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April 14th Pickings had a review of Escape from Camp 14 - a view into North 
Korea's GULAG. Now Jeff Jacoby has more.  
... Harden's book is gripping, and enlightening. Yet not even the most gifted writer can fully 
convey what it means to grow up in a Camp 14 — a realm in which "love and mercy and family 
were words without meaning," in which betrayal was routine and compassion unknown. How 
does a human being overcome such damage? Grisly physical scars mark Shin's body, Harden 
writes, but there are severe psychological scars too. He struggles to show affection and to trust 
other people; to be capable of sympathy and sadness.  

How could it be otherwise? After a lifetime of dehumanization and institutionalized cruelty, Shin 
can hardly be blamed if he wrestles with emotional paralysis.  

But what excuse do we have? We who know what freedom and civilization mean, who live with 
law and justice and decency, who intone "never again" to accounts of genocide and holocaust 
— how do we justify our emotional paralysis?  

There is no cruelty so depraved that people cannot be induced to do it, or to look the other way 
while it is being done. "Escape from Camp 14" reconfirms what we have known for years: North 
Korea's rulers brutalize their people with unparalleled and bloody barbarity. Why do we find it so 
easy to look the other way? 

  
  
Kimberley Strassel gives the real story behind the company featured in the Obama 
attack on Bain Capital.    
This week the Obama campaign debuted its attack on Bain Capital, the private-equity firm Mitt 
Romney founded. Its two-minute ad purports to tell the story of GS Technologies, a Kansas 
City-based Bain investment that went bankrupt in 2001.  

To hear the Obama campaign, this is a tale of greed: GST was a healthy, happy, quality 
steelmaker until Bain plundered its worth and stripped its 750 workers of their due. "It was like a 
vampire," laments one former employee in the ad. "They came in and sucked the life out of us."  

GST is a tragic tale, though in a different way. The real story of GST is that of a private-equity 
firm trying to spark some life into a uncompetitive, over-unionized industry. Bain's crime here—if 
that's what you call it—was giving a dying steel plant an unexpected eight-year lease on life.  ... 

  
  
More understanding of the value of private equity firms can be gleaned from Guy 
Sorman, in City Journal.  
The 2012 presidential race will be, in part, a showdown between two different models of 
economic growth. President Barack Obama and his Democratic administration will defend the 
once-discredited and now-resurgent theory that government must act as the economy’s “tutor” 



and use public funds to stimulate it. The Republican nominee, presumably Mitt Romney, will 
advance the free-market argument that the main source of new growth is the innovative energy 
of American entrepreneurs and that government needs to get out of the way. 

An essential part of the free-market argument is “creative destruction,” a theory proposed by the 
great Austrian economist and Harvard University professor Joseph Schumpeter. If you don’t 
understand Schumpeter’s insight—expressed most powerfully in his classic 1942 book 
Capitalism, Socialism and Democracy—you’ll have a hard time understanding why free markets 
work so well to generate prosperity. Yet creative destruction is a complicated concept, poorly 
understood by the general public and not always easy to defend. As November nears, the 
Republican nominee will have to figure out a way to show voters how essential it is to American 
prosperity. 

Schumpeter believed that progress in a capitalist economy requires that the old give way 
constantly to the new: production technologies in a free economy improve constantly, and new 
products and services are always on offer. But this creative transformation also has a 
destructive side, since it makes earlier products and services—and the workers who provided 
them—obsolete. Today’s consumers have little reason to buy an oil lamp instead of a lightbulb, 
or a Sony Walkman instead of an iPod—which can be bad news for the people who 
manufacture the oil lamp and the Walkman. 

Looking back at the history of Western capitalism, we can see how the discovery of new energy 
sources, new communications systems, and new financial instruments regularly demolished old 
ways of doing things. ... 

  
Abby Thernstrom, one of Pickings favorites was the WSJ interviewee this weekend.  

... She notes that suburban America has been dramatically altered by the changes in 
immigration law in 1965. "You've got Asians. You've got Hispanics. And none of them are 
residentially clustered enough so that you can draw neat little lines around them and create 
reserved seats for members of minority groups. Residential integration is not in the interest of 
voting rights advocates." 

Besides, she says, racially tailored districts leave ambitious black politicians (and political 
discourse generally) worse off, insofar as they eliminate the need to build multiracial coalitions 
capable of winning broad support. It's not unusual for the entire Congressional Black Caucus in 
a given year to sport a more liberal voting record than the average white Democrat, which can 
limit the appeal of a black candidate to white voters. Republicans have tended to play along with 
racial gerrymandering because concentrating minority voters in a few districts can result in other 
districts with large concentrations of nonminorities, where GOP candidates believe they have a 
better chance of winning. 

"So you end up with these black districts in which only blacks run for office," says Ms. 
Thernstrom. "The turnout is fairly low, and those who tend to win are the most strident, the most 
left, the most race-conscious. They're those who play the race card best. Is it true in every one 
of these districts? No. There are some exceptions. But there aren't enough exceptions."  



What suppresses minority turnout, she says, is not voter-ID laws but racial gerrymandering. 
"Turnout is very low in these safe black and Hispanic districts. And why shouldn't it be? There's 
no real competition." 

Ms. Thernstrom says that the evolution of the Voting Rights Act fits a familiar pattern. "This is 
the usual civil rights legislation story. It starts out being about opportunity and ends up being 
about results. We see that in any corner of the civil rights picture that you want to zero in on."...  

"America in Black and White," the masterful 1997 tome that Ms. Thernstrom co-wrote with her 
husband, is by and large a good-news story of racial progress in America. It bothers her deeply 
that so many black leaders have a vested interest in playing down the socioeconomic 
advancement that has occurred among blacks over the past half-century.   

"They have a whole list of ways in which America hasn't changed" for blacks, she says. "For 
their policies to make any sense, they have to pretend that progress isn't being made or that it's 
too little progress to matter." 

