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HOW THE “leading” nations re-
spond to the challenge presented
by Russia will reveal the state of the
world in the 2Ist century,

The decision by the 7 coun-
trics to extend 83 billion in aid is
pathetic. The money-much ofwhich
wil remain in the West - serves a
political, rather than an economic,
function. It is tied 1o the “privatisa-
tion” of enterprises; fine, except that
privatisation of state-owned prop-
erty is not Russia’s primary prob-
lem. The formation of privately-
owned capital will occur naturally,
as the latentenrergies of the Russian
people are released in a free society,

What really martters is the crea-
tton of conditions for competition,
On this score the Uniteel States is
doing precious little. Boris Yeltsin
asked President Clinton to drop US
trade barriers to exports, Clinron
intends to drag his heels.

So why should Russia open up
her markets? Free trade - the two-
wayflowofgoodsand services-would
do more than western aid to inject
the market dynamic into Russia.
Many Russian enterprises are bank-
rupt monopolies that need to be
broken up. This could be most ef-
fectively accomplished under the
pressure of competition from sup-
pliers who have achieved world
standards of efficiency.

The EEC is no more construc-
tive: it is refusing to open its market
to Russian aluminium. Why? Be-
cause European producers cannot
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words, the advocates of the free
market don’t want to compete in
the market-place!

The IMF is no more construc-
tive (see p.3). It insists on a macro-
economric strategy that maximises
social disruption without nurrorving
entreprencurial skilfs,

Nor is Yelsin's adviser, Prof,
Jetfrey Sachsof Harvard, of realhelp
He is tohbying for western cash
which, when poured into Russia,
would somehow (he says) help. to
curb inflatiorr, which is eurrantly
running at 15% a month. Docm’t
he kmow whar happerned whan the
sifver of Latin America was poured
into Spain?

Billions of dollars shushed into
Russia wonldincrease demandwith-
out inereasing the supply of goods.
That means more inflation. And
mmmwﬁon social discontent, which is
a serious threat to the reform of the
economy,

Theimplications are clear. The
West wants to re-create Russia in its
own image. That image, which is
one of unemployment out of con-
trol and a decline in social welfare
whichisimposing intolerable strains
on the public purse, is one that
scares the leaders of the G7 coun-
tries (see EI/39, p.2).

Moscowwouldbe better advised
to take independent advice, and
waork out a strategy of self-help that
is more likely to “deliver the goods”
than a mess of silver pieces minted
in the West,
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EVIDENCE that the International
Monetary Fund actively opposes the
tnreduction of a rentbased fiscal
pulicy has been obtained by Nicolaus
Tideman, an American professor of
economics,

In the past two years, Prof.
Tideman has made exiensive visiis to
countries of the former Soviet Union,
o explain the powerful attractions of
a new approach to public finance.

Thatstrategy entails the abolition
of wuxes, and replacing the lost rev-
enue with rent from land. The theo-
redical atractons of the policy were
ated by 38 major US econo-
HELsls and properiy specialists, includ-
g Nobel prise winsers Robere Svlow,
James Tobin and France Modigliani,
wha realized that the clean-slate start
facing ihe ex-communist countries
enabded them wooreate conditions for
the most eflicient market econemy in
the world,

They noted that there was a risk
the former communist countries
wiighi “adopt featdres of our ecorno-
les Lhat keep us Trom being as pros-
perous as we might be. In particular,
there is a danger that you may follow
us o allowing most of the reai of land
to be collected privately”*

The economisis know, from
empivical evidence and the theoreti-
cal insights of the past two centuries,
that optinum economic results are
achieved when taxation isreplaced by
rentyrevenue 1o fnance public sector
projecs.

PROFESSOR Tideman took that
message to tie East. Hewaswelcomed

* The full text of the Open Letter
appears in Richard Noyes (editor),
Now the Syrthesis: Capitalism, Socialism
and the New Social Coniras, London:
Sheplicard Walwyn/NY: Holmes &
Meier, 1991,
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practicaily everywhere.

In Moldova, the First Deputy
Minister, Mr. V.S, Kitsan - who had
been visited by Tideman -wrote to the
professor from Virginia on January 29
to say that they had introduced aland
tax law. He added: “Your interesting
work should be studicd more deeply
for the purpose of practical applica-
tion in the fuiure.”

Two wonihs later the professor
visited the IMFE’s plush offices in
Washington, DO, to lecture to the
Fiscal Affairs Division. He did so,
kaowing that the IMF - on which the
gastern countries are heavily reliant
for ald o relndustrialise dielr econo-
mies - was hostile to the restas-public
revenue policy,
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And as he delivered his lecture at
a private semiinar, his fears were con-
firtmed: he had hit a raw nerve.

“T couldn’t get them to look at
me,” recalls Prof. Tideman, who is a
third-generation advocate of the fis-
cal philosophy most prominently
associated with the American social
reformer Henry George.

The evidence that the IMFwasan
opponent of this fiscal reform came
during a private meeting between
Tideman and George Kopits, head of
the Fiscal Ailairs Division. Present at
that meeting wis one of the IMF's
econoimisis, Fred Ribe, who had vis
ited Moldova as part of an IMF del-
egation.

RecallsProf. Tideman: “Ribe told
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me he had just come back from
Moldova. "They told me that the
Moldovans wanted to tax land, and
they discouraged them. They were
spouting the party line; their corpo-
rate people in general take the view
that land taxation does not work.

" “They explained that various
under-developed countries had passed
taxation on land, but theyhadn'tbeen
able to get people to pay. The result
was that nothing happened, and they
had to find other sources of revenue.”

MIGHT the IMF modify its opposi-
tion? Prof. Tideman, speaking after
delivering a lecture on the ecological
benefits of fiscal reform at a confer-
ence in St. Petersburg, said that he
hoped the IMF might mellow in its
attitude,

He says: “They might be willing
to see, now, that their standard. posi-
tion - that it cannot be done - might
ntot be valid.”

