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THE economies in what used {o be
the USSR are in a shambiles. Me
amount of western aid will rescue
their industries unti! they under-
stand the processes of the mar-
ket.

This is poignanty itlustrated In
the countryside, where food-
production appears to be in a ter-
minal conditlon of sclerosis.

The politicians — and their
advisers — still think that, tp kick-
start activity, the peasanis nsed a
pite of money. It is at this point that
hands are thrown in the aly for
most peasants have not been shie
to accumulate their own capital,

Not having savings in the bank
does make it impossible for far-
mers to buy land (or purchase long
ieases). Bul the view that this ls a
problem reveals that the Soviels
still have a long way to ge in
uncerstanding the nature of the
problem before them.

Having monevinthebankisnola
necessary condition for energizing
the economy. That they continua o
think that it is a first step, indicalas
that they have not vet plumbed the
significance of the Law of Rent.

WE HAVE proposed that, in the
Soviet Union, the aliocation of land
should be delermined by how
much reni users are willing to
offer,

in the absence of prices {market
signals) auctions would alert the
state and its agencles (which
possess the land) about the expan-
fations and abilities of prospec-
five users.

The rent ihat prospeciive users
woutlld offer the community would
not have o be paid in advance; i
would be generaled out of sach
year's production — the true eco-
nomic surplus from the labour of
the workers afier thelr occupation
of the land.

i is frue that, in the West, people
are preventad from cbialning land

because they do not have mongy io
buy the righls of ocoupation. But
that obstacle need not be of any
relevance in the Saviet Union,
which could establish a rational
system in which new users of land
were not penalised for not having
meney in the bank, |

The deciding factor should be
ABILITY. M prospeciive users
believed that they are best gua-
lified to put land 1o good use, they
would offer the highest rents —
maoney that they would pay io the
community AFTER they had seld
thelr produce in the markets.

HOTHING will happen unill a
“market” in land s created. This is
an unavoidable issue, and the
Seoviel economy will continue to be
depressed untit this fundamental
slep is taken.

The controversy is aboul the
nature and structure of the market.
Wesiern economists continue to
fall to supply the corract advice.

Given the problems, the only
solution, one that can resclve ihe
difficulties guickly, and with the
minimum of disruption and the
maximum of benefits, is based on
the competitive bidding of rents.

The erstwhile Soviets are having
ditficuity grasping the implications
of our model because they are still
tncked info the old ervor of thinking
that people’s wages are paid out
of capital, P

in fact, as Henry George argued,
people — i free — produce their
own wages oul of current activity.
8o there is no need o warry about
past dgifficuities: free the people,
and they will get on with the job of
generating wages — and rent.

That is the challenyge for the East
European republics: will their
lzaders now realise thai, if they
create the conditions of freedom,
the people can be tusted fo
generate the incomes that they —
and their communities — nead?

Land & Liberty T November/December
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WE SAID it Eocwa be a depression,
not a recession - and the state of the.
British and US ¢conomies is now
being compared to the 1930s. We
explained that 1992 was the year of
crisis - and we said it four years ago,
in January 1988..

Government mohoowmr;u refused to
heed our EPBEm We knew there
would be mnmEFWmE s0 in the first
edition of EI we vcmmovﬁm a simple
test: we invited, Hﬁar? to compare
our forecasts @ events as they
unfolded in the real world. For four
YIS we &Eimm?a and analysed the
news. Then, lasy «oE. as .Eo.,ummza
and prime ministers around the world
assured their <o§.m"m§ the worst was
over, EI mcmwnma@a publication.
Crunch time had come.

Now, it was for the official
monitoring agencies o deli-
ver the verdict. |

§” WHEN THE WORLD. ECONOMIC
B CRISIS WILL ‘REALLY’ COME, . .

ENTIVE
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How mh noobob:wq H Hnm m.ﬁ.ﬁmon warned ot Eo nnmmb »05. years ago

arg erEm sharpeued. gsc in mid-
December, Robin  Leigh-Pemberton,

the Governer of the Bank of England,

reassured that the country was coming
out of the recession, he was publicly
accused of being a ‘‘fool” by Lord
McAlpine, a former Treasurer of the
Conscrvative Party, Mr Leigh-Pem-
berton, of course; has the finest
economists at his disposal. But he
resorted to a dangerous argument
when he again claimed, on January 2,

4.8, LarD BENT (BILLION POUMDS)

tincl.

0ll kents & ali rates revenued

Investors who Sﬁﬂvw heed
of our analysis are the
richer for it; those who
igiored our AESS &8 now
paying a price Bom,mn?a in
billions of pounds wiped

.:.v..:“n” o

off asset values, %wwaw will
not be recovered, fgr many

AN s id b en b -rirne

years. And Ermﬁ,om econg- 1385
mics? The most cwﬁﬁﬁmsm
critique comes from commentator
Anthony Harris, QQESEW a New
Year message to th readers i the
Fogncial Times: “.the clearest les-
son of this year has been that econom-
ists know next to mo_._m:m about the
future.”” The influential London Busi-
ness School's reputation, he wrote,
*‘is gone..along with that of the whole
Eom@mwﬁw.;: And: “.the eclipse of
economics is no lau ghing matter,”’

They all got : wrong, and that
includes the Treasury and the Bank of

England. Not mﬁmmvsmq_ the knives

recovery. He said:

1sa7 1788 1389 1934 1931

that Britain was now on the road to
““All forecasters,
not ouly the Treasury and the Bank of
England but all economists are saying
'92 will be a year of recovery.”” But
they all got it wrong in ’'91. Why,
then, should investors - who have paid
dearly for heeding the voices of
government gurus - accept this
assurance now?

Will "92 be the year of recovery? If
not - why not? And where did it afl go
wrong? EI retums to address these
questions.

El/No 29 January 1992

Zocumsm can now be done to
moderate the depression, but mid-term
prospects can be enhanced. And thig
means paying special attention o
trends i the Jand market. Qur buile-
tins revealed how the macroseconomic
models employed by forecasters were
fatally flawed by the absence of
recognition of the land market's role
in the economy.,

The land market led the boom. Our
theory of the economy told us a story
that was diametrically opposed to the
read-outs generated by the high-
powered Treasury computer. We saw
red warmning lights where Cabinet
ministers, lulled into complacency,
were encouraged to make robust state-
ments, Britain had finally reformed
the inefficient labour and capital mar-
kets which - they said - had crippled
the UK economy in the past. Thep
turned a blind eye to the land market,
where prices boomed after 1985.

We monitored similar trends in the
USA, Japan and Australia: we sent out
warnings for those economies,
Nobody listened. The politiciaus put a
brave face on. it. In Canberra, Paul
Keating - then the Treasurer, now
Prime Minister - said that the worst
slump in 60 years was “‘the. recession
Australia had to have’’, Not true; the
slump need not have happened - if the
politicians had taken the correct pre-
ventive action. But with one exception,
governments adopted a  tight-eared
approach. to policy-making in the
1980s. It was in Tokyo that the
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GZM%WO%ZH is cmow oI Eo wo:sc& mmanam
President Bush knows that his job is on the line, if he does
net squeeze a deal out of the Japanese which can be
translated into jobs in the US. This year the jobs issue will
be eveén more potent as a political issue because the brunt
of the recession is falling on regions and groups that used
to suffer least.

Tn Britain: nearly- 50 people are chasing every job in
London. In the prosperous south-east of England, recent
unemployment frends show a faster rise than jn the

industrial heartlands of the north. The capital lost 300,000

industrial jobs between 1985 and 1989, which shifted. the
focus of economic pain onto the financial and service
sectors.

Jt is the same story in the United States, where the
once-thriving north-east is suffering the most. In New
York/Northeastern New Jersey, job losses were & massive

300,000 in the year to last October, reports Samuel

Fhrenhalt, the Regional Com-

The prospects mOw Hnmonﬁ % ﬁo mmnocsﬁm_ sector Eow
bleak. The GATT talks have stalled coomcmo the Europeans
arc resisting American demands for 'a_more competitive
approach to selling foodstuffs - Eo_w in tum, would
translate ‘into ‘more jobs in the Third World, Yet it is in
everyone’s interests to free up the éoﬁa markets. This is
correct, in theory - and history. Yet moﬁEE@:nm working
to. a mo:ana timetable, fake the Mommo:m for 9@ sake of
short-term expedicncy.

