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EPEYTOREAL

THE WEST’S attempts to heln Russia with her reforms are cosmetic in
character.

Prasident Clinton’s meeting with Boris Yeltsinin Vancouver was anice
exerciseinelscricneering, designad to help the Russianpresident ovarthe
Aprit 25 referendum. It didnothing to clarify the central problem: how o
transform the command econorny into asystem driven by tha market. On
this score _}g.,._m%_,wwm SCoNOmists ,\m«mﬂ romalack ofintellectuatcourage (but
seepage 5). Theyknow the answers, but they refuse to drawon the m%anﬁwum
todrag ng.w the oneprogramme that 5@.& forge anew social compactand
reconstruct Russia's industry onanew basis.

The one policy thatwould have the most fundamentaleffect, whichwould
thrust the transformationin the correct direction, is basedona dramatically
new approachto public finance, By financing sacial expenditure out of the
rert of land, Russia would maximise investment incentivas.

The soundness of that strategy is not disputed, Forexarmple, Prof. 1K
Galbraith says of this pokicy, inhis w_oomo The Affluent Society{4thedn.,p.44);

f"+

If ataxwere imposed equs! to the annual usa valus of real
property exitsimprovements, so that it would now have nonet
mmmﬁﬁg andhence no capitelvalue of s own - progess would be

derly and its frults would be equitably shared.”

Prof. Galbraith, howaver, confines his recommendations for the reform of
western market economies to social welfare programmes, tha retraini ngof
workers and educationat mjmﬁo,%gmﬁm These prescriptions donothing to
remove the flawin the market - the structural fault-ine that periodically
disrupts production and sends people into the dole queues, no matter how
well macnmﬁmo_ they may be. Why doesn't Prof. Galbraith tell his friendsin
Moscow to adopt asystemof rent-for-public-revenue? Because, referring to
the plan advanced by American social reformer Henry George, he says “this,
obviously, was avery drastic prescription™.

Drasticitmaybeinthe Wast, wherevestedinterestshave tobe confronted:
butnotinRussia, where the implicitrental income of land remainzin tha
public domain, to this day.

Therent-for-public-revenue strategy lurkslike a avoﬂh inthe economic
fiterature. ts presence continuas to be felt, but its ziﬁ, fis .
statesmenofcourage. v m_ﬂnj sorapedthroughthec! Jmf ofthe referen-
dum. He retains the confidence of most of the Russian population for the
time being. He must now be put to the personal test: challenged to forge
zhead ,&ar the nne economic strateqy that would revive the fortunes of his
peapie, thistimea on the hasis ammmga% o freedom,
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FRED HARRISON In MOSCOW

EIGHTY Russian cities haveresolved
toreform the system of public rev-
enue. Theywant to abolish taxes -and
raise their revenue fromthe annual
rertal value of land.

This decision followed a 3-day
conferencein Moscow co-organised
by the Union of Russian Cities-which
representsthe 100argestadministra-
tive cities - and the London-based
Centre for ncentive Taxation, our
sisterorganisation, and prime mover
of the conference.

A Co-ordinating Committee has
now beenformed toprepareaformal
approachtothe Supreme Soviet, The
cormittee was created by Alexandre
Krivov, the top civil servant in the
Ministry of Constructionand Town
Planning, and Deputy Valery
Kirpichmikov, whois President of the
Union. :

Leaders i the Supreme Soviet
have already indicated tothe town of
Sasnovy Borthat theywould ook with
favour on any request to alter the

system of city public finance. The

Union's overwhelming endorsement
of thisstrategy now places the policy
of rent-aspublic-revenue onthelarger
political agenda.

OPPOSITION must be expected. The
conference, on April 27 - 29, was
adidressed by Sergey Shatalov, of the

Supreme Soviet’s Committee for =~

budget, plans, taxes and prices.

He said they had rejected this tax
planfor severalreasons. Onewasthat
itwould raise prices (inflation, today,
isrunning at over 2,000%). The other
objection: the tax reformwould make
itdifficult tointegrate Russiainto the
world econgmy. American econom-
ics professor Nic Tideman, whols now
inMoscow, nasagreed to study the
cormmittee’s objections and prepare
areport. _

~ Butcity officials displayed few
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gualms about the plan, afterlistening

tospeeches by financier Ronald Banks,
formier Director of Lands in Hong
Kong, Richard Clarke (UK), land as-
sessor Ted Gwartney, New Hampshire
politician Richard Noyes (USA) and,
from Cape Town, real estate expert
Peter Meakin, They were backed up

by Bob Williams, representing the gov-

ernment of British Columbia, Canada.

THE RENT approach to public fi-
nancemustbe seeninthecontext of
Russia’slarger problems.

Cities did not enjoy any local
autonomy, during the Soviet era. Mr,
Kirpichnikov is now carnpaigning for
devolutionof power fromthe centre.
He warns that, although there was
supposedtobe adistributionof power
vetweenthe tiersof authonty, “infact
westithavetheoldcentralised system
inour country”.

Controlover public finance will
be akey plank of the strategy tolib-
erate cities from Moscow’s bureau-
cratic contrel.

Economic Revival

The state of the economy is also
crucially refatedtotheland-rentstrat-
egy which advocates claimwaould ac-
celerate capital formation and job
creation. Said Mr Kirpichnikov: “The
existing taxation system does not
stimulate the economy, and theworld
experience shows that land relations
can help a fot in this connection”.

Sound Planning

Kirpichnikov was backed by
Alexandre Krivov, who fears that newly
richbusinessmen, who eamlarge sums
“through speculation”, would buy the
best land sites. The approach to
payments forlandwas asericus prob-
lem. He did not know what kind of
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civilisation would evolvein the post-
industriatsociety, buthewassure that
rental payments should reflect the
impact of town planning.

OFFICIALS from 100 cities declared
their support for therent-as-reveriie
strategy, but therepresentativesof 20
citieshad toleave Moscow before the
votewastakenonthe resclution. This
left 80 cities tosign the dectaration,
the first major political endorserment

ofitskindinthe postwaryearsforthe

fiscal philosophy usually assoriated
with American sociatreformer Herry
George. _

The policy was last advacatedin
Russiaby Leo Tolstoy. Hefailed to
persuadetheczartoadopt the Georgist
progranime, but hisrole mpromeot-
ing thisreformis nowbeing studied
again, in a new bogk - the Ruasien
editionwas publishedinMoscowlast
month-by David Redfearn.®

Buring the final debate, city of-
ficials demanded that the resoiution
should present a sharper account of
therent-as-revenue plan. One Mos-
cow-based specialist whohad studied
land for two years - he has developed
acomputermodel of theland marksat
~-insisted that theresclutionought to
spelioutthe defectsof the present tax
andland-usesystern.

Sergei Averianov, arepresenta-

' tive from Sasnovy Bor, emphasised
that “therent of land is sufficient to

pay for the costs of rurining the city”.
AreportonSasnovy Bor-the 5-man
study team included Prof. Mason
Gaffney of the University of California
and Dr. Francis Smith, Directorofa
Venture Centre for unemployed peo-
ple in Manchester, England - was
published and circulated to the cities.

*DavidRedfearn, Tolstoy: Principles for
aNew World Order, London: Shepheard
Walwyn, 1992, £9.95.
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Your Votes in ’

PRESS commentators responded toitaly'sreferendum

with unfortunate implications for British politics, Aswe |

allknow, by now, the political system in ltaly is rife with
corruption. Senior politicians are accused of using their
public positions toline their pockets. The outeryled to
the proposal for a reform of the system for electing
governments, of which there have heen 51 - all of them
coalitions-since 1945,

On April 19 the voters, expressing their disgust with
poiiticians, voted 82%in favour of replacing the system
of propartional representation (PR) with a system of
majority voting forthe senate,

The public debate that followed linked corruption
andunstable government with the method of electing
parfamentary representatives, Thiswas conveniently timed
for John Simith, the leader of
Britain's LabourParty. Labour
has beeninthe wildermess for
longes than its MPs care to
recall, and an advisory com-
missionhas iow endorsed PR,
the attractions of whichwould be to encourage people
to align themselves withLabourinthe expectationof a
papular aliance in Parliament with the Liberals.

