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THE PROSPECT of free trade was the best reason for defending the existence
of the European Economic Communsty.

A single market, we were told, would promote the production of wealth;
and tie the fate of warring nations mto a single destiny. Prosperity. Peace.

But what about freedom? Eurocrats and politicians would justify their
actions as compatible with freedon, butlock at what they mean, when it comes
to taxation. The European Commumity wants all nations tc use the Value
Added Tax with a minimum rate of 15%. Britain - whose rate is 19.5% -
challenged the right of the Furo-centre to diciate tax rates. But why should
the EEC care about the tax system emploved by its members, so fong as the
law on the freedom to exchange goods anywhere in the EEC was enforced?

What has the tax system got o do with how people - producers and
consumers - make decisions in the markets? Well, actually, quite a lot. Bus
the bureaucrats are justifying the intrusion into the affairs of member nations
on grounds that call into question the very ethos of the Treaty of Rome. They
argue that, unless taxes are uniform across the EEC, high-tax nations would
not de-control trade at the fromtiers. Why? Because their cltizens wounld be
ternpted to nip over the border to buy and bring back cheaper {lower taxed)
goods.

In other words, the foundation principle of the EEC - free trade - won't
happen, UNLESS the tax system is piiched at the pernicicusly highest level
set by the most unenlightened government. That tax philosophy is the most
destructive of all to the production and exchange of wealth. For the sake
of uniformity of misery, the bureaucrats want to enforce one kind of “free
trade” in Europe, which disallows any one member gaining an advantage by
its use of a more efficient system of taxation.

The implications for freedom are serious. What would happen if, say,
Denmark - whose citizens threw the spanner in the works of the Euro super-
state with the thumbs down in their referendum - decided to restructure her
tax system? What if she wanted to favour higher taxes on land, and drastically
reduce the other taxes? Denmark is the only European country with the fiscal
infrastructure in place to accomplish that reform. itwould give her producers
an enormous price advantage, for the landvalue tax cannot be passed on
in higher prices.

There would be uproar. Competitors across the Danish border would
bleat. Butif governmenis learnt the lesson, they, too, would similarky restruc-
ture their tax systems. Thatwould be the result of competition in a free market.

But not, it seems, if Brussels has anything to do with it

e




THEFUTURE of Russia will be settled
inthe next 12 months, and that future
will turn on what happens with the
land. Poliicians and inteBlecmals are
condnsed, for the IMF and the World
Bankare grging them to privatise. But
thelr gut instincts el them to keep
land in state ownership.

The new wave of politicians in St
Petersburg frankly acknowledge their
sociat and economic probiems, which
are visible in the seweragefilled rivers
and in sireets designed to test the
sprimgs of ractors. This city is run
down even by New York standards.
Bui the leaders don’t know what to.
do abowt 36

BORS YELTSIN

“Privatisation” keeps the politi- -

clans awake at night, and radicals
churn out pamphlets warning of the
perils of private property without
offering an alternative approach. The
debate has been sharpened by Presi-

derit Boris Yeltsin’s decree that the
frechold of land should be sold. But
city politicians know that their presi-
dent is an ideological hostage of
western bankers, because he needs
dollars 1o bail out the collapsing

eCconomy.

Cily governments, therefore, face a
dilemma: doss ¢ decree signed by the prest-
dent supercede the law of Russia, which
states that land is a social assef?

The gut feeling that land should
not be privatised is supported by just
one coherent alternative phitosophy,
imported into Russia by the advocates
of Henry George, the American land
reforiner who bad an ardent fan in
Leo Tolstoy.

George, in Progress and Poverly
(1879), explained how to set up an
efficient market economy while re-
serving the rent of land to pay for
public services. This model would be

the perfectsolution for Russia, today, -

but the West favours land privatisa-
tron.

1 can report, however, that there
are signs that the political struggle
justmightgoin favour of the Georgist
model. ]

Ata conference organised by the
Mayor of St. Petersburg in August,

some of the top-level speakers used-

concepts that were recognisably
Georgist. Key officials of the Research
and Design Institute of Urbanism
realise that western entrepreneurs
couldlocate theirinvestments on land
leased from the state.

Progress towards a Jand-value tax

solution is beginning to move fast

here in St. Petersburg. I return on
Sept. 21 with US land assessor Ted
Gwartney and Fred Harrison of the
London-based Centre for Incentive
Taxation to help the Institute of
Urbanism to establsh 2 course om
land valuation. This means that St
Petersburg is establishing the tax-and-
tennure infrastructure for leasing land
to users in return for rental nccme,
similar towhat happensinHong Kong.

In charge of the new course will
be Famara Chistyakowva, divecior of
Ecograd, a research centre within the
Enstitute of Urbanisie. She impressed
me with her dynamism and swareness
of the case for landvalee taxation. I
therefore have great hepes that 5t
Petershurg will biaze the traik: the City
of Moscow, unfortunately, is ham-
strung by interference from Yeltsin's
federal government

Russians are racing against the
desperate need to invigoraie the
economy. St. Petersburg, in attempt-
ing to kick-start a market economy, i
privatising small businesses - shops,
hotels, scap factories: you name it
and it is for sale.

It's a different story with the big
enterprises, where workers want to
knowwhat s in it for them, When the
Berlin Wall came down, the poliGtal
barriers were dismantled: the West
now has the duty to make sure that
it does not infect the former Soviet
economy with the ecopomic viruses
that have destroyed millions of jobs
in Europe and North America

See Review on page 11

TOLSTOY IN RUSSIAN
DAVID REDFEARN’S new study of Leo Tolstoy as social activist is being
ranstated into Russian. Political activists in Moscowwho bave read the English
edition - published in London by Shepheard-Walwyn - were delighted, for
?David Redfezrn (pictured right) argues that Russia would have enjoyed a
Jnappier fate. if the tsar had accepted Tolstoy's land tax-and-tenure reforms.
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TALKING POL _IT";I__C s

WHEN Mr John Smith and Mrs Margaret Beckett were
¢lected leader and deputy leader of the Labour Party
recently, they had the 190,000 block vote of the Confed-
eration of Health Service Employees behind them. This
union, which Iml_ltates in the public sector and was noisily
critical of the Governmentbefore and during the General
Eleéction campaign earlier in the year, held a postal ballot
of its nembers on the issue. The response was rampantly
apathetic, with fewer than 5% bothering to back Mr Smith.