President Bush, for example, is mca moEm slow on talks.
about the North American Free HS% Agreement because
popular prejudice claims that B@w would be Iost to
lower-wage workers in Mexico. ﬁzm is short-sighted:
Mexico is the third largest export Bmmﬁ for American
goods, and open access to each oEE.m markets would
“generate even more jobs. In 1960, mm& of America’s
economic growth was due to Eﬁoﬁm:oam_ trade, BEvery $1
bitlion in TJS exports represents about 20,000 jobs for

L.
>Bazomn workers. So

.. - - ocosEm world  markets
missioner of Labor Statistics. Indexes of manufacturing employment, even further would help to
Qver half of the job losses 1979-91x ¢ trend
were in New York mu:v. (Seasanally adualed) n®<@mm@ curren ends. in
itself, where the downturn lngox. Decmoer 1978 = 100 the Hog market;, the. US is
ranks as the most severe A. S~ mcmmnﬂcm from savage

. : 05 - a * mmmomm by firms like IBM
contraction in the post-World : \ N ,
. L e L . and anﬁm Motors.
War II period. Recession in R N :
the industrial economies has LT Q, ﬁomﬁon\mm throughout
ks
wiped. out gains made during w0 | M the ESE will now expect
the boom years of the 1980s. . A mESmB@b to define con-
Ehrenhalt calculates that, in mc.:oﬂ? policies. For even
his region, 40% of the 1 ﬁnom_m with jobs fear a
growth has been erased since L - borien st : turn ,§ the dofe queues. In
the jobs market peaked in  } o} . the dm it is estimated that
February 1989, ! ot e daer 25 million workers out of
ary 65 & He ¢
How can govermnmems I S e Gty w Ewoamr,_‘,omomw .m.m 125 5_8“-
, : a1 13 1088 1987 g et ions - ope in five people -
help people to claw Eo.n way Coute n 70,50 are an ot Bavamben = iom@ EHEES@ g at some
back intc employment? The

short-term options are few,

but political decisions taken today are fateful. They will.

shape prospects for at least the next 10 years, and could
shorten the depression. World trade will play a significant:

role. But the lessons of the 1930s - when politicians ran for

cover under the cloak of protectionism - may not have
been leamt,

Take agriculture, In 1933, President Roosevelt signed the:

first farm subsidy law. Today, worldwide, an estimated
$300 billion is spent in distorting trade through artificially
high prices and budget-financed support for farmers. While
visiting Australia on his recent Asian tour, George Bush
caid America would not reduce its Export Enhancement
Programme - a device which costs Australian farmers

about A$lbillion in foreign markets, That lost income,

converts into under-employment in Australia,

cEm Qm::m the last 12
months, In Britain, the fear of EEEEQBQE is encourag-
ing the, retrenchment in household mmomaﬁm which, in. tum,
leads to further job losses.

The world is midway through a %mmmo change in the
structure of economic activity. H:m:mﬁzm“ jobs are moving to
the. “‘tigers’ of Asia like Hu_s&b,, mbm_ many more will
socn shift to Eastern Europe: But mo panic now would be
disastrous. The transformation soma not threaten the
prospects of full employment in ?@ rich countries - if
reforms are implemented ail-round. For exampie, countries
that dre EmEm manufacturing jobs | éoca benefit from an

increase in the $800 billion-a-year icwa trade in services.

& In fortheoming issues, El x\\\\ dascribe the ax
reforms that provide sonie of e most potent
solutions to the problem of global job-creation.

m__.smmrna by the Centre for Incentive Hu,,::@ !

__..3 Vauxhall Bridge Road, London, SW1V 1EU. Tele: 0BL 943 wwmu

“ N



SHORTCOMINGS IN GLOBAL TURMOIL SURVEY

ECONOMIC and potlitical cri-
ses around the world are finally
giving definition to a view that
lhasbeen emerging ever since the
Club of Rome published The
Limits to Growth 20 years ago.

The new per¢eption finds its
formal expression in a study
called The First Global Revol-
ution.! This report broadens the
Club of Rome’s original war-
nings about threats to the
environment; nOw, its two senior
officials add | globally-based
upheavals in politics and eco-
nomics to provide a comprehen-
sive overview jof the spatial
turmoil,

The authors
they call the
iacies” as:-

identify what
“three immed-

e Conversion of the military
economy to a peacetime mode,
most dramalically illustrated by
the need to resiructure the for-
mer socialist cquntries;

e Containment of global
warming through reduced emis-
sion of carbon dioxide: and

» Confronting the — TFirst
World's exploiiation of Third
‘World countries, which has con-
tributed to o&v@mwm levels of
poverty and the exhaustion of
natural resources.

A rigorous analysis of how
these complex layers are tensely
interlocked into a single global
crisis is indispensable. Unfor-
tunately, the Club of Rome’s
insights are not matched by
imaginative solutions. Their
prescriptions aje still rooted in
the perceptions of the past.

They do not correspond to the
global dimensions of the pro-
blem. We still nced a satisfactory
starting point for the articula-

Land & Liberty 1 hwﬂc_@:wmw\bmn@x@mw
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INSITE analysis

tion of the new philosophy cap-
able of addressing the challenge
that faces mankind in the 21st
century.

NONE of the established philo-
sophies provides a satisfactory
conceptual framework within
which the problems can be
analysed, let alone yield approp-
riate solutions.

Socialism is discredited, and
the under-belly of capitalism is
once again exposed as vulner-
able to the vagaries — of what?
The Club of Rome acknow-
ledges the value of the free
market, but The First Global
Revolution stumbles over what to
do to tackle deep-seated flaws in
the western system of eco-
NOMmics.

The Club of Rome empha-
sises that our world is a complex
thing, made up of so many
“fecdback systers” that “it is
difficult to design them within a
comprehensive model.”

Since this is correct, how do
we te-regulate the world, tame
the evil forces that cause so
much heartbreak and death?
Can we have any conflidence in
their prescription that “Only
public iatervention, based on
political processes and often
using market mechanisms as an
instrument of public policy, can
deal with these problems?”

Disappointingly, the Club of
Rome’s political insights are
crass; they discuss contem-
porary politics in terms of “the
law of the jungle,” a formulation
that has no sensible meaning (in
fact, man’s problems began
when he abandoned the law of
the jungle). The authors of the

Club of Rome report contradict
themselves by trying to placate
all interests. Action, they say,
must be locally-based, by freely
cooperating individuals; yet
they assign a crucial role to “dur-
able sovercign states,” whose
institutions are necessarily hos-
tile to the freedoms that make
local action possible.

This is no further advanced
than liberals who advocate a bit
of this (the free market) with a
bit of that (state-regulated
socialism) to try and balance the
complex demands made on
society and on nature by every
family in the world. The Welfare
State approach has failed all the
tests. The time has come for a
political philosophy to emerge
that can provide us with new
governing principles.

WHAT ARE the ideal qualities
of the global philosophy for
which the  world is now
searching?

The theoretical structure has
to be one of simplicity, and yet
comprehensive in its problem-
solving capacity. Taking our
cues from the analysis in The
First Global Revolution, we iden-
tify three principles as essential
to that philosophy.

First, the need to empower
people. We can no longer rely on
state-directed action. The terri-
torial state is now an anachro-
nism. We will have to build new,
trans-national institutions, but
individuals at the grass roots
will have to operationalise the
relevant policies. The individual
is the agent of action.

Democracy must be refined to

Continued on page 84 »
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4 From Page 83

liberate the citizen. European
models, which effectively alien-
ate many people from the
decision-making process, have a
long way to go before power is
devolved to those from whence it
is supposed to spring.

Second, the new philosophy
will have to integrate society.
Historically, we have been bam-
boozled by ideologists into
accepting as unavoidable the
divisions created by class (the
Marxist view of history) and
property rights (the persuasion
of liberal philosophers).

Actually, the class-based pro-
blem is no more than social
divisions created by unequal
rights of access to property. In
other words, if we are searching
for ways to integrate society, we
have to resolve the vexed ques-
tion of property rights.

Societies, today, are torn by
factions which, at best, co-exist
on an uneasy basis; at worst, are
in open conflict. The impor-
tance placed on the means of
coercion to maintain “peace”
(police, army, physical boun-
daries, and so on) bears tes-
timony to the need to contain
people by force, beyond what
would be necessary in a society
in which every person was
truly free.

