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AT A TIME when even . politicians
admit that society is in crisis this book
examines the growth of welfare capi-
talism and explains why it is now
crippled. The authors suggest a new
policy that would guarantee property
rightsbased on a philosophy thatwould
bring prosperity for all.

Dr. Michael Hudson, one-time
adviser to US, Canadian and Mexican
government agencies, takes a 4000-
year perspective toshow how the social
impactof debt and privatization of the

_land broughtabout poverty as families
were deprived of the ability to earn
their bread. He puts it like this: “The
fiscal knot has been tightened around
the necks of citizens in the kind of
spiral that systems analysts call positive
feedback. War gives rise to debt, thus
to an inability of the private sector to
support the public sector. Increased
taxation or public debtresultsin more
borrowing to pay the intereston pubiic
debts while the creation of a warlord
aristocracy results in the privatization
of the commons, leading to
landlessness and the loss of the means
of selfsupport for a growing propor-
tion of the population™

Hudson warns of the debti over-
head and the natural resource mo-
nopoly which threaten our economic
system, as they did Babylonian public
enterprise 2000 years before the col-
lapse of the Roman Empire. But he
provides an answer: whatlinks ancient
civilizations with our own are the
phenomena of land monopolization,
debtand tax avoidance by landholders
which undermine social solvency for
private profit. So deep is our present
economic quandary that the modern
world needs more than a fresh start:
itneedsa philosophy for a fair society.

Dr. Hudson calis for a reconstruc-

tion of political economy, poiniing
out that neo-classical econoraists a

" the turn of the 20th cenbury Blurred

the distinctions betwesn land and
capital, and between the private and
public sectors. This fatally compro-
mised the analysis of economic prob-
lems. Today’s economists no longer
acknowledge land-rent’s role as a
natural source of taxation.

DR. GEORGE Miller, drawing on his
research at the Wolfson Institute of
Preventive Medicine, at London’s St.
Bartholomew’s Hospital, shows that
not only have the lower social classes
grown relatively poorer in Britain but
their health has suffered to a greater
extent than those in higher income
brackets. '

Tracing the history of the welfare
state from its beginnings in the time
of Gladstone to the presentday, Miller
shows how the gap between the health
of the rich and the poor has been
getting successively wider. A complex
system of taxation of wagesand profits
cahnot support an expanding social
programme aimed at redistributing
wealth to improve the lot of those that

capitalism has left deprived. Partly in

cash benefits, partly in health care,
education or housing, there are still
wide inequalities between the affluent
and the poor; a similar situation exists
in the UUSA and other countries, How
can it be, asks Dr. Miller, that massive
increases in public expenditures have
failed completely to close the gap
between rich and poor?

The data provided is consistent,
believable and shocking. The reader
is taken back through modern history
to the evolution of health care in
Britain, the popular Malthus theory
that changed the Poor Law and swept
the destitute into workhouses, the

. pressure from figures such as Charles

Kingsley and Michael Faraday that led
to reforms in slum clearance, the
treatment of infectious diseases and
sanitation.

But it was not untl about 1880
that ideas began to emerge, largely by
advocates of the philosophy of Henry
George, that rent should be collected
for central revenue. At that time a tax
on the annual site value of all land
could have covered the whole of state
expenditure, leaving a surplus as a
fund forsocial improvement. All taxes
might therefore have been replaced

by 2 “single tax”

Vnlnckily, Briain did notgodown
that paih, and the outhreak of war in
1914 disrupted progress towards any
tax on land. Instead, as Miler describes
so well, governments thereafter voted
in ever-larger increases in income t2x,
and welfare capitatism was born. Brit-
ain’s complex system of taxation on
wages and mterest 15 sill failing to
redistribwite wealth feom the richer to
the poorer seciors of society,

But this book takes the debate a
stage further; i taxes on wages and
interest have failed for a cennry, the
second oplion remains e, We
should lockagain at proposals of those
who seek to reap the site valae of land
o ensiire equity in the disuibation of
the nation s wealth for the public good.

FINALLY, Dr. Kris Feder,-who teaches
public financeata US coliege, clavifies
just how the Single Tax could lead to
a fair distribwtion of wealth and could
also simply cur tax system. She writes:
“The greater the revenue raised from
a tax on land rent, the smaller the
revernies vequired from ipefficient
taxes on production and exchunge”.
This would lead io the virtnous crde.

Usingliberal quotations from the
works of Henry George and other
economisis in sympathy with hisideas,
Dir. Feder chatlenges the critics who
throughignoranceund prejudice have
denied the equity of the Georgist
paradigin. By logical argument and
clear evidence she dispells misrepre-
sentations. It is encouraging to read
that a rich and varied Georgist re-
search programine is even now
underway. It includes virmally every
sub-discipline dealing with the urban
economy, money and credit, savings,
capital formation and growth. Even
the grand issues of justice and political
stability are tackled.

Readers will be left In no doubt -

that if 2 Georgist philosophy were
ultimately to be accepted worldwide,
it could provide a principle for peace-
ful resolution of territorial confhict for
every country, reducing military re-
quirements and bringing peace and
prosperity in its wake. This book 1s
essential reading foralllegislatorsand
government bureaucrats. It is also a
book for every voter who knows that
tax reform is long overdue.
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THE DOCTRINE

- NO HOPE

o

The world 13 at war wiith itself. Gur
“global village” is being torn apart
by stresses which, because they are
man-made, can be cured. The po
likcal ideology that now dominates
society cannotgenerate reforms that
would bring peace and prosperity.
That is why the voice of Land &
Liberty 1s vital. The samty of s
editorial philosophy - asseciated
mostnotably with the name of Henry
George - ensures that, one day, it
will be heard and broadcast far and
wide,

The challenge is to develop
policies thatwillappeal to the public.
We have to tread a narrow path
between absolute conviction of the
correctness of our philosophy and
the pragmatism that would make it
acceptable in a democracy.

We have waited a long time. A
century has passed since Henyy
George synthesised the elements of
a tax-led strategy thai promised a
cultural renaissance. But for most
of the 20th century the advocates of
George’s philosophy largely failed
to polish the diaimonds that he dug
out of the earth. The result was an
increasingly lacklustre programime
that did not command respect.

In recent years, Georgist activ-
1sts from arcund the world have
begun to pool their brains, toarticu-
Iate the philosophyin terms thatare
relevant for the 21st century. There
is sall muuch work to be done, if we

R e

are to sharpen the cutting edges of
the only philosophy that can abol-
ish the baneful influences that have
desiroyed civilizations for four
millenia.

In striving for progress, we must
beware those who preach a counsel
of despair. They lack hope. They
believe that the promised land is a
long way 1n the future. Tone, alas,
is a luxury we cannot afford. For
people die by the thousand every
day that passeswithoutreform. That
is the onerous burden carried by
Georgists: we know the truth, and

that imposes a responsibility on us,

to do our utmost to broadceast it in
a way that can find ifs expression in
practical politics.

This 1ssue of Land & Liberty
examines the roots of the world's
problems. Dr. Michael Hudson
discusses the lessons that flow from
the evidence being uncovered by
the archaeclogists in the arid re-
gions of Mesopotamia. And our
feature writers exaunine the contem-
porary consequences of the trends
that originaied four milienia ago.

ltisa frightening state of affairs
that offers hope only to despots. But
change also brings with it the op-
portunity for those who are willing
to work for a decent world. Can we
atford 1o postpone action? Can we
envisage more propitious times for
the acceptance of the philosophy of
Henry George?

TRANSPORT projects in London
could be financed out of a special levy
on businesses, argues a report com-
missioned by the Corporation of
London.

The levy would be similar to the
property tax levied on non-domestic
properties. Thatmeansthe levywould
fall on the rental value of land. And
sinceimprovements on infrastruciure
would raise the value of land, the
projects would be partly self-financ-
g,

London’s transport network is in
desperate need of new investinent,

Government finance has allowed the -

railnetwork to deteriorate to the point
where the economic viability of the
British capital is being seriously com-
promised.

So the study, by two lecturers at
the London School of Econosmics,
suggests that a levy of Ip in the pount
on business rates (the British prop-
erly tax) in Greater London would
raise £75m a year twoards the capital
cost of transport schemes.

But the Treasury opposes the plan.

Itargues that the levy would increase

the burden on businessata tmewhen
rates are due to fall.

The Treasury’s opposition reveals
that it does not understand the eco-
nomics of investment in infrastruc-
tare: improvements to the transport
network would increase the profit-
able performance of enterprises,
which could therefore afford to fund
the investment.

Andanyway, argue the LSE econo-
mists, the levy need only be imposed
after businesses were invited to vote
on whether to implement the plan.

* One example of how land val-
ues are increased is provided by the
plan to extend the London Docklands
Light Railway to Lewisham in south
London. By improving people’s ac-
cess to docklands, costs of living and
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working in central and south Londen
are reduced - and this is reflected in
a rise in the value of residential and
commercial land, Rationally, there-
fo;e, the investment ought to be fi-
nanced outof thatincreased value. At
least five consortia are bidding for the
£100-130m. privately financed exten-
sion to the hght railway.

* According to Chancellor of the

Exchequer Kenneth Clarke, about

i5bn of private investment will be
directed to infrastructural improve-
ments in the capital this year. This
includes the £300m ratl link from
Heathrow Airport to Paddington sta-
tion. But the government wants the
finance to come from the private
sector, and it does not regard a levy
on business property as irue private
investment.

CHINA is an examlﬁle of a country
that needs to pay serious attention to
the challenge of upgrading its trans-

port system. 1t must spend at least’

$111bn in the next five years if it is
to maintain its planned exportled
growth, according to the east Asia
analytical unit of the Australian de-
partment of foreign affairs and trade.

Bottlenecks in the transport sys-
temare threatening economic growth.
In 1992, for example, delays in the
delivery of coal from northern mines
to sonthern power stations and facto-

@ Lewisham

ries cost China an estimated $70bn.
The World Bank has proposed a
doubling of capital investment in the
transport system by the end of the

‘century.

According to the Australian re-
port: “So inefficient and inflexible is
the infrastructure that it is slowly
dawning on foreign investors that
investing in China is not as profitable
as it might have seemed. Producing
goods in potentially the world’s big-
gest market, where there is no effi-
cient disiribution system, does not
generate good returns”,

What the report does not note,
however, is that a major part of the
huge gains froman efficient transport
system are channelled into higher
rents for land. This means that, even
as the investment is taking place, the
money for financing the improve-
ments is automatically provided out
oftheincreaseinland-rents. The Hong
Kong metro’s extention in the 1970s
was funded by this method.

Under conventional fiscal systems,
however, those rental gains are
pocketted by landowners - or, in
China’s case, the leaseholders who
occupy the land. So public sector
investment is financed by taxes on
wages and profits: this creates a po-
litical problem for governments that
fail to use the rational system of public
and privaie finance.




GROWTH with justice: that is the inagic combma—
tion that continues to elude politicians.

We can have economic development. industri-
alisation over the past 200 years has proved that,
working with bountiful nature, mankind need not
suffer material deprivation. But even so, the social
systemn fails 10 liberate everyone willing to work.
Today, in the rich countries, near 35 million people
do not have jobs; and the list is growing of those who
are classified as long-term unemployed.

Or we can have justice. Welfare 'pfogramme_s are
constructed to redistribute income and deploy the
might of the Jaw to compel fair deals for the under-
class in society. But this curbs the freedom to create
wealth efficiently, and in-

and natural resources?

This is the one question that delegates were not
encouraged to discuss. It is the one issue that fright-
ens the politicians. Most of them intuitively know
that, for historical reasons, the power structure
depends on the preservation of existing rights torent
revenue. _

Thus, the Copenhagen declaration spoke pi-
ously about the need to extend pecple’s access to
markets. About the need for transnational political
cooperation to offset the growing power of multi-
national corporations and footloose finance. Of the
need to review the policies of the International Mon-

etary Fund, which deepen poverty as the price of

trying to reduce the debis

fringes the rights of people
“whose private property is
taxed for the sake of keep-
ing afloat the grand ship of

Minimal gains, because
the social system fails to syn-

Only at the alternative conference in Copenha-
gen did they ask why 200 years of economic
development and extensive welfare programs
have provided only minimal social gains, and
state. ‘ who it is that beriefits from the rental revenue
of the world's land and natural resources.

of nadons.

But the solutons that
offer real hope - the ones
that currently orbit in
limbo, outside the realm of
practical politics-were can-
vassed at meetings of the

thesise economic growth -
with social justice.

A CONFERENCE sponsored by the United Nations
took place in Copenhagen, last month, to wrestle
with this problem. Called World Summit for Secial
Developmem_, delegates flew in from the four cor-
ners of the world to agonise about the flaws in the
existing social systems.

The UN cannot hope to define a programme of
action that yields the magical solution to the world’s
problems, because the politicians who control the
governments of the world are philosophically con-
strained by a political ideology that prectudes certain
changes to our “core” institutions,

To conceal the frustration, there was much talk
about the problems of “globalisation”, or the oppor-
tunities presented by the “information revelution”.

There was much hand-wringing about the col-
lapse of civil society in the United States, political
corruption in the leading democracies, the burden
of debt in the Third World.... all of which are safe
distractions from the fundamental question: who
benefits from the rental revenue of the world’s land

alternative conference. This
ran parallel to the official sessions. Here, the voices
of the social outcasts were heard. These groups are
the victims of generations of social “deconstruction”,
not social development.

