THE whip-in of the landed Lords to vote
against amendments in the Poll Tax
legislation was very revealing. The res-
ponse of their lordships was undignified
and the resulting vote questionable on
legal grounds.

Insofar as they were landowners they
were gathering specifically to vote on a
matter in which they were personally
interested. The new property tax legisla-
tion would relieve them of rates on their
country mansions, and bring into charge
workpeople who had never before been
individually rated.

The benefit to each Lord of the Land on
his mansion only couild be counted in
thousands of pounds and the ownership
of his landed property elsewhere could be
benefited too.

Further, the promoters of the legisla-
tion say that the object of the measure
was to ensure that those who benefit
from the expendtture of rating authorities
" should pay. Landowners receive that
benefit, often in'greater measure than
workpeople, for, in urban areas espec-
ially, the enormous land values are the
result of public expenditure and the pre-
sence and work of the people.

Landowners - as such - contribute noth-
ing; they are only takers.

As to legality, Members of Parliament
have to give particulars of their property
interests. The inference is that they
should not vote on matters in which they
could be perscnally financially interested
in the results of the vote.

Magistrates are careful to disqualify
themselves in similar circumstances in
stricter measure, including non-financial
matters. :

One of the richest landowning Lords is
reported to receive £11,000 an hour. Lan-
downers, as such, are ‘unemployed’: no
human can make land.

The amendment upon which the vote
was taken was about ability to pay. That
would create difficulties because it is in

CYNICAL PANTOMIME

* MARGARET THATCHER'S gov-.
ernment mustered the strength
of its landowning supporters in
the House of lords to push
through its Bill aimed at abolish-
ing the residential property tax
and transferring the burden onto
people through the Poll Tax.}
EDGAR BUCK f{right/, a Weish)
lawyer, contests the legality of|
their Lordships’ vote.

any case not possible to get blood out of
stone and there would be enormous
administrative difficulties.

It was at best a palliative and becomes
unimportant when there is a solution
which is economically sound, entirely
beneficial to all our working people and
challenges longstanding social injustice.

A tax on land values - but not on
buildings or other improvements - is an
ideal source of public revenue. Inciuded
would be the levying of tax on unused or
underdeveloped land at its true value.
This would quickly bring it into use. It
would, at the same time, because of com-
petition, halt and gradually reduce the

price of land and solve the housing.

problem.

THE LORDLY trek was reminiscent of the
events leading up to Magna Carta with its
committee of 25 barons together with
representatives of a landowning church,
who saw to it that the collection of details
of landholdings for taxation purposes
(The Domesday Book} was never
completed.

The whole of that operation was the
beginning of the transfer of the-obligation
for the expenses of government from land
to the workpeople. Let us not deceive our-
selves, the present proposals for rates
does just that.

It brought back to mind, too, the back-
ground to the Parliament Act of 1911

Continued on Page 156 ’;
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EUROPEAN ECONOMISTS URGE INTRODUCTION OF LVT

Jolt for

THE OECD has urged Japan to place a tax on land
it states “tends to
discourage the release of underused land.”

It goes on: “Nonetheless, reform is urgent. Distorting
markets and using land inefficiently has (sic) a signifi

values. “The present tax system”,

cant adverse effect on living
standards”.

In other words, inequitable land
tenure and taxation causes poverty.

The Faris-based QOrganisation
for Economic Co-operation and
Development is not a reforming
body so nothing must be expected
resembling open denunciation of
economic Systems as they are.
Nevertheless, between the lines of
the carefully veiled language, and
alongside the customary emphasis
on the minutiae of trade balances
and monetary strengths and weak-
nesses, it is possible to read an all-
too-familiar story.

First there is some recognition of
poverty, and how it is affected by
current economic developments.
For example, although there was a

rise in-domestic consumption dur--

ing 1987, it was to be found movre in
non-wage-earners’ than in wage-
earners’ households.

This was not surprising because,
at the beginning of a period of
boom, unearned income rises more
rapidly than earned. The fortunate
recipients of this unearned income
will also be the ones to benefit if, as
is hoped, recent increases in im-
ports can be maintained to give
home consumers the advantage of
the high yen.

All the same, there has been
recent discussion in the Diet about
the possibility of achieving another
cut in income tax by the introduc-
tion of broadly-based indirect tax-
ation. Such taxation, as the survey

Jails to mention, is guaranteed 1o -

horr homsihy nn tho nany and fn ot

JAPAN'S annual $80 bn trade surpluses have fuelled
one of the hottest bouts of land speculation ever
experienced in this century. The Paris-based Secretariat
of the OECD commends a tax on the value of land as a
necessary reform. DAVID REDFEARN reporis.

* OSAKA'S office blocks boom is not matched by housing construction.

the rich off lightly. This is how the
survey deals with peverty. What
then does it have to say about some
of its effects, though not described
as such within its pages?

It is now more than 60 years
since Parker Thomas Moon™ sum-
marised the economic motives for
imperialism, as stated by the
imperialists themselves. The ones of
interest for our present purpose are:

(1) the sale abroad of
manufactures that cannot
be absorbed by the domes-
tic market:

(2) the investment abroad
of capital for which the
domestic market affords no
scope, and

(3) the demand of indus-
trial nations for raw

(1} Japan, Organisation for Economic Co-
Operation and Development, Paris, 1988.

(2) Parker, Thomas Moon, fmperialism and
..... dd enditioe Nestr Virke Manenillan 1004

materiais that cannot be
produced at home.

Moon does not seem to have
given due weight to the background
to the first two motives namely the
low wages that prohibit workers
from consuming the equivalem of
what they produce.

Japan, activated by the same
three wmotives, is achieving by
“peaceful penetration” what she
failed in the end to achieve by
war.

There appears to have been, in
mid-1985, a peak in the last
export-led expansion, from which
there was a fall-off caused by a
large appreciation in the value of
the ven. The export of goods and
services is projected (o rise by 6% in
1988, and by 5 %% in 1989.