* Only someone over 30 1s likely to recall the power of
‘the big namies in the big unions, and to remember when
the Government (any government) could decide nothing
without consulting them or taking elaborate steps to
forestall their reaction. Yet the TUC is about to open the

bers, except in their benevolent society role.

The modern “growth” and service industries reject old-
fashioned trades unionism. Today’s workers do not join
unions or they join unions which do not affiliate to the
TUC. Women workers are even less interested inn unions
than their menfolk. There seems to be very little future

* for the TUC, except as a talking=shop, on the CBI model.

The challenge facing the old trades unions is whether
their best interests are being served by still acting as
paymasters to the Labour Party. What do they hope io
get for their money? Are we seeing the TUC dinging to
Labour solely because its tired old men can think of
nothing else? Are there no bright young men and women
who cannot see how continued attachment to the Labour

1992 political conference
season, and its- leaders,
largelyunrecognised byan
upinterested public, will
seek what glory they can,

. : foe?
as little fish in a shrinking unions:

Plummetting membership of Britain's trade nnions bas
led to the call for Trade Union Congress leader Norman
Willis to resign. But ‘what future is there for Britain's

Party is bringing them
down? The Labour Party is
now no more than the
biggest of the minority
parties. How ¢an the un-
1ons attract members who

pool.

. Today’s reality is that the Labour Party clings to the
tinions for their money alone. Unions present the wrong
image (as, of course, does the very name, Labour), They
represent the “stnokestack” industries, old-fashioned dirt
and manual labour. The modern Labour MP has never
worn a blue collar. The new Labour activist is more likely
to have a whitecollar job i local government or belong
to the National Union of Teachers than to be a member
of the National Union of Mineworkers.

The Conservatives are conventionally associated with
big business and are undoubtedly supported by financial
contributions from it. Nobody, though, believes that what
the CBI says at its conference 15 of funidamental impor-
tance for the Conservative Party, and Conservatives do not
give a thought to allowing businessmen to take part in
selecting their party léader or in determining their poli-
cies. Thisis hot to deny that there is considerable business
influence, but the Conservative Party remains free to
decide whom to listen to. After all, business is not mono-
lithic; interests do not necessarily coincide; indeed fre-
quently they 'clas'h Business is free to reduce or withhold
contril
parties. When john Smith was on the luncheon circuit
in the City, the traffic in ideas was not all one way.

Big business neither needs nor is allowed any formal
control over Conservative Party affairs. Laboor must wish
ithada similar relationship with the TUC and the unions.
Labour. poeliticians know that the unions are widely mis-
trusted. They are not popular even with their own mem-

are hostile to Labour or
mdifferent toit? Do theywant the freedom to exerta more
general influence? How much longer will they stay where
they are wanted only for their walléts?

How many of the unemplovéd does the TUC think will
turn on the television set at conference time ard expect
to hear some sign that new thinking is needed? Bashing
the Conservatives and paymg dues to Labour, Brothers,
is no longer enough. The unions must réclaim the free-
dom to act in their own, ditd their member's interests.

TRADE, NOT AID.

CAN ANYONE riame a single nation of the “third world”
which has prospered as the direct result of foreign aid?
Have we not witnessed instead preservation of corrupt
regimes, expanding bureaucracy, and expenditure on
modern armaments to keep the militaryamused and cow
both the neighbours and the local populace? Might we
not be better advised to dismantle the trade barriers
against “third world” primary prodiwcis? Sugar is an ex-
céllent example. Europe's Commion Agricultural Policy
keeps out cane to protect a strikingly less efficient local
beet inidustry. ‘Consumers lose, poor overseas producers.
lose, and European exporters lose because the “third
world” isnotearning enough to pay for the goods itwould
like.




LONDON
Gutted properiles’

Britalrr's tax on business
properties - which falis on
thevaiue of bulidings aswsli
as land - s encouraging
owners o vandalise their
assets.

To aveid the fax in a
. dead market, bulidings are
buing systematically gutied.
That way, owners make a
massive saving on their
laxes - around £280.000 a
yaar for Wates CRy, the
owner of Winchester House
inn the City of London. &
growing number of compa-~
nies are resording o this
tactic.

About 20% of bulldings
arevacant in the City ofLen-
don. By vendalising the
bulidings, cwnerscanclaln
thal the structures are “in-
capauble of bensficial use”.

FRARARE
Eand gab

Tan Semith, the lastwhite prirne
minisier of Bhodesia {now
Zimbabwe), warns that the
Land Acqmisition Act spells
disaster. “My wonderful coun-
ry is going to the dogs,” says
Mr Smith. The government
plans to expropriate white-
owned] andmﬁoutgmngcomn
pensation at market prices.
“Fhat is absolutely evil,” says
Mr Smith, who owns tens of
thousands of acres.

EDINBURGH
Green mail

Money does NOT grow on
irees in Scelland. A shesp
Ianmer has been awarded
£255,000 for promising not
io plant trees on a Sile of
Special Scientific Interest
{555h. This is the “profit”
that John McMaughion
would have made, had he
still been eligiblis for tree-
planting grants under a

scheme that was abolished
in 1989 due o ithe wide-
spread destruction fcaused
e peat bogs.

Mr McMaughion was a
member of the Lands Tribu-
nal Committee which had
garlier awarded a nelghbour-
ing farmer, John Cameron,
Zim “compensalion” under
the same scheme.

The Labeur Pariy's
Scottish agricultural
spokesman, Brian Wilson,
angrily denounced the ar-
rangements: “Oncethe land-
ocwning fraternity discovera
souwcs of income on this
soale they do not desist in
the public intarest. It works
like this. You have on your
tand an 5SS, which issome-
thing heid In frusi for the
reation. Then as a lendowner
You Say you are going to
gdesirey & You tell the gov-
ermonerd body thet "Unless
you sward me subsiantial
compensation f am golng o
proceed with this act of
vandatism’.

