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COVER PHOTG: Street kids bury a 13-yearold Nehaman Carmona
Lopez, who was kicked to death by police in Guatemala City,
Pictured: British-born Bruce gy
Harris, the Latin American ' ’
director of the US charity
that aims to help the chilg *
victims of the war for contro
over fand. Says Hardis: “The
least we can do is try to give
these children time to play.”
- See Enifor's Comment, this
page,

18

| Terri

IN GUATEMALA the pelice know
how to deal with children of the
streeis who have been abandonod
by their landless parenis.

They kill them.

In Brazil, the police - or their
licensed henchmen, the death
squads - do the same, scouring the
favelas for their little victims.

And in Argentina - during the
days of the Junfa - the generals
who invaded the Falklands - the
victims were called “disappeared”.

But focus on Guatemala: the
nature of the problem ig identical in
all cases.

THE BBC broadcast a TV docu-
mentary spollighting the work of a
US charily, Covenant House,
which rescues waifs and strays.

ks Latin American director,
Bruce Harris, is fighiing a seem-
ingly hopeless bhattle in Guatemala
City, for the stream of street kidls
is endless.

These youngsters migrate from
rural areas, the victims of an
economic system that deprives
their parents of the opportunity to
earn a decent living. The economic
stress causes social tensions, in-
cluding the brealclown of families,

Which is why so many children
survive by scavenging and petty
crime. And when all else fails, thers
Is always glue to sniff, a cheap
araesthetic against the pangs of
hunger.

But the police do not care for
these bands of wandering children.
So they shoot them: or beat them to
death. And have fun with them -
pouring giue over the beys, pros-
tituting the girls.

And since they are the agents of
the law, people fike Harris have &
hard time persuading the auth-
orities to punish the guilty men.

HARRIS ie frustraied. He says:
“The principal problem is that 80%
of the land here is owned by 2% of
the population. People cannot
scrape a living, so they have to
migrate te the urban centres.

Unless there is pelitical change,
justice will not exist,”

An attempt was made to bring
justice to. Guatemala when Presi-
dent Arbenz expropriated one-fifth
of the arable land and began dis-
tributing it to the landless,

The United Fruit Company was
not happy with that, even though

5% of its land was kept idle as a
matter of policy. Arbenz offered
compensation on the basis of
values declared for property tax

purposes. ,

United Fruit refused compensa-
tion, for it had persistently un-
derstated the value of its land for
tax purposes. The US State
Department demanded that the
compensation be increased from
$627,000 fo $16m - a rise in
assessed land value from $3 {o $75
an acre.

The CIA had a beiter idea: it bac-
ked the invasion that overthrew the
Arbenz government in 1952. The
landless Indian peasants were
obliged to take to the hifls. They
have been dying ever since.
Village-scale genocides have been
documented by Amnesty Inter-
national, but the landed elite’s
grasp on power remains undim-
inished.

But that has left a reminder of
their terrible deeds: the street kids.
Well, policemen are taking care
of them. '

The brutality and killing won’t
stop until Guatemalans develop a
new philosophy of property rights.
That means sharing the economic
rent of fand, the logic of which
would be to give the tillers access
to the soil.

It would afso lead to'a renewal of
family life, and the kids would dis-
appear from the streeis: but this
time, they would be safe at home
with their parents.

None of this c¢an happen,
however, untii there is also inter-
nafional agreement on the justice
of share rights to iand, Otherwise,
how ¢an we be sure thai the CIA
would not get involved again?
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'GEORGE'S.

. THE USSR
[

THE earthquake that devastated much of
Armenia in December 1988 killed nearly 25,000
people and left more than 20,000 seriously injured.
Many towns and villages were almost com-
pletely destroyed.

The international community mounted a large-
scale relief effort, in which nearly 50 countries
provided finance, expertise, equipment and sup-
plies. Since that first immediate response,
thoughts have turned to how best to go about the
massive task of rebuilding the country’s shattered
towns and rehousing the 500,000 people left home-

e Garden City Armenia

o Architect ALAN SPENCE has proposed a plan for creat-
ing new towns in the Soviet Union. His ideas will be amonyg
those discussed af a conferance In Moscow this year. He
explains how the Ideas of an American soclal reformer,
Henry George, need to be adopted by the Soviet Union.
» “The Sovieis won't solve their problems without the
Georglst solution to the land question,” claims Mr Spence,
who has worked with community groups o regenerale
London’s Covent Garden.

¢ Capfuring the economic rent of land to finance the
renewal of the urban environment could be a bold solution
io ‘quake-devasted Armenia, he suggests. The garden cify
concept was originally developad in England by Ebenezer
Howard, who acknowledged that he was inspired by the

less by the disaster.

One result of the continuing
international concern is the
Europolis Foundation’s ambit-
tous proposal for an Armenian
‘city of peace’, designed ‘in
accordance with ecological
principles’. But the Foun-
dation’s aim of creating healthy
cities in which people can live
and work without destroying the
environment could be achieved
by using a blueprint for develop-
ment produced over 90 years ago
- Ebenezer Howard’s invention,
the garden city model could
make an enormous contribution
to Armenia’s reconstruction
programime.

Howard’s ideas have, in the
past, figured prominently in
Russian and Soviet planning
philosophy. Before the First
World War, citizens of the Rus-
sian Empiré witnessed the
building of Letchworth, the first
garden city, and Alexander
Block translated Howard’s Gar-
den Cities of Tomorrow into Rus-
sian while being held in a
Tsarist jail.

Vladimir Semyonov built a
small-scale version of Letch-
worth, called Prozorovka, near
Moscow, and the garden city
approach was incorporated into
the pre-revolutionary  pro-
gramme of the Bolshevik Party.

Alfter the Revolution of 1917,
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fiscal policies of Henry George.

By ALAN SPENCE

garden city pinciples played a
major role during a period in
which many ‘model’ urban
environments were planned and
built. These schemes varied in
scale from local neighbour-
hoods to whole cities (including
the new town of Erevan,
planned by Alexander Timmian
along garden city guidelines)
and were implemented with
varying degrees of success. Only
when Stalin denounced garden
cities as ‘petty bourgeois’ in 1932
did they fall from favour in
Soviet planning.