The authors of this survey

Continuad nn Panea A &




COSTING

US DEAR

THE quality of housing
in Japan is not-
orfously inferior to
standards in  other
industrial countries be-
cause families cannot
afford decent-sized plots
on which to construct
their homes. )

But this is not just a
domaestic problem. The
costof Japan's residen-
tial tand affects the rest
of the world. For the
price of fand forces
families to save more
out of their incomes
-than ought to be nec-
essary. The Japanese
savings ratio is extraor-
dinarily high compared
with rates in, say, the
USA or Britain.

The resuit is lower
| demestic consumption
¢f goods, leaving less
scope for other coun-
tries to export their pro-
. ducts to Japanese
consumers.

in Japan, however,

1

Japan  United States France Canada

Area .{kmz) i 377800 9363500 549000 9976000
Density (person/km®) 324.7 2535 100:8 3.0
Value of land? 45400 2950.0 1721 256.2

(per cent GDP) 3175 4.7 294° 7.1

(per cent wealik) 549 210 16 9
Value of housing )

(per cent GDP) 497 884 - 153.9° 64.0

(per cefit wealth) 86 249 398 18.2
Value of non-residential structures

(per ¢ent GDP) 459 500 9K 1400

(per cént wealth) 8.5 14.1 24 39
1. 1983. '

2. Dollar billions at purchasing power parity exchange rates in 1985 (which value a dollar at Y 222, FF 727

and C$ 122).

3. The value of structures includes the value of underlying land.

Sources: OECD, Main Econornic Indicators; Management and Coordination Agency.Japan Statistical Yearbook
1987; National Land Agency, Land Price Publication; INSEE; Comptes des Fatrimoines; Statistics Canada, The
Ndtional Baldrice-sheet Accounts, 1961-1985: 118 Federal Reserve #low of Funds.

prices wolld reduce
savings and encourage
greatér investment in

to exporting goods is
vital just to keep the
output from factories
high and unemploy-
ment low. This, in-
evitably, creates an im-
balance in foreign trad-
ing relationships, and
has. led to friction
which, so far, has been

contained within dip-

jomatic channels.
The answer? Says
the OECD: “Lower iand

housing. By thus aff-
ecting domestic saving-
investment balances,

this change wouid tend
to réduce the current

external surplus.”
‘So' lower land prices

.are the key to higher-,

quality housing in Japan
and less friction bet-

anaggressive approach

-+ From Page 3

attribute the failure to -achieve g
durable change from exports to
domestic demand miainly to a sub-
sequent weakening of the ven,
thereby showing that they share
Moon’s blindness to the more
influential effect of low wages.
This drive to export Is accom-
panied by the one to invest abroad.
The reason for this is not only
Moon’s “surplus capital”, but also
the “comparative advantage” of
having labour-iritenisive work, as
Jor-example in the textile and ¢lec-
trical industries, done in places
where wages are even lower than
they are in Japan. Here the place of
Korea, Tuiwan, Hong Kong and
Singapore is being taken over by

the Philippines, Thailand, Mal-

aysia and Indonesia.
As a result of these shifts, domes-

LY U A R T rewn i _—

ween trading partners.

estimated to fall by 0.6m by 1995.
The consequent lower wages will
complete the vicious circle of which
the survey shows no awareness.

RAW MATERIALS, the subject of
Moon’s third point, are now often

“obtained - peacefully — in exchange

for long-term loans. A wmore
insidious iendency, which will
make eventual land reform more
difficult in other countries, is
Japanese investment in real estate
overseas.

Once more it must be stated that
there is no sign in this survey of any
perception that low wages are the
ultimate cause of imperialism,
warlike or peaceful, or that land
value taxation would clear the way
for higher ones. In facr tkey do not

PIRSRREY SR £ U, LY DR 1 N

much more than an obstacle to
home-ownership.
Nevertheless, the factsset out are
impressive enough.  Despite  its
relatively small ared, 377,800 km’
as against the 9, 363 500 km* of the
United States, the 549.00 ki’ of
France, and the 9976 km’ of
Canada, the total vaiue of the land
of Japan is more than that of the
land of these othier three coun-

tries put together - What an
" opportunity for-tuxation!

In fact, there is land value taxa-
tion in Japan, but only at the rate of
1.4%, and based on assessments
that represent only a fraction of the
actual market vatue: Faced with a
significant capital gains tax if they
sell, owners naturally prefer to
hold, even if they themselves have
no immediate use for the lund.

The way in which assessments
are falling behind reality s
dramatically illusirated by the
example of Chivodaku, where
valuation for the holding tax on
commercial land fell, between 1984
and 1986, from 15.3% 10 6.5% of its
current market value.

There was a similar fall in
Minaroku, from 18% to 5.9%; and,
in Setagayaku, valuation of land

Jor residential use fell from 19.3%
to 16.6% of the market value.

More recent changes are not
reflected -in these figures; for re-
valuations are carried out only
once every three years. A further
limitation is that any tax-increase
is restricted to 10%.

Taking into account these
additional factors, some critics

have estimated the average tax rate -

I ST . . F .o TN

pared with the nominal 1.4%.

“Reform of the taxation of land,”
says the survey, “has become more
imporiant given the rapid recent
rise in land prices.” We cannot but
agree. Yet its authors put forward
the possible difficulty that, because
land prices have risen faster than
incomes, some land-holders may
not be able to afford a more realis-
tic rate of tax.

P I T B Re T T e AT 2. .o, R

increased taxes themselves, or even
the knowledge that they were on the
way, would start to bring the prices
down from their present monopoly-
induced level. Furthermore, other,
less just, taxes could be reduced
in compensation.

A word of warning. Japanese
advocates of the increased land
value tax will need to look sharp;
for there IS already a movement

S B N §




HOW ABOUT launching a program to help
meet a serious national issue that would not
only not require more federal dollars, but
would actually reduce local taxes for most
taxpayers?