“§ you threstened io
biowr wp an abclent mon-
ment you would rightiy be
identified as some sort of
biackemaier, but that is ex-
sctly what you are encour-
aged to do under the 18981
Witdlife and Countryside
Aet”

MOSCOW
“No third way”

Confasion continuesaboutthe
pace of perestroika. Dr.Larissa
Piyashevaguitherjobasdeputy
director in the mayor’s office
in charge of Moscow's privati-
sation programme because of
uncertainty over her land
voucher scheme. She believes
every cidzen should be issned
with a voucher, but now be-
lieves that the state will retain

ownership.

“Instead of true and full
reforms of property, nothing
more than a change of sign-
boards will take place,”

she

predicts. “There isno thirdway
between socialism and capital-

n

ism. )

% Investorsin the Far East
are reluctant to pump capital
into new businesses in

coup. Today, over 25% of cuk
tvated land is owned by less
than 1% of farmers; 61% of

" farmers (150,000 families}

holdingsofunder five bectares.

Viadivostok, Russia’'s largest |

eastern city, because of uncer-
winty over rights of land use.

TOKYG
The higher they are...

Over the last six years, capi-
tal gains on stock which
totalled Y352 triltion ($2.71
iriilion) weore nearly wiped

ot by capiisl losses of Y324

wriftien, according to the gov-
grmmment’s Economic White
Paper,

For land, howevar, the '

capital galns of ¥Y4,037 tril-
iien have not been badly
damaged by losses of YIOT7
trifiion, icading to wide-
spread anxiety that Japa-
nese banks and financiai
instiutions ae disguising
the colizpse in land prices.

The Mikket Weekly
editoriaiized on August $5:
“Unless the thne bomb of
infiated lond prices is ofimi-
nated, pecemesi measuyes
to shore up stock prices wiit
be meardngless.”

%+ Trade talis between
Japan and the USAresumed
in Augusi. Washington is
disastisfied withprogress in
reforms to Japan's iand use
iaws. The Tokyo governmeant
has not countered with ob-
jectionsto US land use laws.

ANKARA
Feudal opposition

Auempis o develop poverty-
stricken south-east Turkey have
created political tension. The
aghas, or feudal Ilandlords,
oppose land reform. Econo-
nists say that incomes cannot
rise unless peasants are given
land. Auempts wo redistribute
landin the 1970swere reversed
in 1980, following a military

ATHENS
Monkish hablis

Mount Athos, the allmale
Greek monasiicoomenaenily,
hassiruck inprotest al plans
1o introduce & propsriy taX
designed to ease the gov-
ernment’s budgel shortizl,

AUCKLANE
“Soak the rich”

Plans for 2 new land tax have
split New Zealand's new third-
party Alliance. The New La-
bour Party progosed a “ssak-
the-rich” tax on the
untimproved value of sites worih
over $100.000. The proposal
has beer attacked by the
Greens, Bemocsats and Mana
Mowmhake. The ffthpartnerin
the Alliance, the Liberal Party,
has not opposed the plan.

FThe Mana Metuhake
ieader, the Hon. Maie Rata,
said any o incresse would be
“sechnically and economcaily
correct but polideally unten-
able”,

BEHA
Dammed?

A World Bank-financed dam
in central Indis is causing
damage o 240,000 wikal
peosple and thelr lands, but
rmore than half of them will
be denied land compensa-
tion because they are
deemed to be llegal squat-
fers. Meny landowners will
benefit, however, as the
Sardar Sargvar dam wilt -
rigate 1.8mhactaresthrough
75,000 kilsmeaters of canals.
Owners are not being asked
to coniribule to the cost of
the worlks out of the en-
hanced value of their land.




RANK OF ENGLAND economistsnow

admit that they do not know when
Britain will emerge from the stump of
'92. The Treasury computer model of
the economy - and City and university
economists who search the plethora
of data churned out by official agen-
cigs-failed to forecast the slump; many
of them sent out false signals of “green
shoots” appearing on the horizon; and
they now admit that their theories
failed the people who are losing their
jobs by the tens of thousands each
- month. :

Itneed not have been so. Land &
Liberty warned of the global crash in
its Jan.-Feb. 1988 issue, where I wrote:
“I confidently predict that the next
major economic recession - the one
that will cause widespread unemploy-
mentand business closures-will occur
in 1992.7

Over the last four years, L& Land
Economic Intelligence published analy-
ses based on the land-price data which
is the core of an effective forecasting
model. Economists would not listen,
and now the banks are collapsing (the
USA) or are teetering on the edge of
doing so (Japan): all because they
financed speculation in land.

NOWCOMESa second agency willing
to claim that land values are a key
indicator of what is happening in the
economy. Hillier Parker, a major
British real estate agency, has pub-
lished the first of its reports on what
it calls “Residual Land Values™.
Their “residual land value” is no
more than the price of land in the
marketplace. “Residual land values are
theoretical in that they are calculated
by taking the capital value of a poten-
tal development and then subtract-
ing the total development cost,” re-
ports Hillier Parker. “The results make
possible an objective comparison of
landvalues for different property types
across the country and over time.”

' Hillier Parker’s theoretical ap-
proach to logging land values is un-
derstandable, because - with a few
exceplions - governiment agencies do
not publish authoritative data derived
from direct monitoring of market
prices.

Based on Hillier Parker’s scrutiny
of what has gone wrong with the UK
economy, the report claims:

indicator of the property market to

by Fred Harrison

date” - on, for examplé, the viability
of construction;

@ Land values reveal when pressure
is building, which might help devel
opers and banks to avoid excesses;
4 Had the series existed a few vears
ago, “it would have acted as an early
warning of the recession to come”.

THIS LAST claim, which empirical
analysis over the last four years in
LEconomic Intelligence has proved to be
correct, undermines the integrity of
existing macro-economic forecasting
models.

Forecasters pay no heed to irends
in the land market, and have paid the
price in the collapse of their eredibil-
ity - which exposes a yawning gap im
the theory that is supposed to guide
policy-making.