Most of the Voting Rights Act is permanent, which means that, notwithstanding Mr. Holder's 
scaremongering, elimination of outdated provisions like Section 5 will not threaten the black 
franchise or leave the U.S. on the cusp of a return to Jim Crow. Asked why the administration of 
the first black president is so keen on keeping racial issues on the front burner, Ms. Thernstrom 
replies that "they obviously think it's good politics. If they looked at the data, though, they would 
see that it's 'Guess Who's Coming to Dinner.' The picture is so heartening, even in the South. In 
fact, the South is in some ways the vanguard." 

Ms. Thernstrom believes that the administration's identity politics may be a miscalculation if Mr. 
Obama's race is no longer foremost on voters' minds. "My sense is that when Americans look at 
the president today, they look at a man who has not exactly solved our economic problems, who 
has gotten us deeply in debt, and who used up a tremendous amount of time and political 
capital on legislation—ObamaCare—that Americans don't want," she says. "But I don't think 
they look at him as a black man who has done these things." 

  
Marc Thiessen says the creepy Obama minions who have inserted The One into 
biographies of former presidents have missed the boat.  
President Obama is being criticized for inserting himself into the official biographies of his 
predecessors on the White House website. The RNC and the conservative blogosphere have 
had a field day with this, pointing to it as yet further evidence of Obama’s enormous ego. I 
disagree. If anything, Obama was being too modest—leaving out some of his administration’s 
truly historic accomplishments. 

Here are a few suggestions for additions to presidential bios that Obama might want to consider: 

In the bio on President Bush, he could say: 

•    Under President Bush, the national debt increased by $4 trillion over eight years. President 
Obama succeeded in increasing the national debt by the same amount in just three years—and 
in his first term racked up almost as much debt as all previous American presidents combined. 
... 



Howie Carr says it's time for Elizabeth Warren to tell the truth.  
The Globe has finally come clean. The cover-up has crumbled. The New England Historic 
Genealogical Society threw in the towel a few hours later. 

Now it’s Granny Warren’s turn. She needs to cop a plea to being a fake Indian, because it’s way 
beyond a reasonable doubt. 

Unless, of course, she wants to stick with her very believable story about her pappaw having 
“high cheekbones — like all the Indians do.” 

  
Karma time. One of the many ways Chris Matthews made light of Sarah Palin was to 
suggest she would be an awful Jeopardy contestant. Last week Matthews was on the 
show during its visit to DC. It is hard to overstate how poorly he did. NewsBusters 
has the story.  
... Quite comically, the MSNBC anchor's first gaffe came when he couldn't even correctly 
request an answer to a question. 

"Let's go back to, what is 'Crossword Clues E?' I mean, I'm sorry, let's go $200 for the category 
'Crossword Clues E.'" 

Matthews appeared to have his Joe Biden thinking cap on. 

Host Alex Trebek finally read the answer, "At ____, soldier! Four letters." 

"At ease, soldier," Matthews responded. "What is 'At ease, soldier?'" 

Although the correct response was "Ease," host Trebek graciously accepted Matthews' offering. 

A bit later, the answer to another question was, "Full name of the U2 pilot shot down over the 
Soviet Union in 1960." 

Matthews responded, "Who is Gary Powers?" 

Trebek prompted, "We need the full name." 

Again channeling Biden, Matthews actually just repeated the same thing saying, "Who is Gary 
Powers?" 

Trebek said, "No," and the audience burst out laughing. The full name of course was Francis 
Gary Powers. 

And that's when things really got ugly for the arrogant Matthews. ... 

  
 
 
 

  



Jewish World Review 
'Never again' is now in North Korea  
by Jeff Jacoby 
  
Shin Dong-hyuk grew up in North Korea's Camp 14, one of the monstrous slave-labor prison 
complexes in which the world's most tyrannical regime has crushed hundreds of thousands of 
its citizens, working them to death in conditions of excruciating brutality and degradation. 
Though the North Korean concentration camps have lasted far longer than their Soviet or Nazi 
counterparts did, Shin is the first person born and raised in one of them to have successfully 
escaped abroad. His story is told in journalist Blaine Harden's "Escape from Camp 14," a heart-
crushing reminder that man's inhumanity to man has no limit.  

It is a book filled with harrowing passages. At the age of six, Shin was forced to watch as one of 
his classmates — a short, slight, pretty girl — was beaten to death by their teacher when he 
discovered five kernels of corn in her pocket. When Shin accidentally dropped a sewing 
machine while working at the camp's garment factory, half of his middle finger was chopped off 
as punishment. Time and again he sees other inmates maimed or killed when they are forced to 
work under appalling conditions. And time and again he joins in collective punishment, 
unhesitatingly obeying when ordered to slap and beat a classmate or some other prisoner 
singled out for abuse and discipline.  

When Shin was 14, he witnessed the execution of his mother and brother for attempting to 
escape. His chief emotion as he watched them die was not sorrow, but anger: He was furious at 
what they had caused him to be put through. Because of their infraction, he had been savagely 
tortured, suspended in mid-air over a charcoal fire as interrogators demanded information about 
where his mother and brother were planning to flee after their escape.  

"Shin, crazed with pain, smelling his burning flesh, twisted away from the heat," Harden writes. 
"One of the guards grabbed a gaff hook from the wall and pierced the boy in the lower 
abdomen, holding him over the fire until he lost consciousness."  

North Korea's slave-labor gulag would be horrific even if its inmates were guilty of actual crimes. 
But most prisoners are guilty of nothing except being related to the wrong family.  

Under a demented doctrine laid down by Kim Il Sung, the communist tyrant who founded North 
Korea, "enemies of class ... must be eliminated through three generations." The regime 
therefore fills these unspeakable camps not only with "enemies" who dared to practice 
Christianity or failed to keep a picture of Kim dusted, but with their entire families, often including 
grandparents and grandchildren. Shin's father ended up in Camp 14 because two of his 
brothers had fled south during the Korean War. He and Shin's mother were assigned to each 
other by camp guards years later as prizes in a "reward" marriage. They were allowed to sleep 
together just five nights a year. Shin was thus conceived — and spent the first 23 years of his 
life — behind the electrified barbed wire of such a ghastly hellhole.  