Now, in an atmosphere of
perestroika, the political climate
is right for renewed considera-
tion to be given to the benefits
that garden cities could offer to
the Soviet Union.

THIS, then, is the background to
my proposal for a new capital
city for Armenia, ‘Ararat Gar-
den City’ - the name being
derived from Mount Ararat,
which, although lying within the
borders of Turkey, plays a major
role in Armenian history and
culture.

Plans on paper are in them-
selves of little value unless they
are realisable in the hard world
of politics and economics. This

is the age of perestroika, in which
it seems that all things may be
possible, but the fact is that the
Soviet Union has very little hard
currency, and Armenia even
less.

However, basing the develop-
ment of Ararat on the same
financial principles as guided
the building of Letchworth - one
of this century’s urban success
stories — seems to be a natural
solution to the funding problem.

A limited liability company
could be set up to guide the
development of Ararat, much as
First Garden City Limited over-
saw the building of Letchworth.
A city finance corporation could
be established to secure funds by
issuing limited-dividend shares
in the company, traded on the
international markets just like
anty other share issue.

The limited dividend would
probably attract only those in-
vestors who would be more
interested in supporting the
aims of the new city than in
maximising the return on an
investment.

Support for the scheme could
be won from expatriate Ar-
menians and others concerned
by the country’s present plight,
but the corporation would also
need to seek funding from loans,

Continued on Page 20 }-
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government grants, charitable
foundations etc,

The new city could be built on

previously unused land or on
areas laid waste by the earth-
quake. Whatever site is chosen,
the land should be leased in per-
petuity to the citizens of Ararat
by the Republic of Armenia.

Following the guidelines: set
down by Howard, Ararat would
take the form of a ‘social city’ of
some half-dozen small towns,
with populations of about
30,000, clustered around a
larger, central city.

THE TASK of overseeing the
construction of the city would
best be undertaken by a dev-
elopment corporation, which
would be responsible for pro-
ducing a master plan (subject to
the approval of the Armenian
Parliament) and providing the
physical infrastructure. Funds
for these operations would be
channelled to the development
corporation from the finance
corporation.

Buying and selling land
would not be permitted; instead,
it would be let out on leases to
appropriate users by the mun-
icipality. Initially, lease prices
would be determined by the
development corporation, but as
development progressed leases
for new sites would be put out
to auction. .

An annual land rate for each
site, linked to the true value of
the land to the user, would be
determined and collected by the
development corporation.

No annual rate would be
sought in the early stages of con-
struction, when the land would,
of course, be largely undev-
eloped; but as the infrastructure
is built up and the surrounding
area becomes increasingly in-
habited, so all sites would be
rated, even those on which
building had not yet begun.

Houses built on development
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corporation sites would become
the personal possession of
mortgagees, who would borrow
money to buy land leases and
for house purchase or construc-
tion from a specially formed co-
operative building society.

To prevent property specula-
tion, the development corpora-
tion would have the first option
on any resale. Disputed val-
uations could be referred to a
system of binding arbitration.

Again following the Letch-
worth model, the development
corporation would set up an
agricuitural division, to lease out
land for small-holdings, farms

S L ST
L

° Alan Spence

and agro-industrial complexes.
As with housing land, initial
annual rates would be minimal,
with the land rating being
revised according to its real
value as urban development
proceeds.

If the country is to retain its
national identity, the rights to
lease land and purchase houses,
small-holdings or family farms
should be reserved for Arme-
nian citizens or their descen-
dants. However, to repay the
hard currency dividends on the
shares issued by the garden city
company, a manufacturing base
would have to be established
and integrated into the world
economy, and to this end lead-
ing transnational companies
should be invited to set up
branch factories.

Land rates for these enter-
prises could be charged on the
basis of the capital cost of the

¢ This articie first appeared in Town and
Country Planning (July/Aug 1990).

improvements to the
environment,

means of production, divided by
the number of the workforce,
and multiplied by the dividend
paid on the shares of the com-
pany concerned.

The local economy should be
reserved for Armenian entre-
preneurs and producers’ co-
operatives, who would be en-
couraged to manufacture goods
which would otherwise have to
be imported. This would enable
them to repay starter loans
obtained from the city finance
corporation and to soon become
successful  and  profitable
enterprises.

Underpinning the successful
development of Ararat, in
whatever sector of activity,
would be the revenue derived
from the rateable value of land.
Rating buildings and property
would only be a deterrent to
development and to any further
built

Any property owned by the
development corporation would
be rented out, with rents deter-
mined by the corporation as
appropriate. At such a time as
the initial building of Ararat is
deemed to be complete, the
development corporation would
hand over control of the land to
the municipal authorities.

GIVEN THE current climate of
increasing openness to change,
the Ararat project could be the
flagship of a new garden city
movement in Eastern Europe
and the Soviet Union. With the
potential for solutions to some
of the problems facing the for-
mer communist bloc countries
and elsewhere in mind, a num-
ber of architectural and urban
design organisations are already
co-operating with the Union of
Soviet Architects to stage an
International Conference on the
Role of Garden Cities and New
Towns in the 21st century, which

Continued on Page 21 p-
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INFLATION FOLLY

OVER THE last decade the
British government has slowly
been edging towards an accep-
tance of the quantity theory of
money as the basis for controll-
ing its financial affairs, The for-
mer Chancellor Nigel Lawson,
even stated on a number of
occasions that MO (which
measures notes and coins in cir-
culation) was by far the most
reliable indicator of inflation.

As a result, the Treasury has
set annual lifnits to the expan-
sion of the money supply (nor-
mally between 1-5%) but it
regularly overshot its target by a
considerable margin. Even in
the present financial year when
a squeeze 18 supposed to be in
operation the average figure
shot above 5%, although after
last August it was gradually
reduced to 3.5%.

