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Mikhail Bronshtein, an Esto-
nian university professor, 
pictured in London where he 
spoke on the land rental 
crisis in the USSR. See story 
Page 35. 

WORLD-WIDE 
TAX TURMOIL 

DESPITE Adam Smith's strictures 
on taxation, politicians remain 
resolutely opposed to anything that 
resembles a sane system for rais-
ing public revenue. 

That remains true for all market 
economies, and doubts persist 
about whether the former socialist 
countries of Eastern Europe will be 
able to grasp the historic oppor-
tunity now before them. 

If Professor Bronshtein gets his 
way, the USSR might make the 
right decisions (see facing page). 
But will his correct analysis be 
swamped by the internecine war-
fare between Gorbachev and 
Yeltsin? 

THE WEST fares no better in the 
ideological muddle that confronts 
the citizen in his pursuit of the 
Good Life. Look at the problem 
from the two sides of the economy. 

On the demand side, Britain is 
fast crashing into the worst reces-
sion since 1974. Caused, in the 
main, by the boom in land prices. 
So what does the Chancellor the 
Exchequer do in his March 
budget? 

He adds 2Vi% to VAT (which will 
protract the slump in retail sales) 
and relieves the tax burden on pro-
perty (which will increase land 
prices): that's the distilled sense of 
a battery of highly paid economists 
in the Treasury. 

On the supply side, Germany 
needs to boost ouput from busi-
nesses in its newly acquired 
territory. So the Bonn government 
is to lower business taxes in the 
east - without preventing a signifi-
cant slice of the profits from being 
funnelled into the land market. 
Growth will occur: but far more 
slowly than would be the case if all 
of the profits were reinvested in 
job-creating capital investments. 

In microcosm, the chaos in tax 
policy is dramatically illustrated by 
the trauma of Hartford, Connec-
ticut, where Manager Raymond 
Shipman has cottoned on to an 

effective way of resolving some of 
his problems: he wants to knock 
down low-income housing and dis-
place into other cities the occu-
pants who rely on welfare pay-
ments. 

Neat. And it might work, for 
Hartford; but won't solve the pro-
blem across the United States. 

Mr Shipman attributes part of his 
city's problems to the state's tax 
policies. So he has devised a 
clever way of raising additional 
income to help bankroll his city: 
impose an income tax on non-
resident workers. 

Mr Shipman has not worked out 
that this strategy just might drive 
away the employees who are 
generating Hartford's current in-
comes! And where would that 
leave the residents of Hartford? 

BUT ought we to berate the policy-
makers? They are making the best 
of the resources at their disposal. 

Including the ideas that are laid 
before them by the people who are 
supposed to do the thinking: the 
scholars in the Ivory Towers. 

And the thinkers, unfortunately, 
continue to fail to spell out a practi-
cal vision of how to solve the mul-
tiplicity of problems that chal-
lenge politicians. 

Economists, in particular, know 
the facts of life: they merely have to 
refer to the basic principles arti-
culated in Adam Smith's book. 
Smith argued that the most effec-
tive tax should impose the least 
pain on the producers ôf wealth; 
should be cheap to collect, and 
ought to conform to people's sense 
of fairness. 

He also identified the one tax 
that was "peculiar" in that it satis-
fied all his criteria. A tax on the 
unimproved value of land. 

Economists understand the vir-
tues of this fiscal policy, yet they 
decline to promote it in their dis-
cussions with politicians. 

Peculiar? Or what? 

COMMENT by the Editor 
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Land rental crisis 
THE most effective way to 
undermine the authority of a 
government is for the citizen to 
refuse to pay his taxes: this is 
civil disobedience that no 
government can tolerate, if it 
hopes to survive. 

In the USSR, the republics are 
using the budget to bargain for 
independence from centralised 
control by the Communist 
Party. In the first two months of 
this year, funds flowing into the 
coffers in Moscow dropped by 
72%. 

Without money, the will of the 
government cannot be enforced 
over the governed: and that is 
increasing the pressure on 
Mikhail Gorbachev, who is torn 
between the need to liberalise 
the economy while preserving 
the political integrity of the 
Soviet Union. 

As the 15 republics insist on 
the devolution of more power, 
the dispute is being articulated 
in terms of the value of land and 
natural resources. Who owns the 
gold and the oil? Boris Yeltsin 
has no doubt that the natural 
resources of Russia belong to the 
Russians. 

The absence of a consensus 
on how to redistribute property 
rights has complicated the 

• THE SOVIET empire is crumbling, with the 15 republics 
arguing over the cash they are supposed to pay into Mos-
cow's coffers. The political row between Mikhail Gorbachev 
and Russia's leader, Boris Yeltsin, is highlighted by the dispute 
over the share-out of the rental value of natural resources. 

FRED HARRISON reports. 

budgetary dispute. Gorbachev 
does not want land sold to 
private owners, but it now begins 
to look as though his demand 
for a referendum on the issue is 
likely to fall by the wayside. 

And on this key issue of pro-
perty in land, his political 
challenger, Boris Yeltsin, seems 
to have no coherent alternative. 
The Russians want users to have 
individual access to land, but 
they regard the concept of 
private ownership as alien. And 
they have no theoretical way of 
resolving what looks at first sight 
like a complex problem of the 
legitimate rights of society 
against the rights of the users 
of land. 

This confusion found further 
expression over Easter, during 
the crisis Russian Congress of 
People's Deputies, which was 
held to determine Yeltsin's 
political fate. Premier Ivan 
Silayev outlined an economic 

EXIT FROM MOSCOW 
ON THE subject of urban land pro-
blems, Prof. Bronshtein provided 
an insight into the debate now rag-
ing in the Soviet Union. 

He reported a discussion held in 
the presence of the US Ambas-
sador, during which the Vice-
Mayor of Moscow declared that "If 
we collect the maximum value for 
the land available in Moscow, then 
the city budget would be in a 
good standing". 

Prof. Bronshtein raised an objec-
tion to this view. "I said, 'Not the 

maximum, but rather the optimal'. 
But unfortunately, in fact what we 
have done is move to a maximisa-
tion, because land value, which is 
usually represented as property 
value, namely the buildings on the 
land, have in fact risen 23 times -
2,300% - in one year. 

"For that reason business is 
beginning to leave Moscow. These 
are the problems that are arising 
from not having a properly dev-
eloped theory of rents". 

reform programme that said 
nothing about breaking up the 
collective farms and selling off 
the land. 

A COHERENT plan to solve the 
dispute over budgetary needs 
and property rights was advan-
ced in London on March 25. 

Mikhail Bronshtein, a pro-
fessor at the University of Tartu, 
in Estonia, outlined the ele-
ments for a solution at the 19th 
conference of the International 
Union for Land Value Taxation 
and Free Trade. His views are 
being circulated in Moscow, 
where he is a member of the 
Soviet Union's Supreme Soviet. 

Prof. Bronshtein said that the 
way in which rental income was 
owned and distributed formed 
part of the problem of social 
conflict. He referred to the 
current case of price rises. Some 
disadvantaged areas had to be 
compensated, and he cited Cen-
tral Asia, which had received 
very low prices for its cotton. 

When a fund was established 
to compensate the poorer areas, 
a dispute arose over the size of 
the contributions. Russia dec-
lared that it had to support its 
own poor regions. 

Said Prof. Bronshtein: "To 
deal with this problem and get 
past this impasse, a good idea 
would be to arrive at a property 
system of rents whereby we 
could collect money from one 
region and distribute them to 
others". 

Alexander Meyendorff, a 

Continued on Page 36 
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From Page 35 

Moscow-based economist who 
was educated at US universities, 
interjected during Prof. Bron-
shtein's speech to suggest an 
even split of the rental value of 
land and natural resources bet-
ween federal governments and 
the union. 

Prof. Bronshtein reacted by 
saying that the Supreme Soviet 
had yet to resolve that issue. His 
attempt at a solution to the pro-
blem of what was a fair share-
out got him into trouble. 