Third, we have to devise
means to harfonise mankind’s
demand on the natural environ-
ment: a mechanism has to be
formulated to stabilise the
relationship between man and
land. Thatthis is a problem now,
but has not been one for several
millions of years, indicates that
the rights of access to land have
changed in some fundamental
way — and for the worse.

Over evolutionary timescales,
men and women obeyed natural
laws that precluded the deple-
tion of resources to the point
where their existence was threat-

84

ened by their own foolhardy
actions.” At some point, the
socio-ecological secrets of a
homeostatic relationship with
nature were lost.

This summary is sufficient to
highlight the impossibility of
continuing to shape events on
the basis of current values and
perceptions. Mankind has
alternative but to evolve a new
philosophy, one that is “fit” — in.
the Darwinian sense — to guide
us through the current phase of
social evolution.

WE ARE not likely to uncover
the new philosophy entirely out-
side the realm of present exper-
ience.

A philosophy so rooted
abstraction that it has not found
tangible expression (no matter
how superficially) is not likely to
afford us with a new starting
point. The new philosophy has
to have emerged, no matter how
tentatively, as a result of the
“felt need”.

Historically, although we
identify periods as “revolu-
tions,” the ideas on which those
apparently sudden transfor-
mations were based are found to
have been emerging for some
while before they were legiti-
mised by social institutions
and processes.

Today, the only philosophy

“that appears fit to confront the

challenge facing mankind is the
one associated with American
social reformer Henry George.
The theory on which the
Georgist programme is based
has been explored by philo-
sophers for at least 300 years.

Most importantly, however, to
deal with some of the social and
economic problems of the past
century, some of the key tenets of
the Georgist programme have
been incorporated into the wes-
tern social system in a way that
validates it as the Emﬂomom:w
relevant ﬁwmomo%r%

Qur job, now, is to test that
philosophy to its limits, so that

statesmen may have confidence
in its formal adoption. A crucial
starting point is to reflect on the
major flaw in | the market
economy, which is summarised
in these terms by the Club of
Rome report: -

“The market is ill adapted
to deal with long-term
effects, inter-generational
responsibilities and com-
mon property resources. It
responds  essentially  to
short-term signals and thus
its mmaﬁmﬁoa can be
gravely Ew&mm&sm if
applied to long-term needs.
The system of the market
economy countries based
on competition is moti-
vated by self-interest and
ultimately on greed.”

The Club of Rome makes the
mistake of Smﬁqﬁw ‘the market”
as somethifg apart from the
millions of people whose acti-
vities are abstractedly sum-
marised as “the market.” We are
talking about the behaviour of
people. If people E:a short time
horizons, and if they fail to nur-
ture common property resour-

ces, we must ask why they are

_qméomm%_@ To shift the pro-
blem on to “the Bm:.wﬁ is to .
obscure issues in a way that does
not lead to the articulation of
appropriate mo_aﬁobm

Critics of ommamrmg are com-
pelled to m&BoE% the market,
because their acclirate charac-
terisation of what happens in
the streets Homﬁum us with a
horrifying vision, which we
would rather not attach to real
people. Thus, the Club of
Rome notes:

“In the absence of all res-
traints, brutal operations of
the market forces would
lead to exploitation, neglect
of social needs, environ-

Land & Liberty D.>@“Tz@%\ﬁmm.§@3.



mental mmm&mnomou and the
short-term consumption of
resources, essential for the

future”?

We would not want to asso-
ciate such travesties with people,
would we? Betzer to ascribe them
to something impersonal, “the
market” — which lead, inex-
orably, to the vindication of
those who demand state regula-
tion of such threatening forces.

‘Henry  George's  major
explanation for;a malfunction-
ing market is associated with the
system of property rights in
land, which 'he adequatly
demonstrated was wholly incon-
sistent with individual freedom,
inter-generational respon-
sibility and sustainable environ-
mental activities.

In other words, his critique is
a relatively simple one. But is it
comprehensive?, Let us swiftly
review global problems from a
Georgist perspective.

WARS. The | Madrid peace
process on the Middle East
turns on whether Israel would
swap “land for peace”. Nearly
all wars are fought over territory
- land.

ECONOMICS. The reces-
sions in the USA and UK have
as their basis the speculation in
land, which disrupted the
labour and capital markets. We
cannot analyse the process here,
but observe o&oam in Japan
today: the government formally
acknowledges that what is called
“the bubble” took the form of
speculation in land (or specula-

tion in the shares of land-rich
companies) which had to be
throttled — and which is now

- causing a downturn in output.

ECOLOGY. Destruction of
the environnent, in its various
forms, is due entirely fo the
failure to compel users to pay
the full price of natural
resources.

Land, land, land. Whichever
way you turn, you discover that
property rights in land are the
basis of the major global pro-
blems. Yet if you search the
pages of The First Global Revolu-
tion, you fail to find any discus-
sion about property rights in
land. There is a fleeting refer-
ence to the speculation in US
real estate which caused the bust
of banks and S&Ls, but greater
importance is accorded to finan-
cial speculation (which did not
destroy jobs in the 1980s).

The Club of Rome ‘does note
that, in the Third World, people

-are driven from the land and

into urban centres; but they
nebulouslylink this devastating
process to poverty, rather than
identify it with a malevolent sys-
tem of property rights.

The only philosophy that
elevates land to its rightful place
in the grand scheme of things
was articulated by Henry
George a century agol* It is,
therefore, likely to be the phil-
osophy that now commands
our respect.

HENRY George argued that
man-made goods should be
privately owned, but that the

REFERENCES
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the Georgist

economic value of land — rent
— ought to be socialised.

The adoption of this simple,
yet sophisticated, formulation of
property rights, is the one
necessary condition for the
peaceful resolution of most of
the major social and economic
problems of the world today.
Without it, for example, there
can be no final solution to the
problem of war.

George argued that a socially
harmonious world required
individual liberty (the key prin-
ciple of western philosophy)
underpinned by a strong com-
munal spirit (the key principle
of socialism). His philospphy
synthesises these two elements
into a single -~ unique -
system.

On the “three immediacies”
identified by the Club of Rome,
two — war and poverty — are
exhaustively addressed in
George’s works. The third —
ecology — was treated super-
ficially; but the theory, because
it recognises the importance of
land and rental income, affords

-a complete solution to the sus-

tainable use of natural resour-
ces.’ (The “green” character of
philosophy is
explored in a new book edited
by Sara Parkin, to be reviewed
next issue).

The problem of how to allo-
cate common property (land) to
individuals for their exclusive
use, is resolved through the tax
system. George mnoted that
tenants pay rent to their land--
lords; that rent is a “tax” on
some users of land, and all we
need to do is generalise that sys-
tem — and make the community
the beneficiary of the rent.

This, argued George, would
generate sufficient income so
that it would not be necessary to
tax people’s wages or the interest
received from their capital
investments. Economists have
not been able to fault this

Continued on page 52 b
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SOUTH Africa remains a pow-
der keg, as the races and tribes
jockey for power in the post-
apartheid era. White farmers are
likely to be the focus for violent
reaction, particularly if the Afri-
can National Congress redis-
tributes land in favour of
blacks, writes IAN BARRON.

Land reform will determine
the outcome of the historical
conflict over territory. The
ANC’s thinking was discussed
by five representatives at a
seminar in Cambridge, Mass., in
September.

Reformers are approaching
the problem in terms of blaming
apartheid. This is colouring
analysis to the point where
serious policy errors could
result.

That the ANC should desire a
sharc-out of land based on jus-
tice — and to rectify historical
crimes - is understandable.

Sammy Mhinga, from the
Transvaal, explained how land
laws were used to separate tribes
from their traditional territories;
and split families apart, such as

TAX CHANGE TO

s Rarek Hanekom

forcing men to migrate in search
of work.

1o be effective, however, the ANC
must learn that property rights can

be constructed to exclude people

Jfrom economic opportunities, even
when the low grants formal equal-
ity to all citizens.

LAST July the ANC National
Conference adopted a Land
Manifesto - which assigns a
major role to government: the
market mechanism is treated
with suspicion,

On rural issues,
festo declares:

the mani-

The state must play a key
role in the acquisition
and allocation of land,

The state must have the
powertoacguirelandina
variety of ways: exprop-
riation with just compen-
sation, Esﬁwwmm grants
of state land, taxes on
land and other mechan-
isms can be mnsed to
ensure this.