John Smith, whois not keen on the idea of having
tosharepowar, ishikawarm about switchingfromthe first-
past-the-post system. He needed acagent argument for
cpposing change. The ltafian referendum provided that
argument:whoneedsaPRsystem that results in corrup-
tion? Ancthasn’t thefirst-past-the-nost systemgivenBritain
“stabie” (Tory) governments for 14 years (turnablind
eye, of course, to the instability of four millionunem-
ployedpeople)?

BLAMING the voting system is a double-edged sword.
Lockat Japan, where one party hasruled since elections
werereintroducedafterthelastwar. The first-past-thepost
system has provided stability in Tokyo's Diet. Good for
public life?

Well, yes, if you overlook the fact that, inthe early
1970s, the tip of the corrupt iceberg was exposed when
Prima Minister Kakuei Tanaka was convicted for crooked
land dieals andtaking money from aUS corporation. Also
good, if you don’t mind the raft of crookedland deals
that have been exposed in Japan these past four years,
most of theminvolving bribes to top politicians - indeed,
the Very Top Politicians!

The latest politician to fall from grace is Shin
Kanemary, the “godfather” of Japanese politics who was
released fromahumiliating three-week detentionin March.

PAGE 4

PR: publicrelations or
properrepresentation?
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Heranthelargest factionin the ruling Liberal Demacratic
Party. Kanemaruis accused of tax evasion, arising from
the discovery, in his office, of about Y6.7 hillion in gold
bars, cash and debentures. Some of the gold bars were
found under a carpet in his home.

Onthebasisof Japanese evidence, thelessonis clear.
ifyoucorrelate voting systems with moral turpitude - diteh
thefirst-past-the-post system!Infact, of course, thevoting
system has nathing todowith the culture of corruption.
Corruptionemerges for avariety of social reasons, not
the least of whichis an unjust economic systermn that
encourages people to seek raward outside the law,

People willrespect norms of good behaviour if the
iaws are perceivedtobe fair. Fthey arenat, the tamptation
to make an illicit buck arises. In the Italian south, for
example, the home of the
Mafia, the economic system
has been stacked against the
peasant for centurias: whichis
why, generations ago, they
took to the hills as brigands.

Britainhas astable political system; so stable, indeed,
that the variations betweenLabour and Tory governments
have been so marginal as ta be hardly worth noting.

British democracy desperately needs aninfusion of
newideas. The floundering of the Major government in
thepast 12 months-hereftofideas, led by someMinisters
who are unwilling to accept responsibility for their actions
-affirms the urgentneedto openthe political system. John
Major fought andwon the last electionwith the promise
tocuttaxes andby claiming that Labourwould raise taxes,
'n 1993/4, Premier Major will preside overa £500m.
increase in taxation. The Tories also promised to reduce
the share of natfonal income taken by the public sector
vetgavernment spending will climb to 45.5% this year.
The first-past-the-post system denies the democratic
majority the power to exercise discipline over that kind
of cynical politics. B

Ideas -when they threaten the monopoly power of
the Establishment-are cynically absorbed. (Witness the
way “green” slogans were adopted after the Green Party
started towinvotes, were emasculated, and then -when
the time is safe - are spat out with contempt.)

One day, the Labour Party will be radicalised. That
is when it will adopt PR. And a healthier demacracy it
will be, _

PETER POOLE
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LONRON
Litehoat aboyl

The Bank of Englang
faunched a Lifebosd Opera-
tion 1o resoue banks afier
the mmi boom of the early
1970, Mysleriously, there
was ne comparable rescus
after 1he boom of the 19803
urtd Lord Spens forsedths
Bank o Englandioconfess.

Arescus was launched
in ihe summer of 1897 o
save banks weighed down
by loans that property deal
s Dol not rapay. Bl the
Bank of Enpland kept Us
aticn secret, The kdens
iy and nwnber of banks
that were supparted have
gl net bean disclosed,
Friodenstpracsiios, claimsthe
bank, which admits that
white e commmbilment of
publle funds for support
purposss should be dig-
Ghused, this “should ideally
B Sodee wilver the denger of
sysbemic $itfouily has
B,

S while enlerpeises
werploresd nlo bankrupiey
By e miarket, the Graniel
sucter wos protecied tvony
g renklese deciahnio leng
Py T3 & Yoperty markek
ihat was driven by faed
apsiiation. Yictimes who
wers allowed o g0 o the
wait afier the bustinthe and
Emwwﬁ includs some (.

TS Hames. Among them

4 Witlizen Stern, who
was Beitain's biggest indl
vidual bardrupt after hig
property smpire collapsed
in tha wake of ithe 1873
progerty orash. He retumed
o property in The "80s, hut
hils company Tailed

& Abbey National, one

of Tritain's leaging mort.
gays cOmpanies, revealed a
loss of L240m as 2 resull of
the decision to acguire wmmw
esials iy 1887,

Barclays Bank was not
ong ofthe rescusd financial
institutions, bul s share
hotders have pald a heavy

a8

- spuhesmam

price for the way in which
Barciays fuellsd the land
market with sasy eredil.
Barclays has had to write off

“more ihan £4 bn. Mark

Beverel, the exscutive
brought in 1o revise the
property-lending practices,
has now resigned his post.

Bartlays was warnedio

ourb aradit to the properly

sactor in 1988 by the Bank
of England. &t falled 10 1ake
the advice, Deverell was to
he the faii goy. Said 2
“it is rue that
anawiuliot of properviend-
ing decisions had besn
taken beforg he [Deversll]
arrived, The Bank had ad-
vised us 1o cap ¥, bul the
prodien vwas hat a lot of
agresd landing had still to
cowme Hesuoh undey our
agresmnants, Borrowers Con-
thrsed to draw money down
alter 19887

ATLAMNTIC CITY
Truenpedby Indhans

Berdoupt land speculator
Dorskd Trumpls angry bhegase
hig casinos are coming under
ﬁmmwm ure fromn gambling dens

7 the indlan reservations,
i an tribes recelve tax privi-
iBgesfor gaming businesses
Lasl year, their 67 casinos
148 o, Unfaircompe-
tition, wmw; Mr. Trumgp, who
has taken his complaints to
cowrttoprotect the profits of

MW@Q&

his casinos in Atlantic City.

LONDON
Fory property gx Emn&mm

Britich Premier John Major

says thal, loprevent another
boom-and-bustinthe hous.
ing markst, he wanis 1o an-
courage mors people io
become privales landlords,
Sut the government is now
accused of creating further
instability in the housing
jmm%m HMaving failed with

figlr pédliax, the Torles have

reintroduced the property
tax - which, say some ob-

servers, will depress house

prices in London.

Anomalies under ..5@..
new tax - calied the Council

Tax - have now surfaced.
The millionzire Marquis of

Bristol is to pay less for his -
six-bedroom mansion ihan -
‘one of the gardners who

lives in a grace-and-favour
cottage on his esiate.

& The Queen’s fortune
dropped by £1.5 billion last
yeur, thanks to the collapse
in property values, But she
s still worth £5 b, nE.Em
The .mcaesmw ﬂamm ’

m»@vﬁcr@.
Liberation

EIGHT hundredlandizss peas-
antshavemarched toasouth-
emtowntodemandland. The
demonstrationis to draw at-

| tention to the plight of the
courmiry’s 5 miliion landless

peasant families. Leonardo
Boff, theFranciscan theologian
wha guit the order last year,
jaired the peasants to argue
that, under iberation theclogy,
“When families are i extreme
need, Christian tradition
teachesus tthat they have the
right to occupy land, foriifeis
worth more than progerty.”
Although the Brazilian
government claimeditwould
introduceagrartanreforms, the

tandowners have succeededin

undermining that strategy: the
government isnot budgetting
forreform this year.

AMSTERDAM
Sinking but not drowning

The Netherlands are sink-
ing, because of the walls
which for 1,000 years have
kept out the North Sea. So
1o prevent the country sink-

ing further, fingers are be-

ing taken out of the dykes.
Alarge expanse of farmiang

iz tv be allowed o revert

- ogy has beenso succezsiy

back to the sea n one arap,
whereths hydraulictechn

H

that the land has been ks
dry - but, as a resuit ol 8
oos,_Emme: the area smw
sunk by nearly 2 feet in the

past 90 years.

