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Part of this seems due to a distinctly
*“New York Centric’’ viewpoint. For exam-
ple, when he states that the Hispanics mak-
ing up the underclass are ‘‘primarily’’ Pu-
erto Ricans, he displays a rather shallow
knowledge of conditions in the other 49
states, especially California. And when
Magnet says that ‘‘no one seems to have
much good to say about the standard-issue
eighties and nineties middle class youth,”’
one gets the impression that he doesn’t get
out of New York much.

Finally, Magnet tends to ignore or down-
grade important evidence that supports
competing (i.e., economic) theories of un-
derclass formation. Two of the three exam-
ples he puts forward as showing the primacy
of culture in ‘“The Hole in the Theory’’ (of
Eugene Lang’s offer of college scholarships
to all students in an inner-city class who
graduated from high school and of Kimi
Gray’s transformation of the Kenilworth
public housing project) could easily be ar-
gued just as successfully from an ‘‘economic
primacy’’ standpoint. Despite an otherwise
excellent analysis of homelessness, he ig-
nores William Tucker’s landmark studies of
the strong link between homelessness and
rent control policies—a lapse that is espe-
cially puzzling since Tucker’s work was
partially underwritten by the Manhattan
Institute.

As far as offering solutions to the under-
class problem, Magnet’s general ideas for
restoring personal responsibility and indi-
vidual rights are good, but what few specif-
ics he offers are woefully misguided. His
suggestion for creating government-run
‘‘group shelters’” in the place of current
welfare programs ignores the law of unin-
tended consequences and the mischief that
government is able to work with just about
any social program. Likewise, his argument
for ‘‘Head Start’’-type programs for pre-
schoolers in the same paragraph ignores the
mounting evidence that these have little or
no long-term effect.

Still, despite all the foregoing, The Dream
and the Nightmare is a much better book
than this list of flaws would lead you to
believe. Though Magnet’s reach has defi-

nitely exceeded his grasp, his book’s virtues
are great, its sins, more of omission than
intent, relatively small. While his diagnoses
of the causes and cures of underclass pa-
thology are unconvincing, his description of
the disease itself is valuable for its depth and
accuracy. Though it doesn’t replace Losing
Ground, it does provide an extra dimension
to the welfare debate, and functions as a
handy source book for how that debate has
developed over the last decade. O

Mr. Person is former editor of Citizens Agenda.
His work has appeared in National Review,
Reason, and other magazines.

Telecompetition: The Free Market
Road to the Information Highway
by Lawrence Gasman

Cato Institute, Washington, D.C. e 1994 ¢ 177
pages ¢ $12.95 paperback

Reviewed by Raymond J. Keating

echnological change has pushed the
telecommunications-information indus-
try into a dramatic and exciting phase of
development. Information has always been
a most valuable commodity, and now the
means of storing, moving, and manipulating
it are advancing rapidly while costs plummet.
In turn, such developments are altering
the world economy. The globe is shrinking
as international competition intensifies.
Rather than ensuring the ascendance of
large multinational corporations or en-
hancement of government controls, as many
have feared, the revolution in telecommu-
nications and computers has empowered
individuals and increased the mobility of
capital. Both economic competition and the
ability of labor and capital to avoid, for
example, severe taxation and regulation are
enhanced.
Ironically, however, just as technological
developments are strengthening the power
and productivity of the individual, the ques-
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tion dominating current public policy debate
is the extent of state’s role in the telecom-
munications market. Should we be centrally
planning a government-led telecommunica-
tions industrial policy, or turning to a com-
petition-based, market-driven telecommu-
nications industry? Persuasively weighing
in on the side of deregulation and freer
markets is Lawrence Gasman with his book
Telecompetition.

Gasman makes a compelling case for how
the convergence of industries and enhanced
competition not only support, but necessi-
tate the deregulation of telecommunica-
tions. Of course, deregulation also is called
for due to the plodding nature of govern-
ment, which remains a severe roadblock to
expanding the reach of new technologies. In
fact, Gasman declares: ‘‘The general igno-
rance of technological developments dis-
played by those who regulate the telecom-
munications industry is appalling. It also
indicates why one cannot expect too much
from the government when it comes to a
successful industrial policy for the telecom-
munications industry.”’ Another reason for
low expectations is governmental ignorance
of how markets work.

Telecommunications advancements are
blurring the lines drawn by regulators who
try to neatly separate industries. The author
notes the fluid nature of information format
and storage: ‘“Once it is digitized, voice,
video, text, and data are all much the
same. . . . [N]ew forms of multimedia com-
munications are emerging in which text,
voice, and image communications are com-
bined in a single interactive, user-friendly
format.”” Gasman continues: ‘It is this flu-
idity of information formats that constitutes
convergence. Convergence has resulted
from both the recognition that all informa-
tion can be converted into the same binary
digital form and the development of micro-
electronics that makes such a conversion
possible while providing the means for con-
veniently and economically manipulating
digital information. Convergence is not only
central to the Information Age, it affects
every level of information technology—
hardware, software, and services.”’