The land tax is viewed as
merely one of many tools that
can serve policy objectives.

On urban land problems and
the need for wos?ooﬁ housing,
the manifesto says the govern-
ment must

pass laws preventing
developers from specnl-
ating in 'land; |and]
generating revenue that
will help to meet the costs
of such a wm”omm.mﬁﬁw,

The ANC rmm noﬁ yet realised
that a land-value tax, at penal
rates, is both the | smo?vu&\ and
sufficient ooba:uou for prevent-
ing land speculation. This
realisation may emerge when
they learn that:

(1) No moéwmﬁmi anywher

LAND disputes threaten the prospect of peace between
black and whites in South Africa. Discriminatery fand laws,
in 1913 and 1936, divided the races. They have now besn
deleted, but the legacy is a siark one: 87% of the land is
held by the white minerity; and the 13% held by blacks is
the worst quality land.

South Africa has a sophisticated land valuation system.
Most municipalities ralse part of their revenue direct from
the rental vaiue of land (Godirey Dunkley, That A/ May Live
Roosevelt Paric: A. Whyte, 1880).

Aspirations about the use and distribution of land are
explored by Albie Sachs in Protecting Human Rights In A
New South Africa (Cape Town: Oxford UP, 1200),

Absent from the political debate, howsver, is 2 vision of
how tax reform — raising the bulk of public revenue from
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the ranta! value of land, thereby diminis rmwm the damaging
impact of other forms of taxation — nmm transform pros-
pecis, by

e Harmonising racial relations,
¢ Accelerafing economie growth, and
° Diffusing wealth.

The Afrlcan Matlonal Congress belleves that It would
recelve over §0% of the pepular vote. It has now joined this
Pan-Africanist congress 1o lead the Patrietio Froni One
oblective: the formation of an interim gavernment o over-
see the transition to a non-racial m@mmmww“

The ANC rogards this as vital, for It fears the de Klerk
government will pass laws o ﬁw@wmw«m diseriminatory
institutions — In particular, those nmm_m:m with the land.
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in the world -~ except in the
command moom_ozimm of the East
— has m:oommama in @Hoésanm
developers boé speculating in
land™ and ;

(2) unless the land-value tax
option is exercised, the govern-
ment will be obliged to raise
revenue from other sources of
income — which retards eco-
nomic developmment.

The manifesto touches on a
range of issues that are best
resolved by land-value taxation
and the free market. For exam-
ple, the ANC points to the need
for “A programnme for the re-
newal of inner cities”, but it is
attracted to solutions based on
government action:

A programme for the
transformation of the
apartheid city must in-
clude affirmative action
for the provision of land
for affordable accom-
modation, commerce and
industry.

LVT IS the only tool that pro-
vides a comprehensive solution to
vital issues such as cultural
renewal and wooobouﬁo secur-
ity.

Heinz Mﬁz@ a member of the
ANC’s Land Commission Sec-
retariat, is a law lecturer at the
University of Witwatersrand,
Johannesburg. He stresses that
the “Iree” market in land means
little for the E%o«.oﬁmw@m farm
labourer who could not raise the
capital to _usw a white-owned
farm.

Klug said: :Hwﬁ.m could be a
land tax to try and get land 8
change hands.But as far as I am
concerned that is going to be
totally inadequate. For the
massive redistribution that is
required to create an agrarian
structure Emﬂwm acceptable, it
would be impossible to rely on
the present market structure”.

Klug is not aware of the
benign impact;of a very high tax

Land & Liberty DMZQ%E@@‘\GQ%S@%

. Sammy Miinga

rate on land rents. But the ANC
will have to work this out, if it is
to comply with its intention of
maintaining current levels of
agricultural productivity.

THE restitution of land to those
who have historical claims is a
high priority. The ANC pro-
poses a Land Claims Court.
Compensation would be paid to
disappointed claimannts.

The ANC does not plan to
nationalise land; where people
are dispossessed, they would be
compensated. This implies fear-
some financial problems.

That the ANC has an enor-
mous job of self-education on its
hands is illustraied by some of

-the problems which it is now

posing.

For example, Klug asked
“How do you establish when a
person has sufficient land?
Shouid ‘underused’ land set the
limit on possession?” Resolving
such issues through bureauc-
ratic mechanisms would entail
the postponement of the day
when everyone was free to par-
ticipate in a fuli-employment
£conomy.

Dennis Davis, Director of the
Center for Applied Legal
Studies at the University of Wit-
watersrand, acknowledged that
tax policy was important.

He said, for example: “Tax
might be used to redistribute
land by ensuring that people are
pushed off,” and tax revenue

was needed by the Land Claims
Court “to buy outland orengage
in reparations”.

In the homelands, Davis
noted, “because you don’t have
private land ownership, there is
no tax base”. In fact, this
“problem” affords an oppor-
tunity for demonstrating that
LVT is an ethically-based system
that accords with anthropologi-
cal tradition.

He then asked a tough ques-
tion:

Q: “Would a South African

agricultural land tax raise
revenue of substantial
amounts?”

A: A 2% site-value tax would
generate 1.2 billion rands, but
this was “far too high, because
any realistic property tax would
have to take account of exemp-
tions. So we are talking about
less than a 1 billion rand tax
haul. Ifthatis so, itis not a major
revenue haul, so we have to be
cautious about the land tax ... it
is not a major money spinner’.

International precedent did
favour a land-value tax, he said,
but drafting the law would be
difficult, to avoid penalising
“the people you want to bene-
fit™.

That comment indicates the
bias in favour of trying to rectify
the result of apartheid, rather
than treating all prospective far-
mers as equal, allowing the most
efficient to possess the land, and
ensuring — through a 100% LVT
— the equal enjoyment of the
value of land by everyone.

The full-time Co-ordinator of
the ANC Land Commission 18
Derek Hanekom. His wife ser-
ved four years in prison for
possessing ANC literature.

To evolve policies from the
grassroots up, the ANC has
divided the country into 14
areas, each with a Land Com-
mission. Their lessons, he says,
will have to be drawn from the
“miracle economies” of the
Third World.
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112 YEARS ON ... AND FAMILI

AMERICAN industrialist John . Lincoln’s will contained a
generous bequest to promote the ideas of reformer Henry George.
Today, the Lincoln Foundation, which has $100m.. funds the Lin-
coln Institute for Land Policy, of Cambridge, Massachusettes

Initially, the Foundation did advocate Georgist ideas. For most of
the postwar years, however, its attention strayed elsewhere. This
would have grieved John Lincoln, who stood for Vice-President of
the US on the Land Commonwealth Party platform in 1924.

Remarkably, however, Georgist perspectives are now being redis-
covered: at its congress last September the Lincoln Institute’s
officials disclosed a rehewed interest in the aspirations of its
benefactor.

John Lincoln’s son, David, opened the congress with this state-

ment: “Dad was attracted by the concept of making the benefits of
land available to all, but doing that without making Iand common
property. He was also attracted by the tax plan that took for society
what society created and left for the individual what the individual
had created.”

DAVID Lincoln emphasised that the Lincoln Institute had to be at
the “cutting edge” of policy formation, which — in his view —
explained the shift in their emphasis in the last few decades.

He told 200 delegates from 55 countries: “We realise today that
there are many new facets to land policy that'were not present 100
years ago. The world is a very different place today than it was then.
These new forces are vital to the study of land policy, and must be
taken into account in any programme of land policy study.”

Yet it was difficult to discover anythin g new in the problems that
were identified by the high-powered professionals who attended the
week-long congress. This suggested that little has changed since
Henry QaQ.mo published Progress and wgmwa\. in 1879.

A primary example: today’s economic recession in the USA (and
the UK, Australia, other spots around the world — and now begin-
ning in Japan). Henry George argued that land speculation was the
major cause of economic recessions ... and the central problem of
the current recession is precisely that: the speculation in land dur-
ing the 1980s.

e Karl Case, a professor of economics at Wellesley Oommmo
Wellesley, Mass., explained that New England banks were going
bust because of loans to real estate — which, he acknowledged,
actually meant land speculators. “The bubble is now dﬂﬁﬂpm
because the land values were not justified by the fundamentals in
the early 1980s,” he added.