He has proposed to the Fiscal
Affairs Division an empirical investi-
gationinto thelink between economic
growth and the taxation of land. “I
have gota PhD research assistantwho
has gone to get data on taxation on
land around the world, to do a statis-
tical estimation project. It is possible
that that kind of thing might have an
impact on the IMF.”

¢ John Strasma, a professor at the
University of Wisconsin, has uncow
ered one reason for the World Bank's
hostility toland value taxation. Bank
econcmist Hans Binswanger arranged
a loan for Argentina that was sup-
posed to be used to measure the value
of land for tax purposes. But Presi-
dent Alfonsin did not use the money
for its intended purpose, which has
now coloured Binswanger's attitude
to the policy of rentfor -public-rev-
enue.
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BILL CLINTON has passed his first 100 days in office and
is now well into his presidency, Presidents have gone
through the “100 days”serntinysince Franklin D). Rocervelt,
whaose first few months in office were marked by cascades
of sweeping legislation submitted to Congress ro combat
the Depression, and which Congress, almost mesmerized,
passed.

Not so lucky was Clinton, His ﬁm hilkon economic
stimulus package was defeated by Republican opposition,
While it is unlikely that public spending will improve the
economy, the Republicans did not come up with anything
better.

Clinton was also faulted for caving into western in-
terests by not raising fees for the use of public tands, and
for reneging on campaign promises, sueh as admitting
Haitians to the U.S. and stali-
ing on social programs. In spite
of a charismatic personality,
approval of hisperfomrmance
has fallen in public opinton
polls.

Clinton hasendured com-
parison with other Presidents.
Elected at a time when the
country was longing for a way
out of stagnation, as with Roasevelt, Clinvon suffers the
comparison of not coming up with a bold new progran
About the same age as John F. Kennedy when slec

{rodet’

3 ¥
=
ing.

Clinton is not credited with a “Camelot” vision. He is’

criticized as being indecisive, like Jimmy Carter.

WAITING for the economy to improve seerns more and
more like *waiting for Godot”. There was an expectarion,
or hope, that Clinton would pull the country out of its
turgidity, and this is fading:

The hope was not well founded. Candidates promn
better days ahead and the electorate want to believe it
Neither are regarding the fundamentals of economies,
which g0 Qmﬂuﬁ. :,_“5 a few propozed stimulations,

The Clinton program did sound promising. But, as
usual, the goal of less in taxes, more in public services
and a reduced deficit is the impossihle dream. The Presi-

dentsuccecded in pushing through his §496 billion budget

deficitreduction plan by the narrowest of margins ?pxi e

This does not snggest a confident break in the traditional
congressional gridlock. And the Presidenthaspaid a heavy
price, in the deals that he had o strike 10 secure the vores
he needed. And despite the rise in taxes for the "rich”
(couples with jointincomes greater than $149,000 ayear)

El
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Journal mmﬁu him some good marks during the 1

"WAITING for the economy to improve
seems more and more like "waiting for
*. There was an expectation, o
hope, that Clinton would pull the conn-
try ount of its turgidity, and this i fad.
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the national debt is predicted to rise by another $1000
hillion during the President's Syear plan

Besides the electorate at large. even the
community looked with favar on Clinton. The

eroding. They are chafing ar the k
which thev say will further
and the creation of jobs.
Clinton has some things going for him. He has
President A} Gore, who :m,n had a o

Senator and environmentb

seourage husine

AT 333\.9 Tv.«; ™

25 STIERE sl

tratiorr 15 “Billary”)

systern, gay rights (nchiding o
and, of course, “mproving the eeonaomy”,
has foreign problems, such as what o o ot
how to help Boris Yeltsin and Ti tn handls i
trangke,

Mozt of what Clinton wanits to do S
foreign, requires lots < ofmoney,
pinches, asttgenerally does, How o
by public spending, give foreign aid - and reduce the
deficit? How to ralss faxes with the least amount of
squawking? There is talk of inryeancd taxes on higher
incomes, alzo a Value Added Tax.

Amid all the talking and planning, there is no talk
of a sensible program of taxing Iand values. Perlians thar
is too much to expect at this time, Clintan’s backing down

g
onraising fees for publiclandamaygivea r:ﬁ of the much
fercer ruckus that would take place if !
land-rentsin generalwere prooasad, A ;
would accomplish many of the goals of the present
administration. Without it, it is diffienlt to see how these

goals can be sttained.

inoand

rove the econnnyy

T {aMes on
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child prostitutes - more than

eas in the Amazon basin, some
girls are held as virtual slaves;
some of them are murdersd
and tirowi bito the river 1o be
caten E\ fish, mnno&:mm toone

prostitutes for gold m:n«. tin
miners.

from their fam

preiexiofbed

gtong. “As the
wiolds, othiar de-
counirigs wild be
atemala io
Fearm B 1o Ta lend more
Wleclively,” rveports

§ setiiuty of Lang

soliny i Cambyidge, Bass.

. The mining
:n1 served with
wi luminium

Dauxite mine.

The pulitdcal recognition
of ancient righis is most ad-
vanced in Cisada, where the

g

LY
Al

©slgned an agree-
wient that gives themn selfgov-
ing stituz i the Arcidc ter-
ritery of Nunavat (850,060
CRYETRS :,_n,n,,r about a fifth of
Canada, with 22,000 people).
Nunavut means “Cur Land”,
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The conguest of aborigi-
ndl M‘me.wmummww .r;ﬁwwﬁ.wwwwwﬁ.m w.wwum.ﬁn.
however, T vst “lost” tribe

BRAZIL has about B00,000 | of stone-age nom n,.,ww has just
beei discovered i Papua New

anyother county exceptThai- | Guinea, where mranm rival
land - aceording to a congres: | Christian groups are now rac-
sional enquiry. In mining ar- | ing to introduce them to God.

