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THE BEST revolutions are the
quietones. The ones thatarenot
controversial, because they are
correct; and are smoothlyimple-
mented, because no-one was
coerced. Land & Liberty accepts
the need for evolutionary
change. Butwe mustunderstand
that the policies we advocate are
revolutionary in character.

There is no reason to fear
that revolution. For the transfor-
mation in the character of soci-
ety that flows from what is called
the Georgist philosophy would
be determined by two constraints
that are not negotiable: respect
for the liberty of the individual
and for the democratic process.
Without that respect, it will not
be possible to resolve the cur-
rent social conflicts and achieve
consensus in the community.

Thevaluesthatunderpin the
Georgist prospectus are consist-
ent with the traditions of nearly
all the world religions and phi-
losophies. The problem is that,
in actuality, society is not gov-
erned by those values.

Our concept of revolution is
conservative in character. It is
achieved by osmosis rather than
violence. Even so, the vision of
the Georgist society will disturb
people who think they will lose,
But if sanity is to prevail, the

changeswill occur; we must have
faith in reason.

The miniscule practical ex-
pressions of The Good Society -
asrecognisablein Georgistterms
- have surfaced over the past
century. Theyhave not, howaver,
been associated with a vigorous
publicexposition of the Georgist
philosophy along the lines that
would herald a systemic change.

Reform of publicfinance-by
socialising therentofland-isthe
unique contribution to political
ideology offered by the Georglst
philosophy. Opponents of this
philosophy have succeeded,
however, by the simple device of
dictating the terms of debate,
Georgistsfellinto the trap, whic
is why they have failed to trans-
formthe smallscale experiments
into socially significant changes
in society.

Reason suggests thar, out of
sheer necessity, the right revolu-
tion will come one day. But can
we afford to sit back and wait?
Too many exponents of the
Georgist ideology have chosen
the route of inertia, these past
50 years. Land & Liberty hopes
that the vision of Henry George
willbe morevigorouslypromoted
over the next couple of decades,
which may be all the time we
have before another Dark Age.

LAND & LIBERTY
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FOR scdial reformers who believe in
the primacy of tax-and-tenure
changes, the political significance of
the global environmental movement
must ot be underestimated. Ecologi-
cal awareness has compelled people
to think about land - broadly deflned
by classical econoinists to include all
the rescurces of nature.
Paradoxically - with a few excep-
tions-environment campaignershave
failed 1o fucus on the significance of
tesyurial laws and wx polices, Over the
next few years, however, the ideolugi-
cal debate about property rights may
surface via a new route.
Theglobalisation of the economy
willintensify the despair of an increas-
ng number of people, and the easy
access to arms will muliiply the local
msurgencies. To contain these con-
flicts, the peace-keeping powers will
be increasingly confronted by the
institutional causes of discontent.
Haiii s a case in point. The US
government is the peace keeper now
that the authoritarian rufers have been
ousted, But ihis has not satsfied the
peasants, who want to reclaimm their
land. And that has placed US wroops
in the middle of an ideological dis-
pute which creaies problems for of-
ficial policy in Washington.
Landreformisseenby the Avistide
administsation as the cornersione of
the swalegy to raise living standards,
But the US, while wanting peace on
the island, is uncomforiable with the
sight of peasants attacking landlords.
Haidans are particularly worried by
the rightward shiftin policy in Wash-
ington, where Republicans now con-
trof Capitol Hili.

THE SUCCESS of the communists in
the Nepal elections dramatises what
could now happen on an increasing
scale. As one of the ten poorest coun-
tries in the world (annual per capita

LAND & LIBERTY

income: £112), Nepal needs drastic
action if the welfare of the citizens is

to be improved.

Amandate forreformwashanded
to the Unified MarvistLeninist (UML)
cominunist party in the November
elections, who have declared a deter-
mination to reform land cwnership.
The ceiling on holdings is to be low-
ered, with compensation promised for
ownerswhoare depiived of theirland,

But this model - based on the
redisiribution of land - is one that has
failed in those Third World countries
that have wied it. The political will to
experiment with new approaches is
absent, because at the heart of the
problem is the issue of who is to hold
power. As Solon Barraciough (retired
director of the UN Research Institute
for Sociai Development put it:

"Land reform necessavily implies
a change in power relations in favor
of those who physically work the Jand
at the expense of those who tradidon-
ally accumulatle the wealth derived
from it."™*

Rural uprisings have peppered
the history of the Third World
throughoutthis century, butno coun-
try has succeeded in developing a
formula for bringing prosperity for
everyone. "Such conflicts had been
endeinic in the past but rather easily
repressed or resclved by ruling oligar
chies withi the support of the state,"
notes Barraclough, who adds,

"..land reforms evolve according
to complex political dynamics that
are to a large cxtent unique for each
time and place, Generalizations can
be made, but they are necessarily so
abstract that at best they only provide
working hypotiieses about some of
the processes, social actors and insti-
tutions that should be examined in
any particular situation. This may not
be helpiul for anyone seeking general
‘laws of motion' governing social

NOVEMBER/DECEMBER 1994

change, but the real world is a messy
place." 4

In fact, if you know what you are
locking for - the fundamental source
of the conflict-the picture is not quite
so confusing; and nor are the prac-
tical soluticns beyond definition.

