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Join us for a PRI event in your area
Register now at pacificresearch.org/events

Pacific Research Institute’s Inaugural
Milton Friedman Dinner

Mark Cunningham
Executive Editorial Page Editor, New York Post

Wednesday, June 25
6 pm

The Union Club of NYC
101 E 69th Street
New York, NY 10021

Sailing and Dinner
October 4, 2025

Celebrate William F. Buckley, Jr.’s
100th birthday by “Sailing in Paradise”
on the tall ship America.

The sailing adventure will be followed by
dinner at the Balboa Bay Resort
Newport Beach, California.

Reminisce Bill Buckley’s life and times with
Ramesh Ponnuru, editor of National Reviews;
Charles Kesler, editor of the Claremont Review
of Books; and Peter Robinson, senior fellow of
the Hoover Institution. e

—

By following PRI on Facebook, you'll be the first to read free-market
ideas from PRI's scholars on education freedom, single-payer health
care, crime, homelessness, green mandates like the proposed ban
on natural gas appliances, and more.

You'll also be the first to know when tickets go on sale for PRI's
must-attend luncheons, dinners, and other events in California and
beyond featuring top policy analysts like Michael Shellenberger,
Gordon Chang, and Steve Hilton.

Follow us at facebook.com/
pacificresearchinstitute/

FOLLOW US HERE TOO!

o @pacificresearch

youtube.com/pacificresearch1

@ www.linkedin.com/company/pacific-research-institute

@ pacificresearchinstitute

Dear Friends

and Supporters,

Since the last issue of Impact Magazine, a lot

has happened. Donald Trump was inaugurated

as the 47th president of the United States and
Republicans now have control of all three levels
of government. And, just before the inauguration,
Southern California was affected by disastrous
fires that have caused unimaginable damage with
many homes destroyed and the residents losing
everything. The recovery will be slow and costly.

This Impact begins with Tim Anaya highlighting
how what Gov. Gavin Newsom calls “The
California Way” is already letting down Angelenos
as they look to rebuild in the wake of the wildfires
(page 3). Then Steven Greenhut reports how the
state’s self-created insurance crisis hurts wildfire-
affected homeowners (page 8). And finally, Lance
Izumi offers a path forward for students who have
lost their homes and belongings in the fires (page
).

As the new Trump Administration enacts some
much-needed reforms through the Executive
Orders he has signed in his first 100 days, 1
outline five ways President Trump can work to
improve our health care system, which you can
find on pages 16-17. Also, we are so delighted that
Chris Wright, a PRI board member since 2007

and founder of Denver’s Liberty Energy, was
confirmed as Secretary of Energy! See page 19 for
more details.

Also in this issue:

* On pages 14-15, Nikhil Agarwal takes a
critical look at Gov. Gavin Newsom’s budget
and breaks down the governor’s ridiculous
claim that California is not a high-tax state.

» We welcome two new scholars to the PRI
team: Gordon Chang, a widely regarded ex-
pert on China, and Professor Wilfred Reilly,
a renowned voice on the problems with
identity politics and reparations. On pages
10-11, Gordon explains China’s fixation on
taking over Taiwan, while Wilfred on pages
12-13 frames the fundamental problems
with reparations.

* Senior Fellow Wayne Winegarden Ph.D and
Matt Fleming show how California’s never
ending push for electric vehicles is missing
its stated goals while making matters worse
for California drivers, on pages 18-19.

* On pages 20-21 we feature some of the
important policy insights from Steven
Greenhut’s latest Free Cities Center booklet,
Building Cities From Scratch.

I want to thank you all for making our work possi-
ble. It is only through your continued support that
we can keep fighting for liberty.

Sally C. Pipes

President, CEQO, and
Thomas W. Smith Fellow in
Health Care Policy

Pacific Research Institute
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Southern California

Wildfires Show Just
How Destructive the

il T,

‘California Way’ Can Be

Tim Anaya orlglnally published in the Orange County Reglster


https://www.youtube.com/watch?v=kNU3v-yRTOo&themeRefresh=1
https://www.youtube.com/watch?v=nf4qDyRXds8&list=RDNSnf4qDyRXds8&start_radio=1
https://www.youtube.com/watch?v=nf4qDyRXds8&list=RDNSnf4qDyRXds8&start_radio=1
https://www.youtube.com/shorts/MI4uS4TTCSw
https://www.youtube.com/shorts/MI4uS4TTCSw
https://www.youtube.com/watch?v=tkvdDVnkeiw
https://www.youtube.com/watch?v=tkvdDVnkeiw
https://x.com/PodSaveAmerica/status/1878161857954930798
https://x.com/GavinNewsom/status/1878203590197862416
https://x.com/GavinNewsom/status/1878203590197862416

'The California Way didn't start the
fires. But years of reckless policies
and misplaced priorities advanced
by Newsom, Bass and their allies
have made containing the fires
harder — and will make recovery
and rebuilding more difficult.

It’s an agenda that brings us in-
adequate water infrastructure, im-
properly maintained forestland,
bureaucratic red tape, investments
in lesser priorities, and weakened

public safety laws.

To be fair, Newsom has taken
some good steps, such as issuing
an executive order waving CEQA
review and Coastal Commission
permits for rebuilding.

But Southern Californians can’t
help but think that he only acted
decisively because his supporters
in the bluest precincts were vic-
timized. By comparison, no such
relief was granted for Camp Fire
victims. All they got were lectures
about climate change.
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The California Way is as much
about attitude as it is policy —
Newsom and state bureaucrats
know better than Californians
how they should live their lives.

Those living in wildfire-prone ar-
eas from Paradise to Pacific Pali-
sades aren't living as government
thinks they should. After all,
most live in single-family homes
with big yards, cook with gas ap-
pliances, drive SUV's long distanc-
es, demand their kids are offered
Algebra 1 in the eighth grade, and
support strengthened retail theft
laws — all in opposition to New-
som’s wishes.

