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RICE, UT, BAYLOR PARTNERSHIP FOCUSES ON WORLD
HEALTH
The resources of Rice University
and the University of Texas–Houston Health Science Center will be
joined formally for the first time in
a major research program to identify social and societal determinants
of the health of the world’s population and to develop public policies
that could contribute to a significant decrease in illness and an increase in well-being and productivity.
Rice and the University of Texas–
Houston Health Science Center officials announced recently that the
research team—to be led by Dr.
Alvin R. Tarlov of Harvard University—will be based at Rice’s James A.

Baker III Institute for Public Policy.
Another key component of this
cooperative health policy initiative,
Baylor College of Medicine, has
joined Rice to establish an endowed
chair for a scholar who will specialize in health policy and health economics.
Tarlov is currently executive director of the Health Institute at the
New England Medical Center in
Boston and professor of health promotion and chairman of the Mind/
Brain/Body Society and Health Initiative at Harvard University. Formerly, Tarlov was president of the
Dr. Alvin R. Tarlov

continued on page 3

TAX REFORM FOR THE MILLENNIUM
For several years, Washington has
been inundated with a flood of proposals for “fundamental tax reform,” defined as complete replacement of the existing personal and
corporate income taxes (and in
some cases the gift and estate tax
and the payroll tax as well) with
some form of consumption-based
taxation. Early proposals which, at
least for the time being, have largely
been dropped from discussion include the “Business Activities Tax,” a
subtraction-method value-added tax
(VAT), and the “Unlimited Saving
Allowance” (USA) Tax.
More recently, attention has been
focused on two alternative proposals. The first of these is the now fa-

miliar “Flat Tax,” versions of which
were the centerpiece of the 1996
presidential candidacy of Steve
Forbes. The second proposal—the
National Retail Sales Tax (NRST)—
is more of a newcomer to the national tax reform scene, although
most of the states in the Union have
long relied on retail sales taxes as an
important source of revenue.
More generally, the virtues of taxation on the basis of consumption
rather than income have been extolled in both the academic and the
business communities for many
years. Nevertheless, the United
States does not appear to be particularly close to enacting fundamental
tax reform, at least partly because

many of the questions surrounding
the “real world” desirability of such
a reform remain unresolved.
These proposals were discussed in
detail late last year during the Baker
Institute’s third annual conference,
“Tax Reform for the Millennium,”
which was sponsored by Gordon
and Mary Cain. Guest speakers during the November 5-6 event were
U.S. Rep. Bill Archer, R-Houston,
and Leonard Burman, deputy assistant secretary for tax policy at the
U.S. Treasury Department.
Archer, chairman of the House
Ways and Means Committee and a
proponent of a consumption-based
tax system to replace the current incontinued on page 4
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LETTER FROM THE DIRECTOR
Conflict Prevention and Resolution: The Challenge to U.S. Diplomacy
With the collapse of the bipolar system
that characterized the Cold
War period,
policymakers
face a major
challenge in
addressing the
emergence of intrastate conflicts
and nationalist, ethnic, cultural,
and religious strife.
The outbreak of these conflicts is,
in some instances, the direct consequence of the collapse of the Soviet
Union, as nascent ethnic, cultural,
and religious movements draw on
long-repressed discontent to advance their separatist agendas in the
Balkans, the Caucasus, and Central
Asia. Indeed, recall the black and
white documentary film of the assassination of the Archduke Ferdinand
in Sarajevo in 1914 by the Serbian
nationalist Gavril Princip. That was
the spark that ignited World War I
and helped lead, three years later,
to the Bolshevik Revolution in Russia.
For seventy-two long and brutal
years, the frames in that documentary film were frozen and vast numbers of people belonging to different ethnic, religious, and nationality
groups were brutally repressed and,
in some instances, eliminated.
Then, in 1989 with the fall of communism, the frames in that film
started moving forward again.
Accordingly, once the grip that
Lenin, Stalin, and their successors
in the Soviet Union and the communist regimes in Eastern Europe
opened, individual groups within
existing state systems resought their
national and ethnic identities. This
is what has happened in Chechnya,
Bosnia, Kosovo, Ossetia, Abkhazia,
Nagorno–Karabagh, and
Tadjikistan. These intrastate con-

flicts are not, of course, limited to
the area of the former Soviet Empire.
In recent years the world has witnessed the tragic killing of Hutus
and Tutsis in Rwanda and Burundi,
the massacre of Ibo tribespeople in
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The United States, as
the remaining superpower,
will have a key and even
decisive role in this
respect, both within the
United Nations context
and in regional alliances,
as a rallier of world
opinion, builder of
international coalitions,
and an honest broker in
many of the disputes that
threaten the general peace.
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Nigeria, the savage fighting
amongst militias in Somalia, civil
war in Haiti, Christian–Muslim strife
in Indonesia, and most recently the
crisis in Kosovo.
While, at the geo-strategic level,

the collapse of the Soviet Union has
made the world somewhat more
stable due to the reduction of the
threat of “Mutually Assured Destruction” in the form of a nuclear exchange between the former Soviet
Union and the United States, we are
facing a higher risk of lesser conflicts both within countries and between them. The United States and
its allies have proven that we can
deal effectively with interstate conflicts as demonstrated by Desert
Storm, but how do we deal effectively with conventional intrastate
conflicts and ethnic, religious, and
nationalist strife?
The United States, as the remaining superpower, will have a key and
even decisive role in this respect,
both within the United Nations context and in regional alliances, as a
rallier of world opinion, builder of
international coalitions, and an
honest broker in many of the disputes that threaten the general
peace.
Whether we as a nation are prepared to accept this leadership role
is another question. The end of the
Cold War has left the United States
in an ironic position. Our immense
power tempts us to both overextend
ourselves on the one hand and to
withdraw inward on the other.
Much of the confusion in American
foreign policy since the end of the
Cold War, above all the question of
where and when we ought to intervene militarily, reflects this paradox.
Resolving it by finding a politically
sustainable balance between interventionism and isolationism is the
critical challenge of American foreign policy.
In this complicated landscape,
our foreign policies could draw on
what 61st Secretary of State James A.
Baker, III, calls “the principle of selective engagement and principled
continued on page 15
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WORLD HEALTH