HARARE
Land grab

clargs,
Gely mm W

Fh e

;mwmnm NGEmE.

Ity ﬁmyw g the Land
%imﬁﬁwgw }ﬁw

'8 4,300 come-
% own 27.5
ff of

LONDON
Crown fand

BRITAIN'S Crown Estate -
officially owned by the Queen
- paid a dividend of nearly £76
million to idie Exchequer last
year, despitea diopin thev
of the property portfolio.

The Estate’s portfolio is
made up largely of commer-
cial property, including Regent
Street in London's West End.
The Estate outperformed all
majer UK property comnpanies
during the property crash,
because the estate had antici-
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pated the recession and termi-

.| nated development projeetsin

1989,
@ Not so lucky were the
Church Comuissicuicrs, who

. pay the stipends of the Church -

of England’s clergy out of rents.
Their portfolio collapsed frum
nearly£3 billion (1989) 10£2.16
billion last year. The Counnis
sipners have decided toreduce
their investment in property.
~ ® The Bank of England
has urged banks to sell Inans
to property co:npanies in th
form of property-backed
beonds. This support for a
marketin distressed corporate
debt is supposed to free com-
panies to raise new ecapital,
strengthen balance sheets and
“in some instances [it] injeces
liguidity into the market”.

@ Chancery, the first Brit-
ishbank to gounderwhen fand
vahues dropped in 1991, isniow
being investigated by the De-
partment of Trade.

TOKYO
Kiss and profit

THE WORLIXS riche
- landowngr Yoahi
Taulsumi Forbesy
estimates his wa
least 54 billiun}
the hatchad witiv his
brother, Seiji Ta
owig & hotel
gether, they are sely
giclni TV channelw
multiply thelr peos;
profits in a Jag
economy where
values have hesn
the recession.

LOS ANGELES
The wages of speculation

PROPERTY company divector
Gian Luigi Ferri sprayed bul- .
lets which hit eight people and
then shot himself, as a result
of his fears about the outcome
of a dispute over a property
deal.



THEBRITISH governmentis reading
“recovery” in the drop in the rate of
inflation to a 30-vear low. In fact, the
June rate of 1.2% is a signal of distress
in the High Streets, where retailer:
Trunning a4 continuous
of goods in a desperate effort o sty
alive untl consumers decide to spend
with confidence.

Governmentforecastersare grasp-
ing at any number thar suggests an
upturn from the economic trough,
The problem, however, is that they do
not know how to value the relative
significance of the trends.

Take, for exampie, the housing
markel. Everyone agrees on the im-
portance of the residential market in
the economy. Some want prices to rise
-as evidence of consumer confidence.,
Orthers, however, want prices to stabi-
lise - so that the inflation rate is not
pushed up.

OUn the face of it, the despondent
housing market ought to be buoyant,
Asthe Halifax Building Society’sgraph
reveals, average house prices have now
fallen back in line with average carn-
ings. Good, say some; {or this means
housesare once again affordable. Bad,
say others, for this suggests that ¢
ings are rising too fast (thus eroding
competitiveness).

Good, say some, who want con-
struction to restart. Bad, say others,
who feel that this would give a kick-
start to land prices - the primary cause
of the boom in the late 1980s, which
lead directly io the recession, Accord-
ing to Westhury Partmership Homes,
a Gloucestershire company: “We are
aiready secing increases in the cost of
buitding materials and as land prices
recover, proposed levels of housing
nvestment will not be sufficient (o
meet the social housing movement’s
needs.”

According to Pleda, a firm of
econcmic consultants, UK house
prices will continue to fall for at least
the next two vears. For thervelsa "wall”
0f300,000 unsold properties overhang-
ing the Em;m;, which means total
supply will outsivip demand,

The crash in private sector con-
struction (from 179,000 in 1989 o
138,000 lastvear) has been more than
offset by the sharp rise in the repos-
session of 85,000 houses from families
thatfound theycould notfinance their
mortgages. According to Shelter, the
charity for the homeless, the number

6 »

sale

P

”ww«_ﬂw r.w% .

by lan Barron

of people living in homes in arrears
with mortgages payments hasreached
2m - double the population of Bir
mingharn,

Builders are one of the victims of
the “success” in the fight against in-
flation. Cut-throat competition has
stashed their profit marging to “sui-
cide” levels, .x;mon%ﬁm to the Roval
Instimition of Chartered mmﬁmﬂdww
Good, for Major’s government, which
is making large claims for the impli-
cations Om a low rate of inflation. Bad
for the economy, say the analysts who
know that constriction is one of the
leading sectors of the economy,

:ﬁdn is desperate news for
ry which should be leading the
country’s investment ?Q:r&h_,
the RICS “We are tn a Caich-22
ation. Werk levels will not allow ten-
der prices to rise until lute 1994 and
with pressure on supply and sub.con-
iract costs, it is difficult to see how
some moﬁﬂm__wmg will cope.”

THE BLEAK outlook is forcing con-
struction firms to divessify on an in-
asis, in search of cut-price

The UK’s Taylor

Woodrow has bought M“”s
2,000 lots in Florida on
favourable terms, chair- 2207
man Colin Parsonstold 97
his annnal meeting in -~ 70~
May. “We continue to 190~
seck other parcels of 180
land available at heavy 8 170 -]
discounts which have 2 4 |
planning approval and |
where production can |, |
start quickly.” +30 |
Taylor Woodrow 10|
has disposed of most of .
centres, is seeking to  '%°

folio in the UK and Canada.

The UK industry has lost 560,000
jobs since mid 1080, According to a
trade enquiry by the Building Froniss
ers Confederation

yir je enill faling
Ty

iz atlesy

¢ 25% of all firms ewpert 0 con-
tinue shedding jobs,

OVERALL. then, the outinnk conrin.