If they lived the California Way
as he envisions it, they'd be doing
their part for equity and climate
change by living in a small apart-
ment in a dense high-rise, eating
a vegan diet, riding their bikes or

taking the bus, and giving up their

daughter’s spot at UCLA in the

name of fighting racism.
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In many ways, the fire victims

caused their own disaster by living
a freedom-filled life.

How dare Californians criticize
Newsom, he argues on his “mis-
information’-busting campaign,
when he has promoted many
big-government spending initia-
tives on wildfires and water.

But those now without a home
correctly ask if he can point to any
successful outcomes. The answer
is, tragically, no.

But that’s the California Way —
vibes and tweets are more import-
ant than delivering the essential
services hard-working taxpayers
expect.

Only when competence and rea-
sonableness rule the day in policy-
making will anything change.
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Read the latest from PRI's scholars about the Southern California wildfires recovery
and rebuilding. www.paciﬁcresearch.org/issues/wildﬁres



emergency after

officials let crisis fester

Horrific wildfires in Los Angeles have focused atten-
tion on California’s ongoing insurance troubles, but
because of the state’s inaction its insurance industry is
facing an existential crisis.

“Uncharted territory,” as one insurance agent put it. It
may be uncharted, but officials have long known where

this path would lead.

Insurance companies had been waving the warning
flags for years, but to no avail. And I wrote about this a
few years ago in a piece appropriately called, “Califor-
nia’s Coming Insurance Crisis.” Even as top insurers
stopped writing new property insurance policies or
exited the state altogether, the governor and Legisla-
ture failed to make the issue a priority.

It’s taken far too long for the Insurance Commis-
sioner Ricardo Lara to implement some modest,
albeit sensible reforms. They are useful, as they finally

allow insurance companies to use catastrophe models
in setting rates rather than relying entirely on past
claims. Our officials blame climate change for virtually
every problem, yet had refused to let insurance com-
panies price their policies based on information about
increasing heat and drought risks likely caused by a
warming climate.

The reforms also finally allow insurers to account for
rising rates for reinsurance — the insurance policies
that insurance companies buy to protect their capital
reserves and allow them to write more policies. The
department also has worked to speed up the rate-
review process, which can take months or even years
for insurers to get the OK to adjust rates to reflect
market conditions. In exchange, insurers agree to
write more policies in fire-prone areas. It may be
too little, too late. (continued on next page)


https://www.insurance.ca.gov/0400-news/0100-press-releases/2024/release065-2024.cfm
https://www.insurance.ca.gov/0400-news/0100-press-releases/2024/release065-2024.cfm
https://www.nationwide.com/financial-professionals/blog/planning-guidance/articles/understanding-reinsurance-a-guide-for-financial-professionals
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The problem is more fundamental. Insurance compa-
nies are in the business of writing insurance policies.
When those companies are pulling back from or out
of a market that suggests an underlying regulatory
problem. In California, the problem centers on our
prior-approval insurance system (shared by 12 other
states), approved by voters in 1988.

It turned the insurance commissioner into an elected
position and rolled back property and auto insur-
ance rates by 20%. It created a Byzantine process by
which the commissioner must approve rate changes.
It’s a system of price controls. Government officials
employ a variety of formulas
to determine the “reasonable”
profits that an insurer can
earn. The initiative created

a process whereby “interve-
nors” are paid to essentially
oppose rate hikes.

‘ ‘ True insurance
reform would
require another
ballot measure, risk.

Recently, Gov. Gavin Newsom announced special
legislative efforts to protect California from the
incoming Trump administration. Last year, he held
an emergency session to deal with supposed oil-com-
pany price gouging — a pointless act of performative
politics given we all know the cause of our high gas
prices (state gas taxes, special fuels formulation and
efforts to shutter the fossil-fuels industry).

Newsom obviously has some tools at his disposal

to deal with a true crisis but has refused to use his
political capital to use them. As the Pacific Research
Institute’s 2021 book “Saving California” explained,
the governor could use his
emergency powers to step up
forest-clearing efforts and
divert funds from the flounder-
ing high-speed rail project to
projects that will reduce wildfire

but lawmakers

As elected officials, insurance
commissioners have a built-
in incentive to oppose rate
hikes, which aren’t great for
political careers.

In one instance, the state’s
largest insurer, State Farm,
proposed raising rates 6.9% but the commissioner
instead ordered the firm to lower rates by 7% and
provide $100 million in retroactive rebates to con-
sumers. Years later, the company won its lawsuit,
but you can quickly understand why insurers quietly
reduce their presence in the state rather than deal
with this process — especially after a series of costly
wildfires required massive payouts and losses.

“Fires in 2017 and 2018 wiped out a full quarter-cen-
tury of profits for insurers, leading many carriers to
reduce the number of homeowners they covered,” re-
ported 7he New York Times. “In response, California
officials temporarily blocked insurers from dropping
homeowners in areas hit by wildfires.”

Lara just announced a similar moratorium, by
blocking insurers from dropping homeowners in the
affected Los Angeles fires for a year. Whatever relief
that may provide individual homeowners, it will only
exacerbate the problem.

could make
improvements
within the Prop.
103 straitjacket.

It’s a matter of misbegotten
priorities. True insurance reform
would require another ballot
measure, but lawmakers could
make improvements within the
Prop. 103 straitjacket.

'The latest insurance reforms
have shown some sign of helping as a couple of insur-
ers announced their willingness to start writing more
policies, but throw this unprecedented fire disaster
into the mix and all bets are off. To make matters
worse, the state-created, industry-funded Fair Access
to Insurance Requirements (FAIR) Plan could be on
the brink of insolvency as this bare-bones insurer of
last resort is dealing with an influx of policy holders
and claims.

Insurance provides the backbone to homeownership
and our economy. State officials have long known that
a massive disaster could pose an existential crisis. In-
stead of taking the matter seriously, they’ve continued
to focus on their usual progressive policy nostrums
allowing true crises to fester. We are indeed heading
into dangerous, uncharted territory. Sadly, it seems
unlikely that they have the fortitude to lead us out

of it.

Steven Greenhut is director of the Pacific Research Insti-
tute’s Free Cities Center.