Harden's book is gripping, and enlightening. Yet not even the most gifted writer can fully convey 
what it means to grow up in a Camp 14 — a realm in which "love and mercy and family were 
words without meaning," in which betrayal was routine and compassion unknown. How does a 
human being overcome such damage? Grisly physical scars mark Shin's body, Harden writes, 



but there are severe psychological scars too. He struggles to show affection and to trust other 
people; to be capable of sympathy and sadness.  

How could it be otherwise? After a lifetime of dehumanization and institutionalized cruelty, Shin 
can hardly be blamed if he wrestles with emotional paralysis.  

But what excuse do we have? We who know what freedom and civilization mean, who live with 
law and justice and decency, who intone "never again" to accounts of genocide and holocaust 
— how do we justify our emotional paralysis?  

There is no cruelty so depraved that people cannot be induced to do it, or to look the other way 
while it is being done. "Escape from Camp 14" reconfirms what we have known for years: North 
Korea's rulers brutalize their people with unparalleled and bloody barbarity. Why do we find it so 
easy to look the other way?  

  
  
WSJ 
Vampire Capitalism? Please  
GST Steel would have failed much earlier without Bain. 
by Kimberley A. Strassel 

This week the Obama campaign debuted its attack on Bain Capital, the private-equity firm Mitt 
Romney founded. Its two-minute ad purports to tell the story of GS Technologies, a Kansas 
City-based Bain investment that went bankrupt in 2001.  

To hear the Obama campaign, this is a tale of greed: GST was a healthy, happy, quality 
steelmaker until Bain plundered its worth and stripped its 750 workers of their due. "It was like a 
vampire," laments one former employee in the ad. "They came in and sucked the life out of us."  

GST is a tragic tale, though in a different way. The real story of GST is that of a private-equity 
firm trying to spark some life into a uncompetitive, over-unionized industry. Bain's crime here—if 
that's what you call it—was giving a dying steel plant an unexpected eight-year lease on life.  

When Bain bought the Kansas City mill in 1993, steel was a scene of carnage. Global players 
were pouring out cheap products, and America's high-cost steel plants couldn't compete. The 
industry had lost 200,000 jobs in preceding years. In 1992 alone, the six largest U.S. steel mills 
had lost a combined $3 billion. Armco, the company Bain would buy the plant from, would lose 
$641 million in 1993. 

The Kansas City plant was itself dying. At its 1970 height it employed 4,500; by the late 1980s it 
was down to 1,000. A year before acquisition, Armco had laid off another 75. Its equipment was 
old; it faced fierce competition at home and abroad.  

B.C. Huselton, a vice president of the business at the time, tells me that in 1990 the Armco CEO 
held a meeting. "He told us, 'Look, we either try to sell it, or we've got to shut it down.'" Armco 
had shut down another Kansas City facility, Union Wire Rope, only a few years before.  



The Kansas City plant had two product lines—high-carbon rods and grinding media (used in 
mining)—that it felt could give it a competitive edge. But it needed investment, and Armco was 
tapped out. Bain nonetheless saw some potential and in 1993 joined other investors to acquire it 
for $80 million. Management renamed it GS Technologies (which would become part of a larger 
GS Industries) and poured an additional $100 million into modernization.  

The strategy worked for a time. The market firmed up and GSI became a U.S. leader in steel 
rods. In 1994 it felt confident enough to distribute a dividend to investors. In both 1996 and 
1997, GSI would realize $1 billion in revenue.  

And then came the tsunami. The late 1990s saw a new outpouring of cheap steel from 
elsewhere around the globe. The Asian financial crisis walloped the mining industry, cutting 
demand for GST products. The price of GST's electricity and natural gas skyrocketed. The union 
dug in, refusing to make concessions. By April 1997, it was on strike, shooting bottle rockets at 
guards. Labor costs spiked, and by 1999 GSI was reporting $53 million in net losses.  

In 2001 it would become one of 31 steel companies that went bankrupt from 1993 to 2003. (Mr. 
Romney left Bain in 1999.) The steel crash was the economic drama du jour, with Congress 
railing about "dumping."  

At the time, GST's union blamed the company's bankruptcy on the political class, for failing to 
hamstring imports. "We can't compete against the steel imports that are being sold under cost," 
said the president of GST's union in 2001. "Our pleas fell on deaf ears in the political arena." 
The Bush administration would ultimately slap on giant tariffs.  

The bankruptcies were led by unionized companies that, like airlines and textiles and Detroit, 
had negotiated pay and benefits that helped drive their employers under. GST's pension 
benefits would get passed on to the federal Pension Benefit Guaranty Corp., which in 2002 
received $7.5 billion in claims from the steel industry alone. The PBGC covered GST's basic 
pension payouts.  

The Obama ad doesn't note that the broader company, GS Industries, employed 3,500 and that 
the Kansas City plant (with 750 workers) was the only one shuttered. Other plants were bought 
and operate today. Nor does it mention Bain's other steel investment in the early 1990s, in an 
Indiana start-up called Steel Dynamics. The firm touts innovative technology and a nonunion 
workforce. It today reports $6.3 billion in revenue—25 times what it claimed in its 1996 IPO—
and employs 6,000. 

A private-equity firm looking to quickly strip value from a company—to "suck" the life out of it—
does not do so by investing $100 million in modernization and holding on for eight years, 
through bankruptcy. Bain has surely made its share of mistakes, and one may well have been 
trying to resuscitate a traditional steel firm in the grip of industry upheaval. The irony, says Mr. 
Huselton, is that this plant "wouldn't even be in today's news, if it hadn't been the opportunity 
that came with Bain. Those jobs would have been gone in 1993." 

That's a more revealing story—of the pressures of a global market, the dangers of an inflexible 
workforce, and the opportunities that come with private equity and risk-taking. It's just not one 
Team Obama wants to tell. 