As for the broader measure
(M4) its average figure for the
whole year was 11.1% and its
worst 18.2% in January. Even
more significant is the fact that,
whereas 10 years ago this broad
measure was equivalent to about
half of gross domestic product,
nowadays it amounts to 80%.

This is an unhealthy state of
affairs. Even so, the annual
influx of extra notes (M0) being

s BRITAIN'S inflation rate reached
9.7% last year, before easing to
9.3% in December -~ 3% higher than
the rates in the USA and Australia,
twice the rate in France and three
times higherthan Germany’s rate of
consumer price rises.

In his analysis, FRED JONES
blames Britain's government, and is
puzzled why it was necessary to
resort to the printing press to
increase the supply of money while
paying off the national debt.

printed seems modest enough in
itself and according to common
sense should not produce more
than an equivalent rate of infla-
tion. However, money is not the
only means of payment. There is
also the system of credit.

Not surprisingly, it is widely
believed that money and credit
amount to the same thing since
they appear to have the same
inflationary effects. But this mis-
taken attitude is largely respons-
ible for much of the present
confusion about the true nature
of inflation.

In technical terms money is a
multilateral contract between
the government and the people,
and the watering-down of the
currency by resort to the print-
ing press has a direct effect on
everyone’s pocket.

Credit, on the other hand, is a

<@ From Page 20

will be held in Moscow later
this year.

In addition to an inter-
national platform of speakers,
the conference will feature
seminars, workshops, field trips
to Soviet developinents and an
exhibition of designs for new
comimunities, one of which will
be for Ararat Garden City.

Christian tradition has often
made Armenia the site of the
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biblical Garden of Eden. Qut of
the rubble and devastation of
the 1988 carthquake, Armenia
could now build for itself a new
garden and a new beginning.
By the year 2000, Ararat Gar-
den City could be ready to open
its gates onto a new era - as a
standard bearer for a nation

which, with a history that
stretches back towards the
beginnings of  civilisation,

would be ready for a future
beyond the 20th century.

of their customers

bilateral contract between a
creditor and a debtor, and if a
debtor defaults, only the cred-
itor, not the whole population,
suffers.

This is because the amount of
purchasing power in the system
is neither increased nor dec-
reased by credit transactions, it
simply changes hands. So it
follows that in itself the provi-
sion of credit cannot cause
inflation.

Instead, what the ommm: Sys-
tem successfully achieves is to
re-channel demand from one
potential customer to another,
and any reasonably comprehen-
sive retail index must over a
period remain unaffected by it.

Yet, whenever the economy
goes wrong, the government still
tends to use ad hoc remedies to
reduce what it interprets as
“excess credit”, whereas it
should be looking into the
causes that create that excess.

IN THE early industrial era
credit was first offered by the
goldsmiths and silversmiths
who discovered that they could
make loans by using the de-
posits of precious metal in their
vaults as a guarantee of their
financial soundness.

They also found that they
could lend far more than the
total amount of these deposits
because only about one-eighth
withdrew
their valuables at any given
moment.

This discovery must have
caused the cost of living at the
time momentarily to rise until
the market adjusted to the extra
purchasing power which had
been introduced.

But as soon as that once-and-

Continued on Page 22 B
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for-all blip was absorbed, a flex-
ible credit system proved to be a
boon for the expansion of
industry.

Moreover, it stimulated ex-
pansion without causing any
loss of monetary value, because
it involved a transfer of, not an
extra demand for, goods.

There is therefore nothing
wrong in providing credit per se,
but only in providing too much
of it at any given moment based
on a bloated money supply. In
fact, an excessive supply of
meoney, especially in the modern
world, tends to increase credit
and suck in imports from
abroad, upsetting the balance
of trade.

Since the Second World War
this has been a virulent British
disease, but the fact that the
same thing has not happened in
the German economy proves
that it is not an act of God.

It follows that the process of
ever-expanding credit which
successive Chancellors have
regarded as an irreparable flaw
in our monetary system, and for
which the British people as a
whole are held to blame, begs an
important question: What is the
mechanisy through which an
excess of credit emerges?

It cannot occur, we recall,
from within the credit system
itself, since for every debtor
there is an equal and opposite
creditor and their transactions
cancel out. So, since credit does
not in itself increase demand,
the problem must lie elsewhere.

It is, of course, directly,
associated with the money sup-
ply (MO) which, whenever it is
increased, has a knock-on effect
on the broader measure (M4)
which includes credit.

When governments resort to
the printing press to introduce
new money, they take real value
out but put nothing but worth-
less paper in. This causes a
general rise in prices: all the

22

other consumers in the market
have to bear the cost of the
government's inflation of the
CUITency.

At the same time the inflat-
ionary process has a dramatic
effect on the extension of credit,
and proportionally this effect is
far more pernicious than the
expansion of the currency itself.

The basic rationale behind
credit booms is that each extra
pound issued by the Bank of
England eventually increases
commercial bank deposits, and
the banks know that once they
acquire fresh deposits they can
offer extra credit to the public.

Like the goldsmiths an
silversmiths of old they operate
on the principle that they can
safely increase credit by at least
eight times their base deposits.
However, the crucial issue
which we have to examine at this
stage is not the activities of
individual banks but the effect
of an expanding money supply
on the banking system as a
whole.

SINCE banking is a closed sys-
tem in which the various major
banks settle debts daily with
each other, the most important
aspect of their interrelationship
is to keep in step in their credit
operations. Otherwisc some
banks would fall into long-
term debt.

So let us suppose that the
government prints and intro-
duces an extra £1,000 into the
system. From that point on,
whenever a borrower obtaing a
loan of, say, £1,000 from a bank
underpinned by these extra
monetary units and buys goods,
the seller redeposits the money
from the sale in his bank. The
second bank’s deposits then
increase commensurately, and
SO on.

The argument that the first
bank would have to diminish its
credit by £1,000 as scon as the

® The author is Professor Emeritus of
ftalian at University College, Cardiff.

second bank had acquired its

extra credit is not applicable in
this closed yet multi-lateral
system,

The first bank, following its
time-hallowed practice of lend-
ing on a multiplier of eight to
one, diminishes its credit supply

by only £125, not by £1000, after

it has paid out the £1000 of the
first borrower’s loan to the
second bank. The latter then
similarly lends £1,000 to a
second borrower on its new
deposit.