THE landowning elites fight hard to
obstruct those reforms that would
actually succeed,

Solon Barraclough, who has trav-
elled extensively in the poor coun-
tries, acknowledges that "The need
for massive and profound land re-
form remains throughout much of
Latin America," but he adds:

"It is often as difficult politically
to bring about improvements in rural
services,working conditions, human
rights, collective bargaining and pro-
gressive tax reforms as it is to redis-
tribute rights to land".

There we have it. He reflects the
general view that economicand social
developinentisamany-stranded proc-
ess, rather than a single evolutionary
strategy that would emerge from the
grassroots - if the correct conditions
forliberation were introduced. Yethe
admits that the present approach is
flawed, for he notes: "There is little
space in the neoliberal paradigm for
popularly based development strate-
gies promoted by states that are ac-
countable to their peoples. So pros-
pects for land reform look bleak.."

Sowe find that the ultimate prob-
lem is an ideological one. If the so-
called peace-keeping nations are to
ease the burden on the poor -and on
their own taxpayers, who fund the
military.

* Solon L. Barraclough, "The Legacy
of Latin American Land Reform",
NACLA Report on the Americas, Nov/
Dec 1994, p.17.
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THE ECONOMY used to be local; then regional. Now it
is global. The economy used to be the means for putting
food on the table:; then the production of commercial
gocds. Now its defining characteristic appears to be a
system: to accommodate the politics of social destruction.

I'am not talking about the environmentalists' com-
plaint, that the industrial mode of production causes
havoc with nature. Under present arrangements, it does.
But there is an additional dimension that now poses the
most serious threat to our civilisation: the arms trade.

Somewhere in the past the prednction of wealth was
abandoned in favour of the production of destruction.
A mprjor slice of our productive capacity is now geared
to the manufacture of weapons designed to destroy people
and property. What makes this system so crazy is that
apparently sane politicians ra-

It's the samesstoryin the United States. A cash-atrapped
military sector is searching for new markets. President Rill
Clinton said on November 16 that he would launch an
arms sales drive to support the ailing industry.

Untilnow, Washington insisted on blessing only those
deals that served its foreign policy. No longer. Foreign
arms dealers will be courted in the hope of offsetting the
mpact of the cutback in the Pentagon's procurement
hudget, Military contractors rely on foreign orders for a
fifth of their business.

SO WHAT happened to ethics? There is no need for a
condict hetween ethics and the pursuit of profit. But for
there to be an absence of conflict between these two
depends on the nature of society.

The nature of cur sociaty

tionalise itas necessary for the
purpose of keeping people in
jobs,

THE COLD WAR provided a
kind of ferocious stability:
enemies were too scared to
Strike First, because the weap-

of these conflicts

Since 1945, there have been tweo hundred wars,
in which 22 million people have died. Many of
the 42 million refugees in the world are victims

- Michael Cranna (editor), The True Cost of
Conflict, Eavthscan, 1994

is illustrated by what is now
happening in Britain, for ex-
ample,which has putiogether
a £2 billion deal to sell arms
to Indonesia, a conntry with
anappalling record on human
rights,

Can our ringing of the

ons of mutual destruction
ensured thatno-one won. Now, the eclipse of Soviet power
means that, far from our being able to create a more
humane civilisation, public policy is being driven by the
balkanisation of global society.

The “world powers”, instead of turning to a politics
of decency, are resorting to the stepped-up prodnction
of weapons as a means of bringing “prosperity” to their
citizens. But to achieve this, they have to export an in-
creased volume of weapons to those nations that are so
poor - or torn with internal political centradictions - that
the prospect of bloody war offers relief,

Britain, for example, as the world’s second largest
suppliers of arms, measures its policies not in terms of
ethics, but in pragmatic terms: 500,000 people are en-
gaged in manufacturing weapons. The Major government
-ata loss over economic policy - is stepping up its support
for the production of sophisticated methods of killing
people, because it does not know how to shift society in
the direction of prosperity with peace.

The latest Defence White Paper offers this rationali-
sation: “Defence exports canreduce the costof equipment
bylengthening productionrunsand spreading overheads,
They also help to maintain a competitive, high-technol-
ogy, defence industrial and research and development
base.” .

