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PRINCE CHARLES plans to meet
Scottish nationalists to discuss their
plans for land reform. The Daily
Telegraph reported (Aug. 31): "Many
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party's proposals for reclaiming land
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exempt". Land & Liberty will report
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attached to miscalculation. The human and ecological penalties for errors
have increased exponentially. End-of-the-world alarmism does not encourage an informed debate, but we have to recognise that the price of
ideological folly has undergone a quantum leap. So the plans that statesmen
may now propose need to be carefully audited before people accept them.
Glib promises, without a full accounting, will not do.
People generally accept the need to amend attitudes and behaviour, at
least in relation to our natural habitat. In this sphere there is a natural check:
even if our reason fails us, nature can alert us to the need to modify
lifestyles and institutions.
But the organisation of society is also being questioned. The need for
new approaches is the result of a profound disquiet about the certainties of
the 20th century. The causes of discontent penetrate deep into the individual and collective psyche.
The quest for new signposts into the future has been formally launched
by President Bill Clinton and Premier Tony Blair. They convened a conference in New York on Sept. 21 to arouse enthusiasm among think-tankers
and academics.
Bill Clinton's horizons are limited. In his State of the Union speech on
Jan.27, 1998, he said: "My fellow Americans, we have found a Third Way.
We have the smallest Government in 35 years, but a more progressive one".

Cover photo: US Vice-President Al Gore and
British Premier Tony Blair hatch plans for a Third
Way future (p. 2).

Mr Clinton may survive as President until 2000 if his nemesis, Kenneth Starr
- appointed to investigate the Whitewater land scandal - fails to displace him
from the White House. But time is required if we are searching for more than
soundbites. That is why implementing new strategies may fall to Clinton's
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heir-apparent, Vice-President Al Gore. He will bid for the presidency with a
track record of concern for the natural environment. He enjoys a 50% rating in national Democratic polls, way ahead of the Rev. Jesse Jackson's
12%.
Tony Blair wants another nine years in Downing Street - adequate time
to promulgate laws that favour a post-modern social system.
But there is a real danger of failure. The philosophies that span the political spectrum have one feature in common: they are bereft of a viable set of
principles capable of synthesising the energies and the talents of people
with the resource endowments of nature. Liberating people by returning to
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damaging twists and turns of the economy. The foundation principles of that

THE V O I C E OF

philosophy, as it happens, are to be found buried in the dynamics of public
finance.
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M O D E R N g o v e r n m e n t s e m p l o y a n a b u s i v e s y s t e m for r a i s i n g r e v e n u e .
Taxation is arbitrary and discriminatory. Whole regions are plundered to
enrich the social "centres" (see figure), which in turn displaces people from
their home territories and provokes eco-crises. This must be explained, for
the belief persists that naked exploitation as a social process is a thing of

Groundrules

the past or of alien systems, not an intrinsic feature of Western democracies.
It is false to believe that exploitation is peculiarly restricted to the landowning aristocracy who extracted socially-created rent for their private

them their rights of access to nature is the only way to generate a synergy
of sufficient power to solve the world's problems.
This sweeping claim can withstand forensic scrutiny. It is the starting
point for any attempt to define mechanisms for the evolution of a reinvigorated democracy.

benefit. Industrial society was forced to retain this late feudal process. As a
result, encrusted on it was a revenue system which was necessarily inferior to what people in a democracy could expect.
Modernising governments not only sponsored the extensive - or imperial - colonisation of other people's lands to extract the rents of their natural
resources. They actively embarked on the intensive colonisation of their own

T H E P O S S I B I L I T I E S for e n l i g h t e n e d r e f o r m a r e g r e a t e r t h a n w a s the case
w i t h past a t t e m p t s .

citizens, by extracting the taxable surplus
eral regions to enrich the administrative

Tax rules appear to apply equally to everybody. This is an illu-

Two new factors intrude on efforts to shape the future.
First: Earth. Nature is an irresistible force. She is compelling us to re-examine the processes by which we use and abuse resources. Al Gore's recognition
that nature must feature as a central compo-

sion. They discriminate against some regions in favour of others.
This theory can be tested in relation to deprivation in the "peripheral" regions of Britain and Italy.
•

nent in a new contract between nations is a

Nationalists

Globalisation.

sent £27bn more to the Exchequer in

International

London than they received back. The

trade is now combined with the information

"subsidies"

technology and financial wizardry that can

flaw in the revenue-collecting system

continue to deliver the revenue that govern-

itself.

ments need. Again, Earth will come to the

•

rescue. The rental value of natural resources

Italy

continues

to

wrestle

with

its

"Southern question", in which endemic

cannot be zipped away into a Swiss bank

poverty compels people to adopt anti-

account at the flick of a keyboard. Or at least,

social solutions to survive (see page

this would not happen in a rational system of

14).

public finance.

