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Shifting the Land-Value Tax
What the Economists Say
CLASSICAL ECONOMISTS

MODERN ECONOMISTS

Wealth of Nations.
A tax upon ground rents would not raise the rents
of houses. It would fall altogether upon the owner of the
ground rent . . . Whether the tax was to be advanced by
the inhabitant or by the owner of the ground would be
of little importance. The more the inhabitant was obliged
to pay for the tax, the less he would incline to pay for.
the ground, so that the final payment of the tax would
fall altogether on the owners of the ground rent.

PAUL A. SAMUELSON, Professor of Economics, Massachusetts Institute of Technology, Economics.
Land rent is in the nature of a surplus which can be
taxed heavily without distorting production incentives . . .
Suppose that supply and demand create an equilibrium
land rent. What would happen if we were to introduce
a 50 per cent tax on all land rents? Mind you, we are
not taxing buildings or improvements; for that certainly would affect the volume of construction activity. All
we are taxing is the yield of the naturally fixed supply
of agricultural and urban land sites, assuming that this
can somehow be identified.
There has been no shift in the total demand for land;
firms are still willing to pay the same amount as before
for the same amount of land. Hence, with land fixed in
supply, the market price that they pay must therefore still
be at the old price. Why? Because the supply has not
changed and neither has demand. Because at any higher
price than before, some land would have to go without
any demanders. Hence, competitive rents could not permanently be raised to land users.
Of course, what the farmer pays and what the landlord receives are now two quite different things . . . The
whole of the tax has been shifted backward onto the
owners of the factors in inelastic supply! The land
owners will not like this. But under competition
there is nothing they can do about it, since they cannot
alter the total supply and the land must work for whatever
it can get.

ADAM SMITH,

Principles of Political Economy and
Taxation.
A land tax levied in proportion to the rent of land,
and varying with every variation of rent, is in effect a tax
on rent: and such a tax will not apply to that land which
yields no rent, nor to the produce of that capital which
is employed on the land with a view to profit merely and
which never pays rent; it will not in any way affect the
price of new produce, but will fall wholly on the landlords.

DAVID RICARDO,

Principles of Political
Economy.
A tax on rent falls wholly on the landlord. There are
no means by which he can shift the burden upon anyone else. It does not affect the value or price of produce,
for this is determined by the cost of production in the
most unfavourable circumstances . . . A tax on rents,
therefore, has no effect other than its obvious one. It
merely takes so much from the landlord and transfers
it to the state.

JOHN STUART M I L L ,

JOSEPH S. NICHOLSON, Late Professor of Political
Economy, Edinburgh University, Principles of
Political
Economy.
It is quite clear that the tax on economic rent cannot be transferred to the consumer of the produce,
owing to the competition of the marginal land that pays
no rent and therefore no tax, nor to the farmer since
competition leaves him ordinary profits . . . Accordingly,
a tax that strikes the surplus only, remains where it first
falls (namely on the land owner).
E. R . A. SELIGMAN, Shifting
and Incidence
of
Taxation.
If land is taxed according to its pure rent, virtually all
writers since Ricardo agree that the tax will fall wholly
on the land owner, and that it cannot be shifted to any
other class whether tenant, farmer, or consumer . . . The
point is so universally accepted as to require no further
discussion.

RICHARD G. LIPSEY, Professor of Economics, University of Essex, Positive Economics.
. Since the tax is levied on all rents, the relative
profitability of different uses will be unaffected and thus
there will be no allocative effects. Land will not be forced
out of use because land which is very unprofitable will
command little rent and so pay little tax. Thus there will
be no change in the supply of goods which are produced
with the aid of land and, since there is no change in
supply, there can be no change in prices. Thus the tax
cannot be passed on to the consumers. Farmers will be
willing to pay just as much (and no more) as they would
have offered previously for the use of land. Agricultural
prices and rents will be unchanged and the whole of the
tax will be borne by the .landlord. The net rents earned
by the landlords will fall and the sale value of land
will fall correspondingly.
There is no way in which landlords can pass the tax
on to tenants. The tax will be borne wholly by landlords . . .
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'J'HERE is nothing more likely to arouse the
cynicism of the electorate than the spectacle of a politician in search of a policy.
It is, of course, in the nature of politics
that policies should appeal, if not inspire, but
in the scramble to present the right "image,"
principles often fall by the wayside.
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Where Are The
Liberals Going?

Both the Labour Party and the Conservative Party have, over the year, trimmed their
policies to the prevailing winds of change,
and since both parties are seeking to win supporters from each other, this has had the
effect of narrowing the gap between their
political philosophies. Indeed, this has happened to such an extent that some Conservatives have become more "left wing" than some
right wing Labour supporters and vice versa.
None-the-less, there remains a distinction,
however blurred, that separates these parties
in political theory, if not always in political
practice.
To the extent that the Liberal Party has
been a party of the middle this has had the
effect of squeezing them out, despite protests
from them that they have distinctive policies
of their own. While it may be said that a few
Liberal Party policies, or rather innovations,
are not specifically advocated by the other
two parties, there has been little to mark them
off as a party of another dimension, except
perhaps their size.
At a time when the Conservative and
Labour Parties both embrace state economic
planning, protectionism and the status quo
(more or less) in our land tenure system, one
would have thought it a first-class opportunity
for Liberals to revert to their traditional and
basic policies of individual liberty, free trade
and land-value taxation—if only for political
reasons! Instead, apart from occasional lip
41

service to the merits of site-value rating these policies
are largely ignored.

seventh of its total borrowing will go on transport takeovers alone, in view of its other capital commitments?

Jeremy Thorpe, in the Liberal News Commentary,
restates the "broad sweep of agreed Liberal policy."
The priorities "founded in principle," are "reform of
government," "race relations," "education priorities,"
and "people before officials." This is hardly a list that
can be said to be distinctive. The Tories would probably endorse these ideas after their fashion.

"Permission has now been given by Parliament to
raise the money by the issue of Treasury Bills, i.e., creating new money in violation of Mr. Callaghan's promise."

Perhaps the worst sign of the times so far as Liberal
policy is concerned is the recent resolution passed by the
National League of Young Liberals at their annual conference. It was passed, it is true, by the casting vote of
the chairman, but nothing more socialistic could be
imagined. The motion called for the nationalisation of
banks, finance houses, hire-purchase firms, insurance
companies, building societies, pension funds and the
Stock Exchange.
The Liberals, sad to say, are today in a policy wilderness as well as a political wilderness, and the one is
not unconnected with the other.
One might not only ask where the Liberals are going,
but where have all the Liberals gone?

Transport Bill Inflationary
J F THE Chancellor of the Exchequer wishes to save
what is left of Britain's financial standing abroad and
avoid a repetition of the recent crisis in another eighteen
months' time, he will be bound to consider the economic
consequences of Mrs. Castle before it is too late, says an
economist in an attack on Transport Bill plans for buses.
In Everybody's Business . . . the Economic Consequences
of Mrs. Barbara Castle (Aims of Industry, 2s.), Alfred
Sherman says: "The letter of intent signed by the outgoing Chancellor, James Callaghan, last November as a
condition for receiving substantial standby credits from
central bankers, gives certain undertakings which were
reaffirmed by his successor and which are relevant to the
Transport Bill.
"The letter promises 'to ensure that the Exchequer's
borrowing requirement for the financial year beginning
1 April, 1968 is kept under firm control . . . this entails
holding down the borrowing requirement to not more
than £1,000 million.' The letter also promises that the
Government will 'meet its own needs for finance as far
as possible by the sale of debt to the non-bank public.'
"Mrs. Castle's transport revolution flies in the face of
both these undertakings. The increase in borrowing
powers accorded to the nationalised Transport Holding
Company alone in order to fulfil its new obligation
brings its total to £100 million, and the total new borrowing occasioned is estimated at £140 million. Does the
Government really expect bankers to believe that a
42

A lose page inserted in the booklet says that although
Mrs. Castle has now left the Ministry of Transport, "The
consequences of the mammoth Transport Bill she left behind will live on after her. As time goes by, she will,—
unless her successor has other ideas—be bitterly remembered as the Minister who wishes 'London Transports'
on other users of public passenger transport throughout
the country.'"
Dealing with the powers to be given to Passenger
Transport Authorities, which will be set up under the
Transport Bill in provincial centres to carry on commercial manufacturing and trading, Mr. Sherman says:
"The Authorities will be empowered to levy a precept on
the rates to cover losses on these operations no less than
on their bus fleets and local rail services. In other words,
they will be encouraged to engage in subsidised competition with private industries and other businesses
whose rates and taxes will have to pay their subsidies."
"The White Paper, London Transport and Traffic,
issued before the Bill was published, expresses the hope
that when Passenger Transport Authorities are obliged
to meet railway operating deficits out of the rate fund,
they will naturally restrict road-rail competition.
"It predicts euphemistically that 'some rail services
which are at present not paying their way may become
profitable if bus services are so organised as to make it
more convenient to use rail.'
"Naturally, if bus services are eliminated, made more
expensive or less convenient to the point where the
travelling public has no choice than to go by rail, the
railways' nominal deficit will be held down without the
need for painful reorganisation and elimination of gross
overmanning that British Rail has shirked, under union
pressures.
"The biggest of problems facing the passenger transport industry is congestion, which changes of ownership
will do nothing to combat. By simultaneously budgeting

tens of millions on bus take-overs and cutting the roads
programme, the Government has ensured that congestion
must worsen during the next few years."
LAND & LIBERTY

WHAT OTHERS ARE SAYING
Negative Land Reform in Vietnam
—The New York Times, March 8.
^

REPORT of the House Committee on Government
Operations on Land Reform—or rather the lack of
it—in South Vietnam goes a long way toward explaining
the persistent failure of the American-backed Government
of South Vietnam to win support from the people.
The succession of landlord-dominated regimes in Saigon
has paid .lip-service to land reform while holding fast to
a grossly unequal status quo. This is a fact of no small
significance in a country where 60 to 70 per cent of the
people depend on the land for a living, where the majority of farmers are either tenants or own plots too small
to sustain their families, and where land rents amount to
30 to 50 per cent or more of the gross crop, according
to data compiled by the committee.
Although the key role of "land-to-the-tiller" in Communist strategy has been well known for decades, and
though the effectiveness of land reform in countering this
strategy has been amply demonstrated in places like
Japan, South Korea and Taiwan, neither the Saigon
Government nor United States officials have made a
serious effort to provide effective land reform policies in
South Vietnam, the committee reports. Despite repeated
promises, the Diem regime did little to implement limited
reforms it put on the books. Successive governments in
Vietnam, also pledged to reform, have done even less.
Instead, Saigon has imposed a kind of "negative land
reform," in many instances returning land to the landlords in areas recaptured from the guerrillas. This has
placed Americans in the position of "those-who-are-hereto-take-back-our-land in the eyes of hundreds of thousands of peasants. It has, in effect, forced American troops
to fight some of the very Vietnamese it was their
original mission to help and to protect; to die to preserve
the interest of a privileged minority who continue to
dominate the Government in Saigon.