continued from page 1

Henry J. Kaiser Family Foundation
in California and chairman of the
Department of Medicine at the University of Chicago.
Tarlov has accepted a position as
the Sid Richardson and Taylor and
Robert H. Ray Senior Fellow in
Health Policy at Rice’s Baker Institute and a professorship at the
UT–Houston School of Public
Health. Tarlov will move to Rice in
September to launch the research
program.
The Baker Institute position is
funded by a $2 million endowment
from the Sid Richardson Foundation and distributions from the Ray
Endowment and UT–Houston. In
addition to the Tarlov appointment
at Rice’s Baker Institute, a substantial amount of other resources are
being committed to this project.
Rice and UT–Houston Health Science Center will jointly make three
appointments in the field of social
determinants of health and illness:
one in medical sociology and two in
social epidemiology.
“We are privileged to have Alvin
Tarlov, a leading figure in the field
of social determinants of health, accept this joint position linking the
Baker Institute and the University of
Texas–Houston Health Science Center,” said Rice president Malcolm
Gillis. “This represents yet another
important step in our plan to expand collaboration with several institutions of the Texas Medical Center over the coming decades. This
new effort begins with the recognition that our current health care
system is geared much too strongly
to treatment of those who are most
seriously ill, at the expense of proactive measures. Medical intervention
far earlier in the process could significantly reduce the number of
people who become seriously ill.”
Dr. M. David Low, president of
the University of Texas–Houston

Health Science Center, said, “Several years ago I began working on
introducing a program on the social
determinants of health. To implement such an ambitious undertaking, however, I knew we needed
more than the typical capabilities of
an academic health center. We
needed sociologists and economists
and others who were interested in
determinants of health from a
policy perspective, such as faculty
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“The vision and quality
of the great institutions in
Houston and the ambition of their plans poise
the program for worldgrade accomplishment
that will be meaningful
for health improvement in
Texas, the United States,
and internationally.”
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and staff at Rice University and specifically the Baker Institute.
“The Society and Health Initiative
that we are jointly implementing—
and which we expect will lead to a
worldwide epidemiological effort to
trace the socially influenced causes
of disease—will be as pertinent as

the present effort to map the human
genome. There could be no better
leader for this initiative than Alvin
Tarlov.”
Tarlov said: “The vision and quality of the great institutions in Houston and the ambition of their plans
poise the program for world-grade
accomplishment that will be meaningful for health improvement in
Texas, the United States, and internationally.”
The creation of the James A.
Baker III Joint Chair in Health
Policy and Health Economics at Rice
and the Baylor College of Medicine
will play an important part in the
scope of the research effort.
“The individual who holds the
James A. Baker III Chair will ultimately affect development of the
health policies in the United States
that play a critical role in all of our
lives, both as providers and consumers,” said Ralph D. Feigin, president
and CEO of Baylor College of Medicine.
Baker Institute director Edward
Djerejian said: “Dr. Tarlov will lead
this innovative program, which will
be open to faculty involvement
across the board in an interdisciplinary manner, both here at Rice and
at the Medical Center institutions.”
“Although American health policy
has been debated repeatedly and at
times hotly since the turn of the century, those debates have revolved almost entirely around questions
about access to medical care and
methods of payments for medical
services,” Djerejian continued. “And
each round has served more to confuse than to clarify. So far, none of
the commonly asked questions or
their answers have been very helpful
in guiding policy. Our global approach to health issues will stake out
new ground and provide creative opportunities for research and policy
formation.”
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TAX REFORM

continued from page 1

come tax, delivered a keynote address during the conference. Burman, in his speech at the conference, suggested that overhauling
the current tax system would be
preferable to replacing it.
In addition to the keynote addresses, a set of 10 papers presented
at the conference attempts to shed
light on many of these issues. The
papers examine in considerable detail the relative merits of the current
income tax system and various proposals for fundamental reform—especially the Flat Tax and the
NRST—attempting to identify issues
on which a consensus has developed
as well as areas in which there is still
considerable dispute.
The papers—available on the
Baker Institute’s Web site at <http://
riceinfo.rice.edu/projects/baker/
index.html> or by ordering copies
through the institute (713-5274683)—provide a broad sample of
the current academic thinking on
the desirability of fundamental tax
reform. These papers will hopefully
serve as a comprehensive guide to
the ongoing tax reform debate that
will be helpful to both tax
policymakers and the general electorate, as well as to the many academicians, businessmen, and politicians who are following and, in
many cases, affecting the course of
this critical and highly publicized
debate.
More generally, what conclusions
can one draw from the papers on
the desirability and the likelihood of
fundamental tax reform? Perhaps
the most important is that there are
a wide variety of arguments supporting a consumption-based tax reform
as well as significant qualifications to
each of these arguments. Thus, advocates for a fundamental change in
the tax structure can best make their
case by carefully integrating all of
the efficiency, equity and simplicity
arguments supporting such a reform

Rep. Bill Archer, left, and James A. Baker, III, share a light moment outside Baker Hall.