In a parliamentary speech, he 
suggested that disadvantaged 
regions ought to be compen-
sated for the economic dis-
crimination that had been 
practiced against them in the 
past, but that these areas could 
not be expected to be compen-
sated for poverty that stemmed 
from a high birth rate. 

"When I said this, half of 
Parliament got to its feet, saying 
I was an enemy of Islam," said 
Prof. Bronshtein. 

IN THE PAPER he presented to 
the conference, Prof. Bronshtein 
firmly located the dispute 

^Stabilising 
PROF. Bronshtein recognises that 
there are two sides to the con-
troversy on property rights. The 
argument that land needs to be 
privately owned, if the producers 
are to increase output, is offset by 
those who maintain that the state 
can continue to own the land while 
freeing users to generate an in-
crease in wealth. 

But how do you balance these 
rights into a working system? Prof. 
Bronshtein - who was exposed to 
the economics of American social 
reformer Henry George at a con-
ference in New York last summer, 
which was funded by the Robert 
Schalkenbach Foundation - iden-
tified the solution in terms of the 
share-out of rent. 

"The problem consists in in-
stituting an equitable rent payment 
system", he declared. 

• Alexander Meyendorff 

over rental income at the heart 
of the Soviet crisis. 

"The depth of the economic, 
social and national crisis in the 
Soviet Union at the end of the 
'80s and the beginning of the '90s 
was caused - among other 
reasons of a more general nature 
- by the deformation of the sys-
tem of land and rental rela-
tions". 

Despite its rich natural re-
sources, the Soviet Union had 
failed to place sufficient food in 
the shops. 

As a result of the debates of 
the past two years, the republics 
as sovereign states declared their 
intention of retaining the rent of 
land. But this led to the "war of 
budgets", when the question of 
sharing the rent across the 
union came onto the agenda. 

share-outs-i 
The need for this solution was 

urgent, for without such a safe-
guard, land would become the 
object of speculation and this 
would limit production and siphon 
off capital. "We are already ex-
periencing such a process as the 
selling prices of village and city 
structures, which in fact include 
prices of land, have a tendency to 
increase rapidly", he disclosed. 

In describing the current tax sys-
tem as chaotic, Prof. Bronshtein 
concluded with this advice for the 
USSR: "It would seem reasonable 
to substitute taxes on land and cer-
tain other kinds of property, objec-
tively assessed, for the numerous 
deduction (taxes) to the Union, 
Republican and local budgets. 
This could be a stabilising factor in 
economic, social and national 
respects". 

The Russian federation, 
which owns over 80% of the raw 
materials which yield the high-
est rents in the union, created 
the biggest problems. 

"The Russian federation 
planned to retain for itself the 
major part of the rent", ex-
plained Prof. Bronshtein. "If 
one takes into account that the 
Russian Republic ordinarily 
supplied about half of the re-
ceipts of the Union budget 
and that the military expenses 
included in the Union budget 
themselves constitute about 100 
billion roubles, the Russian 
parliament actually deprived 
the Union of its normal basis 
for existence. 

"Inside the Russian Federa-
tion a dangerous situation arose. 
Declaring their sovereignty and 
the right to own their natural 
resources, some Autonomous 
Republics and territories want 
to retain for themselves the 
management of rent, thus dep-
riving the Federation itself of a 
normal financial basis for its 
existence. 

"If rent is appropriated solely 
at the places of its origin, some 
republics will find themselves in 
an extremely difficult situation. 
Examples of this are already at 
hand. A very sharp national 
conflict arose in the Fergan 
valley between the Kirghiz and 
Uzbek populations, the basis of 
which was an unequal distribu-
tion of the better plots of land. 

Prof. Bronshtein provided 
some imaginative insights into 
how a new approach to rent-
sharing could unite the Soviet 
peoples. 

He insisted that a share-out of 
rental income could soften 
national and social conflicts. 
"The rent received from land 
plots of higher natural produc-
tivity must in my opinion, be dis-
tributed between the producers 
and the local and union budgets. 
The tax system should be struc-
tured accordingly. 

Continued on Page 37 
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'FIXED FOR FAILURE' 
FRENZY prevails in the halls and 
hearing rooms of the 52nd Legisla-
ture. The provocateur? Our oldest, 
most equitable tax - the real pro-
perty tax. 

The property tax is equitable 
because the same rate is applied, 
statewide, on the current market 
value of ail land and all improve-
ments whether the use be for 
single-family residences, apart-
ment/condominiums or for com-
mercial/industrial purposes. 

The system is unbiased when it is 
based on current value - market 
value. Market forces set the value 
of any particular site. Neighbor-
hoods exhibit similarities - for 
example, a downtown, an indus-
trial area, a conglomeration of 
slums, or a posh neighborhod with 
guarded gates. Assessments for all 
occur every one, two or four years, 
depending on the county. 
(Thurston has yearly revalua-
ions.) 

But tinkering with "the market" 
by freezing assessed values as of a 
certain date, or giving exemptions 
(or "current use" status) to certain 
property owners is dangerous. 

It skews the market. It produces 
higher taxes for everyone but the 
favored few. It lowers revenues to 
any local government pressed 
against the 106 percent levy lid. 

Our current frenzy stems from 
two proposals last June. One was 
Gov. Booth Gardner's plan to 
clamp a lid on assessed valuations 
of homes worth $200,000, coupled 
with higher senior citizen/handi-
capped exemptions. A second 
from Sen. Oan McDonald, 
R-Bellevue, would have based 
assessments on a five-year running 
average. And there are others - as 
many as 15 were proposed even 
before the session got under way. 

In the last week of January, the 

META HELLER reports from Olympia, 
Washington State, where legislators 
propose "tinkering" measures for the 

property tax. 

Senate passed a new McDonald 
proposal: give counties the option 
of freezing this year's property 
valuations at 1989 levels. He calls it 
a "short -term fix". 

But King County Assessor Ruthe 
Ridder's analysis suggests it would 
be a long-term problem. King 
County property owners account 
for approximately one-half the 
state's property revenues. 

Ridder says moderate-to-low 
property owners - single-family 
residences, apartments, con-
dominiums, even a few industrial 
owners - would pay more. Boeing, 
for example, would pay $5 million 
more. 

One the other hand, the more 
affluent residents with waterfront, 
wonderful views, or owning other 
desirable sites would pay less. Two 
downtown Seattle skyscrapers, 
which changed hands recently, 
also would pay less — up to 
$700,000 less. 

Homeowners in "lukewarm 
markets" - Federal Way, Auburn, 
Enumclaw, Highline, South Cen-
tral Seattle, Skykomish - would 
pay more. Where is equity for the 
working class? 

The reason tax breaks for some 
always hurt others is that each year 
every county, city, special district 
prepares a budget based on 
anticipated revenue from the pro-
perty tax (as well as estimated 
revenues from the sales tax, licen-
ses and fees). The budget alloca-
tion from property revenues must 
be covered by residents in that 
county, city, special district. (If 
some property owners get extraor-
dinary "relief," the rest simply 
pay more. 

Ridder's analysis for Seattle, for 
example, shows that the 1991 levy 
rate would have to be increased 
from $10.96 per $1,000 valuation to 
$15 to counter the artificially lower 
"freeze assessments" for some. 
The cities of Renton and Normandy 
Park would lose substantial rev-
enue because they are at the 106 
percent levy lid. Special districts 
(also at the lid) would also lose 
heavily - libraries, medic pro-
grams, parks and fire districts. 

Our forebearers understood the 
property tax. Today people seem 
not to understand. Every assessor 
who has testified on any of the 
"property tax relief measures" says 
these bills will give relief to richer 
homeowners, raise bills for poo-er 
homeowners, increase rents for 
non-property owners, and be neut-
ral for most business property 
owners. Who is listening? 