PAGE 4
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alarm bells be dismissed as
millenial nonsense? Are we heading for a perind of in-
creased territorial conflict, as nations abandon the politins
of consensus and substitute the threat of violence against
their own populations? Will governments abandon diplo-
macy and use violence as the “cost-effective” way of dealing
with cross-border issues?

I think not. Look at the problems posed by Russia.
Thatgiant of a country is suffering, and the pressures are
building up to an ugly conflict, Ordinary Bussian folk feel
betrayed, They have lost their dignity: who wouldn't, feel
let down, when the social system is so abruntly abandoned
as whaolly wrong? They could have expected sympathetic
support from their erstwhile “enemies”™ Instead, they now
see that the West is nsing them for experiments in “shock
therapy”, and to separate them from their relatives in
neighbouring lands. So now we sce the rise of a dangerous
nationalism

On top of that, there is no end in sight to the collapse
of industria! output. So policy is shifting in favonr of an
increasing dependence on the militaryindnstrial com-
plex for jobs through the export of weapons,

Put all this together, and we have the complete
abandonment of ethics from global politics. Might is right,
and we know where that, in the past, has led the world

HENG
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** THE LAND & LIBERTY ESSAY <«

by Ronald Banks

Ronald Banks is working with officials in Syktyvkar, capital of

resource-rich Komi - the \m@rwm
spillage - to change the lux systen
from the republic to implement the

m&@@. devasiated by a massive oil
1. The Mayor has secured permission
reform. In this essay, Mr. Banks

outlines the case for mga&ncixﬁw the Russian economy.

URPROPOSALS would lead
to the reduction and even-
tual abolition of taxation and
the collection of the rent of land for
the purposes of public revenue.
The economitc basis underlying
these proposals s described in the
ecolwmic literature of the great clas-
sical econumists in the 18th, 19thand
20th certuries. It was recently en-
dorsed by 30 economists, including
three Nobel Prize winners, in a letter
to the Russian president in 1992,
Russia already has empirical evi-
dence of theharm thatheavy taxation
does to the economy. In the West,
economists have analysed the effects
of taxation and their conclusions
maich the empirical evidence of
Russia. One economist concluded
that when taxation exceeded 25% o
the nation's product, inflation neces-
sarily followed, increasing shaiply as
the percentage rose well above 25%.
In addition to belnyg one of the
prime causes of inflation, taxation's
main effect is to Impede production.
The wxation of profits, Incomes and
spending depresses economic activ-
ity, penalises private enterprise and
impoverishes the population. The
poverly which results then requires
gireater publicexpenditureand, there-
forg, higher taxes, which resultinmore
poverty. This vidous circle can be
seent in most Western economies at

the present time.
TAXATICN distoris tt Jmmmmmqﬁﬂ but
specific taxes have o n :cific conse-
quences. Payrolliaxes and other taxes
on incomes increase ur ?mm&c yment.
Investinent in capital is adversely af-
fected by profits taxes, while con-
sumption, and therefore production,
is harined by spending taxes such as
VAT.

Butalthos L%F. taxaticnisharmiu
ﬁcwrm revenue is necessary o pay mnx
the infrastructure within the economy
and for the protection and social
requirements of citizens. And yet,
among most economists and politi-
cians in the West, there is o per-
ceived alternative (o taxation as the
basis for public revenue, despile the
recoguition that there exists a par-
ticular factor which could provide
public revenue without ecoiiomic
distostions.

This factor is varivusly labeiled
as land, location or site. Its Impor-
tance @@3(@ from it value or rent.
Inamarket-based economy, tentrep-
resents %e payrent people are pre-
pared {0 make o enjoy the benelits
of occupying, exclusively and se-
curely, a particular focation, the ben-
efits of which would include public
services, trading position and prox-
iraity to population.

e A letter to the Presi

ent of

Russia from 30 econcmists makes it
clear that the flow of income from
rent should not be allowed to be ap-
propriated by the private sector but,
instead, should be retained as public
revenuet

* One Nobel-wining economist,
Professor Milton Friedman, states: 'In
my opinion, the least bad tax is the
property tax onthe unimproved value
of land, the Henry George argument
of many, many years ago.’

* Professor Martin Feldstein, eco-
nomic adviser to President Reagan,
also agrees: ‘One of the reasons that
economisis havelong been interested
inthe taxon purerental income is that
it is a tax without excess burden.
Because the owners of land cannot
alter the supply of land, the tax in-
duces no distorticns and therefore no
welfare loss.

» Professor Bela Belassa of the
World Barkurged Red Chinatoadopt
a tax on land values as a necessary
part of its new economic strategy.