In forthcoming issues, Land & Liberty

These insights link to the recognition that

will explore the theory of tax-driven exploita-

failure is inconceivable to the new generation

tion in the democracies with reports from

of politicians like Blair, which brings us back

places like the coal-rich Appalachian moun-

speakers

tains of the USA. We aim to explain how

assembled in New York could not identify
substantive solutions, but that should not be cause for concern. Such talkins are necessary to debrief social scientists, who must be confronted with
the void in their intellectual apparatuses. They need to step out of the ivory
towers and into the throes of an unfolding challenge in the real world, pro-

fiscal policy can be made fit for people.
In doing so, we need to make clear the editorial view of this journal.
Justice is compromised when any part of the value of natural resources is
privatised. Economic theory as well as historical evidence amply demonstrates that when any but a trivial part of resource rents is captured by

voked into reappraising all options in the search for solutions.
They will discover that the wisdom the world now needs is buried in the
pages of history. Some of the key policies have been available ever since the
Physiocrats tried to rescue 18th century France - at the time, the most powmodern

society, they discovered, was a sound system of public finance. A civilised
society needs a healthy public sector, the pre-condition for which was the
public collection of the socially-created rent which people are willing to pay
for the use of land and natural resources.
Resource rents are sufficient to enable governments to de-tax wages and
savings. The Physiocrats were correct.
But we know from the thwarted attempts at reform in the past that this
economic truth, by itself, is not sufficient to mobilise effective democratic
demand for change. It needs to be synthesised into a coherent philosophy
which explains poverty and provides people with the tools for mastering the
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part of the story: it does not expose the

on people's wages and their savings cannot
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by

Scotland (see page 4). This analysis is

ple. One victim is the taxman. Old-style taxes

erful nation in the world - from its decadence. A cornerstone of

granted

failed to offset the damage inflicted on

cause havoc for hundreds of millions of peo-

to Sept. 21. The hand-picked

in Edinburgh (the SNP)

claim that, since 1979, Scotland has

vital ingredient of a post-modern world.
Second:

(the resource rents) from periph"centre".

privileged individuals, everybody else pays a heavy material price. But the
spiritual and cultural costs - the pathology of taxation - have not yet been
computed. They must be taken into account. In doing so, we will see that
socialising the rent of land and natural resources has to be a non-negotiable
principle, precisely because it is a pre-condition for both social justice and
economic efficiency.
Some people may be willing to yield some of the material benefits of efficiency, but they have no right to compromise the rights of others. Therefore,
even if they were willing to yield their natural rights, they cannot do so; that
would necessarily compromise other people's rights. There can be no
halfway measures down the road to justice.
Today's statesmen are on the threshold of a new world in which, as individuals, they could make a difference. They could move society beyond the
modern era. Or they could postpone our date with history.
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The Land & Liberty Interrogation: Taxation

Caesar's trap: How England Plunders Scotland
"Render therefore

unto Caesar the things which are Caesar's;

and unto God the things that are God's. "

Matthew: 22(21)

T

HE SUN was supposed to have set
on colonial exploitation as a social
artform when the imperial powers
retreated to their home territories. In 1945
there were 62 politically independent
nations. Today there are 193.
But the end of imperialism did not terminate the exploitation that drove the
colonial conquest of other people's land. It
lived on - back home. Governments discriminated between their own citizens.
Covert colonialism is now close to
being exposed by the widening fissures
within European nations, with d e m a n d s
for secession from the Belgians to the
Basques. It is also a problem for the
global c o m m u n i t y . From
Canada's
Quebec in the West to C h i n a ' s X i n j i a n g
province in the East, discontent with arrested cultural d e v e l o p m e n t is e x p o s i n g
material deprivation to scrutiny as part of
the demand for a new phase of secessionism.
But if secessionist leaders are to bring
improvements they need to understand how
citizens in a democratic country are exploited
by the government which they elect.
Otherwise, they will import the pathological
practices of the past into the "post-modern"
world. Scotland is our case study.
AXATION produces profoundly negative costs on people, but the impact is
not spread equally within an economy.
The tribes north of H a d r i a n ' s Wall