  
  
City Journal 
Schumpeter in the White House 
How to talk about creative destruction 
by Guy Sorman 

The 2012 presidential race will be, in part, a showdown between two different models of 
economic growth. President Barack Obama and his Democratic administration will defend the 
once-discredited and now-resurgent theory that government must act as the economy’s “tutor” 
and use public funds to stimulate it. The Republican nominee, presumably Mitt Romney, will 
advance the free-market argument that the main source of new growth is the innovative energy 
of American entrepreneurs and that government needs to get out of the way. 

An essential part of the free-market argument is “creative destruction,” a theory proposed by the 
great Austrian economist and Harvard University professor Joseph Schumpeter. If you don’t 
understand Schumpeter’s insight—expressed most powerfully in his classic 1942 book 
Capitalism, Socialism and Democracy—you’ll have a hard time understanding why free markets 
work so well to generate prosperity. Yet creative destruction is a complicated concept, poorly 
understood by the general public and not always easy to defend. As November nears, the 
Republican nominee will have to figure out a way to show voters how essential it is to American 
prosperity. 

Schumpeter believed that progress in a capitalist economy requires that the old give way 
constantly to the new: production technologies in a free economy improve constantly, and new 
products and services are always on offer. But this creative transformation also has a 
destructive side, since it makes earlier products and services—and the workers who provided 
them—obsolete. Today’s consumers have little reason to buy an oil lamp instead of a lightbulb, 
or a Sony Walkman instead of an iPod—which can be bad news for the people who 
manufacture the oil lamp and the Walkman. 

Looking back at the history of Western capitalism, we can see how the discovery of new energy 
sources, new communications systems, and new financial instruments regularly demolished old 
ways of doing things. When this happened, the result was typically short-term pain, as certain 
workers found themselves displaced, and sometimes even what appeared to be economic 
crises; but there was also substantial long-term gain, as the economy became more efficient 
and productive. Economists W. Michael Cox and Richard Alm point to transportation as a 
striking example of the process. “With the arrival of steam power in the nineteenth century, 
railroads swept across the United States, enlarging markets, reducing shipping costs, building 
new industries, and providing millions of new productive jobs,” they write. Automobiles and 
airplanes had similar effects. Yet “each new mode of transportation took a toll on existing jobs 
and industries. In 1900, the peak year for the occupation, the country employed 109,000 
carriage and harness makers. In 1910, 238,000 Americans worked as blacksmiths. Today, 
those jobs are largely obsolete.” 

Creative destruction can take place not just across sectors of the economy but within particular 
firms, too. Since the invention of the automobile, many automakers have disappeared, unable to 
improve their products; those that survived have had to transform themselves radically to stay 
competitive. Sometimes firms even change their business to stay alive. Think of IBM, which 



started in 1930 by building calculating machines, shifted to computers in the 1950s, and today is 
a service company. 

Trying to prevent creative destruction brings economic torpor or worse. At the extreme were the 
twentieth century’s totalitarian Communist regimes. I vividly recall the Soviet economy under 
Brezhnev and the Chinese economy under Mao Zedong. In these state-controlled societies, 
competition was illegal and existing factories were never shuttered; every industrial complex 
contained layers of antiquated technologies to which more recent ones had been added. To 
close down a factory, after all, would imply that the central planners had made mistakes—an 
impossibility, since socialism was supposedly scientific. 

Innovation is very rare under such state-stifled conditions. In East Germany, factories produced 
the same car—the only one available—for three decades: the infamous Trabant. Without 
competitors providing consumers with other choices, there was no incentive to do anything else. 
Visiting Communist countries during the seventies and eighties, as I frequently did, was to enter 
a museum of industries past. In the poorly stocked shops, one would come across outmoded 
devices, like mechanical watches, long gone from advanced capitalist economies. In- deed, 
most of the innovative products that did surface in the Communist world—usually for the benefit 
of the military—were stolen or smuggled in from the West. 

The same weakness affects, though less dramatically, the watered-down form of state economic 
planning often practiced in European democracies and renascent in America under the Obama 
administration, with its Keynesian stimulus spending, massive bailouts of the auto industry, 
partial takeover of General Motors, and subsidies of alternative energy. The track record of such 
economic intervention in democratic societies has been stagnation, though it has occasionally 
proved useful in emerging economies, like Japan’s in the 1950s, when capital is scarce and 
entrepreneurs are thin on the ground. Even in Japan’s case, though, many of the government-
backed industries failed, while sectors of the economy that weren’t nurtured by the state’s 
“industrial policy”—cars, components, ceramics—flourished. 

Central planners can never match the private innovators of a competitive economy. (Friedrich 
Hayek called this bureaucratic arrogance the “fatal conceit.”) A bureaucrat would need 
omnipotence to anticipate, let alone invent, the paradigm shifts that capitalist economies, 
churning with creative destruction, have regularly birthed. Economies open to creative 
destruction have innovated more, created more employment, and enjoyed higher growth rates 
than their statist rivals. 

No place has been more open to creative destruction than the United States, where whole 
cities, left behind by technological advance, have crumbled into ruin, with abandoned factories 
standing forlornly alongside rusted railroad tracks and many workers long since departed to 
clear new lands, like the pioneers of yesteryear. The willingness of Americans to endure 
creative destruction has allowed their economy to outperform European economies for decades. 
But creative destruction always runs the risk of ruining the lives of individuals along the way, 
which poses a significant political problem for defenders of free markets. Consider an example 
from overseas. Rail now allows travelers to zoom easily and quickly from London to Paris and 
back. Who, then, needs the slow-moving ferry that links Dover and Calais? But just try 
explaining Schumpeter’s virtues to a unionized sailor! 