1es to look bleak for cansnmers angd

curnzoed Mwﬂ

e ey

S (AR

asset - their r?ﬂvn In past land-led
homeowners have been M,:@

T);).J:ﬁ
RO .

UmEm 5..23?1 by the government.

reduceits commitment 0
to propertyin the USA,
and rebalance its port-
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ROBERT V. ANDELSON, Professor of ﬁm&&%@, m.&,wiwxﬁ Auburn

LT
L RIVETSLy,

Auneric

FUHE collupse of Marxism is to
L mphant viandiea-

fngn g ey A

o O RE o

nilaily

vibrandy

Imingly popu-

Ve o T

far, Yor this is aot the cuse. Thelr

r . it e \“ -~
erloiinance movirtaally the entire
Yot B L R . -1 o am
Golovuworid s Become Tackiuster

at hest, and even the cconomic dy-
Mol pat has given way to

¥ e ey TATY
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the end of the €old War has coinie
mméi.u: ::).:m of disillusionment
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wliliuda T»T.(QQT i
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WiiGse master-
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Byt u.S.,:.m. Book i econciics, are
now being examined appre-
ciatiosn, For it was George who, while
:n.;:;rm ¢ equity and elficiency of
e free markets, wiiguely iso-
the chief debilitating faw in
diadisi” as it ??mm_q exists in
practice, al the same tiic pointing

thie veay s s reinge >LwPTCEmW
setin the context of late 19th century
Amgiica, his anaiysis is universal in
itsscope, and itsrelevance today even
greater than when it was in

-1
Muﬁ % T(E..Zrl.

Kup:v.

Ty L rod Influence

George learned to set type asa youth
e Phizudelphia, Movig west to seek
une, he carned a precarious
s ourneyina T».mﬁan in8an
Ly, then M;r 4318 A newspaper

new significance

reporter, editor, and eventually the
publisher of his own daily, After the
publication of Progress and Poverty, he
settled in New York Clyy and spent
the remainder of his life lecturi ing
(frequenily abroad) and writing,
ﬁw.ommmmmw.mwm more books: The [Trish]
Land Question {1881), Seocial Prob-
lems Tmmm 3. Profection or Free Trade?
(1885, The Condition of Labour{1881),
A Perplexed Philosopher {1892), and The
Scigneeof Political Ecovomy (uifinished
but published posthumously in 1897).
His literary siyle has seldoin been
maiched in foice or clarity.

in 1585, George ran for mayor
ol New York City on a reform ticket.
While he had no real ambidon to
held public office, he saw this as a
means of focusing attention on his
beliefs. According o most authori-
ties, he acrually received the most
votes, yet, since the official count was
rigged by the Democratic Party
machinie, he came in second, ahead
of the Republican candidate and
future president, Theordoie
it He was prevailed upon to
run again in 1897, but was felled by
a fatal stoke five days before the
balloting. George wasliterallyamartyr
to his cause, for his doctors had
warned thiat his frail health could not
withstand the rigoss of another cam-
paign. His funeral was marked by an
ouipouring of public grief unprec-
cdented in the city’s history. Even
those who opposed his ideas ap-
plauded his motives and acknowl-
edged the nobility of hils characier.

After his lifetime, George’s influ-
ence was cclipsed by that of Marx and
Eevnes, but his avowed disciples have

mgwﬁw,ﬁ reviews the condemporary relevavce of the

social veformer whose philosophy is now assuming

included many eminent figures. Leo
Tolsioy tried to persuade the tsar 1o
adopt his reform. Shortly before Sun
Yatsen's death, the father of the
Chinese republic declared his inten-
tion of implementing it there. Even
Winston Churchill was for several
vears an ardent advocate of the
position, and never ceased o helieve
initalthough political considerations
militated againsthiscontinued cham-
piomnship.

With certain notable exceptions,
academic economists have until
rather recently tended w0 ignore or
to disraiss George - this despiie the
fact that Joseph Schumpeter, the
magisterial historian of economic
theory, unambiguously affirms his
technical competence. But today
American economisis throughoutthe
pelitical spectrum, from Milton
Friedman and Arthur Laffer 1o
Kenneth Boulding and William
Vickrey, have publicly espoused key
elements of Om@nm?w theught.
Vickery was last year's president of
the American Economnic Associa-
tion. Hewasamong the distinguished
scholars (including three Nobel lau-
reates in economics) who signed a
letter (Nov7,1990) urging then Soviet
President Gorbachev to instinue a
land plan along basically Georgist
lines.

His System

George is best known for the theory
that most of the market value of land
exclusive of improvements (“eco-
nomiicrent”) should be appropriated
by society and applied to general

public purposes, with corresponding
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** THE LAND & LIBERTY ESSAY <

HENRY GRORGE

abolition of taxation on the fruits of
human effort.

His system rests upon the
Lockean premise that private prop-
erty is ultimately justified by the right
of an individual to his Iabor as an
extension of himself. Since land is
not created by human labor but by
God as a fund of opportunity for the
use of all, the argument for private
ownership cannot apply to it. Eco-
nomic rent constitutes an exact
measure of the disadvantage sustained
by those who are denied the chance
to use a site or natural resource on
equal terms because of its pre-
emption by the owner; therefore, it
should be taken by the community
as an indemnity to them, subsidizing
protective and other social services
that would otherwise have to be paid
for by a levy on the m:;ogc.nm of their
labor.