The only revision to the property 
tax that would bring lower bills to 
almost everyone, make rents more 
affordable, and dampen land 
speculation is one that levies a 
higher rate on land values (say, 21/ 
2% percent) and a lower rate on 
buildings (say, 1/2 percent). That 
would promote equity. 

No such bill has surfaced in 
either chamber. 

"The problem consists in 
devising an equitable tax system 
for redistributing rent that might 
provide sufficient economic in-
centives for a more effective use 
of the best plots of land, as well 
as covering within certain limits 
local and national budgetary 

needs. This could be a way of 
increasing the volume of profits 
and rent that are a source of the 
growth of individual and public 
wealth, and of lowering social 
and national tensions. 

"I might point out that the sys-
tem of rent redistribution by 

means of tax rates associated 
with local, Republican and 
Union budgets so far have not 
been worked out scientifically. 
The search for a solution was 
begun empirically in the process 
of solving conflicts and con-
ciliating interests". • 
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Japanese urged: 
Return to basics 

THE recent steep rise in land prices 
has led to a considerable widening of 
the gap between Japan's haves and 
have-nots. Not only are more bus-
inesses buying land, but the steep rise 
in land prices has caused problems 
such as the economic gap between 
metropolitan areas and outlying areas. 

The widened asset gap could 
damage people's fundamental trust in 
equality of opportunity and lead to a 
decline in the will to work and the 
business spirit. 

Moreover, Japan's land problem 
has become an international issue, for 
it allegedly prevents foreign business 
from entering the Japanese market. 

The enactment of the Basic Land 
Act in December 1989 necessitates a 
comprehensive review of land taxa-
tion so that the tax system will be con-
sistent with land policy. The review is 
also awaited in the context of the Tax 
Reform of 1988, balancing income, 
consumption and property. 

The "Basic Report on Desirable 
Land Taxation", publicised by the Tax 
Commission last October, called for 
fundamental changes in the land tax 
system. 

The report established two basic 
principles for land taxation: assur-
ance of assurance of appropriate and 
equitable taxation, and land taxation 
as a part of effective land policy. 
These principles reflect the attitude 
toward land as a precious public 
resource. 

The principles can be regarded as 
conflicting. The approach of this 
report, however, is that an adequate 
tax burden on holding, transfer and 
acquisition of land can reduce its 
advantage as an asset. This will pre-
vent land holding based on price 
speculation and allow efficient use 
of land. 

Although the report admits that tax-
ation is an important method of solv-
ing the land problem, it also em-
phasizes implementation of other 
policies including decentralization, 
city planning and financial policy. 

Last December the government of 
Japan decided on the itemised pro-
posals for the comprehensive land tax 

ANALYSIS from 
TOKYO by 

MAMORU OZAKI 

Director-General 
of the Tax Bureau 

in Japan's 
Finance Ministry 

reform based on the report of the Tax 
Commission. Legislation necessary 
to implement the reform will be sub-
mitted to the present session of the 
Diet. 

The proposed reform includes 
many drastic changes. Above all, it 
proposes a new national land holding 
tax ("land value tax"). This tax rests on 
the assumption that the municipal 
fixed asset tax does not adequately 
tax the asset value of land. The 
municipal fixed asset tax is a levy on 
the usage value of land which con-
siders the benefit of municipal public 
service to the asset holder. 

Capital gains taxation will increase 
based on the balance between un-
earned gains from land and employ-
ment income, and the necessity to 
reduce the advantage of land as an 
asset. Some believe that capital gains 
taxation should be decreased to 
stimulate land sales and avoid a land 
sales gridlock. 

But past trials of reduced capital 
gains taxation did not work as expec-
ted. Lighter taxation could favour land 
speculation and could increase 
demand rather than supply. 

In addition, in cases of land transfer 
for certain objectives such as high-
standard residential land develop-
ment, favourable capital gains tax-
ation will be expanded. 

We expect that such a comprehen-
sive review of land taxation together 
with implementation of other land 
policies will reduce the asset advan-
tage of land, promote its efficient use 
while preventing speculative land 
holding and increase the supply of 

residential land, thus depressing 
land prices. 

The following are the main points of 
the land tax reform proposed by the 
government. 

(1) Introduction of the land value 
tax. Beginning in 1992, individual and 
corporate owners or lessees of land 
will pay tax yearly on the assessment 
value for the inheritance tax. 

Tax is levied at the rate of 0.3% 
(0.2% in 1992) on the total amount of 
all land held by the taxpayer. The 
basic deduction is Y1 billion ($7.5 
million) or Y1.5 billion ($11 million) 
for individuals and small cor-
porations; or Y30,000 ($225) mul-
tiplied by the area of the land holding 
in square meters, whichever is larger. 

Residential or agricultural land and 
land held by non-profit organizations 
is exempted in principle. Land used 
for public welfare facilities such as 
hospitals, railways and water supply is 
also exempt. 

(2) Assurance of appropriate valua-
tion for the fixed asset tax. As a result 
of scheduled revaluation this year, the 
assessment value is expected to rise 
an average of 30%. Rationalization of 
valuation will be also pursued 
thereafter. 

(3) Assurance of appropriate valua-
tion for the inheritance tax. The ratio 
of the valuation to the published land 
price will be raised. 

(4) Introduction of taxation on idle 
land. Beginning in 1991, the municipal 
special land holding tax will be rein-
forced based on a newly introduced 
city planning system for identifying 
and promoting the utilization of idle 
land. 

(5) Rationalization of taxation on 
agricultural land. Within the urbanisa-
tion promotion areas in the desig-
nated cities of the three major 
metropolitan areas, favourable valua-
tion of agricultural land for the 
inheritance tax and the fixed assets 
tax will be abolished starting in 1992. 
Exception: agricultural land desig-
nated as "productive green tract area" 
for environmental preservation. 

Continued on Page 39 
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Site-value tax test 
WHILE British poll-tax payers -
and those who prefer to be non-
payers - contemplate the sink-
ing of Margaret Thatchers 
flagship and reflect on the alter-
native ways of raising local 
revenues offered by the contend-
ing political parties, a group of 
citizens in the Antipodes are 
making progress in demonstrat-
ing to their government that a 
change in the local taxation sys-
tem is also needed there. 

At present, municipalities in 
Tasmania get their revenues 
from a property tax similar to 
Britain's former domestic rates -
by taxing the annual value of 
land and buildings taken to-
gether. This system, and the way 
it maltreats those people who 
improve their properties, has 
long been the subject of criti-
cism. Now, Tasmania's Muni-
cipal Reform Group have made 
an extensive survey to expose 
what they call "the fallacy of rat-
ing improvements". 

Since 1970, the Group have 
surveyed a total of 28 muni-
cipalities to see how a change to 
site-value rating, under which 
buildings are completely ex-
cluded from the assessments, 
would compare with the 
present system. 

Over the past four years, the 
Group have prepared 15 reports 
covering nearly 30,000 proper-
ties. The results show that the 
number of "winners" and 
"losers" from the change of sys-
tem would be almost even; the 
assessments of some 15,000 pro-
perties would be reduced, while 

(6) Strengthening of the tax system 
for individual long-term capital gains 
to a flat 30% from the present 20% and 
25%, beginning in 1992. Also, the 
inhabitants tax will increase to 9% 
from 6% and 7.5%. 

(7) Reduction of the reduced rates 
for supply of residential land to 15% 

B. W. BROOKES reports 
on TASMANIA 

about 13,000 would be in-
creased. 

However, a detailed analysis 
reveals that, behind the statisti-
cal similarity, the pattern of 
changes compared with the way 
the present tax falls would be lit-
tle short of dramatic. 

Householders, for example, 
would make substantial gains. 
Of the 12,000 residential proper-
ties surveyed, nearly 11,000 
would get reduced assessments, 
most of them slashed by more 
than fifty per cent. 