Yes, free-market advocates can point out that when a state steps in to help a dying sector of the 
economy, it is actually harming economic growth by sinking financial capital—a limited 



resource—into inefficient activities and diverting funds from more innovative enterprises. A job 
saved in an obsolete economic sector, they will say correctly, is a job—often many jobs—
forgone elsewhere in the economy. But that’s a very hard argument for a politician to make. As 
the great free-market economist Milton Friedman frequently observed, a business closing gets 
on the television news, while the new businesses that get created from the reallocated capital 
go unnoticed because they are so widely dispersed. 

Mitt Romney has run smack into this problem during his campaign for the Republican 
nomination. Bain Capital, the firm he led, was a pure engine of creative destruction: a private 
investment fund that bought troubled businesses, restructured them (often by firing people), and 
sold them for a profit. Even some of Romney’s Republican opponents, who know better, couldn’t 
resist attacking him for his entrepreneurial work; Newt Gingrich went so far as to run ads 
featuring workers who had lost their jobs because of Bain’s restructuring. Romney contended 
that Bain had helped create 100,000 new jobs, which may be true, but—underscoring 
Friedman’s point—no one knows exactly where they are. 

It may therefore be necessary for defenders of creative destruction to balance Schumpeter with 
some form of social support. It is misguided to protect superseded firms and industries, they 
would maintain, but helping people displaced by economic progress is a moral imperative. They 
would argue for the implementation of a “compassionate capitalism,” perhaps including 
unemployment benefits, retraining, and various welfare services. (These should be designed not 
to become disincentives to work, as they frequently have been in the past.) A compassionate 
capitalism wouldn’t merely be humane; it would also help preserve capitalism, because in a 
democracy, creative destruction cannot occur without some type of safety net. Workers who risk 
losing their jobs and lack any social support will soon vote an end to free markets. 

Private Equity, Capitalism’s Secret Weapon 

Created in the United States in 1946, private equity funds are collective investment schemes 
that didn’t become serious economic players until the 1970s in Silicon Valley. Early private 
equity investors, also known as venture capitalists, would buy shares in promising new 
industries like high-tech and sell their investments at a considerable profit. Eventually, private 
equity funds spread beyond Silicon Valley and invested in a wider range of industries. Today, 
they raise capital from cash-rich investors—pension funds, insurance companies, wealthy 
individuals—or borrow it from commercial banks and other financial institutions. Then they 
invest in various companies. The goal of the private equity fund is to sell those investments—
often to another private equity fund—and turn a profit. 

Smart investors at private equity funds select poorly managed companies whose value can be 
increased by extending, reducing, or reshuffling their activities. After buying a significant number 
of shares in such a company, a private equity fund can redirect or replace its management 
structure. Private equity managers may terminate redundant workers to increase productivity; 
scale back or eliminate less profitable departments; or use the company’s existing business to 
extend its brand and reach. For instance, Bain Capital, the private equity fund founded by Mitt 
Romney, turned Staples from a local brand into a national office supplier. 

In the simplest sense, private equity investors reallocate capital where it will be most effective—
from less productive uses to more profitable ones. Private equity funds propel capitalism’s 
creative destruction: by promoting innovation and punishing obsolescence, they fuel economic 
growth. 



At the same time, by speeding up processes that might otherwise take a long time—such as the 
decline of an old industry and the emergence of a new one—private equity funds make the 
social costs of creative destruction more visible. Those who defend free markets, creative 
destruction, and private equity must do a better job of explaining their genuine benefits while 
supporting effective social policies to help workers make smoother transitions from old 
industries to new ones. 

Schumpeter himself prophesied that the unpopularity of capitalism would eventually kill it. He 
doubted the capacity and willingness of the bourgeoisie to defend capitalism’s legitimacy, and 
he doubted the heirs of capitalist entrepreneurs even more. He knew many, both in his native 
Austria and in the United States, who squandered the capital that their parents and 
grandparents had accumulated and who were eager for the Left to forgive them for having 
inherited their wealth. 

The ultimate enemies of capitalism, in Schumpeter’s view, were intellectuals, many of whom 
found it outrageous that businessmen had so much more money than they did. Envy—and the 
indisputable imperfections of capitalism—made these thinkers and writers, including some of 
Schumpeter’s Harvard colleagues, yearn for a better economic system. Ironically, the wealth 
created by capitalism had bankrolled a massive expansion of the educational system, 
empowering the intellectual class that hated that wealth. “Capitalism inevitably . . . educates and 
subsidizes a vested interest in social unrest,” Schumpeter noted. The rhetorical talent of the 
intellectuals, he predicted darkly, would help bring capitalism to its knees. 

Schumpeter’s pessimism about capitalists’ heirs may have gone too far: some of them, 
especially in America, have put their money to good use in philanthropies, museums, and 
foundations that don’t lobby against capitalism. His characterization of intellectuals, though, 
remains as accurate today as when he made it decades ago. And while it’s true, of course, that 
socialism as Schumpeter feared it has all but disappeared, the Obama administration’s 
enthusiasm for economic intervention shows that American openness to creative destruction is 
not a given. Perhaps the most virulent opponent of creative destruction is the riotous 
antiglobalization movement. Perpetually laying siege to G-20 meetings, the antiglobalists refuse 
to accept—or fail to understand—that competition spurs innovation and that innovation spurs 
economic growth and human progress. Thanks to trade, market competition has become global, 
establishing a worldwide division of labor that dramatically reduces the costs of consumer 
goods, from food to cell phones and beyond. In the antiglobalists’ dreamworld, everything would 
become local again—a fantasy that, were it ever to become reality, would limit access to many 
goods to the wealthy alone. 

Can a Schumpeterian candidate make it to the White House in 2012? Yes, but in the current 
climate of economic uncertainty, he will need to be a talented rhetorician. Otherwise, America in 
a second Obama term will probably continue to move in a European direction, with the 
government playing an increasingly activist role in the economy, protecting out-of-date ways of 
doing business. And without the liberating fire of creative destruction, America will follow Europe 
down the path of slow growth, high unemployment, and decline. 

Guy Sorman, a City Journal contributing editor and French public intellectual, is the author of 
Economics Does Not Lie. 