Idealism and Compulsory

Charity

The Individualist, April,
<>AS SOCIALISTS, our aim is to bring out the finest
and noblest instincts in mankind, and not to trade
on the instincts of fear and greed," said the Minister of
Defence on November 12 at the Hull Labour Party area
conference; and how the idealist hearts among his
audience must have thrilled at his words. The aim is admirable; no modern society would be workable if it relied solely on the motives of greed and fear. Altruism is
an admirable quality; but is must spring from the heart;
it must be voluntary. A mother I know insisted on her
children giving their toys away to little friends who came
APRIL & MAY, 1968

on visits; and her children came to loathe little visitors.
It is entirely admirable that the Socialist should wish to
help the poor and inefficient, if it resulted in his putting
his hand into his own pocket. The trouble is that he insists on puttting his hand into other people's pockets.
This attempt to bring out the finest and noblest instincts
of mankind actually brings out bitterness and leads his
victims to stiffen at the very idea of altruism. He is not
cherishing altruism; he is fomenting the class war. Every
voluntary aid society has noticed the fall in subscriptions
since the introduction of this compulsory altruism. Is this
really the way to bring out the finest and noblest instincts?
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Monetary

Facts^and Fancies

Business Digest, San Francisco, April.
J N SPITE of the largest production of newly mined gold
in history and of many restrictions on private ownership of gold, no gold on balance was added to the world's
monetary stocks in 1966. In the preceding year, when
mine production was supplemented by 16,000,000 ounces
of gold made available by Russia, the dollar value of
the world's monetary gold stock was augmented only by
200 million.
This may be cited quite reasonably as contemporary
evidence of the validity of Gresham's Law that bad
money drives good money out of circulation, a social
phenomenon recognised by Aristophanes as early as the
fourth century B.C. in Act One, Scene II of his comedy
"The Frogs" in which the leader of the Chorus recites:
"I'll tell you what I think about the way
This city treats her soundest men today:
By a coincidence more sad than funny,
It's very like the way we treat our money.
The noble silver drachma, that of old
We were so proud of, and the recent gold,
Coins that rang true, clean-stamped and worth their
weight
Throughout the world, have ceased to circulate.
Instead the purses of Athenian shoppers
Are full of shoddy silver-plated coppers.
Just so when men are needed by the nation,
The best have been withdrawn from circulation."
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to Pay"

—Four-in-Hand News Letter, April.
y y H E N the blast of inflation blows in our ears, then
imitate the action of the French peasant . . . who
long ago lost faith in paper money and keeps his fortune
in gold under the mattress. In Britain, the traumatic ex43
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periences of the past few months . . . devaluation, gold
fever, the toughest Budget for thirty years . . . only serve
to underline the increasing struggle on the part of ordinary people to put their money beyond the reach of
politicians and ecoaomists. Antiques, collector's items—
things have become the new currency of our time. Thomas
Sheraton for Chancellor.
What we see today is the opposite of three per cent
Forsyte. He believed in getting interest and having his
capital in Funds. But after two World Wars, inflation
at four per cent a year in the U.K., devaluation every
time a Labour government comes to power, and still
increasing affluence among broad sections of the population, would three per cent Forsyte be in three and a half
per cent. War Loans?
Not on your life. An expensive house, furnished with
antiques, a well-filled cellar, one or two Swiss bank accounts, a few unmounted diamonds and a Phantom 2
Continental Rolls Royce . . . these would be among his
possessions. He would have a collection of early Sutherlands, Kokoschkas and some Lowrys which he bought
for a few pounds, and he is now busily selling at a high
price the sundry Victoriana from his parents' houses.
Shares he does not hold, except in his own companies,
and he is overdrawn at the bank.
This way of life may sound deplorable, but it is
brought about by the actions of politicians. Those who
move out of paper money into more tangible forms of
investment are simply voting with their feet. They join
those who anyway like antiques and prefer to spend more
on something that will appreciate than on something
which will be half its price in ten years. Result? The
breathtaking boom in antiques, art, and collecting of all
kinds that is now upon us.

Gold: The Professor Told You So
—Evening Standard, March 15th.
^

GREAT prophet of doom who fears that his advice
will be heeded finally but heeded too late is Professor Jacques Rueff, General de Gaulle's favourite economist who has been agitating for years for the price of
gold to be doubled.
As it is he is certain that it will be and that it will
take place in the worst possible circumstances: not as an
agreed measure taken in conjunction with other nations
but in panic and amid chaos.
A man of great culture—he is also a noted philosopher, apart from being an economist and the author of
a ballet, of all things—he became the French Government's economic adviser in 1961.
He first balanced the French Budget, for the first time
in living memory, and then suppressed all import quotas
and restrictions. The result was that almost miraculously
a stable franc emerged.
He loathes being called a "gold fetishist," claiming that
we are in fact on the gold standard now, but the Americ44

ans who created the gold exchange standard are in fact
playing fast and loose with the rules.
"They are conducting world trade as one would conduct business with one's tailor who returned your money
immediately you ordered a new suit," he says.
Doubling the price of gold, according to him, if done
as a deliberate concerted act of policy, would not create
a vicious circle of devaluation for in fact parities would
remain the same. He cannot see the logic of maintaining
gold at its 1934 price level when the prices of all other
commodities have doubled, trebled and quadrupled.

And All in the
"Public Interest"
The Society jor Individual Freedom,

London

An employee of a state-owned enterprise dismissed
after refusing to join a communist-dominated union;
Prison sentences for expressing unpopular political
views;
Owners deprived of property without process of law;
Criminal penalties for agitating for higher wages;
Editors liable to prosecution for publishing facts which
are common knowledge;
Parents deprived of free choice of schools for their
children;
Law abiding citizens wishing to emigrate prevented
from taking their property with them;
Passports withdrawn without explanation or challenge.
Soviet Russia? Castro's Cuba? No—these are all happening in present-day Britain. "The coming slavery" has
come much closer since Herbert Spencer foresaw it
eighty years ago.
The state's power has expanded throughout the twentieth century, and now spends almost half the national
income. Nearly everyone has some economic dependence
on the state, either directly for jobs or pensions, or indirectly for "free" health services and education.
When the power of the state is so great, what happens
to freedom?
Freedom is our right under the law. But respect for
the law is deteriorating, because the law, like our currency, is being debased. The ordinary citizen can neither
know nor possibly understand the mass of verbiage that
pours out of Whitehall. Yet ignorance of the law is no
excuse. So you are often presumed to be guilty unless
you can prove yourself innocent. The benefit of any
doubt goes to the state, not to the individuals; the
precious heritage of the "presumption of innocence" is
widely in jeopardy.
If not liberty, at least economic prosperity? Our
present economic troubles stem from inflated state spending at home and abroad. The scope for free enterprise
and initiative is continually being reduced by open
naionalization and by creeping (often concealed) state
control.
LAND & LIBERTY

In Hot Pursuit
of Rising
Land Values
From the London Property Letter, February 24

What Not to Pay for a Plot
J J O U S E PLOT sizes are getting smaller (thanks to planning authorities allowing higher densities), but plot
values are steaming ahead. In Sandy Lane, Cobham,
Surrey, twenty of them with only a forty foot frontage
have just raised £4,600 apiece. Time to cool it?
On neighbouring values this particular deal gets under
the gate: houses here with the back doors almost opening onto Oxshott Heath will, by current standards, sell
soon enough in the £15,000—£17,500 bracket. Those
values are solid enough, so no one here can be accused
of building on shifting sands.
But where do you draw the line? There are places
where land costs aren't far off accounting for half the
overall building price. Percentages don't make principles,
and that might be all right in times of prosperity. But it
doesn't commend itself to building society managers who
know that there comes at least one slump in every property's life span. They are going to resist pressure to grant high mortgages on this sort of property.
That will restrain runaway prices at the lower end of the
property market.
In cash happy Cobham, building society managers'
opinions don't count for tuppence ha'penny. A £38,000
effort is as good as gone. So land prices have been rising
fast hereabouts. Prospective buyers seem pleased enough
to pay the piper, including a large part of the Land
Commission's cut.
But the way things are going, someone somewhere
is going to catch cold. Because of building restrictions
there's too much competition by builders for local land
in many areas. More in hope than judgment, land is being
bid up in anticipation of eventual selling prices rising in
line. In some cases they probably won't.

Airports: Foulness Monster
^ y i T H STANSTED stalling, imaginations don't have
to work overtime to see something moving on the
Maplin sands. Foulness Island is a clear favourite as the
alternative site for London's new airport—stop Stansted
and Foulness goes to six to four on. Start on Foulness
and Southend and Basildon present the liveliest home
county property development propositions since electrification began to open up Essex.
Operators say planes fly on pounds not paraffin. The
way some of the lucre spills off the tarmac and on to the
APRIL & MAY, 1968

territory round about was explored previously when we
took a look at trends in development and prices in the
Heathrow area since passenger and freight handling
reached gargantuan proportions. Foulness is really in with
two chances. If it doesn't click this time, air transport
will be with us long enough to ensure that eventually the
island gets some share in the aviation explosion. Other
factors help:
1. Britain can now look forward to a rise in population
to one hundred million in the foreseeable future and
air transport will be an increasing factor in everybody's life.
2. Port traffic everywhere is moving downstream. A
major port at Foulness is an added attraction.
Objection? West countrymen aren't going to cheer at
the prospect of negotiating London en route for Buenos
Aires, but the beauty of it all is that the noise nuisance
is mainly for the birds. Locally, everyone from the rate
collector down should be happy and hardly anyone
harmed.
What will the effects be?
About 30,000 houses will be needed for airport workers, most of them built by private enterprise. Flats in
Southend, conversions on the outskirts and smarter
houses in the vicinity will be in strong demand.
High-speed road and rail transport will be introduced.
A second wave of development will see hotels and light
industry tied to air transport established there. Transport
arteries will pump double-life into the area which takes
in Rayleigh, Thundersley, Hadleigh, and Leigh-on-Sea.
Untouched parts further inland will pick up, too.
Airport hotels and arterial developments will show the
neglected patch to the North-East of London in a new
light. IIford, Goodmayes, Chadwell Heath, and Romford
on the route out of London will gain momentum.
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Factories in Reverse