ECHOS of the voice of Henry George were heard
in Copenhagen. The Danish advocates of the Ameri-
can social reformer’s philosophy were co-organisers
of the alternative conference. One of the meetings
was addressed by Ronald Banks, Chairman of the
Land Policy Council, London.

The Georgist society combines economic growth
with social justice. But the precondition is the re-
structuring of public finance. This is a tedious topic
for high-flying UN delegates, and a politically dan-
gerous one for statesmen: but all the rest is so much
het air, if we do not correct the revenue system in
the direction that favours the abolition of poverty
and the protection of every person’s equal rlght of
access to the fruits of nature.

CAPE TOWHN
Cry Frecland

AFRIKANERS have spent
their lives fighting ANC guer-
rilias based in Mozambique.
The guerrillas dashed
across the South African
border in hit-and-run raids
in their campaign for free-
dom. Nowthe Afrikanersare
being enticed across the
border by cheap land.

Mozambique’s Presi-
dent Joachim Chissano is
negotizting a deal in a plan
to seitic members of the
right-wing Freedom Alliance
oni land that wouid be of-
fered cheap. All the fand of
BMozambique is ownedbythe
state, and land taxes are only
10p a year per hectare.

The Afrikan farmers
have suffered from droughi
in the Northern Transvaal.
The move o Mozambique
wouldremovethemfromthe
influence of their arch-en-
emy, Melson Mandela, who
now heads Scuth Africa’s
government.

LUSAKA
CORRUPTION (1)

ZAMBIA’S Minister of Lands
and Natural Resources, Chuulu
Kalima, has been fired for
“gross indiscipline and irre-
sponsibility”. And now Presi-
dent Frederick Chiluba, mem-
bers ofwhose government have
been accused of corruption,
has ordered all ministers and
members of parliament to
declare their assets.

BANGKOK
CORRUPTION (2)

THE land boom has put Thai-
land’s banks at risk, reports
Moody’s Investor's Serv-
ices, the US credit rating
agency. Bank loans have
fuelied property specula-
tion: Thattand now has more
than 350 golf courses.
The property boom
peaked two years ago. Since
then, premium office space

in Bangkok is 54% higher

than in 1992, and rents are
nearly 25% below their peak
in 1992,

* Thailand’s deputy ag-
riculture minister, Suthep
Thuaksuban, has resigned,
Thisfollows speculation that
he infiuenced the allocation
of land on the island of
Phuket to 10 rich families -
land that wes supposed to
go to landiess labourers.

TOKYO
CORRUPTION (3)

THE LATE prime minister,
Kakuei Tanaka, was guilty of
receiving bribes from Ameri-
can plane-builder Lockheed.

‘That was the verdict returned

by the supreme court on Feb-
ruary 22 on the politictan who
dominated Japanese politicsfor
most of the postwar years, He
never went to gaol because of
his appeals against the convic-
tion. ]

* By the timne Tanaka was
accused of acgepting a bribe
from Lockheed, he had already
resigned asPrime Ministerafter
his crooked land speculation
dealswere revealedin the Press.

BARCELONA
RUSSIAN INVASION

RUSSIA’S new business-
men are pumpingprofits inio
foreign real estate. Cyprus
is one of the maintargetsfor
investment. The island is a
convenient off-shore haven
for financial transactions.
Also on the list of favourite
venues is the Spanish coast
near the luxury resort of
Matrbelia. One estimate puts
Russian investment on this
coast at 1,500 million pese-
tas (£7.5m).

SYDNEY
LAND BUY-BACK

LEGISLATION designed to
buy back land for Australia’s
aboriginals is causing a consti-
tutional crisis. Under the land
furd legislation, A$1.4bn

in Brief

Round the world

would be earmarked by 2004
to buy land for dispossessed
aborigines who are not ex-
pected to benefit from the
Native Title law thatwas passed
in 1993.

The Senate amended the
proposed legistation,which the
government refuses to accept.
The Senate referred the legis-
lation t6 a select committee
amid rumours that the govern-
mentwould use the land fund
dispute as an excuse to call a
snap election.

AMBLESIDE
BUS sTOP

CITIZENS of thie scenictown
in Britain’s Lake District are
upinarmsover plans tobuifd
17 shops on a site that was
formerly the bus station. Five
years ago, when bus com-
panies werederegulated, the
station was cleseddown and
sold to a property company
for £75,000. The citizens
want to raise funds to buy
the site and stop the devei-
opment. But today that site,
which covers legs than
three-quarters of an acre, is
worth £1.75m.

LONDON
RENT REVIEWS

THE British government has
decided againstlegislation that
would prevent landlords from
imposing upwards-onlyrentre-
views on tenants.
Historically, landlords
have imposed 20-year leases
with upward-only rent reviews.
During the latestrecession, this
type of ledse was criticised by
tenants who were finding it
difficult to survive in a harsh
commercial climate.
Landlords have also been

favoured by a decision of the

Department of the Environ-
ment, which has decided
against banning clauses in
contracts that enforce confi-
dentiality. Under the Tory
government's free market
philosophy, the bestresults are
achieved when there is trans-

parency in price-setting agree-
menis - meaning, the removal
of secrecy about contraciual
deals. But the DoF, while argu-
ing that openness is desirable,
has decided not to makc it
mandatory.

* 250,000 or more: peoplc
could be housed in the vicant
houses in Greater London. At
any one thne, there are about
160,000 empty houses in'the
capital,

LONDON
TAX RELIEF

BRMSHarmers are relieved
by the news that the rate of
relief on inheritance tax on
land rented to tenants will
be increased from 50% to

100%. Owner-occupiers had
enjoyed 100% relief. They
estimate that about 1.6m
extra acres WI" ‘become
available for tenants, now
that they are freed of the
inheritance tax. According
to Chancellorof the Excheqd-
uer Kenrigth Clarke: “These
proposals will reverse the
declirie in leitings and help
younger people without
much: capltaltotakeon farm
tenancies”.

DOVER
OUT OF THIS WORLD

THECHURCH of Erigland was
one of the biggest speculators
in the land boom of the late
1980s. And one of its biggest
flops was an £80m investment
in 1,500 acres of farmland in
Kent. The Church’soutlay now
runs atmore than £53,000 per
acre. Agricultural land in east
Kent is worth about £1,500.
Church Commissioners
were persuaded to ifivest in a
development near Ashford, to
exploit - they thought - the
commercial benefitsof the new
crosschanne! tunnel. But the
developmentdid niotgo ahead,
and is not likely to do so.
The recklessinvestmentis
& be featured in areport tobe
published by a House of Coin-
mons all-party committee.




WHY isp’t the philosophy of Hensy
George more widely accepted? An
important reason is often neglected,

" . and sometimes actively resisted: there

has been a too-exclusive concentra-
fion on site revenue.

Of course the site revenue issue
is central; of course George hammered
it constantly. But in his thinking it
exists in a large economic’ context,
which i turn is partofa larger philo-
sophicalvision. Unfortunately, the view
of too many Georgists is focussed
narrowly on site revenue.

Their zealous promotion of “the
remedy” carries the danger that their
hearerswill conclude there isnothing
else to Henry George, and that what
they are being offered is another
panacea. Most people see that eco-
nomic problems are toc.complicated

to be solved by one simple measure,

andare quick telabelasacrank anyone
who gives the impression of thinking
otherwise. '

This applies to the average per-
son, and it applies probably more to
economists, who oftent have litile
knowledge of George except as the

- “single-fax man” - a limitation we can

unwittingly reinforce if our presenta-
tion 18 to restricted. '

:George’s economic thinking is
donein the fight 6fhisvision ofhuman
nature: His nnderstanding of the
dignity of man shows him that man
muisknever be treated asa mere means
to an end. It shows hinmt that man is
vastly more than an economic animal,
and that the economic order, although
fundamental, is for the sake of higher
pursuits. These ideas permeate his
economics, giving ita force and clarity
and balance it could not otherwise
have.

HENRY George discusses the nature
of civilization, of natural laws, of sci-
entific knowledge, and applies these
considerations in his investigation of

the economy. His final, incompleted, |

book, The Science of Political Econiomy,
analyses these ideas and establishes
the status of economics as a trite sci-
ence.

For George the fundamental law
of economics is the principle of the
saving of effort: “...the central law from

which its. deducations and explana- -
tions may with certainty be drawn, .

by John Young

Feoti,, Bk 1, Ch.12). It 1s from ‘this
positionthathe refirtes the widespread
notion that selfishncss is the driving
force in economic affairs - a notion
which, if true, would make economics
a sordid subject instead of the noble
science ‘which George sees. it to be.
He makesa supérbanalysis of the
nature of wealth {(a concepit still hope-
lessly confused by economists), then
in its light shows what capital is. His
perception of the twosources of value
is essential if we are to profoundly
diagnose econaiiic ills - atid toappre-
ciate the truth behind Marx’s.theory
of surplus value. o '
He darifies the meaning of eco-

nomic_cooperation, showing, its su-
preme unportance and the ways in -

which it is achieved. The related
concept of exchange is explored and
its marvellous richiness shown: its sta-
tusas the highest form of production,
its relation to credit and money, its
basis in the principle of the saving of
effort, its ‘part in the growth of civili-
zation. George presents a superb
defence of free trade, especially in
Protection and Free Trade.

Weneed tosee deeplyinto thekey
concepts of Georgism, to relate them
to each other, to view the system as
a whole, This vision thus attained is
a viston of the economic order as it
should be. This 1s not to mmply that

-George made no mistakes, or that no

further work needs to be done. But
the picture as a whole is true.
Others (or often the same peo-
ple} give such obscure presentations
that it is.a staiggle to grasp what they
ean. Discussions about the meaning
of value are a case in point

PEGPLE will not be atir

and, indeed, by which alone they. .. 1t happ

become possible” (The Science of

then, should be done?

We should deepen and broaden
our own understanding, but be care-
ful not to talk over the heads of peo-
ple. Then that depth and breadth of
vision will be apparent from what we
say, even though we keep the presen-
tation simple. And we will be capable
of discussing the more difficult ques-
tionswith people aboiittohandle them
- including some economists who
assume George is simplistic,

On site revenue: ourunderstand-
ittg will be vastly enriched by a grasp
of issues mentioned abové. There is
a tendency to think of site revenue as
basically a paymernt for amenities like
roads, eleciricity and so forth, In fact
it is far more than thas Through the
exchange economy, and through the
wider soc¢ial and culoural networks
found in society, immense intangible
benefits are generated. This bounty
which society bestows on its members
is more accessible on some sites than
on others, and so some bringa greater
rent than others.

Therefore, the private appropria-
tion of rent meéans that land owners
make us payfora common good which
is not theirs to sell. It is far more
serious than gaining simply from
physical improvements. This truih is
clearly seen if we view the rent situ-
ation in the light of George’s total
vision.

John Dewey said of George: “Tt
would require less than the fimgers of
the two hands to cnumerate those
who, from Plato down, rank with

4 THE LAND & LIBERTY ESSAY

by Michael Hudson

THE PRIVATIZATION

OF LAND

How it all began

The Henry George School of New York sponsored the International
Colloquium on Privatization at New York University. The conference wis or-
ganized by the school’s Research Director, Dy, Michael Hudson, author bf
this essay, and Prof. Baruch Levine of New York University’s Skirball De-
partment of Hebrew and Judaic Studies. Participants represented each major
period and geographic region of antiquity. The colloquium papers will be ﬁub-
lished at the end of the year by Harvard University’s Peabody Museum.

CHOLARS from Russia, Ger-
, many, Haly, Israel, Canadaand
the United States gathered in
New York last November for a
colloquium on the origins of priva-
tization in the Ancient Near East
and the Classical Werld. The US
scholars were from Harvard and the
University of illinois.

Leading archaeologists,
cuneiformists and philologists
traced the dynamics of privatization
from 3500 to 500 BC, from Bronze
Age Mesopotamia through Biblical,
classical Greek and Roman times.

In his essay, Dr. Hudson argues
that the forces unleashed in Meso-
potamia 5000 years ago must be
clearly understood if we are to solve
contemporary problemslike private
poverty and public indebtedness.

POTS and statues do not teil much
aboutsocial institutions that produced
them. Bronze Age written records are
laconic, consisting mainly of abbre-
viated notes (largely receipts and in-
ternal accounts from the public tem-
plesand palaces) that take for granted
the economic context.

The colloquium was important
because its participants were willing
to compare their various data and
venture a plausible context for just
what kinds of societies produced the

artefacts dug up or the tablets record-
ing resource flows within the tem-
ples, palaces and private households.

Their findings challenged many
now-orthodox economic assump-
tions. There was general agreement
that from Bronze Age Mesopotamia
down through biblical times in the
Levant, classical Greece and Rome,
each society progressed through
broadly similar (but by no means
identical) experiences as they com-
mercialized their economic life. The
“wild card” proved to be how they
handied interest-bearing debt, and the
limits they placed on debt bondage
and forfeiture of the land to foreclos-
ing creditors.

In antiquity, as today, debt was
the major economic lever of privati-
zation. But whereas today’s
privatizations stem mainly from
public debt pressures that encourage
governments to sell lands and for-
ests, mineral resources and public
utilities, there were no ‘public debts
in antiquity.

Temples and the palace typically
were creditors, especially in Bronze
AgeMesopotamia. However, private
debts with the land pledged as col-
lateral led to1its forfeiture for arrears.
Personal indebtedness was the cata-
lystfor transferring subsistence lands
to absentee owners, in epochs when
the outright sale or alienation of land

was prohibited for rnbre than just a
temporary period.