  
  



WSJ 
Abigail Thernstrom: The Good News About Race in America  
The 1965 Voting Rights Act has been a huge success. So why are black activists keen to 
press the discrimination button on issues like voter ID? 
by Jason L. Riley 

McLean, Va.  

Trayvon Martin. Voter ID laws. Color-conscious college admissions policies heading for the 
Supreme Court again. It seems like a good time to check in with Abigail Thernstrom, a reliable 
fount of honesty and uncommon sense on matters racial. 

"Did you hear [U.S. Attorney General] Eric Holder the other day say how much he loves Al 
Sharpton?" she asks as we park ourselves at the breakfast table in the suburban Washington, 
D.C., home that she shares with her husband and sometime collaborator Stephan Thernstrom, 
a Harvard historian. "This is a very poisonous message. The black leadership is suggesting that 
George Zimmerman is a typical white. That they're all alike. Yes, he calls himself a white 
Hispanic, but they're suggesting that inside the breast of every white is a willingness to kill a 
Trayvon Martin. It's ridiculous, it's sad, and it's destructive." 

Ms. Thernstrom currently serves as vice chairwoman of the U.S. Commission on Civil Rights 
and as an adjunct scholar at the American Enterprise Institute. Throughout her lengthy career 
as a public intellectual, she has distinguished herself as someone willing to speak truth to a civil 
rights establishment that regularly puts its own needs before those of the black underclass that it 
claims to represent.  

"Steve and I were on the periphery of the civil rights movement," she explains. "We were 
marching around in front of Woolworth's in Cambridge [Mass.] in the '60s. We did not go south 
because my daughter had just been born. But the commitment to racial equality has always 
been deeply embedded in how I define myself. 

"Also, I'm not good at being told what to think. And so when I got into the issue of race—and I 
didn't turn to it professionally until I was teaching Harvard freshmen in the '70s—I looked at the 
conventional wisdom and read these Supreme Court cases and I said, 'Wait a minute, this 
picture is wrong.'" 

Ms. Thernstrom took particular interest in the black franchise, which would become the subject 
of her first book, "Whose Votes Count?" published in 1987. "When I started writing about 
minority voting rights, it was the most neglected race-related issue," she says. "Nobody really 
cared much about it, except for the hard left, who cared mostly about racially gerrymandered 
districts. The Republicans didn't care because they were benefiting from them." 

The objective of the 1965 Voting Rights Act was to ensure black access to the ballot, especially 
in the South, where violent white resistance was not uncommon. In 1961, the year President 
Obama was born, most Southern blacks were still disenfranchised. But that was then, and the 
goal of the law has long since been realized. In 1964, fewer than 7% of eligible blacks in 
Mississippi were registered to vote. Two years later, it was 60%, the highest in the South. 
Today, Southern states have higher black voter-registration rates than states outside the region. 



"Sometimes good legislation works precisely as initially intended," writes Ms. Thernstrom in her 
2009 book, "Voting Rights and Wrongs." The problem, she contends, is that amendments have 
turned "the law into a constitutionally problematic, unprecedented attempt to impose what voting 
rights activists, along with their allies in Congress, the Justice Department and the judiciary, 
view as a racially fair distribution of political power." 

In 1966, the Supreme Court signed off on the constitutionality of Section 5 of the law, an 
"emergency" provision that says any changes in voting practices in certain (mainly Southern) 
jurisdictions must be cleared in advance by the Justice Department. This provision, which also 
has led to racially gerrymandered legislative districts that ensure the election of black and 
Hispanic candidates, has been repeatedly extended, most recently in 2006 for another quarter-
century. Never mind the absurdity of pretending that black voters still need "emergency" 
protections when a black man occupies the Oval Office and another runs the Justice 
Department.  

Yet there was Mr. Holder telling an Austin, Texas, audience in December that photo-ID 
requirements hurt minorities and are driven by racial animus, not by any legitimate concern for 
ballot integrity. "Are we willing to allow this era—our era—to be remembered as the age when 
our nation's proud tradition of expanding the franchise ended?" said Mr. Holder. "Call on our 
political parties to resist the temptation to suppress certain votes." 

What has Mr. Holder on edge is the possibility that the Supreme Court might soon have the 
opportunity to rule on the continued constitutionality of Section 5. The Obama Justice 
Department blocked a voter-ID law in South Carolina, and the state has filed a federal suit to 
overturn the decision. A separate challenge has been brought by Shelby County, Ala., which 
argues that it can be trusted to run elections fairly without strict federal oversight. Yesterday, a 
divided panel of judges on the D.C. Circuit Court of Appeals disagreed with the county and 
upheld Section 5. Both cases are high-court possibilities. But Ms. Thernstrom thinks that even if 
Section 5 can survive a new round of judicial scrutiny and the oversight continues, there are 
demographic reasons for liberals to be worried. 

"The civil rights community—they aren't idiots," she says. "They know the clock is ticking. If you 
don't have black ghettos—if 50% of the black population has moved to the suburbs, which is the 
accurate figure—you've got a problem creating a safe black seat."  

She notes that suburban America has been dramatically altered by the changes in immigration 
law in 1965. "You've got Asians. You've got Hispanics. And none of them are residentially 
clustered enough so that you can draw neat little lines around them and create reserved seats 
for members of minority groups. Residential integration is not in the interest of voting rights 
advocates." 



      

Besides, she says, racially tailored districts leave ambitious black politicians (and political 
discourse generally) worse off, insofar as they eliminate the need to build multiracial coalitions 
capable of winning broad support. It's not unusual for the entire Congressional Black Caucus in 
a given year to sport a more liberal voting record than the average white Democrat, which can 
limit the appeal of a black candidate to white voters. Republicans have tended to play along with 
racial gerrymandering because concentrating minority voters in a few districts can result in other 
districts with large concentrations of nonminorities, where GOP candidates believe they have a 
better chance of winning. 