T

Figure 1:
Output per unit of land

Revenue net of Production Costs + Taxes
Tax-take
Costs of production (labour+capital)
Scotland

SE England

remained beyond the reach of the Roman
Legions, but they fell under the thrall of
Westminster. Ironically, the treaty of Union
(1707) was supposed to secure Scotland
equality and freedom of c o m m e r c e and
preservation of national institutions (law,
education, church); it did. But fiscal policy
would be determined in London. That was
the catch which the Scots did not see coming...
The Union is now at risk of unraveling:
Scotland never lost its suspicion that it was
not one of equals. Taxation is on the agenda
(see Box 1). But if the Nationalists (SNP) get
their way, will the people of Scotland be better off?
The SNP, like secessionists around the
world, claim that sovereignty would provide

the chance for a fresh start. Among other
things, they would control the tax system
in favour of efficiency in the use of their
home territory and the production of
wealth. True or false? The answer depends
on what system of public finance they
chose.
As it is structured today, taxation is
the primary cause of social disharmony. It
divides a nation: there is a dynamic spatial separation of the central regions - the
seats of government and corporate HQs from the peripheral regions. One consequence is that the richer central regions
falsely believe they subsidise the periphery. This is certainly true of views held in
London.
S.E. England is a £100bn economy of
8m people which, if it were an independent
country, would be the world's 19th largest and the 10th largest in Europe, according to
Allan Willett, Chairman designate of the
proposed Regional Development Agency.
In the centre of the SE is London. A report
p r o d u c e d for the London C h a m b e r of
C o m m e r c e and Industry in August claimed
that the capital's tax subsidy to the rest of
the UK may be about £14bn a year, or
£2,000 for each Londoner.
Some politicians who want to be elected as
London's first mayor have called for £2bn to
be taken from the Scottish Office budget.
According to the National Institute of
Economic and Social Research, if that "subsidy" to Scotland was spent on the capital's

TAX POLICY will be at the centre of the cam-

Box 1

ment raised revenue with taxes that damage

paign to determine who controls Scotland's

Scotland: the taxing issue

people's incentives to work. In July, Mr Blair
published an audit of New Labour's first-year

new Parliament.

(The

Tony Blair is fighting to cut back the

Government's

Annual

Report

97/98,

The Nationalists were angered, but the

London: Stationery Office). This ignored the

in

implications of tax policies need to be closely

estimated losses inflicted on Britain by the

Edinburgh next May. The Premier has set the

scrutinised by voters before they endorse any

government's choice of public finance. On a

Nationalists' opinion poll lead. They want to
control the Parliament which convenes

tone by accusing the SNP of proposing poli-

party. In picking tax policy as a field for

per capita basis, the loss to Scotland was

cies that could raise taxes for some families

battle, the Prime Minister has exposed his

about £37 bn every year (see Land & Liberty,

by an extra £1,500 per year. He says: "Their

government to severe criticism. For when

Summer 1998, p.3).

goal is to wreck the Scottish parliament and

he travelled to Scotland on July 17 and

SNP plans to develop a distinctive tax

use the chaos to wrench Scotland out of the

rounded on the ghost of Old Labour, he

policy also came under attack from Tory

UK, no matter what the damage to Scots'

informed his critics within his party that

party chairman Raymond Robertson, who

jobs and investment". He has appointed for-

the people of Scotland wanted

claims that separation of Scotland from

mer Treasury minister Helen Liddell to lead

and efficiency".

"fairness

England "would impact on the level play-

the charge against the SNP. She accused

But during Mr Blair's first year of steward-

them of planning to raise taxation by 15p in

ship, the UK economy under-performed by

ing field which exists between the two
nations". In fact the "level playing field" is

the pound.

more than £430 billion because his govern-

a myth.
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transport infrastructure, 25,000 jobs would be
created.
Can the SNP refute the claim that Scotland
is a client of London? Precise calculations are
not possible, because not all government
receipts and expenditures are broken down by
region. Economic theory, however, comes to
the rescue.