The 18th century econoimnist,
Adam Smith, said it very clearly:
‘Land is peculiarly suitable for taxa-
tion, since such a tax falls on an
economic surplus and cannot be

* See Richard Noyes, Now the Syithe-
sis, London: Shepheard-Waiwyn,
1991.
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+ THE LAND & LIBERTY ESSAY <

passed on to consumers in the price
of goods.’

In the 20th century economic
thoughtdivided into two schools. The
‘demand side’ school emphasised full
employment. The‘supply side”school
emphasised monetary targetsand the
need to curb inflation. Each school
was looking at one side of the coin
only and economic policy alternated
between them, with the result that
westernt economies did not achieve
the level of success possible.

THE CAUSE of error in much eco-
nomic policy-making stems from the
confused definition of taxation.

Western Governments use taxa-
tion as the main source of public
revenue, a system which is based on
taxing private endeavour. Whether
income tax, salestaxes, social security
taxes, profits or payroll taxes - they
all fall on private enterprise and act
as disincentives in the economy. In
addition, the payment of taxes bears
no relationship to the benefits re-
ceived. They are an indiscriminate
charge on private endeavour.

The payment of rent, on the other
hand, is a payment which reflects,
precisely, the benefits received. Tt is
a contradiction to speak of rent and
taxation in the same terms. In the
quotations above, it is important to
keep in mind their approval of rent
as the source of public reveue, but
dismise from the mind their use of the
term “tax’.

Rent arises from public value,
which itself arises from the growth of
communities; their congregation
around chosen locations; improve-
ments in the arts, sciences, technol-
ogy, and methods of production;
economic growth and the provision
of public services including roads,
lighting, parks, bridges, water provi-
sion and sewerage, law and order,
health and social services.

Location values are public val-
ues. Not everyone can occupy the
best locations, but everyone can ben-
efit equally from this public value.
Renta! payments should provide the
revenue required for public expendi-
ture and, in this way, every citizen

shares in the value of all locations,
including the very best ones, and
every citizen paying rent receives a
benefit equal to his payment.

UNFORTUNATELY, Western gov-
emments not only use a system of
taxation which penalises private en-
deavour and depresses ecenomic
activity. They also leave land rent
largely inprivatehands, enablingjust
arelatively fow peopletobenefitfrom
increases in public value. The gains
for these few are 5o vast that the land
market, and the financial mechanisms
which complement it, is one of the
largest sectors of the economy in the
West.

Economically, the weaknesses in
this system - the depression of eco-
nomic activity - are compounded by
an inordinate interest in the land
market. This leads to speculation, a
wide-ranging banking structure to
support and finance the speculation,
and the creation of ‘boom and stump”
conditions onaregular basis. Empiri-
cally, countries such as the United
Kingdom, theU.S.A.and Japan, where
land speculation is greatest, experi-
ence the worst of these ‘booms and
slumps’. To these countries can now
be added China, whose southern
regionisexperiencingoneof the worst
land market cycles in the world.

The Crganisation for Economic
Co-operation and Development
(OECD) studied the impact of the
land market and listed the problems
that stem from the West's system of
property rights and taxation, This list
is given in Urbarn Land Markets: Poli-
cies for the 1990s (Paris, CECD, 1992,
p.15):

"Excessively high and risingland
prices are a significant concemn for
most of the OECD countries. They
often occur in marksts which have
overheated concomitantly with eco-
nomic success. Some of the criticisms
levelled against very high land prices
are the following: they impede the
purchase of land for needed public
purposes, especially infrastructure;
they encourage urban sprawl in pe-
ripheral land where prices are lower;
they lead to overly extensive use of

TAX REFORM

land, resulting in negative environ-
mental impacts; they induce
monostructures of highrise central
officebuildings which crowd outresi-
dential and other land uses more
sensitive to high prices; they have
negative distributional effects by in-
creasing the price of housing; and
finally, they contribute to speculation
and hoarding and de-stabilise land
markets.”

The’cure’ for these conditions by
Western governments is extremely
painful for the people. During the
heightof the ‘boom’, inflation usually
gets out of hand and high interest
rates are imposed to ‘squeeze’ the
inflation out of the system. This then
leads to lower economiic activity and
higher unemployment. During the
‘slump’ which follows, revenue from
taxation is lower, leading to a rise in
taxation ar cuts in public services (or
a combination of both)., This causes
a deterioration in the capacity of
society to meet the needs of its most
vulnerable citizens. Despite the
‘booms and slumps’, the value of fand,
over as shorta period as ten to twelve
years, rises inexorably, the benefits
largely accruing to the private sector,

RUSSIA has a clear choice, The ‘land’
phenomenon can be either a de-sta-
bilising influence on the economy if
rent is placed in the private sector,
producing riches for the few, poverty
for the many. OR, land rent can be
used as the basis for public revenug,
with little or no taxation, and provide
Russia with the opportunity to plan
not just for the short term, but to put
down roots for sustainable growth.