The issue is the shortage of affordable housmg
We know the problems:

© Homeowners face ever-higher property taxes.

Home buyers, especially the young, face impossible

housing prices.

* Apartment dwellers face constant rent increases.
The numbers of homeless-are swelling - and more and
more of them are low-income working people and
parenis with small children.

Increasmg tand costs are the blggest single fac-
tor in the escalation of housing prices.

“Affordable Housing: A Missing Link,” a report
by our Center, reveals that over the past tWo
decades building costs rose
about 14% a year and housing-
refated labour costs rose 11 to

THE US presidential can-
didates avoided using one

word; taxation.

Bush won the efection
without raising fears that
taxes would have to be
raised to deal with the

Federal deficit.

RYBECK [pictured Hght),
reporting from Washington,
saysthat Bush’'s opponent,
Michael Dukakis, failed to
use a trump card which
would solve a major pro-
blem without raising taxes,
and Mr Rybeck, Director of
the Center for Pubiic
Dialogue, has some advice
for the new incumbent of
the White House.

13% a year. Residential land
values during the same period
averaged' annual increases of
48%.

Yearly fand pitce increases
have been less pronounucd in
some states like Ohio (23%) and
Wisconsin (31%). In Colorado
(64%), Florida (58%), New Jersey
(55%), Texas (87%), and Utah
(69%) land values seemingly
exploded.

What to do about this land
price boom? Let’s look at pro-
perty taxes. Right now, most
localities are piling taxes on
buildings and improvements
and keeping them low on land
values.

This is an  upside-down
approach. It keeps housing costs
and apartment rentals soaring and
enriches only land speculators.

it also punishes good land-
lords. Every time they build new
rental units or make major
improvements to  existing
buildings - a new roof, air con-
ditioning, whatever - the
assessor raises the valuation so
the owner’s taxes go up.

Eight cities are already bene-

fiting from a right-side-up tax

Missing

link that

George
Bush
should
supply

appreach.  Pittsburgh  and
Scranton pioneered it over
half a century ago. Other
Pennsylvania cities followed
suit: Harrisburg, New Castle,
McKeesport, Duquesne, Wash-
ington and Aliquippa.

They adopted a “two-rate sys-
tem.” It treats buildings and the
land beneath the buildings as
two distinct forms of property.
These cities:

e Adopted LOWER tax rates
on structures themselves. This
gives tax relief to both owner-
occupied and rental housing. It
gives owners an incentive to
make new improvemerts.

George

WALT

¢ Adopted HIGHER tax
rates, simultaneously, on land
values. This takes the profit out
of holding idle land.

This makes sense. Look at
Pittsburgh. Its tax rate on homes
and. other‘_bulldmvs is only one-
sixth s high as on land.

One result is that average
prices of new and existing
homes in Pittsburgh are lower
than in any other large city -
$51.300. Next lowest are Roches-
ter and Salt Lake City - $75,000

cand $78400. Most are over

$100.000, led by San Francisco
and Boston -~ $183,000 and
$229,300.

As Piitsburgh kept widening
the differential between land
and building rates, Fortune
reported that the value of new
construction in the city rose 14%
in 1979, 212% in 1980 almost
600% in 1981.

If this occurred, only in
Pittsburgh, you might question
whether the tax system - or some
other private or public action -
was responsible. However, it
stretches belief to call it a coin-
cidence that similar results
followed in the other two-rate
taxing cities.

For example. in the two vears

after Scranton began taxing
buildings at only one-quarter
the rate that it taxed land, it saw
the value of private construction
rise 22%. At the same time, in
Wilkes-Barre, just a short dis-
tance down the Susquehanna
River, private construction feil
44%.

McKeesport and New Castle
saw construction take off after
adoption of the two-rate tax. In
comparable neighboring com-
munities, building slumped.

New construction translates
into bringing more jobs into
central cities where they are
most needed. Another bonus of
both commercial and residen-
tial in-city development is that it
reduces urban sprawl. This
economizes on public funds
that otherwise must be used for

over-extended sewer lines, roads,
mass transit and other public
facilities. It also saves precious
farmland from  premature
urbanization.

Almost every homeowner
in Harrisburg, PA, saw taxes
drop when that city adop-
ted the two-rate system.
What's more, the eight
cities using this system are
racking up equal or higher
revenues than before. Unlike
Proposition 13, the reform
does not drain local
treasuries of funds for
schools and other essential
services.

The only losers are land
speculators who find their taxes
hiked when they just sit on their
land without doing anything
about it.

POWERFUL interest has been shown in the publica-
tion of a major report on the US housing crisis. Affor-
dabie Housing: A Missing Link was published by the
Center for Public Dialogue, a Washington-based
think-tank which identifies the reform of the property
tax as vital if decent homes are to be provided for
everyone,

After the report was published, experts endorsed
the proposal for a switch in the tax burden from
buildings to land. Reger Starr, a New York Times
writer, declared: “Escalation of land values is one of
the most sericus causes of housing problems. High
land prices reflect the under-taxation of iand values
which makes land a prime medium for speculation.”

Father Wiiliam Byren, an economist and president
of Catholic University, said: “IYs a scandal that
homelessness is growing while boarded-up
apariments stand idle.”

The report reveals that, since the mid-Fifties, the
cost of wages of construction workers, building cosis

and the consumer price index had increased about .

300%. Residentiai Jland prices, however, had
escalated by more than 2,000% by 1980/

Walt Rybeck, Director of the Center, told Land and
Liberty: “There has been a very good response to the
report. Lobby groups, for example those represent-

ing the homeless, and organisations such as the
National Association of Realtors, showed interest,

Bill Coyne

and pow we are pushing hard to reach the general
public.”

