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INTERNATIONAL U N I O N F O R LAND-VALUE TAXATION AND FREE 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.SA.,
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.

S.W.I.,
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The desire for compromise, the fear of
change, the pressures of sectional interests and
the love of power, continue to corrupt the
science of political economy. Wrong measures
are taken and persisted in; when repercussions
disturb the status quo, new measures are devised. Statute after statute is heaped on to our
already overburdened system of law and when
these fail to achieve their purpose yet other
laws are promulgated.
Obsessed with and bedevilled by the problems of their own creation, governments resort
to more regimentation, as though sheer obstinacy and defiance^ itself could prevail against
natural forces.

S.W.I.

The way out of the malaise in which the
world is living lies not in political and economic gimmicks, nor in all-powerful state
paternalistic or oppressive measures, but in a
return to first principles.

Established
JUNE, 1894
VOL. LXXV. No. 889

The "Prophet of San Fransisco" was a prophet indeed when he warned of the consequences of failure to administer justice and
equal rights:

177 Vauxhall Bridge Road. London.
Tel.: 01-834 4266
Annual Subscription:
U.K. and Sterling Area £1.
U.S.A. and Canada $3

In all the sciences, except one, man has learned to co-operate with natural laws, and the
results have been unprecedented advance. In
the social sciences, however, man has sought
to make his own laws. That there are such
things as moral laws may be in dispute, but
the lip service paid to them in almost every
speech on social reform clearly shows the
awareness of moral principles as clearly as it
reveals the lack of will and wisdom to implement them.
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"Where there is anything like an equal distribution of
wealth the more democratic the government the better
it will be; but when there is a gross inequality in the
distribution of wealth, the more democratic the government the worse it will be, for while rotten democracy
may not in itself be worse than rotten autocracy, its
effects upon national character will be worse . . .
"Forms are nothing when substance has gone, and the
forms of popular government are those from which the
substance of freedom may most easily go. Extremes meet
and a government of universal suffrage and theoretical
equality may, under conditions which impel the change,
most readily become a despotism. For there despotism
advances in the name and with the might of the people.
The single source of power once secured, everything is
secured. There is no unfranchised class to whom appeal
may be made, no privileged orders who in defending
their own rights may defend those of all. No bulwark remains to stay the flood, no eminence to rise above it . .
"If we trace out the laws that govern human life in
society, we find that in the largest as in the smallest
community they are the same. We find that what seemed at first sight like divergencies and exceptions are but
manifestations of the same principles. And we find that
everywhere we can trace the social law, it runs into and
conforms with the moral law; that in the life of a community, justice infallibly brings its reward and injustice its
punishment."
To where should we look for the way out? We need
first to remind ourselves that the roots of our very
existence are in the land, and that the land tenure system of any country ultimately determines the economic
condition of its people. This is no over-simplification
of the problem; it is a fact attested to not only by history but by the world around us today. Particularly is it
observable in those predominantly agricultural countries
where the landless, and consequently poverty-stricken
populations are driven to communism because no other
way out is offered.
We need also to remind ourselves that the division of
labour, the advance of industrialisation and the building
of tower blocks and space ships in no way weakens our
dependence on land. Those whose living depends upon
the indirect application of their labour to land are no less

PROGRESS MEANS POVERTY
J^ESPITE years of national progress, the plight of
the poor is worsening. Jobs are on the decline
as a result of technological change, schools North
and South are proving themselves more and more
inadequate. Medical care is virtually out of reach
of millions of black and white poor. In Mississippi,
children are actually starving, while large land
owners have placed their land in the soil bank and
receive millions of dollars annually not to plant
food and cotton.
—Peace News, April 19
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London Bridge Down
—Land Prices Up
J^ONDON BRIDGE, sold for £1,025,000 to the
American McCulloch Corporation for reconstruction in Lake Havasu City, is expected to
make at least a 600 per cent profit.
Sales of land in the Arizona resort have more
than doubled—from $500,000 to $1,000,000 a week
—since the news of the purchase.
—Morning Star, May 11

victims of the private appropriation of its rent than are
the peasants of Sicily or India.
The foundation of injustice begins with land monopoly. The setting up of landed and landless classes provides
the foundation for privilege in other forms, extending into the fields of industry and Press and government.
Restrictions on trade and on industry and subsidies
and grants to the politically powerful follow inevitably.
The non-privileged hit back by banding together in unions
and in turn seek and secure their own privileges to the
detriment of the community as a whole. Class is set
against class and man against man. Pressure groups seek
only their own advancement, regardless of the consequences to others, and their philosophy of "look after No. 1
and never mind the rest" is regarded as an attitude of
sheer self-defence.
This is all history, but from history we can learn if
only we will. "All that is necessary for the triumph of
evil is that good men do nothing." We must not count
ourselves among them.

EXTENT OF INFLATION
^ T THE END of 1967 personally owned funds in Britain on deposit in banks, in National Savings, with
building societies and local authorities, etc., amounted to
£22,034 million or £400 per head of population.
At the end of 1964 the figure was only £17,725 million
or £328 per head of a smaller population.
These figures are taken from the April issue of Financial
Statistics, a monthly publication of the Central Statistical
Office.
Thus monetary demand was increased by £4,309 million or 24 per cent over this three year period, while
gross domestic product (measured at constant prices) rose
only 5.3 per cent.
And people still argue about the cause of inflation!
They need ask themselves only one question: Who is in
charge of the nation's money supply?

WELFARE STATE
^

MAN who had a trunover of £29,000 in a year as an
exhibition decorator ran his business from his council flat in Parliament Hill. He was recently fined £25—
for failing to keep proper books of account.
LAND & LIBERTY

WHAT OTHERS ARE SAYING
Egg Bound
The Daily Telegraph, April 10
11 SEEMS that no one has a good word for the Egg
Marketing Board—not even those who ostensibly
benefit from the subsidies it administers. Over £20 million a year goes down the egg drain . . .
Nothing strikingly new emerges from the latest fusilade
against the British system, if it can be so dignified, of
distributing eggs. Which in a sense makes it all the more
remarkable that it has been such an unconscionable time
a-dying. For there are times when inefficiency borders on
farce. Thus the price premium for unstamped (and therefore unsubsidised) eggs may be as much as 9d. a dozen.
This calls into question not only the Board's advertising
expenditure but also the merits of the subsidy itself.
Apparently, for some reason (experience?) the customer often has a deep-seated distaste for stamped eggs and
frequently, if erroneously, equates them with—besides
staleness—intensive breeding methods. In his eyes the
only merit of the now-mangy lion is a warning of what
to avoid.
The end of the Board and the egg subsidy would be
a small but significant start to reducing the unnecessarily
high cost of subsidising agriculture indiscriminately.

Price Boost to Old Houses
From the London Property Letter, May 11
"JT PAYS to spend much more on improving or converting old houses," was the unoriginal script trotted out by
the Housing Minister in explanation of his Old Houses
White Paper. Preaching to the converted, we'd say. By
now the best of the very large old houses which were free
of Government-imposed shackles have either been converted or swallowed up by purpose-built flats selling for
a quick capital profit at £4,000 and upwards. What chance
of a slice of second-best being opened up to state-aided
conversion? Answer: a resounding "Yes," if local authorities play ball the way the Minister intends.
The Government intends the local authorities to pay
conversion grants on houses of three or more storeys at
a rate of up to £1,200 for each flat produced. Previously
the grant was £500. The leading question is how much
newly-minted Government money will be made available
to private converters.
Whether it's a lot or a little, it will make for stronger
house prices in places as far apart as Glasgow, Manchester, Liverpool, Leeds, Leicester, not forgetting a ring
through Holloway and Wandsworth round central London. The Minister has also invited local authorities to
take a bigger hand in converting. So they'll get a bigger
share of money for conversion. It all goes to make a
better market for "oldies."
A surveyor's report on a six-bedroomed terrace house
JUNE, 1968

Open-minded and Open-handed
T H E new grant levels are sound sense, economically and socially. We have already substantially
increased subsidies for new housing. It is right and
logical that we should now scale up the help towards
the cost of rescuing the old. "The proposals are an
indication of the open-minded approach we have
towards housing policy. I am convinced that there
will be little opposition to our proposals which are
aimed at introducing warmth and daylight into the
darkening twilight areas of our towns as cities.
—Mr. Anthony Greenwood, Minister of Housing
and Local Government, May 1.
says eight flats can be got out of it for £10,000. Cost of this
type of property is currently around £7,000. A fair rent,
established under the official procedure, would probably
be about £100 a year for each flat. You do not have to
let it unfurnished; furnish it (properly) and let it for
£250.
Control of rents in furnished accommodation is rudimentary. Quick changes of tenant give them extra flexibility. If you want to rent furnished there is nothing to
stop you. But there's an embargo on early sale. You
would have to return the money if you sell too soon.
Purchase price plus costs
Cost of conversion
Furnishing eight
flatlets

£7,500
£10,000
£1,600
£19,100

Less grant at 50 per cent of conversion
cost

£5,000
£14,100

Rents on eight flats
Gross rate of return

£2,000
14| per cent

Semantic Wonders of
U.S. Foreign Policy
Senator Fulbright, April 17.
JpORMERLY having reference to the absence of arbitrary political power in a society, the word "freedom"
is now defined more explicitly as the political condition
of people who are not ruled by Communists. Thus, when
we speak of "free societies" we may be referring to such
peoples as the British, the French, the Swedes, the Paraguyans, the Greeks, the Spaniards, and the Haitians. There
are, of course, varying degrees of freedom in different
societies, its extent being measured by the fervour of a
government's hatred of Communism. We have, as our
authority on this point no less a semanticist than the
65

distinguished Minority Leader of the Senate (Senator
Dirksen) who, when asked if he thought there was a free
government in Greece, replied, "Yes, 1 do. Just because
they have a military junta for a specific purpose for a
little while to shove back the Communist influence . . ."