George characterized thisas “the
taking by the community for the use
of the community of that value which
is the creation of the community”
{Progress and Pouverty, Book VIII,
Chap.3), for he contended that rent
{when notartificially inflated by land
withholding, speculative or other-
wise) is essentially a social product -
the result of population, public de-
mand, government services, and the
aggregate improvements and activi-
ties of all individuals in a given area,
not the result of anything the owner,
as such, may do to a particular site,

Since he advocated the use of the
tax mechanism to collect economic
rent for society, his proposal is popu-
larly known as the “Single Tax,” but
itisreallynotsomuch a tax asa public
fee, not withstanding the fact that it
eminently satisfied all of Adam
Smith’s "Cancns of Taxation,” Al-
though he thought, probably cor-
rectlyin his day, that thissourcewould
be more than adequate to support all
legitimate government functions, his
position would not necessarily pre-
clude other benefit fees if economic
rentshould prove inadequate, A small
percentage of the rent would be left
to the owner as an agency comrmis-
sion and an inducement to retain
title. Inasmuch as he would be liable

for the remainder of the rentregard-
less of how his land were nzed, the
owner would have an irresistible
incentive either to put it to its opti-
mum use or make it available to
sormeone who would, He would have
no motive for m@mnzmmﬂo:.
George’s program, although
radical in the sense of attacking the
root cause of economic maladinst
ment as he saw it, is conservative in
accepting selfiinterest as the norma-
tive economic motive, and in avoid-
ing drastic methods that might rend
the social fabric. (It would be imple-
mented in gradual stages.) As
Schumpeter remarks, “he was carcful
to frame his ‘remedy’ in such a
manner as (o cause minimum infury
to the efficacy of the private enter
prise economy” (Fistory of Fronomic
Analysis [195841 n 868 In fact, its
o._dmmiﬂﬁ toe w::?. that %M‘Qm_:ﬁ.
Partial but suhstana ;?%ma-
tions of his approach in L\wmfﬂm&
Denmark, and elscwhere
have tended tostimulate production,
improve land wse, and encourage
better and more affordahle y.ozm%q
The social utility of Australia’s
limited but significant landalue tax
isrevealed in a survey comparing the
three states that have much heavier
land-value taxes and much lower
improvement taxes with the other
three. During the halfcentury cov-
ered by the survey, the firse group
{Oneenstand, Mew South Wales, and
Western Aunstralia) saw far more Innd
put under crops, while the second
group (South Australia, Victoria, and
Tasmania) experienced decreases.
The value of improvements as com-
pared to land was 1581% in the first
group as against only 79% in the
second; it was highest of all, 1989,
in Queensland, which collected the
highestproportion of economicrent.
Hrm first gronp enjoyed higher
factory wages, more purchasing
power, agreater volume of retail sales,
higher capital investment in plant
and machinery, more housing con-
struction, and greater increases in
assets of financial insdtutions and
noowumama% ﬁolmmmﬁ The flow of

Hmn.w.w. _

the first showed that people found
superior opportunities where taxes
were derived to a greater extent from
land values than from production.
Again, Queensland showed the heavi-
est inflow of pecople. (A.R.
Hutchinson, etal,, Public Charges Upon
Land Values [Melbourne: Land Val-
ues Research Group, 1961].)

More recent research confirms
the continued thrust and pertinence
of the survey’s remarkable findings,
{A.R.Hutchinson, et al., Natural Re-
sources Rental Taxation in Australia
[Melhourne: Land Values Research
Group, 1977], espacially pp.12-19)

@maﬂﬁlm deriy 3.5 its en-

tire local ﬂmm.m estate tax from the

wmmﬁ,‘ as an mvmo huee
value taxes E\m ﬁ.:

to T ;11 ﬁ ards
Muller, economist at the ris}
Inland Rewe Directorate, nma
author of studies on the property tax
in wa%mmwv F the .;nn n
sector, the effect of the system has
been to replace farm tenn
independent s

Taiwan’s mvmn)g h has been
characterized as “the most seceseful.
of postwar land reform=" (Fred
Harrison, The Power in the Lond
[London:Shepear S aleyn, and Mew
York: C::S,mm Books, 1
addition tolarge-scale rediss
the system is marked by a tax on the
unimproved value of land @mmm& on
self-assessment), with a sen
at higher rates on vacant and
underimproved sites. Also, a steeply
graduated land-value increment tax
lsimposed on i i

1

PN

As mml% as 1967, 10 years
plan went into ma: opera
present form, CF.Koo, pre

on i1 its
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Sun Yat Sen then went fuithier
than this; “Alterlandwlu
have arcgulation by
it year on, all in-
alues, which i other
means heavier taxes, shall

ecenomy.” (F.F.Koo, “Land Reform -

and Its Impact on Industial Devel
opmentin Taiwan,”in LR Brown and
Seln Lin, eds., Land Reform in Devel:

oping Counivies [Hartford, CT: Uni-

versity of Hardourd Tress, 1968], p.
375.)

Free Trade

George rigorously advocated free

trade. He was a decentralist, an
unremiting foe ol Marxism, astaunch
believer in Natural Law, and a devout
though undegmatle Chrlstian., His
sysiem represents a balance between

WV

ALAN SPENCE, o socialist whe adve-
cales the philosophy of Henry George,
suggests thal sociallst Ching - and capi-
tadist Britain - should Ieavn the lessons
faught by Sun T Sen

revert to the communicy.”

He took this fiscal method of
raising public funds from the teach-
ings of Henry George (18591857,
the American land reformer.
George’s book, Progress and Foverty,
had been studied by Dr Sun during
Lils many visits to the West.

He also tock w heart, and put
inte his maanifesto, Henry George's
view that “..increase o land values
isdue wimprovementmade by society
and to the progress of industey and
copunerce.” Thus, as land values
incrensed, sowouldthe revenue from
taxes and Dr Sun saw this as a scurce
of funds for building the “many
Shanghai’s” China required for iy
entiy inte the modern world.

SHORTLYafter 10115 Emnmwﬁfcvm
poweranddidnetr hwuﬁﬁﬁwqﬁw 22
when he was mainly cccupled with
subduing the many war lords who
controlled parts of China’s vast ter-
ritory - a task he n:nm not complete
before his death in 1925,

During this Mwm:em of power, he
einployed a German, Dr. Ludwig
Schramier, to prepare land reform
proposals based on outlines set out
in San Min Chu L Dr Schramier had

LUTIONARY LAN

_HENRY GEORCE.