 WASHINGTON -

- abusingss, thenwewillv

- which will be liable (o tay m

-Econamic Association,

Letterto Clinton

BiiClimtonhasbeen
recommendtheland
to President Boris «
Russia. Therecomme
‘wasinalettertoth
dent from: Prof. Bil Vi
pastpresident ofthefy

Prof. Nic Tideman of Virghiia
Paolytechricinstitute and Siats
University.

Theywrate: “Sacizbo
tionof therentabvalue o

aisd make L aasiar for
tiatinvestors to feefn
thatfuturegoverrrerts i
not fincdit necessary to ey
toconfiscatory tases o ongl
tak For both of thesereasnrs,
itwolld stimulate mvestment
andemplowment.”

STROUD
Stroud with & silves Balng

L8

Cltizensin wmmwmmmmww%ﬁ
in Gloucesterahirs Bave
turned away Trom: the caab
ecorigmy, and W;ﬁ ,,,Ez
exchange thelr services by
using the “stroud” - @ s
pon which is used o buy
and seilgovds and ssrvices,
It has worked o weli 1
the Inland Revenus now
says: “if the Incoms [fron
strouds] is regulai and Gai
be defined as coming fro

oul ils sterling equivale

the usual way.”
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BRITAIN is just beginning to come
. outofthe depression caused by the
“latest phase of land speculation.
- Governmentspokesmen are trium-
phantly pointing to ahardeninginthe
prices of housesinsome regions, and
interpreting the dataas virtudus. To
dampen the euphoria, it is worth
- reviewing whathappenedsince 1985.
Aneconomic crashalways follows
- aperiodwhen families are forced out
of the housing market. it happened
inthe run-up to the Crash of ’73. 1t
happenedin the run-up to the Crash
of '81. It happenedinthe run-up to
the Crashof'92.

Time and again, inthe pre-crash
phase, surveys revealed that house
buitders did not face any problems
with either the supply and price of
labour or materials. The price of land

- wasidentified as the most disruptive
elementinthe constructionprocess.
Governments faited to act, and ordi-
nary folk paid the price through
unarmployment,

THE FIRST to signal an economic
crisis is the construction industry.

Betweaen 1989 andtheendof 993,
naarly 500,000 building workers will

have lost their their jobs.

But the soctal results of residen-
tialland speculation are equally tragic.
Witness the repossession of homes

from farnities that bought during the.

final phase of the land boom. Once

interestrateswereforcedup, theywere

squeezed by an economic vice that
forced themout of theirhomes.

ftis thishuman price-the direct
result of anavoidable streamof action
in the economy - that receives no
attenticninParliament. The stories
andstatisticsleave no doubt about the
carrosive impact of socio-economic
conditions in Britain today. The ef-
fertsonchildrenare particularly tragic.

¢ By theendofthe 1980s, nearly
3m childrenwere living in poverty,
according to the Child Poverty Action
Group. Many of themtake to crime
before theyreach their teen years -
and they regard their anti-social be-
haviour as a thrill to be shared with
friends. AnExeter University survey
found that children as youngas 11
years drink to escape problems.

¢ According to the National So-
ciety for the Preventionof Cruelty to
Children, child abuseis closely con-
nected with “poverty, rootlessness,

by PeterPoole

famity breakdown and disruption.”

# Male suicides have increasedin
the 25 - 44 age group. Deprivation
encourages women £o smoke; this
creates a health hazard not only for
themselves, but also fortheir children
- arisk of which they are aware, but
with which they appear helpless to
deal.

We should not imagine that this
is a peculiarly British problem. In
Germany, the authorities haverecog-
nised the connection between unem-
ployment andtheresurgence of neo-
fascism. Andthey have drawn adirect
connectionbetweentherecessionancd
the record number of deaths among

Notifiable offences
recorded by the police
per 100 popuiction, Englond & Woles
Y Al
10

o

% Je
Q60 65 70 75 8O B3 90

e i CE A

homeless peopleliving onthe streets:
29 people froze to deathlast winter.
Butnomatterhowlong the cata-
logue of woes, itisimpossible to give
anything more thanaportrait of the
severity of the crisis that startsinthe
destructionofthe family andthe home,
andfindsitswaycntothe streets. And
itis aproblem that will not go away:
the Confederation of British Indus-
tries says that the joblessievel is un-
likely tofallbelow 2.25m for the rest
of the decade.
Sountilwedevelopacleartheory
of the ultimate cause of economic
dislocation, governments will not be
able to formulate policies capable of
ameliorating the stresses that lurkin

the home. Yet the crigins of the prob-
lemcan be clearly identified by exam-
ining the probiems of maintaining the
house-building industry on an even
keel.

Analysts fail to take account of
how, when land prices are forced
beyond their affordable levels, build-
ers have to squeeze more (smaller)

- unitsonto eachsite. Result: cost-cut-

ting andcramped housing estates, The
Tarmac grouprecently acknowledged
that the ratio of houses to sites had
beentoo great; and that it was now
reducing that ratio: cheaper land
means morebreathing space for fami-
fies in their homes,

IT WAS THE failure to understaned
this mechanism -that fand specula-
tiondisrupts the economy-whichled!
to the failures of policy under Mrs,
Thatcher’sChancellor of the Excheg-
uer, Niget Lawson. But was he really
to blame? Forecasting techmiques
betrayed the policy-makers of the
1980s, Thereisnomystery astowhy
economistswereinthedark about the:
acid corroding the foundations of the
UK ecanomy: their economic madeis
ignore the malfunctions inthe tand
market.

What should nowbe done? John
Major’s government has proved de-
void of original strategies. Neverthe-
less, thereis noreasonwhy the Tories
should not defend the notion of pri-
vateproperty and the housing market
-providing they take actionto correct
the structural flaw in the system.

History, economictheory, andthe
evidence fromothercountries, show
thatthereis one policy only that can
remove fand speculation. That poficy
isataxontheannuairentalvalue of
land. The taxrate must be highenough
toremove the propensity to speculate
in the selling price of land - in the
pursuit of unearned capital gains.

PAGE 6
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- -deamatic about the 2m households
that have mortgages higher than
(. ~the value of their houses ¢t i 5
- people with riortgages). With 75%
of those people in the firse-time
‘buyers category, according to in-
o vestment bankers Morgan
Grenfell, the constraint on con-
" sumption - on which the British
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THE UNITED NATIONS gays
that the recession is the “worst
siump since the 1930s”. True, but
such a.comparison disguises the
unique qualities of the economic
forces that have now built up.
The
world recession of the "30s'1

Depression”. They were the résult
not of “natural forces” but mw a
botch-up by politicians.”

The unique feature about w.:w )
current recession is not that so

miany countries entered the down-

swingat thesame timerthe OECD

QQ,‘@SM? simultaneousty con-
verged on a slump in 1973, What

is 50 special now isthat the former _

Soviet nations are also stagnant,

andare groping fot waysto revive -

thelr economies. All of this com-

ing togethér in the early 1990s.

medns that'we have the makings

of ahistoric pheriomenon: the first

global Kondratieff cycle :
Nikolai Kondratieffwas a Rus-

sianeconomistwhodiscerned long

WaVES In economic history. His

mistake w as to announce thit the
crisis of the "30s did not ﬁmmmwmro__
end of capitalism, Asa nm?m? %3 _

INDUSTRIAL REVQLUTION
KOMDRATIEFF

m

|

o

UK o
|

|

|

listinctive features of the |
have -
gone down infolkloreas “the Gieat

‘more. generalised w
of Mmaamﬁmwmﬁam ground the

___Em naizﬁamg @ w@ W\EQE

scheme of wawoﬁf wmw desr
patched himto wwynzm M«QB% ﬁ%

he mwdﬁ, ?Hmwma

.m? é%wn was: ?w?ﬁ M,mmzmm w<_
~Joseph m%aﬂwﬁﬁ andothers. The

resulis were aawwmﬁgﬁmw por-
m.éwa Ammm mﬁmw v&oév ww w:. :
ﬂﬁzn? mﬁ:w

oveg go %E%w

_m_w@ _
Kondeatieff c¢ycles wmda been.