1I

R E V E R S A L OF government policies is the most fruitful source of property profits. Oddly enough, governments never keep going in one direction for long: half
way home, they usually turn tail and double back. So
there's always an opening somewhere. Currently, its the
regional development policies that are hogging the limelight. The bribes for shifting shop floors to Tredegar are
so immense that the first thing directors think about now
is how to exploit the government gravy.
There are many reasons for hoping that this strict
regional favouritism will be watered. The first is that it
is patently too much of a good thing. If the Board of
Trade only knew it, the country is probably paying for
many new jobs in development areas twice over. The rest
of industry isn't strong enough to support wastage on that
scale.
Another point is that it's growing increasingly obvious
that to compete internationally, our industrialists need
to manufacture in the place they know is best.
45
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Inflation, Prices, Incomes and
Local Government Finance
' J ' H E ECONOMIC FALLACY or political lie that
attributes inflation to trade unions' and others' successful claims for higher wages is at the root of the Government's prices and incomes policy. Indeed the acceptance
of this policy is conditional upon acceptance of the economic fallacy. That the Government and the Government
alone is responsible for inflation has been argued repeatedly in these columns over many years, but with a few
notable exceptions other views have prevailed.
Now, political writers and economists are beginning to
see the light, and as a consequence, the exponents of the
incomes policy are finding it difficult to hold their ground.
The latest broadside to be fired against the prices and incomes policy comes from a cogently reasoned and statistically supported essay published by the Economic Study
Association* entitled "Enquiry into Prices and Incomes."
This paper was initially the joint work of a group of
members, but in its final stages it owes much to the direction and advice given by Colin Clark (Director of the
Agricultural Economics Research Institute at Oxford)
and his colleague, G. H. Peters.
"The fact that all money incomes are rising faster than
production," say the authors, "does not necessarily support the conclusion that it is money incomes which are
causing prices to rise, since if the internal purchasing
power of money is falling for any reason, money incomes
will be rising in relation to real production."
Thg booklet discusses "cost push" inflation and "demand pull" inflation, showing them to be the opposite sides
of a counterfeit c©in.
The value of this booklet lies not only in its logical exposition of the principles underlying the relation between
wages and inflation but in its analysis of current economic and political thinking which has dominated economic
policy and the minds of those who have too blindly followed it.
Savings, investment, taxation, the national product, government spending, are all included in the discussion. And
for those who like graphs, there is an abundance of
them. On the whole this enquiry is a valuable contribution to clear thinking on the subjects of inflation, prices
and incomes.
But it is more than that. Under the section on local
government expenditure a call is made for the use of sitevalue rating, not only to provide the revenue for local
government's own share of financial liability, but also
the Government's share which is channelled to local authorities via grants and which amounts to almost half the
total amount required.
The following is an extract from this section:
*14 Essex Street, London, W.C.2. .(5s.).
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LOCAL GOVERNMENT IN JEOPARDY
The problem of local finance flows largely from the
lack of an adequate and expanding basis for local income.
The size and consequence of the lack, snowballing over
years, is appalling. In 1966 local authorities' total expenditure reached £4,518 million, while their income from
rates was only £1,353 million. The deficit was made up by
grants from the central government of £1,561 million, miscellaneous income £650 million, and borrowing £954 million. As shown on Chart 12, 1965 was not an exceptional
year. The total debt of local authorities, excluding overdrafts and temporary loans, is now in the £12,000 million
range, larger than the entire pre-war National Debt. Under conditions of dear money, the burden of this increasing debt is of necessity aggravated by rapidly-mounting
interest charges. An approximate doubling of total debt
has meant a trebling of the interest charge. In 1965 interest charged to local authorities' current account totalled £600 million, or 44 per cent of their rate income. In
1956 the figure was £193 million or 35 per cent, and in
1946 £61 million or 23 per cent of the income from rates.
Local authorities are facing no fiction of public finance,
but the reality of bankruptcy. In context this would mean
complete central government control, and an end to the
system of government which only half a century ago
was a source of pride, admired by the world.
Oddly, in the face of this situation, local finance is
one of those spheres where it is politically feasible to take
remedial action. Many countries have for a long time
based local taxation upon some form of land tax with
apparent success. Site value rating has been the subject
of political debate, parliamentary enquiries, private bills
and Royal Commissions for nearly a century, but with
little result. The last Committee of Enquiry, appointed
by the Attlee administration, reported in 1952. The majority report did not favour site value rating at that time,
mainly because of the financial system set up by the 1947
Town and Country Planning Act. This system of development charges failed to work and was abolished by
the 1953 Act.
THE EVIDENCE OF WHITSTABLE
The committee's report included this paragraph: "Any
assessment of the product of a site value rate or of the
redistribution in rate liability that might occur, can be
made only in the light of a comprehensive test valuation,
and we emphasise our conviction that it would be essential to carry out such a test before any decision to introduce a site value rate were made."
After the manner of government, no official action was
taken. In 1963, a professional body conducted a pilot
survey at Whitstable, financed from private resources. The
results answered most of the committee's objections. It
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was shown that site values were of the same order of
magnitude as orthodox rateable values, that the work
involved in valuing sites only was much less than by the
orthodox method, and that it could be accomplished
speedily.
What is of importance to this enquiry is the extent of
the redistribution of the rate charge likely to be affected
by site value rating. The pilot survey shows that in the
case of Whitstable Urban District, assuming no largescale exemption, rates on houses, bungalows, flats, and
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maisonettes would be reduced by 50 per cent under site
value rating, compared with the present orthodox method.
The main political argument against reducing central
government grants to local authorities is, that the increase
in rates which would necessarily follow would place an
intolerable charge upon house-holders. On the best evidence available, it appears that the introduction of site
values as the basis for the local rates would enable local
authorities to double their rate income without any increase in the aggregate rate charge falling upon householders. In such circumstances central government grants
could be dispensed with.
Costs of providing local services such as housing, schools,
and sewage farms would certainly be reduced. A major
problem in local affairs is the purchase of suitable land;
the rating of site values would increase the quantity of
land on the market and deflate its price . . .
Results obtained from one small town in the southeast of England are not sufficient to form the basis for
policy to cover the whole United Kingdom. But the pilot
survey does suggest that the introduction of site value
rating as the basis of local taxation would enable the full
responsibility for meeting local expenditure to be placed
on local authorities and those who directly elewt them.
It follows inevitably that local expenditures would be
pruned, wastages reduced, while the operation of the rate
itself would bring about some reduction in the costs of
providing many services. Further, since site values themselves are dependent in part upon the quality and quantity of public services in the area, local authority expenditure would directly affect their income base. With a
statutory limitation on poundage to be levied, the possibility arises of subjecting local authorities to the same
discipline, demanding efficiency and restraint in expenditure as currently applies in the private sector.
By itself, the reform of local government finances is
unlikely to have a significant effect in reducing the impact
of public authorities' expenditure on the national product. Indeed, if site value rating were introduced merely
as a means of providing additional taxation, it would do
APRIL & MAY, 1968

little or nothing towards solving the fundamental imbalance within the whole economy. It is vitally important
that any saving made by the Chancellor of the Exchequer
from stopping grants to local authorities should be disbursed in such a manner as to reverse the post-war trend
of increasing taxation to meet increasing expenditure.
OPPORTUNITIES FOR TAX REDUCTION
On the basis of the 1966 figures, the reform of local
finances would show as a saving of up to £1,561 million
to the central government, so presenting the Chancellor
with a number of opportunities for tax reductions and reform. For example. National Health and Insurance contributions totalled £1,797 million in 1966, and although
the scheme may have originally been envisaged as insurance, today these contributions form part of aggregate
taxation as much as any other particular item. Employers' contributions are a non-selective (apart from age and
sex) employment tax, and it would be more honest and
efficient to amalgamate them with the SET. In practice
both are paid and collected together and there would be
advantages in keeping them together in the accounts. Employees, self-employed and non-employed contributions are
poll taxes. Much is made politically of the regressive
nature, as at present levied, of local rates, but these socalled contributions are much more so. For an employee
earning £14 a week after PAYE the rate is five per cent,
for one earning £28 a week it falls to 2 | per cent, and
so on. They should in justice be abolished. At the 1966
rates this would represent a loss of income to the Exchequer of £895 million, but after adjustment of income
tax the net loss would be less.
Coupled with such a step could be the abolition of
family allowances, making a gross saving of £156 million, plus a further £5 million a year in administration expenses. At least 60 per cent of families currently pay
more in National Health and Insurance contributions than
they receive by way of family allowances, and would be
better off on balance. Not more than about 15 per cent,
would definitely incur a loss on balance, and these and
any other cases of need could be compensated by increasing the child allowance forming part of unemployment
pay, pensions, national assistance and tax allowances.
So a start becomes possible, without creating small
pockets of hardship, in dismantling the expensive Robin
Hood arrangement mistakenly labelled welfare. Saving on
administration expenses is important since these have
been growing rapidly. For example, so far as family allowances are concerned, in ten years the total paid out
as allowances has grown by 30 per cent, but administrative
expenses are up by 80 per cent.
On the basis of the 1966 figures the Chancellor would
have had a further £800 million to be used to adjust the
employment tax and other company and self-employed
taxes. Adjustments and reliefs would be advisable, since
the sites used by shops, hotels, public houses, banks,
cinemas and offices would become highly rated. One of
the arguments put forward by the Chancellor in support
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of the SET was that service industries did not in general
carry a reasonable share of taxation. A site value rate
would remedy this with much finer selectivity. For example, a Cornish hotel would not pay the same weight
of tax as one in Piccadilly.
LAND COMMISSION

A STEP

BACKWARDS

It is incredible that in the face of mounting difficulties,
successive governments have been allowed to remain
apathetic to the reform of local finances, since this appears to be a key to the solution. It is now fifteen years
since the report of the Committee of Enquiry on the
Rating of Site Values was published; it is fourteen years
since the development charges were abolished; and four
years since the Whitstable Report showed that site value
rating might be a practical proposition. It is perhaps understandable that a Labour government now wedded to
socialist theory should not wish to promote such measures. Reforming local finances on the lines suggested
would strengthen the position of local authorities; while
inherent in socialism is the idea of centralised power and
control. In this respect the Land Commission Act 1967
puts the clock back twenty years, for included in the Act
through the "betterment levy" is an attempt to appropriate
to the central government a possible base for an adequate
local tax. Many authorities doubt the practicabiliy of the
new Act, and the Conservative Party has promised repeal upon return to power. It is difficult to understand
why the whole subject remains untouchable as far as
Conservative governments are concerned, unless it is
that emotions roused at the turn of the century still
run strong. Such matters are raised from time to time
in the Liberal Party, but their parliamentary members
prefer to talk of the structure of local government rather
than its financial base and its implications for the
national economy.