(rather than focusing on much narrower issues) and, to the extent feasible, modifying existing analyses of
the beneficial effects of reform to
take into account the concerns
raised by skeptics. The enactment of
a consumption tax would likely generate economic efficiency gains, especially in the long run. However,
these gains are not likely to be as
large as those predicted by simulation models that ignore a wide variety of “real world” factors, including
short-run transition problems and
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A compelling case
for fundamental tax
reform must take into
account a wide variety
of other factors beyond
its macroeconomic
effects.

continued on next page
○
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limitations on the degree of responsiveness of labor supply and saving
to tax changes.
Moreover, despite the extremely
complex nature of the computer
simulation models currently used to
evaluate the effects of tax reforms,
many of these models still do not adequately consider a number of factors that will affect the course of the
economy after the enactment of reform, including the presence of inframarginal returns to capital investment and international flows of
goods and capital. Accordingly,
these models must be extended to
include such factors before their
simulation results can be a reliable
guide to policymakers.
In addition, a compelling case for
fundamental tax reform must take
into account a wide variety of other
factors beyond its macroeconomic
effects. Concerns about transitional
effects and distributional effects (especially when they involve significant
tax reductions for the very wealthy)
must be addressed explicitly with an
understanding that modifications to
the pure reform plans to accommodate concerns about such factors are
likely to reduce reform-induced efficiency gains. In addition, a move-
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continued from previous page

ment to taxation on the basis of consumption, especially a flat rate system, would generate considerable
gains in terms of reduced administration and compliance costs. However, various problems—some common to both income and
consumption taxes and some unique
to the various proposals—would remain, and these problems must be
recognized and addressed explicitly
in any proposal that is to have a realistic chance of passage.
Finally, political and ideological
factors will also play a critical role in

any tax reform effort. In this regard,
perhaps the most important factors
are to structure a reform proposal so
that the distribution of gains is
broad, to identify the nature of these
gains as clearly as possible (which
can be difficult, given their fairly
subtle nature in many cases), and to
avoid expending great energy on
harsh criticism of proposals that are
similar in spirit and general effect if
not in detail. It should also be noted
that many current reform proposals
are truly sweeping in scope in that
they not only change the tax base
from income to consumption, but
also effect a large redistribution of

income, attempt to force a reduction in government expenditures
(by reducing total revenues) and, in
some cases, completely change the
nature of the Social Security system.
Given the difficulties in achieving
a reform as fundamental as a change
in the tax base, it would appear that
the likelihood of reform would be
increased considerably with proposals that follow the example of the
successful Tax Reform Act of 1986
and attempt to minimize reform-induced redistributions of income,
forced reductions in government
spending, and reforms of Social Security.

DEFENSE POLICY DEBATE
Nine years after the end of the Cold
War, the United States is still searching for a coherent defense policy to
deal with present and future threats
to its national security.
This was the common problem
that brought together the panelists
at a defense policy debate on November 18, cosponsored by the
James A. Baker III Institute for Public Policy and the Council on Foreign Relations.
Three defense strategies were debated: the innovative, cooperative,
and prudent plans. Supporting the
innovative plan was General Charles
Boyd, who served as the deputy
commander-in-chief for the U.S.
Command in Europe before heading the National Security Studies
Center. Boyd argued that the current American defense policy is “not
sustainable” and “not affordable.”
His plan focused on defeating
new threats to the United States
such as information attacks and the
proliferation of weapons of mass destruction. Boyd called for increased
spending on research and development, “smart” weapons, stealthy
ground forces, and space technology, to be paid for through cuts in
the raw number of U.S. soldiers.

Larry Korb, director of studies at
the Council on Foreign Relations,
advocated a cooperative plan that
focused on responses to ethnic conflicts and terrorist attacks. He argued that current defense policy
was still focused on outdated Cold
War planning, and that a strategy of
cooperation with allies, preparation
for peacekeeping, and arms reduction would preserve national security while allowing a 20 percent decrease in spending. While retaining
the ability to fight and win a significant regional conflict would still be
necessary, the cooperative plan
would cancel a number of major
projects, and American nuclear
forces would be further reduced.
U.S. senator Kay Bailey
Hutchison, R-Texas, currently a
member of the Senate Appropriations Committee, delivered the case
for a prudent policy that called for
increased defense spending to modernize equipment and increase
force size. Calling on the United
States to “avoid the trendy or the expedient,” she warned against repeating the boom-bust cycle of defense
spending that left U.S. forces unprepared for the Korean War following
massive defense cutbacks after

World War II.
Hutchison noted that American
forces are spread out due to operations around the world, and she
called for a reduction in peacekeeping operations and a focus on military threats to the United States and
its vital interests.
Panelists exchanged arguments in
response to questions from the audience. They differed over the current state of American capabilities
and whether it could presently face
two Gulf War-sized conflicts at once.
Further differences emerged over
U.S. policy toward Iraq, the value of
peacekeeping operations, and the
usefulness of sanctions as a foreign
policy tool. However, consensus did
emerge on a few key points—all
three panelists agreed that while the
United States is willing to accept casualties in defense of vital interests,
this willingness is moot in lesser
conflict situations. Accordingly, it
was considered essential to prevent
casualties in smaller operations and
to minimize them in regional conflicts by damaging or destroying enemy forces before they reach the
front line.
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A FRIEND OF PEACE
by James A. Baker, III
tween Jordan and the United States
throughout my years in government—1981–1993—with one brief
hiatus when the king made one of
the few mistakes of his long reign
and supported Iraq’s position in the
lead-up to the Gulf War.
I remember his extraordinary
able stewardship of his fragile country in a region of the world known
for war and revolution. And
throughout his years, King Hussein
paid a price in terms of opposition
from the radical non-Arab regimes
for his close political and military