Give fire victim families

emergency school choice

Lance lzumi, originally published at EdSource

As Gov. Gavin Newsom stood near a burned-down
school, Pacific Palisades mom Rachel Darvish pleaded
with Newsom: “That was my daughter’s school,
what are you going to do?” Newsom offered no real
answer for the distraught parent at the time.

Well, here’s the answer he should have given: all
families affected by the Los Angeles fires should
be eligible for emergency education savings
accounts parents can use to pay for education
alternatives for their children.

‘The Los Angeles fires have not only destroyed
people’s homes and businesses, they have
also razed neighborhood schools. Initial
reports indicate at least a dozen schools in
the Los Angeles area have burned, affecting
more than 5,700 students.

In the Altadena area, which was devastated
by the Eaton fire, nearly 2,000 students are
school-less. “I'm just really sad,” one 7-year-
old Altadena girl told a CBS-TV reporter,

“because I love that school.”

Describing the impact of losing her children’s

neighborhood school, an Altadena mom
said: “School is a big part of it because it’s the
foundation of a family’s daily life. Now we don't
have that anymore.”

'The sad reality for affected families is that rebuilding
schools, like rebuilding homes, will take a lot of
time and money, and only $1 million of Newsom’s

$2.5 billion wildfire relief bill was designated for
rebuilding schools.



https://sins.senate.ca.gov/sites/sins.senate.ca.gov/files/2023_proposition_103_fact_sheet.pdf
https://spectator.org/californias-rigged-insurance-market/
https://www.nytimes.com/2019/12/05/climate/california-fire-insurance-climate.html
https://www.nytimes.com/2019/12/05/climate/california-fire-insurance-climate.html
https://www.nytimes.com/2025/01/08/climate/california-homeowners-insurance-fires.html
https://www.nytimes.com/2025/01/08/climate/california-homeowners-insurance-fires.html
https://www.nytimes.com/2019/12/05/climate/california-fire-insurance-climate.html
https://www.cbsnews.com/losangeles/news/california-insurance-commissioner-moratorium-southern-california-homeowners/
https://reason.com/2024/08/30/gavin-newsoms-price-gouging-shtick-is-running-on-empty/
https://reason.com/2024/08/30/gavin-newsoms-price-gouging-shtick-is-running-on-empty/
https://www.pacificresearch.org/steven-greenhut-details-new-saving-california-book-on-kpay-chico/
https://www.cbsnews.com/sanfrancisco/news/california-fair-plan-insurer-of-last-resort-warns-major-disaster-could-wipe-out-funds/
https://www.foxbusiness.com/politics/california-fires-insurance-companies-dropping-coverage-fleeing-state-due-decades-old-law
https://www.cbsnews.com/video/several-schools-destroyed-in-los-angeles-area-wildfires/
https://www.cbsnews.com/video/several-schools-destroyed-in-los-angeles-area-wildfires/
https://www.cbsnews.com/video/several-schools-destroyed-in-los-angeles-area-wildfires/
https://www.cbsnews.com/video/several-schools-destroyed-in-los-angeles-area-wildfires/
https://www.cbsnews.com/video/several-schools-destroyed-in-los-angeles-area-wildfires/
https://www.gov.ca.gov/2025/01/23/governor-newsom-signs-2-5-billion-bipartisan-relief-package-to-help-los-angeles-recover-and-rebuild-faster-from-firestorm/

Even in normal times, it takes two
years or more to build a school, and
school construction costs range

from $70 million to $100 million
per school.

What are families to do in the
meantime?

Many affected families have been
dispersed to various parts of South-
ern California and beyond. Since
their homes will not be rebuilt soon,
government leaders can address the
individual needs of children in this
diaspora by giving every child af-
tected by the fires a publicly funded

education savings account.

According to the school-choice
organization EdChoice, educa-
tion savings accounts “establish for
parents publicly funded govern-
ment-authorized savings accounts
with restricted, but multiple uses
for educational purposes,” to be
used in-state.

Parents can use these funds to cover
“school tuition, tutoring, online ed-
ucation programs, therapies for stu-
dents with special needs, textbooks
or other instructional materials, and
sometimes save for college,” what-
ever policymakers determine. Some
programs cover home school costs.

California leaders can model on
Arizona, where education savings
accounts are funded at 90% of
the state’s per-pupil funding, with
special needs students receiving
higher amounts.

In Newsoms proposed 2025-
26 budget, $83 billion from the
state’s general fund would go to
K-12 education. Using Arizona as
a guide, $12,800 could be made
available for these accounts for each

affected child.

With thousands of affected students,
the total cost for an emergency
education savings account program
would be around $73 million — a
drop in the bucket compared with
the billions of dollars in aid being
discussed for other aspects of the
affected areas.

Education savings accounts are
popular with parents. In Arizona,
a large majority of parents support
such accounts.

¥V Government
leaders can
address the
individual needs
of children in
this diaspora by
giving every child
affected by the
fires a publicly
funded education
savings account.

For example, after talking with
Arizona State Board of Education
member Jenny Clark about the
state’s education savings account
program, one family said, “We
continue to utilize the ... program
to tailor our son’s education to meet
both his great strengths and real
challenges.”

Today, 18 states from Wyoming
to West Virginia have similar
programs.

Public schools could be
held financially
during the existence of these
accounts. As EdChoice noted,
in states with school choice

harmless

programs, “‘many have funding
protection policies.” In California’s
case, districts could continue to
receive their current average daily
attendance funding.

Education savings accounts could
be funded through the billions
of dollars in aid the state will
surely receive from the federal
government. President Donald
Trump would likely look favorably
on this program since he proposed
a similar program at the federal
level in his first administration. The
education savings account program
should be reevaluated after a few
years to ensure it’s working as
designed and improved as needed.

While the catastrophe of the Los
Angeles fires has created great
uncertainty, one thing is certain:
Parents affected by the fires will
need the flexibility to pivot and
choose educational alternatives that
best suit the individual needs of
their children.