RATING OF EMPTY PROPERTIES
^HE

LOCAL GOVERNMENT ACT 1966 provides
that, if the local authority so resolves, half rates
will be payable on buildings in its area unoccupied after
three months, and new houses unoccupied after six

months. At the end of 1966 only one local authority had
so resolved.
Since then it has been announced that fifty-nine
authorities are now rating unoccupied property and
fifteen others had resolved to do so from April 1, 1968.
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Unhappy

Birthday

for

the Land Commission
Q N APRIL 6 the Land Commission celebrated its first
anniversary with the record of having collected
£500,000 in betterment levy at a cost of £3,200,000 and
having become the owner of only two acres of land. The
Daily Telegraph, April 5, reported Mr. W. H. Cauthery,
the Commission's Director as saying: "We shall have
to be judged by what we do in the next few years rather
than in our first year, which was bound to be very largely preparatory."
Of the £3,200,000 spent, £950,000 was for preparing
a survey of available land and negotiating to buy. Staffing the Land Commission (1,400 civil servants) and expenses accounted for the rest. But in addition to this more
than £1 million has been spent on the Commission's behalf by other government departments, such as the Inland Revenue, which helps to collect the levy.
The Land Commission's chief setback has been the
scarcity of suitable development land to acquire. Builders, it seems, have most of it in their hands already.
Apart from land shortage, the Commission blames
compulsory purchase delays for the fact that after its first
year it owns only two acres. Negotiations for a total of
1.500 acres are in progress, but, says the Telegraph, this
is a far cry from the claim made by Mr. Willey, the former Minister of Land and Natural Resources, that the
Commission would have to provide land for 500,000
houses each year.
An indication of the book work involved is given by
the following figures of the 1,100,000 transactions notified to the Commission this year. District Valuers estimate
that 90,000 cases might be liable for levy. The Commission has so far examined 60.000 of these and charged a
levy in only 3,250 cases.
"Contrary to the Government's claim that the Commission would stabilise the price of land," concludes the
Telegraph, "prices are continuing to rise. Even outside
the London area a plot for a new house or flat has reached £1,000 or more. Before the advent of the 40 per cent
levy, the price of an equivalent plot was generally £700
to £800 in areas of sustained demand."
We continue to predict that this pusillanimous Land
Commission Act will suffer the same fate as the financial
provisions of the 1947 Town and Country Planning Act.
ON TARGET!
"J'VE HEARD enough about the poor Europeans
and how they might retaliate to import quotas.
What more could they do to discriminate against
our goods?
"The Common Market isn't a free trade group,
you know, it's the greatest bunch of protectionists
on earth."
—Washington official quoted
in the Evening Standard, March 15.
LAND & LIBERTY
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Michael D. K. Turner
TUDGMENT is a difficult art to acquire. Some say it
can be gained only at the expense of costly mistakes.
I do not think so. I am going to suggest how readers
may obtain a measure of financial judgment at no more
outlay than that of writing a few postcards each month.
It works like this. Every month I will mention one or
two leading companies who have just completed their
accounts, and anyone who writes to the Registrar of
each company for a copy of the annual report and
accounts will receive a first-class guide to the operations
of these major concerns. The Chairman's statement is
always well worth close attention, so here goes for the
first company.
-K
The Bank of London and South America is hardly
known in domestic circles, but has a top-rate international reputation. As well as having a chain of branches
in South and Central America, it is prominent in the
Eurodollar market in London and in Europe and has
many commercial and financial links elsewhere.
Its chief, Sir George Bolton, is always listened to with
the greatest respect, as he never hesitates to speak his
mind. This year he talks about "the unmitigated disaster
of sterling devaluation," the "foolish attempt to join the
E.E.C." and "government deficit spending, combined with
a permissive monetary policy that allows continuous inflation, really involves a massive swindle . . . perpetrated on the great majority of the populace who are
least able to protect themselves against the consequences."
Whatever else my readers do, I recommend that they
send for a copy of Sir Georges' review.
Next we have Mr. Walter H. Salomon reporting on the
affairs of Rea Brothers Limited, a small but growing
private bank. Mr. Salomon is a splendid figure—he once
took on the Ctistoms and Excise when he thought he
had been charged too much on an imported camera and
finally won his legal battle, with the result that every
citizen now pays less customs duty than before. Characteristically, he talks about "unfair and inequitable
taxes and retrospective legislation . . . all these matters
looked upon together are a continuous attack on the liberty of the individual, for, historically, liberty is very
rarely taken away in one step, but it is eroded by legislation of this sort, which paves the way for a totalitarian
state. The excuse for introducing measures such as those
mentioned—and this includes also the exchange controls
on travel—is that they are in the national interest. This is
an absolute travesty of the truth, for they are harmful
both at home and to our image abroad,"
APRIL & MAY, 1968

Rea Brothers has made a capitalisation of reserves on
a one for ten basis, and, rather sadly, the official view
has been that this amounts to giving shareholders something they did not already possess. Many investment
trusts of the late Harley Drayton Group used, as a
matter of policy, to make periodic one for ten rights
issues, since a great number of small shareholders could
save a regular amount each year, and liked to have the
opportunity of subscribing at fixed intervals for more
shares. This sensible method of helping savings was torpedoed by the 1965 Finance Act and sunk without trace;
another lamentable step in the wrong direction.
*
Lamentable, too, has been the operation of the jungle
of capital gains tax on the Alliance Trust Company Ltd.
This investment trust, which has been operating for nearly a hundred years from Dundee, was formed specifically to invest in the United States. With assets now exceeding £107.000,000,
the Chairman, Mr. D. F.
McCurrach, knows what he is talking about. Not only
have Alliance twice made substantial contributions to
the country's dollar war chest within two generations, but
between 1945 and 1965 they transmuted S26| million of
dollar pool assets into investments worth $86 million
and were collecting a return of 9.5 per cent, on their
money. Now, that part of the dollar premium has to be
surrendered to the Bank of England, and what is placed
to official reserves remains worth just that sum and
produces little if any income.
The effect of penal taxes and crippling restraints has
been to diminish our dollar assets and weaken our position. Devaluation will bring further confiscation. It is a
sorry tale from one of our most far-sighted companies.
*
Professor Nordhoff has just died—he was in charge
of the incredibly successful Volkswagen plant in Germany
and endorsed the German slang expression "Entplanung,"
meaning "to jettison all planning," as the best method
of creating a take-off in the economy.
Lastly, this month brings the anniversary of the birthday of Lord Byron, who died for freedom in Greece in
1824. His statue is now isolated half-way across a
widened Park Lane close to Hyde Park and hard by the
Hilton Hotel, but the customary wreath from John
Murray is there yet again. It bears the simple words
"From His Publisher" and perfectly expresses the unostentatious behaviour that once gave this nation its moral
and commercial ascendancy.
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Addresses
The Registrar, Bank of London & South America
Limited, 40 Queen Victoria Street, London, E.C.4.
The Registrar, Rea Brothers Limited, 36 King Street,
London, E.C.2.
The Registrar, The Alliance Trust Co. Limited, 64
Reform Street, Dundee, Angus,
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Tj"EW PEOPLE today would contend that citizens in
the Western democracies enjoy full economic freedom or absence of any restraint upon their power to produce, exchange, and enjoy the fruits of their labour. In
the political sphere, however, no public figure ever suggests that citizens do not enjoy political freedom, understood as the legal power of marking a piece of paper
allegedly to elect a member to represent their own views
in a governing assembly.
The atmosphere of political frustration in the West
has now become so obvious that leading British politicians
acknowledge the danger. Mr. Quintin Hogg, spokesman
for home affairs for the Conservative party, expresses
"alarm at the growing move away from democracy and
Parliamentary government, the cynicism of dictatorship."
This has the ring of sincerity, but, as reported, he probes
no general cause of the situation and points to no remedy
beyond supporting his own party's package-deal policy
60 little different in principle from that of the Labour
government. The present government, with a minority
of total votes in its favour, has a dictatorship in Parliament. Even so, it is unable to secure against trade union
power, the citizen's right to work or to defend the public
against destructive embargoes on production. Mr. Quintin
Hogg considers neither the feelings of those 45 per cent
of voters who at British elections fail to secure any representation, nor those more discriminating electors who
support neither package deal in its entirety nor those electors who dissent from the policies of the planned economy
and of Britain joining the EEC, which all political parties accept. If the elector finds his vote is useless he must
inevitably become apathetic or else consider some violent
means of enforcing his opinions.
But Mr Hogg's comparison of the present atmosphere with
that of Germany under the Weimar Republic has much
point, although he might have stressed the element of
inflation in both cases. The ugly head of racial-nationalism can be seen emerging in many democracies hitherto
exempt. These emotional uprisings have always endangered the spirit of toleration without which democracy
cannot function.
Both nationalism and the planned economy concur in
the return to the herd mind. But whereas the appeal to
hate persons different from ourselves evokes something in
one's animal nature, the appeal to raise gross output by
xy per cent evokes nothing but bored cynicism. And it
perverts reason and judgement. For years the voices of
authority on radio, and in the press, have accepted
the planned economy as no more to be questioned than the force of gravity. With monotonous regularity we are told we must damp down the overheated economy or give a shot in the arm to the stagnant economy;
that we are paying ourselves more than we earn and consuming more than we produce; that it is more profitable
for us to supply foreigners with goods than ourselves.
The misuse of the word "we" on a background of metaphor and absurdity renders the mind incapable of any
real thought on the subject. And nor can it arouse en50