How to Make Profits
Really Trying

Without

The Times, May 11
Q E M A N D for accountants in industry is 66 per cent
greater than twelve months ago, according to Management Selection Limited. Their report says that the
effect of new and highly complex systems of taxation
and sudden changes of rules has been a major factor. Devaluation, the Budget, selective employment tax, and industrial training and Development Area legislation are all
throwing more work on management. Says the report: "The
effect on profits that can result from a professionally competent handling of taxation problems can well be greater
than that resulting from the best efforts of the manufacturing and marketing staffs."

Children Pay Land Rent
The New York Times Magazine, April 7.
y i E T CONG who have defected or have been captured
tend to give the same few reasons for joining the
guerrillas. Their answers help to explain why the Liberation Army has so often shown dedication and zeal beyond anything Government troops can match.
The young men tell of land owners in their provinces
so avaricious that peasants had to sell them their children to meet the rent after a failed rice crop. The children
would be put to work without pay in the owner's fields.
Others remember seeing fathers and uncles beaten to
death by Government agents.

Nothing but the Best for British Steel
Estates Gazette, May 4
' J H E British Steel Corporation has taken 33 Grosvenor
Place, London, on a 42-year lease and at a rent which
the corporation confirms is in the region of £700,000 a
year. The building has 193,000 square feet and was
recently sold to Land Securities. There have been some
reports that the price paid was around £4 million, but
this appears to be an under-estimate.

Gimmicks to Order
Professor Harry Johnson in Encounter, April
^ C A D E M I C ECONOMISTS are too easily bought as
expert advisers, willing to allow their reputations
to sanction policies adopted contrary to their science in return for the opportunity to exercise some residual influence in some areas of policy-making. That residual influence, in turn, is frequently exercised, not by demonstrating superior competence in problem analysis, but by
demonstrating superior ability to invent politically-appealing economic policy gimmicks.

Security for
and M.P.s

Farmers—

The Rt. Hon. Lord Butler, to the Chartered Land
Agents' Society, April 25
J

AM a great believer in the future prosperity of
agriculture and the land. I say this somewhat cynically, but I do not believe that either political party will
betray the land. I was asked when I was a Member
of Parliament how many seats depended on the agricultural vote, and I should say there are 45 seats in this
country which depend entirely upon that vote. I used to
say 80, but I was shouted down. But however many there
are I believe that both parties in one way or another will
support agriculture and the land. I believe, therefore, that
there is a great future for your members.
66

See How it Falls
p U R C H A S I N G power of the £ taking value as equivalent to 20/- in various years.
1900 20/1913 17/1 20/1920 6/9
7/11 20/1931 10/3 12/- 30/4 20/1938 10/- 11/9 29/8 19/7 20/1946
617/- 17/10 11/9 12/- 20/1956
3/10 4/6 11/5
7/6
7/8 12/9 20/2/11 3/5
1967
8/7
5/8
5/9
9/7 15/1
The table above, prepared by Lloyds Bank, shows
how the value of the pound has been eaten away over the
years. 20s. in 1900 was worth only 2s. lid. last year. Today's pounds are likely to be worth about 14s. in ten
years' time.
(Inflation apart, what has happened to the increases in
productive power which should have increased the value
of the pound?)

£1,300

for House Plots
Evesham Journal, April 11

FREEHOLD building site in Rissington Road. Bourton-on-the-Water Gloucestershire, of 0.8 of an acre,
with outline planning consent for five dwellings off a
service road, sold for £6,500.
LAND & LIBERTY

Ijh
i/

l|.\ r '
«

.••I

Land Rights and
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by PAUL KNIGHT
"Starvation and malnutrition were general amongst both
children and adults.''
t
p U R I N G the last nine years Australian Aborigines have
easily evicted . . . The Government, when it claimed all
lost through confiscation, over two million acres of
land by proclamation, made no treaties with the Abor"Reserve Land." In the majority of cases this loss of
igines nor recognised their rights to any land. Thus the
land has taken place without even consultation with the
Aborigines were left without title or right to any part
occupants and without their involvement in any plans for
of Australia, and without any form of compensation for
their own future.
the land confiscated from them."
A documentation of what is described as a continuing
With the progress and expansion of the Australian
theft of aboriginal land is given in a report by the Armieconomy, land that was regarded as poor and undesirable
dale Association for Aborigines, written under the joint
is now looked upon differently because of its value as
authorship of three members of the Association*.
a potential source of minerals and timber.
The Australian Aborigines who live on Reserves have
Various schemes of "compensation" have been devised
no tenure or legal title to the land which they occupy.
and "welfare funds" have been set up. But no fixed
Aboriginal Reserves are set aside only temporarily for
amounts have been specified, nor regular payments.
occupancy by the Aborigines. The land is Crown land,
"Aborigines can expect little more than peanuts, especialowned by either the local or Federal Government. Says
ly if the present Government is defeated at the next electhe report: "The Crown retains all rights pertaining to
tion," comment the authors. "In summary, it seems that
that land. These include timber and mineral rights and
some of the States are paying covert recognition to the
the right to sell or lease the land without the knowledge
Aborigines' right of occupancy on the Reserves by makor consent of the Aboriginal occupants. In this way much
ing token payment out of royalties. But this token payreserve land has passed from Aboriginal to white occument cannot be regarded as adequate compensation for
pancy over the years, and the process continues to the
the large areas of Reserve land progressively being conpresent day.
fiscated to allow further mineral exploitation."
"This means that Aborigines live on Reserves entirely
Among examples of recent "land grabbing" given in the reat the grace of the Government; they may be evicted at
port is that of the evictions that followed the setting up of
any time and the land may be leased or sold without
the Woomera rocket range in the late 1940s. All Aborigines
their knowledge or consent and without any form of comin the vicinity were removed, traditional hunting grounds
pensation. They have no security of tenure, no right of
were lost and extreme hardship followed. The report of
appeal and no say in the administration of the land.
a select committee set up by the Western Australian
"The distressingly few exceptions to the above situaGovernment confirmed unanimously that as a result of
tion only serve to underline the dismal plight of the
eviction from the testing area, "starvation and malnutriAborigine and his land rights."
tion were general amongst both children and adults. The
An argument used to justify the annexation of land
reduced amount of land they were now permitted to
from the Aborigines is that settlers occupied only empty
occupy was insufficient as a hunting area to adequately
land, but the fact is that the Aborigines led a type of nomprovide food for the people."
adic life necessitated by the prevailing conditions, and their
The construction of the Giles meteorological station in
groups moved in a well-defined pattern over their terria fertile area of a reserve made an essential water hole
tory. Their movements were regulated by the seasons and
inaccessible, which seriously reduced food supplies. The
the rains. It was important that they did not stay too long
report continues:
in any one place so as to preserve the natural food sup"At Cape York, in 1957, the Queensland Government
ply. The groups were bound together into tribes but withgranted to Comalco Co. a mining lease with 2,500 square
out any authoritarian leader or political organisation and
miles of Reserve land. Aborigines occupying the area were
this independence made them particularly vulnerable.
evicted, often without prior knowledge or consultation . . .
"Thus, the Aborigines were unable to present a united
"In 1963, several Aboriginal families were forcefully
front to the invaders, and had no machinery to formulate
moved from Mapoon Mission to Bamaga and Weipa, desa policy to deal with the problem. Living in small groups
pite earlier promises made by the Queensland Department
and without national leadership, the Aborigines were
of Native Affairs that nobody would be moved against
*Mrs. M. I. Eberle, J. T. Smith, A. B. Lloyd. Published in
their will. In this case it was reported that after families
Tharunka, journal of the University of New South Wales
were forcefully removed. Departmental employees re-
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mained behind and destroyed and burnt me cottages of
the evicted people . . .
"An area of 140 square miles in the Yirrkala Mission on the
Arnhem Land Reserve was leased for mining bauxite in
1963. The Aborigines living in the area had their tribal
hunting grounds confiscated without consultation. These
Aborigines, however, petitioned Parliament and as a result a Select Committee was set up to investigate. The
Committee concluded from their findings that the Aborigines had a moral right to the ground of their ancestors.
The outcome, however, remains in doubt and local Aborigines state that they doubt that the Balande (white people)
can safely be trusted."
Apart from the serious loss of land for hunting and
food supplies, says the report, the results of this alienation are that "those who are forced to leave their people
and live isolated lives in the white community often have
few or no skills and little knowledge of how to adapt to
this alien way of life.
"In few cases is any attempt made to prepare the receiving community or to educate or train the adult Aborigines had a moral right to the grounds of their ancestors,
munity. In consequence, they become a frustrated, apathetic and dispirited people, who have lost their identity.
While they remain thus, they are incapable of providing
the springboard into modern life that their children's
future demands."
Among other things the report calls for the creation of
an Aboriginal Land Trust administered by a board of
Aboriginal trustees who would take over all titles to Reserve land including those now leased to whites. The Trust
would have no right of sale or permanent lease.
The report concludes: "Land dispossession is not past
history, but is continuing unabated today. We repeat that
Aborigines have lost over two million acres of land since
1959, and it appears they will continue to lose their land
to pastoral, mining and oil companies, unless something
is done . . .
"The Reserve, by providing both a training ground and
the security of a homeland, could provide the basis for
a sense of group recognition and group pride. Out of this
could come the self-confidence and independence so necessary if the Aborigine is to take his rightful place among
the respected communities of our Australian nation."

