









































ing effects on any reader with sympathy for
France. As he stages the depressing melodra-
ma of that cheerless stretch, his film noir
gets relentlessly darker, his score-sheet of
repeated failures of policy and nerve ever
more roiled, the festering rancors and squab-
bles more fetid. In spite of a masterful pro-
logue, successful synthesis, elegant conci-
sion and lucid presentation (or perhaps
thanks to them), the reader can’t help shar-
ing in the nation’s shame. A tribute to the
historian’s talent.
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Here’s a fascinating denunciation and a
deeply disturbing one. Sanjuan’s subtitle
says it all. Rising in the middle of
Manhattan, the U.N. is a law unto itself, an
extraterritorial enclave, rife with fatuous
ineptitude, nepotism and corruption, that
thrives in a bureaucratic morass of anti-
Semitism and foul mistrust of the host coun-
try whose taxpayers subsidize much of its
waste and inefficiency.

Sanjuan, who has held positions in U.S.
government departments, in international
organizations and in the White House, was
appointed to the U.N. Secretariat by then-
Vice President George H.-W. Bush. Looking
back bilefully, he depicts that august organi-
zation as a fiscally-irresponsible hive of mis-
management, redundancy and dereliction of
duty, a center of conspiracy and international
intrigue, a haven for gangsterism and fraud.
Most recently in the fiddle of billions from
the U.N.-managed Iragi Oil-for-Food pro-
gram contrived by Kofi Annan’s son, Kojo,
and Kojo’s associate, Leo Mugabe, offspring
of the delicious dictator of Swaziland.

You have to read the book to decide how
much of it you will believe. Since it is trucu-
lent, fast-paced, compelling, and full of col-
orful anecdotes, that will be fun. But even
accepting only half of Sanjuan’s testimony
will leave you wondering how the bizarre
institution beached on the East River’s banks
still endures.

Methodism: Empire of the

§ Spirit. David Hempton. Yale
University Press, 2005.

: $30.00

Methodism

John Wesley died in 1791.
A hundred years later,
Methodists counted some
25 million souls worldwide. By the eve of
the first World War, David Hempton tells us
in this readable book, some 35 million wor-
shipers spread over six continents. A dynam-
ic missionary movement had brought into
existence “a new and formidable empire of
the spirit.” To this, Hempton suggests that
we add the explosive growth of 20th-century
Pentecostalism, arguably a continuation of
Wesley's holiness tradition, and of his mes-
sage of fellowship, confession and ecstatic
rituals. In that light, one might expect
Methodism and its offshoots to surpass the
billion mark before 2050.

Secular societies and rationalist historians
have not paid much heed to religious enthu-
siasts whose ecstasies, agonies, visions, rap-
tures, ravings and paroxysms more than
matched their discipline, sobriety and educa-
tional fecundity. We admire, sing or at least
hum Charles Wesley’s hymns but forget the
brothers’ populism and their marriage of
enthusiasm and enlightenment. This is remi-
niscent, as Hempton demonstrates, of simi-
larly impelling meldings in a French
Revolution that also gave voice to ordinary
people, also depended a great deal on
women, also sought to abolish slavery, also
“vigorously organized dislocated people into
noisy cells of perfectionist excitement,” and
also transformed the political and religious
landscape that it touched.

Clear, concise, original and formidably
learned, here is the compelling tale of a
much-loved and much-decried creed that
deserves the serious attention Hempton has
lavished upon it in his writings. W

David Hempton

By Anna J. Schwartz

The Road to Prosperity:
The 21st-Century
Approach to Economic
Development. Edited by
Marc A. Miles. Heritage
Books, 2004; paper $19.95

fHE ROAD TO

PROSPERITY

Marc A, Miles In 10 chapters, three staff
members of the Heritage Foundation and
one of the Cato Institute, two well-known
public pundits and four distinguished eco-
nomics professors, one each at Harvard and
Carnegie Mellon and two at UCLA, provide

perspectives on a path to achieve economic

development that rejects dependence on for-
eign aid. The central idea in all the chapters
is that policies that promote economic free-
dom — that is, a market economy — enable
countries by their own efforts to emerge
from poverty and to prosper.

The measure of economic freedom that
underlies the approach of this work is the
subject of one chapter. It is an annual Index
of Economic Freedom, jointly sponsored by
the Heritage Foundation and the Dow Jones
Company, that surveys more than 160 coun-
tries. The index, based on about 50 variables,
is summarized in ten categories — trade pol-
icy, fiscal burden, government intervention,
monetary policy, capital flows and foreign
investment, banking and finance, wages and
prices, property rights, regulation, informal
market — and the relation of each to eco-
nomic freedom is highlighted. The summa-
tion of the score for each category deter-
mines a country’s rank with respect to eco-
nomic freedom as free, mostly free, mostly
unfree or repressed. The index shows that, in
the countries surveyed, the more economic
freedom there is, the higher per capita
income is; as economic freedom improves,
so does economic growth.