Information on the tax reform has been sought by a
number of State governors. Strong interest has been
shown by the Verrnont Governor, whose commission
on taxation is investigating reforms. “They are look-
ing at the land tax as an alternative to the other
options,” reporis Mr Rybeck.

But there is also interest on Capitol Hill, where Bill
Coyne, a Democrat Representative from Pittsburg,
said: “The dual tax has given Pittsburgh the lowest
housing cosis of any iarge city. To step blighi and
overpricing from eroding federal housing programs,
cities and states should lock te this pro-housing
tax reform.”

Officials from the Depariment of Housing and
Urban Development have also asked the Center for
information about the impact of land prices. Says Mr
Rybeck: “In the past, they haven’t done anything
about the land problem: they have tried to work
around ji.

“Under the old approaches, pouring billions of
dollars into the problem has been the ‘solution’ -
which hasn’t worked! The idea of a strategy for hold-
ing down land prices now excites them. It would '
enable the Federal government to stretch its housing
subsidies further.”




| “The Peasant Betrayed —Agriculture And Land o

Reform In The Third World”, by John Powelson and
Richard Stock et al Lincoln Institute of Land
Policy, (1987), Oelgeschlager, Gunn and Hain.

AFTER studying 26 socicties, the authors of The Peasant Betrayed come
to the somber conclusion that land reform programs whether spon-

sored by regimes of the Left or the Right have “harmed the peasant

more than helped him.” More importantly the authors discovered that
only when the peasants drew on their own strength were their gains
likely to be permanent. Land reform in the main, they say, has been

granted by a benevolent government or been achieved through thée

power of the peasants. Only land reforms negotiated from peasant
strength have survived.

Powelson says he had not expected this finding, which is contrary to
much of the literature. He favours land reform as a “prerequisite for
equitable economic growth - without it a whole generation of landless
poor will live short and nasty lives with little dignity and less
security.”

But land reform is not implemented to give the peasant a place in
society, he contends. The pattern in most Third World countries is to
centralize power and then transfer the agricultural surplus to the State
through its monopoly power and price controls.

Powelson states that the result “almost without exception is that out-
put decreases and the peasants-are impoverished. The most harm is
caused by interfering with the peasant. The most is to be gained by
granting them freedom to do what they have done so well for so
many yeq‘rs.”

WHERE farming is left to farmers, output increases and the welfare of
peasants greatly improves. This laissez faire approach is rarely used,
Powelson says. He details the ways governments pressure the peasants
to give up the surplus and to reshape their lives along the lines of new
government edicts.

In most cases, the record shows, the land is taken from oligarchs and
transferred to the State. Incentives are reduced. The State in Lesser
Developed Countries is not a defender of the national interest, nor of
the poor, he says, “except when the poor have the leverage to demand
it.” The governments in LDCs tend to be less accountable to the poor
and often have little respect for the key role they play.

Land is worth the capitalized value of its revenues (e.g. crops). If
bureaucrats skim these revenues away, leaving the farmer with no
more than he could earn as alandless laborer, his newly acquired land
is worth zero. If the same happens in a government cooperative, his
membership is worth zero.

‘A 20 year review of 26 nations demonstrates that except in two, the
peasants are worse off than before. Only in Taiwan and South Korea,
where the peasants had more political {everage, were conditions dif-
ferent. Even here though, the authors believe that the benefits would
have been greater if the government had not interfered in the
market.

“All peasant societies have their own systems of credit, supply,
markets, savings and investments and communications of technol-
ogy.” Yet the State often supplants rather than supports these
indigenous institutions and thereby disrupts village life.

~ The governing elite also favour the urban residents over the rural

Land reform
schemes fail !

MORE

HARM

by Robert Scrof

ones. They usually pay the peasant poorly for his product while charg-

“ing him monopoly prices for inpuis such as fertilizer and seed. Power

is centralized even in the most benevolent States. Powelson
emphasizes that “the economy is often much more complicated than
the imagination of the government”. He says “peasants can cope with
economic life in ways incomprehensible to the State. The reality of
land reform can only match the rhetoric when peasant power 1s
developed from below.” ‘

This is a very readable book with an extensive bibliography which I
commend to students of development and land reform. Its widespread
coverage and succinct presentation suggest it as an important tool for
evaluating new proposals for aiding the landless poor who make up so
much of the Third World. A few of these case studies are
summarized below.

IN THE 1960s many people looked to the Tanzanian experiment
under Julius Nyerere. Despite his love for his people and his hopes for
creating a new society, the results were disastrous. The African
traditions were destroyed. Cooperation gave way to orders and inter-
ference from government “strangers.” Little or no respect was paid to
differing tribal traditions and many people were forcibly moved by
government edict. Farms were often burned to prevent peasant far-
mers from returning home. The predictable result of substituting
Nyerere’s vision for that of the peasant was a ruined economy.

SOUTH KOREA is different becguse:

(1) the reform did not lead fo new government institutions in
the eountryside;

(2) the rural elite which had collaborated with the Japanese
during its occupation and annexation of Korea was des-
troyed without creating a new class; and

(3) the value in agriculture increased 4% per year for eight
years without government interference, enhancing the
peasant political power.

After WWII the large landholders (as in Taiwan) were discredited
and thus were politically impotent. The government also did not con-

trol the input markets until much later than other countries. Resis-
tance to the Japanese increased the power of the peasants who
emerged even stronger when their electoral support was needed in the
American sponsored elections. They were educated (50% literate).
They diversified their output from crops (60% rice, 8% barley) and
increased vegetables and livestock such as pigs, rabbits and
chickens.

Later as population grew in urban areas, grain imports skyrocketed
from 490,000 metric tons in 1956-60 to 2,560,000 tons in 1961-75. The
government encouraged internal growth by increasing the price for
agricultural goods above the market price and subsidizing the con-
sumer. The record of success is clear. In 1945 there were 13.8% farm
households and in 1964 there were 71.6% farm households. One-half
of the land had been redistributed to two-thirds of the ‘rural
population.