BOOK REVIEWS BY
ROY DOUGLAS

Dark Satanic Mills
TOWN LABOURER
1760-1832 by J. L. and
Barbara Hammond is a classic work, first published
in 1917 and often reprinted. A new edition, in paperback
form (Longmans, 14s.) has recently appeared. The book
68

RUSSIAN ABORIGINES
rpHE KORYAKS, aborigines
of North-East
Siberia have staged a new choreographic suite
Hololo ("Holiday''). This is a series of scenes showing the life of this small nation of seven thousand.
The Koryaks live in the north of the Kamchatka
peninsula. Their local council has an area of nearly 116,000 square miles under its jurisdiction. Their
main occupations are reindeer-breeding, hunting and
fishing, which bring them annual incomes running
into 45 million roubles.
The way of life of the Koryaks has completely
changed over the past fifty years. They used to live
in mud huts but they now have houses wired for
radio and electricity and have cinemas and libraries,
and eighteen hospitals with free medical services.
Many Koryaks have become teachers, engineers,
doctors and veterinary surgeons.
Formerly, they were almost wholly illiterate and
had no written language of their own. Now there
are Koryak writers educated in Moscow and Leningrad.—Novosti Information Service, Moscow.
is a famous and harrowing story of the misery and degradation of the early years of the industrial revolution.
Whether we accept or reject the contention of Hayek
and others that the conditions of the poor were actually
improved rather than reduced during this period, there
is no gainsaying that the story which the Hammonds tell,
and which they document with such impressive scholarship, is a horrible one indeed.
What is the moral? An earlier generation tended to
draw from this and other similar works the conclusion
that the evil thing, the causa in esse of this suffering, was
economic laisser faire. Yet a similar tale could be told
of almost any society in recorded history. Some of us
may see common features in these societies, notably as
far as land tenure is concerned, and may conclude that
the primary cause of this exploitation and misery lay
in these common features.
But there are other lessons to be drawn as well. In
spite of the last few chapters, where the protests and
grumbles of the poor and their defenders are examined,
the palatable fact is that for most of the time, most
people, rich and poor alike, accepted the prevailing order
of things without serious question. Even when we do
find them protesting, we often find the grounds of their
protest intensely conservative. A wealthy parvenu is arraigned by the poverty-stricken workers as much for presuming to the state of his social betters as for acquiring
his wealth unjustly. Workmen were sometimes angry
about bosses who had risen from the ranks—but they
were dazzled by lords.
It is instructive to examine the arguments advanced in
defence of the social inequalities of the time. Some of
these arguments were very impressive, and it is hard to
pick out the fallacy. There is much more to be said for
Malthus (pace Henry George) than some of us care to
LAND & LIBERTY

admit. There was the argument of "the last half hour."
If an employee works ten hours a day, and his master
makes 5 per cent profit, it is hard to explain to the master
that his profit will not be blotted out if the hours of work
are reduced to nine and a half, and turned to a loss if
they are brought down to nine. What blew these arguments sky-high was not so much dialectic as events.

The author deals with the political arguments as well
as those formulated on economic grounds. He believes
in world government and in the eventual unification of
the human race. He shows, with devastating skill, how
British membership of the Common Market would increase and not reduce the political and economic divisions that sunder the human race.

We are all much too prone to read the past in the
light of the present—to feel ridicule or even hatred towards men who were living lives or proposing arguments
which seemed valid in the context of their own time and
place. It is all too easy to regard the solution to a mystery story as obvious when one has surreptitiously read
the last chapter of the book.

The positive alternative which Mr. Jay proposes is a
sort of glorified EFTA embracing Western Europe, North
America, and perhaps Australia and Japan. The member
states would gradually eliminate tariffs against each other
while retaining the right to put tariffs as high or low as
they please against the outside world.

When we read the Hammonds' book today, we derive
from it a message which may be very different from
what the authors intended. We observe that most people
will accept the values, assumptions and beliefs of almost
any society in which they happen to find themselves.
When change does occur, it frequently occurs for reasons
which bear little relation to the intellectual or moral
arguments which are advanced for that change.

Home Truths on the
Common Market
yiVE
LE GENERAL! To those of us who believe that
de Gaulle is the best friend this country has in
Europe, here indeed is the full substantiation of our opinion. To those who feel doubt on the subject, here is a
most formidable exposition of the calamity from which
we have been delivered.
Douglas Jay writes with great lucidity, and with what
one might call the cold passion of the scholar. Here is
the very book for which we have all been waiting so long:
a book which deals, point by point, with all the arguments
advanced in favour of Britain joining the Common Market. If it receives the readership it deserves, the Common
Market, so far as this country is concerned, will be as
dead as mutton, and the rank-and-file of all three
parties will turn and rend their leaders for the deception
and the half-truths and the woolly platitudes and the
jollying-along which persuaded them to endorse this most
dangerous proposal.
I do not pretend that all the arguments that Douglas
Jay advances are acceptable to libertarians. There is no
doubt that he approaches the subject from the standpoint
of a man who believes in a degree of state planning that
would appal many readers of this magazine. He makes
idolatrous genuflexions towards many sacred cows, and
burns incense before many false gods. Yet he contrives
to present the free trade objections to the Common Market with unanswerable force.
After the Common Market.—A Better Alternative for
Britain, by Douglas Jay. Penguin Special. 4s. Od.
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One is left with the impression that the author is a
man with a greait and incisive mind; a man who by
and large, talks the same language as libertarians understand; and that the logic of his reasoning would lead him
to free trade. He has already shown himself a man of
principle, who has sacrificed a high position in the state,
and the prospect of a higher one, for the beliefs which
he holds. When the party to which he still belongs crashes
in irretrievable ruin at the next election, one of the men
whom one would wish to salvage from the wreckage for
the general good of the nation is Douglas Jay.

Long Way To Go
^

NEW PAMPHLET published by the New Orbits
Group of Liberals is aimed essentially at what I might
call an "in" audience; at people who are members of ithe
Liberal Party—and Liberals, furthermore, who think that
what happens at Party Assemblies, and what is written
in magazines which Liberals read is really of importance. The main thesis seems to be that much of the current arguments among Liberals about "selective" versus
"universal" social security benefits is unreal to the extent that it betokens a difference of approach rather than
a difference over substantive policies. With this conclusion
one is entitled to agree.
I felt a good deal of admiration for the perceptive
brain of the author—an Oxford University Liberal, aged
21—and his pamphlet would get a very good mark as an
undergraduate dissertation in one of the social sciences,
but he has not got the answer to the real problem. We
have a system of social security benefits of one kind or
another that is not organised in accordance with any
underlying principle. Like Topsy, it just growed. What
is now needed is a revision of the whole thing from top
to bottom, in the light of the many profound social
changes that have taken place since Beveridge. Personally.
I should like to see a review of all the rest of our taxation and government expenditure for good measure. But
perhaps that is asking for a degree of political radicalism
which simply is "not on."
Fair Welfare by Philip Goldenburg. New
(Liberal Publication Dept. 2s. Od.)

Orbits

Group
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No Return to
Protection
p O R twenty years the world's major trading nations
have been slowly but persistently dismantling the barriers to trade between them. Last summer, the successful
conclusion of the Kennedy Round negotiations in Geneva
brought the promise of the largest-ever cut—on average,
about one-third—in world tariffs on trade in manufactures. But in spite of this achievement, there is a growing
tendency to wonder whether there is further scope for
liberalising international trade, or whether, on the contrary,
we are threatened by a widespread relapse into protectionism.
In some respects we can be optimistic. The Kennedy
Round agreements are being put into effect. On a regional basis, too, the trading barriers are still coming
down. EFTA's free trade area is effectively complete; the
EEC's customs union is only a few months away from
completion; integration is going forward in Central and
South America; various countries are constructing bilateral free trade areas. The developed nations have agreed
to study seriously the idea of giving tariff preferences
to the manufactured exports of the less developed, and in
New Delhi the UNCTAD Conference is trying to put this
new-found agreement on principle into practice.
But there are disturbing signs, nevertheless, that the
drive for freer trade is, after two decades of remarkable
achievements, running out of steam. It may or may not
be true, as is sometimes suggested, that the Kennedy
Round's success leaves little scope for further world-wide
tariff-cutting exercises. It is all too clear, however, that
in any case the will to embark on new negotiations is
conspicuously lacking in some key countries. Even the
achievements of the Kennedy Round are not entirely
secure: there are doubts whether the United States Government will be authorised to abolish the American Selling Price system of customs valuation, and this in turn
places in jeopardy the matching reductions in European
chemical tariffs. More serious still, it seems possible that
new distortions, in the form of export subsidies and import taxes, may be introduced into international trade.
Few, if any countries, have a perfectly clean record in
their treatment of exports and imports. Human nature and
economic pressures being what they are, domestic industries like being protected, and they like their exports to
be subsidised. Protectionist forces often have greater
political influence than those who argue for a liberal trade
policy. Trade barriers have nevertheless been coming down
in recent years because governments have seen this to be
in their own country's interests provided that other
nations do the same. In GATT, in EFTA, and in the
EEC, individuals have accepted potentially painful competition, and foresworn export aids, because others were
prepared to do so too, and thus to join in enlarging
potential trade to everyone's benefit.
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Unfortunately, reciprocity is the rule not only for freeing trade, but for restricting it. Although a country may
gain temporary advantage by re-erecting the barriers, or
by distorting the conditions of competition, it thereby
invites others to do the same. President Johnson rightly
reminded Americans recently of the "chaos" that resulted from competitive "begar-my-neighbour" policies in the
1930s. If we start to put the clock back, there is no knowing how far the hands may eventually be turned.
This is why it is so alarming to see the reappearance
in influential quarters, and especially in the United
States, of the idea that export subsidies or import taxes
should be introduced to correct a payments imbalance or
to counter what are felt to
be the unfair side-effects of
new taxation
systems.
Friends of the United States
recognise America's need to
reduce its balance of payments deficit, even if they
are unwilling to accept that
this should be done by
artificially e n l a r g i n g an
already-large trade surplus.
They can also comprehend the U.S. feeling that the
existing GATT rules may give an advantage in encouraging exports to countries which rely more than
others on indirect taxation. But they do not feel that
these difficulties need be tackled in the ways now being
suggested.
Today world prosperity depends as much as—and perhaps more than—ever on liberalising free trade. The present stalemate in European integration, the slower growth
of international trade in past months, the plight of the
developing countries, all require that we hold fast to the
gains of the Kennedy Round, and try to improve still further upon them.