Mmpimrhmwu ur:,w communitarianism,

secure what rightfully belongs to him,

the community must secure what-
rightfully belongs toit. Ithas contem-

porary implications that go beyond
its original purview - e.g., ecological

.mcm‘uwmﬁ.wmom throughuse of tuxation

to i1 :alize pollution costs. .

e This essay originally m@wwmwm% in
German in the December 18, 1592,
edition of Neue Zurcher Zeitung,
Zurich.

FORM

been governol of die German Colony
of Eaio Chan which included the
seaport of T The German

Government had compelled the
Chinese Empercr to lease this area
to it in 1898 and controlled it unil
forced out by the Japanese In 1916

During his period of governor-
ship, Dr Schramier had raised rev-
enue from his dny coloay (220 sq
miies) by lewsing lund ;La drawing
ground rent, lmposing escaluting
tiwbs s for land left vnused. Duw-
ing the 18 years it was under his
conirel, the eclony made rapid
progress in developing s infrastruc-
ture, This u?m: e thejapanese
occupicd e territory and reiurned
it to tradi
trol.

Dr. Schramier was killed in a car
crash a fewweeks alter Dr Sun’s death
and although the land reform stat-
utes he was workiug on were within
days of being comploted they died
with him. Instead, Chiang Kai Shek,
who had zssumed the mauntle of
leader, i
sion.

Under Dr Sun the Counm
arty had become move influeantal
within his Kuondbntang Party. This
and the mmnum,f&, of peasant and
working class o v alarmed the
landowning &wn wm 1eEs L 508 and
the mafislike secretsocieties. Chiang,
.fnu:mmccvv
o power, now turned

T,
FEEy

swnership con-

a policy of repres-

1tiiist

whose inkswith thesein

hadhel mh;w-ﬁn
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against the threat to their power and
started a campaign of mass execu-
tions of militant workers, peasants
and Communists,

The Communistsretreated to the
monuntains to wage guerilla warfare
for some twenty years until they were
strong enough to capture mainland

China from Chiang. He and the

remnants of his army and supporters,
some ene million people, were driven
onto the island of Taiwan.

* In Taiwan, paradoxically, the
principles of San Min Chu I were
applied, somewhat unevenly in rela-
tion to welfare provisions and control
of Capitalists butresolutelyin respect
of rural land reform. Chiang was
compelled by his own officer caste
and the Amerigcan advisers sent by
General MacArthur from Japan to
introduce these reforms to counter
Communist propaganda. The inten-
tion was to prevent the Communists
from gettinga firm hold on the minds
of Taiwan’s heavily exploited peas-
antry and a repetition of their expe-
rience on the mainland: a civil war
which would see the Kuomintang’s
inevitable defeat, and the establish-
ment of Communist government on
the island.

THEESSENCE of Taiwan’s rural land
reform programme was that the land
should be owned by its tiller, A three
stage programme was adopted: first,
thatrent should be setata maximum
of 37 1/2 % of the value of the crop;
secondly, that public land should be
sold to tillers; and, thirdly, that land-
owners who had land in excess of
their tilling capacity sold it to tillers
at 2 1/2 rimes its annual produce
price.

There was vigourous opposition
from Taiwan’s landowning classes.
Yet, as there were few members of
Chiang’s military caste on whom they
could count for support as their
brethren had successfully done on
mainiand China, the landowners
received short shrift from the new
government and particularly from
Cheng Chen (later to become Vice-
Presidentand Prime Minister), Tt was
he who, whilst military governor of
a mainland province, had independ-
ently introduced such measures and
seen, as Sun Yat Sen had predicted,
how successfully they had lifted the
living standards of the peasantry.

By converting the public usilities
- left from 50 years of Japanese rule
to public cwnership - and using the

share issues to pay the landlords for

their former holdings, the opposi-
tion was fractured; virulent resistance
withered away. The first generation
of dispossessed landowners, having
now lost its function of organising
local and national power to ensure
receipt of rent from the peasantry,
simply pined away. However its
capitalisticallyminded offspring used
the cash flow from these shares and
state bonds to become industrial
entrepreneurs, aided by American
advisers and opportunities for fledg-
ling commercial work for the UN
forces engaged in the Korean War.,
From thisbasis Taiwan began to move
onto the high-ground of industrial
Capitalism which it so suecessfully
occupies today.

Thus came into being one of the
so-called tgers: Taiwan, Singapore
and Hong Kong. These three either
reformed rural landownership or
already held the land in public own.
ership (asin Hong Xong, where Iand
is a Crown possession: it is auctioned
off on fixed term leases to Capiralist
entrepreneurs). Likewise in Singa-
pore where the government of this
city-state owns 70% of the land and
uses it either for its extensive state
industry network or leases it out for
commercial purposes.

These threecountries provide the
empirical evidence for the soundness
of Sun Yat Sen’s policy of using land
reform as the generator of revenue
for industrialisation. Hong Kong, in
particular, has no land-owning class
- only werkers, capitalists and a very
few lease-holding horticulturalists.
Therefore it presents itself in a pure
formof Capitnlismasamodeltoform
a bedy of economic law applicable
elsewhere - East or West, Socialist or
Capitalist.

Within mraditional Capitalist so-
cieties which have the three classes
of landowner, capitalist and worker,
the landewner gets the first sum of
money in the trade cvcle. Before the
capitalist can get his means of pro-
duction and lahour force to operate,
ground rentmusthe paid to the owner
of the land.

If this ground rent is instead
received by government and spent
onimproving infrastructure with part

put into government reserves, these
savings could be used to intervene
against shimps which may arise be-
cawse of overproducton ors
By spending on house building, mass
transportsystems, ports, hospitalsete,
demand is restarted within the
economy and the trade cycle is given
a beneficial push.