Owners of commercial pro-
perties would also do well. 
Nearly three-quarters of the one 
thousand business properties 
that the Group examined would 
get lower tax-bills, more than 
half of them benefitting to the 
tune of fifty per cent or more. 

Most of the properties that 
would be more highly rated 
under the site-value system were 
either vacant sites in the towns 
or "squatters" in the country, the 
latter being valuable plots of 
rural land not being used to their 
full potential. The great majority 
of these would find their ass-
essments increased by more 
than fifty per cent. 

The Reform Group's survey 
demonstrates conclusively that 
site-value rating would force a 
clear swing in taxation, away 
from well developed properties -

from flat 20%, beginning in 1991. 
Inhabitants' tax will decrease to 5% 
from 6%. 

(8) Strengthening of the tax system 
for corporate capital gains. Beginning 
in 1992, a 10% tax in addition to 
ordinary corporate tax will apply to 
long-term (over five years) capital 

houses, shops, office buildings -
and towards those where in-
ferior buildings and shoddy 
structures demean the intrinsic 
quality of the sites. There is no 
doubt that, if the change were 
made to the new system, the 
owners of such properties would 
be under strong financial pre-
ssure to modernise and im-
prove. 

The Group's honorary sec-
retary, Ron Excell, told Land & 
Liberty that he saw the results of 
the survey as a complete vin-
dication of the Reform Group's 
long-standing advocacy of 
"modern rating". 

"The rating of improve-
ments", he said, "has always 
been a blot on Tasmania's 
record as a progressive and 
enlightened community. It is 
about time we recognised the 
scandal of rating more heavily 
those who use their land pro-
perly and the sheer injustice of 
charging owners more in tax 
whenever they modernize their 
homes". 

Referring to the properties 
that would be assessed more 
highly, he said: "Most of the 
vacant sites are valuable plots in 
or near town-centres whose 
values benefit considerably 
from local development, much 
of it financed by the general 
community. 

"The majority of the rural pro-
perties that would be rated more 
heavily are valuable plots, pro-
bably held for speculation, that 
have been allowed to degenerate 
into weed-covered eyesores". 

gains. The tax system for super-short-
term two years or less gains will also 
be strengthened. 

(9) Countermeasures against tax 
avoidance. A certain amount of real 
estate income loss related to interest 
on land investment loans will not com-
pensate for other incoftie. 
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Key to give humanity a decent chance 
THE WORLD of the last decade of the twentieth century is one in 
which it appears that everything that could possibly go wrong is 
going wrong. Or, to be rather more accurate, there are two worlds, 
each organised according to different principles, and each going 
wrong in its own way. 

In the one, namely North America, western Europe and those of 
its former colonies that are as yet untouched by, or have successfully 
resisted, revolutionary socialist movements according to the 
philosophy of Karl Marx, there are chronic and worsening unem-
ployment, poverty, homelessness and varying degrees of crime. 

Here we have the failure of 'capitalism', a misnomer, since it 
obscures the essential difference between capital in the true sense, 
that is to say wealth (goods, in fact) in the process of exchange, or set 
aside to assist in the process of creating more wealth, and land, 
created by no man, but a free gift of nature from the very 
beginning. 

In the other world, typically the U.S.S.R. and its former satellites, 
a mistaken idea of what to do about the same two economic 
categories led to public ownership of'the means of production', and 
the attempted conduct of both production and exchange by 
departments of government. 

True, the people responsible recognised the difference between 
land and capital, as Marx had done before them; but, after a short 
experiment with the soundest of Marxian doctrines, as expressed in 
the Communist Manifesto of 18471, that rent should be tapped for 
public revenue, they abandoned it, and conferred the use of land as 
a free gift to users, deriving taxation from other sources. 

The results of all their efforts have been widespread inefficiency, 
gross shortages of consumer goods, and the creation of a privileged 
class based, no longer on land-ownership, but on communist party 
membership and official status. 

To cap it all, mutual antagonism and fear have induced both 
groups of governments, not only to pile up stocks of nuclear 
weapons, but also to develop and expand their supplies of so-called 
conventional ones. To make matters even worse, they have 
encouraged a growing export trade in arms with the former colonies 
and protectorates, first for reasons of political affiliation, but later 
for almost purely commercial ones. 

The horrifying possibilities of this situation have been 
demonstrated recently by the annexation of American- and 
European-supported 'capitalist' Kuwait by U.S.S.R-supported 
socialist Iraq, and the consequent overwhelming defeat of Iraq by a 
mainly American and British force. 

Iraqi casualties after six weeks of virtually unopposed aerial bom-
bardment, and one of ground war. have been estimated at 100,000, 
while those of the allies are barely into three figures. Before their re-
treat, the Iraqi forces first pumped vast quantities of oil into the Per-
sian Gulf, then set fire to about 600 oil wells. The scale of the 
ecological damage can only be guessed at for the time being; but it 
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but it needs to be borne in mind by readers of this one, both as the 
ultimate consequence of economic tensions, and an extreme exam-
ple of the reckless destruction of our common heritage. 

IT IS not, of course, solely on account of his projected land reform, 
otherwise known as the single tax, that Henry George is remem-
bered, but also for his masterly analysis of the economic damage 
inflicted by so-called 'protective tariffs' and bounties.3 This question 
is convincingly tackled in the present work by reference to the 
ultimately self-defeating methods of mono-cultural farming that 
are inescapable within the present system of subsidies and guaran-
teed prices. 

Finally, it is heartening for us to realise that we are pushing 
against a door that is beginning to show signs of yielding. A landowf-
ner's debt to society is already being recognised in a small way in 
Britain by arrangements between local authorities and building 
and civil engineering contractors whereby the latter provide, at no 
additional cost to the authorities, infrastructure over and above the 
main work contracted for. There is no way for a contractor to carry 
such expenditure in addition to his production costs; so it has to be 
deducted from the price paid for the land. 

In the United States, a judicial decision recognising that land 
values are publicly, not individually, created must similarly tend to 
erode the popular notion that the unconditional private ownership 
of land is as fixed and immutable as the laws of the Medes and Per-
sians. Incidentally, the British devotee of pure Georgism need not 
be upset by an American contributor's apparent justification of the 
idea that landowners should be compensated in the event of the 
imposition of a one hundred percent land-value tax. 

The fact is that, in the United States, they could easily establish 
such a claim under provisions of the Constitution relating to land-
ownership and "taking" by the government. The most effective way 
of circumventing them would be by way of a consitutional Amend-
ment, which would need considerable popular support. 

In Britain, on the contrary, where there is no written constitution 
and "freehold" land is still theoretically owned by the Crown, all 
that would be necessary to effect the same result would be to repeal 
both the Acts of Enclosure and the Acts by which feudal tenures 
were abolished. The slate would then be clean for a new condition of 
tenure to be enacted, namely annual payment to the Crown of the 
full rental value; and the question of compensation could hardly 
arise. This matter is not discussed in the volume now under 
consideration. 

Altogether this is a book that should be read, not only by existing 
converts to the philosophy expressed in it, who are always on the 
lookout for fresh facts and arguments to support their case, but also 
by all who are genuinely seeking a radical solution to the economic 
ills of the world. (It is to be hoped that there are many such among 
the policy makers of both the 'capitalist' and the socialist 
worlds). 
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THE CHURCH AND THE LAND: Part Three 

Redemption I WOULD like to consider the 
other element in my title of my 
theme, namely the creation of 
wealth. "Creation" is, of course, 
a traditional theological term, 
whatever else it may be. Tra-
ditional theology has always 
tried to investigate the question, 
"creation out of what?". One 
traditional answer (but only 
one) has been creation ex nihilo -
creation out of nothing. 

Actually, there is little stress 
on this understanding of crea-
tion in the main stream of the 
Bible. The more important 
understanding is that creation is 
a process of moving from chaos 
into order, of moving from dark-
ness into light, moving from the 
disorder of the rule of the powers 
of darkness into the true 
authority of the Creator-Lord of 
all things12. 