Protection on the March
E C O N O M I C chauvinism had been threatening
the post-war impetus towards free trade for
some time . . . Britain alone has introduced in recent years an important surcharge, an export rebate,
a £50 travel allowance, cuts in Government spending abroad, concealed Buy British policies on the
part of Whitehall ministries and nationalised industries, and successively stricter controls on overseas
investments. Following devaluation the only gesture
towards disarmament of all this was the abolition
of the export rebate which had proved a blunt
weapon anyway . . . Now, with pre-war unemployment almost forgotten, protectionism is on the
march again. We all still pay lip service to free trade,
but when it comes to action we do not have the
enthusiasm to subjugate short-run national interest
to it. The spirit is half willing and the guts are weak.
—Richard Casement in Crossbow, April-June
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The Real Price Wars
LEONARD E. READ
(From The Freeman, March, 1968)
JgVERYBODY favours freedom, but . . . ! Countless
minds are filled with "buts" of every description and
variety. So numerous are freedom's "shortcomings" that
in most company it has not a leg to stand on. State interventionism, socialism, thus engulfs those who favour
freedom, but . . . !
For instance, over and over again we hear: "I believe
in freedom but in a free and unrestricted market we
have price wars; the big fellows put prices below cost to
run the little fellows out of business, after which monopoly prices may be charged."
Such so-called price wars are the minor competitive
pricing flurries between bakers, filling station operators,
and the like. Recently, consumers in the New York area
enjoyed a "coffee war." But these bids for more business
are non-violent and thus are not wars at all. They are
nothing more than intensified, competitive pricing, offers
to serve mass markets.
Actually, competitive pricing is a device for co-operating; as consumers, we look not only at quality but at
price to determine with which supplier we shall cooperate in trade. How else are we to decide what bread lo
buy, with which baker we shall co-operate. Many men
may co-operate to produce an item, but their customers
are co-operators of the business, too.
True, some businesses fall by the wayside, as have
some 1,600 different automobile manufacturers in the
history of that industry in the United States. Intensive
competitive pricing only steps up the rate of the dropouts; it does
not alter
the final decision. It
simply lets all producers know sooner than otherwise how they rate in the struggle to serve self
and others. And this is the way it should be. The alternative would be for consumers to subsidize every incompetent person or group in every enterprise ventured.
Unthinkable!
These so-called price wars and the monetary benefits
they confer on consumers are not a social problem and
do not merit special attention by the student of political
economy. They are mere ripples in the mainstream of open
competition.
VIOLENT METHODS OF PRICING
MARK THE REAL WARS
There are, however, mighty, economy-wrecking price
wars—real ones—that are rarely thought of as such and
seldom diagnosed with accuracy. As a consequence,
remedial efforts often tend to aggravate the conflicts and
to make peaceful co-operation and trade more difficult.
We should bear in mind that violence is the distinguishing feature of war. We can infer from this that any
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pricing that rests on the use or the threat of force
—violence—must be defined as a price war.
What, then, are the real price wars? Rent control qualifies, for it rests on coercive pricing. So does the minimum wage law; if anyone doubts it, let him absolutely
disobey and observe the consequences. The prices of
wheat, cotton, peanuts, tobacco, and so on are fixed by
force. Every form of price control forces either buyer or
seller, or both, to deal at prices not mutually acceptable.
The strike is the perfect example of a real price war.
Why? The strike is a method of pricing; strikes rest on
violence or the threat thereof; thus all strikes are price
wars.
The strike is the mark-up device used by trade unions,
organizations of otherwise independent sellers of labour
having among their purposes the coercive manipulation
of market price to their own advantage. The striker is not
content just to with-hold his own services from the market; he is determined that no one else shall enter the
market he has closed. Any trading must be at his price
or not at all: and he will deal violently with any buyer
or seller of services who crosses his picket line. Governments often sanction, encourage, and uphold such violence
—in effect, forcing taxpayers to subsidize (employ) the
strikers.
UNWILLING
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EXCHANGE

Violence as a method of pricing is intimidation, not
co-operation. Violence or its threat at best results in unwilling as distinguished from willing exchange. For varying periods the consequence is not exchange at all and often
exchange between combatants is brought to a permanent
standstill. Strikes are price wars; indeed they are no less
than civil wars. The object in war is not to serve the
opponent, but to injure him—to gain at his expense. The
grave risk is that both sides may lose.
To observe which side comes out on top in warfare
is not to be sure of a winner. The side on top may be
as permanently fastened in that position as is the side
being held down. Both sides lose in these unfree positions.
Contrast this with the mutual gain derived from the peaceful voluntary exchange of goods and services.
The cure for wars—including price wars—is an intelligent interpretation of self-interest. How can I realise my
creative potentialities except as I be free? And I cannot
be free if I am holding you down. Or vice versa! My
freedom depends on yours and yours on mine. This is so
simple and self-evident that one wonders why it is ever
questioned.
As to the price of labour—yours or mine—simply free
the market by removing every trace of violence or the
threats thereof. Let competition be open and unlimited.
Maximise rather than minimize the prospects for mutual
gain through co-operation. And do not be misled by the
claim that trade unions or governments raise the wage
level.
Let us confine the term "price wars" to those pricing
activities resting on force, coercion, violence.
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INTRODUCTION
This memorandum is concerned primarily with local
government finance. The Royal Commission's terms
of reference have been specifically drafted to facilitate a
thorough investigation of authorities and boundaries in
relation to existing functions. In giving evidence before
the Commission, however, some interested parties have
touched upon the question of finance. In addition, statements have been made that views on the financing of
local government would be taken into some account by
the Commission. This memorandum briefly examines some
of the methods which are used elsewhere or have been
suggested for raising money for local expenditure; it
also puts forward for consideration the United Committee's favoured approach.
SUMMARY
Whatever the form of local government structure the
Commission might propose, any substantial reorganisation
would provide an excellent opportunity to put the financing of local government on a more equitable and efficient
basis. The United Committee proposes that the main source
of local and/or regional revenues should be an annual
charge based on the unimproved or annual site rental
value of all land excluding improvements, plant and buildings. Such a system of rating, the success of which has
been well proved in other countries, offers considerable
advantages over other methods of raising local revenues.
These are set out briefly below. The two most important
advantages which flow from Site Value Rating, however,
advantages which are of overwhelming importance in today's predominantly urbanised society—are that the system has the twin merits of making land for development
cheaper to buy while encouraging the optimum use of all
land without penalising productive efforts or homeownership. Moreover, Site Value Rating could provide a
most valuable impetus to the proposed new town planning system.
THE NEED FOR RESEARCH
To date little academic work has been done on this
vital subject in England. The Pilot Survey for Site Value
Rating undertaken at Whitstable by the Rating and Valuation Association in 1964 provides a useful starting point.
Other work is in hand both in this country and abroad,
but there is an urgent need for a detailed land valuation
survey of populous urban areas. This need was stressed
in the Report of the Simes Committtee in 1952. Although
much of that Committee's findings are no longer relevant
to today's issues, the need for a large scale land valuation
exercise is more pressing than ever. It is the United Committee's view that no major decision about the system of
local government finance should be made without the
benefit of such research.
REVENUE FOR LOCAL GOVERNMENT
The methods by which local government revenue may
be provided can be grouped under the following broad
headings:
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(1) Specific charges for services rendered;
(2) Personal taxes such as poll tax or income tax;
(3) Taxes upon commodities, e.g., sales taxes;
(4) Taxes based upon immovable property, e.g., on the
improved value of land or upon the unimproved
value of land (site value);
(5) Subventions from the Central Government, the
revenues of which may be derived from some or
all of the foregoing sources.
It is proposed to deal briefly with each of the topics
mentioned above and then, in more detail, to examine
various matters relating to rates on land.
SPECIFIC CHARGES FOR SERVICES
Where local authorities are authorised to provide services such as the supply of gas, electricity and public
transport, the usual practice is to make a charge for such
services to the persons requiring them and such charges
are generally based upon the cost, so as to reimburse the
local authority for its expenditure.
This practice is founded upon sound economic principles. To supply such services at less than cost would
involve the subsidising of some members of the community by the general body of ratepayers—a course which
appears to have no economic or social justification, and
which might have many unfair consequences. Moreover,
to charge less than the full cost would be unfair discrimination against competitive suppliers of oil as a
source of heat or power.
It is clear that many public services cannot be defrayed
by means of specific charges. For example, the whole
range of sanitary services such as the provision of main
sewers, street cleansing and health services necessary for
the protection and amenity of the whole population do
not admit of specific charges because it is impossible to
apportion the benefit accruing to each individual citizen.
There are other services which lie on the borderline
between these extremes. The amount of water consumed
by each household can be metered and can be charged
for according to its cost. It is general practice to make
such charges for industrial consumers. On the other hand,
the supply of water for domestic purposes is often regarded as a necessary sanitary service, to be defrayed from
rates. Although this view has considerable weight, it must
also be remembered that a fixed charge which has no relation to consumption is apt to encourage carelessness and
waste and so increase the total cost of the service.
A more detailed discussion of this point would, perhaps, hardly be appropriate.
PERSONAL TAXES
Proposals have been made from time to time for raising local revenue by means of an income tax. This idea
is at first glance attractive as it is alleged to be a means
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-VALUE RATING
United Committee for the Taxation
tmmission on Local Government
of imposing the burden upon those bfest able to bear it.
Closer examination shows that such a method has many
inherent difficulties which cannot be overcome
In order that they should be tolerable, it is essential
that taxes on income should be graduated by means of
abatements and allowances and by differential rates drt
taxable incomes of various sizes. In practice, also, in
order to obtain speedy collection and to prevent evasion,
it is usual for deduction to be made at source from payments of rent, interest and wages or salaries. It is not
desirable to subject citizens to another inquisition on
their incomes beyond that already in force for raising
central government revenues, nor is it likely that a separate local system of income tax with varying rates of tax
and exemption could be instituted without giving rise to
extreme opposition from all taxpayers.
Regard must also be had to the fact that the income
of an individual who resides in one local government
area may be earned in another or be derived from property situated in many areas. Indeed, when it a case of
dividends paid by companies or interest on government
bonds, it is virtually impossible to define in any equitable
manner the place where the income arises, except by arbitrarily assigning it to the place at which the security
is registered. The paradoxical results of this do not need
to be elaborated.
The inevitable conclusion is that a local income tax
bristles with difficulties. There is the bare possibility of
adding a percentage to income tax levied by central government, but this would not be a genuine local tax and
the problem of apportioning it to the local authorities
would still be subject to the difficulties indicated above.
TAXES UPON COMMODITIES
Taxes upon commodities have at various times been
levied for local government purposes. A celebrated example is the octroi levied by the French towns, which was
in effect a local import duty on articles brought into the
town. Such taxation is obviously a restraint of trade
which would be most objectionable under modern conditions. It would also be a very regressive tax falling
upon persons according to their consumption of staple
commodities, food and drink, for example, unduly burdening those who were least well off. Such a tax would
be added to the price of commodities at retail, and
would add to the cost of living—a result which for many
obvious reasons should be avoided.
A tax of similar character is a purchase tax on goods
collected by the seller and added on to the price to the
purchaser.
TAXES ON IMMOVABLE PROPERTY
Taxes based upon land have been levied from very
early times, and in some form or other continue to proJUNE, 1968