Box 2
Regional variations in the tax base
IF OUTPUT was similar throughout an economy - for the same volume of inputs (land,
labour and capital) - taxation would not discriminate arbitrarily between the regions.

I

F THE value of wealth produced was uniform across the economy, tax policies
would not be biased against any particular
region. This is represented graphically in
Figure 1, which assumes a cross-section
drawn from London to the Isle of Lewis. It
also assumes that, for each unit of land, there
is an identical value of output.
After deducting the costs of production,
there is a net income - or taxable surplus from which government can draw its revenue.
The tax slice - assuming a uniform rate is
applied cross the territory (say: 50% of the
taxable surplus) - would take the same amount
of revenue from all areas. N o region would be
unfairly disadvantaged. Every region would
lose as much as the other regions, as a result
of the distortions introduced by taxation (see
Land & Liberty, Summer 1998, p.3).
But output is not equal across the economy. A French statesman, Anne-Robert Turgot
(1727-81), was the first to describe what is
now called the law of diminishing returns.
That law applies to a particular enterprise:
there is a decrease in output with each additional productive input. This idea also holds
good on a geographical basis. As a general
statement, it is true to say that the further away
you go from the centre of economic activity,
the lower the output of total product. The
lower output means that the taxable income
diminishes. (For a description of lower taxable
surplus in Scotland than in SE England, see
Box 2.)
This means that rendering Caesar his due
is more complicated than the advice offered in
the Bible. For what really matters is how that
revenue is rendered. Under the regime prevailing today, taxes draw a greater proportion
of the taxable income of the outlying areas
compared with the inner regions: in doing so,
they enrich the advantaged centres at the
expense of the disadvantaged regions.

T

O UNRAVEL the architecture of fiscal
exploitation we have to trace the
dynamics of the economy.
Discriminatory taxes impose an additional burden on outlying regions. Tax rates may
appear to be fair to everyone: they are the
same, wherever people live. The
social
effect, however, is to claw a larger portion of
the taxable income from Scotland
compared
with the taxable
surplus
in
London.
Progressive rates that fall on some incomes
conceal the arbitrary burden that is inflicted
on Scotland, for other tax rates - such as
those that fall on firms, or on consumers
(VAT) - are uniform across the country. They
slice off a larger proportion of the taxable
surplus in the regions.
This is graphically illustrated by Fig. 2. To
Land & Liberty
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This is not the case. The theory of rent which enables us to measure the surplus after
paying all production costs - was built on the
realisation that the further out you go from the
centre of activity, the lower the output. David
Ricardo (1772 -1823) relied on variations in
soil fertility for his formulation. The Prussian
agricultural economist Johann von Thunen
(1783 - 1850) reached the same conclusion
by analysing differences in transport costs.
Competition levels the costs of labour

start with, government cannot take part of the
costs of production (the amount below the line
AA). It has to slice some (or all) of the cream
off the top of the national "cake", which is the
net income of the economy. And that "cream"
is a lower proportion of total output, the further you go from the economic centre (hence
the downward slopping curve, which represents the outer limit of production). If
government tax-take is represented by the
value below BB, note how it takes a larger
part - or all - of the surplus in the outer
regions. (What happens to the "cream" above
the line BB? It is converted into the rental
claims of owners of land and natural
resources.) This is the key: the marginal
impact is greatest in the outlying region than
at the administrative
centre.
Figure 2: Cross-section of UK:
the Decline in Output

(wages) and capital (interest). The excess the net surplus, after financing the inputs was claimed by the third factor, land.
If you cut a cross-section through a country - say, from south-east England up to
Scotland along the east coast railway track you would end up with a downward sloping
curve. Output for a unit of land would be
greatest at the "centre" and lowest at the
periphery. According to theory, the taxable
capacity of the south-east is higher than in
Scotland.
Examine the data on land prices. This is
one indicator of variations in the surplus. The
spatial trend in farmland prices is revealing.

Average price ( £ per hectare):
sales to individuals ( 1 9 9 6 / 9 7 )

•

South East

5,147

Eastern

5,774

East Midlands

5,688

Yorks/Humberside

4,578

North East

2,225

Scotland

1,515*

The 1997 figure provided by the Scottish
Office is based on incomplete data. The
1996 figure is £2,022.
A similar profile is found in housing land

values, but with the peak in London. Ditto for
commercial and industrial sites.
We can view residential land prices from a
dynamic perspective. The data on the rate of
change in "house"

(buildings+land)

prices

reveals that in the 12 months to March 1998,
prices increased by 12.8% in London, and
were negative in Scotland

(minus

0.8%).