Hence the extra credit based
on the original increase in the
money supply of just £1,000 is
only whittled down to nothing
after £8,000 of extra credit has
been created throughout the
banking system and absorbed
the extra currency.

The surplus credit remains
stubbornly within the system
until either the price mechanism
raises individual prices suf-
ficiently to adapt the market to
the inflationary trend or, alter-
natively, greater productivity
reduces prices to what they were
before the extra £1,000 was
emitted.

In other words, between the
two principal states of equilib-
rium (that is, the one existing
before the increase in the money
supply and the other produced
after a general price of produc-
tivity rise has absorbed it) there
is a continuous, if slowly dim-
inishing, offer of extra credit by
the banks.

Hence excess of credit is a
major vehicle of inflation dur-
ing this entire period through its
disruptive  multiplier effect,
which seems flatly to contradict
our eatlier conclusion that the
granting of credit does not
cause inflation.

It is because of the multiplier
effect in credit transactions that
the claim has often been made
that banks “create” money. Yet
what they are actually doing is
creating credit,

Although the distinction may
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seem trivial at first sight, it is far
from trivial when we trace back
thatextra credit toits source -the
expansion of the money supply
by the government.

For if the extra £1,000 had not
been introduced info the system,
the banks would not have
obtained their extra deposits
and their eightfold expansion of
credit could not have taken
place.

Surplus credit is consequently
caused by expansion of the
currency, but once it has been
created it proves to be a far more
efficient vehicle of inflation than
the extra currency itself.

APPEALS to the banks or the
public not to make use of it by
exercising restraint after the
inflationary act has taken place
must inevitably fall on deaf ears.
Nevertheless the remedy is in
the government’s hands: it sim-
ply has to stop resorting to the
printing press.

An apt example in Britain of
the process which is triggered by
the expansion of the money sup-
ply was provided by Nigel Law-
son during a television interview
with Brian Walden.

Lawson then protested that he
had released £4 bn of extra
money through tax reductions
but that the British purchaser
had turned this sum into £40 bn
of extra credit. His successor
announced in the House that
the extra credit amounted not to
£40 bn but the £54 bn.

Yet, if the Treasury had held
the money supply static when
making its tax cuts, little or no
inflation would have occurred.

Indeed, Lawson’s point that
the tax cuts were a mere blip in
the system would then have pro-
ved correct.

True, there would have been a
momentary increase in demand,
but when that was satisfied no
further credits would appear
because there would have been
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PRESIDENT de Klerk has struck at
the heari of Scuth African apartheid
with the decision to scrap the Land
Acts, which restrict black ownership
to 14% of the country’s land.

All the other inlgqulious laws sep-
arating man from man on the basis of
cotour were meaningless without the
{orcible deprivation of able-bodied

1 men from land,

For with land, people are indepen-
dent: ang by being able to enjoy comi-
petitive living standards, they emerge
as the social rivals of any elitist group.
That is why the Land Acts, passed in
1913 and 1938, were the iynchpin of
apartheid.

The 1938 Act set aside 13.6% of
land for black ocoupation - the area
comprising the “independent” and
“sel{-governing” homelands.

e Over 11m blacks live in the home-
tands, with over 80% earning incomes
below the minimum economic level.

o Abou! 60,000 white farmers
occupy 70% of the land, and it is this
greup that has begun fo mobilise
against the government’s actions. The
Transvaal Agricultural Union im-

mediately announced a protest cam-
paign by white farmers.

Dismantling the laws does not mean
an automatic share-out of the land, for
black people do not have the capital
to buy out white farmers. The Pretoria
governinent has announced plans to
make credit avallable lo blacks,
however.

Irorically, the immediate risk is to
black-owned land. White speculators
could buy land in the homelands.
According to Patrick Laurence, writ-
ing in the Johannesburg Star:

“The major beneficiaries on the free
sale of land will be the large
landholders and giant corporations,
accentuating rather than rectifying
the maldistribution of land.”

Leaders of the non-independent
homelands have agreed measures {c
protect tribat land from being bought
by speculators.

¢ The land question was one of the
first causes championed by the
African National Cengress after its
formation in 1912, The ANC regards
redisiribution as crucial to any
negolialed settlement with de Klerk.

no inflationary process to feed
them.

Instead, money would simply
have been transferred from the
government to the tax-payer’s
pocket with - and this is the
important point - no increase in
its quantity.

To compound the damage, the
ex-Chancellor subsequently
allowed nearly £2 bn of extra
currency to be printed between
January 1988 and August 1989,
and even afterwards in 1990 the
figure continued to rise.

But to continue the earlier
argument, we note that £6 bn of
extra liquidity (four of tax reduc-
tions and two of extra money)
when subjected to a normal
eightfold multiplier will quickly
produce £48 bn of extra credit.
Little wonder that M4 smartly

leapt out of control, house prices
roared upwards, and inflation
doubled.

WE MUST nevertheless stress
the distinction between the £4
bn tax-cut in 1989 and the
additional billions of freshly
minted money.

The tax-cut was not inflat-
ionary, though naturally it could
for a short space of time suck in
extra goods from abroad. This
was, however, the result of a
short-term adaptation of the
market which suddenly found
itself having to supply goods for
the people instead of goods for
the government.

The billions of extra money
printed, on the other hand, must
raise prices across the board on
a permanent basis, or at least

Continued an Back Page B~
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Mother Nature, claims FRED HARRISON, will eventually
force a drastic revision of property rights

THREE HUNDRED years age, a new philesophy of property

emerged that ruptured mankind from his past. The logic of 200,000

years of socio-biological evolution was abandoned in favour of
private ownership of land.