‘How do you stop the modern economy from cyclically diving into
recession? Prof. Case said: “The problem may simply be that we do
not have the political will to raise land taxes to levels high enough to
really retard boom cycles. How high is high enough? No-one knows,
but it is probably closer to Henry George’s 100% than to the current
laws around the world.”

Lincoln Institute officials cite the global dimension as evidence

FRED HARRISON raports o,
of the Lincoln Institute fo
w@mmmwg erganisation whic

: phflosep

of the alleged shift in the natur
when Henry George was drafti
from his home in San Francisc

In fact, delegates found ther
blems, but with sharper internati
Eastern Mﬁdﬂo Prof. Case we
prices Wmﬁ already started, and
explosion the like of which we

® Japan's problems were anal:
Tokyo International Cmﬁ,@wﬁ\
explained how the rapid inc
mmnoEmﬂoﬁ to cm%ﬂmﬁ_ land —
an insight that orthodox econo
their macro-economic models.

As part of trade negotiations, 1
deal with land prices. Tokyo ¢
Japanese government institute
rate of increase of prices, w
economy.

At the last minute. however, 1]
reduced. Prof. Mera observed:
ween the two governments in Ms
by the Tax Commission took pla
between the two governments. B
have postponed the negotiations
ger period.”

HOW should scholars now fo
Institute’s views are importar
influence through its internatios

While ingsisting that the world
which Henry George lived, th
qualitatively new phenomenain
has changed is the scale of pro
centuries.
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'@ turning point in the outiook
Land Polivy, ihe U3-based
may now be returning lo Hs

vecal rouis.

of problems from a century ago,
1g his critique of land, monopoly
3
iselves addressing the same pro-
mal implications. For example, on
ned that “the explesion in land
inless controlled there will be an
lave not seen before.”
sed by Koichi Mera, a professor at
Jrvan Development Institute. He
ase in land prices encouraged
a classic Georgist conclusion, but
aists have yel to incorporate into

1e US government asked Japan to
d appear to act decisively. The
1 tax on land values, to retard the

ich had severely distorted the

e rate of the new tax on land was
The agreeinent was reached bet-
y 1990. Then a shilting orientation
¢ immedialely after thejagreement
laybe the US government should

and kept the issucs alive for a lon-

us their research? The Lincoln
, for it exercises considerable
al symposia.
sa different place from the cne in

institute is hard-put to define
ieed of academic scrutiny. All that
lems that have persisted for two

Ronald Smith examined their

e Harl Case

prospectus for the next few
vears, and listed four areas of
interest:

1. Henry George’'s philo-
sophy, which “has been the

traditional core of land policy.”

But now research had to take
account of globalisation.

2. Land policy and land-
related taxation.

3. Environment and natural
resources: “these address Henry
George’s ‘land’, the creation of
nature. In economic termsitis a
free good, to be used for produc-
tion. Increasingly, herein the
US, courts are giving precedence
to maintaining the integrity of
ecological systemis over eco-
nomic rights in property.”

4. Governance. There was
now a need to study the role and
function of government, rather
than ifs organisation and struc-
ture, because governance was
“growing more problematic
owing to the fragmentation of
government,”

Lincoln Directer of Educa-

Continued on back page »

- EXPERTS

* Prediction by John Okeliokelio,
above, of the Ministry of Lands,
Kampala, Uganda: “We don't have
enough manpower to handle com-
plicated buildings and struciures.
There is geing to be a move away
from the annual ratlng of develop-
ments, towards site-value rating. |
use the word rating because In
Uganda we have shied away from
“ax’, which people resisi.”

¢ Koichi Mera

Land & Liberty [] Noveinber/December

8

9




® THE CRASH in Britain’s property market has
not eased the pressure on commercial

tenants, reports HENRY LAW

SPECULATION is a major factor in the problem
of vacant land in Britain. The private sector land
market, far from acting as a dynamic and efficient
allocator of resources, presents a picture of

sloth.

This is one of the conclusions of a study of
vacant urban land* carried out by Arup Eco-
nomic Consultants (AEC) for the Department of
the Environment, with the aim of evaluating
government policy instruments designed to speed

the development of urban land.

The survey investigated over 900 vacant sites in

20]ocal authority areas in England, The sites were
grouped into two samples, of 706 sites which had

been vacant in 1979, and 249
sites which had become vacant
between 1979 and 1984. Many of
the government policy instru-
ments worked well, when ap-
plied to individual sites, But, the
report continues: “Closer in-
spection of the sites which re-
main vacant from the two na-
tional samples revealed a num-
ber of reasons for continued
vacancy.

“Only a relatively small pro-
portion of sites, 34.1% of the 1979
sample and 39.8% of the 1984
sample, remained vacant be-
cause of physical constraints of
the kind that typically are ad-
dressed by many of the policy
instruments, particuarly grants.

“It was found that 32.2% of the
1979 sample and 39.8% of the
1894 sample of sites which re-
mained vacant did so because of
the owners’ intentions to keep
them vacant for a varicty of
reasons, such as holding them
vacant for an improved mar-
ket.

“About 18.6% of the 1979 sam-
ple and 25.0% of the 1984 sample
were vacant because of an ap-
parentlty poor demand. How-
ever, in the judgement of the
research team, there were very
few of these vacant sites that
were incapable of beneficial
use.”

The report observes that there
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was little that existing policy
instruments could do to bring
these sites forward for develop-
ment and it is difficult to en-
visage what else could be done.
In conclusion, the authors of the
report suggest that: “Delays due
to owners’ intentions to keep
land vacant could be reduced by
the introduction of incentives
and/or penalties...

“One difficulty is that two-
thirds of sites in this category are
in private ownership and Gov-
ernment has expressed a desire
to maintain an arm’s length
relation with the private sector
land market. However, it might
be possible to consider some
form of vacant land tax to help
speed up their develoment.”

WITHIN its terms of referencs,
this study is a useful contribu-
tion to the rather limited fund of
information on the land mar-
ket.

Unfortunately, to maintain
comparability with previcus
statistics, sites of under 0.2 hec-
tares were excluded from the
survey. This must lead to a sys-
tematic  under-reporting  of

*Tracking Vacant Land, Arup
Economic Consultants, £13.75,
London HMSO.

small town-centre sites, and
these would generally be in
private ownership.

A site of 0.2 ha is not neglig-
ible if developed to inner urban
densities, it could accommodate
eight houses or five small indus-
trial units, to provide jobs for 20
people; the development poten-
tial of city centre sites of this size
is considerably more.

Rather than set the cut-off
point in site area, it would have
been more useful to fix the cut-
off in tems of site value, as value
is a much better indicator than
area of the economic potential
of the land, and the loss of pro-
ductive capacity resulting from
its continuing lack of use.

Vacant land is, hewever, only
one aspect of a larger problem,
but the authors’ suggestion of a
tax on vacantland indicates that
they may not be altogether
aware of this. Vacant sites stand
at one end of a spectrum which
includes under-used land and
vacant and under-used pre-
mises; the boarded up shops at
present lining so many of
Britain’s high streets are pro-
bably of greater significance for
the economy than the acres of
dereliction on; .the wurban
fringe. -

Thus, a tax on vacant land
would only deal with part of the
problem, and, moreover, it
would be subject 1o legal argu-
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menis over delinition, since
vacant sites could easily be put
inte low-grade use to enable
owners to avoid the lax.

What we are really dealing
with here is the chronic slug-
gishness of the property market
as a whole. If ‘one believes that
the market is the most efficient
mechanism for the allocation of
resources, theu it is vital that the
property market should be sen-
sitive to variations in supply and
demand. |

It is evident that the land
market does 1npt function in the
same way as other markets, with
surplus supplics causing prices
to fall to market-clearing levels,
and high prices calling for in-
creases in supply.

What happens in reality is
precisely the | opposite; when
demand is slack, land is held off
the market in the hope of in-
creased demand, and when
prices are riging, there is a
sctamble to get on the band-
wagon, and price rises accel-
erate. Large vacant sites are only
the most obvious examples of
this g.mmwmoﬁww in the market
mechanism, |

THIS gwwﬁwm‘m breakdown

has been liitle recognised by
economists and politicians, al-
though lhere| are signs of a
change. Vanessa Houlder, writ-
ing in the Financial Times on
August 9 1991, reported the
views expressed by Mike Rud-
dell, in charge of property at
Boots, the UK chain of
chemists.