ECONOMISTS have long been noto-
rious for taking private property as
an elemental and original institution
in human experience. This assump-
tion is a carry-over of the Social
Contract theories of John Locke and
Adam Smith. '

In these theoriesno role is played -

by the idea of land originally held by
comumunal groupings and allocated
to members who bore a military li-
ability and other public obligations
attached to the land. Whatever does
notbelong to the palaces and temples
is deemed “private” ipso facto. Yet
the idea of private property as it is
understood in modern times devel-
oped relatively late.

“In the beginning,” Sumer’s tem-
ples (and in time the palaces} were
the major profit-seeking entities (and
even more, rent and interest recipi-
ents). The non-public communal sec-
tor functioned mainly on a subsist-
ence basis. Indeed, all the basic ele-
ments of modern enterprise, includ-
ing such basic practices as charging
Iand-rent_‘ and interest, developing
standardized production runs, lot
sizes, weights and measures, and
monetary standards of exchange were
innovated by the Sumerian teinples
in the fourth and third millennia BC.
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Accordingly, one riddle that we
addressed was why entrepreneurial
technigues were first developed by
public institutions, above all by the
Sumerian temples, rather than within
private households. Why was there
public enterprise to be privatized in
the first place, rather than autono-
mous private enterprise to be taxed
or otherwise made subject to social
overrides? If private enterprise is an

inherently superior mode of organi-.

zation, why did civilization take the
seeming detour represented by the
Sumerian temples and, later, the
palaces? The fact that the first com-
mercially organized enterprise is
found in Sumert’s temples as early as
the fourth millennium BC indicates
that the state i3 not inherently anti-
thetical to private propetty. It seems
that public enterprise was needed as
a catalyst.

Evidently some social blocks had

_ to be overcome by creating the tech-

mquesofcommermaienterpnse renit-

yielding land, interest-bearing debt,

account-keeping and production
planning - to generate economic
surpluses at least nominally for the
comrunity at large (in Sumer’s case,
thecity-temple) rather than for purely
personal gain. This community-wide
social purpose is what seems to have
made the pursuit of private gain so-
cially acceptable, whereas in tradi-
tionally organized chiefdoms it was
considered “bad manners” to take a
surplus for oneself.

Sumerian cities needed to gener-
ate exports to obtain foreign metals,
stone and other raw materials not
found in local river-deposited soils.
The city-temples solved this problem
by putting widows and orphans, the
sick and infirm to work in temple
weaving workshopsand other public
welfare/workfare hierarchies.

Every early society ended up by
privatizing its land, industry and
credit systems. Butsome societies did
thisin ways that protected traditional
social values of equity and freedom;
others, such as Rome, did it in such
a way as to polarize and indeed,
pauperize its society.

THREE types of landed property
emerged in southern Mesopotamia’s
cradle of enterprise: communal land
(periodically re-allocated according
to widespread custom); temple land
endowments, sanctified and inalien-

able; and palace lands, acquired ei-

ther by royal conquest or direct pur-
chase {and often given to relatives or
other supporters).

Of these three categories of land,
“private” property (alienable, subject
to market sale without being subject
to repurchase rights by the sellers,
their relatives orneighbours) emerged
within the palace sector. From here
it gradually proliferated through the
public bureaucraey, among royal col-
lectors and the Babylonian damgar
“merchants”. However, it took many
centuries for communal sanctions to
be dissolved so as to make land al-
ienable, forfeitable for debt, and mar-
ketable, with the new appropriator
able to use it as he wished, free of
royal or local communal oversight.

.Modern.advocates of private en-
terprise argue that gain-seeking indi-
viduals manage resources more effi-
ciently than do public agencies. No
such economic rationale was devel-
oped to support antiquity’s property
transfers. No one suggested. turning
over wealth to the rich to manage in
society’s interest. Just the opposite:
for century after century the acqui-
sition of land by public officials or
merchants was reversed repeatedly
and indeed, almostregularly, by royal
Clean Slates. Thesecancelled personal
debts (including back taxes} and re-
turned the land to its traditional

. holders.

Rulers sought to maintain a free
land-terrured body of citizens to serve
in the infantry and provide corvée
labour services. Loss of land rights
would have meant a loss of citizen-
ship and military rank. Hence, rulers
had an interest in avoiding social po-
larization between large landholders
and uprooted landless individuals.
Clean Slates. aiso deterred the con-
solidation of a wealthy aristocracy as
economic rivals to the palace.

In Roman times the Stoics de-
nounced personal gain-seeking, hop-
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ing to return to what they imagined
tohavebeenaGolden Age-the Bronze
Age - of social altruism. But by late
antiquity the memory of royal Clean
Slates to restore economic order and
equity had faded. Therich themselves
were Stoics. They tended to preach in
favour of a return to a broader dis-
tribution of land and economic self-
reliance, but they did notactively back
this in practice.

Pliny claimed that the vast
latifundia estates had ruined Italy,
much as Isaiah a half-millennium
earlier had decried the great land-
lords “who add house to house and
join field to field, till ne space is left
and you live aloné in the land.” But
as Christianity became the “political
correctness” of the day, it removed
the Judaic Jubilee Year from its origi-
nal Near Eastern context, postponing
it until the Day of Judgment. This
effectively turned the Pentateuch’s
core of debt and land-tenure legisla-
tion into a ‘utopian, eéven other-
worldly ideal.

Did history have a choice?
Why were the warnings of Isaidh and
Pliny not heeded? Was there another
way to go? Did history have a chioice?
The answers are to be found more in
the forces of social power than in a
reasoned economic rationale.
Throughout antiquity, social ef-
ficiency was defined more in political
and military than in economic terms.
Land traditionally was supposed to
be used to support a self-sufficient
citizenry which originally comprised
the armed forces and supplied public
labour services. Yet from Bronze Age
Babylonia through the Roman em-
pire, privatization led to fiscal, eco-
nomic and military collapse as local
subsistence lands were cut away by
outsiders (creditors, royal collectors,
war chieftains and merchants).
Babylonian scribal exercises il-
lustrated how rapidly debts mounted
outat thecustomary 20% commercial
interest rate, doubling in five years,
quadrupling each decade, and mul-
tiplying 64 times every 30 years.
Rulers suchasHammurapi wholived
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long enough to celebrate their 30th
anniversary on the throneproclaimed
new Clean Slates, as they did at the
first New Year festival after they took
the throne (and when circumstances
warranted it at other times).

In antiquity, therefore, the public
sector wasnot the enemy of economic
freedom and private enterprise that
it is portrayed as being today. Not
only did the Sumerian temples inno-
vate most of civilization’s entrepre-
neurial techniques, but rulers pre-
served widespread economic liberty
by periodicaily annulling the
overgrowth of agrarian debt, freeing
debt bondmen and restoring to their
customary holders lands (and hence,
citizenship status) that had been for-
feited for debt arrears.

PRIVATIZATION of the land led to
absentee ownership and monopoli-
zation. Ultimately, they also led to
fiscal crises as wealthy landholders
managed to avoid taxes by shifting
these onto the rest of the population.
This economiic polarizatiaon was
staved off by the tradition of royal
Clean Slates, which finds its final
expression in the Bibtical Jubilee Year
of Leviticus (Ch. 25).

Whathitherto wasaroyal actwas
made the centrepiece of Judaic reli-
gion. The Jubilee Year restored the
status quo ante by wiping out the
overgrowth of agrarian debt, freeing
debtbondmen, and restoring subsist-
ence lands to the cultivators who had
forfeited them to creditors. Prof.
Baruch Levine pointed out that al-
though the Jubilee Year seems to be
apost-Exilic phenomenon, itwas part
of a living tradition extending back
thousands of years. Indeed, biblical
economic legislation represents the
last major repository of Bronze Age
Near Eastern practices.

Prof. Maynard Maidman argued
that although Nuzi’s rulers pro-
claimed Clean Slates in the 16th and
15th centuries BC, they seem to have
been unable to obtain compliance by
the large landowners, for private
holdings survived intact for time
periods spanning such proclamations.

As privatization spread up the

Euphrates from Babylonia into less
centralized economies, the power of
large landholders (often war chief-
tains) increased. Partly as a result of
the ensuing domestic social polariza-
tion, societies such as Nuzi collapsed
relatively suddenly, their economic
and military base hollowed out by
privatization of the land leading to
fiscal strangulation.

One result was a rural exodus of
menuprooted from theirland. In18th
century England this rural exodus
following the enclosures of the com-
mons provided a key element of the
Industrial Revolution, in the form of
cheap urban labour. But in archaic
times there was little industrial wage
labour market. Manual labour in
Mesopotamia’s temples and palaces
was composed of persons who could
not make a go of things on the land,
mainly because of physical infirmity

_ or the misfortune of having lost their

husbands and/or fathers through
war, and not been incorporated into
h Households of relatives. (Skilled
tsmen were formed intocompany-
lype unions run by the palace, not by
the craftsmen themselves. Hence,
Iabour was not unionized and “pri-
vatized” along today’s lines.) Much
of the displaced labour joined float-
ing vagrant bands of migratory
workers, some of whom found work
asmercenaries, pressing outof Meso-
potamia into the Levant. Thus, the
resultof rural uprooting was to create
a military force more than the indus-
trial labour force found in post-feu-
dal Europe.

The collapse of civilisations
Bearing in mind the manner in which
each major ancient society collapsed,

thecolloquium’s participantsempha- .

sized how privatization represented
more than merely a shift of resources
from public to private hands. This
shift went hand in hand with eco-
nomic polarization, fiscal crises, and
the inability to field an army of land-
tenured soldiers.

Often the process involved civil
warfare, such as the overthrowing of
landed aristocracies by popular ty-

rants in 7th. century BC Greece, the
popular walkout in Judah under.
Zedekiah c. 590 BC (Jer. 34), contein-
porary to Solon’s cancelling the rural
debts and banning debt-slavery in
Athens in 594 BC, and the teputed
refusal by .Romans-to fight behind
Coriolanus until their debts were
annulled or theywere promlsed lands
of their own, _

“In the beginning,” most land
was held communally and allocated
to citizens as subsistence lands for
their self-support. These cultivators
in turn owed military and corvée la-
bourservices. Gradually, theland was
privatizedand transformedintoprop-
erty in the modem sense of the term
- property immune from:social con-
trol and periodicredistributions, able
to be alienated (either sold or for-
feited to creditors for debt arrears)
without recourse for the seller, his
relatives or neighbours to redeem it.

Privatization in feudal Europe
often took the form of seizureof lands
by individuals through force or legal
stealth (as in England’s-enclosures),
but there is little evidence of this in
the Bronze Age. There were three
majortypes of privatization,eachwith
its.own set of dynamics.

(1) The first real “privatizer” was
the palace ruler. Rulers acted in an
ambiguous capacity, treating royal
property - and even that of the tem-
ples, which they took over in time -
as their own, giving it to family
members and supporters. it this
respect “private” property, disposed
of at the discretion of its holder, can
be said to have started at the top of
the social pyramid, in the palace,and
spread down through the royal bu-
reaucracy (including damgar “mer-
chants” in Babylonia} to the popula-
tion at large.

Bronze Age Mesopotanuan rul-
ers are found acquiring ‘property
mainly by putchase (with tribute
money), but royal appropriation of
land within the rulér’s own commu-
nity wasstrictly circumscribed. When
the Israelite king Ahab sought to
obtain Naboth’s vineyard, for in-
stance, he was constrained to operate
within the bounds of popular tradi-
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tions that dictated that kings could
obtain property only by voluntary
sale or confiscating it as punishment
for a capital crime.

(2) A derivative form of private
ownership developed as rulers gave
away land to family members (as
dowries), or companions, mainly
military leaders in‘exchange for their
support. Therecipients tended to free
themselves from the conditions
placed on what they could do with
the land and the fiscal obligations
associated with such land. As early
as the Bronze Age, such properties

and their rents are found managed

autonomously from the rest of the
land (viz. Nippur's Inanna temple
privatized by Amorite headmen c.
2000-1600 BC). Likewise the modern
system of private landholding was
catalyzed after England’s kings as-
signed property to the barons in
exchange for military and fiscal lev-
ies which the barons strove to shed,
- ascanbetraced from theMagna Carta
in 1215 through the Uprising of the
Barons in 1258-65.

Much as modern privatization of
the national patrimonial assets often
follows from the collapse of central-

. ized governments (e.g. in the former
socialist states and Third World
kleptocracies), so in antiquity the
dynamic tended to follow when cen-
tralized palace rule fell apart. Royal
properties were seized by new war-
lords, or sometimes simply kept by
the former royal managers, e.g. the
Mycenaean basilae, not unlike how
Russia’s nomenklatura bureaucrats
have privatized Soviet factories and
other properties in their own names.
(3) A third kind of privatization

occurred in the case of communal-

lands obtained by public collectors
and “merchants” (if this is not an
anachronistic term used for the
Babylonian tamkaru), above all
through the process of interest-bear-
ing debtand subsequent foreclosure.
Ultimately, subsistence lands in the
commons (or more accurately the
communally organized sector, which
often anachronistically is called “pri-
vate” simply because it is not part of
the public temple-and-palace sector),

passéd into the market, to be bought
by wealthy creditors or buyers in
general.