TAIWAN is often cited as the most successful model of land reform in
the post World War II period for its equitable distribution of income.
Studies by the Overseas Development Council indicate that the gap
between the top 25% in society and the bottom 25% closed to 4.5% after
the reform. Population growth rates and infant mortality rates
dropped significantly.

Taiwan’s success story is described in three parts:

(1) Rent reduction in 1949. The landlord’s share was reduced
from two-thirds of the production to one-third and the tenant’s
share increased to two-thirds;

(2) sale of public lands in 1952; and

(3} “Land to the Tiller” in 1953. Above a certain limit lands were
confiscated and scld to the tenant farmers at set rates. Public
land sales and rent reduction had both served to lower the
land costs. *

In 1949 the Nationalists defeated by Mao came to the island. They
needed rural stability and food for 1,000,000 troops and officials. They
decided the key was the land reform which they had neglected on the
mainland. Despite its enormous success, the authors report that the
government did skim 50% of the marketable rice for its civil servants
and army. It also bought rice at lower than the market price while
charging more than the market price for inputs.

The authors give grudging respect to the Taiwan experiment which
was “by ordinary standards, a great success,” but fail to balance their
criticisms with the enormous success of Taiwan as reflected in its high
standard of income, the enormous jump in trade and the number of
successful farm family entrepeneurs. As one of the “tigers” of Asia, it
deserved a more comprehensive examination.

IN 1934 Somoza owned no land. In 1937 he was President. By 1946 the
Somoza family had monopolies of coffee and beef exports and domes-
tic milk production; by 1970 they owned 46 coffee farms, 7 sugar plan-
tations, 51 cattle farms, 400 tobacco farms, and 60% of all meat packing,
fish and cigar industries. In 1979 Somoza was overthrown.

The Powelson study “shows™

(1) The Sandinista government is centralized and authoritative;

(2) agricultural decision making, pricing, production and techni-
ques are tightly controlled; and

(3) cooperative committees although freely elected by tenants do
not make basic decisions; the government does.

They say that “We see in Sandinista Nicaragua a replication of pro-
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CHARLES AND THE GREAT ARCHITECTURAL RUMPUS

‘Blemished broadside

PRINCE Charles cares for peo-
ple, but the constitution pre-
vents the next King of England
from engaging in politically sen-
sitive issues.

He cannot speak bluntly about
the roots of poverty, for example.
For that would bring him into
conflict with his mother’s
ministers.

So the Prince of Wales sticks
to worthy causes for which he is
applauded. For example, he
vigorously criticises architec-
ture. He has made a film for the
BBC in which he lampoons
some of the major postwar
buildings in Britain and cas-
tigates them with the purple
prose of the pamphleteer of a
bygone age whose vicious pen
had to serve as a substitute for
political power.

“There is no need for London

INSITE
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to ape Manhattan,” he mused as
he chugged up the Thames on a
launch, lamenting the loss of the

skyline created by Wren and

immortalised by Canaletto.
One building designed for
men of learning he described as
more like “an academy of secret
police”. Another looked to the

_ royal eye like an incinerator of
books rather than a place to

store and study the volumes.
“We don’t have to build towns
and cities we don't want, in
which we feel manipulated and
threatened by the architecture”.

* Charles on the River Thames, lamenting the loss of the Wren skyline

The Prince returned to his
“small is beautiful” yardstick
and provided a fair account of
what people wanted from their
built environment, which should
“raise our spirits”.

“Man is much more than a mere
mechanical object whose sole aim
is to produce money. Man is a far
more complex creation. Above all
he has a soul, and the soul is
irrational, unfathomable, and
mysierious.”

This was acknowledged by
man’s ancestors, who embellished
their buildings accordingly. Our
age, alas, has abandoned the
past, which amounted to the
“denial of God’s place in the
scheme of things”.

WHO does the prince blame?
Without a correct answer there
is no prospect of overriding what
he called the “forces of unifor-
mity” which throw up the soul-
less towers.

The royal landowner took
sideswipes at all and sundry -
except landowners.

He blamed planners; archi-
tects who created buildings that
looked like word-processors;
developers in the pursuit of pro-
fit alone; the public, lamenting,
“when did we lose eur sense of
vision?” ‘

He did NOT explain why
developers adopted the size and
density of projects like Canary
Wharf in the Docklands. Could
it really be that the developers
were barbarians who did not - as
individuals - share the prince’s
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and dignity, which respected
nature?

The answers are authoritatively
provided by a study for the
Royal Fina Arts Commission,*
which concluded that the price
of land was at the root of the
problem.

When land is sold for the
maximum price, “it has the
effect of depressing the building
budget to achieve an attractive
price. This makes for cost cut-
ting .....”

The price of land is ignored by
another critic of house-builders,
Environment Minister Nicholas
Ridley, who repeatedly claims
that part of the housing problem
is the poor design of structures.
He does not discuss the reasons
why builders cram the max-
imum number of units onto a
site at the lowest possibie unit
cost. The explanation, however,
is offered by the Royal Fine Art
Commission study:

“Shortage of land leads house-

builders to trim ‘inessentials’ in
order to produce affordable
houses. Relaxation of green belt
and countryside constraints
would, according to the House-
builders Federation and the
Building Socicties Association,
make housing less a seller’s
market, reduce the cost of hous-
ing, and leave more room for
manocuvre for better design.”

But even this study chickens
out of a full-blooded attack on
the land market per se; its stric-
tures are limited to public
landowners:

“Government land disposal
policies for public held sites are
geared entirely to maximum
financial return with seemingly
no attention to design quality.”

Not surprisingly, thercfore,
the recommendations for action
are limited to what the public
sector can do: “T'he Commission
should lobby the government
for a mechanism that would

* Tony Aldous, fnner City Urban

Regeneration and Good Design, Lon-
A, LIRACAH A

THE Royal Fine Art Com-
mission survey dis-
covered one solution in
Baitimore, the US city
frequently quoted by
British government
ministers as a success
story of urban revit-
alization.