vide in many countries an appreciable part of local government revenues.
The most primitive form of such taxation was that
levied as a percentage of the gross produce of land, which
as an endowment of the church (tithe) was levied in
European countries for many centuries, and is still levied
in Moslem countries for religious and state purposes. Being levied on the value of the gross produce of the land,
such a tax is in essence a tax on commodities; it must
be passed on by the occupier of the land to his customers, and it becomes a diffuse and inequitable tax increasing the cost of living and falling regressively on those
who are worst off. On that account and because of the
practical difficulties of assessment (which often result in
the tax becoming a fixed and stereotyped charge) it has
tended to fall out of use, and could not be recommended
under modern conditions.
The next stage in the evolution of taxes on immovable
property is where the assessment instead of being based
upon gross output is levied on the net output, that is to
say upon the rental value of the land including whatever
buildings and other improvements there may be on it.
This variant is certainly less oppressive, but it is still a
regressive tax falling more severely upon those who are
least well off.
Taxes based upon the combined value of land and the
structures attached to it tend to discourage the best use
and development of land. They relieve vacant and poorly
developed sites at the expense of those that are well developed. So far as they fall on that part of the combined
value which may be attributed to the buildings and
improvements they tend to be shifted onto the tenants or
occupiers of the land, or in the case of land used for
industrial and commercial purposes to the purchasers
of the goods manufactured or vended on the land. In this
respect they are of the same nature as taxes on consumable commodities, for houses and other structures are
in effect commodities (i.e., produced objects of use) although of longer life than most commodities, and the
economic objections and disadvantages of levying taxes
upon them are of a like nature.
RATES ON UNIMPROVED (OR SITE) VALUE
The final stage in the evolution of taxes upon immovable property are taxes levied upon the unimproved
(or site value). Such a method of rating has many advantages, of which the following are the most salient:
(a) A rate on site value exempts houses and other
buildings and improvements made to land.
(b) It therefore encourages the development or redevelopment of land as and when that becomes
desirable.
(c) Conversely, it discourages the holding of valuable
land idle or poorly developed, because the site is
fully rated and not relieved by reason of lack of
development.
(d) Thus, land becomes available for use at its natural value and not at the monopoly prices prevailing where the exemption of sites from the full
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burden of rates encourages speculation (holding
for future accretions of value),
(e) As the site value is solely due to the demand for
land (which has no cost of production) and as it
is a measure of the economic advantages to be
derived from the possession of a site in a particular position, a rate on site values is a restoration to the community in general of a value which
the community as a whole creates.

In particular, site value exists because of the day to
day activities of the community, both as individuals carrying on economic activities, and as a municipal body providing various services which are essential to the continued functioning and prosperity of the community; and
site value is only maintained by the expectation that these
activities, private and public, will continue in the future.
More will be said of rating on unimproved value (site
value) later.
GRANTS FROM CENTRAL GOVERNMENT
The demand for subventions from central government
revenues for relief of local rates is frequently made. Such
a plan relieves the members of the council from the odium
of increasing the rates or of justifying the expenditure
which they propose to incur. Nevertheless the taxes
which are levied to provide the subsidy have to be paid
by someone, and if grants are distributed generally to
local authorities, it is by no means easy to demonstrate
that the ultimate burden is any better apportioned. Indeed,
in so far as the central government revenues come
from taxes which are less equitable in their incidence and
less beneficial in their results, the average citizen may
easily suffer from the subvention which is supposed to
aid him.
Further, if the decision to spend is not made by those
who have the responsibility of finding the money, there is
a clear temptation to be less careful and economical in
incurring expenditure than would otherwise be the case.
The task of evaluating the benefits to the community
from a.iy proposed expenditure is an onerous and difficult
one. In many cases it is difficult to find an exact answer.
Yet it is absolutely essential that the best attempt possible should be made to relate the benefit received to the
expenditure incurred. If this is not done the resources
available will not be laid out to the best advantage.
Grants in aid of local expenditure divorce the responsibility for raising the money from that of spending it,
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and do not make for wise and economical administration.
The more money provided from central sources, the
more the central authorities will desire to control local
expenditure, yet in the nature of things they cannot have
the continuous and detailed knowledge required. Thus
there tends to arise an arbitrary and inefficient system of
dual control.
The independence and efficiency of local government
demand an independent source of local rate revenue. For
the reasons already indicated it is impossible to find a
better source of this than rates on the unimproved value
of land (site value).
ADMINISTRATIVE CONSIDERATIONS
A large body of experience has been accumulated in
the various countries in which local revenues are derived
from rates on the unimproved (or site) value of land. This
experience demonstrates that such rates can be levied more
accurately and more economically than rates based upon
the combined value of the land and the structure or improvements upon it. A few observations upon the more
important points will now be made.
MAPPING
The subject matter to be valued requires to be defined
with as much precision as possible. It is therefore most
desirable that there should be adequate maps (or cadasters) showing each plot of land in separate ownership. If
parts of such land are in different occupations it is desirable that the map should show each such part, except
in the case of flats or multi-story buildings with more
than one occupier, as in this case it is sufficient to value
the site of the whole building. If necessary the value of
such a site can be apportioned according to the rental
value of the several units of occupation.
CAPITAL VALUE OR ANNUAL

VALUE

The practice generally adopted has been to value sites
on a capital basis, that is to say at the amount at which
it is estimated a site would sell if there were no improvements upon it, but on the assumption that all the surrounding sites were in their existing condition at the
valuation date.
To base the rate on the capital or selling value has one
serious disadvantage. This is that the rate on site value
diminishes the selling value of the site more or less proportionately to the capital value of an annuity equal to
the annual amount of rate levied. Thus in a municipality
which has been deriving revenue from a rate on site
value, and where the rate is for example 5 per cent of the
capital value, if the rate of interest used is 5 per cent,
the selling value of the site is only half of what it would
be if the site were not subject to a rate on site value. Or
to put the matter in another way, in the case assumed
the owner has to have a revenue of 10 per cent of the
assessed capital unimproved value in order to retain 5 per
cent for himself and pay 5 per cent to the municipality.
Therefore, although the amount which a tenant would
be willing to pay in ground rent for the bare site remains
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constant, the selling value of the site diminishes pro tanto
to the amount of rate on the site value collected. This
gives the misleading impression, at first glance, that the
amount of the tax base has diminished, which is one of
the reasons why critics of site value rating allege that
it will not provide sufficient revenue for local government
expenses. It would be idle to suggest that site value
or any other system of rating could provide revenue for
every conceivable extravagance that a local authority
could entertain. On the other hand, as wise public expenditure makes a locality more agreeable to live in or
more convenient to work in, the tendency is for such
expenditure to increase the value of land, and so provide
an expanding tax base.
ANNUAL VALUE PREFERRED
For the reasons indicated in the foregoing section the
considered opinion is stressed that it would be preferable
to define site value for rating purposes as an annual value,
that is to say, the amount of the yearly rent at which the
site could be expected to let at the date of valuation
assuming that the improvements on it did not exist and
that the tenant had security by a long lease then granted
(or otherwise) for the improvements necessary for the full
development of the land permissible under the town planning restrictions applicable, and on the assumption that
the obligation of paying the rate is imposed upon the
lessor and not the lessee.
Recently the Rating and Valuation Association conducted a trial valuation of the town of Whitstable, Kent,
on the basis of annual site value. Although the valuer
in charge of this operation had no previous experience
of making a valuation of site value for rating on the
basis of either capital value or annual value, and
although he was not in possession of the information
which a valuation authority would have, he found no
appreciable difficulty, and came to the conclusion that
it was cheaper, easier, and quicker to value the site only
than to value the combined value of land and structures.
FREQUENCY

OF

VALUATION

It is important that valuations should be made at short
intervals. If this is not done, the actual values may far