The fiscal erisis and taxation
ASPRIVATE creditorsand merchants
appropriated the land in each region,
they did not themselves take on the
corvée labour, military or tax obliga-
tions (which would have beenimpos-
sible for large land-grabbers such as
Tehib-Tilla of Nuzi, who aequired
hundreds of subsistence-land par-
cels), but shifted theseonto the popu-
lation that had been expropriated.

Antiquity’s privatizations thus
went hand in hand with a fiscal crisis
not unlike those of meodern-day
Ainerica and Britain, Latin America
and the former Soviet sphere. Land-
lords managed to cast off the social
obligations “originally” attached to
their property, thereby starving the
public sector for funds. The fiscal
problem was aggravated by the fact
that the public sector was no longer
self supporting as industrial enter-
prise passed out of the large public
institutions (the Sumerian temples,
emulated by the palace workshops in
northern Mesopotamia and the Le-
vant).

It is at this point that states were
obliged to begin taxing the popula-
tion. The taxes were used to hire
mercenaries in place of the peasantry
that was losing its lands (most noto-
riously in Rome), and to purchase
from private suppliers the services
and goods that formerly were pro-
duced by public institutions and the
community’s land.

"The role of debt in social crises

DEBT and privatization problemsare
central to the economic histories of
Rome written by Livy and Dionysius
of Hallicarnassus, and have been
traced back to the XII Tables. Theyare
the central points of Solon’s Athens
and Lycurgan Greece as toid by
Plutarch, Aristotle and other early
historians. And they are the ceniral
coreofbiblical law, as well as forming
thecentrepiecefor Hammurapi'slaws
c. 1750 BC and those of earlier rulers.

However, conference partici-
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pants pointed out thatwhatlonghave
seemed to be ancientrecords actually
were, in their own time, relatively
latereconstructions. Thestory of debt
and privatization thus has had to be
rewritten on the basis of what can be
more securely confirmed by modern
historiogtaphy.

During the early centuries of pri-
vatization theré was no market
economy as modern economists use
the term, i-e. an economy whose re-
sources wereallocated by price-clear-
ing, self-equilibrating markets. Inter-
estratesand rent rates remained fixed
for centuries rather than respending
fluidly to market conditions. When
adjustments ‘were made, they were
more by royal, religious or political
intervention than by commerciai
forces.

The riew archaeological reading
confirms that land teriure, the collec-
tion of land-rent and taxation are the
most important economic¢ phenom-
enia ‘of every ancient society, juxta-
posed to the attachitig of interest-
bearing debt claims to the land. This
central role of rentier income (rent
and mortgage interest) hardly is sur-
prising in view of the fact that the
land was the basic resource produc-
ing the crop surplus which in turmn
was converted into industrial handi-
craft labour and output, military
power, publicinfrastricture workand
the accumulation of monetary treas-
ure.

A second dynamic at work was
a phenomenon that also disturbs to-
day’s Third World economies: mo-
nopolization of the land in the hands
of absentee commercial owners who
displace self-supporting food-grow-
ers. This was at least as problematic
in antiquity as it was in the case of
England’s enclosures of the commons
from the 16th to 18th centuries of our
modern era. After about 1600 BC,
many became landless hapiru, mi-
grant seasonal labourers who dou-
bled as mercenaries and formed them-
selves into bands troubling the Le-
vant for two hundred years or s0. In
Greece and Rome, the displacement
of cultivators by absentee owners led
to theplanting of luxury exportcrops,

+* THE LAND & LIBERTY ESSAY +

b

mainly olive trees and grape vine-
yards to make wine on large planta-
tions worked increasingly by slaves.
By Roman times the expropriated
cultivatorsand their heirs formed part
of the urban masses who tumed the
ancientcities infoneteconomicdrains.

The conference found that land
monopolization, debt polarization

and fiscal crises (as the new absentes-

landlords cast off the former public
tiscal responsibilities attached to the
possession of land) intensified over
the course of antiquity, aggravated
by three major factors.

* First, archaic safeguards pre-
serving communal land tenure broke
down, especially as the privatizers
grew more powerful and ended up
unseating central palace rulers. (In-
deed, public officials in classical
antiquity pledged not to cancel the
debts and redistribute the land!)

* Second, there was less and less
tradition of royal Clean Slates, and
these seem not to have been enforced
as effectively as they were “in the
beginning” in Early and Middle
Bronze Age Sumer and Babylonia.

* Finally, armies came to depend
more on mercenaties than on free
domestic cultivators.

It would be almost a truism to
say that in antiquity, as today, eco-
nomic progress was associated with
poverty. What is now clear is that the
very idea of progress - the irrevers-
ible arrow of time - represented an
oligarchic refusal to periodically re-
store economic order and equity. The
archaic royal program of annulling
consumer debts and reversing land
forfeitures and debt bondage gave
way to debt strains and the loss of
widespread land tenure which de-
stroyed the economic balance of
ancient societies.

Ultimately at issue was the idea
of cyclical time restoring econormic
balance and equity rather than irre-
versible economic polarization. The
fact that royal Clean Slates long were
proclaimed afresh by each ruler (and
for the Babylonian rulers of
Hammurapi’s dynasty, onnumerous
occasions during their rule) did not
mean that they were ineffective.

Rather, it was recognized that market
developments, if left alone, did not
lead to economic balance but to just
the reverse - a concentration of land
and other wealth in the hands of
creditors, public officials and war
chieftains.

Poverty and the Bible’s laws

Rulers had a concrete interest in al-
leviating poverty. To have permitted
cultivators tolose their lands to credi-
tors and merchants would have been
toexclude these cultivators both from
theobligation to provide publiccorvée
labour and from the army. Such a
society would have suffered emigra-
tion and other depopulation, or mili-

tary defeatby rival communities. This

is what we see in the Hellenistic and
Roman periods at the end of antig-
uity (viz. Sparta at the end of the third
century BC, and Rome at the hands
of the northern invaders in the fourth
cenfury of our modern era).

. It was in response to these im-
peverishing tendencies that Judaism
sanctified the economic legislation
that survives today as-the core of the
Bible. The Pentateuch took the idea
of social equity out of the hands of
rulers and made them the core of its
religious commandments, attributed
to Moses himself, whose story -along
with that of the conquest and settle-
ment of Israel - was elaborated into
a foundation myth as a literary vehi-
cle for the laws concerning the land
and rural usury. In this way the spirit
first found in the Mesopotamian
response to privatization of the land
passed into Christianity and subse-
guent European tradition. Indeed,
biblical stories such as thatof Naboth
and his vineyard became rallying
points for social reformers down

through European feudal times to-

modern-day liberation theology.
Counterpoised to the spirit of
Judaism and its Near Eastern pred-
ecessors was the Roman response to
debt-strangulation and monopoliza-
tionoftheland into the greatlatifundia
estates that Pliny blamed for ruining
Italy. Roman society in the Western
(European) half of the empire saw
interest-bearingdebtdisappearalong
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with the money economy (with the
Christian Church condemning usury
outright, as in the Mosaic laws of
Exodus), while outright slavery was
replaced by serfdom. -

One can look at modern Western
civilizationas havmg been shaped by
the particular way in which Rome’s
imperial econormy collapsed Its oli-
garchic spirit left a legacy of prop-
erty-based law that has continued to
shape European civilization since it
emerged from feudalism. In the end,
it was the force of Roman civil legal
principles that dominated the Judaic
laws in shaping Christianity, in con-
trast to the earlier Bronze Age Near
Eastern overrides tothe land's ptiva-
tization and monopohzatlon

The upshot is that although the
dynamics of land privatization in-
spired the economic core of biblical
laws, this core is all but-ignored to-
day. Few people would think of
applying biblical injunctions to mod-
ern debt and privatization policies.
What is remembered is more the
dramatic stories that now Seem, in
light of modern archaeological dis-
coveries, to have been composed in
large part to form a sacred mythic
wrapping for the Mosaic laws. -

No doubt it wouild be hard to fit
the details of Leviticus and the Jubi-
lee Year into a Hollywood movie,
however. No Cecil B. de Mille has
made a film of how Nehemiah and
Ezra carried out their reforms and
helped sponsor a school whichedited
anid composed the Bible in the form
thathas comedown to us. Despite the
importance of the land question for
the early history of civilization down
through the present, the subject tends
to beignored inschool curricula. Most
economists identify the land with
capital ingeneral. Historiansalso tend
to ignore the role played by land,
despite the central role that land
tenure and debt play in the Bible. But
the lessons of history must be re-
trieved. "

Ways of doing things that were
invented in Bronze Age Sumer have
shaped history ever since, butinever-
new ways as they have passed into
private hands. The privatization of
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land-rent in particular has had major
fiscal consequences. The particular
way in which the land has been
privatized from one society to the
next - and over time in any given
society - has shaped the economy’s
distribution of wealth and income,
the pattern of urbanization, freedom
orslavery, and ultimately the riseand
fall of civilizations and their religious
responses to theeconomicimbalances
associated with privatization.

The New York University con-
ference thus outlined the extent to
which the history of civilization will
have to be rewritten to take account
of the cuneiform and related archaeo-
logical discoveries made in the past
few decades. A foundation was laid
for placing the role of privatization
of the land and economiic enterprise
atthe centre ofanew view of history’s
broad dynamics, the evolution of
economic policy and the economic
core of ancient religion.

The New York University sym-
posiumhas defined aresearchagenda
for theremainder of the decade. Ithas
shown that privatization is more than
just a shift in ownership from public
to individual holders; it connotes a
shift of social costs and other burdens
fromlandlords and creditors onto the
shoulders of the population at iarge.

One question to be addressed is
whether today’s resourceownersand
creditors will act differently from
those of antiquity. Will they realise
that there is a need for them to invest
their revenue productively, or will
they merely aftach this income as
interest-bearing debtto property? Will
they strip assets in foreclosure pro-
ceedings and distress sell-offs rather
than investing directly to bring new
productive powers into being? Will
landlords and creditors ultimately
prove more efficient than public
agencies in overseeing society’s land,
natural resources and other means of
production? Or will they resist their
tax obligations and deepen the fiscal
crisis, as they have done so often over
the millennia?

*Dr. Hudson is ce-author of A Philosophy
for a Fair Society, London: Shepheard-
Walwyn, 1994. See back page review.

OBITUARY
Robert Clancy

IT IS with deep regret that we report the death of one of Land & Liberty's
distinguished contributors, Bob Clancy. The following is the report that
appeared in the New York Times on February 18:

Robert Clancy, an educator who was director of the Henry George
School of Social Science from 1946 to 1970 and founder of the Henry

‘George Institute, died on Feb. 9 in Jackson Heights Hospital in Queens.

He was 80 and lived in Jackson Heights. The cause was colon cancer,
said George L. Collins, the executive director of the Manhattan school.

Founded in 1932, the school teaches the economic and social phi-
losophy of the 19th century economist and philosopher Henry George,
who saw land speculation as the scourge of the time and the cause of
poverty and inéquality.

George argued that society, not the landowner, was responsible for
the increase in land value, and that the increase should be taxed and
thereby returned to society. He saw such alevy as the only tax necessary
and, thus, was an early proponent of a single tax. George twice ran
unsuccessfully for mayor of New York City in the late 1800s.

Mr. Clancy expanded the school’s role in adult education and
through establishment of the institute set up a worldwide network of
correspondence courses in subjects related to George’s social and
economic concepts. Students from more than 200 countries enrclled in
courses. In 1952 he wrote a biography of the founder of the school, “A
Seed Was Sown: The Life of Oscar Geiger.” He was co-founder and
chairman emeritus of the Council of Georgist Organizations, an inter-
national association of Georgist schools.

He is survived by a sister, Norma Hempe of Massapequa, L.L
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ON SOCIAL STRUCTURE

THERE IS a useful analogy
to be drawn between a
Georgist and a diamond
cutter. The common factor
grows out of what seems to
me an evident principle: ali
matler is mind. The imme-
diate effect is that all phe-
nomena are structured

The author, RICHARD NOYES, is an elected Rep-
resentative to New Hampshire’s parliament, the
General Court. For 35 years he was editor and
publisher of a newspaper in Salem, NH. He was
president of the International Union for Land Value
Taxation and Free Trade from 1986 to 1993, and
chairman of the US Council of Georgist Organisa-
tions for three years until 1994.

¥ New Hampshire is the
property tax state, in that it
depends much'more heavily
than any of the other 49 states
on that fiscal device. There
havebeen (what we here call)
“broad base taxers™ for as
long as T can remember, but

“the people of the state want

The Missing Clause in the Bill of Rights
- Land for the People

21st International Conference
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Den Dansk Henry George Forening
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International Union for Land Value Taxation and Free Trade

Roskilde, Denmark, Jaly 22-29, 1995

Papers are invited on the theme of “The Missing Clause” in
declarations on human rights - the common right to rent.
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Den Danske Henry George Forening,
Lyngbyvej 56 A,
2100 Copenhagen @, Denmark.

around ideas.

1o part of such taxes on eco-

Out of this arises a natu-
ral order, built on ideas, for ail things - for all amalgamations,
groupings, associations. Such an order is there to be found,
if we can but find it.

One advantage of the Georgist/diamond cutter analogy
is to get this essay out of philosophical, swampland. A
diamond cutter knows that his raw stone, found in nature,
is essentially an isometric crystal: defined by a2 mathematical
idea. Its natural order is determinable. Once he has deter-
mined it, all the cutter has to dois to tap the stone with mallet
and chisel correctly and the facets appear,

A mineral structure is simpler than a social one, but my
premise here is that both exist, and that it is no less important
for a Georgist to understand the idea or ideas around which
his social envircnment is structured.