Planning De
Funer
FRANK D U P U
"Voting is regarded not as a public trust, but as a means
thusiasm. British people do not walk in procession with
the National Plan in their hands calling for Chairman
Harold; they privately damn all politicians and regard
betting coupons of more value than voting papers.
For this inertia pseudo-democracy is partly to blame
by its assurance that merely by some form of voting
people govern themselves. We need some outstanding
planner, honest enough, like the Duke of Wellington, to
tell the people that all they have to do with the laws is
to obey them. Then the people might be warned of the
dangers of entrusting such power to experts and politicians. Before universal franchise it was not possible to
delude the masses that public misfortunes were due to
themselves and not to their rulers.
The short answer, I think to the question why the
general public have become cynical and frustrated about
politics, is that progressively for the last forty or fifty
years, people have ceased to apply their native common sense to economic problems and have delegated their
thinking to experts who ignore economic laws in favour of
the artificial ones of the planned economy, based largely on
the Keynesian theory of currency manipulation. Thus the
elector's power is limited to secondary matters. He feels
that he is powerless and loses confidence in the democratic process. Instead of calling for the reform of the
electoral system so as to enable all electors to have an
effective vote, people remain cynically indifferent to
electoral injustice.
During this period the over-riding consideration for
all power - seeking
groups has been to
allay fear of mass unemployment. Neither
politicians, nor accredited experts, nor the
general public have
tried to elucidate the
cause of this unnatural
phenomenon, so all
attention
has been
directed to short term
expedients, leaving the menace to recur periodically.
In these circumstances Keynes' book, 1936, came
a propos. For thousands of years the economic theory of
surmounting immediate difficulties by manipulating currency and credit has, of course, been put into practice by
governments and private tricksters alike. But put forward
academically in hundreds of pages with graphs and statLAND & LIBERTY
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istics it appeared new and impressive. This cure for unemployment had all the political advantages. It enhanced
the prestige of the intelligentsia, both Left and Right; it
conflicted with no party's power; it threatened no powerful selfish interest; it put the burden upon the poorest
and weakest sections who would not recognise it, while allowing moralists, by pleading ignorance of economics,
to pass by on the other side.
The masses neither read nor tried to understand the
theory, but its reputation gave them the impression that
mass unemployment could be prevented only by great
public expenditure; indeed highly placed economists have
advocated deficit spending for that very purpose. Thus
any public man who resisted heavy taxation and financial
waste could be denounced as an advocate of unemployment. So under universal franchise, the people have lost
that essential safeguard of freedom, the spirit to resist
confiscation of their earnings.
The real purpose of taxation—to provide public services—
has been forgotten. Socialist governments have sought to
use it as a weapon to make the poor richer by making
the rich poorer so that taxation is now regarded as a
means to control everybody's earning and spending.
But this does not explain why, not so very long ago,
confidence in democracy was firm and why our forbears
made such sacrifices to obtain electoral power.
The ultimate object of human association is mutual
defence of life and property against encroachment from
outside or within the association. People unconsciously
recognise this by seeking to move from places where taxation is most destructive to where it is less so. And property in the universal meaning is not land and buildings
held according to the various regulations of time and
place, but material things produced by people for themselves. Our lesson is most clearly demonstrated in a
simple village community before the exercise of aggressive power by some members over others has obscured
the picture. In such a society the problem of regulating
the economy does not arise; the economy regulates itself
spontaneously; experts are not required. For all who
wish to provide for themselves there is no unemployment
problem, the use of land being open to all on equal
terms. And land is the basis of all production, however
elaborate.
As society developed the spirit of this natural organisation was not entirely extinguished. Feudal monarchs
pould not seize property arbitrarily; they had to Tely for
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revenue on dues which, however imperfectly, were a form
of rent. Even when the system began to break up and
the unemployment problem emerged with the Tudor enclosures, the government still drew most of its revenue
from rent and the majority of the population still retained traditional rights to land and recognised the value of
property as essential to personal freedom. When such a
popular despot as Henry VIII sought to impose taxation
or debase the currency the demeanour of the people
taught him it was easier to seize the rents of the monasteries. When Elizabeth granted monopolies to powerful
interests she had to withdraw them; and she was obliged
to exercise strict economy in administration. This spirit
and the rights on which it was based proved a more effective means to protect the liberty of the subject than universal franchise, although these rights find no place in
the United Nations Declaration of Human Rights recently
celebrated with such faint enthusiasm.
The spirit of resistance to over-government persisted
under limited franchise. Those British people who in 1832
risked imprisonment in their efforts to reform the voting
system were not bemused by democratic slogans; they
wanted a means to check taxation, abolish restrictions and
reduce the cost of living. And under the subsequent system of two and three-member constituencies, allowing
electors considerable range of choice, they were able to
abolish trade monopoly. The benefits of this were so obvious that protectionists were powerless for seventy
years. But when in 1885 the franchise was extended to all
male adults the vote had acquired such a mystique that
electors could not see that at the same time the elector's
power had been largely cancelled out by reducing constituencies to single-member representation, thus nullifying all votes except those cast for the first past the post.
Inevitably the party organisations became more rigid and
dominant over voters and M.Ps. alike. Although the general political atmosphere changed slowly and popular
controversy was sufficiently active and informed to enable reformers to oblige the Liberal Party to adopt land
value taxation as part of its policy, the advance of political monopoly continued. In the struggle for power both
Liberals and Conservatives found it easier to capture the
votes of the landless by advocating welfarism than by
measures to abolish the cause of poverty. And as welfarism
requires ever increasing public expenditure, heavy taxation
is now regarded as an advantage. Thus the foundation
on which British Parliamentary government grew up and
developed, the spirit to resist taxation and curb public expenditure, has been swept away. Voting is regarded not
as a public trust but as a means to secure favours from
governments. But as everybody cannot live at the expense
of everybody, electors are forever disappointed and they
feel voting is an illusion.
The rational course for those electors who feel democracy is a sham would be to demand abolition of the
rotten boroughs leading to party dictatorship. This could
be accomplished by the reform, long advocated, known as
the single transferable vote in the multi-member con-
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istics it appeared new and impressive. This cure for unemployment had all the political advantages. It enhanced
the prestige of the intelligentsia, both Left and Right; it
conflicted with no party's power; it threatened no powerful selfish interest; it put the burden upon the poorest
and weakest sections who would not recognise it, while allowing moralists, by pleading ignorance of economics,
to pass by on the other side.
The masses neither read nor tried to understand the
theory, but its reputation gave them the impression that
mass unemployment could be prevented only by great
public expenditure; indeed highly placed economists have
advocated deficit spending for that very purpose. Thus
any public man who resisted heavy taxation and financial
waste could be denounced as an advocate of unemployment. So under universal franchise, the people have lost
that essential safeguard of freedom, the spirit to resist
confiscation of their earnings.
The real purpose of taxation—to provide public services—
has been forgotten. Socialist governments have sought to
use it as a weapon to make the poor richer by making
the rich poorer so that taxation is now regarded as a
means to control everybody's earning and spending.
But this does not explain why, not so very long ago,
confidence in democracy was firm and why our forbears
made such sacrifices to obtain electoral power.
The ultimate object of human association is mutual
defence of life and property against encroachment from
outside or within the association. People unconsciously
recognise this by seeking to move from places where taxation is most destructive to where it is less so. And property in the universal meaning is not land and buildings
held according to the various regulations of time and
place, but material things produced by people for themselves. Our lesson is most clearly demonstrated in a
simple village community before the exercise of aggressive power by some members over others has obscured
the picture. In such a society the problem of regulating
the economy does not arise; the economy regulates itself
spontaneously; experts are not required. For all who
wish to provide for themselves there is no unemployment
problem, the use of land being open to all on equal
terms. And land is the basis of all production, however
elaborate.
As society developed the spirit of this natural organisation was not entirely extinguished. Feudal monarchs
pould not seize property arbitrarily; they had to Tely for
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revenue on dues which, however imperfectly, were a form
of rent. Even when the system began to break up and
the unemployment problem emerged with the Tudor enclosures, the government still drew most of its revenue
from rent and the majority of the population still retained traditional rights to land and recognised the value of
property as essential to personal freedom. When such a
popular despot as Henry VIII sought to impose taxation
or debase the currency the demeanour of the people
taught him it was easier to seize the rents of the monasteries. When Elizabeth granted monopolies to powerful
interests she had to withdraw them; and she was obliged
to exercise strict economy in administration. This spirit
and the rights on which it was based proved a more effective means to protect the liberty of the subject than universal franchise, although these rights find no place in
the United Nations Declaration of Human Rights recently
celebrated with such faint enthusiasm.
The spirit of resistance to over-government persisted
under limited franchise. Those British people who in 1832
risked imprisonment in their efforts to reform the voting
system were not bemused by democratic slogans; they
wanted a means to check taxation, abolish restrictions and
reduce the cost of living. And under the subsequent system of two and three-member constituencies, allowing
electors considerable range of choice, they were able to
abolish trade monopoly. The benefits of this were so obvious that protectionists were powerless for seventy
years. But when in 1885 the franchise was extended to all
male adults the vote had acquired such a mystique that
electors could not see that at the same time the elector's
power had been largely cancelled out by reducing constituencies to single-member representation, thus nullifying all votes except those cast for the first past the post.
Inevitably the party organisations became more rigid and
dominant over voters and M.Ps. alike. Although the general political atmosphere changed slowly and popular
controversy was sufficiently active and informed to enable reformers to oblige the Liberal Party to adopt land
value taxation as part of its policy, the advance of political monopoly continued. In the struggle for power both
Liberals and Conservatives found it easier to capture the
votes of the landless by advocating welfarism than by
measures to abolish the cause of poverty. And as welfarism
requires ever increasing public expenditure, heavy taxation
is now regarded as an advantage. Thus the foundation
on which British Parliamentary government grew up and
developed, the spirit to resist taxation and curb public expenditure, has been swept away. Voting is regarded not
as a public trust but as a means to secure favours from
governments. But as everybody cannot live at the expense
of everybody, electors are forever disappointed and they
feel voting is an illusion.
The rational course for those electors who feel democracy is a sham would be to demand abolition of the
rotten boroughs leading to party dictatorship. This could
be accomplished by the reform, long advocated, known as
the single transferable vote in the multi-member con-
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stituencies; a system by which electors have a wide range
of choice and votes have, as near as possible, an equal
value. But as long as faith in the planned economy endures the general public are not likely to exert themselves for this purpose. If the nation is just a big business
corporation, the man on the shop floor is not likely, in
addition to his own troubles, to take on those of the
management board—and to do for nothing what others
are highly paid to do.
The paralysis induced by the planned economy may
be observed in some small countries with better electoral systems than Britain. In Denmark the larger parties
have changed the rules in order to suppress smaller parties: in Eire the dominant party is making the same effort.
Only in Switzerland, where property is widespread, welfarism voluntary rather than state controlled, and the franchise not so universal, democracy appears still unshaken.
Moreover, as the power of the central government is
strictly limited and all contentious measures liable to be
referred to a general referendum, the organisation does
not lend itself so easily to the big business state.
The decision of a majority—or a supposed majority—
is not a heaven-sent revelation of truth, only a practical
alternative to deciding public questions by violence. If
the system does not sufficiently allow for independent discussion, so that a well informed minority can exert due
influence, democracy leads only to the tyranny of the
majority; and where most voters are landless the majority
are likely to be misled by demagogues.
Political freedom is a misleading phrase; freedom is
absence of restraint, politics is concerned with power. The
so-called economic questions discussed in Parliament are
not on problems of economic law, which operates naturally, but on how to distort its operation. Political and
economic freedom, in any useful interpretation, are not
two but one.
The progress of truth requires the dissipation of myths
by active discussion. If the present situation leads to the
dissipation of some political myths, it might lead to the
dissipation of some economic fallacies also.

Dangers of Unlimited
Democracy
" I T IS greatly to be regretted that the word democracy
should have become indissolubly connected with the
conception of the unlimited power of the majority on particular matters . . . If it is insisted upon that democracy
must be unlimited government, I do indeed not believe in
democracy . . . There is no reason whatever to expect
that an omnipotent democratic government will always
serve the general rather than particular interests."
These conclusions are reached by Professor F. A.
Hayek in a new IEA Occasional Paper. *The Confusion
of Language in Political Thought. He has written the
•Institute of Economic Affairs, London, S.W.I.
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paper because he believes that serious economic and political discussion has been "vitiated by the ambiguity of
some of the key terms, which for lack of more precise
ones we have constantly to use." But his criticisms of
unlimited democracy are not an attack on representative
government.
"The fathers of liberal constitutionalism were surely
right when they thought that in the supreme assemblies
concerned with what they regarded as legislation proper,
those coalitions of organised interests which they called
factions and we called parties should have no place . . .
"If we want democratic determination not only of the
coercive rules which bind the private citizen as well as
the government, but also of the administration of the
government apparatus, we need some representative body
to do the latter."
Elsewhere in his paper Professor Hayek draws attention to other confusions arising from present terminology
and he emphasises that:
"Not all order that results from the interplay of human
actions is the result of deliberate design. Yet the connotations of the term 'order' are apt to conceal the fundamental truth that all deliberate efforts to bring about
a social order by arrangement or organisation take place
within a more comprehensive spontaneous order which is
not the result of such design."