Parents cannot wait for bureaucratic
processes to rebuild the schools that
had been. These families need tools
right now to pay for and provide for
educational services to meet their
immediate needs.

“We are so thankful for the
educational freedom,” said another
Arizona family that used their
account funds for a home school
hybrid program.

With National School Choice
Week upon us, it is a perfect time
to give fire-affected Los Angeles
parents the freedom and flexibility
they so desperately need.

Lance Izumi is Pacific Research
Institute’s Senior Director, Education
N
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Why China Believ

es Taiwan

is an Existential T_hreat

Gordon Chang, Gordon Chang Report

THLEY
S

“The reunification of the mother-
land is a historical inevitability,”
Xi Jinping proclaimed in his 2024
New Year’s address, referring to
Taiwan.

China’s annexation of Taiwan as
its 34th province, however, is by
no means guaranteed.

So far, Taiwan—officially the Re-
public of China—remains beyond
the grasp of Xi’s People’s Republic
of China. If events are moving in
any direction, they are headed to-
ward permanent separation of the
two states.

There are many reasons for the
forever division of the two repub-
lics, and two mutually incompat-
ible ones stand out. First, most
of the people on Taiwan do not
think they are “Chinese.” Second,
the Chinese in China disagree,
believing the people living in Tai-
wan are of the same blood.

“All Chinese on both sides of the

Taiwan Strait should be bound by
a common sense of purpose and
share in the glory of the rejuvena-
tion of the Chinese nation,” Chi-
na’s leader also stated in his New
Year’s address. He can say this be-
cause he believes there is a com-
mon bond based on blood lines.

Through decades kof relentless
Communist Party indoctrina-
tion, the people of the People’s
Republic agree with itheir leader.
The “family” line of argument of
course supports what the Party
terms ‘reunification” with Tai-
wan—families, after all, should
not remain divided—but the no-
tion of one family also makes war
on the island republic extremely
unpopular.

China’s people often say among
themselves that “Chinese should
not kill Chinese.” A war against
Taiwan would almost certainly
result in tens of thousands and,
more likely, hundreds of thou-
sands of deaths.

The Chinese people, devastated
by the first prolonged econom-
ic downturn since the 1970s, are
in no mood for war and are even
withdrawing from society in large
numbers. Killing Chinese “com-
patriots” on a mass scale is the last
thing China’s people want their
rulers to do.

Most living in Taiwan, on the
other hand, do not see themselves
as “Chinese.” In fact, no Chinese
ruling group has ever held in-
disputable sovereignty to the is-
land... China’s historical and oth-

er arguments have fallen flat with
Taiwan’s people. Xi Jinping has
been promoting Beijing’s rule of
the island republic under the “one
country, two systems” formula, but
that promise has fallen flat with
most Taiwanese.

'The DPP, as Taiwan’s governing
party is known, can thank Xi for
its big victory this January when
Vice President Lai Ching-te won
the presidency. Lai’s campaign
was ailing in the weeks before the
election because voters were ex-
pressing dissatisfaction with DPP
governance on bread-and-butter
issues. Then Beijing decided to
weigh in, calling the vice president
a “separatist” and “destroyer of
peace.” As a result, ethnic Taiwan-
ese voters began to focus on their
ethnicity and the China threat.

China’s extensive political warfare
efforts directed at Taiwan, there-

tore, have been counterproductive



https://calmatters.org/education/2023/11/school-construction-2/
https://www.edchoice.org/school-choice/types-of-school-choice/education-savings-account/
https://www.edchoice.org/school-choice/programs/arizona-empowerment-scholarship-accounts/
https://ebudget.ca.gov/2025-26/pdf/BudgetSummary/TK-12Education.pdf
https://ebudget.ca.gov/2025-26/pdf/BudgetSummary/TK-12Education.pdf
https://excelinedinaction.org/2024/09/23/the-reality-of-arizonas-education-savings-account-program-strong-parental-support-and-budget-efficiency/
https://excelinedinaction.org/2024/09/23/the-reality-of-arizonas-education-savings-account-program-strong-parental-support-and-budget-efficiency/
https://www.loveyourschool.org/arizona/2021/02/17/the-newkirk-family/
https://edsource.org/2025/give-fire-victim-families-emergency-school-choice/What%20States%20Can%20Learn%20from%20Today%E2%80%99s%20Education%20Savings%20Account%20Programs:%20Key%20Insights%20for%20Successful%20Implementation
https://edsource.org/2025/give-fire-victim-families-emergency-school-choice/What%20States%20Can%20Learn%20from%20Today%E2%80%99s%20Education%20Savings%20Account%20Programs:%20Key%20Insights%20for%20Successful%20Implementation
https://edsource.org/2025/give-fire-victim-families-emergency-school-choice/What%20States%20Can%20Learn%20from%20Today%E2%80%99s%20Education%20Savings%20Account%20Programs:%20Key%20Insights%20for%20Successful%20Implementation
https://www.edchoice.org/engage/how-states-protect-funding-for-public-schools/
https://www.loveyourschool.org/arizona/2024/02/13/the-tackett-family/
https://www.loveyourschool.org/arizona/2024/02/13/the-tackett-family/
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ing the island republic. He has re-
peated his demand many times since
this landmark statement.

To annex Taiwan, therefore, China
will have to use force. The People’s
Liberation Army, however, is not
ready to invade. Even if it has suf-
ficient firepower to do so, as many
analysts believe, the senior leader-
ship of the PLA, as China’s military
is known, is in disarray, wracked by
purges during the last two years.

Because China is not ready to invade,
Xi may try something else. Taiwan of-
ficials late this year have told visiting
foreigners that they expect Beijing to
impose a quarantine over the island
republic in the coming months.

Xi cannot back down if his quaran-
tine fails. Only the most hostile an-
swers are considered acceptable in
senior Communist Party circles, so
the world has to be prepared for any-
thing, at any place, and at any time.

o

“ L ey
%Qr}a;\,: 7 y

Would the fight be worth it to Xi? He
evidently believes that Taiwan poses
an existential threat to the mighty
People’s Republic of China. Because
the Chinese people believe Taiwan’s
people are of the same blood, the
people of Taiwan fatally undermine
the Communist Party’s core narrative
that the Chinese are not yet ready to
govern themselves. Taiwan’s democ-
racy is vibrant, and the island repub-
lic is proof that the Chinese people

are capable of good governance.