So far, so good; it all sounds 
fairly straightforward, and 
perhaps without controversy. 
But then, we look at what we 
ourselves experience as the crea-
tion of wealth; it is inescapable 
for us that this creation seems to 
depend upon a continuous pro-
cess of destruction. All innova-
tion seems to involve the de-
struction or displacing of exist-
ing modes of production. 

Creativity destroys earlier 
achievements and earlier skills; 
this appears to be inescapably 
tied up with the generation of 
wealth. How far can this be 
allowed to go? The questions of 
cost and sustainability in this 
understanding of creation are 
becoming more and more press-
ing upon us, as entirely practical 
issues, not merely as problems 
dreamed up by moral philoso-
phers or romantic antiquarians. 

If we uncritically accept this 
sort of understanding of crea-
tion, should we be surprised if it 
leads us to at least two very 
dubious further assumptions? 
The first is, that creation of 
wealth is to be measured by a 

• The Bishop of 
Shrewsbury, the 
Rt. Rev. JOHN D. 
DAVIES, concludes his study of the 
scriptures and the process of wealth 
creation. 
process in which the rich have 
their wealth increased in order 
to induce them to work hard, 
while the poor are kept poor in 
order to make them work hard. 

The second is that we define 
"the creation of wealth" as a pro-
cess which yields its results 
today, without reference to the 
future. As some very honest 
Afrikaners are saying, "even 
though we support the apartheid 
system, we recognise that we are 
being very unfair on our grand-
children". How far can we talk 
of a creation of wealth, if this is 
going to push the problem of the 
cost of maintainimg the human 
race in future onto the gen-
erations which have still to 
come? 

Perhaps we are unconsciously 
suffering from the effects of a 
shallow Christian teaching con-
cerning immortality. The people 
who operated the law of Moses 
had very little idea of personal 
immortality; any future which 
they had was a future in their 
own descendents. 

Therefore, the care for the 
land, and the treating of the land 
as a colleague which had to be 
given a time of rest at regular 
intervals, was a way of safe-
guarding the interests of future 
generations13. For some reason, 
the moral incentive to do this 
has become much weaker for 
members of our culture in recent 
years. I wonder whether Chris-
tian preaching has contributed 
to this state of affairs? 

However this may be, there is 
one feature of the biblical doc-
trine of creation which I suggest 
ought to be taken very seriously 
if we are talking about "the crea-
tion of wealth". It is this: 
although the story of creation, in 

the Book of Genesis, does come 
first in the ordering of the Scrip-
tures, it is not the first story to be 
conceived and written down; 
nor is it really the first story in 
the logical order of develop-
ment. It is put first in the Bible to 
make a sensible attempt at giv-
ing a historical shape to the 
process. 

But actually the conviction 
which underlies the creation 
theme is, again, the sense that we 
are a liberated people. Because 
God has created us as a people, 
by bringing us out of slavery into 
nationhood, we recognise this 
one God to be the source of crea-
tive purpose in the world and the 
universe as a whole. Knowing 
this God as we do from our own 
experience of liberation, we 
attribute to this God the creative 
impulse for all movement which 
brings new things into being. 
That is the logic of the doctrine 
of the Creator. Our doctrine of 
creation depends upon the 
experience of redemption, rather 
than the other way round. 

This raises very sharply the 
question, can a community 
which has not fully known 
redemption develop an authen-
tic doctrine or vision of creation? 
And by creation in this context, 
of course I have to include the 
creation of wealth. 

SO THEN, what are we talking 
about by this word "redemp-
tion"? Here, at least, we are fir-
mly within the framework of 
economic terms. "Redemption" 
is, before anything else, an 
economic "term. It is about 
deliverance from the condition 
of slavery14; it is about a change 
of condition from being valued 
entirely in terms of one's pro-
ductivity on behalf of someone 
else, into being a free agent who 
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and the lands of freedom 
is able to take responsibility for 
one's own labour and one's own 
contribution to the creation of 
wealth. This is the distinction 
between a slave and a free per-
son. We seriously miss the 
meaning of "redemption" if we 
detach it too much from this 
fundamental economic root. 

Christian slave-communities 
have known all about this. The 
songs which we rightly call 
"spirituals" were at first code-
songs devised by negro slaves 
who were encouraging each 
others' dreams of getting out 
along the "Underground Rail-
road" to freedom. They were not 
allowed to talk, because their 
masters assumed that they 
would talk about escaping; but 
they were allowed to sing - and 
so they sang about escaping. 

They sang about crossing the 
"Deep River" of Jordan. And 
"Jordan" had four meanings: 
the geographical meaning, the 
physical river in the Middle 
East; the historical meaning, the 
river crossed by Israel on the 
way into the Promised Land: the 
personal meaning, my own 
crossing over the personal boun-
dary of my own death; and the 
practical, immediate meaning, 
of the hope of the present com-
munity, the very real, physical 
river, the Ohio, the boundary 
between the slave-state and the 
free. That was the river of 
"redemption", for those par-
ticular singing communities. 
What would be the practical 
"river of redemption" for our 
own communities? 

Redemption is, and always 
was, a deliverance from slavery. 
Someone had to arrange this or 
pay for it. In the law of Moses, 
the redemption of the slave is 
closely linked to the redemption 
of the land15. Unless the land 

itself, the source of wealth, is set 
free for the people, the slaves 
might as well not be set free. 

The land is not permanently 
controlled by those who, by the 
changes and chances of history, 
happen to have gained control 
of the means of production16. 
Redemption is overcoming the 
alienation of the worker from 
the sources of wealth, the aliena-
tion of the worker from the 
wealth created by the work, and 
therefore the alienation of the 
worker from the work itself. 

Jesus came into a situation 
where, as I have said, the people 
of the land were very deeply 
alienated from the processes of 
the creation of wealth. But he 
still treated people within that 
alienated situation as respons-
ible moral agents17. He talked 
about forgiveness, but in doing 
so expressed himself in the 
traditional language concerning 
debt and the release from debt. 

For Him, as for his pre-
decessors, there was one verb 
which meant both what we call 
"forgive" and what we call 
"release" from debt. At the heart 
of his kingdom-prayer, he 
teaches us to pray that we may 
be released from our offences 
towards God just insofar as we 
release the debts of others18. 

Those who pray this prayer, 
therefore, are involved with 
Jesus in a movement which 
picks up the old theme of creat-
ing a nation which does not 
depend upon or live according 
to a system of debt. This con-
tinued with the apostolic move-
ment. Jesus had sent out his 
friends to be a community of 
forgiveness19; and the first sign 
that his spirit had come upon 
them was that they started to 
hold their wealth in common20. 
A first mark of a redeemed com-

munity, therefore is its attitude to 
economic power. 

How far are we a redeemed 
community? To be a slave means 
to be valued as a productive unit. 
In so far as a person is valued as 
a producer, and is labelled as 
such, and is non-valued as a 
non-producer and labelled as 
such, surely we are still in a state 
of non-redeemedness. Are we in 
a position, therefore, to claim to 
be involved authentically in the 
process which we have lfearned 
to call "creation"? 

THE CHURCH itself has a par-
ticular contribution in this mat-
ter, even in one of its most 
domestic interest; why do we 
make a fuss about Sunday trad-
ing? Some Christians make 
quite a point of trying to reaffirm 
the values of the original Sab-
bath law; but the reason for this 
law was not just to bring 
everybody to Church. The Sab-
bath law was designed to ensure 
that, on one day out of the seven, 
people would be united as a 
redeemed community around 
the worship of God, so that the 
weekday distinctions of em-
ployer, employed and unem-
ployed could be seen to be 
overruled. That is what we are 
standing for when we claim the 
Sabbath law. The Sabbath law 
was not primarily a ritual law; it 
was a labour law21. 