American author Thomas Sowell helps me with this
premise in his new book, Race and Culture: A World View,
in which he maintains that “group cultural patterns” are
discrete and discernibie, and that they have more to do with
social and economic behaviour than race.

MY SOCIAL milieu these days is New Hampshire’s leg-
islature, or “General Court”, especially its House of Rep-
resentatives, which is unique in several ways.

¥ It is the third largest parliament in the English speak-
ing world, made up of me (as Clerk of its policy committee
on Municipal and County Government) and 399 other
members.,

¥ It is the “most nearly Georgist” parliament in the 50
United States, too, in that it stands guard over the first of
Henry George’s prescriptions: “...we must abolish taxes on
labor and industry”. :

3% New Hampshire’s total state/local taxes take a smaller
bite out of its average citizen’s per capita income than does
that of any other state. We have neither a general sales nor
a personal income tax, and are not about to get one.

nomic activity and have said
50 at the polls time and agam New Hampshire still does
not understand, I am sorry to bave to admit, that the property
tax is really two levies, one a tax on labour and industry,

- the other a payment for the privilege of holding title to land.

Which brings me to why I propose this analogy between
Georglsts and diamond cutters.

AS A LEGISLATOR, 1 do not want to and do not intend
to tap my 399 colleagues with mallet and chisel unless and
until I have studied them long and hard enough to know
where.,

There is an individuality to the natural order of any
particular social group. Sowell’s book Supports me in that
claim. I do not here maintain that what is true of the New
Hampshire legislatmre is equally rue of every milien,

Having just finished reading all the excellent chapters
in the recent book, The Corruption of Economics, 1 am
convinced the authors are correct. The seeds sewn by Frank
Knight, Seth Low, John Baies Clark and others have grown
into major obstacles for us. We had one of their neo-classical
offshoois on the staff of the State Senate in the 1993-94
session. He tried to convince me the famine in Ireland in
the 1840s happened because they ran out of land. But he
had liftle effect upon legislators’ thinking, and since the
election in November 1994 he is gone.

The rational impediment that keeps New Hampshire
from taking the critical last step into Georgism is not neo-
classical foolishness, but a misunderstanding which runs
much deeper in the natural order ¢f western culture.

It is the failure to understand property, with ail it§
ramifications: what reaily belongs to whom, and why. I ain
convinced that, once we have rooted out all the neo-classical
economists we will still have to deal with this fundamental
confusion over property that goes back to John Locke and
George Washington.




IT IS TIME TO THROW AWAY THE WORD ' TAX'
NEW WORDS FOR A NEW ETHIC

The words 'tax’ and rent’ express an oppressive history. The state gave to landed institu-
tions and individuals power to retain communally created rental values and spread the
burden of ltS own ﬁmdmg to those less able to aﬁord or beneﬁt fmm it. Over cenmnes

vzd_ual and the landlord or Ianded institution. Ihe ward ‘tax’ s.tands for the samie _1_mm0ml
disequilibrium in the relationship beween the individual and the state. The words whose
meaning grew out of this relationship should not be in Georgist mouths. The term 'eco-
nomic rent' means the value which we wish to be the basis of public revenue but while it
.has neutral uses in academic discussion for general public debate we must find new
terins to disclose the essentially humane, inclusive and equitable social relations which
are at the heart of Georgism.

WHAT ALTERNATIVES MUST EXPRESS

1) 'Rent' and 'tax’ are distinct families of ideas

The rent’ faniily contains the ideas of ‘rent” mean-
ing ‘economic rent” - “land value’. Related is ‘marketrent’
whichis the sum, mamarketofbidders ;obtained annually
for land. This may or may not be the same as the former.
Sometimes confused with this is ‘rent’; meaning the sum

- you pay the landlord, which mgy or hidy not be equivalent
to the economic rent, or indeed the market rent, (e.g. a
peppercorn rent). Rent falls on tand or propetty.

We hold, as did Henry George, that rents and taxes
are very different. The ‘tax' family contains the ideas of
a burden imposed, a sum you pay the government. Also
it is an activity that the governmient and others do. ‘They
taxed me into my grave’, ‘The Tories are taxing us more
than any other government in history’, etc. Also where
‘rent’ is fairly specific, “tax’ is fairly general. You can
pay many different sorts of tax on many different sorts
of thing. Taxes can fall on labour and capital.

. An alternative should not attempt to cover both
these groups of ideas. Where they overlap is only in that,
in the view of Georgists, rent should be paid to govern-
ment. People cominonly think that ‘what you pay to the
governmnent’ is “tax’. So the word tax has been over-
extended to coverrental payments to the state and it should
now be peeled back and confined to its proper scope. The
alternative to “land tax’ need only stand in for the mean-
ings and uses of the word ‘tax’ in so far as they cover
rental payments to the state or comimimnity.

2) Yet the range of linguistic uses must be similar
The alternative to ‘tax’ should, however, have the
same scope of linguistic usesas ‘tax’ else ‘tax’ willremain
in common usage for want of a better word. Unlike the
'Tent! words, 'tax’ swings easily between being a noun and
a verb. People will not be able to say “They are going
to Market Rent us more’, so they will say ‘“They are going
to tax us more. Market Rents are going up’. In other words
our alternative must swing easily between being & noun
and a verb or else it won’t be used. All the ‘rent’ words

or phrases are nouns or used like nouns, i.é. ‘the rent’,
“a rent’, ‘an economic rent’. Only the second i$ ever a
verb as in, ‘io rent a flat’. We don’i “economic rent’
something. So, although the ideas of rent and tax are
distinct, the term coined to cover fental payments to the
government must have the same, or as similar-as possible,
range of linguistic uses as ‘tax’ else it will not function
well in comimon speech.

3) Tt must express giving back something not curs

The aliérnative must express the elément of giving
back something which is not the payer's, This is the moral
content at the heart of Georgism. The whole social point
of economic rent is that it is a value which is created by
the surrounding economic community. Andso the payer
is ‘giving back te the community for an advantage re-
ceived. This is not the case with 'tax’. From the Bible
onward taxes have been thought of as a burden, needing
considerable justification. The word ‘rent' gives no hint
of this central point.

SOME POSSIBLE ALTERNATIVES

Crown-Rent or Ground-Rent, which have been
suggested, do not do very well on these criteria, and
Community Ground-Rent only does better on the third
criterion. Incidentally, though Crown-Rent might godown
well with the Establishment, I can’t see it as anything but
a hindrance when trying to talk to organisations like
Shelter, Survival International, blackpeople srepresenta-
tives, women’s groups and so on, all of whom would
benefit from the natural equity in Georgism. Also it has
some feudal connotations which.are not appropriate. Mon-
archs were not always very community conscious and
were Often the most rapacious of rent-seekers. Ground-
rent is better than Crown-rent but the term rent comes
from the same root as ‘to rend’ - a tearing off, ‘he rent
his clothes’. While its familiarity in academic discussion
is useful in that context it has no positive associations
in the public mind, deriving as it does from the all too
familiar relation of tenant and private landlord.

After a thorough search of the dictionary and

thesaurus 1 found only the following which seemed to
wotk easily as both nouns and verbs, and which express
giving back. '

A remuneration; to remunerate; remunerating the -

commumty

A return; to retum making a refurn to the com-
munity.

A compensation; to compensate; compensating the
community.

‘Remuneration’ although it cxpresses giving back
does so with quite a weak moral content in many uses.
"The director’s remuneration for the year was....” Also
the etymology of the word is to do with money rather
than value. ‘Return’ gets a bit clumsy in some uses.
Phrases like, ‘Taxation is a necessary evil’ become
awkward in “making returns is a necessary evil.” Also
‘return’ has so many mundane uses that it would have
little expressive force. The one that works best on these
criteriais ‘compensation’ which.also has a stronger moral
and legal force. '

' _ i g X
Community
SOME POINTS ABOUT COMPENSATION

a) Putting the Community in charge of the state

In the sentence, “We are being taxed more this
year,” the community is the -passive Tecipient of govern-
mernt action. 'But the sehtence, “We are compensating
more this year,” reverses things. It rr?eans the community
is doing something to the government, or even to itself.
Increasing the power of the community in relation to”
central governiient - making the state minimal - is an
important part of Georgist politics. This language will be
more suitable to that.

b) Distinguishing between ‘taxes’ and ‘compensations’

Including the ‘giving back’ sense strengthens the
distinctionbetweer taxes which impose burdens onlabour
and capital and compensations, which don't as they are
returning 2 value given. Tt becomes easier to express a
distinetion between “good’ and ‘bad’ fiscal payments.

¢} Weakening the landlords ciaim to compensation

The term immediately makes it clear why comgpen-
sating landlords for loss of rent is morally dubious - the
community ‘would be compensating them for havmg 1o
pay compensation! It would not obviate their case butit
would help weaken it in public dlscussmn

d) A useful analogy for an .economic science
'Compensation’, with ifs origin in the Latin ‘com’,
meaning ‘with’; and ‘pensare’, meaning ‘to weigh® (the
OED gives the Latin sense as “to weigh one thing against
another”) and its use in mechanics; has a connotation of
precision and balance suitable to aGeorgist s socml science
and politics. More specifically, the OED gives the' mean-
ing of the mechanical use of the word ‘compensate” as,
“To provide with mechamca] compensation, to make up
for (the variations to which a pendulum is Tiable)”. This
seems peculiarly suitable to an economic theory. which
maintains that compensating the community for land
value advantage, through the paymentof marketrent, will
‘compensate’ for the wilder swings of the econcmy Whlch
aie driven by land specuiation. I

¢) Other reference book definitions

Other meanings of ‘to compénsate’ in the OED- would

sit well with a Georgist usage aid are as follows:
1) To counterbalance, make up for, miake amends
2) To be an equivalent, to make up for. -
3) ‘A compensation’ is given as: “that whié:h is

- given in recompense, an equivalent.rendered, remunesa-

tion, amends”.
4) Roget’s Thesautus gives ausctul syuonym w:th
a-double entendre on both value and hope - ‘redeem’.
The length of the word is not a problem - it would
soon get shortened to “‘comps”’! Pay your comps'

Compensatzon

'‘Compensation’ alliterates well with commumty
Does any phrase better express the central Georglst
relationship betwéen the individual and the soc_lety that
nurtures him than "Community Compensation®

AN INVITATION TO READERS OF LAND & LIBERTY

OPEN FORUM is an innovation in the pages of Land
& Liberty: four pagesdesignedto give land reform activists
the opportunity to share their experiences and views.
Land & Liberty believes that the global movement
that has kept alive the philosophy of Henry George
throughout the 20th century is moving into a new phase.
For a variety of reasons, Georgist organisations on
three continents are now critically questioning traditional
strategies for explaining their plans to the public.
Some activists believe that the time has come to revise

fundamental coneepts. Even the names of orgamsatlons
are being challenged.
* What is the image that shou]d be prc)Jected to a
sceptical world?
* Which are the cotivincing techmques for educatmg
people, and what does it take to deploy them?: -
Readers are invited to subrnit their- thoughts 10
OPEN FORUM,
177 Vauxhall Bridge Road,
London SW1V 1EU, UK.




MACHO POLITICIANS

POLICY-MAKING in Washington is assuming a

dream-like quality, as the Republicans on Capitol Hill
flex their muscles and begin to implement their vote-
In a court of law, that contract - 1t gave Repub-
licans a land- R B
last Novem- GU NN IN G
ber-wouldbe
it was written.
But what if it is enforceable'? Iri that case, the US
a detertoration in the finances of the nation that was
last seen under the supervision of tax-cutting Ronald

winning Contract with America..

slide victory

thrown out as being not worth the paper on which
is headmg fora rapid escalation in the federal deficit,
Reagan.

THE CONTRACT declares that Congress will leg-
islate to “make us all proid _agéj'n of the way free
people govern themselves”,

. And what do the macho men from Washington

~ - plan 1o do to restore the nation’s pride? First, they
wantﬁscalrespon31bﬂ1ty Theywant
a “balanced budget”. Y &

What they do not reveal is that, FR
to cook the books, it will be neces-
sary to shift the costs of current spending on to the

- children of future generations. - _

But Congress has not forgotten the current gén-
eration. It plans to pass a Personal Responsibility Act,
the centrepiece of which is to withdraw financial
support for illegitimate children and children whose
parents are receiving welfare subsidies. _

How will such legislation translate into a massive
mcrease in the federal debt? Congress wants to cut
revenue from taxation. For example: it wants to grant
a $500 per child tax credit - to reduce the burden on
people earning up t0 $200,000 (£131,000) a year. That
onestuck in the throats of 102 Republicans who signed
aletter on March 21 urging that the credit be restricted
to those earning less than $95,000 (£61,000).

To show that Republicans are the hard men of
politics, they want

* an effective death penalty

* more prisons

* deportation of illegal immigrants
* weaker controls over police investigation.

BUT NOT everyone is in for a hard time from the
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ONGrESS Ty
New Republicans led by Newt Gmgnch ler’lfg the
record of the first Republican president, Abraham
Lincoln, they promise responsible government. Land-
owners will be the main beneficiaries. This is con-
sistent with the philosophic roots of the American
constitution (written for land speculators by land
speculators).

For example: there is to be a reduction in the
capital gains tax. The principal economic result; an
increase in the value of land hoarded by speculators.