The additional economic conse-
quences of the system of public fi-
nance we are proposing are wide-
ranging.

The most notable of the general
consequences is the change in the
dynamics of the economy. Instead of
the unproductive activity of land
speculation and its financing, effort
is directed towards productive op-
erations. Likewise, finance and in-
vestmentareencouraged to build real
capital and employment, and is not
wasted on unproductive, although

¥
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persorally profitable, land invest-
ment. The economy is revitalised in
a way that encourages the allocation
of land and capital to people who
wish to create jobs and raise the levels
of productivity.

Taxalion in general depresses
economicacivity, buieachindividual
tax has its unique effect. The corollary
is that the reduction or abolition of
a specific tax has its own conse-
QuEences.

The increase of consumption
follows both the reduction of incomie
tax or spending taxes. The real value
of the wages of workers is increased
by the abolition or reduction of both
these taxes. Income tax abolition has
the exira effect of increasing produc-
tivity and enterprise as workers are
able to keep the exira they eam by
working harder, longer or better. In
all, people will have more spending
power which will lead to higher pro-
duttivity as that spending power is
satisfied, largely from the creation of
Huiving small enterprises, which will
belabour intensive, leading to higher
employment. This wili have the
added effect of facilitating redeploy-
ment from inefficient Stale enter-
prises. The dynamics of these tax
reductions alsoinclude the nurturing
of competitionand thelearning of the
disciplines of the market economy.

The abolition of the profits tax
would stiulate the use of withheld
profits into capital invesiment and
research and development. These
areas are vital if Russia s to compete
successfully in world markets.

One of the most pernicious of
taxes is the ‘payroll” tax, which has
a devaslating effect on employment.
This tax can also have a cumulative
effect at every level of manufacture,
distiibution and marketing. This can
havealargeeffecton the selling prices
of goods and result in demands for
higher wages, This type of taxation
has been a major cause of economic
pressures thathave led to unemploy-
mént and spiralling inflation in
Waestern economies.

Since this tax in Russia is used to
create funds for the welfare of the old
and the sick, an alternative would be

to {inance the funds from a renial
charge on the vast natural mineral
woalth of Russia. Professor Dmitry
Lvov of the CEML research insi-
tute inMoscow gstimates thatarenial
charge on natural resources would
create sufficient revenue to take care
of ihe welfare of the sick, old and
unemployed,

THE TAXES mentioned above (in-
come iax, VAT, profits tax and ‘pay-
£oil” tax), all enter into prices. Their
abolition would give Russian export-
ers a price advantage in world mas-
kets, thus encouraging tnward for-
eign inveshment.

But there are some taxes we
would recommend retaining, suchas
those taxes relating to health (for
example, duties on tobacco and alco-
hol). Although revenueis gained from
these taxes, thelrmainfuncionwould
be to limit health risks,

Abolitdon of taxation has one
other advaniage which in present-
day Russla is imporiant. The figures
on which taxation is based are easily
‘massaged’ to maximise tax evasion,
So much can be hidden. On the other
hanid, the collectionof public revenue
from the rent of Jand gives no oppor-
tunity for evasion of rental payments,
Land cannct be hidden. The assess-
ment of the rental values of locations,
if our Code of Principles and Practice
is applied, would be seen by all to be
certain, open, fair and just. Cheating,
bribery anid corruption could notexist.

THERE ARE ¢iher positive economic
advantages to be gained from the
coliection of land rent.

Land use efficiency is a vital in-
gredient in any economy. Full pay-
ment for the rent of land ensures that
the most valuable sites are used by
those enterprises most suited to use
thembest. In putling these propusals
to woik, it is necessary to put land
to good use. At the beginuting, there
should be easy access to land sites
with, perhaps, a low or zero rental
payment at first. This stimulates the
use of land, awakening the economy
as people become self-employed en-
trepreneurs. The use of suchland sites

on these favourable terms, however,
must be accompanied by the recog-
nition that thefull rental value should
be paid after a specific period. With-
out this recogniiion, there is the like-
lihood that private interests in land
will gather hold and a landed class
will develop.

Pollution is another area where
land rent collection has an economic
consequence. Pollution is not just a
health hazard. Ugly industrial build-
ings in the middle of a good residen-
tial or commercial area are notjustan
inconvenience; they destroy public
value. When buildings and enter-
prises are not appropriately located,
notonly does the economy suffer, but
there is massive loss to public rev-
enue. For example, when carrying
out a land valuation in a pleasant
residential area which has an ugly,
polluting industrial site in its midst,
the value of all the residential sites is
assessed lower than it would be
without that industrial site.