Apologists for the consequential social deprivation argue that
this property right was necessary to support the new mode of pro-
duction: the industrial method of manufacturing wealth. That
claim is spurious, but the debate is now a futile one. For the con-
cerns of the 21st century beckon, and the logic of history - from
which modern man tried to escape - is reasserting itself, forcing us
to relearn the secrets of ancient property laws.

Mother Nature is beginning to compel stubborn man to dig deep
into his past, to rediscover the lessons of sustainable living, For Earth
is haemorrhaging - gouged and burnt by behaviour unhinged from
the rhythms of life - and she will exact a terrible price if the approp-
riate reforms are not quickly introduced.

If this analysis is beginning to sound like a retreat into mysticism,
fear not: the remedial action is down-to-earth.

ECOLOGICAL problems reduce to one simple proposition. The
philosophy of private property in land permits people to use nature
without paying the full current market price for the privilege.

But that does not mean there has been a “breakdown” in the
market, as has been claimed by The Economist,! for that market was
never fully established in the first place. As that newspaper
editorialised: what we now have to achieve is a method of “making
sure that prices reflect the full social, and not just private, cost of
energy-burning or car-driving or waste-dumping,” so that “the
grimy hand (the market) can be cleaned up to make the world a
safen, quieter, prettier place.”

This analysis, in fact, is mystical. The market is not a thing which
can be grimy - or can be cleaned up. The market is a process: the
interaction of billions of people. It is those relationships that result
in the grime that now coats the environment, but it is the rules that
facilitate the process.

We will achieve nothing without a thoroughgoing debate on the nature
of those rules: for right now, the people and organisaiions that are free to
exploit natural resources 1o their private advantage are marnipulating the
language of discourse.

Institutions that do NOT want prices to reflect social costs are
able to marshall a powerful battery of lawyers, professors,
politicians and journalists to bend the meaning of words to preserve
their privileges.

That power is awesome: it has been one of the instruments for
alienating man from his natural environment, and it is a strange
irony that it will take the strength of nature to destroy it.

Lone voices have spoken the truth and suffered the consequen-
ces. One such man is Mason Gaffney, a professor of economics who
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water from the Colorado River will determine future growth and
prosperity: so the debate over property rights will elevate the pro-
blem into a federal issue.

But if the debate is to be a fruitful one, an unavoidable first step
will be the elementary one of re-examining the meaning of words.
And people who insist on calling a spade a spade will initially find
themselves cast in an unpopular role, isolated in their quest for
the truth.

Which does not cause Prof. Gaffney to lose much sleep: he has
learnt to cope with the wrath of the vested interests in his
community.

Take, for example, the word “educational”. It invokes certain
warm ideas in people’s minds, but it is a concept that causes pro-
blems for the professor. He has spent many a year ruminating over
the concept as it is used in California - and especially by institutions
such as the university, which owns 356,000 acres of tax-exempt
land.

Every day, Prof. Gafiney drives his ageing Cadillac through the
acres owned by the University of California. And he is not convin-
ced that the word “educational” is an honest representation of the
purpose behind the ownership of much of that land.

What does it matter? Well, for the taxpayers of California, it mat-
ters a lot. For the university’s land is exempt from the property tax.
That means other people pay taxes to finance the social infrastruc-
ture that gives value to the land owned by the university.

In truth, thinks the professor, many of the university-owned acres
are held for speculative purposes: and that speculation imposes
costs on the community that cannot be justified in educational
terms.

The university, of course, is not doing anything illegal: nor are the
other speculators, such as the people - some of them citizens of
South America - who have invested their money in what purports to
be orange groves. Those owners want permission for their land to be
developed - which would add enormous value to their sites.

In some cases, where the council has refused to re-zone land for

Continued on Page 31 B

Land & Liberry O March/April 1991

25



IF WE ARE going to make any critique of the
international economic scene, or even if we are
going to make any comments about the level of
reward claimed by operators within international
finance, we within the Churches need to do our
own homework. We may not know or have com-
petence in all the processes of international
economics; but we do need to try to make sure that
we come at these issues with the most wide range
possible of theological equipment. I do not believe
that God has left us without resources, cven
though I also believe that the truth is not someth-
ing merely to be dug up from the past. For Chris-
tians, perhaps the most important aspect of the
truth is that it is indeed ahead of us; it is that into
which the Holy Spirit is leading us.!

Our task, therefore, is to come into a situation
which is always new, in which we are always the
early Church facing new and unprecedented
questions, trusting that we have been given suffi-
cient resources to work with, but also trusting that

these have to be picked up and claimed in new

ways from day to day. The problem is well
expressed in the story of Father Ed dela Torre, that
courageous priest in the Philippines, who has
spent a considerable portion of his ministry in
prison. When he was sent from his seminary to his
first appointment, a group of parishioners con-
fronted him saying:

“You krnow you Priests come to us and preach
that we must worship God and go to Church on
Sundays; we must not drink to excess;, we must
not gamble; we must not have sex outside
marriage; yet such preaching is addressed to our
weekends and our night-life — the periphery of
our lives. But from six in the morning until six at
night we are in the fields working. We are far-
mers. So what does the Church have to say about
that? We are poor farmers who rent our land
from the big landlord. He takes most of our har-
vest and leaves us barely enough to keep our
families alive, so we have taken him to Court. But
when we went to the Bishop and the Priests, and
asked if they would side with us peasants they
replied, “Yes, perhaps we should take sides, but
that is not our central vocation because we are
called to build bridges”.

And then these peasants turned to Father Ed
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God’s laws,
the creation of wealth

* This is an edited extract from On Creating Wealth, a

speech delivered by the Rt. Rev. JOHN D. DAVIES, the

Bishop of Shrewsbury, to the Industrial Christian
Fellowship at $t. Katharine Cree Church, London.

and asked: “Have you ever tried to build bridges start-
ing from the middle?* |

When I came to my present appointment 1
made quite a song about my own sense of vocation
to be a builder of bridges. I realise that thatis a
valid image of our task, but also it can be a
dangerously misleading one. I would go on to say
that, within our Church fellowship, people like
politicians, the economists, the business people,
have every right to ask the ministers. “dbout what
subjects have you been educating people, so that they
feel them to be matters of conscience?” The idea that
matters of sexual behaviour and prayer are mat-
ters of conscience, and that matters of the distribu-
tion of wealth and the proliferation of weapons of
torture and death are not, cannot possibly be
squared with a commitment to the rule of God
over the whole creation.