The Commandment concern-
ing the Sabbath includes both 
employer an employee, slave-
owner and slave, equally. Even if 
there are conditions in which 
certain people are classified as 
slaves, these conditions are not 
to last indefinitely; they are 
interrupted every seventh day. 
There is, therefore, a degree of 
compromise in the process of 

Continued on Page 44 
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THE CHURCH AND THE LAND: Part Three 
From Page 43 
"redemption". But everybody is 
affected by this process. No-one 
is excluded from it. So every-
body can be said to share in the 
character of a liberated society, 
according to this law. 

Redemption brings freedom. 
But this is a dangerous idea, 
which has got to be checked 
against the purpose of God at 
every point. The story of Exodus 
ought to have a Government 
Health Warning on it. We can 
see around us, among some 
white South Africans, among 
some communities in Northern 
Ireland, how the idea of being an 
Exodus-people can lead to being 
an exploiting and excluding 
community. The people who are 
redeemed by God are them-
selves those who are most shar-
ply judged by God. They are 
called to live according to their 
redeemedness. And the whole 
biblical witness tells of people 
who are in one sense "free" but 
are not acting as redeemed peo-
ple. There is even the man in the 
Gospels who was able to break 
the chains which bound him but 
was totally under the control of 
irrational demons22. 

The time of the Reformation 
was a time of great claiming of 
the principle of redemption, the 
liberation of the human spirit. 
But Martin Luther was greatly 
distressed to see that some peo-
ple immediately perverted the 
new freedom by claiming it as a 
freedom to do what they liked 
with their own property: 
"If I be free then I may do what I 
like; this thing is mine own, why 
then should I not sell it for as much 
as I may get? Moreover, seeing we 
obtain not salvation by our good 
works, why should we give any-
thing to the poor? Thus do they 
most carelessly shake off the yoke 
and bondage of the flesh and turn 
the liberty of the spirit into wanton-
ness and fleshly liberty. 

"But", says Martin Luther, "we 
will tell such careless contemners 

(although they believe us not, but 
laugh us to scorn) that if they use 
their bodies and their goods after 
their own lust (as indeed they do, 
for they-ijneither help the poor, nor 
lend to the needy, but beguile their 
brethren in bargaining, snatching 
and scraping into themselves by 
hook or by crook whatsoever they 
can), we tell them (I say) that they 
be notfree, brag they never so much 
of their liberty, but have lost Christ 
and Christian liberty, are become 
bond slaves of the devil, and are 
seven times worse under the name 
of Christian liberty, than they were 
before under the tyranny of the 
Pope"23. 

So, if we pride ourselves on a 
freedom, a freedom in the 
market or a freedom from 
slavery or any other kind of 
freedom, we do have to ask very 
carefully "freedom for whom'? 
Our theological inheritance 
ought to give us certain checks to 
see whether our freedom is 
really a freedom of having 
been redeemed. 
THE LAW makes it very clear 
that there is a close identifica-
tion between slavery and debt24. 
The slave is in a state of constant 
indebtedness to the slave-owner. 
The slave does not own his or 
her life. Slavery is often imposed 
because a debt has been in-
curred which cannot be paid by 
money and has, therefore, to be 
paid by a period of unrewarded 
labour - labour which is entirely 
for the benefit of the owner and 
not for the slave. So the whole 
apparatus of debt is seen as part 
of the problem, not as part of the 
solution. It is evidence of some-
thing positively out of joint, in 
the design of creation. 

Where does this leave us, who 
share in an economic culture 
largely shaped by debt? Eco-
nomic activity appears to be 
largely a system of exchanging 
the papers which are evidence of 
our indebtedness; this kind of 
operation is even credited with 

being, in itself, the process of 
"the creation of wealth". The 
"performance" of a company is 
judged by the way in which its 
debt-system is valued in the pro-
cesses of exchange, rather than 
in the quality of its products or 
its success in satisfying the 
needs of the community. 

If this, in the eyes of an out-
sider, seems absurd, it is no more 
absurd than the state of mind 
into which we seem to have got 
in our Churches; we decide 
whether a church is a proper 
church by checking the ortho-
doxy of its management-system, 
i.e. the "validity" of the ordina-
tion of its ministers. Surely the 
right way of deciding whether a 
church is authentic is by seeing 
if it is producing the fruit of the 
spirit and the signs of the 
kingdom? 

As with many organisations, 
this is a kind of structured fan-
tasy, in which we measure the 
quality of the organisation by 
criteria which have little to do 
with the actual product or pur-
pose for which the organisation 
is originally formed. 

I suggest that there are signs of 
our unredeemedness at many 
points in our social and eco-
nomic life. Within our own 
country, we wrestle at present 
with the disappointment in our 
attempts to operate a welfare 
state which is founded on the 
notion that I am my brother's 
keeper, and we find that the 
wealth to sustain it is not reliably 
being supplied from an eco-
nomy which is based upon the 
principle that I am my broth-
er's competitor. 

In practice, our energies in the 
individual supplying of want, 
have been more vigorous than 
our energies in the corporate 
supplying of needs. This, in turn, 
suggests that our education of 
conscience has not moved as 
quickly as our education in 
techniques. 
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Even if, within the limits of 
the economic system of one 
nation-state, the system of debt 
works reasonably effectively as a 
component within the wealth-
generating engine, it can create 
great problems at a more inter-
national level. There, we see more 
clearly the truth of the biblical 
witness, that systems of debt and 
of accumulation lead to poverty. 
I pointed out before, that magic 
and sorcery operate for the 
further disadvantage of the dis-
advantaged. To a man like Presi-
dent Nyerere, the international 
debt system, with its massive 
increase in interest rates, pre-
sents the dilemma of "do I pay 
our debts or do I feed our peo-
ple"? Or, who controls the price 
paid to tea-workers in Sri Lanka 
or tobacco-workers in Malawi? 
The system is devised to gen-
erate as much money-wealth in 
the purchasing countries as 
possible. It has been devised in 
their interest. 

We try to correct the balance 
by aid; but the aid does not even 
meet the cost of servicing the 
debt, so it does not go very far in 
assisting the poor and the 
hungry. In such a case, aid is not 
generosity; it is the first stage of 
justice. In the words of St. 
Ambrose, "You are not making a 
gift of your possessions to the 
poor person: you are handing 
over to him what is his"25. Such 
aid is the restoration of unpaid 
value, due to the poor for the low 
prices which they have received 
for primary products. All the aid 
in the world at present going 
from rich to poor countries does 
not compensate for the flow of 
wealth from the poor towards 
the rich. 

So the most important pro-
blem of conscience for the rich is 
not how to give to the poor but 
how to stop taking from the 
poor. And that is a redemption 
question. It is a question of the 
meaning of salvation. So, for 

instance, in the story of Jesus 
and Zacchaeus, we see that 
when Zacchaeus announces his 
intention of practicing volun-
tary justice and fining himself 
for the cheating of the poor, this 
is quite specifically described as 
salvation26. In our day, we need 
to find meanings for "redemp-
tion" and "salvation" which will 
be at least as realistic as those 
meanings which we find in the 
Old and New Testaments. 

I DO NOT pretend that I have 
contributed at all to the techni-
cal question of how, in fact, we 
go about to create wealth. 

But very often, the task of 
Christian theology is not to 
increase technical competence 
but to raise questions about 
motives, about purposes, and 
about fantasies hidden within 
conventional language. 

After the last election, one of 
the national newspapers carried 
a leading article which ex-
pressed a lot of sympathy for the 
opposition parties and for other 
groups of people who had been 
looking forward to some sort of 
change in our national life and 
priorities. But, said this news-
paper, none of these alternative 
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groups is able to show that it 
really understands the processes 
by which wealth is actually 
created. 

And, unless you can show that 
you do, you are not credibly in 
business in today's world. Well, I 
think that I grasp what that 
newspaper was getting at. But it 
implied that we all understand 
and agree upon the meaning of 
"creation of wealth". And, 
therefore, what is needed is com-
petent engagement with the 
technical processes involved. 