Editor’s note: This article ran in the
Sunday London Times on February
6, prior to King Hussein’s death.
The news that King Hussein of
Jordan is being kept alive only
through the use of life support systems causes sorrow. I feel profound
sympathy for his family and, particularly, Queen Noor, and sadness at
the apparently imminent loss of a
friend, a personal friend, yes, but
more importantly a friend of peace.
King Hussein has throughout his
reign been a great force for mod○
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various Israeli governments at times
when that was a dangerous thing to
do.
Perhaps, that is why the former Israeli prime minister Yitzhak Shamir,
known not to be enthusiastic about
trading land for peace with the Arabs, always insisted that the United
States should do everything possible
to keep King Hussein in power despite his support for Iraq in the
lead-up to the Gulf War.
A stable Jordan, Shamir told me,
was crucial. That was true then, and
that is true today.
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King Hussein has always been a voice of moderation in
Arab–Israeli peacemaking and has made the necessary political accommodations
concerning the Palestinians, whose political destiny has been long linked to Jordan.
Today, some 60 percent of Jordan’s population is of Palestinian origin. The king
made a bold and intelligent decision in granting them Jordanian citizenship rather
than maintaining their harsh refugee status.
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eration in a very dangerous neighborhood.
As a personal friend, he and
Queen Noor would host dinner for
me and my wife at their home in
Amman, just the four of us, treating
me as if I were a head of state rather
than a foreign minister. He would
call me whenever he came to the
United States, even after I had become a private citizen. Our sons, including Prince Abdullah, the next
king of Jordan, attended the same
school in Massachusetts.
But I remember that as a friend of
the United States, he made possible
a close and warm relationship be6
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relationships with the West, especially the United Kingdom and the
United States.
I remember all of the help that he
gave as a friend of peace to President Bush and me in our efforts
leading up to the Madrid peace
conference.
But he was also an independent
actor on the international stage. In
1994, he and another good friend,
Yitzhak Rabin, directly negotiated
the peace agreement between Jordan and Israel themselves, with little
or no outside help.
He took great risks in opening secret channels of communication to
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King Hussein has always been a
voice of moderation in Arab–Israeli
peacemaking and has made the necessary political accommodations
concerning the Palestinians, whose
political destiny has been long
linked to Jordan. Today, some 60
percent of Jordan’s population is of
Palestinian origin. The king made a
bold and intelligent decision in
granting them Jordanian citizenship
rather than maintaining their harsh
refugee status, as in the neighboring Arab states of Syria, Lebanon,
Egypt, and elsewhere.
The king also shrewdly foresaw
the growing role of Yasser Arafat’s

Palestinian Liberation Organization
as the representative of the Palestinian people. During the “intifada”
uprising, he put political distance
between Jordan and the West Bank,
thereby permitting Palestinians to
lead in determining their own political future.
Today, Israel and Jordan have that
1994 peace treaty. But it has yet to
be fully consolidated, not only bilaterally between Israel and Jordan,
but in the larger context of Arab–Israeli peace negotiations. The Israeli–Palestinian peace process is
bogged down, not only by the current electoral campaign in Israel
but by basic differences involving
key territorial and substantive issues.
The slow and uneven pace of the
negotiations since 1993 has incurred bitter feelings on both sides
and a lack of trust that has poisoned
public attitudes, especially among
the Palestinians. This lack of forward movement has underscored
the fragility of the Israeli–Jordanian
peace treaty which cannot stand
alone.
Indeed, the core concept of the
1991 Madrid peace conference and
the process it gave birth to when I
was secretary of state, was direct
face-to-face negotiations between Israel and all of her immediate neighbors.
The comprehensive nature of the
peacemaking contemplated by the
Madrid conference is essential. With
a total lack of forward movement on
the Israeli–Syrian and Israeli–Lebanese negotiations since March 1996,
this strategically important dimension has been neglected. This puts
additional pressure on the Israeli–
Jordanian relationship. Jordan’s
own security will be enhanced by
the conclusion of peace agreements
between Israel and her Arab neighbors and, in the absence of such
progress, the kingdom remains vul-
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The slow and uneven
pace of the negotiations
since 1993 has incurred
bitter feelings on both
sides and a lack of trust
that has poisoned public
attitudes, especially
among the Palestinians.
This lack of forward
movement has underscored the fragility of the
Israeli–Jordanian peace
treaty, which cannot
stand alone.
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nerable to pressures from its neighbors.
It is, therefore, evident that Jordan continues to play a very important role. And this explains Israeli
concerns over a destabilized Jordan.
Abdullah’s coming to power in Jordan will put him immediately to the
test in this larger context.
The recent dramatic shifting of
the reigns of power from former
Crown Prince Hassan, the king’s

brother, to his son, Abdullah, I believe to be the result of internal political considerations in Jordan.
Throughout his reign, King
Hussein has had to be concerned
about the stability of Hashemite
rule in his country. Palestinians
tried to overthrow him in 1970 at
the time of “Black September,” and
he was the target through the years
of a number of assassination attempts.
I believe the king’s designation of
Abdullah as crown prince arose out
of his continued concern that Jordan should guard against domestic
turmoil. Abdullah comes straight
from the military tradition of
Jordan’s monarchy. He therefore
will have the support of the
Bedouin tribes that make up most
of the military. He is married to a
Palestinian from the West Bank,
which will not hurt him with the
Palestinian majority. And he should
be popular with the growing middle
class in Jordan.
For all of these reasons, I believe
the transition from father to son in
Jordan will succeed, notwithstanding his relative inexperience.
In the corridors of the American
State Department, some used to refer to King Hussein in a shorthand
but complimentary way as “PLK”—
plucky little king.
In recent months and weeks, the
king demonstrated the aptness of
that acronym as he courageously
battled the one threat to his life that
evidently he could not defeat.
So, as we mourn the apparent imminent loss of King Hussein, extend
our condolences to his family, and
remember his legacy, we should, I
believe, also recall that when he realized that he would not likely survive his illness, he acted once again,
and probably for a final time, with
foresight and determination in the
best interests of Jordan and of
peace in the Middle East.
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BAKER PARTICIPATES IN PETERSON CENTER INAUGURATION
The inauguration of the Council
on Foreign Relation’s (CFR) Peter
G. Peterson Center for International Studies on January 19, showcased the CFR and the Baker
Institutes’ state-of-the-art videoconferencing facilities.
James A. Baker, III, took part in
the event that linked him with three
other former secretaries of state located in three different cities to address the question, “How is the postCold War era different in problems
and opportunities from the world
you dealt with while secretary of
state?”
Located at the Council on Foreign Relations headquarters in New
York City, the new Peterson Center
allowed the link-up between Baker,
secretary of state under President
Bush, in Houston; Henry Kissinger,
secretary of state under Presidents
Nixon and Ford, in New York;
George Shultz, secretary of state under President Reagan, in San Fran-