“The chairman of the
developing agency,
Walter Sondheim, Is

emphatic that architec- -

tural and cverali environ-
mental quality would
have been greatly in-
ferior if his beard had
not been able to accept
lower initial price on
land while reserving for
its paymaster {the City
of Baltimore) an equity
in the commercial suc-
cess of each develop-
ment.”

Sondheim argues
strongly thata "highest
upfront price” require-
ment leads to devel-
opers over-bidding and
then cutting on quality.

In Britain, urban
deveicpment cor-
porations - bureauc-
ratic devices created by
the government to un-

use for vyears, even
decades - may not be
able to adopt the
Baltimore option.

“UDCs either believe
they are bound to accept
the highest bid for land
irrespective of design
quality or doubt whether
they have discretion fo
take a lower price.”

The desperation to
obtain land is evidence
of a malfunctioning
market - one in which
the landowner is able
to exact a monopoly
price, and thereby dis-
tort rational decision-
making.

Landowners ca
impose conditions. New
York's Battery Park City
is cited as “not in
general inspiring,” but
“the impoesition on all
developers and their
architects of a unifying
pattern of two-storey
colonnades with uni-
form cornice line above
them does much to
bring human scale and
‘liveabiiity’ to the
development”’.

Restrictive covenants
on land affects the
price. Some public
landowners might
forego part of the value
of the land to satisfy
royal aesthetes; but
private sector owners
will not do so.

For as even Prince
Charles conceded, in
his film, as Duke of
Comwall his large
iandholding has to be
run as a business.

There is a solution to
an erratic supply of
land at LHNGcom-
petitively high prices: a
high tax on the annual
rental vaiue of all land.
That would clear out
the bottienecks in the
market and smooth cut
the price.

But Prince Charles
would not be free to
advocate this general
soclution: for in Britain,
taxation is the preroga-
tive of commoners,
ever since their lord-
ships sought to block
Members of Parliament
from introducing a tax

lock land tied up in dis-

allow public bodies selling land
to take a smaller initial payment
and an equity in the developer’s
future performance. This would,
it is argued, put a premium on
quality - and durable commer-
cial value - instead of what is
often a penalty.”

The report draws on the
Baltimore model for this solu-
tion (see story above). What does
it amount to? Landowners are
invited to defray part of their
rental income, which reduces
the start-up capital costs of a
development.

In other words, land prices are
so high that they kill investment
in the aesthetic nuances of archi-
tecture, a conclusion which is

. highlighted by the examples of

fine arrhitecture <olacted hy

on land valuas in 1909!

Prince Charles. They are derived
from periods in history which
were not dislocated by property
speculation; or from people -
principally patrons of the arts
who acquired their money from
the ownership of vast estates -~
who could afford to indulge
their artistic whims.

These facts seem to be lost on the
prince, who as the Duke of Corn-
wall has at his command tens of
thousands of acres.

Buteven if he was aware of the
disruptive effect of the land
market on architecture and
aesthetic values, Prince Charles

~ could not discuss the matter, for

he would find himself chalieng-
ing the most powerful people in
the land - his fellow land-
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OPPOSITION FUNKS POLL TAX TEST

BRITAIN’S impending Community Charge,
generally known as the Poll Tax, is a gift to the

two main opposition parties. But unless they
have a sound alternative to offer, their debat-
~ing position is weak. Sound alternatives to the

Poll Tax are, unfortunately, what neither party
has managed to come up with so far.

The Labour Party has managed to shoot itselfin
both feet by advocating a combination of both a
local income tax (LIT) and a domestic property

tax based on capital values.

Under the Democrats’ scheme, put forward by

the Association of Liberal Coun-
cillors, employers would deduct
the local income tax at a stan-
dard rate of, say 5%; at the end of
the tax year, residents of areas
where the tax rate was less than
the standard rate would receive
refunds. Those in areas with
higher LIT rates would pay the
difference; 70-80% of people
would get refunds.

This proposal is probably the
most thoroughly worked out
arrangement for collecting LIT
so far devised, butthat isnotsay-
ing much. At least five
difficultiecs come to mind
immediately:

¢ Tax rates would be high in

By HENRY LAW

areas where incomes were
low or unemployment was
high - creating a disincen-
tive to work other than in
the Black Economy.

The year-end system of
adjustment payments and
refunds would create ser-
ious administrative pro-
blems for local authorities.

It would be unfair, and a
source of hardship, if local
authorities were holding

£150 or so of each tax-

Bullets in
their feet!

payer’s money, awaiting
refunds.

* When people moved in the
course of a tax year, there
would be a problem estab-
lishing precisely when they
had done so, especially as
this would substantially
affect the size of their pay-
ment or refund.

¢ Local authorities would
receive no income from
empty houses and residents
of second homes.

IN A SMALL country like Bri-
tain, a local income tax would
pose particular problems be-
cause people frequently move

THE new Social and Liberal Democratic
Party approved a “green” paper at its first
annual convention in Blackpeol which back-
ed land value taxation in these terms:

“# tax on the vaiue of land is not only easy
and cheap to coliect but can encourage posi-
tive pianning. For exampie, vacant land
designated for deveiopment could be taxed
as though it were developed, so providing an
incentive for development.”

“By relating the tax to the planning system,
such a tax could alsc be used flexibly to
encourage those land uses desired by any
particular iocal authority.”

The paper, A Green and Pleasant Land?*
was produced by the Land Use Planning

* Federal Green Paper No 6, 4 Cowley Street, Lon-
don, SW1P 3NB. £2.50

Working Group. An amendment calling for
the adoption of the paper was supporied,
which proposed further research into the
practical implications of land value taxation.