A terms of the mamwmm%w .hm

booms/busts, the four

moderated by the impact of inter-.

- Thig first 2&@ w@mwm in mz? |

ain: Mm@mm@mﬁm vw&m; mmrm%m_
fith the ﬁwgmn

world. The third. eycle was’ domi-

‘national trade, which™ has cush-.
____Bm% .éE@ of the m@ﬁmgmmm :

&amﬁ i one eéonomy. ﬁ r..,.m@ s

_._smmw ommﬁ by sthe . :mﬁe o i
___mma%ﬁ country. World W
- however,"

ﬁmmn&mm mwm? fm_.

ixends, it forced. every: economy.
into-an” amz:mmm @gmmﬁw

ﬁﬁe

 frame. It took 10 years to rebuild
Cthe mnamogwmﬁ S0 reacha gw,m@ of

‘nated by the US; and ‘the fourth .
B ﬁmf %w story 3 the émﬂoﬁ gﬁm _

“Those Maa @gwmm ity m%ﬁ@. __

dre mmmﬁamﬁm by shorter cycles,

Swm%m in mmﬁmen Arom five to

18+years; The: xmmmm @wnmﬁﬁ ﬁcww.
. _Qwﬁamm@ _?@ result; & waxﬁn&_
_ Eé%maxaﬁ wﬁ ogaoﬁwm histo-

. normality - with the-result that -
sustained growth v@mmm i 1955.
‘This terminated 18 wm%ﬁ later, in
1973; whieh; in turn, guaraniced

- the next major downturs i 1991/
2. (Using the Kondratieff cycle,

Dr. Smith -

w zmmm A 1980 -

_wg%ﬁmm that the Tatest ¥ cession -
w omww frot bottom out until 1994.)

rians cannot w%w&m the cause of

__ .%w mmamm mrx nmw”@m Bmmé?m

o

U'sA

This gmm‘w us to th distine: -
m<m mmiﬁ @.m %n %% wm@w%mmwx _

ardl

H- :
m@cmmmc_m NEO-M mmnbzﬁﬂmq S UFOURTH
x@zonﬁﬁmwﬂn - KONDRATIEFF S KONDRATIERF
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SaurcerF. Smith, LO#Col. Chern. Assh., 1981, Vol 64, 15.149.




: aw&n_". __.mm_mﬁm_ WWIL _w_&m m%m@m g
- indusirial world has beem cut off

mmﬁ mmﬁm%@m& Mmmmm ﬁﬁ mag_

Coovier gnd Chinese” cmpires were .
" sealed behind iron and gﬁwcm_
cartaing, Those batriers, havenow:
“come down, which mearis that all.
_;____Hmm world’s ¢ onomies are syn-
~chronised on an. amﬁ%& mgému :

in the Hmmww of. mammm;mw society.

- Russia alone; with her market of
U 1a0m: mg%m mmm & m@mnmmﬁm anid
s Emmmwmmﬁ mmm&ﬁ@ that could
_yival a_,% cotintry in the world will
7 add stupendous ﬁamwwwmmmmw 10
- waorkd tade. mm»@mmm%@www how-
- ever, beoause of the synchropisd-

-~ tioh of the world'seconomies, there

will be no compensati g upswing

”__mm, one countey to offset the down-
swing elsewhere: meﬁxwm% At

o ____”__mwwﬁmmww in the next ng wave of .
oAk ﬁww will wwam@wﬁm @m mﬁﬁﬁ_

mwmw _mﬁﬁ wmmﬁ .

T mﬁ @E

?cmﬁﬁ% Mm e m.wm-

_”_im&mmwmmmm is- ﬁwmmm mwr wﬁmwm g
- herdirsy modem 18-y __
3978 (macked in. %w ﬁm%m&w,

__.Tﬁ.www bar chart), ‘There was a

“the ben
_%wamm?
: E ﬁwmmm 8 Qﬁﬁ& regions contin-

ued to mam in, mm@mmrmmm ar mmmmmw @_ew_n_ oy %ﬁw_mwm. %i :

srowth fate now. Sgagzm 14%.

m& awﬁrﬁmwﬁm in w%ﬁm.

by mmwmm waﬁw E?mwmm i mw@_
niain; by the. pursuit of fent, De-
- spite g mnmémma systern of ten-

: _,w?fﬁm_mmm_ has riot Jearntthat what

o Provi %mm%m ex- maﬁmgmcmc-
_w_ miss corectly marshall theiz exer-

© - piesin the markst, the ew mwgwm_
o will be wmém%m by &
.m,émw of enerp Ty RevED @mw@% vrmm_

Emmmwg :

5t Mmm %m%ﬂ%mmgmmvﬁ :

miatters is maw ﬁwc aémm land; gm_.

- whopockets %w income from land.
“ine global Mﬁm? China s out.
of ﬁwmnw %mw__” the other. econo. .
s According, to the US news
: %mmﬁﬁmwﬁ%&ﬂ We mﬁgﬁﬁf
- itz eover story on Chipa: “There
mmmmuﬁ no- stopping mﬁm memen-
. Wrong. China will Suffer 2
- major recession in 1996 {see EW/ .
36y, Blsewhere, %ﬁ%ﬁmwﬁw may-
ke to know that their investments
*will be at sk _ammwm the. mwmgm._.

%&&w&n %ﬁmmmﬁ in the year
), whiteh-will be M@ﬁ@ﬁmm by

B the nexi Big. Slump in- 2,010,
- @mmmm %@m@ ﬁ@@ mmmmw mmmwm@_

- %@mw LAWSON, L |
- Ex- @@ﬂw ﬁwwmmﬂwm@w‘
mid- ﬁw&n mcﬁmmmm Mm 1986, wmw .

o the size of her economy; China
: ___.E__M._:_ mﬂ @_@ able to offer a

__” wmﬁwmmm will be familiar with

El's principal ool for sketching

- “the economic outlook for the next

Wommﬁﬁwm cycle. _
‘Each 54-year Q&m is sliced
into three 18-year cycles, the ar-

. chitecture of which is determined
by speculation in the land market,
. " That land speculation in its mod-

griiform should have anmwmﬁﬁw H

- Britain is notsurprising, since tha
o 3 ﬁwﬂa the Indusirial Bev amgw%

- and Meapialism” - wmmmngm Bt
the late 18th centory.

. Can we rely 'on Es predig-
tions for the 21st century? So far,

EPs forecasting tool has not bees
ouiclassed by any other foreeast-.
- er's model. True, our model does

ot have the 100 mathematical

- equations: featured in the Biitish

government’s Treasury. %@m@m

m _mﬁwm% the Treasury is now mwﬁwz

ing of scrapping, since it 2

g .%wmmw% the boom uf 1986/5 mwmﬁw
1992 downturn that followed: &
_mww for the comect Em@ﬁﬁ@ﬁ?

which were offered in 1988).
Can governments do

to-forestall the Kondratieff cyile?
Or is it a historical inevitabilisy?
‘Britain’s former Chancellorof the

.+ Exchéquer, Nigel Lawson (who
. e = & .

a@.&w ”. mwwmﬁm _ %ﬁ gm@@@. ka&ﬁ :
re’s no pmake .
| mistakes.  Butd think it's an illu-
_ i mistakes
- are avoided - we're talking about
mistakesby gover nmentHow < you

3

there’s nobody who doesn

.

N

WUE-won't liave recessions: | believe
”_ “of ......mm& Fave always believed... that the:
. ...mm.ﬁ&%mwm &:&U
” m_;mm@m wm_ﬁm_._w%x %&m ups and.
“downs th oughot recorded his-
__@Q_ |
Thioughout the world, there. al-.
_ %mﬁma% wm%w _%mg mw@@m will
CHe s :

s m..wmi.&m. life.

not just Mm.... this m.ﬁtmw@.