cisco; and Warren Christopher, secretary of state under President
Clinton, in Los Angeles.
In his remarks, Baker, honorary
chair of the Baker Institute, said he
was lucky to be secretary of state
during the late 1980s and early ’90s
when the transition from the Cold
War era to the post-Cold War era occurred.
The main difference between the
Cold War era and the world as we
know it today, Baker said, is the “absence of any single pervasive, allpowerful threat to the very existence of the United States of
America.”
Regarding the first two years of
his term as secretary of state, Baker
said, “It was easy to determine what
we were for and what we were
against.” Whatever the Soviet Union
was for, the United States was
against, and whatever it was against,
we were for, he said.
There was a paradigm of contain-

ment practiced in the United States
at that time, Baker said, adding that
there was a degree of certainty about
the Cold War.
But, he said, “I don’t think we for
one minute should be nostalgic
about the Cold War.” It was a more
dangerous era, he said.
Today, policymakers often struggle,
Baker said, because the paradigm
that called for the containment of a
hostile foe and its ideologies no
longer exists, making it harder to
achieve a consensus behind foreign
and domestic policy alike.
Also participating in the inauguration of the Peterson Center were Secretary of State Madeleine Albright,
from Washington, D.C., and Cyrus
Vance, secretary of state under President Carter, from New York. United
Nations secretary-general Kofi Annan
was the keynote speaker during the
dinner held in New York.

TURKEY AND SECURITY AND ENERGY ISSUES
Energy security was the focus when
the Honorable Baki Ilkin, Turkish
ambassador to the United States,
spoke at the James A. Baker III Institute for Public Policy on December
14. He argued for closer ties between Turkey and the West across a
host of issues, devoting particular attention to the subject of East–West
transportation of energy.
Turkey has supported projects to
connect the Mediterranean,
Caspian, and Caucasus regions with
pipelines carrying oil and gas. Ac-

cording to Ambassador Illkin, these
projects would not only enhance the
security of energy supplies but also
enhance prospects for closer integration and economic cooperation
between Turkey and its neighbors.
The speech - part of the Institute's
Shell Lecture Series - emphasized
Turkey’s role as a natural bridge between the United States which he
termed “the world’s biggest power,”
and Eurasia, a region that has experienced far-reaching political transformation since the end of the Cold

War.
After describing Turkey’s role in
foreign policy, surveying Turkey’s
relations with its neighbors and the
West, and discussing energy security,
the ambassador concluded by fielding questions on a variety of issues:
Turkey’s relations with the European Union, the situation on
Cyprus, the future of secularism in
Turkey, environmental and safety
concerns, policy toward Iraq, and
other foreign policy concerns.

GREEK AMBASSADOR ON FOREIGN POLICY
The Honorable Alexander Philon,
Greece’s Ambassador to the United
States, addressed an audience at the
Baker Institute on January 11, 1999.
His remarks centered on his

8

country’s foreign policy which has
undergone significant evolution
since the collapse of the Soviet
Union.
He emphasized Greece’s emerg-

ing role as a member of the European Union and how the nation
aims to help stabilize its neighbors
economically and politically.
continued on next page

CHINA PROJECT ACTIVITIES
WORKSHOP ON ECONOMIC
PLANNING
In order to understand the difficulties faced by more than a third
of humanity in trying to find ways
to privatize the central planned
economies of Eastern Europe and
Asia, we need to explore the institutional origins of socialist central
planning. Historians and political
scientists took up this challenging
task at a January 30 workshop sponsored by the Baker Institute and
the Center for the Study of Cultures at Rice: “The Road to
Plandom: Non-Socialist and Pre-Socialist Economic Planning in Republican China and Europe, 1935–
1950.”
This unique collection of
multidisciplinary scholars discussed
the many shared social, cultural,
and political factors that led to the
growth of socialist planning institutions in Europe and China in the
1930s and 1940s, well before the
rise of socialist states.
Gerd-Rainer Horn, a political scientist from the Catholic University
of Leuven, Belgium, and Western
Oregon University, presented “International Efforts to Promote Economic Planning, 1934–1936,” and

Maria Mitchell, historian from
Franklin and Marshall College, presented “Social Market Economy or
Christian Socialism? The Ideological Face of the CDU, 1945–1947.”
Wen-hsin Yeh, historian and director of the Center for Chinese Studies at UC–Berkeley, presented “PreWar Shanghai: Towards the rise of a
Communal Society,” Linsun Cheng,
historian from University of Massachusetts at Dartmouth, presented
“Economic Planning and the Initiation of China’s Planned Economy:
The National Resources Commission and Its Industrial Activities,
1932–1947,” and Steven Lewis, political scientist and director of the
Transnational China Project at the
Baker Institute, presented “Making
History as We Please: Evaluating
Path-Dependency in Theoretical
and Empirical Studies of
Privatization Programs.”
The workshop was organized by
Carl Caldwell, assistant professor of
history at Rice University and Lewis.