All I have tried to do is to con-
fuse the issue a bit, and ô sug-
gest that there may be more to 
the notion of "the creation of 
wealth" than normally, in our 
culture, meets the eye. 

Whatever else we may or may 
not get from some biblical 
reflection, one thing has to be 
very clear. "Wealth" and "the 
economy" are not independent 
forces or mindless super-human 
powers. They are brought about 
by human beings making 
decisions. They are proper areas 
for consideration by people who 
believe that they have the power 
to make moral choices. To say 
this, in the face of the public 
image which is given of "the 
market" and "the city" is in fact a 
defiant statement of belief. Like 
all serious belief, it does not 
immediately accord with the 
obvious evidence of the senses. 
The God of the Bible does 
address human beings, both the 
powerful and the powerless, as 
responsible agents. And this 
applies to financial and political 
structures as much as it does to 
personal behaviour. 

So, strange though it may 
seem, it is up to us. We should 
listen very carefully when the 
science of economics tells us 
that there is no such thing as a 
free lunch; but we should not 
interpret that warning as a law 
about where we should go to 
steal one. 
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Georgism for everyone 
Stephen Meintjes & Michael Jacques. The Trial Of Chaka Dlamini: 
An Economic Scenario For The New South Africa. Johannesburg: 

Amagi Books, 1 990 , 1 9 .95 rands. 

A FACILITY that has always 
been scarce in the Georgist 
movement is a supply of ex-
positions of our philosophy in a 
form that makes them suitable 
for popular consumption. 

It takes a steadfast reader to 
work his way through the four 
hundred pages of Henry 
George's Progress And Poverty, or 
even the two hundred of its 
abridgment, and this for a 
reason that will be familiar to 
devotees of Lewis Carroll's Alice 
In Wonderland. 

Neither book meets Alice's 
criterion of containing "pictures 
or conversations". The one now 
before us, The Trial Of Chaka 
Dlamini, by Stephen Meintjes 
and Michael Jacques, is not 
indeed illustrated, but conver-
sations are of its very essence. 

The technique is no new one 
in its application to questions of 
serious philosophical import, as 
the authors are evidently 
aware. 

Long ago, in the fourth cen-
tury B.C., Plato, alarmed by the 
condition into which Athens 
had sunk after half a century of 
rule by the people at large, and 
twenty-seven years of war, 
developed a plan for rule by a 
disinterested elite, and wrote it 
down in The Republic in the form 
of conversations between his 
mentor Socrates and characters 

By DAVID REDFEARN 

holding various conventional 
opinions. 

Now a convention may be 
defined as a concept accepted 
uncritically as the truth by a 
large majority; and it was 
indubitable truth that Socrates 
was seeking to arrive at. 

So, by means of a skilful series 
of questions, he would set to 
work on his companions, and 
condemn them out of their own 
mouths of not knowing what 
they were talking about. Having 
cleared the ground, he would 
put further questions to them to 
elicit more constructive answers. 

Unfortunately, in this world 
the truth, far from setting you 
free, as it is supposed to do, is 
more likely to get you into 
trouble. 

SOCRATES is an early example 
of the kind of thing that can hap-
pen; for he was arraigned and 
convicted on three charges, one 
of which was that of corrupting 
the young. He was then senten-
ced to death. 

The story is told for us in four 
more of Plato's dialogues, the 
Euthyphro, Apology, Crito and 
Phaedo, now known collectively 
as The Trial And Death Of 
Socrates. 

The Trial Of Chaka Dlamini 
has a happier end; for, although 

CHAKA IN BUDAPEST 
AT THE invitation of Professor Chako Chabi, Rector og the 
Budapest University of Economic Sciences, Stephen Meintjes 
(right) met lecturers and students in April to examine the 
relevance to Hungary of his book's proposal. Mr Meintjes poin-
ted out thai the proposals by "Chaka" aimed to reconcile the 
apparently conflicting demands between the government and 
international investors for privatization, lower taxes and less 
state regulation, and the demands by the mass movements 
such as the ANC for redistribution via nationalization, higher 
taxation and more regulation. The meeting was chaired by Pro-
fessor Lajos Zelko, Dean of the Faculty of Economics. 

he is accused before an informal 
people's court in Soweto of the 
same offence of having a bad 
influence on the young men -
because he had been talking to 
them about Henry George and 
the single tax on the value of 
land - he succeeds in convinc-
ing his accusers one by one that 
they have been wrong and that 
he is right. 

Chaka's teaching method for 
most of the time is the reverse of 
that of Socrates, in that it is 
Dabulamanzi, a student of 
economics at the University of 
the Witwatersrand, Wilson 
Radebe, a young banker, Alfred 
Nkosi, a television cameraman, 
and various others, who ask the 
questions, and Chaka who pro-
vides the answers. 

No doubt considerations of 
space influenced the authors' 
choice in this matter for The 
Republic, though eminently 
readable, especially in F.M. Corn-
ford's translation (O.U.P.. 
1941), is a very long book 
indeed. 

Chaka's first task is to justify 
the idea of taxing land values to 
the exclusion of everything else. 
He does so with simple exam-
ples drawn from his hearers' 
own experience. 

Can they imagine, he puts it to 
them, Mbezi the pub-keeper 
maintaining a record of tax 
deducted from his employees' 
wages, adding it up and balanc-
ing it at the end of the year, and 
giving them all certificates to 
produce to the Receiver of 
Revenue? 

Their only reply is helpless 
laughter. Yet this, he assures 
them, is what the white men do, 
and what everybody would be 
expected to do under the 
socialist system of the Freedom 
Charter, in which they have so 
much faith. 

Indirect taxation, harder to 
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escape, is another effective 
deterrent to labour, chiefly 
because it makes it impossible to 
work the marginal lands, which 
would otherwise yield an ade-
quate livelihood to labour, but 
no more. 

Hence the drift to the shanty 
towns. The general tolerant 
attitude towards tax evasion and 
avoidance is a pointer to its 
basic immorality. 

Part of Mbezi's success, 
Chaka goes on to explain, is due 
to his organising ability and 
good relationships with his cus-
tomers; and his reward for these 
is one that he should be allowed 
to keep intact. 

On the other hand, part is due 
to the location he has chosen, 
and the density and quality of 
the surrounding population. 
This part shows up in the value 
of the site, which, being thus 
created by society, is the only 
logically and ethically justifi-
able source of public revenue. 

AT THIS point, Chaka deals 
with a question that is seldom 
considered: what happens when 
the market price of individual 
sites, which now provide a 
benchmark for the valuation of 
others, is totally absorbed by 
land value tax at one hundred 
per cent? 

The solution he quotes is one 
given in the thirties by Monsieur 
V. Precy of the 'Ligue Pour La 
Reforme Fonciere', a con-
tinuous auction in which bids 
are invited for rents, not prices. 

Having laid a secure founda-
tion, Chaka proceeds, against a 
diminishing opposition, to des-
cribe the wider social benefits 
that will accrue from this re-
form. Nobody will want to hold 
more land than he can pro-
fitably use; and the lifting of the 
taxes on industry and trade will 
encourage people to use the 
marginal lands that yield no 
rent, and will therefore also not 
be liable for the land value 
tax. 

This expansion of oppor-
tunities for individual enterprise 
will tend to curb monopoly, and, 
as a corollary, to replace a bank-
ing system that at present serves 
monopoly and speculation with 
a decentralised one that will 
benefit a rising class of small 
craftsmen and retailers. 

The first eause of the spe-
cifically South African pro-
blems of race relations, and 
rivalry between the Afrikaners 
and the English, will gradually 
be eliminated by a land reform 
that is in keeping with the 
traditions of both the Afrikaners 
and the African tribes; and the 
present vexed question of 
power-sharing will cease to 
exist. 

FINALLY, the implications of 
the single tax for the rest of the 
world are considered in some 
detail, as are also its probably 
beneficial effect on business 
cycles. 