The document argued in favour of “the
return to the communily of a reasonable
share of the increase in the value of land when
planning permission is granted for
development”

And the Working Group wanted “recogni-.

tion of the fact that land is a natural asset and
that the community can therefore expect
some financial return from pecple who either
waste or profit from this asset.”

Adoption of the paper does not commit the
party in policy terms, yet. The propesais now
go forward for further consideration, and will
be embodied in a “White” paper for further
debate within the party.

from one local authority area to
another. This is why a property
tax is the most practical way of
raising revenue for local ser-
vices; people are mobile but pro-
perty is fixed. In coming up with
a scheme like this, the Demo-
crats’ case is going to be
demolished by the supporters of
the Poll Tax - and deservedly
SO.
If replacing the Poll Tax with
LIT is a doubtful proposition,
the Labour Party seems intent
on getting the worst of all worlds.
Labour would use local income
tax to raise between 10% and
20% of the total contribution
made by residents to local
authorities, with the balance
coming from the domestic pro-
perty tax based on capital
values. The national business
rate would go, and business
rates would be fixed locally once
more,

The first snag is that any form
of tax costs a certain amount to
administer, regardless of the

revenue that it raises. For the

sake of efficiency, tax systems
should not be allowed to pro-
liferate. If LIT was used in addi-
tion o a property tax, the cost of
collecting it would amount to
10% of the yield!

Nor is there much to be said
for Labour’s version of a pro-
perty tax based on capital
values. It would revive the most
unfair feature of the present rat-
ing system: rates penalise
improvements. A higher rate
would be paid on a well-
maintained and modernised
house than on a property which
had been neglected. Does
Labour really wish to use the tax
system to encourage neglect of
the housing stock?

ASSESSMENT on capital value

would cause other problems, .

tran, The hagie value nf 2 nrne
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= Dave Wetzel

perty is its annual rental value.
Capital values are dertved from
the annual value, and depen-
dent on factors such as interest
rates, expectations of future
increases in value and the mood
of the market. Rental values are
fairly stable. Capital values are
not. Capital value assessment
also gives rise to a further dif-
ficulty: the tax erodes its own tax
base, because capital values are

- themselves affected by the tax

liability. :

The. Labour Party’s thinking
on business rates is equally mis-
guided. There is nothing wrong
with its proposal to re-introduce
some form cflocal business rate,
but, as with its domestic rate,
using the present method of
assessment, improvements would
still be penalised.

So long as rating valuations
include buildings and plant,
higher rates would be payable
on a modern, well equipped fac-
tory than on an outdated build-
ing or on a valuable site which
was used for some low-grade
purpose such as outdoor storage.
This system bears heavily on
manufacturing industries such
as steel and chemicals and is
hardly an incentive to indust-
rial enterprise.

The Labour Party has always
complained about the way that the
Conservative  government  has
allowed industry to run down, but
this proposal will do nothing to
reverse the process.

T ﬂ“\n‘llf‘ E'}\‘;ﬂ]{;“ﬂ ]"IQC QIQ!\

ignored the benefits which the
national business rate will bring,
in promoting regional develop-
ment, by transferring resources
from the more prosperous parts
of the country to those which are
less favoured.

The national business rate
will do this because rates are
based on rental values which
reflect geographical advantage
and disadvantage. The national
business rate will be related both
to ability to pay as well as to
benefits received from the com-
munity at large in the way of
infrastructure. In this way, the
national business rate should
help the economies of the
regions at least as well as any of
the bureaucratic aid schemes
which have been devised over
the past 40 years.

Given the Labour Party’s
stated aims, one might have

cxpected that its policymakers

would have acknowledged these
benefits. Had they done so, they
would have suggested that the
national business rate should be
kept in place alongside the local
rate ~ there is no reason why it
could not be. This would have
given a Labour government the
opportunity to reduce other
taxes - for example, those which
bear hardest on the low paid.

BUT THE Labour think-tankers
seem to have overlooked a lot of
things. Not a word is said about
the long-standing anomaly of
agricultural land, which is
exempt from rates. And the
party experts evidently ignored
or failed to understand the con-
vincing evidence in favour of
land value rating which was
pushed in front of them by the
Labour Land Values Group, a
working party chaired by Dave
Wetzel, former chairman of the

Cantinued on Page 15 #=
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blems in Egypt, Tdnzama the Philippines, Mexico and other countries
we have studied,” and respond to Food First authors’ Joseph Collins
and Frances Moore Lappe who wrote What Difference would a Revolu-
tion Make? after an extended visit to Nicaragua.

Collins and Lappe contend that the Sandinista government did not
promote “Land to Tiller” programs on purpose in order to sustain the
production level (which often falls after such programs) and to prevent
posslble inequities in parceling out land. Powelson says that the
experience was the opposite of what was intended. “Production and
output dropped. substantially on state farms” - unlike the private
farms in Bolivia and Paraguay after land reform.

Most peasants want individual ownership despite what Collins and
the Sandinista say. Powelson says the Food First authors could

Peasant

farmers

betrayed

HENRY GEORGE
SESQUICENTENNIAL
CONFERENCE

A CELEBRATORY conference to
mark the 15b0th birthday of
American  reformer  Henry
George will be held in Phil-
adeiphia, the city of his birth,
from Saturday July 29 to Sun-
day August 6, 1989.

This wiil be the 18th con-
ference staged by the Inter-
national Union for Land-Value
Taxation and Free Trade, and
will be hald jointly with the
Council of -Georgist Organ-
isations.

Plenary papers are invited
from scholars, which will then
be published by the newly
formed Centre for Incentive Tax-
ation in England in conjunction
with Shepheard Walwyn Ltd.

Editor of the book will be
Richard Noyes, the U Presi-
dent, whose co-authors will
examine the contemporary
relevance of Henry George's
philosophy.

Their analyses will be presen-
ted in a problem-solving con-
text, addressing major giobal
issues such as ecology, social
and economic justice, and the
reform of socialist economies.