outstrip the assessed value, particularly so during a period
of rapid development or of inflation, and in that event
large increases in the assessed values may be required to
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bring them to their true level. This in turn evokes complaints and criticism from the ratepayers.
Failure to keep the valuations near to the true value
can be very unfair to some ratepayers; those in a rapidly
developing district gain, while those in another district
have to pay more than they should. This is also a reason
why it is sometimes erroneously alleged that rates on
site value are an insufficient source of revenue.
PUBLICITY
The valuations should be open to public inspection,
so that any ratepayer may know the amount at which he
and his neighbours are assessed. This is most essential in
order to secure fairness and uniformity in the assessment.
It is indeed desirable that public opinion should be
brought into play at an earlier stage in the valuation process. Modern scientific methods of valuation of site value
rest upon accurate knowledge of the shape and situation
of the plot to be valued and, especially in the case of
urban land, upon the establishment of unit values for each
street. The unit values are usually the value per foot
frontage of a strip of normal depth. The unit values will
be established by the valuers' knowledge of current local
transactions in land, and he will often find it convenient to consult valuers, estate agents and others concerned
in such transactions. The unit values should be published
preferably in the form of a land value map, i.e., a map
showing for each street the unit value of a foot of frontage of normal depth at the mid-point of the street, or
occasionally if there is a sharp gradient of value at several
points in the street. Once the unit values are established
the work of valuation can proceed largely upon the basis
of the cadaster or plan showing the boundaries of each
plot to be valued, due allowance being made for irregularities of plot shape, corner influence, rear access, or other
factors affecting a particular plot. Tables of computation
have been evolved in the light of practical experience
which facilitate this process.
Site valuation is in its nature much more simple than
valuation of land together with the improvements thereon.
Two adjacent sites of equal size and configuration will
(except for corner influence or other special reasons) be
normally of the same value, but these sites with improvements may differ greatly in value, and to obtain detailed and accurate information of the state of improvement
of each site involves a very great amount of additional
labour.
Valuations of the land combined with the improvements
should, therefore, not be made for purposes of local taxation. The only occasions when such valuations are properly required is when land is being acquired for public
purposes.
COLLECTION OF THE RATE
The rate on site values should ultimately be paid by
the person or persons who enjoy the site value. As a
measure of convenience it may be collected from the
occupier of the land who may be a tenant or sub-tenant.
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In that event the occupier should be entitled to deduct
from his rent a sum equal to the site value rate, if the
rent he pays is equal to or greater than the assessed annual site value. If the rent he pays is less, then he is
to that extent in enjoyment of part of the site value and
should be empowered to deduct from his rent a sum calculated upon it at the rate at which the site value rate
is assessed.
The rate until paid should be a first charge on the land
taking priority over all other estates or interests. Under
efficient administration the costs of collection should be
low, and bad debts should be negligible.
EXEMPTIONS FROM RATING
The practice of granting exemption from rating to
land owned by charitable or other bodies is not uncommon. It is submitted that such land should not be exempted from valuation. The ratepayers are entitled to know
or be able to calculate the amount of the benefit which
they are subscribing in higher rates.
The subsidy so granted is arbitrary, depending upon
the amount and value of land held by the exempted
body, and is totally unrelated to what its needs and deserts may be. A better plan is not to exempt any land
from liability to rates, but if it is desirable that the
ratepayers should subsidize some activity on grounds of
its public utility, then the local authority should be empowered to make a direct grant of such an amount as it
may think is proper in the circumstances of each individual case, having regard to the funds available to the
body from other sources and the need for and value of
its work. Only in this way can adequate control be exercised.
TOWN AND COUNTRY PLANNING
An adequate valuation of sites is an indispensable prerequisite of town and country planning. It provides vital
information of the values which the market has put upon
the land involved. It enables reasonably accurate estimates to be made of the cost of imposing restrictions on
development, or of the cost of acquisition of land required for road widening or other public purposes including
redevelopment where it is necessary that this should be
undertaken by the planning authority. Where land is acquired for public purposes the valuation provides a means
of measuring the compensation to be paid, and if the
valuations are made fairly frequently, it should not be
open to the owner to argue successfully that any very
substantial increase in value has since accrued.
CONCLUSION
Economic reasoning and practical experience have both
demonstrated that a rate on site values is the best means
of raising the tax revenue required by local authorities.
It provides a true local revenue based upon the degree
to which the community by its public and private activities has made the locality desirable to live in. It is a
source of revenue which is unearned by the individual
owner but is earned by the community.
It eaables buildings and other structures made to land
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to be exempted from rates and so encourages land development. Conversely it discourages the holding of land
undeveloped or badly developed, and also encourages industry and commerce and home ownership.
No other system of local taxation can be found which
provides all these advantages.
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Michael D. K. Turner
J N DECIDING which companies to mention each month
I have two considerations in mind. The first is to covet
excellence wherever it is to be found, and the second is to
hope that readers will in time acquire a better judgement
than I have. If this happens 1 will feel that I have done
a good job
Pursuing the theme of excellence, we come to the
accounts of Ashanti Goldfields Corporation
Limited.
There may be one or two veterans from the Ashanti
Wars left in the Royal Hospital at Chelsea who know
a good deal about this part of the world but to the rest
of us the name only suggests a part of Ghana. The corporation is headed by Major General Sir Edward Spears.
As a gold mining company the accounts include the
highly technical Consulting Engineer's Report. The Chairman's statement for this company is published separately
and those who are writing to the Company Registrar should
ask for both documents. In his statement Sir Edward
mentions the commonsense considerations that guide the
affairs of this company. He also tells us that 76 per cent
of the profits are absorbed in local taxes and that the
company has been severely penalised by the 1965 Finance
Act. We also learn that gold is being sold on the free
market.
An item we have yet to see in these or any other
accounts is the breakdown in income between returns
to land and the interest on the capital deployed. We might
then get some picture of the proportion of tax that represents land rent if only in a rough and ready way.
At the time of writing the shares stand at 13s. and have
their attractions.
*
My second choice this month is another overseas company Algoma Central Railway. The report gives a map
of Ontario Province and the Great Lakes region of Canada, and from this we can see just where it operates. The
head office is at Sault Sainte Marie and the company
operates only a fraction of the mileage of Canadian
Pacific or Canadian National Railways. Why then mention it at all? It is an interesting company for several
reasons. In the first place it makes a profit, and one could
make a long list of railways around the world that do
not. It achieves this through the constant exercise of financial discipline, because this produces one long training
LAND & LIBERTY
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in judgment, and the necessity of making day to day adjustments stimulates the decision making faculty. This
is an aspect that does not receive nearly enough attention
these days. Next, the company has developed all its resources—it is exploring its land concessions for minerals
and re-building its shipping side. The latest gondola type
ore carrying trucks and rail track maintenance machinery
have been introduced, and the new vessels have such
features as bow steering propellors and self unloading
gear, all designed to economise on labour.
On the matter of land concessions generally, it is my
belief that it is wrong for governments to sell, or otherwise alienate land, whether to mining, finance houses, railway companies or otherwise, even if this land has never
been explored. Nor should it be leased in such a way
that if mineral wealth is discovered later the rent cannot be raised. If the economic rent does rise, then the
government encourages the owners of capital to exploit
such wealth as soon as it is discovered, or make way for
others who will.
The shares of par value of Canadian $2 are quoted on
the London Stock Exchange at about £4 16s. each. The
dividend is 32 cents per common share out of earnings of
56 cents per share, but the cash flow is as high as $1.49 per
share, which indicates the prudent management of the
company. The Chairman is Sir Denys Lowson, and the
London end is managed from No. 56 Gresham Street. In
due course we will see that all companies operating from
this addre.v regularly turn in excellent results.
*
Lastly I mention The Rugby Portland Cement Company Ltd. Sir Halford Reddish never misses a counterpunch, and his statement makes splendid reading, but
while I do not disagree with anything he says about the
need for leadership and personal freedom. I am not convinced that Sir Halford yet understands the free trade
argument.
*

"Very few politicians appreciate the immense amount
of unnecessary paperwork with which business is saddled . . . it is significant that the Government's bill for
printing now exceeds £35 million year."—Sir John Benn,
in his report on The United Kingdom Provident Institution, referring to the eight National Insurance Acts produced in the last ten years.
*
"Most of these so-called national or world problems are
of similar origin and nature—each of us is trying to
manage everyone's business but his own."—Leonard E.
Read, President, The Foundation for Economic Education, Inc., New York.
Addresses
*
The Registrar, Ashanti Goldfields Corporation Ltd., 6
Greencoat Place. London. S.W.I.
The Registrar, Algoma Central Railway, 56 Gresham
Street, London, E.C.2.
The Registrar, The Rugby Portland Cement Co., Ltd.,
103 Cannon Street London E.C.4.

Money Supply the
Root of Inflation
PAUL
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COMPREHENSIVE programme to deal with growing inflation, the increasing balance-of-payments deficits, and the continued attack on the dollar has been
offered by the Research and Policy Committee of the
Committee for Economic Development (CED). In a
statement entitled The National Economy and the
Vietnam War, the Committee said that since the middle
of 1965, the start of the substantial military build-up for
Vietnam, the nation has faltered in dealing with the economic impact of the rapid increase in government spending. The statement also considers the economic problems
to be faced when the war ends, including transition problems for industries and localities.
For 1968, the CED statement declares the main goal of
economic policy must be to eliminate inflation which is
the basis of the excessive growth of total demand. Because
total demand for goods and services has been fed for so
long by budget deficits and a growing money supply
there is imperative need now for a combination of fiscal
and monetary measures to "slow down the inflation and
bring it to a halt . . . To achieve this, a combination of
three instruments must be used—further restraint in the
growth of the money supply, a reduction in the increase
in government expenditures, and the imposition of higher
taxes on a temporary basis."
Economic policy for 1968 must start with a determination to stop inflation, says the statement. "For almost
three years policy has been based on the hope that inflation would not come, or if it did come would go away
by itself, or could be stopped by policy measures that
would be painless or invisible. These hopes have proved
in vain. The country cannot count on inflation ending
unless the country is determined to stop it."
"One of the first areas in which the consequences of
inflation appears is economic relations with the rest of
the world," the CED report contends. "The accelerated
inflation of the past few years, and fear of future
American inflation, have been important contributors to
the persistent U.S. balance-of-payments deficit and weakness of the U.S. dollar. These in turn have led to limitations on the conduct of U.S. foreign policy and restrictions on the activities of American citizens, culminating
in mandatory restraint of foreign investment and the
suggestion of repressive taxation on foreign travel. Thus
the strongest economy in history, and presumably the
one most devoted to economic freedom, is paying a high
price for shortcomings in its basic economic policies
That the nation should have come to this point is evidence of the powerful effect of an economic mismanagement that has led to acceptance of inflation."
In the absence of appropriate fiscal actions there is
now danger of extension of direct controls to other sectors
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of the economy, including wages and prices, the report
adds.
But maybe before the U.S. Government begins to adopt
such Canute-like measures, events in Britain will have
proved how futile it is to legislate against economic laws.
The Committee for Economic Development is a nonprofit research and education organisation of two hundred business executives and educators who study major
national and international economic problems with the
purpose of promoting high employment with stable
economic growth.