This is matched by a $2.7 bn cut in rent subsidies for
the poor.

. And: compensauon from. the government for any

- reduction in the value of property

THE due to Iimitations on the use of that

A el property. That jeopardises land-use

' planmng, and is a free gift to com-

pensation- seekmg landowners who will be able to

apply for rezoning - and then demand “compensation™

if the authorities turn them down (i.e., fimit the value

of their land).

ACCORDING to the Congressional Budget Office,
the underlying deficit up to 2002 is 4.4% of GDP.
The numbers will be worked and reworked, as eom-
mentators try to guess whether President Clinton will
cave in 1o the demands of adversaries on Capitol Hill.
Whatever happens, one thing is clear. The Con-
tract with America reveals no understanding of what
makes a modern economy work, or how to rebuild
a moral so-

Yy ald | Oy ciety. The

BASTARDS 2.

therefore,

is frightening. The US is destined for a further round

of civic harshness matched by a rise in crime and a

decling in the quality of life for everyone except those
tich enongh to retreat behind private stockades.

UNEMPLOYMENT is now en-
demic in the world. It is estimated
that 120 million people are unem-
ployed or under-employed. And
over one billion people are living
in poverty.

Policy-makers are at a loss to
understand what to do about the
crisis. They resort to talk about the
need for more “de-regulation”.
This is their way of confessing that
they have no plans for action. But
by “de-regulating” the markets, they
effectively cut people loose to fend
for themselves in an economic
system that is demonstrably inca-
pable of liberating people to earn
a decent living by their labour.

There are a variety of explana-
tions for unemployment which,
superficially, appear plausible.

One of these is that people are
insufficiently trained to meet the
challenge of the age. The evidence
from Britain shows how imp‘rob—
able is this theory.

In 1993, tens of thousands of
middle-aged men over the age of
35 dropped out of the labour
market, according to a report by
the Trades Union Congress. These
are people whose skills remain
valuable. This began to emerge in
1994, when it became clear that
there was a growing army of down-
wardly mobile middle-class profes-
sionals: highly-qualified specialists
having to resort to coenveyor belt
jobs to make financial ends meet.

This problem of redundant
men - rather than redundant skills
- is partly disguised by the increas-
ing number of people who are
having to resort to self-employ-
ment. Onefifth of men over 45 are
now in this category.

According to a survey by the
Economic and Social Research
Council, job insecurity is the big-
gest worry among all ¢lasses. An
analysis by The Times has revealed
that professional people in the
highest social class had suffered a
267% rise in joblessness between
1990 and 1994, seven times. more
than for skilled non-manual work-

T Y

and the Labour Market

by Ian Barron

ers. Conservativeideologistsare in-
creasinglyworried by these trends,
Nonetheless, they seek to justify
the “reforms” of the Thatcheryears,
even while they begin to confess
thatthereis some_thingfundamen—
tally wreng with an economic sys-
tem that prevents willing, able-
bodied people from working.
One of them, David Willetts,
the MP for Havant, plaintively asks:
“Now thatwe have amore competi-
tive labour market with lower costs
than our continental competitors,
‘where do we go- from here?”
The answer comes in several
*forms that can be characterised as
whimsical in character. The truth
is, the Conservativéslack a political
ideology. Having destroyed the wel-
fare state basis to the economy,
they do not know how to reconsti-
tute the systemin away thatis both
economically efficient and socially
fair.

&

ANOTHER explanationisthatjobs
are being captured by a cheaper
workforce in Third World coun-
tries.

This, too, is an implausible
theory. For the relative wages of
production workers in developing
countries has also fallen. There is

no convincing evidence that jobs

are beingrelocated in those coun-
tries, at the expense of workers in
the so-called rich nations.

So where does this leave the
policy-makers? Their strategies are
calculated to deepen the global
crisis of unemployment:

* They call for further cuts in
wages and living standards in the

name of mcreased compemlve— _

ness”. This is a self-defeaung strat-

egy, for it would shrink the aggre-
gate demand for goodsand trigger
a further round: of bankmp!:cnes
and loss of jobs. s

* The IMF coniinues to insist
on “stabilisation programimes”that
have the effect of shrinking public
sectors and prwate welfare. just
when there is a need for more
spending. Third. World govern-
ments may appea] for help in fi-
nancing théir debis, but ‘the IMF
now insists that the debt CI‘ISIS is
over. R
But according -te Oxfam’s
policy adviser, Patricia Feeney:
“Perhaps the fact that the IMF has
received some $2 billion more in
repaymentsfrom Africa thanit has
provided in new loans since. the
1980s explams why the fund does
not want the spothght turned on
debt”. '

THE ROOTS of the jobs erisis are
now camouflaged by defective ide-
ologies and uriworkable insotu-
tions. . ‘ :
Theworld needs anew strategy-
for employment, one that wo_uid
liberate workers anid restore their
dignity. “The markets” are not
workmg, but the explanauon wﬂl
not be discovered while policy-
makers continue to examme the
problem excluswely intermsofthe
labour and capital markets, Whl]e
ignoring the imperfections in thé
land market.




ECOLOGY AND TAXATION

A HOLISTIC STRATEGY FOR
ENVIRONMENTAL SECURITY

TRADITIONALLY, people re-
spected nature, the community
and the individual. This was a
holistic relationship. It was sus-
tained by a sophisticated set of
rights to land linked to the
correctsystem for financing the
public sphere of life.

The abuse of nature stems
from the same forces that en-
courage us to abuse our com-
munities and to abuse people.
My analysis, of past mistakes
applies to both capitalist and
communist societies. The dif-
ference 1s one of scale only.

We cannot solve the ecology
crisisifwe donotdevelopaplan
for the comprehensive renewal
of civil society. This plan must
include the restoration of the

.rights of every citizen.

PROGNOSIS. We have lost
the traditional understanding
of the intimate connection
between ecological security,
social harmony and individual
liberty. Taking into account the
laws and attitudes of modern
society, we can say that mem-
bers of the CIS will fail to de-
velop a plan for rescuing their
environment from further deg-
radation. Because of the eco-
nomic crisis in your countries,
we can expect a deepening of
the environmental crisis. This
will correspond with the further
loss of civil liberties of the citi-
zen.

Can the problem be solved?
Yes. There is no mystery about
the mechanism thatprovidesthe
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BY FRED HARRISON

MEMBERS of the Commonwealth
of Independent States - ten repub-
lics of the former USSR, exclud-
ing the Baltic countries - met for
a top-level conference on the en-
vironmental crisis on March 1.

The CIS Interpariiamentary As-
sembly’s ecology committee is
searching for solutions to the dam-
aging Soviet legacy. Senior govern-
ment ministers were addressed by
three members of the European
Parliament and Fred Harrison of
London's Land Pelicy Council.

The conference was held in
the palace used by the Duma in St.
Petersburg before the 1917 revo-
lution. We print here an edited
version of the speech by Fred
Harrison.

solution.

Can the problem be solved
in time? Yes, if you adopt the
correct policies.

Are there a range of policy
options from which to choose?
No. There is one policy only
that offers the comprehensive
solution. This policy integrates
the needs of the environment

.with the needs of society and

the needs of the individual.
What is that policy? Every-
one must pay for the benefits
theyreceive from the use of land.
If they extract minerals from
the carth, they must pay rent.
If they pollute the air, the river,
the occan, they must pay rent.
They are using those resources
of nature as dumping grounds,
and that dumping ground
should not be treated as free.

What is the general model
for achieving this?

First, the framework is the
free market. It is in the market
that rents are freely set by peo-
ple who compete for the use of
land.

Second, no-one should be
allowed to use any part of na-
ture without paying the market
rent.

Third, the rent of land must
be socialised. This means that,
as people compete in the mar-
ket, the more rent they offer the
more revenue is received by the
government.

This third point serves two
main purposes:

* it provides the financial
incentive not to damage the en-
vironment. The less you dam-
age, the less you pay. As users
become more efficient, they
reduce the rate at which they
deplete scarce resources. This
pricing system is the most effec-
tive policy for conservation.

* socialised rent provides the
money - the natural fund - from
which to clean up the damage
of the past. [nvestment in good
ecological practises raises the
rent of land, especially the rent
of locations in cities. This in
turn increases public revenue.
Theadoption of sustainable eco-
logical practices also improves
the quality of the social environ-
ment. This reduces social and
economic problems which in
turn reduces the tendency to
abuse nature.

An example: paying rent for .

land removes the financial basis
of land speculation. This leads
to compact cities rather than
the urban sprawl that character-
ises the modern city, which eat
upfertile foodgrowinglandand
creates the kind of transport
system that pollutes the air.

The historical lesson: if you
have a rational social and eco-
nomic policy, you also have a
rational ecological policy. We
can put it the other way round:
you cannot have a rational eco-
logical policy if it is not also a
rational social and economic
policy.

Question: will the CIS mem-
bers adopt the rational policy?
No. Why? Because you want to
copy the system of property
rights and taxation that we
employ in the West.

Conclusion: history shows
that the great civilizations dis-
appeared as a result of ecologi-
cal crises. We need not suffer
that fate. We know what is the
correct policy, and how to im-
plement it. But the people who
control society are the oneswho
controlland. Theymake money
from the practices that have, as
side effects, the destruction of
ecological security. So they will
continue to put our societies at
risk.

China and members of the
CIS have the best political op-
portunity to adopt the correct
policies. This is because you
abolished the power of the land-
lord class. But today you are
challenged by the ideological
power of the West. Russia, in
particular, is being forced by
western financiers to adopt the
system of public finance that
encourages damage to the en-
vironment. '

But the pressure to privatise
rent is not coming exclusively

from the West. There are inter-

nal pressures from the bureauc-
racies to create monopoly con-
trol over land. This monopoly
powerwas described by Winston
Churchillin 1910in these terms:
“Land monopoly is the mother
ofallmonopolies”. Itis the main
weapon used by landowners to
abuse the community and the
environmernt.

The optimum solution in-
volves the restructuring of taxa-
tion. It involves reserving the
rent of land as public revenue
and removing taxes from wages
and profits. This one tax policy

simultaneously provides the

maximum incentive to investin
the production of new wealth
and reduce damage to the
environment. )

~ Western politicians pay lip
@ervice to the need to create

R

Coapy

R oottt

MEH{HAPHAMEHTCHAH ACCAMENER

FOCYAAPCTB—YYACTHHKG
COAPYIECTBA HE3AB ros :
u
—ZOBHCHMBIX rocysapcTa

Mem rocygapcreennwii 3HONOruyY

MEXXJIYHAPOIHAS
HAYYHO-IIP AKTHYECK AS]
KOH®EPEHLMS

MpoGneme OXPaHb OHPYHKaoues cpefb
B rocyfapcTeax Coapymecrsa

new jobs, increase productivity
and protect the environment.
In practice, they promote tax
policies that have the opposite
effect.

In Russia, the laws and -de-
crees that define payments for
the use of land transfer the
largest part of rents to private
users. The people who benefit
include the so-called “manag-
ers” in the public sector. This
is larceny on the grandest his-
torical scale. :

Unless you have the wisdom
to challenge the West’s philoso-
phy of taxation, and the cour-
age to adopt the correct policy,
you are all wasting your time
today. You might as well retire
to your dachas, enjoy your pri-
vate lives and not worry about
ecological security. .
DECLARATION on the Philosophic
and Moral Basis of Propertyin Land:
see p.i6 : T
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THE MORAL BASIS OF
RIGHTS IN LAND

ﬁ‘THE ST PETERSBURG DECLARATION ##

LAND includesall the resources
of nature, including urban
space, the fértility of rural land,
the resources of seas, rivers and
oceans, and -air space.

Land is the common inher-
itance of humanity. Every indi-
vidualhas the natural and equal
rightofaccesstoland: Theequal
right of everymember of society
corresponds o equal duties.

This right is universal, and

is recognized by the représenta-

tives of all philosophi¢s and

" religions as-a birthright. It-was

observed in a practical way in

ancientcultures, whén accessto

land was provided on the basis

of the equal right of every

member of the tribé.

The peoples of Russia énd
of the CIS countries have the -

~ cultures of both the West and
* Eastin them. Today, once agdin,
they have the opportunity to
adopt the philosophic and
moral basis of property rights to

land in accordance with the
wishes of the majority of the'

population. Mutual agreement
has to be achieved on the fol-
lowing principal problems:

PRIMARY RIGHT TO
PROPERTY IN LAND

LAND belongs to everybody as
a birthright. This was accepted
by ancient cultures, whose sys-
temn of rights was developed to

MINISTERS of the €IS govern-
ments who led their delegations to

the ecology conference in St.

Petersburg (report: page 14) re-
ceived a statement on the moral
aridphilosophical basis of rights in
land drafted for the conference
and 51gned by:

" * Dr. Anatoly Shesterjuk, pro-
fessor i the Faculty on Legal En-

vironm en_tal ‘Protection, St.

Petersburg State University, whois
Chairman of the Board of St.
Petersburg Lawyers® Association
* Dr. Galina Titova, - St.
Petersburg Research Centre for
Ecological Safety, Russian Acad-
emy of Sciences
* Tamara Chystyakova and
Tatyana Roskoshnaya, Eco-grad, St.