Hillier Parker concentrate their
calculations on the non-residential
sector (the Department of Environ-
ment pablishes good data on housing
land prices). :

The resultsillustrate lessonswhich
are well established among a small
group of land économists around the
world. For example, the selling price
of land is subject to more volatile
movement than rents. Hillier Parker
discovered that “residual land values
are a useful indicator for predicting
rental movements. The residual peaks
up to two years ahead of the rental
value, The residual values also fall by
a greater amount than the rent.”

In all five sectors analysed by
Hillier Parker, “residuals peaked sig-
nificantly earlier than rents... The time
between the peaks of the residual and
the rent is consistent at between 18
months and two years except for
Central London Offices where the
difference is reduced to six months”.

In the industrial sector, for exam-
ple, manufacturers whe wanted to
expand production facilities were
confronted by 2 sudden upsurge in

the price of access to land in 1987
This triggered z crazy bout of specu-
lation in industrial fand which took
prices to wnaffordable heights. The
collapse came in late 1989, leaving in
its wake the heightened expectations
of landlords whoe demanded rents
which were also higher than many
tenanis counld afford.

Unformunately, Hillier Parker of

‘fer mo theoretical msights into the

mechanisms whach transmit the um-
pact of the land-price boom/slump
into the rest of the economy. This is
understandable, for they represent
land-cwrng mteresis that would find
themselves in the “hot seat” for gen-
erating the instability that leads to
massive waste of capital (Jookatall the
idle office buildings}, and heartrend-
ing levels of unemployment.

But this split loyalty to commer-
cial interests shouid pot create difem-
mas for universityforecasters, and least
of alt for a populariy-elected govers-
ment. For apart from Iandowners, the
property sector is also made up of the
construction ndusiry, which relieson
land as an input in the value-creation
process rather than 2 commodily in
which to speculate.

The British construction sector
represents 6% of gross domestic prod-
uct. According to Department of
Environment figures, the latest drop
in orders {19% between the first and
second quarters of this year) will feed
through the economy to knock an-
other 1% off GDP.

The government, therefore, if it
wishes to be kept properly informed
of wends in the economy, appears to
have a special responsibility for incor-
porating land market trends in its
forecasting model. That, however,
means rewriting the equations after
relearning how the industrial economy
- given the present tax-and-tenure
distortions to the land market- really
works. '
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2 THE LAND & LIBERTY ESSAY -

ostage to fortune in

the North / South divide

The Rio Earth Summil was blled as
“the last chance lo save the planel”. In faci,
writes DAVID RICHARDS, it was about the botlom line: the
claims of nations on natural resources and created wealth.

Over 100 beads of state, and ministers
from 178 countrics, attended the United
Nagons Conference on Environmentand
Development (UNCED) in June. For-
mally abont safeguarding the worid’s
environiment for future generations, the
susmnit was in substance mainly about
enlisting the help of the Noxth 1o safe-
guzed the South from poverty.

There had beew a previous summit on.

iies issne, at Cancun n Mexicoin 1981,
And the GATT negotiations over world
trade, sull pnder way v the Umguay
Found, were very pestment to it Bot
never before had the South held a valu-
able hostage with wihtch to bargan. The
poorer nations hold most of the workl's
environment voder thelr comirol,

Al a previcas UN summit on the
environment (al Stockholm in 1972), it
was not so evident guite how bound up
with the rich/poor divide were environ-
mental issues; nor had a hole yet been
detected in the ozone shicld that protects
earth.

The drama in Rio hinged on whether
the US A, the largest consnmer of naturat
resources, would agree 1o stay iis hand,
or would insist on carrying on with
business as normal. If the latter, other
nations would have little compunction
about seeking 10 emulate its environ-
mentally destmctive lifestyle,

The problem for the US was that
business as normal involvesrunning just
to stand still - even without bowing to
moral pressure 1o stop ¢lbowing others
aside at nature’s table. For two decades
real wages, as measured, have failed to
increase (though that shouid encourage
politicians to measure US environmen-
tal standards, which have generally

improved). The US government budget

deficit is now the highestithas cver been
in peace time in relation to the country’s
income - almost 7%.

President Bush claimed that the coun-
try just did not have the wherewithal to
be generous to those at the back of the
queue. In terms of domestic politics, i
an election year, he was right. The US
economy s built on low taxes and high
energy consmmnption. Free enterprise and
the automobile are its essence. For the
US, a fairer sharing in the jungle -
volves higher taxes and much lower
energy conspmption. How can the jam
gle’smostpowerfif leopard be persuaded
to change its spots?

The weaker beasts threaten to take
away the jungle. But they, too, depend
on it. A credible way forward witl have
toserve the self-interest of, and be visible
1o, every shori-sighted beast in the jun-
gle.

IT IS POSSIBLE that the earth’s carry-
ing capacity may be stretched much
further through judicious exploitation.
The one thing that all politically con-
strained negotiators at Rio were agreed
upon was that development must take
place. Disagreements revolved arocund
how to make it “sustainable”.

The key to sustainable development
is that it must be, and be seen to be, both
efficient and equitable. Global economic
growth will be sustainable only if
opportunities are shared fairly and

markets are made to work efficiently,

The rhetoric of Rio implied both these
axioms.

The failure was one of fundamental
philosophy. The United Nations has no
definition of what is meant by fair shar-
ing of opportunities, so let us provide

ome as & prevequisite for maling judge-
mEnis.

Fair sharing among individuals amd

raiionsdepends upon equalentitlements
to notural resources and the individech
right to the fruits of kis fobeur gs valed
by undisioried markets.

These two ingredionis of principled
and sustainzble development fnd ex-
pression wherever genuine moves 0-
wards land reform and free rade ke
place. Taey ase two sides of the same
cobs.

“FREE TRADE" is shonhand for offi-
cient market mstitutions. Such mstite-
ttons often have o be cregied by gov-
ernmments. In the case of “public goody™,
for example, they do not emerge from
laissez faire attitudes. Cleam a¥r 15 3
public good, whick can only be pre-
served by common action. f cannot be
created, packaged and marketed by
individuals.

