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Powe’s book offers a much-needed coun- 
terweight to the frequently heard claim 
by many liberal intellectuals that we need 
a new First Amendment in which the gov- 
ernment has an affirmative duty to regu- 
late all communications media, including 
the traditionally untouchable print media, 
so as to guarantee “fairness” and “access 
for all viewpoints.” These intellectuals 
fear that the dissemination of ideas and 
information will become the exclusive pre- 

From its earliest 
years regulation 
Of broadcasting has 

Rather, their regulating will largely reflect 
their own self-interest. Those who think 
government regulation is a means to make 
markets act in ways more consistent with 
what they see as the common good are 
almost certain to be disappointed with the 
results. 

Powe’s history of broadcast regulation 
is entirely consistent with the public 
choice critique of regulation in general. 
It should invoke rethinking about the ad- 
visability of reinterpreting the First Amend- 
ment in a manner that would require the 
FCC to guarantee “fairness.” 

Powe’s book is also especially good in 
its analysis of the rationale for govern- 
mental regulation. Ask almost any legal 
theorist why we regulate broadcasters but 
not publishers, and the instant reply is 

been used to silence 
or intimidate. 

. 

rogative of the very wealthy, leading to 
a society in which the only ideas heard 
are those that support the status quo. 

There is, of course, nothing new in the 
assertion that society must be protected 
from the influence of the rich. Variations 
on that argument have been around for 
a long time. Nor is Powe’s book intended 
as a direct refutation of that position. In- 
stead, he calls into question the notion 
that we can count on such regulation to 
accomplish its intended goal. 

Powe shows that, from its earliest 
years on, federal regulation of broadcast- 
ing has repeatedly been used to silence 
or  intimidate people who would use the 
airwaves to criticize those in power: The 
Federal Communications Commission 

“scarcity.” Supposedly anyone can print 
a pamphlet or begin a newspaper, but be- 
cause of the finite limits of the electro- 
magnetic spectrum, not everyone can com- 
municate over the airwaves. Hence the 
need to regulate the latter. 

Powe does a marvelous job in dissect- 
ing this feeble line of reasoning. “It is true 
that if everyone broadcasts, no one can 
be heard,” he writes. “But it is also true 
that if everyone at a park speaks at the 
same time, no one can be heard and, 
equally, that if you write your message 
on a piece of paper and I write mine over 

it, no one can read your message.” But, 
he observes, “the real-world solutions are 
that most people listen rather than speak 
at the park and that our system of prop- 
erty rights prevents the person who does 
not own the paper from writing over the 
owner’s message. It is not technical scar- 
city that is at work but lack of a property 
mechanism to allocate the right to broad- 
cast.” 

Exactly. Our great mistake in this field 
was made very early, when legislators de- 
cided that the solution to the problem of 
stations interfering with one another’s 
broadcasts was federal licensing and regu- 
lation rather than allowing the courts to 
work out the problem by applying com- 
mon-law property concepts to radio and 
television broadcasting. Had we followed 
the latter course, we might have suffered 
with a somewhat untidy broadcast spec- 
trum for a longer period of time, but we 
would not have had to endure the long- 
term problems that have accompanied gov- 
ernment regulation. 

Powe’s research is solid, his logic 
sharp, and his writing engaging. I predict 
many future citations of his work in law 
review articles, essays on public choice 
theory, and (I hope) some court opinions. 

George Leef is a professor of laic and ecoiiomics 
ut Northwood Imtitute in M i d k i d ,  Michigan. 

The Soviet Economy: A Hopeless Cause? 
By Paul Craig Roberts 

Gorbachev’s Challenge: Economic Reform in the Age .of High khnology 
By Marshall Goldman, New York: Norton, 296 pages, $16.95 

he Soviet economy long ago ceased T being the wave of the future. Fun- 
damental reform has been the watchword 
ever since the early 1960s when Soviet 
economist Evsei Liberman tried to ration- 
alize the system by substituting profits 
for gross output indicators. Harvard Uni- 
versity Sovietologist Marshall Goldman in 
his book; Gorhacl~v’s  Challerige, makes 
it clear that every conceivable reorgani- 
zation of Soviet central planning has been 
tried-all to no avail. Gorbachev’s chal- 
lenge is: how do you reform a system 
that cannot be reformed? 

The answer is that you have to aban- 
don it. Goldman senses this himself, and 

the longest chapter in his book is about 
the Chinese economic reforms of Deng 
Xiaoping. Goldman writes that “it may 
well be that future historians will proclaim 
Deng the true revolutionary of the twen- 
tieth century.” Deng is clearly what used 
to be called a great man. He is the first 
to lead a totalitarian coercive economy 
back to private property, individual incen- 
tive, profits, and production for market. 
China has even reintroduced the capital 
market. Enterprises are allowed to sell 
stock to the public and use the proceeds 
to buy equipment. A bond market was 
opened in Shenyang in August 1986, and 
stock markets in Shanghai in September 
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1986 and in Beijing in January 1987. 
Goldman makes it clear that the ideo- 

logical and vested-interest opposition, 
which has frustrated previous reform ef- 
forts in the Soviet Union, is unlikely to 
allow Gorbachev to travel the Deng road. 
Moreover, he doubts that Gorbachev un- 
derstands that the failures of the Soviet 
economy do not reduce to human failings 
but are deeply systemic. 

hat is likely to happen? Here there W is only speculation. Gorbachev 
might reform himself out of power by 
pressing harder than others are willing to 
go. On the other hand, he might achieve, 

Mikhail Gorbachev: It’s doubtful 
he can travel the Deng road. 

and be satisfied with, marginal improve- 
ments that would make him a relative suc- 
cess. 