This is a problem most Russian
cities will face over thenext few years.
However, the free market, incorpo-
rating the collection of land rent on
an annual basis, can bring about the
pressures which will begin the proc-
ess of solution in a reasonably short
period of time.

Forexample, the pollutingindus-
trial site is valued in the normal way,
taking into account the maximum
permissible development for the site,
the quality of the surrounding area
and adjoining properties, the avail-
ability of publicservices, etc. The land
renial to be charged to the industrial
occupier may be higher than he can
afford. Furthermore - and consistent
with our principles - the site values
of all the adjoining properiies are as-
sessed, both with the industrial site
in place and then without it. The dif-
ference between the two assessments
represents a destruction of public
value, a loss to public revenue, and
should be added to the rental charge
on the industrial site which is causing
that loss. This financial pressure
would encourage the industrial en-
terprise to move to a cheaper, more
appropriate site.
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However, public finance should
be available to help industrial enter-
prises to re-locate. It is probably not
their fault that they are in the wrong
place. The public authority should
offer to help the re-location with
grants or subsidies. Discounts on
rental payments should not be of-
fered; these are not easily quantifi-
able in a fast-growing economy and
they could give rise to profiteering
from land speculation.

These grants or subsidies are not
a complete loss to the community,
because a valuable site has been re-
leased and can be re-developed to its
full petential. This ensures that maxi-
mum publicrevenueis collected from
the occupiers of the development.

ONE FURTHER point needs to be
understood. This is clearly stated in
economic literature but ignored by
Western governments.

~ The size of land rents (in aggre-
gate and for particular sites} is deter-
mined, in part, by thelevel of taxation
on the incomes of labour and capital.
Taxeson theseincomeshave theeffect
of reducing the rent available for col-
lection in the land market. So, high
taxes on profits and wages means
lower rents. The corollary is also true;
the greater the reduction in taxation,
the greater will be the rents that people
would be willing to pay for exclusive
occupation of land sites.

Russia, in reducing taxation and
collecting the rent of land, should
alsoreduce the size of the public sector
by allowing the market to provide
goods and services which, at present,
are provided publicly. The obvious
examples are water, electricity and
the telephone, where people should
be charged on the basis of their use
of these services, which would dis-
courage waste.

FROM THE standpoint of econumic
analysis, where land rent is seen as
deriving from public value, it is clear
that the contributions to public value
come from different aspects of soci-
ety.

The general contributions, such
as growth of communities, growth of

knowledge and trade, etc., are diffi-
culttoquantifv. However, itis impor-
tant to develop an understanding of
the relative importance of the contri-
butions from the different levels of
administration which provide public
services,

The highest level of administra-
tion, the Federal Government, pro-
vides for the naticn’s defence and
safety, law and order, much of social
welfare, and even the national routes
for rail and road. These services con-
tribute to public value and, therefore,
to the rent of land. Financing them
should, therefore, be out of land rent.

Likewise, the regional and local
administrations are responsible for
public services, which should be pro-
vided on the basis of ‘what is best
done locally should be done locally
and what is best done regionally
should be done regionally’. These
services contribute to public value
and should be financed out of the
collection of land rent. The actual
sharing out of the land rent is a task
to be negotiated among the various
levels of administration.

THE ECONOMIC case for Russia is
supported by ethical and social con-
siderations. Our proposals recognise
that land and natural resources are a

gift to humanity and no-one has the
right to dispossess another of their
equal right.  OQur proposals, fully
implemented, would deny the possi-
bility of anyone monopolising land
and natural resources.

As Winston Churchill, the former
British Prime Mindster, once said: ‘It
Is quite true that land monopoly is
not the only monopoly which exists,
butitis by far the greatest of monoyo-
lies - it is a perpetual monopoly, and
it is the mother of all other forms of
monopaly.’