VISIONARIES WANTED
A RECENT advertisement for three grades of economist to work for the Board of Trade, with salaries
ranging from £926 to £4,500 called for the usually accepted qualifications. The description of tasks involved, however, is interesting. It appears that the posts will be concerned with the application of economic analysis to public policy issues in an advisory capacity, including international trade and commercial policy, industrial policy,
competition, monopoly, etc.
From this it might be assumed that the government
is really hoping to get to grips with economic problems.
It would take a bold visionary, however, to state categorically (assisted by statistical information) that our system of land ownership is the mother of all monopolies;
that other monopolies can be attacked only by measures
to improve competition, e.g., the removal of restrictions
on one hand and privileges on the other, and that our international trading position can be strengthened only by
abandoning protective policies, establishing a sound currency and allowing it to find its own exchange level in
world markets.
Unfortunately, those who will be appointed are more
likely to spend their time producing false reasons for
granting Industrial Development Certificates in the North
East rather than in the South, advising on the need to
retain Office Development Permits, examining justifications
for amalgamations, listening to pleas for anti-dumping
tariffs, and licensing the importation of a whole variety
of products which are made more cheaply abroad.
LAND & LIBERTY
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Mr. W. J. Cadman's reply to the motion "Proudhon was right—property is theft"
at the Enfield Debating Society last month
J F , AS PROUDHON asserts, "all property is robbery,"
if no one can in justice become the possessor of any
article, it follows that no man can have any right to the
food he eats. If the food is not his before he eats it, it
cannot be his after he has eaten it. From this it would
seem that a man has no right to his own body; indeed,
we must conclude that a man has as much right to his
neighbour's body as to his own.
To deny the right of individual private property, therefore, inevitably lands one in absurdity!
The only sensible way to ascertain what are the rights
of property is to look first at the essential facts of our
life on this planet. We come into this world possessed of
no property whatever and on arrival here we find that one
thing only is given to us which is both free and readymade. This one thing is fresh air.
To get the food, clothing and shelter which are essential if we are to survive, nature bids us work. Now nature
is fair. Apart from fresh air nature provides nothing ready
made, but she does provide a storehouse of raw material upon which we can work; she provides us with land.
Man, therefore, labours upon the land, and is thus able
to bring into existence all those tangible material things
which we term wealth.
There are now two points which need to be stressed.
First, nature is inexhaustible. So that, provided we all
have access to natural resources, whatever wealth a man
makes by his exertions should not prevent another from
making whatever wealth he requires so long as he is prepared to work. Secondly, the wealth we make, and retain
as our property, is really of temporary possession only,
for from the moment of making any wealth, it begins to
change back into original matter. Some forms of wealth
will last for but a few hours—fresh milk is one example,
others will last for various longer periods. There are
very few forms of wealth which will last long enough to
pass on to the next generation. The truth is that mankind lives from hand to mouth.
The right to possess private property springs from the
fact that the individual has, by his labour, produced it. It
is, so to speak, an extension of his personality. As a man
belongs to himself, his labour when put into concrete
form, belongs to him also.
It has been shown what is the rightful basis of private
property. How is it, then, that Proudhon had this idea
that property is theft? Probably because in his day as in
our own, through long-established custom, were tolerated
forms of ownership based upon force and fraud which can
only be described as immoral private property. Chattel
APRIL & MAY, 1968

slavery at once springs to mind as an outstanding
form of immoral property. Slavery is, fortunately, now
a thing of the past in most parts of the world. But shortly before the American civil war, when slavery was being
hotly attacked, one argument in its defence went something like this:
"Here is a widow. All her husband has been able to
leave her, after a lifetime of toil, is a half-dozen slaves,
all of which he bought with honestly earned money.
Would you now free those slaves, and thus put this
woman in a condition of penury?"
Arising out of this kind of argument is a vital principle which we should note. It is this:
If you possess some property which has both legal and
moral sanction and you exchange it for property which
has only legal sanction, you cannot claim that the moral
sanction attaching to the property you have disposed of
now attaches to the new property you have acquired.
Though chattel slavery is no more, there remain other
forms of immoral property in our midst. The chief of
these is private property in land, an institution which in
its most extreme forms is even worse than chattel slavery.
Land is not wealth. The truth of this is apparent if we
consider that if one man, the only inhabitant, owned the
whole Earth he would quickly starve to death unless he
constantly exerted himself in productive work. A landowner regarded solely as a landowner, contributes nothing to production, but takes wealth from others. We are
indebted to Ruskin for reminding us that, from an
economic point of view, there are only three classes,
namely working men, beggarmen and thieves. One can
only acquire wealth by work, by gift, or by theft!
Throughout history many famous men have condemned the robbery which private landownership entails. One
can go back as far as Moses, who legislated against land
being permanently alienated from its original possessors.
Because the Mosaic law on the subject was not kept, we
find Isaiah thundering against those who joined field to
field. In ancient Rome, Tiberius Gracchus fought to the
death to revive the Licinian Laws limiting landholding.
Coming nearer to our own times, Thomas Spence delivered a lecture to the Newcastle Philosophical Society, in
1775, in which he proposed that the land in each parish
should be vested in the parish authorities and rented out
to individuals. Thomas Carlyle in his history of the
French Revolution condemned the robbery which landownership entailed. In the mid-19th century, Herbert
Spencer brilliantly attacked landownership in his Social
Statics, and compared it with murder.
Both Tolstoy and Cardinal. Manning had some biting things
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to say on the subject, and in the early 1900s Winston
Churchill attacked land monopoly in brilliant speeches
which have seldom been equalled, speeches which read
as true today as when they were delivered.
Let us, though, forget this cloud of witnesses for the
moment, and look simply at the facts for ourselves. Suppose a man takes a fish from the English Channel and
calls it his property. There is surely nothing wrong with
that. But now suppose a man claims the English Channel
itself as his property, and forbids all other people from
fishing therein. Would not that be grossly unjust?
But the same arguments must apply to dry land. If a
man plants a field with seed and in due time reaps the
harvest, that harvest is undoubtedly his private property,
for his labour has produced it. But does the act of sowing the seed give him the right to claim that field is his
property, for ever?
Every man needs sufficient space on which to build his
house. But does the natural right to enough space justify a man in claiming ownership of thousands of acres
principally in order to charge his fellow men for the
right to live?
Private landownership disinherits the mass of the people
from any share in what the Creator has provided for the
sustenance of all. Did the Creator intend that men should
have to buy space on this Earth, from some of their
fellow men? Without doubt this is the supreme wrong in
our civilisation. We rightly permit private property in the
products of labour; this is, in fact, the first step in civilisation, but we wrongly permit private property in the
Earth itself.
Proudhon was almost certainly right in thinking that
the French aristocrats of his day had not acquired their
wealth honestly, but he did not discover how the theft
was taking place. Had he lived for another fourteen years
he might have stumbled on the truth. For in 1879 was
published Henry George's Progress and Poverty, a
book which made plain the reasons for poverty keeping
pace with progress, and the reason why the bulk of the
world's wealth finds its way into the hands of comparatively few.
Two kinds of value arise in society. The first is that of
tangible, material wealth that is the result of man's conscious efforts. This wealth is rightly private property.
The second is what is produced by the efforts of the community as a whole; a value that one can say is unconsciously produced, and which is not the result of any
one man's work. This second kind of value attaches itself to land and is expressed as the rental value of land;
being the result of communal activity it should belong
to the community as a whole.
By patient study of the natural physical laws and by
working in harmony with them men have invented and
perfected the motor-car, the aeroplane, and numerous
other marvels of our modern civilisation. It is no less
true that there are unchanging moral laws which if we
obey them, we prosper. If we disobey them, we suffer.
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We must conclude, therefore, that tangible, material
wealth, produced by labour from land, is rightly private
property and should not be subject to taxation while the
rental value of land remains uncollected for communal
purposes.

NO-DEPOSIT HOUSE MORTGAGES
fJpHE second stage of the Government's plan to make it
easier for people of modest means to buy a house
began in April. People who choose to buy a house with
an option mortgage will be able to seek an advance of
up to 100 per cent of valuation. This is called the Option
Mortgage Guarantee Scheme. Many building societies will
join in the scheme provided funds are available.
The Option Mortgage Scheme benefits people who get
little or no income tax relief on their mortgage interest
payments. The scheme covers houses with a valuation
not exceeding £5,000.
The scheme is obviously intended to help those in the
lower income groups. But what effect, if the scheme
works, will it have on the housing market? The increased
demand for houses will increase the price. Not the building element, for competition will look after that, but the
land element, the supply of which cannot increase with
the increased demand.
This is the way of all subsidies to house buyers whatever means are adopted—as has been amply demonstrated in the past.

From the introduction to
Enquiry

into Prices and

Incomes

r p H E first wage freeze was enacted by Parliament
over six hundred years ago, shortly after the
Black Death.
The first of the great plagues swept through
England in 1349, and within a few months the
centuries-old system was fundamentally changed and
the full rigour of feudal serfdom disappeared. Wages
doubled or trebled overnight, but with the population reduced by one-third by the end of the century
there was no corresponding rise in the price of food
and other necessaries.
First by Royal Proclamation, then by Statute,
the government reacted swiftly in a determined bid
to end the peasants' bonanza. It was decreed that
wages would be fixed at pre-plague levels, and that
any previous agreements for increased wages would
be void.
Successive Parliaments re-enacted the Statute of
Labourers with ever-increasing penalties for disobedience, and a whole system of Justices and
Quarter Sessions was established in order to fix
and enforce wage rates, but all to little or no avail.
The Prices and Incomes Board is heir to a long
tradition.
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Land Allocations
Under Fire
P E T E R RHODES

I
k\ nil.,1 i
J H E SOUTH EASTERN Economic Planning Region
contains 35.5 per cent of the country's populationjust over seventeen million people. The region's population
is increasing rapidly and people are living longer and
marrying earlier so it is not surprising to find this reflected in higher land prices and consequently higher
house prices.
The average price of a new house in the South East
in the last quarter of 1967 was £5,482, of which 28 per
cent was attributable to site prices. Taking 1962 as the
base year, building costs have risen 20 per cent overall
while house prices have risen by 30 per cent to 40 per
cent.
But while land prices are very high in the south, land
accounts for only sixteen per cent of housing costs in the
North. Such a difference in land costs requires additional
explanation other than that afforded by population pressure. Now the facts are coming to light.
Under our present planning procedures the land earmarked for urban expansion is relatively fixed in supply
by the zoning allocations. In 1966 studies carried out by
the Ministry of Housing and Local Government showed
that there was "some tightness in the situation." The
Ministry now admits that although allocations vary from
county to county the situation is acute. As a result it
wants allocations to be swiftly reviewed. It is suggested
that extra housing land might be made available near
manufacturing towns with a high demand for labour or
where there is spare capacity, near road and rail services to London. The question remains: Why has the
problem not been seen before?
It is incredible to think that with all the public money
which is being spent on town planning no one has seen
this picture of distorted land availability long ago. It can
only be assumed that planning authorities have been susceptible to pressures advocating the controlled release of
relatively small parcels of land to keep prices high. It
could be argued at one time that no one county has had
a full picture of what has been happening throughout the
region. The Standing Conference on London and South
East Planning, however, has existed for a number of years
but this informed association of planning authorities apAPRIL & MAY, 1968 79