IT IS FROM this point that I think we have to
start, if we are to make any kind of theological
contribution to the task of creating wealth. Let me
speak, therefore, from a place within the com-
munity of those who go in for theological reflec-
tion, who are also ordinary citizens and therefore
on the receiving end of the economic systems of
our day.

Now, it has been a commonplace within the
world, a very small world, of western academic
theology, that we need to develop a theology that
will speak to the needs of “modern man”. The
assumption is that modern man is fundamentally
different from man of the New Testament days,
that modern man has escaped from a world in
which he was dominated by irrational and mind-
less powers, and that he has a new spiritual and
intellectual freedom, having “come of age”.

Now, this may possibly be true for a small num-
ber of privileged people who can call themselves
“modern man” - this may well exclude “modern
woman” anyway. Having spent half my ministry
in Africa, I doubt whether even this is true. But in
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any case [ think that we find ourselves in these

days, those of us who are ordinary citizens, with

the sense that we are just as much the victims of
mindless powers and super-human forces as any
of our ancestors were.

For us ordinary citizens, I suggest that, of all the
impersonal powers that appear to govern us today,
the most powerful and the most unquestionable
power seems to be that thing which is called ‘“the
market”. 1f this is true, then it means that “the
market” has a mythological as well as a practical
character; and this, in turn, means that it calls for
a theological response.

I want to stress, at this point, in what follows 1
am not trying to blame any individual or group. 1
am wanting to describe how this thing called “the
market” operates in the perception and the
imagination of ordinary citizens. I suggest the
following images, or perhaps caricatures of
economic power, as it makes an impact upon
our perceptions.

1. Economic power is a mussive, impersonal
power, affecting the lives and the well-being
of millions: it runs by its own rules and its
own energies: it is a force whose effects we
can observe and whose movements some
people are able to claim to predict. Recent
events have sharpened this image con-
siderably. The wind hurricane in this country
was followed immediately by something very
similarin the money-market world. The two
processes were reported in ways which made
them feel extra-ordinarily similar. In their
style and impact, city news and weather news
occupy'the same kind of space. Weather news
is given its own particular slot; city news is
given, on the BBC TV, its own very special
musical accompaniment. In both cases, we
get this sense of being on the receiving end of
great forces over which we have no
control.

2. Butthere is a select group of experts who can
study and claim to predict economic forces,
and who try to manipulate them.

3. These experts operate a kind of private
language which is unintelligible and mystify-
ing to those who are outside the in-group.
One of the main motives for the employing of
such experts is so that the employing group
may outwit its rivals; the motive for the
development of this area of knowledge is for
the advantage of those who are in and the
disadvantage of those who are out.

4. So, usually, the movements and changes
caused by economic forces operate to the dis-
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advantage of those who are already dis-
advantaged.

5. Further (and this is, perhaps, a rather special
point which may not be universally true)
economic forces can also be said to have the
power to save us from moral evil. For instance,
some people would claim that the system of
apartheid in South Africa is incompatible
with the law of the market, and that therefore
we can wait for economic forces to make an
unjust system obsolete.

6. In spite of this, for most people, the total

effect of economic powers is to make us feel

that we are helpless, that we are victims of an
impersonal capricious fate. This is true for
individuals, for whom the value of their work
is made unreliable by inflation and the

“The Bis op o ) _..m&mrcé
operation of market forces. It is also true for
whole nations, especially poor nations who
find that they have to repay loans at interest
rates which, without any consultation or
agreement with them, have risen far above
the rate set in the original contract.

In a word, therefore, economic forces have
come to occupy the same spiritual space which
was once occupied by witchcraft. The six features
mentioned above are all characteristic of the
world of magic and sorcery, which has been
traditionally on¢ of the main targets of the Chris-
tian movement.

THE GOSPEL of M4dtthew commences with an
opening story, which sets the scene for the colli-
sion between the Kingdom of Heaven and the
powers of darkness, manipulation, and magic.

This is the story in which a group of sorcerers
find their way to the King of Kings; following the
processes of their arcane and secretive science,
they reach their destination, and hand over to the
Infant Christ the wealth which they have gained
from their role and the tools of their trade - the
gold and incense and myrrh.? ‘

From the earliest times of Christian preaching,

Contihued on Page 28 P»
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this was seen as a story of the recognition, by the
powers of manipulation and sorcery, of the pre-
sence of the ruler of the universe within the
created order.*Itis an occasion of handing over, to
the rightful Lord of the universe, of all the secre-
tive or occult powers which human beings use to
exploit each other. And, however unpleasant we
may think these sorcerer-astrologers may have
been, we have to admit that they recognised and
acknowledged the true Lord of the universe before
the professional people of religion and holiness
came near him.

So, perhaps, we can expect that the professing
Christians may come rather late on the scene in
the discovery of the truth. But it also means that
those who inherit the Gospel and seek to live by it
may have been given tools by which they can
recognise the spirit of God at work in the world;

=

and they may also have a responsibility for detect-
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ing and exposing ways in which the systems of this
world both encourage violence to the truth and
also cause damage and hurt to the most disadvan-
taged of the children of God scattered across the
world. This, in any situation, has to be alarge part
of the responsibility of those who count them-
selves as members of the Christian movement.

We are calling this lecture “On Creating
Wealth”. 1 wish fo suggest some questions con-
cerning the meaning of these words. First of all,
concerning common understandings of the
word “Wealth”.

Iwantto suggestthat there are some very impor-
tant differences between “wealth” and “money”.
They are, perhaps, expressed most sharply in the
remark which I heard on the radio by a political
commentator, to the effect that some people living
on one of the islands of the Hebrides did not have
any fuel costs to pay because they had lots of free
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fuel around them in the form of peat. No-one who
has ever had to cut and carry peat would accept
that peatis “free”. There is a great cost in work and
energy in getting it. It does not cost anything in
money to get; but it is very definitely part of
wealth. That is one obvious kind of distinction
which has to be made in the mythology concern-
ing wealth.