Creeping U.S. Inflation
HARLAN

TROTT

TVTEXT to the war in Asia and how to get out of it
with all speed and honour, people today are worried about inflation. True, they don't call it that. Beyond the name, it is this intimate, personal crisis that
every housewife, every mother, every breadwinner calls
the high cost of living.
To assess the mounting menace of inflation—the creeping decline of the U.S. dollar in terms of what it will
buy—you have to relate it to the growing concentration
of federal power on responsibilities and duties that rightly
belong to the states. By looking to Washington for handouts, we are inviting a political climate here just like that
which brought the young Weimar Republic down in ruins.
The inflation that wrecked the German republic must
not be allowed to ignite here.
In barely twenty-five years, our monetary managers
have succeeded in changing the dollar into four copperbased dimes. True, this is nothing like the ruinous inflations that have hit other currencies; but it is bad enough
for a country that has the responsibility of maintaining
a key currency that presumes to provide the free world
with a stable monetary unit.
For some time prior to the German Republic's collapse
the Berlin government lavished funds on public works,
and subsidies to privilege of many kinds. Behind the
facade of outward prosperity, the pillars of the Republic
were eaten away. The parallel was fairly close with Rome,
where, Ferrer tells us, little by little the state let itself be
persuaded to do for each of its cities what it had done
for Rome. For one thing, it took public works in hand in
every direction, regardless of the utility. The intensification of the trouble was met by an increase in the dose of
the very remedy that aggravated it—useless expenditure
in the cities, ruinous taxes.
Much of the same fears are expressed here today about
President Johnson's desire to keep up domestic spending, namely that the social ills we would like to exterminate are only being met by an increase in the dose of
the very remedy that aggravates it.
Some of the largest companies in post-war Germany
benefited by the fall of the Weimar Republic. Those who
borrowed vast sums simply paid it all back with worth78

less marks. The term became synonymous with wallpaper.
At the same time, the German people by and large did
not recognise inflation for what it was. They did not
complain that the mark was getting cheaper and cheaper.
They only complained that prices kept going ever higher.
It is wrong-headed to assume that a powerful centralized government can tax and spend the government
into prosperity. This is not the way our free enterprise
system has grown. The Tax Foundation recently calculated that the average man pays more than a third of his
income in taxes today, must of which are hidden in the
cost of things he buys. Without some straight thinking on
this question of public integrity in fiscal policy there can
be no correct action. But where there is right thinking,
right action will follow.

OBJECTIVE BIAS
A NEWLY PUBLISHED booklet, The British Banking
System, produced by the Central Office of Information, has "all the virtues I mistrust, and none of the
vices I admire."
As a Central Office of Information publication it is
written with an air of grand historical inevitability, as if
the full evolution and the finest flowering of the system
is now at hand, but if one considers exchange control, post
office giro, the relationship between the Treasury and
the Bank of England, one sees this is just not true.
It is particularly instructive to see that when it comes
to the business of this relationship, the report of the Radcliffe Committee is quoted as an authority. Now many
people just do not accept their findings. One of the most
important works published by the Institute of Economic
Affairs was their Not Unanimous, giving the views of
some six commentators who disagreed with Radcliffe.
Even the previous report (MacMillan Committee of 1931)
was roundly condemned by one member (Bradbury) and
another submitted a written note of dissent.
By being official and uncontroversial, important problems are glossed over as if everything was in perfect
working order. In the same way that a pamphlet on the
National Health Service would not give much about the
actual mumbo-jumbo of the healing process, so this pamphlet, while describing the blasted heath and the weird
sisters, does not say much about the technical witchcraft
of banking.
M.D.K.T.

BACK NUMBERS REQUIRED
\X715 are anxious to obtain copies of certain back
numbers of LAND & LIBERTY which are required for making into bound volumes.
The issues required are May 1964, November
1964 and December, 1964.
If any reader still has any of these issues, we
would be most grateful if he would let us have them.
—The Publishers
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Inflation: A Monetary, Not a Fiscal Problem
T. O.
^

SECOND SALVO at government-sponsored inflation has been fired by the Sponsoring Committee of the National Recovery Programme in their
latest booklet Expansion Without Inflation*
The public, says the booklet, has been led to believe
that the economy of Britain is in a mess and that this
mess is due to the fact that we have become a nation of
spendthrifts. It is implied that the public as a whole has
developed spendthrift habits and has not paid its way at
home or abroad so that we are in debt to foreign banks.
"It is not surprising," say the authors, "that a common
belief holds the minds of so many. For more than three
years it has been obsessively cultivated by political leaders
of all parties, and sedulously promulgated by commentators and other publicists through all the ways of informing
public opinion."
This is not the situation at all, it is argued; the private
sector has been living well within its means. The public
sector—the Government—has not.
The Government's deflationary measures are being
aimed at the effects of their own creation—not with the
causes they themselves initiate. To fight the increased demand initiated by them, the Government resorts to increased taxation under the illusion that it mops up purchasing power. "Since public expenditure has consistently
exceeded the public revenues, despite the escalation of
taxes, the 'deflationary' measures which governments have
applied in their supposed management of the economy
have not, in fact, caused any reduction of total demand.
Their only effect has been to increase public sector dedemand."
Attacking the "deflationary dogma" of the present
Government, which asserts that the inflation that erodes
the purchasing power of money is a consequence of over
full employment of the working population, and that this
is both the source and the result of excessive expenditure
on private consumption, the authors state: "It is our
view, based on statistical analysis of the factual figures
in the official record, that the rise in wage rates has not
been the cause of the inflationary spiral, but that, on the
contrary, wage rates have been forced upward ineluctably
by normal market forces as the result of inflation caused
by mismanagement of the public sector's finances. A
policy which pretends to institute an autocratic control
of prices and incomes amounts, therefore, to a gross deception of the people of this country."
To enable expansion to take place without inflation,
the paper suggests that the prevention of inflation should
be a function of monetary policy and not of fiscal policy
and that the aim of monetary policy should be to maintain the liquidity of the monetary system at such a vol*A Programme for National Recovery. Research
No 2. 7s. 6d.
JUNE, 1968

Paper

EVANS
ume that the general price level is held constant. Further,
that we should cease to base economic policy on the
level of unemployment used as the sole indicator of excessive demand in the economy; and finally that a new
enquiry into the working of the monetary system should
be undertaken as a matter of urgency.
Those of us to whom this analysis of the nature of inflation and its cause is not new might find many of the
arguments used unnecessarily academic, but the unbelievers may be greatly helped and reassured by chapter,
verse, tables and appendices.
If fault may be found in this paper it is not in what
is said but what is left unsaid. A "programme for
national recovery," to be really effective must contain
far more than monetary reform, important as this undoubtedly is. The authors' description of the national
economy, which is worth reproduction in full, would
make an excellent starting point for a deeper analysis of
the country's problems.
"The national economy is the total activity of all our
people in their daily business of life, earning their living
by contributing to the nation's production of goods and
services, while enjoying life in consuming a share of those
same goods and services. It is a self-contained and balanced system for the multiple exchange of demand and
supply of goods and services. It is balanced because
all production anticipates an equal demand; and because
supply and demand are held in constant equality of value
by the dual participation of a buyer and a seller, and
their mutual agreement on a price, in every one of the
myriad exchanges in the economic life of the country
"This pervasive balancing influence derives from the
familiar constraints of natural market forces which are
not. and cannot be, centrally controlled, but which constitute an automatic adjustment mechanism that holds
supply and demand in constant equality of value at current market prices. This is as true of the economy as a
whole as it is of any of the manifold markets of which
it is composed.
"The sum of the nation's production of goods and services is an entirely fortuitous aggregate. The decisions on
what shall be produced where, and how, and by whom,
and the decisions on where and how the product or service shall be marketed, are made severally by a host of
autonomous managements. It follows that ithe size, shape
dynamism and growth of the national economy-nthe jobs
and material prosperity of every one of us—are determined, not by the fiscal and monetary policies of any government, but by the practical enterprise and efficiency
of the nation's business managements in organising the
employment of the nation's resources of capital, knowhow and workers, and in competitive marketing at home
and overseas."
79
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A Legal Look at Land Tenure
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D. J. LATHAM BROWN, M.A., LL.B. (Cantab.)
Barrister of the Inner Temple
Lecturer in Law at the University of Leeds
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' T H E LAW COMMISSION has proposed to abolish
freehold tenure and the estate known as the fee
simple and to substitute absolute ownership. To understand
the significance of this, if it has any real significance at
all, it is necessary to consider what the terminology affected means.
The legal theory is that the land and resources of England belong to the Crown—that the Crown is sovereign,
meaning that it has imperium (power of government)
and dominium (authority of ownership). In theory the
land (and resources) are granted by the Crown to those
who hold or "own" them.
(a) Tenure. Originally a man held land for services and
the type of service marked off the type of tenure or holding—if he held for knight service he had to supply armed
men to the Crown as the "rent" for his land. In time services were commuted for money payments which with
change of values were not worth collecting and fell into
abeyance.
(b) Estate. When the man was granted the land he held
it for a certain period—his own life, or the life of another, etc., and this was known as estate.
As tenure said for what services the man held the land,
so estate said for how long. The fee simple was an estate
of inheritance which had generally no limit on its duration—it lasted for ever. And so a man who held land
in fee simple held it for ever, meaning that he could pass
it to his descendants, or sell it, and so on.
(c) Freehold. Freehold meant land held for "free tenure" and this was tenure which did not tie the man to
the land in any way. If he held the land for a service he
kept the land if he performed the service. If he chose not
to do the service he might forfeit the land, but that was
all. Unfree tenures existed where the man was bound to
serve the overlord of the land—he could not release himself of the service merely by leaving the land, and, indeed, he was not allowed to leave it. Unfree tenures disappeared.
The present position is that there are two estates in
land, the fee simple which is identified with freehold
tenure because the holder of the land has it free of all
rent or services; and the term of years which is a right
to hold land of a superior, a landlord, for a rent, and
for a fixed period.
The owner of a freehold fee simple property is one who
(or whose predecessor, such as a father who left it to the
present owner by will) paid an outright price for the
80