One telling example — and there are oth-
ers — is Ghana. It has been a recipient of
foreign aid for years, but Ghana is poorer
today than it was in the 1960s, when aid
money began arriving. Its economic freedom
score is mostly unfree.

A chapter by Arthur Laffer contends that
the distinction between developed and devel-
oping countries is meaningless. Countries
should never stop developing. The same
economic principles apply to all countries.
Laffer’s main subject is the relation of taxa-
tion to economic development. His model
traces the impact on opportunities and incen-
tives of both investors and workers in
response to government expenditures that
provide benefits and in response to taxes
taken from them. The best tax is one that
checks in a minimal way the growth of the
economy’s aggregate income.

Among the emperical findings that Robert
Barro reports are factors contributing to eco-
nomic growth and factors harmful to eco-
nomic growth. The former include the rule
of law, investment and economic openness;
the latter include high levels of government
expenditure and inflation.

All in all, the contents of this book chal-
lenge the advocates of expanded foreign aid
as the solution to poverty of individuals and
countries wherever it exists.

www.pbk.org

Fall 2005

15


http://www.pbk.org

Competition and Chaos:
U.S. Telecommunications
since the 1996 Telecom
Act. Robert W. Crandall.
Brookings Institution. 2005;
B paper $32.95

This study of the chaos in
the U.S. telecommunications industry attrib-
utes this condition to the failures of heavily
regulated competition in the past nine years.
The chaos, it emphasizes, is definitely not
the result of deregulation. Since 1996, local
retail telephone rates, intrastate long distance
rates and high-speed business rates have
been highly regulated in most states. The so-
called deregulation provision in the 1996
Telecom Act was accompanied by new regu-
lation of wholesale services by incumbent
local carriers to their new competitors.

Telecom liberalization is a sharp contrast
to what happened in the 1970s and 1980s,
when the airline, air cargo, trucking and rail-
road industries were opened to competition
with no additional regulation. The commis-
sions regulating those industries were soon
abolished as was most rate regulation. New
statutes were not enacted to require carriers
in these industries to sell their services or
lease their facilities to rivals at regulated
rates.

Congress, however, regarded the distribu-
tion network in telecommunications as a nat-
ural monopoly. so the 1996 act directed reg-
ulators to determine which incumbent-carrier
facilities were to be available to new entrants
as well as the cost basis for wholesale rates
for those facilities. These provisions have
involved regulators and the courts in suits
since their enactment.

Crandall reviews the regulatory environ-
ment before 1996. Then, the Federal
Communications Commission (FCC) shared

regulatory responsibilities with state utility
commissions, which supervised local con-
nections that were confined within a state.
Interstate services were the domain of the
FCC, which also extended to terminal equip-
ment that connected businesses and house-
holds to the network. States did not permit
competition for intrastate services.

The aim of past regulation might have
been to control monopoly pricing, instead it
was used to redistribute income from busi-
nesses to households and from urban to rural
areas in the name of universal service. The
regulated rate structure that supports these
subsidies in fact does little for the universali-
ty of telephone subscription. Crandall
believes that Congress should allocate funds
from general revenues to pay for these poli-
cies, not from taxes on telecom services.

The steps by which the new era in tele-
com competition was inaugurated began in
the 1970s when the FCC allowed some com-
petition in interstate long distance service. In
1984, the breakup of AT&T was intended to
promote competition in long-distance and
equipment markets. The 1996
Telecommunications Act opened all telecom
markets to competition for the first time.
Rather than protecting monopolies, regula-
tors were to serve the cause of competition
by managing it.

The 1996 act encouraged small new
entrants into the telecom industry just as the
stock market boom was under way. Investors
poured billions of dollars into these ventures
that contributed little in new services. Most
of them folded along with the stock market
bust. Small new entrants were the con-
stituency the act was designed for. No one
anticipated the big developments in telecom-
munications that emerged after 1996 —
high-speed connections to the internet,
national wireless carriers, cellular wireless

systems and broadband cable television.
Three communications rivals — wireless
carriers, traditional Bell telephone compa-
nies and cable television companies — are
in a competitive struggle. Some forms of
communication may not survive. Capital
invested in them will lose value.

Crandall’s conclusion is that regulation is
ineffective in a market with rapidly changing
technology and competitive struggles among
a changing group of big players. He favors
deregulation of telecommunications and full
leeway for market forces to determine the
best use of investment. W

How Books Are Chosen
for Review

Our reviewers determine
independently which books
they will write about and do
not limit their selection to
authors who are also mem-
bers of the Society. However,
®BK authors are welcome to
ask their publishers to send
review copies of their books
to the editor of The Key
Reporter; they will be for-
warded to the most appropri-
ate reviewer for considera-
tion.

THE KEY REPORTER

THE PHI BETA KAPPA SOCIETY
1606 New Hampshire Ave. NW
Washington DC 20009

Tel: (202) 265-3808

Fax: (202) 986-1601

Periodicals Postage
PAID
at Washington DC

and at additional mailing addresses

16 The Key Reporter