pears to have had little impact on overall land allocations.
In the circumstances it is not surprising that the South
East Regional Economic Planning Council has taken its
own initiative. The council, however, is government sponsored and it seems that planning authorities might be
losing the grip on their own destiny by acting slowly.
Led by Dr. Wilfred Burns, Chief Planner of the Ministry, a new team will be examining the south east strategy. Meanwhile the Ministry is suggesting that the Land
Commission will be the responsible agency for acquiring all necessary land for private housing. Why is all this
necessary and where will it lead?
In the first place the blame must be put on the planning
authorities for not acting. Even if they had acted, however, there is little doubt that much allocated land would
have been held for speculation, since in this country we
do not tax vacant land. As a result the cumbersome Land
Commission has been set up with its six chargeable acts
and its powers of compulsory acquisition. Taxpayers
throughout the country have to bear the burden of heavy
land acquisition costs. While the administrative machinery
grinds on and the haggling continues, prospective purchasers jostle competitively for what land is available
while building societies and insurance companies are
never quite sure whether they will have enough money
to lend. Meanwhile the landowners fall into two camps:
those who sportingly concede the 40 per cent levy (but
take advantage of the enhanced prices occasioned by the
Act itself), and those who are sitting tight on their holdings hoping that Sir Henry Wells and his gallant commissioners will ride on past when they take to the fields!
This picture provides little solace for the proponents
of land-value taxation who have been ignored for
many years in spite of the excellence of their case. How
long will the politicians remain blind to a readily available measure that has the twin effects of making land
cheaper to buy but expensive to hold?
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J. C. STEWART
y y E HAVE just reecived news of the sudden death of
J. C. Stewart, of Ballymoney, Northern Ireland. To
his wife we extend our deepest sympathy.
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Property Taxation Survey
—A Preliminary Attempt
p. R. HUDSON
f \ N E of the most interesting trends in social and
economic reform is the use of comparative international data. When it comes to property taxation, however, there seems to be little attempt in this country to
draw on the experience of others.
It could be argued perhaps, that since the taxation of
real property is so closely related to particular systems
of political development, standards and methods will vary
so widely as to be of little general value. On the other hand
it can be reasoned that the subject has been neglected
because of the strong emotional and political issues involved. While scientists throughout the world are engaged
in exchanging research information on such widely different subjects as river pollution and intercontinental visual
communication, there seems to be a serious lack of information exchange on property taxation.
Looking for some further explanation for the paucity
of data it might be assumed that of all economic studies,
that of the import of property taxation on national development is considered to be relatively insignificant;
and some would even consider the whole concept
alien to individual and social justice. In the words of
Richard W. Lindholm, however, "Individual justice can
be obtained if property tax is based on benefits enjoyed;
social justice can be obtained if the tax takes account of
society's right to benefit from the exploitation of natural
resources and from land value increases arising from
society's expansion in numbers and productivity."
Lately there has been a revival of interest in property
taxation and its effect on urbanisation, particularly in
the U.S.A., Australia, New Zealand and some developing countries. Even so, such discussion as there has been,
has been mainly confined to the specialist literature and
little attempt has been made to produce a consolidating
work in simple language unadorned by copious footnotes
on specific idiosyncracies of contemporary legislation.
In the hope of encouraging further work in this neglected field, a simple questionnaire was prepared and distributed in the first instance to diplomatic information
offices of various countries. In some cases the task of
tracking down the relevant department or authority directly concerned has proved difficult. Nevertheless, in spite
of the simple approach, it has been possible to prepare
a comparative chart of the main features of property taxation systems in thirteen countries. The tabulated results
appear opposite.
A quick glance shows that neither Malta nor Greece
have direct property taxation. In nearly all other cases
property taxes are used for local government purposes,

are assessed by professional valuation officers on the
capital value basis and are also raised on vacant urban
sites. All countries use powers of compulsory purchase
to some degree, nearly all have some form of townplanning or development control legislation and compensation tends to be paid on the basis of current market
value.
The full description of the land registration system in
Cyprus reveals that where the Federal Registration
applies (about 2/5 of the island) cadastral plans on a large
scale identify ownership parcel by parcel and give full
detail of outstanding mortgages and subsidiary interests.
Transfers may be secured in one day by application to
the Land Clerk, who, upon receipt of a 4 per cent levy,
will issue a certificate of transfer and record the necessary entry. Aliens may buy only immovable property
owned by other aliens unless consent of the Council of
Ministers is obtained.
In Sweden it appears that land value taxation has been
the subject of discussion for many years but to date no
action has been taken to exempt improvements from local
taxes. In Barbados filed reports on changing the property
tax system to one more closely related to land taxation
are pending consideration. In April, 1967, property taxation reverted to the national government administering
three tax districts.
Clearly a survey of this nature has serious limitations.
Much has been learnt from the pilot project as to method
of presentation of questionnaires and choice of words
capable of international understanding. It is hoped that
the work so far begun may be extended to build up a
comprehensive reference file of foreign property taxation
systems. The pilot study has shown the common links
of interest and approach among a small group of countries. There is much scope for exchange of information
in this field and real need to produce a model property
taxation formula capable of adjustment to varied systems
of land tenure, compulsory purchase procedures and planning legislation. From the tone of some of the replies
it also appears that there is a need in some countries for
a new vigour in property valuation techniques. There is
also a need to make political representatives more aware
of the potential income available from property taxation
and the effects of alternative systems. In this respect
South Africa, Australia and New Zealand are interesting,
since in those countries local taxation is raised by rates
on land only, in some areas, and on capital values in
others. In the latter countries there is growing strength
for the land based taxes but analysis of this movement
deserves another study.
LAND & LIBERTY
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A GENERAL COMPARISON OF PROPERTY TAXATION IN TWELVE COUNTRIES (Research by P. R. Hudson)
Tax on
Exempagricul- tions made
tural land for improvements

Annual
Property
Taxes

Local
State
National

Type of
Assessment

Official
Valuer

Tax on
vacant
land

Yes

National

N.A.V.

Yes

Yes

Yes

Local

FRANCE

Yes

Local

CYPRUS

Yes

Local

Capital
value, low
assessments

Yes

Yes

GERMANY

Yes

Local

Capital
value

Yes

Yes

GREECE

No

—

—

ICELAND

Yes

Local

Capital
value

Yes

Yes

Yes

JAPAN

Yes

Local

Capital
value

Yes

Yes

Yes

MALTA

No

—

—

SWEDEN

Yes

Local

Capital
value

Yes

Yes

Yes

No

CHILE

Yes

Local and Capital
National
value

Yes

Yes

Yes

Some

ORANGE FREE
STATE S.A.

Yes

Local

Capital
value

Yes

Yes

Yes

NATAL S.A.

Yes

Local

C.V. and
U.C.V.

Yes

Yes

Yes

Not where
C.V.
applies
Not where
C.V.
applies

Country
BARBADOS

CEYLON

Yes

Tax on
transactions

Compulsory
purchase

Existing
use value

No

Yes

Yes

Market
value

No

Yes

Added
value tax
4%

Yes

Near
Market
Value

Yes

Yes

4 % duty

Yes

Market
Value

Yes

Yes

Market
value

Yes

Yes

Percentage
tax

Yes

Market
value

No

Yes

No

Stamp
duty

Yes

Market
value

No

Yes

No

Capital
Gains Tax

Yes

Market
value

Yes

Yes

Stamp
duty

Yes

Market
value

No

Yes

Capital
Gains Tax

Yes

Market
value

No

Yes

Yes

Yes

Market
value

Yes

No

Duty

Yes

Market
value

No

Yes

Duty

Yes

Market
Value

No

Yes

None

— •

—

—

—

N.A.V.
C.V.
U.C.V.

—
—
—

Town
planning
legislation

Yes

None

Where
public
i mprovements
made

i

No, unless None
admin,
town
scheme
Yes

Compensa- Compulsory sub
tion
division
paid

Yes social Capital
Gains Tax
housing
syndicates
—

—

Net Annual Value, i.e. rental value of land plus improvements
Capital Value, i.e. land plus improvements
Unimproved Capital Value, i.e. land values only

Under
consideration

A GLOBAL GLANCE
AT LAND REFORM
From Progress, Melbourne, March, 1968
rjlHE PENGUIN SPECIAL From Yalta to Vietnam
by David Horowitz, is a searching analysis of
American foreign policy since the death of Roosevelt.
It is well documented and presents a significantly different version from the common or orthodox versions. It
is well worth reading for anyone wishing to delve a little
more deeply than the superficial treatment of the mass
media. Readers will find the discussion of the land reform issue of particular interest, and accordingly a brief
outline is here presented.
KOREA
In March, 1946, Kim's Communist Government of
North Korea divided half the existing land among three
quarters of a million landless peasants; as Horowitz
observes, "this act promoted a feeling of loyalty for his
regime from the start." In the south, the U.S. Military
Government issued a decree two years after the northern
reform whereby some 700,000 holdings were sold to
600,000 tenant families. But the Syngman Rhee Government delayed the land reform law continually; meanwhile tenants were being forced by their landlords to
buy the plots they tilled on unfavourable terms or else
be evicted. As a result of the dictatorial and reactionary
rule many peasants felt they were better off under the
Japanese.
VIETNAM
Prior to Diem's so-called land reform there were
600,000 landless peasants in South Vietnam; 2\ per cent
of land owners owned 50 per cent of the land, while 70
per cent owned
per cent. When Diem's "reform" became effective in 1959 the landless remained so, but a
maximum rent (25 per cent of the crop) had been set.
Peasants in areas formerly occupied by the Viet Minh,
which had carried out its own reform, were far from
satisfied, particularly those from areas which had been
paying no rent at all. The Diem Government not only
in effect sought to reverse the land reform of the Viet
Minh, but also launched a wave of repression which
soon resulted in insurrection and rebellion throughout
the South.
GUATEMALA
In 1953 President Arbenz decided to press forward
with agrarian reform as the keystone of his programme.
It was action under this programme that precipitated
friction between the U.S.A. and Guatemala; particularly
the expropriation of idle land owned by the United Fruit
Co., which to quote from R. M. Schneider's Communism
in Guatemala had "bribed politicians, pressured governments and intimidated opponents to gain extremely favourable concessions for itself." In March, 1953 234,000
out of 295,000 uncultivated acres belonging to the com58