Gasman masterfully illustrates how con-
vergence seriously undermines the govern-
ment’s rationale for extensive telecom-
munications regulation. For example, he
argues that in light of alternative-access
carriers and local wireless communications,
it is becoming increasingly difficult to legit-
imately refer to a *‘local telephone monop-
oly.”” In this era, in fact, the source of any
true monopoly power emanates from the
government. Gasman observes the detri-
mental effects of an exclusive government
franchise: ‘‘The existence of communica-
tions monopolies slows the introduction of
new and innovative services by the indus-
try. The cable-telco dispute is just one
example of how government-created mo-
nopolies and misguided antitrust action can
delay new services.”

The author predicts that absent govern-
ment interference, for example, ‘‘an eclectic
industry structure for local video distribu-
tion might well grow up, designed to fit the
needs of local markets. In some areas,
telephone companies would supply both the
video programming and the channels
through which that programming is carried.
In others, cable companies would supply
programming through the telephone-com-
pany networks. . . . In afew areas we might
see cable companies upgrade their own
networks with switching gear to enable them
to offer the kinds of advanced voice and
video services that seem today to be the sole
province of telephone companies.”

Gasman argues for allowing local tele-
phone companies to enter any local, re-
gional, national, or international business
they choose—‘‘inside or outside the tele-
communications field.”” Likewise, ‘‘any
company financially and technically capable
of offering local telephone service should be
free to do so.”

Gasman also makes a compelling case for
a pure property-rights system regarding the
broadcast spectrum, rather than the current
government allocation and temporary li-
censing system. In lieu of suffering through
government delays and politicization, ‘if
spectrum allocation were left to market
forces, the providers of new services would
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bid directly for the spectrum owned by
existing users.”” Gasman draws a straight-
forward analogy: ‘‘Just as landowners are
given title to a particular piece of real estate,
spectrum owners would receive a title, al-
lowing them to transmit at certain frequen-
cies with specified powers from given loca-
tions. And just as landowners can buy and
sell properties, spectrum owners would be
allowed to buy and sell their transmission
rights. The result would no doubt be speed-
ier deployment of new services responding
to consumer rather than government inter-
ests.”” Again, the plodding hand of govern-
ment must be replaced by the dynamics of
the marketplace.

Proponents of a government information
infrastructure also are refuted in Telecom-
petition. Instead of taking the telecommu-
nications infrastructure on another trip
down the misdirected path of industrial
policy, Gasman sagaciously concludes:
“‘Eventually private initiative will undoubt-
edly produce a network offering all the
broadcast services infrastructuralists are so
eager to produce with taxpayers’ dollars.
The difference is that private companies will
be certain to produce services businesses
and consumers want to buy.”’

As the author notes, much of telecommu-

nications regulation springs from the econ-
omist’s use of the perfect competition
model. A perfectly competitive market
where all companies are price takers and
offer homogeneous products is an economic
fairy tale. Unfortunately, it also can be
turned into economic nightmare when
wielded by government officials who seek to
regulate when a market fails the perfect
competition test. To the contrary, a dy-
namic, entrepreneurial economy will be
flush with temporary monopolies—a result
of creation, innovation, and competition.
This should nowhere be more evident than
in the telecommunications industry. If gov-
ernment establishes and protects property
rights, and then largely gets out of the way,
as Lawrence Gasman suggests, consumers
and the economy will reap great rewards.
Telecompetition is a highly readable primer
on the often complex subject of telecommu-
nications public policy. One can only hope
that such market-oriented writers as Gasman,
along with George Gilder and Peter Huber,
prevail in the government-vs.-the-market
struggle in telecommunications. O

Mr. Keating is Director of New York Citizens for
a Sound Economy.



p—

e ————————

— —

BEYOND
POLITICS

I Markets, Welfare and
the Failure of Bureaucracy
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“An outstanding Ijob, Beyond Politics explains the continuum of
public policy battles and why bureaucratic institutions are unable to
deliver on their promises.”
—JAMES C. MILLER, It

Former Director, Office of Management and Budget

“Public dissatisfaction with government now seems inescapable as
publics are looking for a new conception of government. The excel-
lent book, Beyond Politics, clearly and persuasively fills this bill.”
— ROBERT L. BARTLEY

Editor, The Wall Street Journal
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“The best primer on political reality, Beyond Politics
will revolutionize your thinking!