One thing is certain. The Soviets are 
concerned about falling behind in technol- 
ogy. The United States and its allies 
could, if the desire existed, make the So- 
viet Union’s massive military investment 
obsolete and vastly reduce Soviet power 
on the world stage. That the Soviet rul- 
e r s  worry about a possibility that the 
West cannot even contemplate is, per- 
haps, an indication of the different nature 
of their priorities and goals. 

Practically speaking, the Gorbachev re- 
forms might become part of the trappings 
for acquiring Western technology. Gor- 
bachev can use the fabulous publicity 
Ronald Reagan gave him to make it so- 
cially chic for Western bankers and in- 
dustrialists to compete in lavishing loans 
and joint ventures on the Soviet economy. 
They might never see their money again, 
but they can boast of their progres- 
siveness in saving Gorby from the Soviet 

hawks. The mindlessness of the West is 
one thing Lenin thought the communists 
could always count on. 

Academics such a s  Goldman have 
amassed much detailed information about 
the Soviet system, but they lack a para- 
digm for interpreting it. Consequently, 
they can never tell a grand tale. Their 
books contain interesting details and per- 
ceptive observations but are nevertheless 
boring. 

There is a grand tale to be told, but 
it has to creep out between the lines of 
every page. The grand tale is the utter 
superiority of private property. Revolu- 
tions that attempted to achieve socialist 
economic organization that would be su- 
perior productively and morally to private 
property have now demonstrated that no 
such outcome is possible. The Chinese 
have understood, if only intuitively, that 
the absence of private property is an enor- 
mous tax on production, a tax that their 
society with massive population and little 
capital literally cannot bear. It apparently 
never occurs to Goldman that his history 
of the reform efforts points time and again 
to attempts to achieve the results that 
flow from private property. 

It is possible that Goldman knows this 
but feels that he cannot say it and be suc- 
cessful. Western Sovietologists have not 
been without their own antipathy to the 
market. Moreover, the Soviet Union can 
influence their relative success by decid- 
ing who gets access to its archives. An 
unfriendly critic is unlikely to  receive So- 
viet help in sharpening his scholarly edge. 

I have argued that the Soviet story is 
one of the interaction of speculative ex- 
cess or utopian aspirations with refrac- 
tory reality. But scholars cannot see this 
as long as  they believe that Soviet cen- 
tral planning originated not in an effort 
to eliminate the market but in a decision 
to  squeeze agriculture in order to rapidly 
industrialize. Alexander Gerschenkron’s 
dogma “that hardly anything in the mo- 
mentous story of Soviet economic poli- 
cies needs, or suffers, explanations in 
terms of its derivation from Karl Marx’s 
economic theories” has blinded scholars 
to the meaning of their material. 

Paul Craig Roberts holds the William E. Simon 
Chair at the Center for Strategic and Interna- 
tional Studies in Washington, D.C. He is the 
author of Alienation and the Soviet Economy, 
Marx’s Theory of Exchange, and The Supply- 
Side Revolution. 

The October crash hurt most inves- 
tors. The next one may usher in the worst 
depression in our history. 

What will trigger the next convulsion? 
Maybe a panic flight from the dollar. Or 
the failure of a major bank. Or the fear 
growing, here and abroad, that govern- 
ment debt and deficits are going to grow 
and grow, out of control. 

Is your wealth insured against such a 
calamity? If not, don’t despair. Instead, 
consider a nest egg in safe, stable, pros- 
perous Switzerland. (It’s perfectly legal.) 

The Swiss franc is the world’s safest 
currency. That is why Switzerland is 
THE world’s financial haven. For clients 
outside Switzerland, the investment pre- 
ferred for safety and steady growth is the 
Swiss franc accumulation annuity. 

Designed for small and medium-sized 
investments, it works like this. You con- 
tract with a Swiss insurance company to 
convert your dollar investment into 
francs. Your money accumulates interest 
tax-free until your contract matures and 
is converted back to dollars. Thus you 
profit TWO ways: 

You accumulate tax-free interest - at 
the highest rates paid in Switzerland. 

Your money - safe in rack-solid Swiss 
francs - is all but certain to gain against 
the dollar in the years to come. 

Example: $lO,OOO invested in 1973 
would be worth $58,623 today. Average 
annual gain: 32%. 

Example: $lO,OOO invested in 1983 
would be worth $18,647 today. Average 
annual gain: 17%. 

Your accumulation annuity is liquid. 
bf you ever need your money before your 
contract expires, it is yours for the 
asking. 

Your annuity is completely confidential 
and is not reportable on your tax return. 