Taiwan, therefore, must be prepared
because the Communist Party be-
lieves it cannot allow the island re-
public to remain independent. Con-
flict, therefore, is virtually inevitable.
Success for China’s regime, however,

is not.
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Gordon Chang is
an author, lawyer and public
speaker who is widely
considered an expert on
China. He lived and worked
in China and Hong Kong for
nearly two decades.

His writings have appeared
in many of America’s top
publications, like The New
York Times, The Wall Street
Journal, Commentary,
National Review and
Newsweek. He graduated
from Cornell Law School
and has spoken at many
ivy league institutions,
think tanks and even
congressional committees.

We are honored to have him
as a regular contributor.

Read the Gordon Chang
Report every month at
pacificresearch.org/
gordon-chang-reports/
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Reparatlons Push

Wilfred Reilly is an
associate professor
of political science at

Kentucky State University.

He is widely regarded as
an expert on the effects
of identity politics and
reparations. He has a
Ph.D. in political science
from Southern lllinois
University and J.D. from
the University of lllinois
College of Law.

He's a brilliant and

provocative writer whose

| work appears regularly in

" National Review. We are

excited to have himas a

regular contributor to PRI.
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As  California
debates the logic of pay-
to black

Americans, it is important

seriously
ing reparations

to review the implausibil-
ity of a reparations plan.

The first question might

sound easy to answer:
“Black people” get repa-
rations money. But who

counts as black? Does that
pool include the 12 percent
of African Americans born
in a foreign country, or the
9-10 percent who were
“born in the U.S. (but) have
at least one foreign-born
parent” How about the
perhaps 40 percent of black
Americans who have at
least an immigrant grand-
mother or grandad? What
about members of the 10.2
percent of the country who
identify as biracial, a group
that is disproportionately
made up of people who are

half black and half white?

It should be noted that
these populations are do-
ing quite well. Nigeri-
an-Americans often test as
the best-educated group in
the United States, and black
immigrants as a whole earn
around the U.S. average, de-
spite their short tenure in
the country. The Brookings
Institution recently found
that
cans—half of whom, in

multiracial Ameri-
its sample, were black and
white—have achieved ac-
ademic parity with white
students the

and “have

same test scores as whites
on math, science, and writ-
ing” exams. On reading tests,
multiracial kids “outperform
other groups, . . . including
Asians”—which  certainly

bodes well for their futures.

This the
—should an upper-mid-
dle-class child who is (say)
and half

Kenyan be giVCIl money or

raises question

half Caucasian
privileges for “being black”

Morally speaking, the “Who
gives?” question is even trick-
ier than the “Who gets?”—
which has some plausible if
creepy answers. Are first- and
second-generation non-black
immigrants, or the descen-
dants of Ellis Island— or Bra-
cero Program—era migrants,
who have had nothing to
do with slavery, expected to
pay into a communal kit-
ty to compensate the dis-
tant descendants of slaves?

What about the descendants
of the Union soldiers who
freed the slaves—losing one
man in Northern blue for
every nine captive Africans
who were let go? What about
us black folks? All state- or
national-level ~ government
programs are funded by taxes
or the redivision of tax reve-
nue. Am I, at my current lev-
el of income, going to have
to pay substantially to write
myself an unearned check?

The last question waits in
the shadows: “Who’s next?”
Americans think of repa-

rations as a “black thing.”
However, at some level,
Native Americans prob-
ably faced more specific
and remediable harms—
including broken treaties
that had promised tribes
certain tracts of land, for
example—than any oth-
er group across the sweep
of American history. Be-
yond Native Americans,
there seems to be no rea-
son other groups might
not qualify for a “stimulus

package.”
the Appalachian bondsmen

Descendants of

who were brought here on

“white guinea-men” and
who long “owed their soul
to the company store,” the
Chinese railroad workers
bound by some of histo-
ry’s most dubious contracts
and long denied full U.S.
citizenship, and the Mexi-
can Bracero Program peons
would all seem to have a
solid claim. Women might
as well. As any feminist
friend will gladly remind
you, women only obtained
the vote in 1920, and rape
by husbands was not made

nationally illegal until 1993.

One final point, separate
from the three questions, is
that the amounts proposed
for reparations payments
make no sense. While rep-
arations bills authored by
California state senator
Steven Bradford “merely”
propose setting up a major
new agency to study the
reparations question and
eventually manage payouts,

the

reparations-commis-

sion plan—estimated to
provide about $1.4 mil-
lion to each payee—would
cost the state $2.8 trillion
over 30 years, accord-
ing to the Pacific Re-

search Institute’s analysis.

This idea is, frankly, ab-
surd.

State Bradford
proposed two bills, one

senator

creating “a new state agen-
cy” to oversee state efforts
to compensate blacks for
past abuses and the sec-
ond establishing a “state
fund for reparations” ca-
pable of eventually making
payouts. Governor Gavin
Newsom wanted to con-
vert the proposals into
a study, which Bradford
rejected. Ironically, mem-
bers of the Legislative
Black Caucus did New-
som’s bidding in blocking
the bills on the last night
of the legislative session.

As Newsom and other law-
makers dodge the political
hot potato, it’s important
that they ask themselves
the three key questions
above before charting the
state’s path on reparations.
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The Newsom Budget
on Taxes: Yes, Governor,
California Is a High Tax State §

By Nikhil Agarwal, Right by the Bay : g

z %

In his 2025-26 state budget
rollout, Governor Newsom de-
clared that California ”is not a
high-tax state.” This statement,
shocking to the millions of
Californians paying the states
excessively burdensome taxes, is
patently untrue.

California imposes the highest
top marginal state

income tax rate and

one of the high-

est state and local ‘ ‘
sales tax rates in the

country. It is simply

illogical to claim

that a state with the

highest income tax

rate and a very high

state and local sales

tax rates is not a high
tax state.