’II

— PETE DU PONT

Orthodox public policy has held that
“market failures” are rampant in society,
necessitating government intervention to
serve and protect the public good. In Be-
yond Politics however, the authors trace
the anatomy of “government failures” and
a pathology of contemporary political insti-
tutions as government has become the ve-
hicle for private gain at public expense.

The book enlightens the true relation- ||
ship of government and markets 131 em-
phasizing their actual rather than their ideal
workings and by re-uniting the insights of
economics with political science.

In so doing, &s bold and vigorous book
examines a host of public issues, including
social welfare, education, consumer protec-
tion, and the environment. Offering a uni-
fied and powerful perspective on market
processes, property rights, politics, contracts
and government bureaucracy, Beyond Poli-
tics is a lucid and comprehensive book on
how we can restore the institutions for a
free and humane society.

“Beyond Politics superbly assembles the required understanding of
both economics and politics, fo get straight to the important elements.”
—JAMES M. BUCHANAN

Nobel Laureate in Economic Science

“Beyond Politics is an accessible and compelling account of the major
issue of our time — the intersection of politics and the market. With great
care, the authors demolish the arguments to justify a vast government
bureaucracy.”
— RICHARD A. EPSTEIN

Distinguished Professor of Law, University of Chicago
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Westview Press: Boulder « San Francisco « Oxford
Shipping/handling: Add $3.00/book (CA residents add sales tax)
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Light a fire for freedom!

Launch a Freeman Society
Discussion Club!

oin the growing ranks of Freeman readers who have become part of
FEE’s network of Freeman Society Discussion Clubs.

Leonard E. Read once observed that rancid intellectual soil nurtures
an unending variety of socialist fallacies and that “finding the right is
the key to salvation.” FEE is making the right both known and preva-
lent by launching discussion clubs nationwide, and by providing free lit-
erature and speakers to improve understanding of the moral and intel-
lectual foundation of a free society.

For more information about starting a discussion club, or joining a
Freeman Club that may already be meeting in your area, write Felix R.
Livingston, Director of Freeman Services, 2814 Hilsdale Harbor Way,
Jacksonville, FL 32216, or call /fax (904) 448-0105.

An Exciting Opportunity
for Devoted Friends of FEE

he Foundation invitesrapplications for the positions of full-time
and part-time

Telemarketers

to be based anywhere in the United States. The positions require sell-
ing of FEE products consisting of the monthly journal, The Freeman, as
well as its 410 conservative and libertarian books listed in the FEE cat-
alogue.

Compensation the best in the industry. Call to apply and fax resume
with references to Hans F. Sennholz. Tel.: (914) 591-7230;
Fax: (914) 591-8910.




‘““Don’t be so tense, dear.
Government’s here to help you!”’

Satire lives! And this
delightfully illustrated book
shows it can be challenging at
many levels. Enjoy the zany
situations the plucky princess
gets into, track down the
parodies of the modern
political scene, or start a
government class with the
philosophical issues it raises.

In Princess Navina Visits
Mandaat our heroine en-
counters a government that
has attempted to address
every possible problem with a mind-numbing array of regula-
tions. Any resemblance to any government living or dead is
purely intentional!

In Princess Navina Visits Malvolia, the first book in the
series, the princess finds leaders whose ideology stands John
Stuart Mill on his head. They have evil intentions, seeking to
ensure ‘‘the greatest misery for the greatest number.”” So
they have adopted policies to undermine economic incen-
tives, weaken character, and increase social tension. In the
modern welfare state, by contrast, politicans have good in-
tentions and have therefore adopted policies to.... Oops!

“Clever book.”” R. Emmett Tyrrell, Jr., Editor, The
American Spectator.

Why did political scientist ; _
James L. Payne, creator | Return this coupon with payment to:

of Princess Navina’s | Lytton Publishing Company
adventures, turn to | Box 1212

satire? ‘‘After studying | Sandpoint, Idaho 83864

politicians for so long,”’
he says, ‘‘I too have

—_ copies of Princess Navina Visits Mandaat
mastered the art of mak- copies of Princess Navina Visits Malvolia
ing the illogical seem ($7.95 ea. Price includes shipping & handling)

plausible. Why should | Name
this talent go to waste | Address
just because I haven’t | cijty
won an election?”’ \
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“It is capitalism that has made possible the
enormous advances not only in providing the
necessities and amenities of life, but in science,
technology, and khowledge of all kinds, upon
which civilization rests. All those who understand
this have the duty to explain and defend the
system. And to do so, if necessary, over
and over again. . . . The opportunity is

as great as the challenge.”’

—HENRY HAzZLITT (1894-1993)
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