- the business cygle,
- Torry, it could be wiped out by the
- simpleexpedient of ternoving land

- speculationfrom the economy: But

- since the policy-makers have not
yetlearnithatlesson, e

~-would be foolish to work ou-aity

. basis otherthan that the cycleswill

continueuntilthey hear differently

from Bl

presided over the failuzes of the
- 1980s) presumably thinks there is
little his successors can do: see his

fatalistic observation (inset),
Infact, there is a solution fo
I its historical

nire dwwmaﬁmm



THEPSYCHOLOGY ofthe phase
of regovery from
dangerous ~

especially “for ihe

For that 1s
focalitics: Andihe

ﬁ,w AWBY Momwrwv,.

ﬁoﬁ civic lenders donot re-

mi initties

s have ahistory of aliens
licty-owrned land
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_Fi?m
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e ot com W etitive bidding to
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e sites to-entrepre

wy

et localities, The general result,
viand-

ichmientof the new
_ sally at the seve
s¢”of the public purse.
- After the last land boom,
rospectofcheapland is undoubi-

ja———

edly a serious attraction fo firms-

H

fo-become comeptitive
M@@af W

a depression is’
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owners of public property: you. .
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rwamrmgm mw Wx Mw.

is ?q%%
eral
ernments _”nawﬁﬁ_
cod :i %nr :
at be-" “they
etprices: The Major gov-
er mﬁ_@mmm now considering giving

a Supermarkef  they wom

opened a furnace plant in Salis-
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% THE LAND & LIBERTY ESSAY %

by P. 1. Meakin

PERPETUAL QUITRENT TENURE

A 19th century land tax -

in South Africa

ThesixtholfApri 1993 §mﬁm§m%mx%%&m:&m@gm%m%?%% :
of thestart ofaremarkable andsuccessfulland taxexperimentinthe
remote andunprormising Colony of the Cape of GoodHope.

* here in the Castle which the
DutchEast India Company had

prociamation declaring that hence-
forth the inhabitants of agricultural
lands in the Colory would be granted
parpetualouitrent tenure {(POT).
Sir JohnCradock'ssignature con-
ferred‘secunty of title” to the mainky
Duteh settlers and disgruntled em-
plovees of the Dutch East india

Cornpany, whohadprevicuslyworked

farms as 'loar places’ for various
periods of up toforty vears. Aloan
place was defined by the areawhich
& prospective fanmer could peg out
by ricling his horse fromdawn to dusle
arcundthe place he desired, (Some
farma still have circular diagrams).

The purpose of the PQT was to
grant certaihtenure tothe settlers
and at the same time secure anin-
comé tathe Crownfor the running
of the Colony andthe improvernent
of the infrastructure. The proclama-
tion was a pure land tax and pre-
datedHenry George’s “single tax” by
sixty years. It is noteworthy that
Cradeck expounded the advantages
of PQT to the farmersingreat detail.
He explained that it was right and
properthat fammersenjoyed certainty
of tenure because:-

lrmprovements of the soll, and
all increase in fertility, should indis-
putably belong to the holder, ashis

ol things alt his arrangements, aswell
wespecttotheproduceas tothe
land itself, shouid by the Laws be
exciusively secured tohim, his Heirs,

l  buiit on the shores of Table -
Bay, the British Governor signed a-

8By Peterl Meakin

Executors, Assigns or Representatives:
“Whereas, allthough the establish-
mentof LoanLeases might havebeen
suitable 1o the early state of this
Colony, whenthe wants of Govern-
ment were nat foreseen, it now ap-
pears fromexperience, that theLoan
Tenureisinjurious to that certainty,
seessentizitothe happiness and the
intevest of theinhabitants, andequally
injurious to the public interest, by
preventing the holders from appro-
priating as much of their means to
theimprovement and extension of
Agrculture, astheywould do,incase
they had noright of re-assumption
o apprehend, and might dispose of
the Ground as they please, by sub-
dividing the same amoung their
children, letting, selling, or other-
wise alienating it inlots, cultivating
itinthe prospect of remote benefit,
by the planting of Timber, etc.”
(Proclamation by hisExcellency

Lieutenant-General Sir JohnFrancis

Cradock&c &c,on 6 Aprili1813,)

Henry George hardly improved on
these principles.

CROWN RESERVATIONS

The conditions of the grant of
PQT were that it should not apply to
tands of more than 3000 morgen
{approx: 8000 acres); that the Crown
reserved itsright over preciousstones,
gold and sii,ver on PQT (a master-
stroke that stilf applies in South Africa
andaccounts forthe enormous gold
and diamond industry) and thatit
retained its right to make and repair

roads framsuitable material situated
on the land.

Government alsoreserved ity
rightregardinglandthat frontedormo
anoceanorriver for publicpurseses.
Theholder of PQT, insuchinstances,
wouldbe fairly compensatedior such
improvoements that he had made
and if the Crown gave up s accus
pancy it would revert to the wriginat
hoider and not to others.

PQTlandwas treatedas freehald
inrespect of judicial decisions ang
PQT “shall further not be kabide for
other burdens but those fowihichall
freehold lands are already subiect”™,

The annualrent payable to the
Public Reveriue inreturn for this “in
thecommon course of things, rreves
cable title would depend on the site-
ation, fertility and other favourabie
circumstances of theland; innc case,
however, exceeding the sumof twe
hiundred and fifty rix dolars.

We know that this rent was ap-
proximately equivalent to a land
surveyors’ monthly salary in those
days. Surveyors were to be paid ten
rix doliars a day to prepare the title
deed and the landdrost would in-
struct thermn and pointout the agreed
ooundaries when farmers mads their
application for PQT.

PQT holders were free to glien-
atethelrinterestsasifthesewereheld
under freehoid title and the land
could be sub-divided with the provi-
sion for heirs or others to take over
theresponsibility for the payment of
the rent. All Title Deeds would be
registered and the records keptin
the office of Land Revenue.

Cradockended his proclamation

LAND & LIBERTY
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ona proud and optimistic note:-

“Thewhole tenorof the foragn-

ing Regulations will manifest the pa-

ternal view His Majesty has taken of
this Colony; and, indeeply considler-
ing the permanent interest of the
Occupiers of Lands, towhat extent
the Crown has resolved to sacrifice
its rights and perogatives, inarderts
place property upon that sofid and
secure foundation, without which fair
adventure and speculation cannot
arise, and evencommonindustry and

“Thus at length is this great
measure matured and brought for-
ward. it is the one that has long
engaged the attentionand anxious
wishof sach nreceding Government,
hut which could not wall admit of
conclusion, exceptintimaslike the
prasent ofunexamn mmuqcnﬁ_:@
uniform progress in civiisation and
good 333 msa the unbounded
prospectof rosperity,

@ :_zrmnw mﬁﬁwnszau in

Jﬁu_%_\_ 1D signs of Hig gmmbn@_\ s

JE

Covernment: ,E.,_m Fsua lac aﬁmnx

of this ﬁa_a,é E:. wn na;u_ 3 :am
vaiue of the inestimable @_? thus

Fa ,m?u: ﬁ?iﬁus msl Umwagugsﬁm
anddispose of themas they U_mmfn
grantstothem infact, nossession of
ankstate, andthe highcharacterand
station of “areal Landholder.”
“They will thereby abandon an

unworthy Tenure, unfitted 1o the

edtothe earliest andrudaest
institutions of the Sett Hement: and
being thus placed in La%ESw_m_
possassions, onthe same fotting as
their fellow subjectsin ,_mcmd,mmM the
Cape of Gond Hope in future may,
with fairpretension, takeits rankowith
othercaouritries.

“Andthat no Person may plead
ignorance hareof, this shall he pub-
lished and mwn_ﬁi as usual.

“Given

Feot o thesebanaficentand

aprosperity of the Colony and

T \.:IQ, il lJQ mmm_ '

at the Cape of Good Hope, this 6th
dayof August, 1813.
“(signed) J.F.Cradock).”

Whilst Georgistswouldhave given

Cradock tenoutof ten for his land

tax blue print, the Colonies’ pioneers
werenot soimpressed. Loan farmers
were faced with higher rents and.
fargely spurned the advantages of
securfity of tenurs,

Indeed theintroduction of PQT
was seen to be vexatious enoughto
spur the Great Trek. Thousands of
Dutch Settlers voted with their feet
andmoved to the hinterland out of
reachof the British Governors’ law
andstatutesto formnumerousFree
Republics. The Orange Free State
and the Transvaal survived until the
BoarWar. PQT was evidentlynot so
highty regardedwhere therewas free
tand for the taking by trekking an ox
wagon fora couple of months.