Placing economiic value on e v
roRMent Was COmmOon currency 2 Rio.
Rather than allowing nature’s capital to
be run down in order io have develop-
ment on the cheap, the full replacement
cost of a natural resource should be
included in the price charged for nsing
it

That is the opposite of policies that
have been pursued in the Amazon rain-
forest, for example, The resources of the
jungle were not only regarded as fee,
their destruction was actually subsidised.
Merely removing the subsidies has

helped 10 reduce the rate of destroction

by half since 1989, the Brazilian gov-
emment claims.
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Energy and water are squandered
world-wide due to government subsi-
dies. '

" Proceeding to incorporate the full
replacement cost in the price of a re-
source, however, involves the farther
step of deciding who is entitled to the
economic value of that resource. This

_ issue straddles our iwo axiomatic prin-
ciples. '

Sustainable forestry, for example,
involves investment and labour in re-
planting, as well as felling. Interest and
wages are earned. In addition, however,
the enhanced price of timber due to
reduced supply provides rental income
forthose plantations which happen tobe
in the more fertile or accessible loca-
tions. That belongs to the owner of the
location. But who should the owner be?
This is where land reform comes in.

Another commonplace at Rio was the
view that the natural environment be-
longs to everyone. In practice, the term
“environment” is used to cover all those
natural resources that are not yet owned
by anyore, but the distinction is artifi-

. cial. The natural environment encom-
passes all that a human being isborninto
apart from other human beings and their
social and physical artifacts. That her-
itage (deny it if you dare) is the equal
birthright of everyone. But, because
many parts of it can be parcelled up and
sold, they have been.

This is another case, as-with public
goods, where governments must act.
Resources which are natural - which are
not the product of effort - and which
therefore need no incentives to be pro-
duced, should not be allowed to pass into
private ownership simply because they
can be conveniently bounded and
claimed. The economic value of those
resources should help to pay for the

~ public goods which individuals without
any common organisation have no in-
centive o produce. : :

The obstacle to moving from the
current laissez faire system of environ-
ment ownership 1o a principled system
mediated by governments, is the vested
inierests of those who have already
purchased, inherited, or claimed legal
entitlement to the environment.

Even those natural resources which
apparently have no owners are effec-

tively claimed by users. Timber sup-
plied by truly susiainable tropical hard-
wood enterprises would be more scarce
and so command a higher price than
today’s timber, much of which would be
“rent”. Today’s consumers do not have
to pay that rent, so they effectively
exercise ownership of financial equity
in the natural forests. But because they
cannot store the equity as assets, they
blow it through over-consumption.

In the case of crude oil, QPEC gov-
ernments have at times been able to
wrest the financial equity away from

" consumers. By restricting output {thus

prolonging its hife) they ensured that a
price nearer o replacement cost was
commanded (as evidenced by the stima-
Ius given io oil substitutes research) and
reaped natural resoorcerents which were
then used for whatever investment or
consumpiion they chose.

THE MOST difficult question - which
countries shoutd pay for whatever ac-
tions were chosen - should not have been
a problem. An effective “green” pack-
age mmst involve crysiallizing for sov-
ereign owners of natoral resources the
rents previously dissipated to consum-
ers through over-consamption. Thatrent
forms a natural fund for paying for the
package, mcluding compensation to
those disadvantaged, which it is not
beyond the wit of governments to cap-
ture.

What Rio needed to sort out was the
ownership of the resources and the
compensation to consuiners for higher
prices. In the event, because these issues
were not addressed, and therefore no
source of funds other than higher taxes
in the North was considered, action was
paralysed.

All nations were at pains to safeguard
their sovereignty over the natural re-
sources, including plant and animal
species, within their boundaries. The
advantages of common action to restrict
the use of those resources and reap rents
for themselves, as OPEC had done in the
1970s, were foregone. The South con-
tains many of the most valuable natural
resources, so such efforts would have
been to their advantage.

The primary. indostries minister of
Malaysia, the hard-line leader of the

Group of 77 less developed countries,
has said: “I’'m poor and need my forests
to gét on in life so, if you want them,
you must pay - and give me technology
and investment.”

Malaysia plans to log half its forests
by the end of the decade. To keep much
of that forest intact as a global rove of
biodiversity and a global cooling piant
it will need o0 be offered “enough io
compensate for the loss of revenue we
could gain from our forests,” the prime
minister has said. '

If the Group of 7 leading indusirial
nations, for example, really wishes to
import those environmental services, it
will arrange procedures wherehy ad-
equate rental payments are made avail-
able. Setting aside global land for natwe
will increase pressure on other giocbal
land uses and raise the rentat value of
ail land, inclnding the forests, which will
provide a2 source of funds for those
payments.

SUCH A common comrnitment 1o higher
costs for the sake of maintaining com-
mon resources reguires the ability o
ofganise a comMmMOnR TESPONSC among
nations. The Ewsropean Commenity’s
failure 10 agree on a self-imposed “car-
bon 13x” was not 2 encoaraging prec-
edent. However, the political obsiacles
are surmountable.

The EC Commission’s proposed
carbon tax, levied at a rate of $10 per -
barrel of oil equivalent on fossil fuels,
is designed to reduce consumption of
non-renewable energy resources and to
cut back the carbon dioxide emissions
which are likely to cause global warm-
ing. It would put a price on the atmos-
phere, allocate atmogpheric use-rights,
and claim a natural resource rent for use
by the community.

The rental value of the atinosphere
for usc as a dustbin is evenly distributed
- except where ventilation is restricted,
as in Los Angeles and Mexico City,
where it rises. A uniform tax per umit
of carbon dumped is therefore propor-
tional to rental value. (A uniform tax per
acre of land would not be, as land rents
vary spatially.} It asserts the equal
ownership of each citizen of a part of
the economic value of natural resources.

“The individual’s sharc of value may
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be received in many ways. The provi-

sion of public goods which benefit all
is an obvious priority. In the case of the
EC catbow tax, funding of “overseas
aid” wounld appear to be 2 prudent in-
vestment or bekialf of the EC citizen.

I simple terms, nomore divect action
conld be taken 1o avert the poputation
growth in the South which so worries
Northerncitizens than the establishment
of educational iastitutions, especially
imvolving women. Educated women in
poor couniries have onaverage only two
offspring {(which means a stable popu-
iation); vneducated women have fouwr.