There is a similar, and more important, misun-
derstanding when it is assumed that we are talking
about the creation of wealth when we are talking
about the manufacture of things for sale, and we
are not talking about the creation of wealth when
we are talking about the formation of human
beings. The:implication of this is that the creation
of “wealth” is something which is mainly done by
men, and that the activity of women is largely in
the consumption of “wealth”. But it does not take
much reflection for us to realise that there could
be no production of goods unless there is first of
all a competent production of people. And, even if
we tecognise that formal education is in a sense
wealth-producing, this is a good deal less impor-
tant, really, than the people-making which takes
place before children get into educational
institutions at all.

Another major source of confusion in recent
years has been around the mythology of “produc-
tivity”. We assume that we are creating wealth
more efficiently and competently if we have a
small number of people directly involved in the
processes of the production of goods, and a
relatively large number of people sustained by
that wealth but not involved in any productive
processes at all. The “productivity” of one group of
people is gained to some extent at the cost of the
non-productivity of others.

A further aspect of the same problem of defini-
tion comes when we consider the real costs of pro-
duction, and that of course, affects the total
“wealth” which we are creating. What have been
the full costs of the creation of wealth through the
industrial production of goods during the last 150
years in Western Europe, and particularly in Bri-
tain? This, as T see it, is a very important question
from the point of view of those who come as
visitors from the so-called “developing world” to
this country; they see the attractive products, in
the form of cars and other consumer goods, of our
decades of industrialisation. It may be much more
difficult for them to realise the human and
environmental costs which these attractive pro-
ducts actually represent.

The sums have not yet fully been done. Perhaps
it takes the insight of an artist like L.S. Lowry to
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identify some of these costs. It is, perhaps, interest-
ing and ironic that he is being recognised as a
really significant artist only now when the terrible
industrial environment which he portrayed has
itself become in some ways part of a national
museum-system.

Lastly, there is a pervasive piece of misleading
mythology identified by Paul Clifford in Politics
and the Christian Vision’: he questions “the
widespread assumption that manufacturing
industry is the only source for producing wealth,
that the service industries are parasites upon it,
and that public expenditure is entirely subsidised
by it” He goes on to acknowledge that the
manufacture of commodities does produce
wealth; also, that wealth of this kind is required to
enable us to purchase goods from abroad.

But, he points out, “the emphagis upon
manufacturing industry as the real source of
wealth reflects an excessively materialistic view of
human aspirations. We do need food, clothing,
shelter and a whole range of manufactured pro-
ducts to sustain a reasonable standard of living,
but we need much else besides, and it is by no
means obvious that the volume of goods produced
sustains those services which may be privately or
publicly provided rather than the other way about.
The two are intertwined and mutually dependent,
supporting one another rather than the one being
parasitic on the other. It is just as inaccurate to say
that public expenditure on social services is
dependent on the profitability of manufacturing
industry as to maintain the reverse... Why, for
example, should it be assumed that the manufac-
ture of a car produces wealth, while the comple-
tion of a successful surgical operation does not?
The latter is likely to be far more important to the
patient than his ability to own the latest model
which comes off the production line.”

The point is, that, without the contribution of
educational and medical services there would be
no human agents to engage in the industrial pro-
cesses which are credited with the ability to pro-
duce “wealth”.

THUS FAR, perhaps ali I am doingis playing with
words. But I would contend that, in a more ade-
quate defining of “wealth”, we could do well to
refer to the understanding of wealth which
underlies the understanding of the mind of God
contained in the Bible; this appears all over the
place, butis perhaps most clearly identified in the
books of the law in the Old Testament.® Wealth is
good: it is God’s gracious gift. And the important
element in “wealth™ was certainly the land. In

Continued on Page 30
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addition to this, there was human labour, includ-
ing the skill of administration and of authority:
capital development on the land: animals and
equipment for creating produce and products.

If “wealth” consists mainly in these realities, it
becomes clear that money is something quite dif-
ferent. Money is not itself wealth; it is a means of
transmitting wealth or energy from area to area,
like the fluid in a hydraulic brake system.” This
seems to be the general picture concerning wealth
which underlies both Old and New Testaments.
Where a person regards money as actual wealth
this is condemned as foolishness - an intellectual
error - as well as a moral danger.

Such a definition of wealth, of course, makes
most sense where the people of the nation them-
selves have control of the land and of its products.
This was, in fact, one of the main purposes of the
law of God in Leviticus and Deuteronomy; the
law is designed fo ensure that the people as a
whole have access to the three main sources of
power, namely the land, the power of labour, and
education. The law is designed to avoid the
emergence of one small group of people who con-
trol the land and cause the majority of the mem-
bers of the nation to be landless; it is designed to
avoid the emergence of a small number of people
controlling the labour of the majority; and it is
designed to avoid the emergence of one small
minority of people who have all the knowledge
while the majority are excluded from access to
the knowledge.

The year of Jubilee is a year in which the various
disadvantages of the majority in terms of both
labour, land and education are overcome
regularly, more or less once in each person'’s life-
time. It is easy to see that this set of laws is con-
cerned with what we would now-a-days call the
distribution of wealth; but it also relates, equally
clearly, to the actual creation of wealth. It deter-
mines who shall be allowed to be involved in the
making of decisions concerning the creation of
wealth. It is designed to ensure that members of
every family have access to the main sources of
wealth, and that they have a stake in the whole
wealth produced by land and labour.

It is very important, however, not to get the
impression that this is supposed to be a kind of
universal law for the human race. It is not pro-
vided as that sort of law at all. It is given in a quite
specific context. According to the narrative within
which this law is embedded, the situation is that
God gives the law to a group of people who have
very recent experience of slavery and oppression,
and who have just been liberated. Atevery pointin
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this law, the refrain is “I am the Lord your God,
who brought you out of the land of Egypt, out of
the house of bondage; therefore...”®

In other words, this material is not merely
general law; primarily, it is a description of what a
liberated community will look like, it is an account
of the features which are required in a community
if it is to remain truly liberated.