TRANSNATIONAL CHINA
PROJECT WORKSHOP
The Transnational China Project
brought together a

GREEK AMBASSADOR
Greece’s primary objective is to
bring structure and stability to its
neighbors in terms of their militaries, media, governments, and
economies.
Philon stressed the need for
southeastern European nations to
move from traditional statist governments to more liberal market
economies. Until conflicts in the
war-torn areas of Bosnia and Kosovo
are resolved, these goals cannot be
realized. Philon indicated Greece’s

multidisciplinary group of scholars
from China, Hong Kong, Taiwan,
Singapore, and the United States to
explore the ways that Chinese societies define and enforce property
rights.
The program, “The Cultural
Foundations of Property Rights in
Chinese Societies Workshop,” was
held on March 20 in the International Conference Facility of James
A. Baker III Hall on the Rice campus.
The morning panel examined
land-use rights, while the afternoon
panels looked at the privatization of
enterprises and the influence of
transnational networks of entrepreneurs.
This workshop is part of the
Transnational China Project’s mission to bring together scholars from
across China and the United States
to develop new and innovative approaches to the study of contemporary Chinese culture. The project is
generously supported by funding
from Ford Motor Company and
PricewaterhouseCoopers. More information on the project, including
its research and curriculum development goals, can be found on its
website: <http://www.ruf.rice.edu/
~tnchina/>.

continued from previous page

stance regarding these disputes is
that the current borders of these areas should be maintained, while local populations are given as much
autonomy as possible.
Philon also discussed his belief
that Greece is now close to meeting
the standards required of European
Monetary Union members. Although Greece’s inflation rate still
hovers around four percent (two
percent is required to be in the
Monetary Union), this is a vast im-

provement over the 25 percent inflation rate Greece confronted just
a few years ago. As Greece approaches the new millennium,
Philon believes these policies will
provide Greece a chance to play a
larger role in European politics and
the prospect of contributing positively to the economic and political
stability of the region.
Philon’s speech was a part of the
Institute’s Shell Lecture Series.
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WORKSHOP ASSESSES NORTH KOREAN STABILITY
On December 5, experts from government, international organizations, research institutes, and universities gathered for the North
Korea Workshop, an international
conference sponsored by the Baker
Institute, the Asia Research Fund,
and the Rice University President’s
Office.
The purpose of the conference
was to assess the probable future direction for North Korea and to discuss steps that could be taken to influence that direction to one of
economic viability and strategic stability. Even though there were serious discussions on strategic issues
that currently preoccupy
policymakers and the media, the
workshop participants recognized
the need to shift the focus of policies regarding North Korea from
strategic issues and relief efforts to
development programs. In this
spirit, there was a proposal to form
a network of governments, international organizations, research institutes, universities, and private funding organizations to coordinate
efforts to assist North Koreans in
learning about market ways of running the economy. The conference
had five sessions, and in each there
were presentations and discussions.
The whole proceedings were documented in a post-conference volume.
In the first session, the participants examined experiences of
former socialist economies that are
transitioning to a market economy,
with the intent of drawing implications for a possible similar transition
for the economy of North Korea.
Ronald Soligo and Peter
Mieszkowski, both professors of economics at Rice, compared the economic reform policies of the Czech
Republic, Hungary, Poland, Russia,
China, and Vietnam. Sim Yee Lau, a
project coordinator at the Sasakawa
Peace Foundation, based in Japan,
and Kap-Young Jeong, a representa10
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In North Korea,
production is estimated
to have declined on the
order of 20 percent per
year during the
mid-1990s. Of particular
concern is the risk
of mass starvation,
which has forced the
North Korean government
to ask for international
assistance in feeding
its populace.
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tive of the Asia Research Fund and
economics professor at Yonsei University, presented the experiences of
Central Asia. Fred Von der Mehden,
professor emeritus in political science at Rice, and Steven Lewis,
project coordinator at the Baker Institute and lecturer of political science at Rice, focused on the reform
experience in China and Vietnam.
The presenters and participants, by
and large, agreed that having a
strong state that is committed to reform is important, and that familiarity with market institutions and

practices greatly enhances the probability of success. Thus, they supported gradual reform with institution building.
The second session focused on
the current status of the North Korean economy. Myung Chul Cho,
former economics professor at Kim
Il Sung University in North Korea
and fellow of the Korea Institute for
International Economic Policy
(KIEP), and Hyoungsoo Zang, another fellow of the KIEP, depicted
an economy that has imploded and
is on the verge of complete collapse.
William Brown, an analyst at the
U.S. Department of Commerce,
similarly depicted an economic system where there is no longer division of labor, specialization, and
economies of scale that any modern
economy must provide. Chang-Ho
Yoon, an economics professor at Korea University described the infrastructure needs of North Korea, in
particular telecommunications and
transportation. In North Korea, production is estimated to have declined on the order of 20 percent
per year during the mid-1990s. Of
particular concern is the risk of
mass starvation which has forced
the North Korean government to
ask for international assistance in
feeding its populace. However, it is
the very near collapse of this centrally run system that has led to the
development of private production
of food and distribution through
farmer’s markets. The presenters
and discussants noted the dilemma
facing North Korea: Institutional reforms that would be necessary to attract foreign capital, such as allowing for more private ownership and
competition, would have the likely
consequence of eroding the very
foundation of the current regime.
The third session focused on
South Korea’s recent initiatives for
economic cooperation with North
Korea. Kyu-Ryoon Kim, a fellow at
the Korea Institute for National