The Tax Foundation, in its annual
evaluation of the competitiveness
of all 50 states’ tax systems, found
that California has the third worst
state tax system. The Golden State
ranks so low because it imposes
exceptionally high tax rates and
has an uncompetitive tax struc-
ture. When examining the total
amount of taxes collected, the Tax
Foundation found that Califor-
nia’s per capita state tax collec-
tions was the highest.

It’s not just the Tax Foundation.
WalletHub has similar findings, as
does U.S. News & World Report.

Dumping cold water on the Gov-
ernor’s claim is essential because
Governor Newsom claims this
year’s expected balanced budget’is
proof that California has under-
taken a disciplined approach to
spending. Nonsense.

As we have argued previously,

the budget is being propped up
by large capital gain realizations
enabled by the strong stock mar-
ket performance. Relying on the
stock market is an unsustainable
and risky strategy, which even
California Director of Finance Joe

Stephenshaw acknowledged.

California imposes the

highest top marginal

state income tax rate and
one of the highest state
and local sales tax rates

in the country.

While estimating that the 2025-
26 budget remains ‘roughly’
balanced, the Legislative Analyst’s
Office predicts that spending
growth will outstrip revenue
growth by close to two percentage
points by the end of the decade.
The result will be recurring future
budget crises.

And yet, Newsom is keen on
expanding Medi-Cal coverage,
universal Pre-K, and providing tax
credits for Hollywood. Stephen-
shaw was eager to stress that the
new budget limits new funding
and touted the elimination of
thousands of vacant government
positions. He admitted, however,
that ‘ongoing baseline costs con-
tinue to increase above revenue
projections.” It is unsurprising
then that the budget calls for a
withdrawal of $7.1 billion from
California’s rainy-day fund. That

surely is the tell-tale sign that
Newsom’s happy talk about the
budget surplus is a smokescreen
designed to obfuscate the long-
term pain Californians will feel
should the government continue
on its current spending trajectory.

Newsom has sought to pre-emp-
tively deflect responsibility for any
decline in the State’s
financial health in the
upcoming months,
suggesting that ‘the
bottom could com-
pletely fall out’ should
the incoming Trump
Administration de-
crease Federal aid. The
spate of wildfires that
have broken out across
Southern California
have also thrown a
spanner in the works.
Not only will the State have to di-
vert resources towards the affected
communities, but Stephenshaw
anticipated likely delays in tax
collection that would impair the
state’s ability to generate revenue.

Factors beyond the State’s con-
trol will hamper even the best

of plans. California’s budget,
however, is a continuation of the
same economic thinking that has
placed a heavy tax burden on its
citizens and driven many of them
out of the state in recent years.
Acknowledging that the state has
a tax and spending problem is the
first step toward establishing a
more judicious spending plan that
will benefit Californians in the
long-run.

Nikhil Agarwal is a Research Associ-
ate at the Pacific Research Institute.
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Five ways Trump can

improve healthcare

Sally C. Pipes, originally published in the Washington Examiner

President Donald Trump famously stated he has “concepts of a plan”
for healthcare reform. Now, those concepts may soon become reality.

Here are five ways Trump and a Republican Congress can reduce health
costs and expand access to affordable healthcare.

Scrap Biden’s enhanced Obamacare subsidies

'These subsidies allow people who earn between 100% and 150% of the federal pov-
erty line, between $31,200 and $46,800 for a family of four, and who don’t qualify
tor Medicaid to obtain zero-premium taxpayer-funded health coverage through the
exchanges.

As a person’s income rises, he has to cover an increasing share of his premium, until
he reaches 400% of the federal poverty level, $124,800 for a four-person house-
hold, at which point his contributions are capped at 8.5% of income. Making these
subsidies permanent would cost taxpayers $383 billion over the next decade. Repub-
licans would do well to let the subsidies expire, as scheduled, at the end of 2025.

Implement work requirements for Medicaid

During his first administration, Trump approved 13 state waivers requiring Medicaid
enrollees to work, attend school, or volunteer. States typically exempted pregnant

women and other vulnerable people.

President Joe Biden revoked those waivers. Some states should look to restore them.

Federal work requirements could save the government $109 billion over 10 years. And
they could have the added benefit of nudging people oft government dependence and
eventually onto private coverage, possibly through their new workplaces.

PRI continues fighting for

Equalize Medicaid matching funds

The federal government covers a greater share of Medicaid costs for those earning
up to 138% of the poverty level, who became eligible under Obamacare, than for
the program’s legacy enrollees, which include pregnant women and disabled people.

That discrepancy gives states an incentive to prioritize enrolling able-bodied people
over the truly indigent. That’s wrong. The federal match for the Medicaid expan-
sion population should be lowered to the rate for the legacy population.

Boost access to short-term health plans

Short-term health plans don't have to comply with Obamacare’s cost-inflating
mandates. Premiums are often lower as a result.

In 2018, Trump expanded short-term health plans to last up to 364 days and let
insurers extend them for up to three years. Roughly 3 million people signed up for

the plans in 2019.

But Democrats undid the Trump-era rules when they took back power and limited
short-term plans to no more than three months, with an option for a one-month
renewal. Now, Trump can reinstate his own policy and offer people more affordable
alternatives to exchange coverage.

Expand access to health savings accounts

HSAs allow people to set aside money for future health needs. Deposits are un-
taxed, the principal grows tax-free, and withdrawals are untaxed, provided they
cover qualifying health expenses.

Right now, only people with high-deductible health plans can contribute to HSAs.
Next year, individuals will be able to contribute up to $4,300 and families up to
$8,550. The Trump administration and Congress should work to give everyone,
including those on Medicare, the ability to contribute to an HSA, and it should
raise those contribution limits.

Trump just won an opportunity to make healthcare freer and more affordable. Let’s

hope he takes it.