. Petersburg

-* Fred Harrison, Land Policy
Council, London

provide the opportunity for
everyindividual to use sufficient

land for survival. Those rights

included:
* the exclusive right to oc-

“cupy and use land, which is the

right of possession;

- * the right to transfer the
use of land while selling build-
ings and improvements on the
land;

* the right to inherit and
transmit by inheritance,

But those rights did not in-
clude the freedom to

* threaten the welfare of so-
ciety bydamaging or destroying

the environment;

* privatise what is called the
Economic Rent of land, which
isthérevenuereceived asaresult
of better natural features and
the location of one land site
compared with others.
DUTIES RESULTING FROM
RIGHTS TO LAND

ECONOMIC Rentis the annual
value of urban and rural land
and other natural resources. It
is created by -the whole of soci-
ety: 3 X

Economic Rent can be pre-
cisely measured when individu-
als are free to compete for the
right to use land under condi-
tions of the free market. This
approach provides the optimum
revenue for both society and
the individual. '

Therightto possessland and
use other natural resources
should be matched by the duty
to pay Economic Rent to soci-
ety. Development of the mecha-
nism to extract and use rent for
public purposesguarantees that
everybody has an equal share of
natural welfare even ifhe or she
istot a direct possessor of land.

THEROUTE TO PROSPERITY
THROUGH RENT REFORM

NEGATION of the communi-
ty’s rights to land is the main

s e

obstacle to the realisation of the -

rights of the individual.

The privatisation of Eco-
nomic Rent is the main instru-
ment for oppression. It results
in serious social and ecological
consequences.

Social renewal is possible
onlywhen the right to possess cor-
responds to the duty of the pos-
sessor to pay ecomonic rent. This
new system of public finance
would enable government to
abolish the taxes that prevent
the growth of public welfare and
the living standard of the popu-
lation.

CRISIS OF POLITICS
IN RUSSIA

NOTHING can prevent Russia
and the other countries of the
CIS from becoming prosperous
societies. They are rich in natu—
ral resources and the popula~
tion is well educated. The crisis
they have isa political one. This
stems from the lack of agree-
ment on the moral and philo-
sophic basis of property rights
to land.

New laws and deécrees con-
tradict each other and do not
correspond to the interests of
the population. They remove
the individual’s natural rights
and they are the social cause of
corruption and criminality. This
can be illustrated by western so-
ciety, which is the social order
of the land owners.

In post-Soviet countries
there exists a serious thireat that
science, culture and legislation
will serve monopoly power,
which the new class of owners
and civil servants of the federal
agencies are demanding for
themselves. »

Ifgovernmentactsinaccord-

ance with the correct prineiples

of propertyrights to land, itwill

be easier to undertake impor-
tant reforms, including those
contributing to the problem of
sharing the public revenue
between the budgets of the
various tiers of government.
In drafting their new consti-
tutions, Russia and the other
CIS countries should not rely
only on the constitutions and
legislation of western countries,
for they were written by the
representatives of the class of
land owners to protect their
interests and rights to land.

THE PRECONDITION FOR
SOCIAL RENEWAL

ADOPTION of property rights
that correspond to historical

. tradition and the modern inter-

estsof societyand the individual
(via equal rights to land and
private property in capltal)
permits harimony in the mate-
rial and spiritual progress of
society.

The precondition for the
moral renewal of Russian soci-
ety 1s the guarantee of natural
rights on the basis of Russia’s
ancient tradition of public de-
bate and social consensus.

Thisapproach toanewworld
order is the only one based on
principle. Itisformulated in the
documents of the UN confer-
ence on the environment held
in Rio de Janeiro in 1992 and

approved by the Russian Gov-

ernment as the basis for a strat-
egy for stable and ecologically
safe economic development.

GEORGIST PLAN FOR
A POST-COMMUNIST
GEO-NOMICS

THE Georglst theoryof public: finam:e

offers the most effective strategy for

transforming post-Soviet economies

while slmultaneously addressing the

ecological crisis created hy commu-"
nist economics.

The detailed exposmon of  this
thesis is presented by Fred Harrison
in his contributions to. two hooks.

The first; written while Mikhail
Gorbachev was still the Communist
Party boss of the Soviet Union; ex-
plains the ethical basis of aland-rent
fund thatcould be established to share
the costs of cleaning up the environ-
mental damage inflicted by mzgrxisim,'

The second stidy appedrs it a
book devoted to the ecologicil prob:
lem in the European contéxt.! Edited
by Sara Parkin, one of Europe s lead-
ing environmental campaigners, this
studyexplainshowthe Georg__lst model
could help the USSR to: remain-as a
political unit while devolving powet to
its constituent units (the republics).

Since 1991, the Soviet empire has
broken up. But the environmental
problem is so overwhelming that it will
take an international effort to:solve
the problems created, for example, by
Chernobyl. .

That means the plans elaborated :
by Harrison remain valid, But to suc-
ceed, the republics of the Common-
wealth of Independent States, which
succeeded the USSR, will have to col-
laborate by pooling ‘the: rent of land
and participating in a common strat:
egy. :

L. Richard Noyes (editor), Now the Synihe-
sis: Capitalism, Socialism & the New Social
Contract, published by Shephicard-Walwyn
(London) and Holmes & Meier (New
York), 1991. This volumie can be bought
from CITLid,, 177Vauxha}andgeRoad
London SWIV' 1EU, £14. 95 '

2. ‘Sara Parkin (edntor), Green Izght on
Em‘ope 1991. PubhshedbyHetencBooks,
PO Box 247, LondonN17 9QR, Eng]and.
£9,95, US$16.95; A$24.95. :




LAND SPECULATORS moved fast to
exploitthe riches thatwould flow from
the new trade arrangements between
Mexico and the United States.
When it comes to thinking big,
no-one can match the Reichmann
brothers, .the Canadian developers
whose legacy to London is the ill fated
Canary Wharf. In November 1993,
backed bymoney from financial specu-

lator George Soros, the brothers

announced three mega-deals for
Mexico City:
* A shopping, residential and
. office centre in Alameda, an old part
of town that had been flattened by the
carthquake m 1985;

* a 42-storey office tower in Av-
enue Reforma, the financial district;
and

* a 20-acre commercial and resi-
dential village in Santa Fe, on the
western edge of the city.

The numberslocked good: devel-
opers had been reaping returns on
their capital of around 30-40%. But
even as the Reichmanns announced
their plans, observers were pointing to
a huge oversupply of office space.
And: thingswere stirring in the jungle.

The landiess peasants of Chiapas were

mobilising themselves into a fighting
force that would challenge the capac-
ity of the government to engineer an
economic miracle.

A little more than 12 monthsafter
the Reichmanns announced their land
deals, the crash came. President
Clinton put together a $20bn rescue
loan, but on March 22 some of the
private banks grew nervous and with-
drew $3bn. President Ernesio Zedillo
is now under siege from the interna-
tional financiers and rifle-toting peas-
ants.

THE foundations of the modern

take much to trigger a financial earth-
quake, '

Foreign investors had assumed
that, safely locked into the US’s
backyard, Mexicowasa haven for their
investments. It took the Zapatisias to
prove them wrong.

The war has continued for 12
months, and is now spreading beyond
the jungle. Landless peasants are
occupying cattle ranches and growing
maize and beans, which is causing
shootouts and the death of squatters

: who are no maitch for hired killers.

The army is now employing counter-
msurgency techniques developed in
Guatemala and Peru in the 1980s.

These events demonstrate that we
are all at the mercy of the global
£conomy.

* Mexico's financial crists, which
is due to a combination of intense
land speculation (in 1990-92) and the
political crisis, has caused 2 deterio-
ration in the US trade deficit. The
drop in exports to Mexico contrib-
uted to the trade deficit, which soared
to $12.2bn (£7.7bn) in January.

*InBritain, the governmentraised
interest rates to 6.75% in February in
the hope of preventing the pound
from suffering from the crisis in
Mexice, Homeowners and entrepre-
neyrs had te pay more for their loans,
making it increasingly difficult for the
British economy to recover from re-
cession.

The Zapatista rallying cry - “Land
and Liberty!” - is again mobilising the
landless peasants of Mexico. But
whereas in the past the impact of the
ensuing conflicts were locally con-
tained, today the rest of the world is
affected. This drives home the lesson
that the fand question ought to be
back on the agenda for the interna-
tonal agencies that are supposed to
be searching for solutions to world
problems.

Mexico is typical of Third World
couniries that remain locked into the
grip of an ideology that will prevent
economic development and political
stability. In the shortterm, a large
number of workers will be thrown out
of work: according to the latest survey,
Furn to page 19 ==

45%, of fitens expect to sack part of

their workforce, and 16% expect to
chose altogether, This will frighten
foreign investors, whose capital is
necessary if the Mexican anthorities
are to be able to maintain a semblance
of political stability.

Butitwill getworse, thanks to the
failure of philosophy. The Mexican
authoritics are told that, to rescue the
economy, they will have to sacrifice
people’s living standards - 20% of
whom already live below-the poverty
line.

The finance ministry has begun
to raise taxes and cut spending, ina
strategy that will deepen the crisis.
The overriding concern of the govern-
ment is to reassure international fin-
anciers by shoring up the exchange
rates and stock exchange indices. But
the reciprocal of financial success - if
it is achieved - will be a deepening of
social discontent and political insta-
hility.

The ruling Partido Institucional
Revolucionario has been in power
since 1929, when Emilio Zapata fought
for freedom. In recent years, Mexico
has weakened the land rights of the
peasants in the belief that this was
progress to “modernity”. If there is to

be prosperity and justice in Mexico, .

the government will have to re-exam-
ine the meaning of “Land and Lib-

erty .

GRORGE & DEMOCRACY
IN THE BRITESH ISLES

Dorothy and Will Lissner
(Editors)

Acollection of reports by econo-
mists, historians and specialists
in other social sciences, estab-
lishing the significance of Henry
George’scampaignin England,
Scotland, Wales and Ireland in
the 1880s, in which he advo-
cated democracy based on his
ideas and those of Paine,
Jefferson, Thoreau and others.

Obtainable from:

Land and Liberty Press,

177 Vauxhall Bridge Road,
London SWIV1EU. Price £6.75.

Bank denies it bows to

THE BANK of England, which is re-
sponsible for Britain'smonetary policy,
is campaigning to defend its perform-
anice. ‘

RupertPennant-Rea, speaking just
before he resigned as Deputy-Gover-
nor, defended the bank’s concernwith
policies that stress the need to curb
inflation. He said that misconceptions
made the bank look irrationai - “bow-
ing before pagan images while reallife
goes on elsewhere”.

But, he says, the bank does not
place overriding weight on financial

markets. And to prove it, he analysed

the bank’s latest Inflation Report. Out

of a total of 241 paragraphs, the tally
broke down as follows:

Costs and prices . 83
"Real economy - il4
., Monetary developments 19
% Financial markets 25

He told Manchester bankers on
February 23: “In practice, we look at
many more than a dozen indicators
- and 50 we should, because we would
be foolish to ignore anything that
might shed light on the outlook for
inflation”,

Unfortunately, the bankisnotable
to track the price of land, because no
such indicator exists. That was the
reasont why economists - including
those at the Bank of England and the
Treasury - were hopelessly misin-
formed about trends in the late 1980s.

The land boom began m 1986. It

n images”

drove the ECONOmY i directions thiat
were not visible to the policy-makers,
who thought the economy was buoy-
ant - un} it started o crash-dive in
1990. Their analysis was not helped by
the inflation ndices, of which there
are a variety - three of which are iflus-
trated m the graph below.

In the past 15 years, governments
have redefined inflation to it their
political aspirations. Uniil the 1970s,
everything was included in the Retail
Price Index. Then the Labour govern-
ment excluded the price of food, the
volatility of which made the inflation
figures look bad.

Premier Thaicher then devised
the Tax and Prices Index: popular
with ministers wher tages were going
down, butunhelpful when taxesstarted
to rise.

Nigel Lawson then objected to
the Retail Price Index because it in-
cluded mortgage interest rates-which,
under his chancellorship, were rising.
Thus was born the RPI{X), which
excluded mortgages!

Now, the Tory government has
shifted to the RPi{Y}, which also ex-
cludesindirect taxes-which have risen
under John Major’s premiership.

Experts continue to disagree over
whether the cost of housing should be
included in indices on inflation.

Pagan or not, the symbols thatare
used for inflation are gooed for those
who have faith in the skills of the
monetary authorities. But they are of
little use to social scientists.

== APl

| == HARP index
== RPIX




BRITAIN’S tax system is in danger of collapsing,
according to the Institute of Taxation. But the
appeal for a royal commission is rejected by the
Treasury, which does not want a too-binding com-
mitment to do anything about the way in which
people’s incomes are plundered by the State.

‘But reform of taxation would not only benefit
the payers: it would also help the taxman, who has
to administer a fantastic system.

* Did you know that there are dogs, and there
are dogs? According to the tax code, discrimination
that would not be tolerated by the equal oppor-
tunities legislation in the

Margaret Thatcher came to power in 1979.

The Adam Smith Institute calculates the day of
the year on which the average employee has earned
the equivalent of his annual tax bill. This year,
earners will have to work until May 29 (not includ-
ing holidays) to keep the taxman happy. Then he
can start earning money to pay his mortgage...

Itis not surprising, therefore, that the Treasury
does not want too close a loot at taxation. Fven
so, it has given its blessing to an unofficial enquiry
that is based at the Institute for Fiscal Studies.