Nor does Chaka neglect such 
matters as successful applica-

tions in part of the land value 
taxation principle, free trade 
and a proper limitation to the 
functions of government. 

This grasp of affairs is re-
markable, one would think, in 
an occupant of a "shoe-box 
house" in Soweto, until it 
becomes apparent, by an ac-
cumulation of references to 
sources, that he is a regular 
reader of Land & Liberty and 
The Economist. 

A further question on which 
one would have appreciated 
Chaka's opinion is the one of 
whether economic justice would 
suffice to soothe the inter-tribal 
animosities that at present 
appear to be exacerbated by 
right-wing extremists. 

It would also have been help-
ful if he had corrected a state-
ment by Dabulamanzi (page 8) 
that "money to pay wages" 
would be a part of Mbezi's ini-
tial working capital. 

Henry George exploded this 
fallacy by pointing out that 
wages are paid after labour has 
added value to the employer's 
stock of capital, and therefore at 
no time diminish it. Mbezi 
would pay the first week's wages 
out of the first week's takings. 

But these are minor criticisms of 
an excellent book that for some 
time to come should be both a valu-
able source of arguments and 
information for the convinced 
Georgist, and, above all, an enter-
taining introduction to Georgism 
for the beginner. 

From Back Page 
Street) paying lower rates than under the existing rating 
system. 

An attempt to calculate the annual rental value of land in 
Great Britain for 1985 has come up with the figure of £39.4 
bn, if all mineral rents, farmland, routeways and urban 
parks are excluded*. An average rate of 34p in the pound 
on that rateable value would have been sufficient to yield 
the £13.4 bn raised in Great Britain by the existing 
rates. 

Anders Muller of the Inland Revenue Directorate in 
Copenhagen, who has studied the operation, incidence 
and economic effects of Denmark's property taxes relative 
to other taxes, concluded that "it would therefore certainly 
be wise to consider an increase in taxes related to proper-
ties (which) could for example finance a reduction of the 

income tax". 
Far from having to think of transferring the responsibility 

for huge chunks of local spending, such as education, to 
central government, there are excellent social and 
economic reasons for contemplating local government 
rates displacing central government taxes. 

According to the British figures above, an additional 54p 
in the pound site-value rate would have been sufficient to 
replace all central government grants in 1985. The £21 bn 
saved would have been equivalent to one-third of personal 
income tax, corporation tax and employers' national 
insurance contributions together. 

•Ronald Banks, ed., Costing The Earth, London: Shepheard-Walwyn 
1989. 
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SOUND AND STABLE 
THE OPTIONS for improving the local property tax are 
back in the spotlight. The traditional approach is being 
favoured, of taxing both land and buildings, but more 
attention ought be directed at the possibility of exempting 
buildings altogether. 

Nigel Lawson, the former Chancellor of the Exchequer 
who resigned after a row with Margaret Thatcher, has 
breathed new life into his 1985 proposal. He opposed the 
Poll Tax, and suggested that the domestic rates (the pro-
perty tax) ought to fall on capital values. These values were 
to be updated when houses change hands. Depending on 
how often general revaluations took place, this could put 
an economically damaging premium on immobility. 

The Labour Party, in its Fair Rates document, advocates 
the use of an unspecified composite of "market price ... 
rebuilding costs, maintenance and repair costs, and 
private rents in order to calculate a rateable value". This 
raises more questions than it answers. 

On November 30, the Financial Times recommended 
"imputed rental income or the capital value of the site of 
domestic dwellings" as the best option. This is site-value 
rating (SVR), which was advocated by both the Labour and 
Liberal parties during the first half of this century, and 
which is operating in several countries today. 

The volatility of house prices since 1985 is now 
recognised as a major factor in Britain's current mac-
roeconomic problems, so it is worth emphasising that an 
annual tax on site values alone has an important stabilizing 
influence. Pittsburgh, the one large city in the US which is 
working towards such a tax - its tax rate rate on land values 
is considerably higher than the rate on buildings - has the 
lowest, most affordable house prices of any major US 
city. 

The bricks and mortar of a property form part of the 
physical output and capital stock of the economy. A tax on 
the yield of this stock, such as the rates, discourages its 
production and increases its price. Land, on the other 
hand, which is not produced by industry, generates a dif-
ferent price effect when it is taxed. The supply of housing 
sites cannot be manipulated in order to shift taxes. The net 
rent of a site, hence its price, falls in direct proportion to a 
tax on site rents. 

That's why it makes sense to direct the tax burden onto 
the value of land alone. This would encourage, rather than 
discourage, the construction industry which is now in 
slump. For example, it penalises the speculators who hold 
land idle, for no good reason: for the tax falls on sites 
according to their highest and best use - as permitted by 
the planning laws and reflected in the demands of pros-
pective users - regardless of actual use. This increase in 
the supply of land for development further reduces rents 
and prices. 

THE incentives are all in the right direction. "De-roofing" 
would not be encouraged, and property owners would not 
be discouraged from making improvements. It is probably 
no coincidence that Pittsburgh hovers at the top of the 
Rand McNally Almanac list of America's most "livable" 
cities. 

When considering alternatives, the practical con-
clusions of actual experience is important. In 1989, the 
Lord Mayor of Brisbane's inquiry re-examined the approp-
riateness for that City of the existing SVR system. The 
committee of inquiry concluded that it was superior to 

• BRITAIN'S Prime Minis-
ter, John Major, has aban-
doned the poll tax in favour 
of some variation on the old 
property tax. 
• In a major study of the 
alternatives, a London firm 
- Coopers & Lybrand 
Deloitte, which was com-
missioned by the Rown-
tree Foundation - conclu-
ded that "A tax only on 
residential land is attractive 
economically because it 
ought not to affect landow-

ners' decisions as to how 
to use their land". But in 
practice, claimed the re-
port, the difficulty of 
separating land values 
from the value of buildings 
"makes such a tax difficult 

to administer". 
• In this review of the pro-
perty tax, DAVID RICHARDS 
re-considers the evidence, 
and finds persuasive ar-
guments in favour of the 
property tax on site val-
ues alone. 

orthodox rating as a "mechanism for achieving a city's 
town planning objectives". 

In supporting "rating on the unimproved (site) value of 
land", it noted that the "committee's conclusion in this 
regard is in line with the findings of other recent 
Australian inquiries". 

It also reported that the rating system presents greater 
valuation problems, so that the City would only be able to 
achieve its target of annually updating rateable values by 
remaining with SVR. In Brisbane, as in Scotland, dissatis-
faction had come to a head when the rates burden was 
drastically realigned after a seven year interval between 
general assessments. 

Denmark's local property tax is also based on site values 
alone, including farm land. Computerised annual updating 
of the country's land and buildings information system was 
introduced in 1982, and complete annual reassessments 
are imminent. By far the most straightforward and suc-
cessful part of the process is the separate site valuation 
system. 

In Britain, pilot site value surveys were carried out in 
Whitstable in 1963 and 1973, and the surveyor reported 
that "The field work involved in valuing site only is very 
much less than valuing site plus improvements". For speed 
and economy of implementation, SVR clearly fits the 
bill. 

Accountability and ability to pay are two criteria by 
which property taxes are judged to fare badly. However, 
the Brisbane report points out that those who pay rent or 
board contribute to the rates (so do housewives in kind). 
Furthermore, SVR does, in fact, bear proportionately on 
the capacity to own the most valuable land. Land is a 
"positional" good, which means that those with greater 
ability to pay choose to buy more of it, or to buy sites that 
are in the best locations (i.e., enjoy advantageous access 
to community-provided amenities or the beauties of 
nature). 

But is the tax base an adequate one? The Whitstable sur-
veys found that the increase in the number of properties on 
the rating roll made the overall site value base similar to 
the existing base, but would have resulted in most proper-
ties (including the best developed shops in the High 

Continued on Page 47 
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