Attacking the system of 25-
year leases with upwards-only
rent reviews, Ruddell points out
thai these take little account of
{rading profitability, and he pro-
poses a shift in the landlord/
tenant relatiofiship, suggesting
that it should more closely
resemble the supplier/cusiomer
relationship that is prevaleat
glsewhere in  the retailing
industry. _

“Retailers: ' and  suppliers
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should have a co-operative rel-
ationship, with give and take on
both sides, even to the point
where contracts are set aside if
one party encounters difficulties
there is no real incentive for the
landiord to do anything”, he
says, alluding to an empty ware-
house for which the rent has just
doubled even though it has been
empty for five years.

“I think the upward only
review is every unfortunate. It
avoids bringing down property
to clearing price” - a highly per-
tinent remark in view of the very
high commercial vacancy rates
which have prevailed through-
out 1991; there are almost 13
million sqguare feet of unoc-
cupied offices in the City of Lon-
don, almost 18% of the total,
according to Debenham Tewson
Research.

The recession

The theme cropped up again
in the Financial Times on
August 13. Chris Batchelor gave
an account of protests against
rent rigses in the fashionable
Covent Garden shopping dis-
trict in Central London. He
observed: “The recession, the
eifect of the Gulf War on tour-
ism and sharply higher business
rates have all affected John
shuttleworth’s Covent Garden
restaurant.

“In addition to these pro-
blems, Shuttleworth’s landlord,
Prudential Assurance, has pro-
posed increasing his annual rent
from £45,000 to £210,000 --a
more than four-fold rise. Nor is
the Pru alone in attempting to
jack up reats, despite the pro-
liferation of To Let signs now
sprouting in central London
and many other cities.

“linagine the effect that will
have on my business,” says
Shuttleworth. “I can’t put my
prices up by that amount.” He
hias spent the past 14 months try-
ing to negotiate a lower increase.
The Prudential responds that it
18 merely secking a fair rent

based on what its advisers say
are comparable properties.

Shuttleworth believes his di-
lemmga 1§ the result of what
many tenants and even some
property professionals see as
Britain’s outdated system of
commercial property leases.

“The system is grossly unfair,”
comments Sydney Burnstein,
who owns several fashion shops
in another high-class central
London shopping parade,
South Molton Street. “It leads to
a bad mix of shops. leases are
totally weighted on the side of
the landlord.”

Among the causes of com-
plaint are:

¢ Unrealistic expectations as
landlords base leases on rents
set at the height of the book and
do not take account of the subse-
quent recession;

¢ Confidentiality clauses
which prevent the dissemina
tion of market information
which might bring a downward
pressure on rents;

o Upwards only
clauses;

® Onerous assignment claus-
es; and

® An arbitration  system
which smaller tenants believe is
weighted against them.

Legislating against some of
these practices would, to some
extent, help to even up the
bargaining position of tenants,
but the solution really lies in
imposing, through the tax sys-
tem, a substantial holding cost
on land regardless of whether it
was developed or in use, or not.
Were such a tax in place, land-
lords could no longer risk
squeezing their tenants to the
point where they were left with
vacant premises on their
hands.

‘The property market would
then be subject to the normal
market mechanism, with supply
and demand in balance and
rents maintaining themselves at
around market-clearing levels.

revision
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FITZWILLIAM, founded in
1966, combines the outward
elegance of the old-style Cam-
bridge college architecture with
all the interior amenities taken
for granted these days by mod-
erately well-off people commit-
ted above all to what they con-
sider to be a high standard of
living.

The food was good; and the
service provided extended as far
as daily bedmaking, daily clean-
ing of the study/bedrooms, and
regular replenishing of the sup-
ply of materials for the early
morning cup of tea.

Generally speaking, it would
be hard to object to any of this;
but, in the particular cir-
cumstances of a conference de-
voted to the Catholic Church’s
ideas on what should be done
about European and world-wide
poverty, as they are set out in
seven papal “social” encyclicals,
namely Rerum Novarum (1891),
Quadragesimo Anno (1931), Mater
et Magistra (1961), Populorum
Progressio (1966), Laborem Exer-
cens (1971),  Sollicitudo Rei
Socialis (1987) and Centesinus
Annus (1991), a little more of the

o CONFERENCES of religious

bodies are essentially comfortable
affairs, DAVID REDFEARN found
the one held in July at Fitzwilliam
College, Cambridge,  subject
‘Rerum Novarum, 1891-19971 -
Four Revolutions: An Unfinished

Agenda, was no exception.

hair shirt would perhaps have
given extra encouragement to
serious consideration of a radi-
cal remedy.

Instead, there was a reliance
on traditional appeals to
altruism, and the recitation of
abstractions that are
prehensible only to a select
few.

THESE last were of fairly regu-

lar occurrence; and I was not the
only one to find them a little
puzzling. Itis not casy, for exam-
ple, to see how the problem of
poverty, an essentially practical
one that admits of a practical
solution, can be sclved in such

terms as: “The positivist epis-
temology of transcendental
ontology and precognitive

phenomenology are cognitively-
marginal to the temporality of
determinate judgment and the
ineffable ulterity of an incom-

com- -

» From page 85

scheme, on theoretical grounds;
in fact, they acknowledge that a
tax on the economic rent of land
is the most efficient of all
taxes.

But that Single Tax also
accords with the general desire
to view nature as a common
heritage: in other words, it is an
efficient fiscal policy with an
ethical foundation. Implement
it, argued Henry George, and
watch poverty evaporate before
your eyes, as idle hands are put
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to work on land that was kept
idle by proprietors for specula-
tive purposes. -

Whether we turn to the pro-
blem of ethnic conflict.in South
Africa (see page 86), or the need
to create a new social system in
the -former republics of the
USSR (see back page), we find
that land is the central issue.

Socialism and capitalism
underplay the importance of
land, which is why both social
systems are in a mess today.
Georgism fits the missing pieces
into the jigsaw puzzle.

mensurable language gain.”

It must be admitted, however,
that one of the exponents of
such pnilosophical gems also
produced a criticism of one of
Leo XIIT's arguments in Rerum
Novarum for retaining private
ownership of land, namely that
it enabled the passing on from
fathers to sons of “all that is
needful to enable them hon-
orably to keep themselves from
want and misery in the uncer-
tainties of this mortal life.”

The Pope, he pointed out,
appeared to be unaware that, by
the end of the 19th Century the
household (oikas) was no longer
the normal productive unit.

He himself was evidently un-
aware of Henry George’s more
serious objection concerning
the type of land the Pope must
have been thinking about: “..Jtis
land that will yield an income to
the owner as c%:m.w and therefore
that will permit the owner to
appropriate the products of labor
without doing labor, its profitable-
ness to the individual involving the
robbery of other individuals.””

Contrary to the usual concep-
tion of the om%oﬁo Church as a
monolithic structure (“When
Father says turn, we all turn”),
questionings of received doc-
trine and of official policies were
fairly common, and aroused no
automatic ow@omnhob

It would seem, for example,
that in the United States, to the
disapproval of most of those
present, the question of abortion
- “a horrendous moral evil” it
has been called - arouses more
excitement among the higher-
ranking clergy than does the
question of war, the ultimate
consequence of poverty, and,
one would have thought, the

nou._ncmw_ on page 34 »
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IT HAS LONG been recognized that wealth comes from the
land, In primitive socisties, land was almost slways held in
common. Gradually this common ownership has eroded
into a system of private ownership. This wealth, concen-
trated in the hands of a few people, to the delriment of all
the rest, is the w_@ow cause of poverty. To create a just
soclety it is zmnmwmmé that the values originating In land
swmership be divided among all.

There are two widely recognized methods by which
sommunily-crealed land values can be recovered by
soclety for the benefif of everyone. The first ls gevernment
ownership of land, as proposed by Xarl Marx and others.
The second Is to collect the annual valus of the land, from
the privale owriers, in the form of a land tax. Unforhinately,
neither of thess solutions have gained wide encugh accep-
fance io see them implemenied. And even in socialist
econemies where governments have confiscated land, the
rest of the economic system has been so oul of balance
that these sconomies have done very poorly, in spite of the
common ownership of land.

There Is actually a third method for collecling, for
gociety, the land values which really belong to evervone
and which largely result from the development of the com-
munily infrastructure. The value of land is best determined
on the open market, when a sale takes place. Under the
current system, mww_.m fime a sale {akes plage the seller is
able to pockel not only his original investment plus
whatever improvements ware made to the properly, bu?
also the increased values which originaled In community
investment. This communily created wealth, when poe-
keted by individuals, is an unearned inerement enriching
the iand owner at the expense of everyone else.