pany were expropriated; in August, 1953 a further
173,000 acres in another locality were treated likewise.
The U.S. Government objected to the terms of the compensation, and began taking action, e.g., withdrawing its
limited technical assistance to Guatemala. It is perhaps
not superflous to mention that John Foster Dulles, then
Secretary of State, was both a stockholder and long-time
corporation counsel for the United Fruit Company. A
U.S. supported coup took place, and a military junta
came to power. It suspended the agrarian reform, disfranchised the "illiterate masses," passed a law against
"dangerous thoughts," and restored all lands expropriated
from the United Fruit Company, as well as abolishing
the tax on interest, dividends and profits payable to investors living outside the country. Indeed, according to
A. G. Frank's "Varieties of Land Reform" (Monthly
Review, April 1963), "at the rate at which land was distributed in Guatemala in the post-Arbenz years (1955-61),
it would take 148 years for all peasant families to receive
some land—if there were no population growth in the
meantime."
CUBA
On May 17, 1959, Castro (after a second assault on the
Communists) promulgated an Agrarian Reform Law
which affected not only three large U.S. companies, but
many Cuban land owners. This was followed by a U.S.
protest note demanding "adequate" compensation, which
Cuba was not in a position to meet. This issue undoubtedly promoted the cleavage between the two nations. Yet
the compensation offered by Castro was far from parsimonious.
VENEZUELA
According to Frank (op.cit) land reform has been
slow and has involved expropriation at extortionate prices.
As Horowitz points out, the Betancourt programme in
Venezuela, like other "reforms" promoted by the U.S.A.,
involved mainly resettlement. The break-up of large estates
is not involved, but the buying of virgin lands, their reclamation, and the rather callous transfer of peasant
populations to previously uninhabited areas. In other
words, the power of the oligarchs remains unbroken.
IRAN
This rich oil country, another sphere of U.S. activity,
had 90 per cent of the population illiterate, with 70 per
cent of the the land held by 2 per cent of the population. In 1945, although annual exports were valued at
$360 million, Iran was allowed less than a tenth in royalties, while the British Government received more taxes
from its profits than the Iranians. The nationalisation
of the Anglo-Iranian Oil Company in 1951 naturally had
some repercussions! The upshot was that despite hundreds of millions of dollars of U.S. aid being poured into
Iran, the gulf between the very rich and the poor was
widened.
A major lesson to be learned from Horowitz's book is
that "freedom" and "democracy" are futile, if not
phoney, without social justice. And the latter inevitably
and inexorably requires radical land tenure reform.
LAND & LIBERTY
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The Natural Basis
of Human
Rights
OLE WANG
"Es erben sich Gesetz und Rechte
Wie eine ew'ge Krankheit fort
Vora Rechte das mit uns geboren ist,
Yon dem ist leider! nie die Frage."
Statutes and Law are transmitted
Like an eternal disease.
The question of Rights with which we are born.
Alas, is never raised.
FAUST, PART I

J T IS significant that, at a time when "Human Rights"
is a topical theme, the debate on natural law is increasing.
The United Nations Organization have solemnly declared 1968 as "The International Year for Human Rights."
In Norway H.M. King Olav is its Protector, and the President of the Supreme Court is chairman of a committee
who will lead the campaign in this country.
Natural law is widely discussed, being variously defined as "one unalterable law indicated by nature herself,"
as "the rules of justice discernable by right reason," and
in other ways.
There is a related idea, namely that of laws of nature,
meaning the causes underlying natural phenomena. The
present writer will not presume to go further into the correlation. That would also be going beyond the object of
this article, which is to review a most interesting treatise
by one of Norway's foremost law experts*
It is a series of lectures given by Professor Castberg at
the historical-philosophical faculty at Oslo, and opens
with a survey of how the principles of natural law have
been taught, accepted and obscured through the ages, until they are now again on the up-grade, the revival being
partly due to the abhorent results to which inhuman
man-made laws have in many places led.
An instance is the change of attitude of German jurisprudence, both in theory and practice. Professor Castberg points out how natural law has influenced the new
Bonn Constitution adopted in 1949 by the German Federal Republic (West Germany). It contains many features
dictated by natural law ideas.
How these principles have fared in England is mainly
told by relating the conflict between opponents and supporters in times gone by, mention being made of the
attacks by Burke against the ideas of natural law as manifested in the French Revolution, and also of those by the
"utilitarians" under Bentham. It is also told how John
* Professor Dr. Frede Castberg, Natural Law and Human
Rights. The University Press, Oslo. Kr. 24.
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Stuart Mill, although a utilitarian and disciple of Bentham,
was an out-and-out champion of liberty and individual
right, because he took the word "utility" in a much wider
sense than material usefulness. The right of property he
founded on the individual's right to his or her own faculties, saying at the same time that it would be the height
of injustice to let the gifts of nature be engrossed by individuals. This in fact, differs little from natural law.
As regards the United States, Professor Castberg mentions that the Declaration of Independence of July 4th,
1776—the first corporative statement of human rights in
modern times—is based on natural law maxims when it
holds as self-evident truths "that all men are created
equal, that they are endowed by their Creator with certain unalienable rights" among which are "life, liberty
and the pursuit of happiness." One may wonder how a
people opening its national life with such a solemn declaration could, after less than a century, come near to absolute destruction through the "peculiar institution" of
slavery, and is still, after more than another century, seriously harassed by its aftermath. Human society, in whose
name the United Nations acts, is also afflicted with a
"peculiar institution," namely that of monopoly, most
especially of the natural resources. This and chattel slavery are both sins against natural law, and as such are
sure of retribution. The evil consequences are looming on
the horizon and cannot be staved off except by justice.
There has in the United States, as elsewhere, been much
hypocrisy and cant, but there has also been idealism as
witnessed by the following words which Professor Castberg quotes from President Kennedy's inaugural address
on 20th January, 1961:
"And yet the same revolutionary beliefs for which our
forebears fought, are still at issue around the globe—the
belief that the rights of man came not from the generosity
of the state, but from the hand of God."
Professor Castberg has interesting things to say about
natural law being partly accepted in other countries than
those mentioned above, including communist ones, and
also about its influence on international law and on the
activities of the United Nations Organisation.
There is an addendum giving the philosophical and
legal background since Aristotle.
In the above-cited paragraph from President Kennedy's address it is noteworthy that he spoke of the
rights of man as coming from God. Professor Castberg.
in his introduction, shows how from the most ancient
times natural law has been identified with the will of
the gods (or God). Church Catechism teaches that the detailed Commandments are, in fact, superflous, because
"God has from the beginning inscribed them in men's
heart, in their conscience." Or, again quoting Goethe,
with acknowledgement for the translation to Mr. F .
McEachran:
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"Ein guter Mensch in seinem dunklen Drange
Is sich des rechten Weges wohl bewusst."
"A good man, in his dark confusion,
Is well aware of the right way."
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Kennedy also said that the issues are "global." In this
sense they will, of course, be dealt with in United
Nations' International Year of Human Rights. Then a
wider scope than that of the Universal Declaration of
Human Rights adopted twenty years ago will be necessary.
The most effective way in which the United Nations
Organisation could help to secure the rights of humanity
would be to appropriately revise the Charter. Possibly, the
initiative now taken to make 1968 a "Year of Human
Rights" is the prelude to calling a conference for reviewing the Charter.
Henry George said: "If while there is yet time, we
turn to Justice and obey her, if we trust Liberty and follow her, the dangers that now threaten must disappear,
the forces that now menace will turn to agencies of elevation," and "Liberty calls to us again. We must follow

her fully; we must trust her fully. Either we must wholly
accept her or she will not stay."
Let us hope that the statesmen of the world will act
up to their great responsibility. Otherwise we may have
to experience the truth of the poem "Gericht Gottes"
by Friedrich von Lobau (1604-1655):
"Gottes Muhlen
mahlen langsam, mahlen aber
trefflich klein;
Ob aus Langmut er sich saumet, bringt mit Scharf
er alles ein."
Which Longfellow translated under the title "Retribution":
"Though the mills of God grind slowly, yet they grind
exceeding small;
Though with patience he stands waiting, with
exactness grinds he all."

Miscellany
Increase in Money Supply
] y | R . ROBIN TURTON in the
House of Commons on Tuesday,
27th February asked the Chancellor:
"What was the percentage increase
in the total money supply in each of
the three years ending on 30th
September, in 1965, 1966, and 1967,
and the percentage growth of the
gross domestic product at constant
prices in the same three periods?"
In his reply, Mr. Harold Lever
said: "The increases in the money
supply in the three years were respectively 6.4 per cent., 6.2 per cent.,
and 8 per cent., and the increases in
the gross domestic product at constant prices were 3.1 per cent., 1.7
per cent., and 1.6 per cent."
As Mr. Turton pointed out in a
supplementary: "This is the root
cause of our troubles rather than
wage-cost inflation."

Harnessing the Horse
Backwards
T F PUBLIC AUTHORITIES seek to
improve the standard of private
housing within their areas, there are
two ways they can go about it: they
can try to compel the owner to improve the property or they can make
his own self-interest work to do it.
New York City tries compulsion.
If an apartment block is found not
to comply with the building codes,
the owner is charged with specific
violations, he is allowed to retain
only $1 per month per tenant of his
rent, and the rest is spent on repairs
60

to the building. Result—the angry
owner turns out the tenants and the
building becomes empty. New York
City lost between 30,000 and 50.000
housing units last year through these
condemning proceedings.
The alternative? Adjust the property tax to raise more and more
revenue from the land assessment, and
less and less from the building assessment, and value the land at its true
market rate. How soon would it be
before landlords were improving
their properties to gain higher rents
from which to pay their increased
property tax? Note: the landlords
could not dodge this one by turning
out the tenant as the land-value tax
has to be paid whether the building
is used or not.

White Man's Medicine
N INDIAN chief who is also an
opposition Member of British
Columbia's legislature called yesterday for a ban on the sale of Japanese-made totem
poles—"otherwise
the Indians will go into the chopstickmaking business."

A

DEMOCRACY
T H E problem of democracy is
always to make politics simple
enough and responsible enough
so that the non-political public
can make itself felt—because the
non-political public is most of
the human race. There is no
use exhorting the public to "take
more interest." The first step
is to create a form of politics
which the people can follow
clearly and in which they can
participate
creatively.
Then
there will be no lack of interest.
—Herbert Agar
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Agriculture and Economic Growth in

That Shook Them!
Selective
THEdesigned
to

Employment T a x "shake out" labour
from service industries into manufacturing—appears to have been as ineffctive as it was unpopular. The
number of workers in productive industry in Britain fell last year by
335,000.

England 1650-1815. Edited by E. L.
Jones. Debates in Economic History
series. University Paperback Original.
London: Methuen & Co., New York:
Barnes & Noble. $2.85.

Imports of Manufactures from Less
Developed Countries by Hal B. Lary.
National Bureau of Economic Research. Studies in International Economic Relations—4.

LAND & LIBERTY

CASWELL BAY HOTEL

INTERNATIONAL UNION FOR LAND-VALUE TAXATION AND F R E E TRADE

HOLIDAY CONFERENCE
September 8—14, 1968

CASWELL BAY, SOUTH WALES
Accommodation at the conference hotels is now almost completely booked
but there are a number of local places of residence for late-comers. A list of
these will be sent on request.
Non-attending members of the Union are invited to enrol as associate members of the conference. The fee is £ i or $3.00 which will ensure members a
copy of the conference hand book and all conference papers and reports.
Papers and reports will be presented from England, Scotland, Wales, U.S.A.,
Canada, Australia, New Zealand, Hong Kong, Israel, West Germany, Denmark, Holland, Austria, Kenya, Jamaica, and other countries.
Subjects will range widely over economics, philosophy, and politics, and in
addition to open sessions a number of group sessions are being arranged.
Write to International Union Secretaries: 177 Vauxhall
Bridge Road, London,
for particulars, including available hotel rooms and local accommodation list.
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