The less the population of the South
grows, the less the equity ownership of
the atmosphere by Northern citizens is

diluted. Inrecent years OECD countzies .

have coniributed half the global carbon
dioxide emissions, developing countries
a quarter. These propoitions will be
reversed, on presentirends, by the middle
of the next century. Figure 1, published
in the Financial Times, tells a similar
story.

Short-sighted opposition to the car-
bon tax has been mounted by European
politicians, especially from the weaker
economies. They fear that higherenergy
costs will make industry less competi-
tive, (A tax on rent cannot raise prices,
but in this instance rent is not dlready

incleded in the price, and the tax’s job
is to include it). The EC plan, therefore,
makes introduction of the tax condi-
tionaf vpon similar measwres in the USA
and Japar. As the USA will not mntro-
duce a carbon tax, the plan is a dead
Ietter. Even so, the EC nations are not
endorsing it

A better approach, it has been argued,
would be to proceed with, say, a$1 levy
per barrel, and increase the levy in line
with any cniergy cfficiency measures in
the USA, which would probably involve
morecostsin the US A than carbon taxes.
Thecomipetitive disadvantage would thus

be annulled, and the opportunitics for

increase legion.

Taking a global perspective, the World
Bank points out in its 1992 World
Development report that if a carbon tax
was being levied at $25 a ton of carbon
and the proceeds shared out between
nations on the basis of population den-
sity, the rich countries would be paying
the poorer countries compensation for
using their share of the atmospheré a
sum roughly equivalent o all official
overseas aid - $70 biltion in 1989, The
billions of new doltars actually commit-
ted at Rio can be counted on the fingers
of one hand. If the richer countries are
unwillivig to sette the bill for a better
future, a worse one will be their reward.

THERE IS a politically viable way for-
ward which does notinvolve iakingaway
from. voters what they already have.
Governments may reduce voters’ €x-
pectations of windfall gains in the fu-
mure, by pruning the sources of wind-
falls.

-Green taxes may be used to ensure
that mCrements in private income from
appreciation of the market value of
natural resources are no longer aatici-
pated. That will bring an end to rises in
the capital values of those incomes.
Reduced capital gain expectations will
cause the rate of saving to zise, in order
tomeet futureincome requiremenis. That
will caiise intérest rates to fail.

More capital supplied at lower inter-
éstrates will benefitcapital projects with
longer term pay-offs - just the sort of
projects involved in environmental pro-
tection and enhancement. Falls e micr-
estrates will lowerthe capitaiisationrage
of rental incomes, raise capital prices
and shield owners against capital Josses
whien taxes on remfs are inteadbced.
Capital gains will be peevented i the
fupreby taxing rent increments &t 160%.

During the Secongd week of the Kie
sumiit, The Economisinoted thar “since
most environmental damage i cansed
by selling nature’ sresources oacheaply,
governments have opportunitics tomake
green policies a source of revenue, not
adrain on cash.” The dangeris that such
opportanitics may be taken izt terus of
selling off the remaining commons o
private ‘owrers, as is gonerally adve-
cated by free market economisis,

Milton Freidman, for example, ac-
cording to a letter just befors Rioin the
Financial Times from Prof. Steve Hanke,
isof the view that, “given the despoilation
left by public ownership throughout the
world; whatwé really need isn’tan Earth
Sumimit, but 4 Privatisation Summit.”

Federally-owned Tands in the US are
in worse shape than comparable privaie
1ands becanse they are notcriously un-
der-priced. Full market rents should be
charged to users. Selling the public
domiain in private parcels, including
potlution rights, which may increase in
sale value and hence reduce the incen-
tive of owners to save, is not the way
forward for gieen capitatism. :




THE FLAG of Spain that Columbus
planted on a guileless San Salvador
has long cast its shadow on primitive
peoples in every corner of the globe.
World history sinice 1492 is a black
record of simple communities every-
where being deprived of their lands
and their livelihoods by ruthless in-
vaders from other continents.

It might have been thought that,

by the twentieth century, with little
of the planet remaining to be “dis-
covered”, the years of the predator
and the landgrabber would be over,
but recernt events in Brazil and its
neighbouring states show that this
was a forlorn hope. Now, apparently,
it 1s the turn of the semi-nomadic
Indians of the Amazon rainforest to
be trampled under the jack-boot as
government. industrialisation and
“colonisation” projects swallow up
their natural habitat.
 Suchisthe paceand extentof the
destruction that tribes such as the
Yanomami, the Waorani, the Kayapo
and the Tukanco are facing virtual
extinction. Indeed, the very future
of the rainforest now seems to be
under serious threat. '
One man roused to action by the
devastion and repression now appar-
ently in full spate in Brazil is George
Monbiot. In 1989 he made an exten-
sive tour of the country, seeing at first
hand the extent of the human and

ecological tragedy being played out .

in its sub-tropical hinterland and
attempting, as he put it, “to find the
real villains” responsible.

_ He found that the picture ob-
t;ﬁned on the spot was more reveal-
ing than that gained at long distance
from the newspapers and television.
Although cattle-ranching, govern-
ment-sponsored settlementand dam-
building were, indeed, gobbling up
sfgniﬁcant areas of the rainforest,
thiese factors were paling in signifi-
cance against others whose appetite
for land were potentially much
greater. Armies of private settlers, for
example, were flooding into the ba-
sin from other parts of Brazil, carving
out tens of thousands of homesteads
from the virgin forest; gigantic swathes
of destruction were being caused by
large-scale road-building, with scant
regard for the environment, by the
armed forces; and an exploding tim-
‘berindustrywas threatening to outdo
everything else in the devastation it

 TRAGEDY IN
THE AMAZON

Amazon Waltershed,
By George Monbiot,
Michael Joseph, London.

was leaving in its wake.
Investigating the first of these
factors and probing the underlying
reasons why hundreds of thousands
of peasant colonistsshould move from
their traditional homes and make the
long and weary trekinto the Amazon,
Monbiotfound that theyare not doing
so through choice. Most of them are
leaving more fertile land than they
are finding in the Amazon, where
only 7% of the soils are suitable for
peasant agriculture. ‘

THE REASON for this seemingly
paradoxical behaviour, Momnbiot
found, is that the peasants are not so
much migrants asrefugees. Theyare
being forced off their family small-
holdings by landlords more con-
cerned with maximizing profits than
with the well-being of their ienants.