FEI CINTIN G

free market solutions. ISSUE BRIEF

Recently, we filed an amicus brief arguing the Gilead Tenofovir
Cases threaten pharmaceutical innovation by imposing retroactive

liability on drug development timelines. The brief warns that allowing
the case to proceed could deter companies from developing new
treatments due to the risk of massive legal penalties.
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https://www.kff.org/affordable-care-act/issue-brief/explaining-health-care-reform-questions-about-health-insurance-subsidies/
https://www.kff.org/affordable-care-act/issue-brief/explaining-health-care-reform-questions-about-health-insurance-subsidies/
https://www.washingtonexaminer.com/tag/Congress/
https://www.kff.org/medicaid/issue-brief/medicaid-waiver-priorities-under-the-trump-and-biden-harris-administrations/
https://www.politico.com/news/2024/02/20/donald-trump-medicaid-states-00141397
https://www.cbo.gov/system/files/2023-04/59109-Pallone.pdf
https://www.washingtonexaminer.com/tag/donald-trump/
https://www.washingtonexaminer.com/tag/healthcare/
https://www.cbpp.org/research/health/commentary-growing-evidence-shows-need-for-stronger-rules-for-short-term-health
https://galen.org/assets/Individual-Health-Insurance-Markets-Improving-in-States-that-Fully-Permit-Short-Term-Plans.pdf
https://www.whitehouse.gov/briefing-room/statements-releases/2024/03/28/fact-sheet-president-biden-announces-new-landmark-rule-to-protect-americans-from-junk-health-insurance/

ians already suffering
rnificantly higher gas pric-
be dismayed to learn that
gulatory state has decided to
ake things worse. For the rest of
he country, the changes stand as a

stark warning.

Recently, the California Air Re-
sources Board, known as CARB,
oted to increase the burden from
he state’s Low Carbon Fuel Stan-
Jard (LCFS). CARB claims the
hanges will help the state reach
ts emissions goals, but given the
current technological constraints,
that assertion is uncertain at best.

What is certain is that these
changes will increase fuel costs in
ate. According to the Klein-
man Center for Energy Policy
at the University of Pennsylva-
nia, the proposed changes to the
LCEFS will increase gasoline costs
by as much as 65 cents per gal-
N lon by 2030. An analysis CARB
conducted projected that gasoline
prices would increase by an av-
g erage of 37 cents per gallon. The

California’s
Regulatory
Assault

On Drivers
Continues

Wayne Winegarden and
Matt Fleming,
Originally published in Forbes

estimated costs from the regula-
tions will then continue to mount

potentially reaching $1.50 within
a decade.

1 these added costs will make it
pensive for drivers in Cal-
rnia. Using a price increase esti-
mate of 50-cents a gallon, a family
purchasing 15 gallons of gasoline
a week would spend an addition-
al $390 annually just to cover the
costs of the new mandates. Should
the cost increases hit $1.50 a gal-
lon, the additional costs explode to
$1,170 annually.

Unfortunately, these arent the
only cost increases being foisted
on California drivers. Another
new law California just passed im-
poses additional storage mandates
on refiners that will increase gas
prices by around $0.11 a gallon.
There are also the cap and trade
costs and the state’s gas tax that
automatically rise each year based
on changes in inflation.

The common expectation is that
“the LCFS program” will “incen-
tivize the utilization of zero emis-
sion battery electric vehicles”. The
economics of the situation illus-
trate that this common perception
is likely overstated if not outright
wrong because it will be infeasible
for most families to switch to elec-
tric vehicles.

According to Edmunds, the larg-
est price gap between EV's and in-
ternal combustion engine vehicles
was for compact SUVs where the
“average fully electric model, with
a starting MSRP of $53,048, was
a wallet-draining $17,326 more
than the average of $35,722 for a

gas-burning compact crossover.”

Even the smallest gap for large
pickups was “18% at $76,475 for
electrics versus $64,784 for ICE
vehicles.” The price gap for sub-
compacts was around $9,000.

In other words, to avoid the ad-
ditional costs that the LCFS
will impose on families, families
will need to spend an additional
$9,000 to $17,000 when purchas-
ing a new vehicle. For perspective,
this difference exceeds the entire
bank account balance for the me-
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https://www.gov.ca.gov/2022/11/16/california-releases-worlds-first-plan-to-achieve-net-zero-carbon-pollution/
https://kleinmanenergy.upenn.edu/wp-content/uploads/2024/10/KC-Paper-16-Californias-Low-Carbon-Fuel-Standard.pdf
https://kleinmanenergy.upenn.edu/wp-content/uploads/2024/10/KC-Paper-16-Californias-Low-Carbon-Fuel-Standard.pdf
https://kleinmanenergy.upenn.edu/wp-content/uploads/2024/10/KC-Paper-16-Californias-Low-Carbon-Fuel-Standard.pdf
https://kleinmanenergy.upenn.edu/wp-content/uploads/2024/10/KC-Paper-16-Californias-Low-Carbon-Fuel-Standard.pdf
https://www.rigzone.com/news/california_levels_up_rules_to_reduce_fuel_carbon_intensity-11-nov-2024-178696-article/
https://www.rigzone.com/news/california_levels_up_rules_to_reduce_fuel_carbon_intensity-11-nov-2024-178696-article/
https://kleinmanenergy.upenn.edu/wp-content/uploads/2024/10/KC-Paper-16-Californias-Low-Carbon-Fuel-Standard.pdf
https://kleinmanenergy.upenn.edu/wp-content/uploads/2024/10/KC-Paper-16-Californias-Low-Carbon-Fuel-Standard.pdf
https://www.pacificresearch.org/the-governors-special-session-will-worsen-gasoline-affordability/
https://www.kpbs.org/news/politics/2024/05/30/supervisor-desmond-wants-state-to-suspend-gas-tax-increase
https://www.kcra.com/article/california-gas-prices-impact-carb-clean-air-vote/62853654

dian household, which is around
$8,000.

EVs lack of affordability is even
worse than these figures indicate
because the additional thousands
of dollars to purchase a home
charging station have not been
considered. Unable to come up
with the money to pay for all these
costs, and with limited ability to
shorten their driving distances,
California families will wind up
enduring the large financial burden
from the LCFS without meaning-
tully reducing their greenhouse gas
emissions.