PQT, however, wasacceptable to
the English poor and destitute who
had been forced o huddle in the
citiesortopoach andsteal wherrtheir
fand rights had been expunged by
the EnglishEnclosure Acts. The first
wave of mostly Britishimmigrants,
the 1820 Settlers as they became
kknown, settled under PQT in the
Eastern Cape andbuilt up astrong
community including founding the
cities of Port Elizabeth, East London
and Grahamstown.

REDEEMED QUITRENT

The Title Deed of John Baillie,
anearly settler, isnoteworthy forits
simplicity but alsc for thefact that
thisquitrentwas “redeemed” asreg-
istered by the Surveyor General. A
redeemed guitrent meant that the
Crownrelinguished itsrent for the
paymentof acapital sum. Thewriter
has heenunable to determine the
n@mﬁ of redemption and conversion

mPQT to freehold. Title Deeds
d:%. describe aplot as “redeemed
quitrent” land are still common in
the Deeds offices of the Cape and
Nataland oftennow refertourhan
ratherthan farmlands. This shows

~ QUITRENT

how readily PQT adapted to urban
conditions. Cradock’s revalutionary
tand tax was finally extinguishedin
ActNo540f 1934 “Toabolisheertain
quitrents and othertaxesandcertain
debts in respect of land”. PQT’s
abolitionwas ncdoubt duetothe fact
that muchland had heenredeemad
and revenue from land was more
readily collected by Municipalities
whastillusealandtax tosupnlement
theirratesincome.

Whether Cradock’s Land Tax will
everberestoredto South Africais
speculativebut the omens are good:-

PQTis much the same as tracli-
tional African tenureswhere tribes-
men have the right to occupy land
onpayment of tribute to thejr chief.
Anewland tenure systembased on
PQT would find sympathy from alt
sections of the population, provided
it replaced all other taxes.

Calculations showthat a “racked?”
land tax shoultdraise the same rev-
enue in South Africaas is now cob-
lected, with considerable cost and
unpopularity, from persenal and
company taxesandcustoms duties.

At least three million South
Africans are out of work and POQT
would allow them to gain access to
land, the saurce of alliife, and sustair
themnseiveshy thesweat of theirbrows,

The net value of commercial
farmlandinSouth Africa, after repay-
ingR16bilkionofdebt tothe State,
is negligible and agricultural
frecholds could therefore be readity
convertedto PQT as a quid pro quo
forwriting off this debt.

Right now the Castle where
Cradock penned his Perpetus!
Quitrent Tenure one hundred and
eighty years agois being restoredto
its original rugged grandeur. Perhaps
toowhenthe Constitutioniswritten
for South Africa a place will be fouric!
formeasure which has shown that it
will grant to all South Africans “an
Estate and the high character and
stationof” real Landholders.

It would be appropriate to calf
suchatax “The Cradock” inmemory
of anundistinguished Governcrwhao
nevertheless distinguished himselfin
the art of land tenure design.
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A FABLE

DAEDALUS, the quirky thinkerwho
usedtoinhabit the back page of the
Naw Scientist, recently speculatedin
The Guardian (May 68) about the
causes of economic oycles,

- Treatingmonstary systems as
analogies forecological systems, he
sugyestad that alimited number of
currencies wasanalogousto slack of
diversity in species, which lead to
lernming-iike boom and bust popu-
fationcycles. Daedalus proposed that
stability might come fromallowing
competition betwaenanuniimited
rumber of currencies.

Onehastoagres that currency
unions certainty have the structurat
fault of impoverishing the fringe to
envichthe centre, but itis notclear
that thisleads to trade cycles.

PROPONENTS of land-value taxa-
tion, however, havealways recognised
a significant lack of diversity inhu-
manspecias. Greens anid the better
informed Liberal Democrats know
thart thereare two main sub-species
ofthehumanrace: “landowners™ and
the “dispossessed”.

Wewory't find examples of this
pharomenan in natural ecclogicat
functions, for population fevels tend
{like the lemmings that Daedalus
mentions), to be basedonimmediate
food supplies, Tinite appetites, the
availability of habitat, and the relative
inpossibility of one individual ocou-
pyving two ecologicainiches at once.

Inthe hurmaneconomy, however,
we have to deal not only with insa-
tiable greed, but alsowith concepts
suchasexchange-value, expectation,
and the law’s defence of property
rights. In nature we will not, for
example, find Squirrel Nutkin®s rela-
tivespaying tributes of dead mice and
insects to Old Mr. Brown, the Owl,
inreturn for the freedom to gather
nuts on Owl Island.

Do you remember what hap-
penedinthe story? The squirrels sail
totheisland. There, they “bowlow”
and ask “politely”: “Old Mr. Brown,
will you favour us with permission to
gather nuts upeon yourisland?”

Inreturn forthe permission, they
returmnwithnew tribute-amole one
day, seven fat minnows another, a

beetle, honey, a new-laid egg - any-
thing that will sppease the Owlon
“his” island. :

Beatrix Potter transposedonto
the animals a human phenomenon.
Of course, she'does not botherto
explain just how landowners acquire
the right to exact rent for letting
othersusewhat they havenotcreated
and may not ever use productively
{how mary owlseat hazeinuts?).

Anthropomorphised Old Brown
does just as human beings do - de-~
fending property rightswith violence
andwiththe threatofawinter'sempty
bellies for squirrals who cannot pay.

ButMs. Potter does not tell the
whole Nutkin story. If she had,
Daedalus’ question about economic
cycleswould have beenanswered. If
you are sitting comfortably, thisis
now she might have continuedwith
thestory...

ME. BROWN knewhewasontoa
goodracket, sohe steadilyincreased
his demands. He raised the rent as
high as the squirrels could pay with-
out starving, andmost of their time
was consurmedinhunting beetles and
dormice. _

Then, since business was good,
the ow! bought a neighbouring is-
land. The vendor had cannily ob-
servedthetrafficintributetothe first
istand and nuts 1o the maintand, and
the price for the second island was
high. Mr. Brown horrowed heavily to
pay it. Tomeet the interest on his
bank loan, he raised the rent a bit
more. The squirrels were so over-
stressed that their eyes lost their
sparkle and their {ails lost their
bounce.

. Lacking time, energy and re-

sources, they drowned. Mostofthe

others stoppedbothering about the
nuts, simply living paw to mouthunti!
the coming of winter finished the
food supply. The squirrel population
crashed, and thatwas the end of Mr.
Brown'srent.

Afterseveralyears, “greenshoots”

returned to the squirrel economy.
But by thattime, the bank had repos-
sessed the secondisland, the owlwas
bankrupt, and he was having to scav-
enge for himself. Landowners can

(APOLOGIES TO BEATRIX POTTER)

. suffertoo, yousee, but they tend to

have more to fall back on in hard

times, andof coursetheirassetsare

indestructible.

Eventually anew generation of
squirrels built new little boats and
came to Owlislandwith their tribute.
They could only afford the original

Jevelof rent, but MrBrown - thin and

bedraggled - was now willing to ac-
ceptit. Andso thewhiole thingstarted
all over again. .

The land-value created by the
demand for nuts really belonged to
atl the animals, not to Brown, who
had not created the istand, or the
nuts, or the squirreis. Only Nutkin,
it seems, saw that Old Brownwas a
thief, andhe paid for hisindpendence
of thought with half his tail. It may
well be that he suffered a more
enviable fate than his human coun-

" terpartswhostarve inthe gutteroy

grindout sterilelives in factories ta
paymartgagesthat areinflatedbythe
artificiaily high price of bulding laed.