Unification, gave an overview of the
recent developments in economic
cooperation between North and
South Korea. He noted that the
South Korean government encourages contacts among individuals
and trade in commodities. These
policies are being further expanded
under the Kim Dae Jung administration.
The fourth session went into feasible steps that could be taken to increase North Korea’s intellectual
capital to transform its economy.
Soo-Bin Park, an economics professor at Carleton University in
Canada, described the exchange
program between Carleton University and the University of Havana in
Cuba. Bradley Babson, an advisor at
the World Bank, described a program for training North Korean officials on the workings of modern
market economies. This program is
being carried out through cooperation with the United Nations Development Program. Suchan Chae, an
economics professor at Rice, called
for feasible action plans by outlining how plans for teaching economics to North Koreans could be developed. The participants recognized
the need to coordinate the planning and implementation of educa○
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tional programs for North Koreans
among governments, international
organizations, research institutes,
universities, and private funding organizations.
The final session consisted of an
assessment of recent U.S. and South
Korean policies towards North Korea. Robert Manning, the director
of Asian Studies at the Council on
Foreign Relations, argued that the
assumptions behind the Agreed
Framework were wrong and advocated what he calls the “Grand Bargain,” where the U.S. puts something on the bargaining table that
promises substantial tangible benefit to the North Koreans. By contrast, Myung Hwan Yu, the minister
for political affairs at the Korean
Embassy in the U.S., made arguments in favor of keeping and working with the Agreed Framework on
the grounds that it is the only
mechanism at the moment that
would keep the current situation
from deteriorating. What emerged
out of the lively discussions was the
recognition that Kim Dae Jung’s
“sunshine policy” should be given a
chance and that some form of package deal should be tried. But participants were not willing to bet on
the success of these policies.
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The presenters and discussants noted the dilemma
facing North Korea: Institutional reforms that would
be necessary to attract foreign capital, such as
allowing for more private ownership and competition,
would have the likely consequence of eroding the
very foundation of the current regime.
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CHAIRMAN OF
THE GEORGIAN
PARLIAMENT ON
STRATEGIC
PARTNERSHIP
His Excellency Zurah Zhavania,
leader of the Georgian Parliament,
focused on his nation’s democratic
and economic development and the
evolution of relations between the
United States and the Republic of
Georgia during his January visit to
the Baker Institute for Public Policy.
Zhavania, a former environmental
activist, was elected chairman of the
Georgian Parliament in 1995 when
President Eduard Shevardnadze’s
Citizen’s Union of Georgia party
won that nation’s first democratic
elections. Zhavania said that while
Shevardnadze enjoys tremendous
popularity, instead of capitalizing
on it, Citizen’s Union leaders had
chosen a “much more complicated
and often much more painful way
of developing the country.”
“All of us were sure that through
building stable democratic institutions, we can achieve sustainable
prosperity and sustainable success
for our country,” Zhavania said.
During the last three years, Georgia has privatized about 10,000 formerly state-owned enterprises.
Those privatization efforts have now
extended to the nation’s largest industries: energy, telecommunications, and transportation. In addition to privatizing its industries,
Georgia is leading the efforts of several nations in the Eurasian corridor to move their products to the
global market.
Zhavania was optimistic about
Georgia’s relationship with the
United States, envisioning an eventual strategic partnership between
the two nations.
His talk was part of the Institute’s
Shell Lecture Series.
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NEW ENERGY STUDY FOCUSES ON CHINA’S FUTURE
ENERGY STRATEGIES, IMPACT ON ASIAN ENERGY SECURITY
An in-depth look at emerging
trends in China’s energy sector and
how these trends will impact future
energy security in Asia was the focus
of a year-long study released by the
Baker Institute on April 13 at a
briefing for industry executives and
analysts in Houston.
The research project was funded
by the Center for International Political Economy of Washington, D.C.
As with past Baker Institute energy studies, the China research
project is multidisciplinary and provides an analysis of economic, political, social, technological, environmental, and cultural factors that will
influence the development of Asian

•

The impact of the Asian economic crisis on competition for
energy resources in the Asia–Pacific;
• Analysis of economic costs of
China’s compliance with Kyoto
environmental accords; and,
• The role of energy, trade, and
oil geopolitics in China’s foreign relations.
The study is available on the
Baker Institute’s website at <http://
riceinfo.rice.edu/projects/baker/
index.html> along with other energy studies on the Caspian Basin
and Persian Gulf.

energy markets in the coming decade or so. The study includes several working papers.
Among the topics covered are:
• Trends in the development of
China’s natural gas sector;
• Economic reform and interplay
between China’s transnational
oil companies and provincial
entities involved in energy businesses;
• Sectoral analysis of China’s
growing energy demand;
• Forecasts for the size of the increase in Chinese and Indian
oil imports and the impact of
this incremental demand on oil
geopolitics;

BAKER INSTITUTE PUBLISHES STUDY ON EMERGING
ENERGY TECHNOLOGIES
Oil is likely to remain the predominant energy source globally for the
transportation sector well into the
21st century despite the emergence
in recent years of alternative technologies that could eventually
change the landscape for energy
supply, according to a Baker Institute study Emerging Technology in the
Energy Industry and Its Impact on Supply, Security, Markets, and the Environment.
The study, published late last year
and based on a major conference
on the subject held at the institute
in December, concludes that while
alternative engine systems might
play a limited role in dampening
demand for diesel and gasoline fuel
in industrialized countries during
the next decade or so, they are unlikely to represent a major share of
the market until 2020 or later.
The institute’s emerging energy
technology conference was attended by scientists, energy industry
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Technological change will continue to be a
significant factor in energy markets in the
21st century. Technological innovation in
hydrocarbon exploration and extraction
could potentially restrain real oil prices for
the foreseeable future, barring a major
prolonged supply disruption.
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executives, media, consultants, and
technology experts.
Among the speakers were
Hiroyuki Watanabe, director of
Toyota Motor Corp.’s electric ve-
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hicle development; Bowen Loftin, a
University of Houston professor
involved in the UH/NASA Virtual
continued on next page

EMERGING ENERGY
Environment Training Laboratory,
which uses virtual reality technology to analyze seismic data; Roger
Anderson with Columbia
University’s Lamont Doherty Earth
Observatory, who talked about
technology 10 to 15 years in the future that will find oil where it has
never been found; and Norman
Rostoker of the University of California–Irvine, whose research focuses on producing energy through
fusion.
The conference was funded under a grant from the Center For International Political Economy.
Some pilot programs, driven by
commercial competition and envi-

continued from previous page

ronmental pressures, are being conducted to develop new energy
sources for the power industry and
transportation sector, such as fuel
cells. However, experts attending
the Baker Institute conclave concluded that it is unlikely that large
emerging economies such as China
and India will be able to cope with
rising dependence on traditional
fossil fuels in the coming years by
leapfrogging to alternative energy
technologies.
Still, technological change will
continue to be a significant factor
in energy markets in the 21st century. Technological innovation in
hydrocarbon exploration and ex-

traction could potentially restrain
real oil prices for the foreseeable future, barring a major prolonged
supply disruption. As energy markets develop to include innovative
technologies, oil and gas companies
that will succeed will be those that
transform themselves into energy
businesses with a wide number of
energy sources to supply into growing markets. By the latter half of the
21st century, oil could have a declining role as new technologies come
to the fore in the transportation
and other sectors, the Baker study
concludes.