estate and, having done so, is quit of all further obligations to the former owner, the vendor. Sometimes, however, fee simple land is sold for a set of periodic payments
instead of a lump sum—but this has drawbacks and is
unusual.
In contrast the leaseholder, the holder of a term of
years absolute, has the possession, use, etc., of the property but for payment of a rent. He holds it of someone
with the fee simple.
(a) Theoretical Position. The theoretical position remains that the Crown has dominium and the holder of
the land has only an estate, a bundle of rights, of powers,
over the land. In a sense, technically, the land and resources belong to the Crown: the Crown can at any time
reclaim them on the basis that it is the feudal overlord.
In theory, a view developed possibly after the Norman
conquest, adumbrated even before it, all the land of England has the ultimate feudal overlord in the Crown.
This contrasted with the position on the mainland of
the European continent where some land was said to
be allodial—meaning that it had no feudal overlord above
the immediate holder.
(b) Effect of Change. If this "allodial" system were to
be substituted in England, whait is now termed freehold tenure and fee simple estate would be dubbed absolute ownership, or some equivalent expression or term. But with
what practical effect?
(i) Technically the land, the resources, would not
be held of the Crown, would not belong to the Crown
—they would be property like chattels, books, cars, etc.,
belonging to the holder or "owner." But this is a
matter of words, of terminology—it would not alter
the power relationship between the Crown and the subject holder.
(ii) The Power Position is that the Crown is the sovereign authority in England and the Crown may make
what laws it pleases, acting through the approved
media. In practice the Crown in Parliament makes the
laws and so it is the majority in Parliament (in the
Commons) which exercises the sovereign powers of the
Crown. At any time the Crown in Parliament can alter
the rights, etc., of anyone: if a law confers what it calls
absolute ownership of land on X, another law can be
made telling X that nevertheless his land may be entered by this or that official; another law may require
him to pay a tax or even a rent for this land; yet another may take the land from him altogether.
LAND & LIBERTY

THE ISSUE OF PRINCIPLE
The only ground, therefore, for objecting to the proposed change would be on an issue of principle. This principle would be that the natural resources of a country,
of the world, belong collectively to the people of that
country, of the world, and that when it is said that the
Crown, or the State owns the resources, it means that
the Crown or State is the agent, the trustee of the people
for that resource and ought not to part with it, even
nominally, to individual private owners or holders. But
this is one of those issues of principle which tend towards a quibble. If the Crown is the agent for the
people to make laws for the people then the Crown can
alter the terminology which expresses the rights and
duties of individuals over resources; and if the people feel
strongly about the matter, and do not like the change, they
can, through their agent, through their majority in Parliament, reverse the step taken.
If it is said that the resources of the land ought to be
used for the people it is for the people to make this clear
through their government. If the best way of making the
resources available is to allow individuals to hold land in
private exclusive possession upon payment of some tax
or rent—the latter term signifying that the people had
leased the exclusive possession for a service or payment
Hike the feudal tenure)—then it is for the people to say
so through their government.
TERMINOLOGY
Terminology is somewhat difficult, often imprecise.
What is meant by "ownership"? It is a term which has
never really been defined. It seems to signify a bundle of
rights, a set of powers, over something which is itself incapable of having rights, which is, in other words, a
mere object of the law.
If we say that a right is a power to do something which
is protected by a duty in others to permit it to be done
and we say that ownership is the right to do certain
things to objects or to resources, we are as near to definition as we shall get. But what powers ownership embraces
may vary—it never is absolute or unqualified. If a man
owns a book he may do what he pleases with that book—
he may read it, bury it, burn it. So far his "ownership"
looks absolute. But the law may add that he may not use
it to hit another man over the head. Now his "ownership" is curtailed, there are some things he may not do
with the book although he "owns" it.
The same applies to land and resources. The man
"owns" the land—he may, prima facie, do what he pleases with it. But not if Parliament says that he cannot build
on it without permission, cannot lease it at more than so
much rent, etc. His ownership is at once qualified.
Rights, ownership, etc., are positive concepts of the law
—the law makes them, can break or modify them. Like
other words, ownership means what the legislators mean
it to mean: no more, no less.
JUNE, 1968

Comment by the
United Committee
'JVHE UNITED COMMITTEE has noted the proposals
of the Law Commission in their Statute Law Revision Bill in regard to the freehold tenure of land and in
response to the invitation to comment make the following points.
It is always in the interest of the community when the
statute law accords with the moral law—when legal rights
do not conflict with moral rights.
At present there is no legal right of private ownership
in land and this accords with the instinctive moral perception of people throughout the ages that the gifts of
nature or God should not be alienated as private property to be disposed of and enjoyed as are the products
of human labour.
The fact that the Crown on behalf of the people has
failed to collect land dues from those who enjoy exclusive
possession is no justification for making this moral obligation no longer legal, nor for taking the retrograde
step of treating property in land on the same basis as
property in the products of labour.
Little or nothing is to be gained by the community,
for whom the government should be acting, by the
abolition of freehold tenure, while there is much to be
lost in sweeping away all evidence of the moral obligations of land ownership.
The committee trusts that the Law Commission can be
persuaded to drop this proposal.

RECORD FARM LAND PRICE
J1 HE ESTATES GAZETTE reports the sale of Welsh
Court, a dairy and arable farm, at Yatton, near Rosson-Wye, Herefordshire, for £79,500. The property comprised a Georgian 5-bedroomed residence, farm buildings,
including cowhouses, a cottage, and 246 acres of pasture
and arabel land. The purchase price represents £232 per
acre, which is a record for the district.
A separate field of eleven acres was sold for £3,500
(£318 per acre) to a neighbouring farmer.

"SOCIAL CURSE"
•^AHEN Dawley New Town was first designated, reports
The Daily Telegraph, Lord Stafford "lost" 300 acres.
He now stands to "lose" a further 900 acres, if as is
proposed, the town is expanded. His agent said that Lord
Stafford did not relish the idea of losing such a large
investment in spite of the compensation he would receive.
Mr. Michael Gregory, at the public enquiry, May 2,
said the Country Landowners' Association did not oppose
the expansion in principle but they considered the proposed use of the land extravagant. They fully appreciated
the social curse of inadequate housing accommodation
in the Birmingham conurbation.
81
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Letters
FUNCTION OF THE FREE
MARKET
read with much pleasure
SIR,—1
your excellent leader in the March
issue—until 1 came to the end of the
last-but-one paragraph, where 1 was
shocked to read something which I
can only think slipped in through a
momentary lack of concentration—
perhaps that shameless intruder, the
telephone, distracted the writer —
though it seems strange that it wasn't
picked up during final proof-reading.
The offending sentence was enclosed in brackets, which does suggest
it was a parenthesis tossed in in a
moment of abberation. It says, in
effect, that "the distribution of wealth
is not a function of the free market."
Please relieve my anxiety and that,
1 am sure, of innumerable readers, by
publishing a correction. You can not
possibly subscribe to this extraordinary idea.
Yours faithfully,
E . P . MIDDLETON

Cremorne, N.S.W
Editors Note
Mr. Middleton has slightly misunderstood the sentence. It was not
said that the distribution of wealth
is not a free market function, but
that equity in the distribution of
wealth is not a free market function.
By this was meant that although the
market may decide, by supply and demand, the relative proportions of rent,
wages and interest, it cannot decide
who is to receive these shares. This
is the province of ethics, not of
economics.
PASSING

IT ON

your feature on Why
SIR,—Reading
a Land-Value Tax Cannot be
Passed on, it struck me that both the
modern economists quoted (Lipsey
and Samuelson) take twice as many
words as their classical forerunners to
make the same point, and their argument is nothing like as clear cut
or readable.
One point they share with the
classical economists, however, is the
belief that only farmers use land, for
both specifically refer to farmers in
their argument. Should not someone
tell them that cities are also built on
land, and that a tax on the rent of
land on Fifth Avenue can no more
be passed on than can a tax on the
rent of land in the mid-west prairies.
Yours faithfully
PETER TRACEY

London. S.W.18.
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£300,000 profit on £7,500 land
the
IN month

House of Commons last
Mr. Ted Fletcher (Labour,
Darlington), asked an odd question.
In drawing attention to the case of a
man who bought twelve acres of allotment land in 1961 for £7,500, sold
it for £253,000 to Enfield Council,
and was subsequently awarded an
additional £60,000 by the Lands
Tribunal, Mr. Fletcher asked whether
this was in accordance with the Government's prices and incomes policy.
Mr. Niall MacDermott, in a written reply, made the point that the
realisation of the development value
of the land by the seller would be
subject to betterment levy. Otherwise,
we can assume such profits in land
were in accordance with the Government's prices and incomes policy,
and its land policy too!

New Discovery
Seychelles islands in the Indian
THEOcean—one
of the last havens
of peace and quiet on the face of the
earth — have been "discovered" by
the property men. Soon these lovely
islands will become another Bahamas,
with an international airport bringing them "within easy reach by jet."
"Buying now gives you first-in
opportunities whether for retirement,
holidays or investment," says the advertisement.
Who has sold the land to the
agents, we wonder, and do they realise what is going to happen to its
value?

Guerrillas Take Over
Kenya Farm
T X - G U E R R I L L A S in Kenya have
taken over the farm belonging to
British absentee landlords and are
busy planting it with wheat and maize.
They plan also to set up a camp for
crippled
and disabled ex-guerrillas, and also one for their orphans.
Guards have been set up by the 4,000
strong Nakaru District Ex-Freedom
Fighters Organisation, and they are
ready to defy government action.
The British owners—a man in
Gloucestershire and his sister in London—have been offered £40.000 for the

land by the organisation, £10,000 less
than they want for the 3,000 acre
estate.
—Peace News, May 10

Welfare for Land Owners
' T H E Sussex River Authority has
put forward a plan to reclaim
7.000 acres of Sussex farm and marsh
land. The aim is to build a sluice on
an upper tributary of the River Ouse
and control its tidal flow so that
the rate is cut down at times of high
rainfall and thaw. This would safeguard land east of Lewes, the East
Sussex county town, from almost
continuous flooding and free it for
crops.
Reporting this item, the Evening News, April 2, says that the plan
has met with almost unanimous support from land owners.
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W h a t t h e Economists Say
CLASSICAL

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.
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 ,

MODERN

;f

ECONOMISTS

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.
PAUL A .

G. L I P S E Y , 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 he 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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RICHARD

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).
JOSEPH

S . NICHOLSON,

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.
JUNE, 1968
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