But if land-value taxation had
beenoperating inPotterand, Brown
would havehadtopay ataxbaseson
the use that all theanimals {includ-
ingBrown himself) needed to make
of the island. Diversity would have
beenensuredby Brown needingto
see that they DiDuseit, sothathe
couldcollect the rerit topav the tax.
Competition between Brownand the
bark { the new owners of thesecong
island, remember) would have en-
sured thatrentsreflected REAL valug,
rather than speculative pricingina
restrictedland market; and therent
revenue would have paid for ahealth
service and education for alf the
animals. Industriousness, stability and
equality would havereigned, andMr.
Brown would have had to work for
alivinginstead of exploiting the needs
ofothers. _

Notsuchaninterestingstory, but
amuch nicer place inwhich to live,
don’t you think?

*Beatrix Potter, The Tale of Squirrel
Nutkin,LLondon: F. Warne & Co.,n.d.
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ﬂwoz CRISIS TO SOLUTI @E

A REVIEW OF THE LITERATURE
By David Smiley

ONE HUNDRED years ago Progress
andPovertywasaswidelyreadasMard's
Capital. Marxism, from dubiouseco-
nomic theory, proceeded to conquer
half the world, and Jeave a heavy
imprint on the otherhalf. Georgism,
fromimpeccable economic theory,
nroceeded to oblivion,

What explanation canwe find for
thisparadox?

LEVERAGE

#Marxismandits many deriva-
tives have always had the political
leverage of massive organised labour.
Georgismhas not,

4 Marxist theoryis hard forthe
tayman, so Marxists have always tar-
geted the intelligentsia, obtaining
enormouslyinfluentialintellectual
leverage. Geargist theoryisalsohard
forthelayman, vet we address only
alaymanbase, withnegligible results,

€ Marxism generates an im-
mense literature at academic and
popularievels obtaining enormous
educational leverage. Virtually noth-
ing of substance, even including
Fahian moq%&ﬁoz@ has mowwoﬁma
Gearge’shooks,

itseemstomethatwehave mm_mmn
because we have notusedthe lever-
age of the intelligentsia (inuniver-
sities, professions, and powerful or-
ganisations such as the United Na-
tions and the World Bank) whose
researchand publications ultimately
influence the world’s political agen-
das.”

A NEW ORDER? )
What is now called “The Old Inter-
national Economic Order” (QIEQ)
dates from World War il with the
Bretton Woods agreement and the
Marshall Plan.

These initiatives removed ex-
treme poverty fromthe “first world”
and successfully droveits economic
growthfarthenaxt 25 vears. That this

growthwas shared by the “thirdworld”

disguised two contrasting trends. In

the first world, growth was conver-
gent:internalincomesbecams more

equal and so did the wealth of na--

tions. Inthe third world growthwas
divergent: gaps betweenrich andpoor
nations widened.

Thencamethe o shocks, crop
failures and stagnationof the '70s,
therecessions and debt crises of the
"80s, socio-economic disorderand
confusion, and demands for a new
order, aNIEC, It has ot arrived, nor
arethere any signs that it will.

Behind this brief historylies an
equivalent body of “development
economic theory”, confidently
growth-oriented at first, then con-
fused byits own stagflation and the
collapse of Keynesianism, and by the
inexplicable divergence of wealthin
the thirdworld. Thisis the “orisis” we
are examining, consisting of all the
unansweredguestions posedinthe
literature, central to which is the
unanswered guestion of divergent
wealthin the less developed coun-
trias, the third world,

Development theory wilthaveto
beradically redirectedifwe areto
meet economic efficiency aswellas
social justice criteria. Paradoxically,
technology exacerbates the crisis.
From Geargist economicsitisalso
clearthat thirdworld divergent wealth
ishoththe symptomandthecause
of failure, in hoth the practice and
the theory of development.

EXISTING THEQRY

“Inequality cannot really be re-
ducedsolongasproperty ownershin
isheavilyconcentrated”.-Seers, 1977,

King {1977} contributes two
empirical analyses quite fundamen-
tal to the failure of development
theory, The firstis that social injus-
tice and economic stagnation are

directly "linked to patterns of
tandholding. The secondis that the
greenrevolutioncanactuallyincrease
poverty throughincreases inrent and
evictions of tenants,

Sen (1983}, inwriting an “ohitu-
ary of development economics”,
puzzlesoverthe obvioussuccesses of
the "tigers” of SouthKcorea, Taiwar,
Hong Keng and Singapore without
noticing their histories of land re-
form. _

Lewis(1984),inhis“search for
theengine of growth,” isconfusedon
unemployment and the faw of rent.
King (197 7)hadalready explained
the greenrevolution’s propensity to
technological unemployment, and
the models of Malthus-Smith-Ricardo
(Samuelson 1964: 726,727 ) explain
only too grimly the “rent takes alt”
results of population growthwithout
technological growthor, by implica-
tion, siterevenue,

Barke and O’Hare (1984) report
that “The realization that land re-
formcould actually increase agricul-
tural productivity...meant that a
strongecoenomic objectivewas added
to the original social andt egalitarian
motives behind land reform”.

ForResnick {1 985), development
theory and neoclassicat theory are
bothinamess. His paperis a good
example of ananalysis of the very reat
problems of former coloniatisen,
tanded aristocrats, concertrated
wealth, rmultinationals and commacd-
ity prodguction, but onewhich reveals
the weaknessof neo-Marxist analys's,
meeting the weaknessof neoclassical
analysis coming fromthe otherdirec-
tion, inthe confusion over what is,
and should be, “property”.

Myrdal (1987 ) proceeds straight
to the nexus of the problem: “the
existing great inequality of resources
and power within the underdeval-
oped countries themselves could be
part of the explanation of their
underdevelopment”, whereasin Ja-
pan, Taiwan and South Kores, radi-
calland reform policies helped trans-
formtheminto economic “tigers”.

Todaro's (1989 massive techni-
calcomparisons of naoclassical and
neo-Marxist theories of development
lead to the exhortations with which
weare sofamifiar: tolife-sustenance,
self-esteem, andfreedom fromsenvi-
tude, butwithnofeasible programme
for their attainment. AGeorgist analy-
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onalcoipo-

Qm: their
:,Q eu W arise primarily
?@w«,m iand in the af-

couidbasobved

1988 chap. &
concludest cmwm @?m
couniries ﬁww% introducedre-
formpolicie h as Ching, South

m
xow,m mmm.ﬁw wan wm% achieved

people ﬁmm in moﬁﬁ_@, mnmm\mwmows
ment and underemployment and
anegual distribution of wealth, even
thoughthey may have achieved high
rates of economic growth'”
Bhattacharya clarifiss what he
means by wealth: “inpre-capitalist
developing courntries, lend still repre-
senks theprincinal form of weslihang
the mam sowrce of economic and
politiea power and prastige”. ncon-
fining his commeant to pre-capitalist
cuunitries he guite clearly has not raad
TrePovesrinthelamHamson 1 983).

TOWARDS A SYWTHESES

Evern from a brief survey, it is
alreaoy clear that therels povisisin
development theory, that thisorisisis
refated to the Increasing divergence
of landed wealth in the third world,
bt thatnonew synthesis has appeared
out of neo-Marxist and neoclassical
BrRATSIS,

s also dear that the divergence
of weaith is a distributiongl, not a
productionproblem, thatithingeson
the degree of concentration of land
ownershio, that landreformis there-
fore aninsvitable ¢ componentinits
sclution, but that therels “consider-
abie confusionsurrour ﬁ%m therole
of land reformin economic develop-

ment” (Bhattacharyai969:141).