"So you end up with these black districts in which only blacks run for office," says Ms. 
Thernstrom. "The turnout is fairly low, and those who tend to win are the most strident, the most 
left, the most race-conscious. They're those who play the race card best. Is it true in every one 
of these districts? No. There are some exceptions. But there aren't enough exceptions."  

What suppresses minority turnout, she says, is not voter-ID laws but racial gerrymandering. 
"Turnout is very low in these safe black and Hispanic districts. And why shouldn't it be? There's 
no real competition." 

Ms. Thernstrom says that the evolution of the Voting Rights Act fits a familiar pattern. "This is 
the usual civil rights legislation story. It starts out being about opportunity and ends up being 
about results. We see that in any corner of the civil rights picture that you want to zero in on."  

She adds: "I think there's a running assumption through all of the writing on the left about racial 
issues that, were it not for racism, you would have random distribution of racial and ethnic 
groups in education, employment, contracting, elections—whatever you're looking at. But the 
notion of random distribution of blacks, Latinos, Jews, Armenians or whomever is absurd. It's 
indifferent to the reality of society. That's just not how people distribute themselves." 



In February, the Supreme Court agreed to hear arguments in a case about whether the 
University of Texas could use race as a factor in admissions, and Ms. Thernstrom couldn't be 
more thrilled. "It's a myth that in the elite schools you would have almost no black or Hispanic 
students" but for racial preferences, she says.  

After the passage in 1996 of California's Proposition 209, which banned the use of race and 
ethnicity in public university admissions in that state, "the system as a whole did not lose blacks, 
and minority graduation rates went up. Nobody wants to talk about that. All that counts as far as 
these schools are concerned is what the freshman class looks like. They don't care what the 
senior class looks like." 

"America in Black and White," the masterful 1997 tome that Ms. Thernstrom co-wrote with her 
husband, is by and large a good-news story of racial progress in America. It bothers her deeply 
that so many black leaders have a vested interest in playing down the socioeconomic 
advancement that has occurred among blacks over the past half-century.  

"They have a whole list of ways in which America hasn't changed" for blacks, she says. "For 
their policies to make any sense, they have to pretend that progress isn't being made or that it's 
too little progress to matter." 

Most of the Voting Rights Act is permanent, which means that, notwithstanding Mr. Holder's 
scaremongering, elimination of outdated provisions like Section 5 will not threaten the black 
franchise or leave the U.S. on the cusp of a return to Jim Crow. Asked why the administration of 
the first black president is so keen on keeping racial issues on the front burner, Ms. Thernstrom 
replies that "they obviously think it's good politics. If they looked at the data, though, they would 
see that it's 'Guess Who's Coming to Dinner.' The picture is so heartening, even in the South. In 
fact, the South is in some ways the vanguard." 

Ms. Thernstrom believes that the administration's identity politics may be a miscalculation if Mr. 
Obama's race is no longer foremost on voters' minds. "My sense is that when Americans look at 
the president today, they look at a man who has not exactly solved our economic problems, who 
has gotten us deeply in debt, and who used up a tremendous amount of time and political 
capital on legislation—ObamaCare—that Americans don't want," she says. "But I don't think 
they look at him as a black man who has done these things." 

  
  
  
American.com 
Obama’s additions to presidential biographies undersell his historic 
achievements 
by Marc Thiessen 

President Obama is being criticized for inserting himself into the official biographies of his 
predecessors on the White House website. The RNC and the conservative blogosphere have 
had a field day with this, pointing to it as yet further evidence of Obama’s enormous ego. I 
disagree. If anything, Obama was being too modest—leaving out some of his administration’s 
truly historic accomplishments. 



Here are a few suggestions for additions to presidential bios that Obama might want to consider: 

In the bio on President Bush, he could say: 

•    Under President Bush, the national debt increased by $4 trillion over eight years. President 
Obama succeeded in increasing the national debt by the same amount in just three years—and 
in his first term racked up almost as much debt as all previous American presidents combined. 

In the bio on Calvin Coolidge, he could say: 

•    Calvin Coolidge earned the nickname “Silent Cal” for his reluctance to speak in public about 
his administration’s accomplishments. President Obama has used the pronoun “I” more than 
any other president in American history. 

In the bio on President Carter, he could add: 

•    Jimmy Carter became the first American president to put solar panels on the roof of the 
White House. Carrying on this legacy, President Obama became the first American president to 
lose $535 million taxpayer dollars on a failed investment in a solar panel manufacturer called 
Solyndra. 

In the bio of President Polk, he could say: 

•    President James K. Polk sent the American armed forces to Mexico as part of the Mexican-
American War. President Obama also sent American arms to Mexico as part of “Operation Fast 
and Furious.” 

In the bio of Richard Nixon he could say: 

•    President Nixon kept an “enemies list” of political opponents to punish. Today, President 
Obama is carrying on Nixon’s legacy by drafting an executive order to require government 
contractors to disclose their political contributions, publicly attacking individuals who back his 
political opponents, and declaring in a 2011 speech, “We’re gonna punish our enemies, and 
we’re gonna reward our friends.” 

Now that would be a more accurate telling of this administration’s history-making achievements 
in office. 

  
  
  
 
 
 
 
 
 
 



Boston Herald 
(Grand)mother of all lies stumps the Globe 
 
by Howie Carr 
  

      
 

The Globe has finally come clean. The cover-up has crumbled. The New England Historic 
Genealogical Society threw in the towel a few hours later. 

Now it’s Granny Warren’s turn. She needs to cop a plea to being a fake Indian, because it’s way 
beyond a reasonable doubt. 

Unless, of course, she wants to stick with her very believable story about her pappaw having 
“high cheekbones — like all the Indians do.” 

And then of course there’s that other incontrovertible piece of evidence linking her to the 
Cherokee Nation — the fact that her first cousin from Muskogee edited the famous Indian 
cookbook, “Pow Wow Chow.” 

Granny’s hagiographers had to be dragged kicking and screaming to the truth about their 
heroine, but finally the tangled web they weaved when first they practiced to deceive came apart 
like the Seventh Cavalry at the Little Big Horn. 