Hiroyuki Watanabe talks to Michael Rieke of Dow Jones News Service.
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D’ESTAING VISITS
RICE
Former president of France Giscard
d’Estaing visited Rice University on
February 25. Pictured at right are,
left to right, James A. Baker, III,
French consul general Lepitit
Pierre, d’Estaing and Rice president
Malcolm Gillis. Below, d’Estaing,
flanked by President Gillis and
Baker Institute director Edward P.
Djerejian, meets with Rice faculty
and students.

Baker Institute Report
Editor
Michael Cinelli
Photographers
Tommy LaVergne
Jeff Fitlow
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POETRY AND POLICY
Two statesmen and published authors, speaking at Rice on February
10, did much to dispel the commonly held belief that literature and
public policy don’t have much to do
with one another.
In fact, there is a long-standing
link between the two, argued Shashi
Tharoor and Dominique de Villepin
at the event, “Literature, Poetry, and
Public Policy: Interaction and Synthesis.”
Tharoor, executive assistant to
United Nations secretary-general
Kofi Annan, and de Villepin, secretary-general of the presidency of the
Republic of France, were welcomed
as part of the first jointly sponsored
event by the James A. Baker III Institute for Public Policy and Fondren
Library and underwritten in part by
the Shell Oil Company Foundation.
The relationship between poetry

and policy is an old one, dating
back to antiquity, said de Villepin,
the author of several books of poetry, including Parole d’exil (The
Word of Exile), le Droit d’ainesse (The
Right of the Elder) and Secession. It
even came into play in a coded military message regarding the D-day
invasion of Europe by the Allies,
which included lines of poetry.
It is an important relationship, he
said, as politics can incite poets and
writers to record the issues of the
day into the written word. Politics,
however, is “hindered by the substance of reality,” de Villepin said,
while poetry is the “alchemy of
life”—a rich link between the past
and future that can help restore the
sacred and remind us to be faithful
to our roots.
While Tharoor said he sees literature as an escape from his career in-

DIRECTORS LETTER

continued from page 2

pragmatism.” These principles recognize that the United States must
remain actively engaged in international affairs and not retreat into either “disengagement” or “compulsory engagement.” It means making
intelligent choices on how, when,
and where we will engage.
And, it means we need to act in
proportion to our interest, seek balances in our objectives, and remain
credible in the exercise of our policies. In order to achieve this goal,
we must assure and maintain both
our diplomatic and military readiness to face future challenges.
In this overall context, the Baker
Institute is working to craft ideas
that will lead to the formulation of
coherent policy approaches to con-

flict resolution in the post-Cold
War era. We have initiated working sessions and policy study papers with specific recommendations on the Israeli–Palestinian
and the Israeli–Syrian and Lebanese negotiations, and these papers have been presented to government decision makers in
Washington and the Middle East.
The institute hosted the fourth
negotiating round between the
Moroccans and the Polasario under Mr. Baker’s aegis as the UN
Secretary General’s Personal Envoy on the Western Sahara. This
session produced the first agreement by the parties on a code of
conduct for a UN-supervised referendum in the Western Sahara.

volving public policy and that the
two are seemingly incompatible passions, he, too, believes there is an
important link between the two.
The author of several books, including The Great Indian Novel, Show
Business, and India: From Midnight to
the Millennium, said that writers
“record the stories society tells
about itself.”
Literature also provides an important service by depicting alternate
truths than what governments
present, Tharoor said. In some
countries, it has been writers who
have brought about the most fundamental change, he added.
Following the talks by the two
men, Edward Djerejian, director of
the Baker Institute, led a discussion,
touching on such issues as censorship and the role the government
plays in literature.

And former U.S. ambassador Peter Rosenblatt and Gregory
Djerejian of the Georgetown Law
Center, both of whom were sponsored by the U.S. Institute for
Peace, and I went to Azerbaijan and
Armenia to conduct informal talks
with the leadership in both countries in an effort to facilitate the negotiations to resolve the Nagorno–
Karabagh issue. Further, we are
considering establishing a structured program within the Baker Institute to focus on conflict prevention and conflict resolution issues.
—Edward P. Djerejian, Director
James A. Baker III Institute for Public
Policy
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THE FRENCH AMBASSADOR ON EUROPEAN UNITY AND
THE THREAT TO U.S. INTERESTS
His Excellency Francois V. Bujon,
France’s ambassador to the United
States, stressed the “overpowering
commonality of interests” between
the United States and the European
Community during his remarks at
the Baker Institute.
However, Bujon also expressed
concern that misperceptions of the
goals of the European Union’s
member nations have led to an
American ambivalence for European integration.
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Bujon challenged the U.S. concern that the EU could be subject to
domination by a single ambitious
European nation and become a
threat to international security. The
Cold War legacy of asymmetrical relations between the United States
and European nations also strains
international ties. Finally, he observed that European countries are
more interdependent than the
United States.
However, he was generally opti-

mistic about future relations between nations on both sides of the
Atlantic, particularly with regard to
economic and cultural friendships.
“Where else in the world can
American investors benefit from a
single market of more than 300 million consumers united by a high
level of legal stability and homogeneity?” he asked.
Bujon’s speech was a part of the
Institute’s Shell Lecture Series.
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