This confusion, then, isthe nexus
of the crisis, the resolution of which
can only be outlined here,

ONELINEofresearchis suggestedby
mmmgm&m cmm%mgecm exposureofthe
cormplementary ﬁgwa 15888 ﬁ Jro

s now cle
CWNETanip

L.,wmﬂ” piivate
af m&mmﬁgw “property”

(capital)inthe first worldhas w%«wﬁw
increased the @Eaff ion and distri-

bution ofweslth, whereas concen-
trated private cwnership of agrarian
foroperty” (land) inthe third waorld
has greatly inhibited both. Marxist

“theory caninot explain the first, neo-

classical theory carnnotexplainthe
second. mmw 4 ,é nthesis of these two
is imnossible wit 5% an mﬁc%%
dissection of “property” into
urirnproved fand, and capitalimprove-
ments; and a corresponding ethical
dissectionof “orofits” intoland rent
(whichshouldbetaved backintothe
community which creaies 1t) and
interest {whichshouldbelong to those
whicsupply the improvements),
Anotherline of regearchis sug-
gested by the starting evidence that
not only labour %@cwv {(population
explosion) bul capital inputs (the
greenrevoldion) canincraase rents,
nence debt, unemployment and pov-
arty. Maybetheproblemisthe surmlus
product called *economic rent”, and
vights toits appropriation. jwm SuUg-
gests the nead for a much longer

rasearchfocus, back toRicardo and

Hiskwofrent, and o the Site Reverue
programmesof Herry George {(1979).
Hut it alsosuggests the naad for,
arwd prnuchwider research focus on,
not only third, but first and second
worldlandeconomics. For example,
for the frstworld (out notexclushely)
Sarnuelson {1964 54 1) clabme: laned
Ferit “can wm taxed heavily without
distorting productionincentives”. For
the mmﬁ%@ world, inalettar of advice
cneconorricrefoirnitothe Soviet prask
dent, signed by three of the West’s
MNobel mmmméiﬁ.mm economists,
Robert Sclowetal (1991 Jwan “itis
Inportant that mwm rent of land be
retained asasource of goverrment
revenue”. For the third world, King
(1977 18) reports: *An m@m&m% to
agrarianreform currently recelving
muchatientonisland taxation, There
isabody of theory with considerable

following amongsteconomistswhich -

nolds that land reform could be
broughtabout automatically by indi-

rect methods such as'tax reform, .

thereby avoiding the highcosts of con-
ventional land redistribution pro-
grarmmes”.

Returning sccially-creatediand

<mimm%ﬁ% dtaxation) tothecom-.

mmunity which created them, instead
of tolandlords who did not, achieves

the social justice whichis now b
thie agenda of development reform.
Butuniiica redistribution, it is neutral
1o economias of scale. And uniike
expropriation, it does not disturb
property rights, it simply imposes
rental obligation. So, withrents Qn
50% oﬂ produce not uncal _
the third world, there are clearly sulbs-
stantial economic benefits as well,
Therefore these new con
enues couldbeexpectad .
other probieins of sanitation, rmmg
-education, etc.’

Finally, the new econor
pendenceths peasantsw
mightreduce populationy
provide alternatives to dep
cnwesternaid, icans andm
als.
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PUBLIC REVENUE
WITHOUT TAXATION
py Ronald Burgess
Shepheard Walwyn, £18

IN THIS thought-provoking book
RonaldBurgessarguesthe case forthe
aholition of all taxation and its re-
placement by the collectionofanatu-
rally occurring public revenue. Public
revenue, inDr. Burgess’sterms, isa
modified version of Henry George's

single tax. Whereas Georgelooked at

theland question from amoral point
of view, i.e., landis a gift of nature,
shouldnot be privately owned, but
should be made available to those
preparedtapay therent forittothe
community, Dr. Burgess views it in
economic terms. The community
createstandvalue by public expendi-
ture and should recoupits costs from
the resulting public revenue. Heis
carefultodistinguishbetweenprivately
createdwealthand thatwhich results
fromwork by the whole community.

Before going intc a detailed ex-
planation of his proposals, Dr. Bur-
gess analysesthe reasons behindthe
failure of present economic policies.
Policies that cause our recurring slump
toinflationcycles and oftencreatea
terrible combinationofboth of these
miseries - “slumofiation”.

He argues that the so-called

Keynesian schoolinits demand-side-

economicsignores the spirit and much
ofthe theory of Keynes. Keynesnever
tooktheview that demandalwayscalls
forthis own supply, and highvolume
public spending as a policy prescrip-
tionowesmoretoBeveridgethanto
Keynes. Thereality of suchapolicy,
Dr. Burgess points out, is that high
levels of public spending necessitate
highlevels of taxation, whichmayneed
topping up by borrowing - asure recipe
foraccelerating inflation.

Equally, the Chicagomonetarists’
supply-side theories have led to fail-
ure, althoughina differant way. By
cutting public spending and control-
ling the money supply their policies

PAGE 12

canscueezeinfiations
but only, _.m saet ,3 at x;m Cos ﬁ ofa
returntolarge-scale unemployment.
Mrs. ?%%2_ attempistore-
duce the public sector by privatisation
did noteven manage tolower public
spending. The new supply-side poli-
ciesstartadi m H 97 9whentaxrevenue
appropriated28.6% of net natianal
product at market prices. Adecade
latertax revenue was taking 409,
Ronald Burgess points tothishigh
levelof taxation as akey reason for
aﬂwmﬁ%m@.@mém lackofsuccessofboth
theories. In 1945 Colin Clark derm-
onstrated, andKeynes agreedwithhim,
thatwhen @aqmﬁs%m% tax and bor-
rowing exceeds 25% of thenetna-
tional product, inflation becomes
inevitable. Effective afternpts at coun-
ter-inflationlead equally inevitably to
ncreased unemp Owu,wmgﬁ Demand-
sideand m%ﬁ_wgmﬁm policies areinca-
pabie of eradicating inflation and
unemployment at the same time.
Taxation, according te Dr, Bur-
gess, is aprincipal cause of bothin-
flation and unempioyment, and a
substantialpart of his bookis devated
to showing precisely how this hap-

pens. Drawingonthe theonesof Adam -

Smith, Ricardo, John Stuart Ml
Alfred Marshall, Keynes, Milon
Friedman and ColinClark, hestretches
out his researches toinclude the work
of Francols Quesnay and the
Physiocrats, Hervy George, St. Thormas
Aquinas, Enrico Barone and Paul
Leroy Beaulieu. He points gut that
the development ofKeynes'sgenersl
theory of employment leads to the
conclusion that an open trading
economy will e most prosperousonly
wher aw taxationis abolished.
ftwas the Physiocrats, also advo-
cates of the abolition of taxation, who
pointed out an altermative, SES_
mogw.nm of public revenue. Alfred
allidentifisdwhat he called a
:mvmnm ttax” andHenry George spoke
of a “single tax”. Raonald Burgess
develops andrefines thase ideas.
The place where thispublic value
manifestsis as partof therent ofland

o "situstion value”

£

1

as Alfred Marshall
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callectit. No one can produce land,
soland of itself has neither a public
neraprivate value, fspublic value
is createdby the provision of roads,
sewerage, drainage, water supplies,
street lighting, a police force, afire
brigade and so on. Without these
servicesthelandwillbeof little value
inadeveloped society. Withthemthe
tand becomes highly desirable and
commands a sale price orrent which
inthe UK goes to the freeholder. If
we acknowledge that most of this site
value has been created by public
investment then, argues Dr. Burgess,
logically wemust agree that it should
bereturned to the public

Ronald Burgess concludeswitha
chaptershowing how thisvaluecanbe
collectedas publicrevenue, repaying
the community for its capital and
current expenditure -which of course
includes the costs incurred by the
government itselfinproviding astable
environment foreconomic activity, He
rFegards this change tabe anessential
preraquisite Tor solving the major
social andeconomic problems, inchack
ing inflation andunemployment, that
aretoday oftenendemic,

Dr. Burgess suggests agradual
switch until afl taxationis abolishad

and government income comes en-
tirely from this new source. Public
revenue under this systemwilthe, by
definition, sufficient to cover all nec-
gssary publicexpenses, Thereare aiso
cansiderable environmentatbenefits
-urban sprawl would be curtailed andg
polution would cease to ke profit-
able.

Present-day orthadox economics
has found no solutionto contempo-
rary problems and unless it shakes
ftselfloose fromthe shackles of tra-
ditionalways of thought, it neverwill,
AsKeynes himself sald, we are usually
the slaves of some defunct economist,
Inhis owncase the so-called Keynesian
mngﬁ are slavesto amisrepresent-

tionofKeynes.

PublicRevenue without Taxation
is a work of major importance and
demonstratesapracticaland dynamic
solution to oureconomic crisis. More
than this it points away to give human-
ity a truly just society inwhich people
may live as free individuals enjoying
fully the fruits of arich and self-sus-
taining world.,
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