This process is able to fulfil the
ambition of John Maynard Keynes
(1883-1846), whose policy for kick-
starting economies was flawed be-
cause governmenis had either 1o
borrow or print money in order to
get the economy out of itz slump.
This only stored up problems of a
larger size for later solution. Keynes
had little appreciation of the role of
ground rent within Capitalism and
failed to wnderstand its economic
eyeles, However once we recognise

provide a basis upon which an intor-
ventionist unemployment pro-
gramme ¢an: be devised, o bonefit
bath capitalist and worker,

From =z Socialier pomt of view,
ignnrance of the part which groumn:d
rent has o play within a Soeia!
society is one of the reasons for the

conntries of Eastern Europe
ticular.

Marxuseda good partofVolime
HI of €apital to analyse the role of
rent within a Capitalist soeiety. Un-
fortunately this study was
over into the ers of Sociakism rither
by Lenin or Mao Zedong

Z. But in
intreducing his New Economicl
in 1921, Lenin did begin to reap-
praise the role of the market in the
transition from Capitalism into So-
cialism - including varions forms of
taxes. Within rhis evamination, the
rudiments of a proner land
system did emerge, butweore crush
by Stalin along with the rest of the
N.E.P. programme. Stalin tonk the
path of brural coercion to achieve a
Socialist society. It failed, and the
attempts to put Socialism’s failure
back onto the high-road of progress
is setting Russia and other conntries
horrendous problems of restrictur

mg.

MAO Zedong was never ahle 1o get
to grips with the significance of
ground rent which, given the enor
mous respect with which Sun Yat Sen



j - ficld by the Comumunist Party
of Ching, is surprising.
bav’s attenipt to cover the dis-
etween China's Asiatic/feudal
de of production and Socialism
'he Great Leap Forward was a
tev iting this right, as Deng

this uppears o have been recognised

v

and die last congress of the Commu-
wist Pariy introduced various mecha-
slsiis {00 obtaining ground rent by
vardous forins of leasing.

wan, though benefitting from

B |

Gun ccising out wrban land,
he distortions of having
Egoverninentand state sirac-
Lict with the Socialist ten-
105 of Sun Yat Sen’s policies. This
13 & fesson. For it shows that only
there is a regime based on
ermined leadership and a he-
class/ Socialist
a5 In Slagapoie, s it possible

cosure e wansition te a Rully
siructured form of Socizlism.

Lhere is, interestingly for aca-
deniic researchers, one area of hilstory
commented on by Dr Sun which has

—

semony of working

DL,

wa Litle attendon given to it by left-
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clans, and this is where
fie snids "l

Ching destroyed her feudal
25 long ago as the Ch'in dy-
sasty.” The Ghvin dynasty ruled China
from 246-207 BG.

Tothewesiern historian thisseems
exceedingly odd. Foraccording to our

wpuiions, reudslism came into exist-
ence with the downfzll of the slave

eisse alter 8 AD. This tradition of
Listory sees dhe pe isation as being

fivis primidve Communisim to slav-
cry, fom this to Feudalism, on to

it presentation of the
abuve teads easily to presenting his-
tory as 4 uinilinear process of progres-
sive Leiterment, in which each mode
of pruduction mechanically creates
the nextsiage. In this pattern, Feudal-
st inevitably produces Capitalism,
However, if Feudalisim was overcome
in Lhina 1,000 years before it became
sushied in Europe and did not
lead o Capitalism, then what?

In fact China, post Ch'in, settled
W a social form which had

balance between its mode of produc-
tion, relations of production and
superstructure and, therefore, was sus-
tainable asan entity, Nor was there any
sign in the following 1800 years that
it could not carry on indefinitely, ,

It took invasion from Western

Capiwalism to dislocaie this balance -
and push China on to a path which
_has led to the present where a Com-

munist government is laying the basis
for a Socialist society.

WHAT I'would like to draw'attention
to though, is this: if social life is not
tincar, is it cyclical? Evidence for this
could be the way Capitalist society is
evolving in Briin Here, landowiiers
are the most powerful class in both
urban and rural settings. Systematic
expropriation of ground rent has

sapped capital from industy to-such

an extent that Indusirial Capitalism
iucks the financial resources to reno-
vate itself - apart from a few
transpational companies. Further-
more, the landowning class is deep-
ening its political grip through con-
centration of political power in the
superstiucture.

The country isbeing depopulated
of its Caplwlist entrepreneurs and
there is dispessal of its organised
workforee. Tt is alsc reducing the
number of its tenunt fanmers and
introducing a new form of “second
serfdom” on furm workers, Within chis
structure the only Capitalist fraction
which is growing stronger is merchant
Capitalism: beth in consumer com-
modities and the financial markets of
the City and the banks.

In this scenario, the former indus-
trial working class will become
declassed and disenfranchised
plebians. Fed on “dole & television”,

with malnutrition and psychological

_ despair reducing the birthrate and
population to proportions similar to

- .. those- of the Middle Ages. Of course
this scenario is but a tendency. A ten-
dency, however, which flows from
seeing modes of production manifest-
inig therigelves in' a cyclical fashion.

A SOCIALIST programme structured

- to neuiralise the landowners, could

- anuul this tendency. My conviction is
that the. British people will do this.
They will see the danger, visualize the
alternative, and organise to make sure
that it is the beneficial society which
is constructed in these islands.

To achieve this we can be helped
byastudy of the Land Problem asseen
by Dr Sun Yat Sen and then by apply-
ing those solutions appropriate to our
economy, social life, and the political
conditions within Britain.