Lord Howe, aformer Chancelorof the Excheg-

uer, is heading an inde-

labour marketisacceptable

in the dog market. House- Working for a living, these days, is a dog’s
life. If you want to keep more of your
earnings, you have to be as fleet-footed as

"hold dogs must continue
to pay value added tax on
their food. Greyhounds,
because they are racing

a greyhound

pendent group that will
review the UK’s “complex
and inefficient” tax system.
The Bank of England has
donated funds to il the
enquiry, which will “focus

animals, receive their food

VAT-ree. To be zero rated, however, the food must
be “a complete feed providing all the required
elements for a balanced diet for a dog”.

*Thinking ofgrowing alawn? Customs & Fxcise
maintain that grass seed. should be zero-rated
because it is used as animal feed, but pre-germi-
nated seeds were designed for commercial pur-
poses and should be subject to VAT. However:
because the pregerminated variety is widely zero-
rated within the industry at present, exemption will
continue “for the time being”.

* And then there’s the loss of revenue. If you
buy your beer in Britain, you pay tax. But if you
buy it in Calais and ship it across in your car, the
lower tax rates mean you save a lot of money.
According to the Henley Centre, Britain’s Treasury
loses £150m because of the crosschannel beer-
shopping sprees by drinkers!

Can you blame people for wanting to avoid the
taxman? As a result of tax increases in last Novem-
ber’s budget, the typical worker will give an extra
five days’ labour to the government. Employees
now work 142 days for tax - 1¢ more days than when

on the workability of the
system rather than policy™.

Yet it is policy that matters. To make any
difference to taxpayers, taxes have to be abolished:
tinkering at the edges of the system, worrying about
the minutiae of administration, will do nothing to
reduce the costs and complexity of the system.

The government is already using all of the card-
sharp’s three-card tricks it can muster to con people
into thinking that it is making life easier. For
example, from thisyear people will enjoy the benefit
of “self-assessment”. The government has sold this
“reform” on the basis thatitgives greater “freedom”
to people to declare their taxable earnings.

In reality, this is a ruse for shifting more of the

costs of tax collection onto the payer, who will have

to employ more accountants and lawyers to com-
pile hisreturns to the Inland Revenue. And to make
sure that the payer is not avoiding his obligations,
the Inland Revenue plans to give inspectors wider
powers of search and entry.

Working for a living, these days, is a dog’s life.
Ifyouwant to keep more of your earnings, you have
to be as fleet-footed as a greyhound.

AMITAIL ETZIONI is a US professor
with a mission: he wants a renewal of
community, to balance the individualism
on which he blames so many contempo-
rary social problems.

Fragmented familics in the inner city
ghettoes, he claims, are the result of
seifishness at the expense of community.
The sense of duty and obligation has been
Iost and needs to be retricved.

From whence does the malevolent

mfluence of selfishness spring? Not from
amalfunctioning economy, he insists. To
blame the economic system is to resort
to 2 vulgar marxist determinism: such an
explanation won’t do, in his view, be-
cause “morality drives the economy” -
not the other way round.

Etzioni’s communitarianism, inother
words, is profoundly conservative. He
frankly acknowledges that the global
movement that has sprung up around his
philosophy accepts the status quo - the
“shared valucs™ of the American consti-
mtion, for example, which would not be
threatened by the emergence of a new
morality based on communitarian ethics.

POLITICALLY, Etzioni is proving tobe
influential. American Republicans and
British T.abour ieader Tony Blair are
atiracted by the emphasis on the need to
retrieve communitarian behaviour.

Insofar as the argument develops the
need to reintegrate the individual into a
healthy society - building from the func-
tional family to the stable community -
this is hardly exceptional. What is alarm-
ing is the denial of the influence of some
fatal systemic feature.

» Common sense tells us that when
women are driven (o abandon their chil-
dren to go to work, so that the family can
meei the mortgage payments, tensions

will arise thatlead tobreakdown in human
relationships.

= Casual observation reveals that
decay in the core of our greai cities has
something to‘do with poor housing, frag-
menting communities and the social al-
ienation that results, for example, in the
flecing of the middle classes to leafy
suburbia.

» Protracted periods of vnemploy-
ment even for the educated professionals
suggests that anxieties stemming from
economic insecurity has a corrosive ef-
fett on breadwinners, who might be
tempted into escapist behaviour of the
kind that undermines the primary bonds
of family and community.

THESE forces are explained, in part at
least, by an economic system that de-
prives people of the liberty to determine
their moral behaviour. It suggests an
Ooppressive economic environment over
which the individual has lost control of
his destiny,

In arguing this, however, we are not
accepting a banal determinism: the argu-
ment that people are robots without free
wills. For if determinism did ruie, there
wouki be no prospect of change in the
rules of the game, such that people could
begin the process of rebuilding the
bombed-out communities.

On the other hand, the critique of
commumnitarianism is equally sterile. One
version, provided by Oxford don John
{Gray, maintains that the threat to com-
munitics is the trend to globalisation of
economic life: from free trade to the
electronic mobilisation of capital *

This is a wholly unsatisfactory reply,
for itignores a process that has been with
us for two centuries. The destruction of
communities hasbeen a persistent feature

of industrial society, and is causally
unrelated 1o free trade or the mobility of
capital. T

This is not to say that the threat is
to be found in the industrial mode of
production: it isn’t. Industrial society is
a distorted social system, but it was born
as a spastic, nurivred in the womb of a
sei of property rights that prevented it
from flourishing, from realising its full
potential. :

We nced only look at the tax sysiem

‘1o see how society, through government,

inflicts a punishing regime of disposses-
sion on those who seek to improve peo-
ple’s productive capacities. Why' does
government adopt an injurious form of
public finance? Because it is not allowed
to employ the most sympathetic form of
revenue-raising: drawing finance from
the natural fiscal base, the rent of land.
This one insight enables us to. ana~
lyse just about every social problem that
ought to concern ‘the communitarian
moraliser. For these social problems create
a weight of prejudice against the liberty
of the individual which, from time to
time, explodes in the form of anti-social
behaviour. oo
The world is currently passing
through such a phase. These are danger-
ous times, becaunse the social problems
- when pinned on theallegedmoral failings
of individuals - invites simple-minded
solations that are traditionally associated
with the extreme right in politics. And the
morality of the extreme right, as we know
from history, leads to some devastating
reactions in the pursuit of a false path
back to stable communities. '

* John Gray, “Hollowing out the eore”,
The Guardian, Loadon, March 8, 1995,




BRITAIN’S Chancellor of the Excheq-
uer, Kenneth Clarke, says that voters
won’t “feel good” before the next
general election. Thisfrank assessment
has created panicin the Major govern-
ment, which wants a heightened sense
of “feeling good” among the elector-
ate before going to the polls.

Unfortunately, no-one can agree
on what it would take to make con-
sumeys feel good enough to go cut
into the High Streets and spend their
money. The government must bear a
large part of the blame, for it keeps
issuing contradictory assessments of
the state of health of the economy.

The government, however, is it-
self the victim of conventional notions
of economics. This is illustrated with
policy ont the housing market.

* Rising house prices make own-
ers feel richer. This encourages them
to spend money. That expenditure
then translates into lengthening or-
der books for manufactured goods,
which in twrn stmulates investment
and employment.

* Rising house prices, however,
make life tougher for firsi-time buy-
ers. They also encourage employees
to seek higher wages.

The correlation between transac-
tions in the housing market, and
economic growth, is tracked in the
graph.

THE PROBLEM for policy-makers is
that, while the economy needs invest-
ment in housing, it does not need the
side-effects thatapparently cause “over-
heating”.

Because of the confusion in eco-
nomic debate, families are proving
reluctant to borrow money to buy
consumer goods. They have been led
to believe that static house prices are
bad. In fact, stable house prices donot
necessarilymean that ownersareworse
off. In a peried of low inflation, the

HOUSING TRANSACTIONS AND
ECONOMIC GROWTH
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real value of homes may make this
asset an attractive investient. And
when house prices start torise -as they
will, in some parts of Britain, within
the next few years - the economy will
actually be creating the conditions for
the next slump. The lead will be taken
by the south-east. Here are some of
the reasons:

* The population of Greater
London is projected to rise by about
470,000 betwen 1993 and 2011.

* Britain will receive nearly 1m
immigrants over the next 20 years.
And during that period, the govern-

-mment predicts that the number of
households will grow by over 4 mil-
lion.

*Speculation hasalreadyreturned
to some areas of the property market,
starting with areas like London’s
Docklands.

PEOPLE ougiit to feel good about the
low rates of inflation.

As savers, the real value of their
cash-in-the-bank s not being eroded
as fast as it was in the 1970s,

]
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As borrowers, they are not paying
interest rates as high as they were in
the 1980s.

But people inmitively distrust the
official version of economic perform-
ance. Their instincts are correct, For

- 80 while the Press pundits-many ofwhom

are ready to swallow the official line
presented by the government - are
claiming that inflation is “licked”, the
underlying reality 1s different.

Lowinflation todayisnot the result
of a more efficient administration of
monetary policy. It is the result of
price-slashing by desperate retailers,
and cautious wage settlements by
employees who are anxious to avoid
being made redundant.

Furthermore, dark clouds are
gathering on the horizon.

* Pension funds, now paying out
more than they arc taking in, will
reduce the flow of funds onto the
stock market.

* Some world prices are rising,
which have a serious impact on a

 trading economy like Britain’s.

* The UK economy is about to
bump up against bottlenecks in its
cutput capacity, which will encourage
a rise in wage costs.

Thus, a new round of price in-
creases is in the offing, and the safest
hedge against inflation - once again
-will be land. And as specuiators imove
into the land market, they will be
magnifying the disruptive trends that
lead directly o recession.

Before thathappens, however, the
economy is in for another round of
governmentinduced turbulence. The
ilusion of happy times for some peo-
ple will provoke a response from the
government: more short-term “correc-
tive” policies to “damp down” infla-
tion. And so a new round of confused
policies will be Jaunched, designed 1o
hold production and employment
below their natural rates.

Curing World Poverty

SIR,

Having read Mary Rawson’s review (L&L,
No.1170/1), I entertain serious doubts as to how
carefully she read the book.

Apparently the effort of checking basic facts
overwhelmed her-e.g., the correct title of the work
is Curing World Poverty: The New Role of Property. The
editor, the Rev. John Miller, is 2 Holy Cross Father
(“C.8.C.7), not a Jesuit, and is clearly identified as
such on the cover. While these and other mistakes
may seem trivial, such sloppiness highlights the fact
that much of what Ms. Rawson said about the
contents of Curing World Poverly was also in error.

In her superficial and misleading analysis of the
binary economics of Louis Kelso, Ms. Rawson makes
no mention of the central article on binary eco-
nomics by #rof. Robert Ashford. She then devotes
about a fourth of her review to other locks. Based
on her review, a reader, whether “economically
literate” or not, would have no idea if Curing World
Poverly was worthwhile.

One of the major flaws in Ms. Rawson’s analysis,
which also demonstraies her lack of understanding
of the institution of property, is her ambiguous use
of the word “access.” In Curing World Poverty, the
term is used to describe how property and own-
ership are acquired. Ms. Rawson, however, seems
to confuse “access” with the actual use of produc-
tive assets - and separates “use of productive assets”
from the propertyrightsin productive assets. {These
rights include “use” and are traditionally referred
o as “ownership.”) For example, in her critique
of an article by Norman Kurland, Ms. Rawson
makes “access” and “ownership” mutually exciu-
sive, rather than interrelated, concepts:

“Curiously, Kurland attributes the productivity
to “ownership’, not to access. But it should be
remembered that the Homestead Acts gave access
to land, and on condition the land be used. Only
after a period did users get “ownership’.”

Ms. Rawson repeatedly confuses the right to
property and the rights of property. This distinc-
tion is critical to understanding Curing World Pov-
erty. Unlike Ms. Rawson, Henry George, the 19th

century American social reformer, understood
propertyandbased hissocial and economicinsights

on this understanding. Much of what he wioe

about the concentration of ownershiip of produc-
tive assets is consistent with the analysis in Curing
World Poverty. Ms. Rawson, on the cther hand,
clearly does not understand property, access or
ownership. This is reflected in her analysis, o the
detriment of anyone who actually attempts to gain
an understanding of Curing World Poveriy.

Based soundly on universal principles of eco-
nomic justice, Curing World Poverty offers a pracical
program for addressing the root causes of poverty -
by removing structural barriers to widespread
ownership of productive assets. It airns at a system-
atic - though not immediate - elimination of wide-
spread poverty. In the interim, as noted in the
article “Charity or Justice: Where is the Hope of
the Poor?” charity and other expedients will suill
be needed to address the immediate subsistence
needs of groups and individuals who lack a suffi-
cient ownership stake to generate a living income.

Michael D. Greaney,
Associate Editor,

* Curing World Poverty,

Center for Economic and Social Jusiice,
Washington, D.C.

Special Introductory Offer!
Over 20% reduciion

The Corruption of Economics
reveals how landowners hired professors to wage the
War of Ideclogy against Hemry {eorge

A Philosophy for a Fair Society
explains why the Welfare State must ga - in favour of
the cooperative Georgist socicty

Land and Taxation
provides the most comprehensive analysts of land as
a unique factor of produciion cver published

The first irilogy on The Georgist Paradigrn, (:{i}—npui)»
lisii=d by Shepheard-Waltwyn Lid. and CIT, are oficred
at the special price of £343 ( L85 Can §63; AFE3),
which includes postage and packing.

Sendachequeto CIT Lud,, 177V axhall Bridge Road,
f.ondon, SWIV 1EU.