Monbiot sees land and power in
Brazil as indivisible. The political
control of the countryside has long
been exercised by the landowners,
from whose ranks come the peoliti-
cians and the military chiefs who run
the country. In recent tines, thou-
sands of peasants have seen their tiny
holdings declared by the authorities
to be the property of the large land-
owners. In consequence, 1% of the
landowners now own 43% of the land,
an area the size of India is used for
nothing butfinancial speculation and
35 million rural peasants have no
land of their own.

The peasants have been fighting
back, and Workers’ Party candidates
have been contesting elections, but
the landlords have responded by
expeliing the peasants from theirland
and wsing “death squad” tactics to
induce them to leave. Between 1980
and 1990 over one thousand peas-
ants, as well as many of the priests,
lawyers and union leaders aiding
them, have been murdered. With no
help from the authorities - for prac-
tical purposes the ool of -the land-
owners-the persecuted peasants have

had no alternative but to accept they
are the victims of a twentieth century
“enclosure movement” - and take to
the road. Some move to the shanty-
towns of the big cities, but the over-
whelming majority make the trek to
the Amazon.

MONBIOT looked especiaily at the
state of Maranhoe, in the north-east,
where more peasants are murdered
or dispossessed than in any other
state. His experiences at the hands
of a brutal police force and of the
hired thugs of some of the big land-
barons, leave no doubt about the
repression and lawlessness that stalk
large areas of Brazil to-day.
Monbiotalso spent much time in
areas of the Amazon being devas-
tated by gangs of goldminers. Here,
more and more migrants join a
modern-day goldrush that rarely
benefits the participants but inevita-
bly destroys the land of the Indian

tribes. To produce a few ovnces of

gold, the riversare polluted, the game
gets driveny away, the areas cultivated
for food-supply are laid to waste and
diseases brought by the ouisiders
increase the suffering of troe natives
to breaking point.

So the Amazon is the cockpit of
a double tragedy: of dispossessed
peasants from developed parts of
Brazil being forced to quit their tny
landholdings and, in turh, to threaten
the destruction of the rainforest and,
with it, the existence of the primitive
tribes who have their homes there.

Having investigated the probiern,
Monbiot puts forward a solution. He
suggests that the first measure re-
quired is “agrarian reform” under
which the peasants would be granted
secure titles to their land, this being
followed by changes in the planning
laws and restrictions on timber-cut-
ting and other forest-destroying ac-
tivities. Such measures would, no
doubt, provide some relief but, even
in their total effect, they would do
little to correct the grotesque con-
centration of land ownership which
he rightly sees as the major under
lying factor in the grim cendition of
the Brazilian peasant. But no effec-
tive improvement can be expected
until the vast near-fendal estates are
broken up.




TOLSTOY'S
BAD DREAMS

Tolstay: Principles for a New Werld
Order,

David Redfearn, London:
Shepheard-Walwyn, £9.95.

The central theme of David
Redfearn’s work is Leo Tolstoy'’s
advocacy of Henry George'sideasin
his quest for a better world order.
Suwrrounding this, an exiraordmary
amountof information ispackedinto
this book of less than 260 pages. The
author worked for two years on this
his final opus, and his research is
varicd and thorough.

A brief bistory of Russia is in-
ciuded, enhancing our understand-
ing of the miliew in which Folstoy
liveedd and worked. There is also a
brief biography of the great author
and something about the smrronnd-
ing mtefectual atnosphere.

In the first balf of Tolstoy's life
he produced such masterpieces as
Anna Karenina and War and Peace,
and he is thereby universally recog-
nized as the greatest of Russians and
one of the world’s greatest authors.
Less unaversal is the appreciation of
hisworkin the second half of hislife,
which to him was much more impor-
tant. He was appalled by the misery
he witnessed, the treachery of gov-
ernments in their futile and destruc-
tive wars, rman’s ichuinianity to man.
He sought a better society founded
on sound moral principles. These he
found in the Sermon on the Mount
and in other great world teachings.

Telstoy was attracted to Henry
George’s works, Progress and Pov-
erty and Social Problems. At first,
howéver, he misunderstood George’s
proposal as land nationalization and
wondered if thiswould notexchange
one stavery for another. Later he had
aclearer grasp of the remedy ofland-
value taxaton and evithusiastically
promoted it, :

Deépite his prestige, Tolstoy had
the same difficulty George’s followers
have always met with -

incomprehension and indifference.

Hisappeal to Tsar Nicholas I to adopt
land-value taxation to avoid revolu-
tion was met with a total lack of re-
sponse. One wonders if Nicholas re-
membered this when he faced the
firing squad.

Taolstoy asked his English inter-
preter, Aylmer Maude, how the single
tax movement was going in England,
and was told that 1t was too much for
the Conservatives and not enough for
the Sociatists. Tolstoy despaired of this,
and wondered ‘who is to do this work
that so urgently needs doing?’

Theworld wentonits catastrophic
way, erupting in World War I and the
Russian Revolunion. Though Telstoy
missed these events, having died a few
years earlier, his prophetic eye fore-
saw such disasters if morality was not
observed. '

David Redfearn carries the story

BRI T UARY

Land & Liberty deeply regrets to
announce that two of ifs conftribu-
tors have died.

David Redfearn, a Quaker, was
dedicated to theidea thatwar could
be eradicated. His latest book - a
study of Henry George’s influence
on Leo Tolstoy, which hasjustbeen
published in Britain -is being trans-
lated into ‘Russian, and will be
published in Moscow on Sept. 25.

Edgar Buck, a Cardiff sohci-
tor, has for many years contributed
penetrating analyses of the way in
which private property in land

| created social probleins. Through
the United Nations Association he
actively campaigned for the relief
of poverty in the Third World.