MELBOURNE INTEENATIONAL
GEORGIST CONFERENCE

Sponsured by:
Georgist Council of Austzalia
31 Hardware Street, Melbourne
Vietoria 3000, Austrlia,

and

Interngtional Unlon for Land
Value Taxation and Free Trade
e Sept. 26 to Oct. 2, 1993

Write to Georgist Council of Australia

passion.” - Population Studies

Commons Without Tragedy
RV, Andelson (editor)

An international group of scholars examines the impact of population on
the economy and environment, arguing for a reappraisal of property rights.
Published in Britain by Shepheard-Walwyn Ltd., London (t14.95) and in
the USA by Barnes & Noble, of Savage, MD ($34.50).

“One s lefiwith a feeling that some of the contributors might actually come
to blows if left to manage auything in common - but this really makes the
book more auractive, since opposing views are put with such scholarly
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POLICIES FOR A SUSTAINABLE FUTURK

Planning for a Sustainable Environ:

Andrew Blowers (editor), Earthscan, H&ozmob £15.95

RECOMMENDATIONS by the 16
contributors reveal that there isalong
way to go before a satisfactory blue-
print is produced for solving environ-
mental problems, for their analyses
are not yet armed with a sarisfactory
theory of land use. Result: proposals
that do not match up to the scale or
nature of the problem. ,

There are scatiered references to
the connection between land use, tax
policy and envirenmental problems;
but no comprehensive theory of land
use that makes sense of why both
capitalist and communist countries
have failed to use land and natural
resources 1o the advantage of either
the individual or society.

Prof. Blowers, in addressing the
problem of derelict land in the €ity,
is correct to recommend: “A tax on
land values, set at appropriate levels,
would act as an incentve, stimulating
owners to improve it and release it
rather than hold on to it.”

But his proposal is partial. He
applies it 1o derelict land alone; and
one of his colieagues proposes that
the tax should be removed once the
land i3 brought into use, Further, the
analysis on which the recommenda-
tion is based is confused because it is
not underpinned by a theory of land
use. Hence, we are ornce again told
that “The complex causes of vacant
land have been much debated but
essentially it is land without present
vaiue because it has no market.”

No-one hasvetdemonstrated that
the owners of such sites are therefore
willing 10 abandon their claimsto land
which supposedly has no value!

Another example of inexcusable
confusion is the proposal to create a
Sustainable Land Development Fund.
The idea is sound: a fund dedicated
to dealing with environmental prob-
lems, financad out of the rent of land.
But what is the method for sluicing
rent into that fund? The authors
resurrect an idea that has been thor-
oughly discredited by experience in
Britain: a “betterment” levy, exacted
when planning permission is granted
to landevwners,

The authors explain: “Vast

PAGE i2

amountsofmoneychang
land is Qm<&0ﬁma A ;
as much as £10 m :.aﬂ mon two hec-
tares of farmland that has planning
permission for a superstore. This
enhanced value reflects the profit
anticipated by the retailer, but it is
considered by many people to belong
to the community whose ﬁ::nngm
actions brought services and popula-
tion near encugh to the site to justify
its QnéHOwEmE The potential value
of the land is only _,mm_zmi with the
grant of planning permi "

Right: the commumity creates the
value. Wrong: the potential value is
realised mot when permission is
granted, but when people demand,
through the wmarket, the ¢change in the
use of the Iand. Planners can grant
permission untilthe cows come home,
but if the
there will be no |

My main g
is over this claim: “In the past 45 years
three artemypts to colleet this better.
ment have been made, each to be
ahandoned by folles
mainly for po!
the diffcrent ?,7253 wWaTE
ated before there had been s
researchina
toidentify the canses of
mroﬁwmmm.

This is just not frue
Tories crystaliized nolit
to Labour’s three m:wﬁmﬁ al recov-
ering part of the rent of land for the
public purse. But there was ample
empirical evidence to justify that
opposition, ashasbeen re-emphasised
in a new stmdy#
torted the use to which land was put,
and, in one case, contributed to a land
beom by working to the advantage of
land speculators!

The historical record deman-
strates the fudlity of resurrecting a
fiscal policy that has heen discredired,

G
by
L e

“market”

15 in value.
with the qt thors

NG EOVITIIMen IS

ficient
129085 —.Tnﬂ«.»‘.ﬂ: efferes and

TarTL

mjmﬁw nlv the

Pabour’s Iows dis

HOW DO WE explain this failure
on the part of di wed scholars
andenvirenmenra! specialists? In part,
because they are wadded to the iden
that “planning” is nmjm?fn of more
than it can actually r. For exam-
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nT eswtern

ple, they hold the planning ~
partly to blame for postiar rrrors in
the fields Smwﬁuﬁnja;,ﬁrbj and indig.

trial pollution. In Fact these pro

LY

stem from a simple failire
Ecological :T:ﬁmn i
been automarically limired o e
able levels if users had been vom
to pay for the henefits they

from using “land” (dofinod &

all of nature’s resonrees). The price
they cught to have paid is the “rent”
of land; %m m;l;%xﬁ renea! rovenng
then su
that Sazan;w add to ;w: P L,.w_,ﬁ,,.,,m
highlighted in adm report.
Thereisar:

R

rorEyed e

iy

ties ;.:w% are bri T:a &

Faltalods r

frenta
o b i

Efig anhr.

Tamd o

policies %ﬁ Eﬂa:dié.n.,
lonmens Old WEN T
mernt :mm been 1
in Lerchworth (the one “garden city”
which, forlegal reasor W Thiehop

2.

154

-

rng ?ﬁ, ws years

was not able 80 privaiise).

We now need a solurion ghar
embraces existing cities and ihe oni
ronment. Thar means, as was realised
by town planners like Howard and
Patrick Geddes, an ad vnlorem tax on
the rent of all Tand, supniom
rental charges for the nse of resnurees
such as rivers and the air.

YV H. Blundell, Lobaur’s Fin
Acts 1947-1976, ESSRA 177

DR S

Bridge Road, Y ondon,

4 ; {9y
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