The problem, of course, is that as somebody once said, a lie goes around the world in the 
morning while the truth is still putting its pants on. 

For two weeks, all of the limousine liberals and assorted pablum pukers in the lamestream 
media had a hook to hang their Big Lie on — the yarn from the Genealogical Society saying 
Granny was 1/32nd Cherokee. 

Now the Society is saying, hey, hold on, we just went with what was in the family newsletter. 

After all, it dates back to the dim past ... all the way back to 2006. 



As late as Monday morning, Granny was still using the Society’s fable as her shield, brazenly 
telling CNN, “I’m proud of my Native American heritage.” 

Nobody on CNN is going to question a reputed “minority” who brags that she supplied the 
“intellectual foundations” of the Occupy movement. Not if they know what’s good for them. 

Now the Globe informs us, days after the truth emerged on Breitbart.com, that “the document, 
alluded to in a family newsletter found by the New England Historic Genealogical Society, was 
an application for a marriage license, not the license itself. 

“Neither the society nor the Globe has seen the primary document, whose existence has not 
been proven.” 

It’s going to be difficult to prove the existence of that primary document, considering that the 
Logan County, Okla., clerk told the Herald’s Hillary Chabot on Monday that there was no such 
marriage application in 1894. 

Chabot broke the original story 21⁄2 weeks ago and has stayed on it ever since. Meanwhile the 
Globe kept looking the other way. Nothing to see here folks, move along ... 

But what would you expect? Everyone knows, bow-tied bumkissers speak with forked tongue. 

  
  
NewsBusters 
Chris Matthews Bombs on 'Jeopardy!' After Repeatedly Mocking Palin for How 
She'd Do  
by Noel Sheppard 
  

On at least four occasions, MSNBC's Chris Matthews mocked Sarah Palin for how he felt she'd 
do if she were ever on the hit television game show Jeopardy!. 

In a delicious example of instant karma, the self-proclaimed brainiac got his chance to show 
America how smart he was in a special "Power Players" version of the show Monday, but came 
up quite short finishing dead last with the paltry sum of only $2,300 For those that missed it, 
Matthews was matched up against CNN's Lizzie O'Leary and former Obama White House press 
secretary Robert Gibbs. 

Quite comically, the MSNBC anchor's first gaffe came when he couldn't even correctly request 
an answer to a question. 

"Let's go back to, what is 'Crossword Clues E?' I mean, I'm sorry, let's go $200 for the category 
'Crossword Clues E.'" 

Matthews appeared to have his Joe Biden thinking cap on. 

Host Alex Trebek finally read the answer, "At ____, soldier! Four letters." 



"At ease, soldier," Matthews responded. "What is 'At ease, soldier?'" 

Although the correct response was "Ease," host Trebek graciously accepted Matthews' offering. 

A bit later, the answer to another question was, "Full name of the U2 pilot shot down over the 
Soviet Union in 1960." 

Matthews responded, "Who is Gary Powers?" 

Trebek prompted, "We need the full name." 

Again channeling Biden, Matthews actually just repeated the same thing saying, "Who is Gary 
Powers?" 

Trebek said, "No," and the audience burst out laughing. The full name of course was Francis 
Gary Powers. 

And that's when things really got ugly for the arrogant Matthews. 

With the category 
"Law and Order," the answer was, "A U.S.D.C is one of these, charged with the jurisdiction of a 
specific region." 

Matthews responded, "What is a U.S. attorney?" 

And this guy has the nerve to ridicule anyone. Where do you find "attorney" in the acronym 
"U.S.D.C.?" 

Obviously, the correct response was district court. 



Then, in the same category, another answer was, "In 1986, the Supreme Court ruled that the 
'hostile environment' type of this can be sex discrimination." 

Matthews responded, "What is a hostile workplace?" This brainiac thinks the same word can be 
in both the answer AND the question. 

Of course, the correct response was sexual harassment. 

And then the fun really began in the category "6-Letter World Capitals" with the answer, "St. 
Basil's Cathedral is there." 

Readers are once again reminded the category was "6-Letter World Capitals." 

Almost astonishingly, the pompous and holier-than-thou Matthews responded, "What is 
Istanbul?" 

The correct response - containing six letters and not eight! - was Moscow. 

As such, when Double Jeopardy! ended, Matthews had a whopping $4,600, almost $10,000 
behind O'Leary and over $8,000 less than Gibbs. 

As they all missed a very tough Final Jeopardy! question, the game concluded with Gibbs 
having $5,600, O'Leary $4,200, and Matthews pulling up the rear at only $2,300. 

This from a man who on October 2, 2008, shortly before that evening's Vice Presidential debate, 
said of Palin: 

"Is this [vice presidential debate] about her brain power?... Do you think cute will beat 
brains?...Do you think she’d do better on the questions on Jeopardy! or the interview they do 

during a half-time?...My suspicion is that she has the same lack of intellectual curiosity that the 
President of the United States has right now and that is scary!" 

Then on January 12, 2010: 

They find these empty vessels who know nothing about the world! Nothing about foreign policy! 
Who immediately begin to spout the neo-con line. I read her book — it’s full of that crap....It’s 
unbelievable how little this woman knows!...Don’t put her on Jeopardy!” 

And again on November 2, 2010: 

“Senator, do you think Sarah Palin is qualified to be President of the United States?...If she were 
on Jeopardy! right now and the topic was national government, American government generally 
defined, would she look like an imbecile, or would she look okay? Does she know anything?" 

And finally on January 19, 2011: 

“I’d like to see her on just a couple of episodes of Celebrity Jeopardy! or It’s Academic Mac 
McGarry to just see if she knows anything.” 



Well, Chris, America just saw you on Jeopardy!, and you came in last with only $2,300 missing 
what most viewers likely thought were pretty easy questions. 

What's that they say about people in glass houses? 

 

  



 

 



 
  

 
  
 