We are Switzerland’s largest broker 
for these accumulation annuities. For full 
details and a free, personalized proposal, 
please call us Toll Free. 

No salesman will bother you. All our 
business is done by mail, in complete 
privacy. 

And consider two more benefits: 

SWISS INVESTMENT COUNSELLORS 
1-800-874-4143, EX. l l G  

Florida: 1-800-282-5705, EX. D-104 
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B Y  J A M E S  B O V A R D  

he latest problem with T the Social Security sys- 
tem-a surplus of nearly $40 
billion-could be far more dan- 
gerous than previous Social Se- 
curity cliffhangers. In the past, 
the system repeatedly tottered 
on the edge of bankruptcy; in 
the future, a massive surplus 
in the  Social Security t rus t  
fund could give politicians the 
ammunition to take over the 
American economy. 

This is the fourth major So- 
cial Security crisis in 16 years. 
In 1972, 1977, and 1983, Con- 
gress rushed through bailout 
packages to rescue a Social Se- 
curity system that was in im- 
minent danger of defaulting on 
benefit payments. Congress de- 
cided in 1983 to massively in- 
crease the ‘Social Security 
system’s reserves over the next half cen- 
tury to “finance” baby boomers’ retire- 
ment. The Social Security Commission 
thus raised Social Security taxes sharply, 
wiping out the 1981 income-tax cuts for 
most wage-earning Americans. 

The paranoid Social Security experts 
on the commission and in Congress 
wanted a surplus, but they failed to pre- 
dict that the one they were creating 
would balloon to  $12 trillion by the ye‘ar 
2035. Says Sen. Bob Packwood (R-Oreg.) 
now, “The information was available, but 
I don’t think anyone paid much attention 
to it.” Sen. Pete Domenici (R-N.M.) ob- 
serves, “I don’t think we focused on it 
because it was rather incredible.” 

Social Security is based on the idea that 
government can “save” money- thus build- 
ing up a nest egg for each citizen’s retire- 
ment. But the government doesn’t bury 
young workers’ money in the back yard 
and then dig it up when the workers reach 
retirement age. If Social Security payroll 
taxes exceed benefit obligations, politi- 
cians “invest” the surplus in Treasury 
bills. 

As a result of the Social Security tax 
hike of 1983, the system’s revenue now 
far exceeds benefit obligations-and the 

surplus will mushroom to $93 billion by 
1993 and $500 billion by 2020. This sur- 
plus could mean that no big-spending poli- 
tician need go frustrated anytime between 
now and 2040. 

Giving politicians a half-trillion-dollar sur- 
plus to play with is like giving a six-year- 
old an Uzi. Washington analyst Tom 
Miller puts it succinctly: “As the Team- 
sters used to say, ‘But the pension fund 
was just sitting there.’ ” Social Security 
in the future could be a double-whammy 
for the American economy: first, Con- 
gress will drain the economy’s lifeblood 
by pulling out billions of dollars a year 
in payroll taxes; then, Congress will turn 
around and use that hoard t o  throw 
wrenches into the economy. 

After the Social Security surplus piles 
so high that politicians have exhausted 
their capacity to waste money in the pub- 
lic sector, there will likely be a big push 
for government to invest in the private 
sector. On the surface, this would be pref- 
erable to allowing politicians to spend all 
the money on the day it arrives in the 
Treasury. But with trillions of dollars of 
surplus piling up, government could soon 
be able to dominate the economy. 

Pension fund socialism is a likely re- 

sult. Money would be available 
for a thousand Chrysler bail- 
outs, for massive subsidies to 
unproductive farms, and for 
“saving” every inept corpora- 
tion between Miami and Se- 
attle. Government could buy a 
share of private companies- 
and then, a few years later, poli- 
ticians could easily take over 
daily management of compa- 
nies, dictating social goals, la- 
bor policies, and investment 
strategies. The Zairean model 
of development would finally ar- 
rive in America. 

On the bright side, the sur- 
plus provides a golden oppor- 
tunity for citizens to escape 
from the  floundering Social 
Security system. If the feds 
can’t bring themselves to pri- 
vatize Social Security, thereby 

restoring Americans’ free choice about in- 
vesting for their own retirement, at least 
they could reduce payroll taxes to only 
what Social Security needs to  pay current 
benefits-and then require citizens to de- 
posit the remainder of what they previ- 
ously paid in taxes in a private savings 
account. 

The new private accounts would be citi- 
zens’ own property, though they’d be de- 
nied access to their stash until age 62. 
This would greatly reduce Social Secu- 
rity’s drain on capital accumulation and 
would stimulate the savings rate. Making 
the savings accounts mandatory, though 
reprehensible to libertarians, would sat- 
isfy frightened voters’ belief that they 
need to be saved from themselves. 

Social Security will never be more 
trustworthy than the average member of 
Congress. Social Security makes life in 
America less secure by forcing people to 
rely on politicians who have no idea in 
hell what they are doing. The growing So- 
cial Security trust-fund surplus could 
either bankrupt the nation or provide an 
escape from political bondage. 

James Bovard is an adjunct analyst for the Com- 
petitive Enterprise Institute in Washington, D .  C .  
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