Both were members of the In-
ternational Union for Land Value
Taxation and Free Trade, through
‘which they campaigned for social
justice.

=
& Leo Tolstoy
up to the present time, showing the
continuing disorders of the workd
and how the land goestion iz the
bettom guestion. He also poleons
that the movement for landvalue
taxation has, after o, sclievedsome
advances and isin practice lnvarions
parts of the world, with beneficnk
results.

THE BOOK concludes withs the mew
opportunities in Kussiawith $ie end
of communism and the ques for
perestrotka. During the compaunist
period, Tolstoy was dismmissed as aw
ineffectual dreamer and Henry
George as abourgeoisreformer, Bat
tirnes have changed and it is rather
the failed regimmes of antocracy and
communism that seem hke bad
dreams.

Recent Georgist efforts in Rus
sia are recounted by Mr. Redfearn.
Anappreciative Foreword by Anatoly
Gorelov of the Academy of Sciences,
Moscow, says: ‘I Leo Tolstoy were
alive iny the year 1992, hissupport of
Henry George’s single tax on the
value of lanid as a means of achieving
common rights to it would, to vy
mind, remain absclutely unchange-
able. As President of the Leo Tolstoy
Society, I share this opinion.’

Andlet us remember, this s not
justa needed reform for Russia, but
for the world.




The End of History and the Last Man
Francis Fukuyama,

New York: The Free Press
Toronto: Maxwell MacMillan, 1992,

The remarkable thing about Francis Fukuyama’s new book
is not so much the book itself as the unusual splash it has
made.
An entirely mild-mannered tract, it grew out of the
controversy which followed publication two years before
-of the writer’s essay in the journal, The National Interest.
 This comprehenswe version has provoked even more

-gnashing of teeth. In its initial vetsion the title carried a -

question mark, and it came without the subsidiary concept,
“The Last Man”, which has some bearing on the central
thesis, but not much.

The book, added now to my library, is one of the
handsomest on the shelves, and makes some of the others
around itseem shabby-G.W.F. Hegel's Philosophical History,
for instance. It carried as appendix some 50 pages of
footnotes, a 10-page bibliographywith 250 titles, and almost
20 pages of index. There is an unmistakable stamp of
establishment blessing on this work, and the critical re-
sponse to it has been close to savage.

These two elements, the publisher’s confidence and
the critical response, may seem contradictory, butof course
they are not. It was apparent from the fact that the essay’s
first appearance stirred up enough interest to justify what
has been called a “colloquium of rejoinders” that a book
with a similar title would sell, and sell not one but two
earlier scholars: George W.F. Hegel and the more recent
Alexandre Kojeve, “the French-Russian philesopher who
taught a highly influential series of seminars in [Paris} in
the 1930s.” Fukuyama has good reason to walk cautiously
behind them. Hegel, who frst proclaimed History ended,
thought it had happened in 1806 after the battle of jena.
Andwhile Kojeve championsliberal democracy, Fukuyama
adimits (not in the text itself, but in a footnote on page
351) his more recent mentor admired Stalin, often said
50, and saw “no essential difference between the United
States, the Soviet Union and China of the 1950s.”

A case can be made that this book is all nonsense, and
not worth the time and trouble, which can properly be
said about Part Five (“The Last Man™), its fundamental
arguments all being based on a shaky foundation. But
Fukuyama brings more than a few important concepts into
his intellectual structure, having found them in the litera-
ture. One such concept, ¢entral to the Hegel-Kojeve rea-
soning, is what Fukuyama chooses to call thymos, that
being the word Plato attributes to Socrates in his book,
Republic. It means, more or less, “spiritedness,” but might
more exactly be termed the universal, human hunger for
recognition.

Since thymos is so important to his thesis, and inas-
much as the book is really a review of the literature, it is
a pity Fukuyama did not find space in his 20-page bibli-
ography for Douglass Adair’s succinct lecture of 1964
called “Fame and the Founding Fathers.” Itsays as much

.in a few pages about the impact of thymos on history as
Fukuyama says in his whole book.

Fukuyama makes a feebie attempt to wrestle with the
ancient riddle of free will, since man’s fundamental sense
of dignity (the essential thing his thymos makes him hungry
to have recognised) lies “precisely in this capacity for free
moral choice.” Buthe persists for only a page or two before
admitting he is not sure about free will and so describes
it as “something very real and impertant. Whether or not

‘true free will exists, virtually all human beings act as if it

does, and evaluate each other on the basis of their ability
to make what they believe to be genuine moral choices.”

Itis this kind of rough carpentry which first suggested
to me the simile of Fukuyama’s blindness. But the difficulty
with this book is not what he sees only dimly but what he
fails to see at all. Unwilling to say himself that History has
ended, he reports early that “Kojeve claims that we have
reached the end of history because life in the universal
and homogenous state is completely satisfying to its cig-
zens.” That is to say, it is free of any “contradictions,” the
truth of which some men stll want recognized.

FURKUYAMA, following his secing-eye mentor, refuses
stubbornly to be “sidetracked” (Kojeve’s word for dealing
with whatever does nrot fit his structure) into the obwious
realisation that the private ownership of land is the remain-
ing device by which masters control slaves: a relationship
fundamental to the book.

He is willing, though, to concede a guestion : “The
problem of the end of history can be put in the following
way: Are there any 'contradictions’ in cur conlemmporary
liberal democratic social order that wonld lead ns to expect
that the historical process will continue, and produce a
new, higher order?”

Thus it can be said Fukayama stands ready to be a
Georgist, or at least to see the continwing need for an

- historicalsynthesis. “We could recogrsisea 'contradiction”,

he comncedes, “if we saw a source of social discontent
sufficiently radical to eventually cause the downfall of
Liberal democratic societies.”

The reviewer is editor of Now the Synthesis: Capitalism,
Communism and the New Sodial Contract, L.ondon: Shepheard-
Walwyn/New York: Holmes & Meier, 1891.

COSTING THE EARTH

Ronzld Banks (editor)
Paperback, price £6.95.

"Qualitatively, this book gets it vight...”

-~ Economic Journal

Published by Shepheard-Walwyn Ltd., London, and
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