WERE sociely to place a tax on the sale of land equal to the
unearned increment (actually the sum of the annual rent
{tax) paymenis that wouid have been due under a land tax
system), 1t would be collecting the values which it had
sreated. Such «m_cmm could then be distributed among
those of us who do not monopelize land.

Land conservancy aclually combines common land
ownership, providing secure use righis to users, and the
tollection of the economic rent for the community. itis a
private method of doing thal which the government is
unwiiling or mnmam_m to do. Land s held in a frusteeship, for
the common good, In such a way that use rights are
guaranieed but the land itsel{ may never be sold. Users pay
to the community an economic rent (lease fee) equal to the
annual value of mﬁm fand. So the conservancy removes land
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e Ecologist JUBAL STUCK! proposes an alterna-
tive strategy for bringing land into communal
ownership - Fair Share Land Conservancy

from private ownership and recovers all of or mast of the
economic rent for the community.

That iy the Ideal. Unfortunately there are some cir-
cumstances which prevent the ideal from belng fully
realized, at least in the short run, and some compromises
are necesary. it is not much different from what is happen-
ing in Pennsylvania. The ideal is to have real estale taxes
on land only, and all other activities and goods, including
improvements, should be tax free. That has not been poss-

ible so the next best thing has been t¢ begin a system of

gradually reducing the taxes on improvements and
increasing the taxes on land. A half a loaf is better than no
loaf at al.

in land conservancies similar situations sometimes
exist. Perhaps some scenarios of how the land conser-
vancy works would clarify. The following scenarios pro-
gress from the most to the least desirable and apply
primarily to land Is use. All or a portion of each property
may be u_momn into a conservation preserve, and the
scenarlos apply to those portions E:_or are n_mmmu:m"mn for
private human use,

The purpose of the conservancy is te: a. Protect land,
both land in use and land in preservation, from ecological
abuse. b. Collect community created laind values, for the
community, while at the same time providing secure
tenure for users.

Community created land vaiues can be caleulated and
quantified. We can define communily created values as
those monetary values which accrue to any particular
place of land, over a period of time, from societal and com-
mivnity action, and not from the individual e#ort and
investment of the user. We can use a formula such as: A-
B{K)=C. .

If A is the current fair market value of the land, and B is
the fair market vaiue of the land at a previous time (the
base period), and K is the adjustimensi, inflation, factor to
express the formula in constant dollars, and if all improve-
merniis on the land are excluded, then € becomes the com-
munity created value. If a piece of land was valued at
$10,000 in the base period and inflation was at the rate of
4% per year for 10 years then B(K) would equal $14,000,
which would represent the users equity in the land, if the
user had indeed Invested $10,800 in thai piece of land. if
the fafr market value of the land ai the end of the period

Continued on page 95 »
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most horrendous moral evil fac-
ing the world today.

Iwould have liked to point out
that abortion is an issue that
affects individuals only, and
may therefore be condemned
with impunity, but that powerful
corporations have interests
bound up with war. My waving
arm, however failed to attract
the attention of the chair.

AS A RULE, wherever the rich
and powerful are involved, the
church’s - “guidelines” offer a
convenient method of steering
between the Scylla of state
authority and the Charybdis of
popular unrest. Churchmen, itis
laid down, should distinguish
carefully between principle and
policy, and avoid becoming
invelved in day-to-day events.
This does not always happen.

One speaker reported an inci-
dent in the Philippines when a
priest broke the secrecy of the
confessional to warn the army of
a peasant revolt in preparation.
How could the peasants trust the
church after that?

On the other hand, as I was
able to tell the speaker and the
audience, there was the story
related by the Bishop of Shrews-
bury? of the priest in the Philip-
pines who ended up in prison
after a deputation of peasants
had stimulated him, by asking
him how the Church proposed
to carry out its policy of media-
tion by building a bridge, start-
ing from the middle, between
themselves, living on a bare sub-
sistence, and the landlords, liv-
ing luxuriously on .the re-
mainder of their produce.

Discontent with the church’s
attitude was expressed also, in
the very strongest terms, by a
speaker from Sri Lanka, who
deplored its acceptance of native

peoples’ deprivation of rights to
the land in the country where
they had béen born.

But, on the whole, the con-
ference participants seemed
satisfied with ifts advice that
those with the whip hand should
exercise forbearance, and con-
sider the interests of those less
fortunate than themselves.

Such unrealistic optimism
was no doubt made less access-
ible to reason by a continuing
failure, dating, so far as the
Catholic Church is concerned
from Rerum Novarum, to dis-
tribute the term “property” bet-
ween “land” and “wealth”. The
majority of those present, in fail-
ing to see this distinction, would
not have been able to make even
the first step towards an under-
standing of the origins of
poverty.

There were, however, notable
exceptions, such as an
American academic who pro-
vided us with a detailed analysis
of Henry George’s criticisms of
Rerum Novarum, an Anglican
chaplain of another Cambridge
college who revealed that he had
long had an interest in George's
proposition of the single tax on
the value of land, and an elderly
Italian Jesunit who said that what
needed consideration above all
was the inequality of rights to
natural resources.

His gratitude to me after [
reinforced his statement by
quoting Henry George’s anal-
ogy of a theatre where a minority
had appropriated all the seats,
made it seem likely that his opi-
nion had not found much fa-
vour hitherto.

It is to be hoped that the next
conflerence of this type will
devote more time to the question
of unequal rights to land; for this
one, running in triplicate to ena-

REFERENCES

1. Heniy George. The Condition of Labour {1881), page 46, in Henry George, The Land
Question, Ftc, New York: Robert Schalkenbach Foundation, 1841. 2. Rt. Rev, John D.
Davigs, “God's laws, Land - And The Creation of Wealth” in Land & Liberty, March/April.
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ble 58 papers to be presented
within three days. could hardly
be expected to come to any prac-
tical conclusion.

When it is considered that the
scope of the papers ranged from
Thomistic social philosophy
through theology and social
science w economics and the

contemporary  world,  this
impression is strongly con-
firmed. ”

NEVERTHELESS, there was
one moment of unexpected re-
velation. An English speaker
had referred in passing to Lec
XIIT's having been helped in the
writing of his encyclical by a
group of “Counts and Barons”.
This was one of the times when 1
failed to get in a guestion, but,
on a subsequent occasion I
asked him whether | had heard
him correctly. “Yes”, he said, “in
fact, they wrote it”. “Does this
not,” I resumed, “help to explain
the encyclical’s advocacy of the
private ownership of land?” He
replied "It certainly does”.

He then went on to explain
that the whole question was tied
up with the “Risorgimento,” or
unification of Italy in the 19th
century. At the time of the writ-
ing of Rerum Novarum, ail hope
of regaining the Papal States,
and of re-establishing the Pope
as a temporal prince and rent
receiver had not been aban-
doned. In fact, the last remnants
of the Papa! court were not dis-
persed until the 1980s.. ‘

When I asked my informant
where if anywhere, all this was
recorded, he replied that this
was not the kind of history that
historians write. He had learnec
it in Italy by word of mouth.

Did Henry George have any
inkling of it when he wrote The
Condition of Labour? Probably
not; but it adds another dimen-
sion to our thought on the sub-
ject of papal pronouncements
on questions concerning social
justice.
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NEWSPAPER . editor
Richare Noves has been
appointed a member of
New Hampshire’s Eco-
nomic Davelopment
Committes, | |

BNaow Hampshire,
which in the 1980s
boasted one of the fas-
test growing econornies
i the union, is now suf-
fering from ohe of the
worst banking crises in
its history.

in  Richard, Noyes’
view, the reason is a
simple one: the state

JYES GIVEN THE CHANCE TO ADVANCE

lation during the boom
years.

Governor Judd Gregyg
has decided to re-
examine economic pol-
icies, in a bid to find
solutions 1o the crisis,
and has asked Noyes to
offer his insights,

Noves is the editor of
Now The Synthesis:
Capitalism, Socialism
And The New Social
Contract,* which offers
a Georgist critique of
current economic paol-
icies.

failed to ievy a high tax
on the rental value of
land ~— a failure which
encouraged land specu-

*Published in the US by
Holmes & Meier, and avail-

shops price $29.95.

able through all good book- o Richard Noyes

INFLUENCE OF LVT
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ware §17,000, then the community created value {exclud-
ing alf improvements) would be $3,000.