The conference will be held at
the University of Pennsylvania.

Charges:
e Conference fee: $40
(£22.50}
s Accommodation: $395
[£220),

Bookings should be through
the U at 177 Vauxhall Bridge
Road, Lendon SWITV T1EU,
England.

“provide a great service” by “confin(ing) themselves to promoting the
priority of food first for less developed countries.” ‘

This book, Peasant Betrayed, in fact demonstrates, as Collins and
Lappe contend, that governments in LDCs and infernational agencies
discriminate against agriculture - even in land reform programs.
“Many LDCs could feed their poor if they devoted greater resources to
agriculture,” Powelson says.

But he also argues that Lappe’s bias - that food should be produced
for local consumption first rather than planting plantation crops -
may be in Nicaragua “a formula for poverty.” He reésponds, “In a
classic case of comparative advantage, countries adept at plantation
agriculture - exporters of sugar, coffee, tea cotton etc. - can feed their
poor better if they export these crops and buy basic food stuffs with the
proceeds. The key is not which crops to grow - exporis or food consumption
- bui one of increasing the income of the poor.” (emphasis added)

HE CONCLUDES by asking the question: “So then, who advocates
for the peasants?”

Neither Marxists nor capitalists; neither the USA nor the USSR; not
even most non-govermental agencies such as Oxfam. Only the
American Friends Service Committee is cited for enhancing the power
of the peasants without getting into politics. Marxists have the better
rhetoric but neither Left nor Right are concerned about peasant
empowerment

“Power to the masses” to the authors means “freedom for the masses
to structure their own societies, to select private, state or eooperatwe
farming” as they like. Despite the Marxist rhetoric, “peasants have
never selected a state farm except under coercion.”

The authors conclude “that no foreign government or international
agency qualifies as an advocate for the peasant - i.e. promotes the
peasant’s control over his own structures and freedom in his
decision making.”

There is ample opportunity to test these theories again in an era
where we see formidable chdnges in two Marxist nations - China
(where the government is giving incentives to the peasdnts) and the
USSR (where “perestroika” may allow more private farms) and even
in the USA where thoughtful concern about the inequitable distribu-
tion of wealth and access to land may lead to change,

This book is a wonderful addition to the library of those who want to
first identify and then slay the dragons of land reform.

s £ Robert Scrofani is a Fulbright scholar, a Ford Foundation Felfow in World His-

tory at UCB, an NEH Fellow and a member of the history faculty at Berkeley High

Srhnonl. Berkalev. California.
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which took away the powers of the House
of Lords finally to nullify legisiation

passed by the Commons.

The Parliament Act was necessary
because the Lords had rejected a Bill
which provided for a tax of 20% of any
increases in value of land after 30 April
1809, to be paid when land was sold or
transferred, plus a halfpenny in the £ on

undeveloped land.

Despite the Parliament Act, the tax
itself, as well as a more radical tax in
1931, was never implemented to any sub-

stantial extent because of the power of
the landowning interests.

THE TREK was almost comical. The landed
Lords in the main did not normally
interest themselves in the positive busi-
ness of the second chamber, but on being
asked by the political party in power who
looks after their interests to the detriment
of those who work, made the one-off visit
to vote.

The comical part is that their votes

could not ultimately be effective because

the law, as laid down in the Parliament
Act 1911, gives the ultimate decision to
the Commons.

.‘
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Greater London Transport
Committee and author of the
highly successful but short-lived
Fares Fare policy.

The land value rating option
was at least considered. It was
rejected because, in the words of
Tony Page, rescarch assistant to
Dr. John Cunningham, Labour’s
spokesman for the environment,
land value rating was “too mysti-
cal” and “difficult to under-
stand”. Obviously, Australians,
New Zealanders, Danes and
Pennsylvanians are gifted with a
special power which enables
them to penectrate this mystery,
since they have managed to live
with land value rating for
decades.

if Labour had come out in
support of land value rating, this
would have resolved the pro-
blem of capturing development
value, which has been a preoc-
cupation of the Labour Party for
40 years. As it is, the way is open
for Labour to devise a Mark 4
version of betterment levy,
which, like its predecessors, can
he onaranteed to crach-land

before it reaches the end of the
TUnway.

HOW HAVE the two parties
managed to make such a mess of
their policies? Looming over
any discussion of local govern-
ment finance is the 1975
Layfield Report which tends to
be treated as Holy Writ. lis
recommendations are constan-
tly trotted out because policies
tend to be made in headquarters
offices by bright young econ-
omists with first-class honours
degrees who have just com-
pleted  their  post-graduate
qualifications.

Economics, unlike, say, the
physical sciences, is not usually
treated as a heuristic discipline.
The study of the subject depends

Local Income Tax - A Better Way
by Philip Truscott. Price £2.50
Published by the Association of
Liberal Councillors Birchcliffe Centre,
Hebden Bridge W. Yorks HX7 8DG.

local Services, Local Choices,
Local Taxes. Price 75p Published

.by the Labour Party 150 Walworth

Rnad. | nndon - SW17 11T

on a method of working which
collects as many opinions on the
subject as possible, and some-
how splits the difference bet-
ween them; it does not en-
courage the student to start from
first principles.

Thus, in defence of Labour’s
proposals, Page claimed that
they had the support of lots of
experts - which is a useful sub-
stitute for arguing for the
policies themselves. And the
youthfulness of so many of the
policymakers means that they
lack the experience to recognise
bunkum. If they had the shightest
knowledge of the world where
things are paid for in cash, no
guestions asked and no receipts
given, they would give short
shrift to ideas such as local
income tax.

The Conservatives will have
no difficulty in tearing Labour’s
proposals to shreds. If they find
their way into Labour’s next
election manifesto, the sugges-
ted combination of local income
tax and domestic property tax
based on capital values should
help to keep the party out of

office for a fnrther term