A liberated community, therefore, will have the

Jeatures which these laws describe, concerning land-
tenure, concerning the remission of debts, concerning
the involvement of everybody in the creation of wealth,
and in the sharing of learning and educational advan-
tage. All these elements constitute the totality of what
can be called “wealth”, wealth, therefore, is different
from money or financial power. The idolatry which
worships money for its own sake is not only
theologically offensive; it is also an intellectual mis-
take. It involves a_faulty identification of what wealth
truly is.
WE CAN properly ask whether the law, in its full-
ness, was ever kept for any length of time. It does
appear that it did work for several generations,
and establish itself sufficiently strongly for
various reformers and prophets to be able to refer
back to it.” At least, it remained a very potent ideal
of what the mind and purpose of God was for his
people. And it was claimed by Jesus himself, who
announced, at the beginning of his ministry, that
he was coming to represent and to re-instate the
year of the Lord, the Jubilee process.!?

Butby the time of Jesus, for several centuries the
people had lost control of the land, and were
alienated from the basic sources of wealth in at
least two ways: the land was dominated by an
occupying imperial army which deprived the peo-
ple of the fand of any real citizenship; and in addi-
tion, the work on the land and the creation of
wealth [rom the land were dominated by a system
of absentee landlords.

This is clearly to be perceived from the parables
of Jesus. But Jesus himself, and the apostolic pre-
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achers who continued his movement, maintained
very much the same attitudes concerning wealth.
In particular, they would find very strange the
modern notion that wealth is increased by
accumulation. The Old Testament writers and
Jesus and the apostolic preachers all perceived
that accumulation does not cause wealth, it causes
poverty, and it spreads poverty and inequality and
injustice.!! .

This is a very broad summary of the biblical wit-
ness, but at least it gives us some starting-points,
and some criteria for judging our contemporary
scene. Certainly, the whole area of economic
power is very complex and very mysterious, and

theologians and biblical commentators ought to
be extremely cautious about how they make
judgments which are properly within the expertise
of other people. But then, we could say the same
about such a subject as In Vitro fertilization. But
the complexity of this subject has not prevented
theological and moral commentators from involv-
ing themselves seriously in the debate.

1t seems to me to be very strange that there is so
much sophisticated study concerning the status of
the foetus, and relatively little about the meaning
and the handling of wealth. Some moral theology
seems to be able almost to ignore the great impor-
tance which the bible as a whole gives to questions

4 From Page 25

development, the owners have expressed their displeasure by allow-
ing the orange trees to die. Dying orange groves are an effective way
of blighting a locality.

ORANGES are an illustration of perverted public policy. On the
one hand, the system of regulation by quotas holds up the price of
crops - but necessitates the burning of surplus stocks. On the other
hand, the subsidised price of water results in an expansion of
orange groves — which results in a downward pressure on prices.

This is not the economics of the free market, but of state regula-
tion - the western version of the socialist command economy laced
with the rhetoric of capitalism!

One of the results is urban sprawl, as residential development is
forced to leapfrog the orange groves onto scrubland. Taxpayers then
have to subsidise the cost of new roads, pipe in fresh water for the
inhabitants, collect and remove household waste... costs that would
not be incured by urbanisation that rested on a rational system of
land use. : .

Prof, Gaffney argues that the one policy that would reincorporate
rationality into modern systems of land use is a very heavy tax on
the annual rental value of land. That revenue, he believes, would be
sufficient to make it possible to reduce those taxes on labour and
capital that happen to undermine people’s efforts to enjoy a
decent life. ,

The land-value tax would solve many other problems, as well,
because it is the economic method of making people pay for the
privilege of using natural resources. So there would be no dog-in-
the-manger waste of scarce resources - idle sites in prime city’
locations, for example. And there would be a slowdown in the rate at
which water is now being depleted from rivers and reservoirs, to the
ultimate benefit of future generations.

But the interests that have the most to lose from a transition to a
rational system of taxation and land use will fight hard to preserve
their privileges. And a key plan of their attack will be an appeal to the
rights of property, which is why the destruction of the environment will
continue until there has been a democratic confrontation over the
legitimacy of the rights of land ownership.
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both of the creation of wealth
and the distribution of it. Such
questions, we can see, were close
to the ico of the list of priorities
for Jesus; they are also all over
the place in the teaching of the
Apostles and of the early Fathers
of the Church.

There are two other principles
which appear in the assumption
of the Bible concerning the crea-
tion of wealth; the first is that all
citizens will be in one way or
another involved in the creation of
wealth. Secondly, the style of
Jesus in making judgments
about social order is almost
always that a social system, or a
religious tradition, must be
judged by how well it works for
those who have least advantage.

Against these principles, how
do we judge a system such as
that which obtains for us at pre-
sent, in which the institutions
considerably protect the dec-
ision-makers of society from any
real contact with the suicidal
environment which unemploy-
ment creates around the human
spirit? In other words, it ought to
be impossible seriously to con-
sider the subject of the creation
of wealth without reference to
the processes which exclude
people from participating in the
creation of wealth.

s The concluding extract from the

Bishop's speech will appear in the
next issue of Land and Liberty.
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until rising prices have worked
though the system to counteract
the inflationary effect.
Across-the-board price rises
are thus the only valid bench-
mark for measuring inflation.
The occasional blips caused by
special ecircumstances such ag

temporary shortages, natural
disasters, threats of war, etc, can
be completely disregarded,

The conclusion must be,
therefore, that the one sure way
to call a halt to every-expanding
credit facilities is to control the
money supply, but even now
Britain is still awash with extra
currency because of the finan-

cial slackness implicit n
1-5% annual increase ;
by the Treasury,

Indeed, why the gov .
which is certainly rot shor o

funds, should even wanl io
inflate the curency while sim-
ultaneously paying off ihe
national debt remains an Ut~
fathomable mystery.