Our proposals accord well with
the concepts of social and natural
justice. They are fair and just! To
achieve optimumeconomic resulis, it
is necessary to resolve the apparent
conflicts between the strengths of the
market economy and the welfare
needs of society. What we propose
for Russia does just that - Russia’s
“thirdway’ between themarketecono-
mies of the West and the command
economy.,

Thebasic economic formula - the
private market for goods and serv-
ices, coupled with individual posses-
sion and use of land, but with social-
ised rent - is the secret to full employ-
ment, prosperity and natural justice.
That ‘secret’ has eluded the West,

The Missing Clause in the Bill of Rights
- Land for the People

21st International Conference
organised by
Den Dansk Henry George Forening
co-sponsored by
International Union for Land Value Taxation and Free Trade

Roskiide, Depmark, July 22-29, 1995

Papers are invited on the theme of “The Missing Clause” in
declarations on human rights - the common right to rent,

Enquiries to:
Den Danske Henry George Forening,
Lyngbyvej 56 A,
2100 Copenhagen 3, Demnnark,
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ECOMNOMICS: BEYOND IDEOLOGY
Land and Tuxation

Nicolaus Tideman (Editor)

London: Shepheard-Walwyn, £12.95

THAT there 1s 2 need for a “new economics” must
now be unconiroveisial. The facis provide ample
demonstration that governments cannol “manage”
the industrial economy. Contrary to the claims in
knock-about popular politics, thatis not- by and large
- the fault of any one Treasury minister at any given
time. The problem is a systemic one. The booms and
stumps of the econoiny cannot be simoothed out on
the basis of current oriliodoxy, for the good reason
that conventional policies reinforce the chaotic
conditons.

What is more, professional economists now con-
cede thal conventional econoniic theory - in the neo-
classical radition that dominates the universites and
business schocls - is one of the sources of contem-
porary probleins.

And yet, running through the thread of econom-
ics s a soclal science over the past 250 years has been
a clear awareness of what it takes to establish a sound
-efficient and fair -system of economics. Prof, Tideman
reviews that tradition, to demonstrate that - despite
the hostility to the ratonal policies - economisis have
time and again affirmed the correctness of the origi-
nal insight of the Physiocrats,

The French economists realised that the rent of
land constituted the correcisource of publicrevenue.
With that policy, pecple would be free to enjoy
meximuin personal liberty within a finely iniegrated
social system. Without that policy, people would be
divided by the rich/poor conflict, and society would
be increasingly crushed by burdensome taxation and
all the other crises that have, indeed, come to pass.

So what are we to do now? Wotliing can be done
uniil the concept of land has been reclaimed for
economics. This service is brillianily execuied by Prof.
Mason Gaffney. Not uni! we retrieve a clear under-
standing of the distinctive qualities of land as a factor
of production can governments define appropriate
policies - as evidenced by the self-defeating policies
adopted by successive postwar Labour governments,
a history reviewed Liere by Vic Blundell, a lifetime
observer of the British political scene.

Once e debiis of neo-classical revisicnism has
been cleared away, we can rebuild economics. One
start is offered by Dir. Fred Foldvary, who christens
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the new approach “geoclassical” economics. He takes
wages as his theme, to demonstrate that the current
pessimism about unemployment is unwarranted. We
can re-create the conditions of jobs for all - with
decent wages - if we restructure public finance.

That economics has been led down a blind alley
by its neo-classical exponents is neatly illustrated by
Nobel Laureate Wassily Leontief, who observed:
“...econometricians fit algebraic functions of all
possible shapes to essentially the same sets of data
without being able to advance, in any perceptible way,
a systematic understanding of the structure and the
operations of a real econoinic system”.

But consigning the neo-classical paradigm to the
dustbin will not be easy. Cambridge economist
Geoffrey Hodgson haswarned: “...a crisisin the subject
should not be taken to imply....that the orthodox or
neo-classical wﬁm&WB isaboutto beoveriurned. The
questions and controversies are so basic and impor-
tant ihat the response is often to reassert belief in
the fundamentals with renewed vigour, and to attack
heresy with increasing force”.

The only way to climinate the ideological passions
that now disfigure economics is by a new elaboration
of the truths buried in classical economics. This book
makes a significant contribution to that process of
renewing economics as the art of uniting people in
the pursuit of their daily bread.

Special Introduciory Offer!
Over 20% reduction

The Corruption of Economics
reveals how landowners hired professors to wage the
War of Ideclogy against Henry George

A Philosophy for a Fair Society
explains why the Welfare State must go - in favour of
the cooperative Georgist society

Land and Taxaton

provides the most comprehensive analysis of land as
a unique factor of production ever published

The first trilogy on The Georgist Paradigm, co-pub-
lished by Shepheard-Walwyn Ltd, and CIT, are offered
at the special price of £30 (US$45; Can.$63; A§63),
which includes womﬂmﬁmvn and packing.

Senda cheque Pc@nﬁmuac 177 Vauxhall Bridge Road
Londen, SW1V 1EU,
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BUT WHAT CAUSED THESE CRISES?

Poverty and the Planet

Ben Jackson
Penguin, £6.99

THIS BOOK has to be the most de-
pressing that you could ever read. Yet
it is an easy read, much like a who-
dunnit or horror story. You cannot
put it down until the final page.

