Hong Kong, 98 per-
cent of the population is Chinese. They have the
highest standard of living in Southeast Asia. i
they're getting it by exploitation, they must be
exploiting those other two percent something
awful--the other two percent being the British,
who run the colony.

When the Japanese first came to the United
States at the beginning of the 20th Century, they
were paid lower wages than the white workers.
Of course, they were more productive than the
white workers, and 20 years later they were
being paid more than the white workers. No one
paid these workers more out of good will. They
did it out of self-preservation.

In the initial period after the Civil War all
sorts of discriminatory practices were engaged
in. For instance, there were some blacks who
were not told about the Emancipation Procla-
mation, so that a free year’s labor could be got-
ten out of them. But by the second year, things
began to change. As one black writer said in
1865, “They may be able to cheat poor blacks
out of one year’s work, but in spite of them, the
black laborer will get one year’s experience.”
And s0, those employers who had the werst con-
ditions suddenly found there was nobody lined
up for their jobs the following spring. And those
who had been a little more decent found that
they had a very large pool of people to draw
upon; they could hire the best workers and get
their crops planted first. That type of pressure,
over a period of years, had drastic effects on the
Southern labor market. So the costs of discrimi-
nation are inherent in competitive markets.

People often say that I'm denying that
there’s racism. On the contrary, racism exists
everywhere, around the world, down through
history. That's one of the reasons it's hard to use
it as an empirical explanation for anything. in
the United States, for example, Puerto Ricans
have lower incomes than blacks. | don't know of
anyone who believes Puerto Ricans encounter
more discrimination than blacks. Obvicusly,
there must be something else involved besides
this discrimination,

One of the things | do in Markets and
Minorities is break groups down into internal
groups about which the general society is un-
aware. For example, among Chinese Americans
you'll find some of the most prosperous people
in the United States and some of the most
poverty-stricken in the United States. Chinese
Americans as a group have more education than
whites, but they have higher percentages of il-
literacy than blacks. The reason is that there are
profound internal differences among the
Chinese Americans.

The first wave of Chinese immigrants, those
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Joseph Sobran, National Review (1} and Tom
Bethell, Harper’s

who arrived before World War I, came fromonly
one of 98 districts in one province of Chinal
Those people are enormously prosperous. Those
who have come here more recently, especially
from Hong Kong, are the people who are in the
sweatshops, in the Chinatown restaurants, and
who are crowded into the slum dwellings in
those areas. Now, to the average American
employer and landlord there’s no way of
distinguishing among these different groups of .
Chinese. Many are even unaware that such dif-
ferences exist. Therefore, you cannot explain, on
the basis of discrimination, why one segment of
this group has income well below the national
average, because the people who might be
doing the discriminating don’t even know the
difference. You could have gone back to the 19th
century and made the same statement about the
German Jews and the Eastern European Jews.
You could have made the same statement about -
the italians from the north of ltaly and those
from the south of ttaly. And you could make
similar kinds of statements about native blacks
and about blacks who came here from the West
Indies.

Perhaps other evidence or other tests might
be more appropriate than some of those I've
used in Markets and Minorities, but the
main point is that there should be a testing of
hypotheses rather than reasoning by foregone :
conclusions. Thank you,
Daniel Oliver, Department of Education—Is -
there any evidence that black political leaders in .
this country are beginning to accept more of
your thinking? 2
Thomas Sowell - Not a speck.
{Continued on page 8) |
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THOMAS SOWELL
on

MEET THE PRESS

When Thomas Sowell was interviewed by the panel of
NBC’s “Meet the Prass,” one immediately realized
how little attention has been given to his pathbreaking
economic research on minorities, Repeatedly, Sowell
was forced to correct questions based on false prem-
fses and foregone conclusions, to repeat answers
stripped of popular rhetoric, and to tolerate charges
that he has a vested interest in his findings. So precise
and demanding were Sowell’s responses fo questions
during taping of “Meet the Press” that a producer in
the control room commented: “'You know, this is the
first time the guest has moderated the show ™

Sowell’s appearance on “Meet the Press” was a
graphic illustration of how much maore work must be
done to bring market-oriented research to the atten-
tion of those who cover economic affairs for the
nation.

PANEL:

Bill Monroe— NBC News

Emery King - NBC News

William ). Eaton— Los Angeles Times
Marvin Kalb— NBC News

Mr. Monroe — What response do you have to the spe-
cific attack of black civil rights leaders who say that
the President has turned his back on black Americans
by pulling back from busing, affirmative action, and
other such social programs, who say that the Presi-
dent is beginning an era of retrogression for blacks?

Mr. Sowell—I think that those civil rights leaders

Thomas Sowell and the Meet the Press panel
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have unfortunately, in recent years, themselves
turned their backs on blacks. They are promoting
things which, as | see in the polls, most blacks are not
supporting; for example, quotas and busing. They're
following what the white liberals are saying and not
what the black community is saying.

Mr. King— A recent NBC News documentary showed
that black people nationwide are extremely con-
cetned about the effects the nation’s cutbacks in cer-
tain social programs will have on their lives, and in
some cases their very ability to survive. Would you
convince them in any way to be more trusting in a
program that seems designed to benefit the rich at
the expense of the poor?

Mr. Sowell —Well, | wouldn't accept that characteri-
zation of the program because I wouldn't have even
such small association with it as { do if | thought of it
in those terms. | think that if you're going to take
away anything from anybody anywhere in the whole
society, they're going to be apprehensive about it,
because they see immediately what they're losing.
What they don’t see is how this is going to help the
economy and therefore help them as part of that
economy.

M. King— Blacks have made more progress in the
fast 17 years than at any other time in history—
progress that came about largely as a result of the
government’s social programs during that period,
among them affirmative action. What do you pro-
pose or would you propose as substitutes as we see
the Administration going about the business of
dismantling some of these programs?

Mr. Sowell—1 would disagree with you entirely on
your facts. As Fve looked at affirmative action, 1 do
not see blacks or Hispanics rising relative to the
general population under affirmative action, | think
there are a lot of assertions and foregone conclusions
that are stated over and over again, but repetition is
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