In response to the undeniably
higher costs to purchase EVs,
advocates will often claim that EVs
have lower operating costs that
will make the total cost of owning
an electric vehicle worthwhile.
Here again there are reasons for
skepticism.

A website tool from the U.S. De-
partment of Energy estimates the
operational savings from an EV.

According to this online tool, the

annual savings can be as high as
$2,200 annually but it is unlikely
that these savings can be realized
in practice. EVs’ range often un-
derperforms the factory potential
because, in the real world, tem-
peratures become extremely cold
in the winter and excessively hot
in the summer. Drivers must also
navigate adverse weather condi-
tions, and batteries degrade over

time. All these realities reduce EVs’

realizable performance.

Ignoring these factors, and assum-
ing the $2,200 in estimated savings
will be achieved, the operational
savings still do not justify the cur-

rent additional costs. According
to Car and Driver, the average ser-
vice life of an EV is “between eight
and 12 years”. Assuming a 10-year
life for the EV and a 6 percent
discount rate, the present value of
the operational savings is around
$16,000, which is around the price
premium of an EV. In other words,
assuming a best-case savings sce-
nario, the EV savings are minimal
or nonexistent.

Making the costs even higher,
the above has only considered the
direct impact from the mandates
on families. Industries, such as
agriculture, manufacturing, and
transportation, will also face
higher costs in addition to real
concerns over the availability and
reliability of commercial EVs and
trucks. Consequently, the changes
will further dim the vibrancy of
the business sector in California
and add additional burdens on
consumers.

'The LCEFS is one of many policies
that make California an unafford-
able place to live and an inhospi-
table place to do business. Increas-
ing its stringency as CARB has
just approved only worsens these
problems and encourages an even
greater exodus from the state.

For the rest of the country, Cali-
fornia’s current policies provide
important lessons regarding what
not to do.

Dr. Wayne Winegarden is Senior
Fellow, Business and Economics at
the Pacific Research Institute.

Matt Fleming is Pacific Research

Institute's Communications Director.

Congratulations,

Please join us in congratulating
former PRI Board Member Chris
Wiright on his confirmation as the

U.S. Secretary of Energy.

Chris is the Chief Executive
Office and Chairman of the
Board for Liberty Energy, a
company he founded in 2011. He
is a great defender of liberty and
a brilliant leader and there is

no one better suited to lead the
nation’s Energy Department.

Chris was a PRI board member
since 2007. In his new position as
Secretary of Energy, he will be a
strong defender of market-based
solutions to the nation’s energy
issues over the next four years.

Want to know more about Chris?
Watch a webinar with Chris in
conversation with PRI's Steve
Hayward at youtube.com/
PacificResearchl.
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Building Cities From Scratch:
America’s Long History of

Urban Experimentation

Steven Greenhut

The plan by a group of San
Francisco Bay Area venture capi-
talists to build an entirely new city
on ranch land in Solano Coun-
ty between the Bay Area and
Sacramento has become one of the
most controversial housing plans
in Northern California in years.
The East Solano Plan might be
delayed, but the proposal sparked
a necessary debate about building
new cities and planned communi-
ties to meet market demand and
offset California’s housing crisis.

In a new booklet, the Pacific Re-
search Institute’s Steven Green-
hut, director of PRI’s Free Cities
Center, analyzes the proposal
and what it means for the future
of city planning. “Building Cit-
ies from Scratch” looks at Amer-
ica’s long and successful history
of building new cities. It argues
that such proposals not only
offer the promise of more housing
but offer opportunities for exper-
imenting in urban design and in
improving the provision of mu-
nicipal services.

“New cities are in fact nothing new
in America,” Greenhut said. ”They
have always provided the impetus
for innovation. California’s hous-
ing crisis is driven by an excess of
government planning and control.

The state needs to free private
investors and developers to meet
market demand if it ever hopes to
turn the corner on its housing cri-
sis. There’s much we can learn by
past new-city examples.”

The California Forever proposal
in exurban Solano County is de-
signed to be a walkable “real” city
that would house 50,000 new resi-
dents to start, but the plan was de-
railed for at least two years by local
opposition, low approval ratings
and a tight-lipped and ineffective
public relations campaign. The
group recently pulled a measure
from the November ballot that
would have allowed the rezoning
of the property. Interestingly, the
proposal sparked a debate with-
in the YIMBY (Yes In My Back
Yard) community, between those
who applauded its plan to build
more housing and those who
viewed it as sprawl.

But whatever California Forever’s
fate, the idea of building new cit-
ies is an important one. The PRI
booklet recounts the history of
some of the nation’s most signifi-
cant ones, from post-war commu-
nities such as Levittown, N.Y., to
Midwestern utopian communities
built along religious lines to Irvine
in Orange County, Calif, which
embodied some of the most for-
ward-looking design concepts at
the time.

The booklet also looks at the
concept of Special Economic
Zones and other private cities in
developing nations, which have
evolved as a means to circum-
vent corrupt and incompetent
governments. Although devel-
oped nations such as the United
States have largely conquered
these problems, our country —
and California in particular —
has been struggling with basic
governance issues that offer new
opportunities for private zones
or entire cities. Competition
from new cities might help.

“Building Cities from Scratch”
looks at real-world proposals
and new city thought experi-
ments create innovative urban

thinking.

Download a copy of Building Cities
from Scratch at pacificresearch.org
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Cultivating Leaders in Education Honors and Celebrations

PRI held four hugely successful school board member training conferences in the fall of 2024.

Policy experts shared advice on improving student performance, budgeting more effectively, and
shared thoughts on how to be a more effective board member.

"Woodrow Wilson: The Light Withdrawn" Luncheon and Book Signing with the Honorable
Christopher Cox; Newport Beach, CA; January 2025

School Board Member Training Conference in San Antonio, Texas

Baroness Thatcher Dinner with Gordon Chang and Honoring Linden Blue; La Jolla, CA; March 2025
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