In the land conservancy, the users of the land would pay
ali taxes, 2 small adminisiration fee to the conservancy and
when use righis change hands they would pay C, the com-
munity created values io the conservancy as represenia-
tive of the community.

SCENARIO I: LAND IS DONATED 70O THE
CONSERVANCY

£, Both land and Improvements are donated, without
any strings altached. Donor will not remain on the pro-
perty, and has no particular agenda for how the land Is to
be used. 1. The conservancy negotiates a long term lease
for the payment of an annual economie rent on the land,
with @ user or a group of users. Users pay taxes, annuai rent
and an adminisiration fee. 2. The improvemenis are sold to
the users. “ _ .

B. Land only Is donated, withouw! sirings attached. 1.
$ame as above. 2. Not applicable.

C. Land Is agm;mmu but with strings atiached. Might
include a fife estate for donor and/or for donors’ family, or
specific EaESEJEm for how the land is to be used, and
may include the donor or donors family or associates using
the land, with nominal or no lease fees, 1. In this scenario,
economic rent is not collected in the short run, but the cons
servancy gets an administration fee and most importanily

ihe land has been set free of the private ownership system,

=0 that in the Emmqw economic rent may be collected from
future users. .

D. Land (or iand and improvemenis) is donated, but
donor's do not mmm_“no_smozmw_m with both freeing the lang
from the privale ownership system and paying an annual
economic rentd, in addition. 1. A partial equily lease can be

¢ In the last issuc of Land & Liberty we reviewed
Some Lives! 3 David Widgery. The book is
published by Sinclair-Stevenson, London,
£1595.
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arranged, whereby the donor refains an equily in the land,
but gives to the conservancy ali future community created
tand values. This is compromise but is sometimes noces-
sary. In the long run the unearned increment Is col-
lected.

SCENARIC If - LAND THAT IS BEING PURCHASED i8
DONATED, BUT HELP iN FINANCING IS REQUIRED

A. Mr X approaches the conservancy to propose placing
the land they wish to purchase into the conservancy, but
they need help with financing the purchase, 1. A lease is
negoliated, similar to those in Scenario | above, but it may
also Include a loan. 2. Either annual economic rent or
coliection of the unearnad increment at the time of lransfer
of use rights, Is included in the lease.

B. There may be many umqacwm:gm of this scenario,
similar {o Scenario | above.

SCENARIO lli - LAND 18 PURCHASED FCOR THE
CONBERVANCY .

A. There are many cpportunities to buy land, if the con-
servancy has the funds to do so. In general this is someth-
ing we seek {o zvoid. However, there may be some
opportunities for the conservancy to obiain land for the
trust in a developmential manner, in such a way that it both
accomplishes the goals of the conservancy and provides
subsianilal income. Here are a couple of possibilities.

1. The conservancy buys the developmeni rights only, 2.
The conservancy purchases a plece of properly, sub-
gdivides and leases the lots on a pariial equity lease,
thereby. recovering the investment, placing the property

inte common ownership, and collecting the unearned

increment ever time the use righis change hands. 3. The
conservancy may alse be able to work with municipalities
on some similar basis, {0 place underused or abandoned
properties Into use, thus increasing the tax base, and stilf
meeting the objectives of the conservancy.

Fair Share Land Conservancy” Is a national membership
organization that would faciliiate, educate, organize and
actively engage In acquiring land for local and regional
conservancies.

*3030 Sleepy Hollow Road, Falls Church, VA 22042,
USA,
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WRANGLING over the distribution of nower has taken the
former Soviet republics to the abyes, wrifes Pefer Pools.

This warning came from Presideni Gorhachev on Mov,
10, Af the heart of the orisis s controversy over whather to
take united action on policies such as those covering
banking, financial policy and taxation.

Hiuminating the friction in the debating chambers was
the reaction to Land and Liberty's proposal that the post-
socialist societiss ought to institule 3 heavy fax on the
annual rentsl value of land.

This recelved close attention at the Genlral Institute for
Town Planning in Moscow, and the sulcome Is revealed by
a senior research fellow, Professor Yurl Bocharov,

He has stuclied the economic theories of Hamwry (George,
whe proposed that seclaliy-necessery eupenditure should
be financed by a single tax — on the community-created
renial value of land (LVT).

“Menry George is 8 prophel”; said Prof. Bocharoy, “but
we must combine his ideas with other ideas. Imploment It
[LVT], of course, where possible, butstep by step. Hmav be
betterior Estonia to adopt it, hut In some areas [t would not
be possible, How do you explain it to a people with 200
languages?” -

The idea that the USSR could wm the first country In the
world {0 Introduce 2 full-Rlown Single Tax programme
frighiense Prol Bocharov's colisagues. They hadd read
Land and Liberty editor Fred Harrison's chapter on the
subject In & new book.*

The plan, reportc Prof. Bocharay, “is too simplified, itis
a good idea, but the tax system must be changed step by
siep. We have heard simple ideas many times, and they are
dangerous. The stale shways decelvad the peopie, 50 now
they are suspicious of parliamentary decress”,

In the pasi, sald Prof, Bocharoy, kdeas wers instiuted by

et
® %am Bacharoy
force. “Lenin used an armoured car, and Yolisin used 2
tank, o my colleagues sald, ‘Give Fred & tank’”

Responding o mgm?w@@ﬁw aspivetions, Prol. Bocharoy
— w2 harsh oritle of cormmunism — sald that small,
autonomous regions should be froe fo make decisions
about land lenure and faxation,

tn his view, the break-up of the empire may produce ug
te 60 awlonomous states. “One day, they will return to some
kingd of fres faderation; but right now, they want to reslore
thelr swliure by any means disregarding sconomics. They
will be happy oo bread and polatoss.”

1t was vital for polioy advisors from the ﬁmﬁ to realise
that the empire includad people who wers silll Yving in the

18th century. “The idsa ol a Single Tax and betler land use
iz good — for the educeted peopla.

"Economle zones will atiract enlerprising people snd
wasiern technology, and be covered by infernational law,
and the flrms con pay o rent the land a5 Memry George
advices them, and they will be confident that i san
WO,

“Bul for now, people 33y, Why pay ey for land, it is free
from Godl”

* Richard Noves (sdlitor) Now The Synthssis: Capitalism,
Saclalism And The New Social Coniract, bLondon:
Shapheard-Wahvyn/New York: Holmas & Maler,
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of interests,

The treatment

tion Dennis Robinson said that
the relevance of Henry George
was now dramatised by the
devolution of political power
and the global process of
urbanisation. These produced
problems which lead “to the
challenge from Henry George:
how do we balance and deal
with the dual challenge of equit-
able social -and economic
development?”

exampie,

property tights were addressed  in owners ho
by lawver Joan Youngman, who
is Resident Senior Fellow of the
Imstitute. She noted that it was

Henry George who highlighted

characterised by a

ne of them said thay,
if we were starting from scratch from around the world. The
in the Third World, Henry
George’s Single Tax — in which
the Mcm? of government revenue
would be derived from the rental
value of land
appropriate: butthat was nolthe
case. Thailand was his example,
where the absence of a tax on
vacant sites resulted — after the
PROBLEMS associated with  land boom had turned to bust —  is

lding on to emap el
sites for up to five vears, can expect frtute congresses 1o
ggested that an

- would be

He then $u
appropriate property tax would
reduce the price

Em mmoﬂ that property was  the supply of land. No-one poin-

nyultipticity

ted out 1o him thar tihis was pre-
& sely what the Greorgist tax on the
of Henry  aunual rewial value of land
Omowmw by some of the pro-  would achieve!

fessionals was confusing. For The congress was exciting for

the wealth of data that poured in
scholars continue to limit their
exploTAMOns 10 eCoOnomic issues!
they have not vet absorbed the
comprehensive vision of Heary
George, who saw thatland mon-
opoly corroded every cormer of
eulture.

Nevertheless, thanks 1o Line
coln's decision to focus some of

research on _uxa insights
ucidated by Henry Gearge, we

ﬁﬁ@oﬁ% a wider spoctrum of
social problems, those that flow
from r@.‘mmm?momam syefems of
land tenure and rﬁmﬁem

]

and increass