If greed, poverty and ignorance
are killing not only people butalso the
planet, who or what is to blame? Is it
deforestation, erosion, silted rivers?
What about acid rain, nuclear and
toxic waste, global warming, over-fish-
ing, flooding or endangered wildlife
and their habitats? Or shortsighted
people and policies?

Ben Jackson, co-ordinator of the
World DevelopmentMovement, looks
at all these suspects and others, pos-
sessing a remarkable grasp of how
problems interweave and overlap. He
is known for his probing articles on
the Third World including the famous
one: Biting the Bullet. This book is
about giobal causes of poverty and
ecological degradation which blight
the lives of billions of people in rich
countries as well as in poor ones, Out-
rageously preventable situations exist
in a world of plenty.

“One of the greatest ohstacles to
ending world poverty,” he writes, “is
the lack of clear understanding of its
canses.” Jackson has worked hard to
examine the deeper causes. Unform-
nately, he fails to identify the source
of the problems, which is why his text
is dominated by an uncontroversial
description of the observable facts.
Nonetheless, like Rachel Carson’s
book Silent $pring (1962), which shaped
the movement for environmental
concern in the United States and in
due course awakened the world to the
damage wrought to wildlife by the
chemical barrage of agricultural pes-
ticides, this work should have a pro-
found effect on economic thinking,

Concern for the environment has
become associated with affluent
westerners absorbed by problems of
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“aver-development”, pollution and
preservation of the countryside, while
the Third World is concerned with
hunger and under-development.

Brazil, for example, is adamant
that such problems can only be tack-
led when poor countries achieve a
certain level of prosperity - as in
Europe. So the vastareas of minforest
continue to be destroyed, thus aggra-
vating problems of climate change for
other countries. Global warming due
to the greenhouse gases is a major
problem of climate, but the lessons
have yet to be learned.

Jackson illustrates time and again
how mounting poverty and despera-
tion dircct the jobless poor into other
areas. For example, about a million
small prospectors flooded into the
Amazon in a series of Klondike-like
gold rushes. But the mercury the
miners use to pan for gold is lethal
when it gets into rivers and ecosys-
tems, affecting animals and human
life. It is the same story in Africa and
in the Far East.

Jackson fills his book with stories
ofsuch chain reactions. Unfortunately,
the environmental destruction can-
nothe prevented unless the economic
and politic pressures that underlie it
are challenged, Political will is needed
to solve the problems of international
debt, unfair trade, and most impor-
tantly, the unequal distribution ofland
and natural resources.

Jackson appreciates that the seed-
bed of ecological destruction is the
global division of rich and poor, but
he does not offer an explanation as
to how that division originated. The
division serves as his starting point,
rather than the question that provokes
a fundamental analysis.

His analysis would benefit from a
reading of the works of Henry George,
for the Georgist solution could aid
him through the collection of land

rent: every economy's positive feed-
back mechanism.

Nor does Ben Jackson refer to
Adam Bmith, who early put on paper
how the lunding of public services out
of ihe unearned income from land
would bring wealth to pations. Since
then the policy of shifting taxation off
the incomes of labour and capimland
on to the rent of land has been rec-
ommended by economist: and social
reformers who span the political spec-
trum. They range from Tom Paine,
avthorof The Rightsof Man, to George
Bernard Shaw, from Leo Tolstoy to
Milton Friedman, and most impor-
tantly in 1910 to Winston 8. Churchill,

Land rent is a fundamental re-
quirement for economic efficiency. It
isa time honoured theory. Even John
Kenneth Galbraith wrote in The AS
fluent Scciety that if the rent of land
was treated as the tax base “progress
would be orderly and its fruits would
be equitably shared.”

Ben Jackson's solutions tend to
rely oninternational help in one form
or another to provide drinking water,
agricultural development, aid for
children and much else. He points out
that there is a groundswell of feeling
that it is no longer acceptable or
rational to tolerate such unnecessary
suffermgand destruction. Action from
one country toanother must be frelled
notonly by passing compassion but by
recogrising global injustice of which
the rich world is part. Action should
be directed notonly to raise charitable
funds but to understand, address and
change the underlving canses. Mean-
while the World Development Move-
ment, one of Britain’s major pressure
groups aiming to bring a betier deal
to the world’s poor, has successfully
taken the British government 1o court.

They have stopped £234 million
from the aid budget being spent on
the Pergau Dam in Malaysia. They
believe the decision to fund the dam
was immoral as well as illegal, and are
critical of arms sales to the Third
World. The WDM urge a cut in miki-
tary spending to help defeat global
poverty, and they want to end the
burden of Third World deht and
remove unfair trading barticrs. Thase
goals are worthy of support. The least
we can do is purchase a copy of Ben
Jackson’s horror story and read it.
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