Variations in the labour cost of construction,
and in bricks and mortar, do not account for
the difference. Anyway, bricks and mortar
depreciate in value. So what was rising fastest
in London and slowest in Scotland? Land
prices - with regional differences that imply a
diminishing taxable surplus across the country.

The critical point of social and economic
stress is that location - and economic condition - called the "margin" (xx). Here, a firm or
worker could just cover costs, if free of taxation. Adding taxes to the necessary costs of
production, however, drives total costs above
revenue. That is the recipe for bankruptcy caused, note, not by economic inefficiency,
but by fiscal penalty. This explains why, in the
peripheral regions
O more people are unemployed, even though
they are productive enough to pay their
way (net of taxes);
O more firms are bankrupted, even though
they are sufficiently competitive to provide
goods or services at prices that customers
are willing to pay;
O more communities are driven into the state
of dependency, and are forced to lobby for
state handouts from parliament.
One expression of this tax effect: land is
driven out of use, rendered uneconomic by
the tax burden (the active economic margin
shifts inwards from xx to yy). For at point x,
a firm or worker cannot cover costs and meet
the government's tax demands. The government drives the firm or employee out of
business.
There is ample sociological and economic
data (crime, drug addiction, family crises, etc)
to elaborate this profile of fiscal prejudice
against Scotland in human terms.
Evidence of the pathology of taxation can
be seen throughout Europe. A dis-proportionate part of the taxable income is sucked out of
an arc that runs from Southern Italy through
5

tion of income in favour of rents/taxes in the
SE, gradually grinds the economy into crisis.
This is foreshadowed by "asset price inflation". In response, government raises the rate
of interest. Notice the effect on the periphery.
The same rate of interest is imposed on
everyone,
equally,
Box 3
across the country.
T h e tax B a s e : Q - W + l = R + T
This additional cost
ing production incentives or impairing proTHERE IS no mystery about a nation's taximposed on producers,
ductive efficiency." A direct public charge on
able income. Philosophers in France and
however, skims relathe rent of land and natural resources
Scotland cracked the code in the 18th centutively more from the
net income produced
would stick on rent. The charge would be on
ry.
in
the
peripheral
R after deducting income imputed to undeWhen we subtract the cost of employing
regions
than
in the
preciated investments in and on the land,
people (W), and the user-cost of capital (I centre. If we treat the
which is interest [l]on capital. Prof.
interest and depreciation) from the value of
line BB in Fig.2 as the
Samuelson notes: "The landowners will not
total output (Q), net of taxes, we are left with
measure of the added
like this. But under competition there is noththe pure surplus (R - the rent of land and
cost of borrowing
money, we see the
ing they can do about it, since they cannot
natural resources) plus the share of output
same effect as an
alter the total supply and the land must work
that is captured as taxes (T).
increase in tax burden:
for whatever it can get". 2
This equation ought to be applied every
many of Scotland's
time a government raises or lowers taxes.
Does it matter that landowners would not
otherwise
viable
Such an audit identifies the winners and losers.
like it? Not really - no-one can buck an iron
firms, operating at the
As a general rule, the following is true.
law. And landowners don't buck this one: T
"margin", are bankWhen government raises taxes on wages
rupted: revenue is not
already comes out of R! But in that case, why
sufficient to cover all
or interest (W+l), it triggers a chain reaction
don't governments take T direct from R,
the
necessary costs of
of multiple disincentives. People cannot live
rather than trying to take it indirectly via
production plus the
on less than W. So, to preserve the value of
W+l? Answer: an anti-social history.
artificially increased
take-home pay, they force employers to pass
Conclusion. R+T yields more than sufficost of financing loans
T on to final consumers. The same happens
cient revenue for government. If conventional
from banks.
cial institutions, but they change the name
from rent to interest).
The centre is not yet finished with the
periphery. For an economic mechanism is at
work which, fuelled by the lop-sided distribu-

Spain and Portugal, up through Ireland and
into the highlands of Scotland. The winners who are subsidised by the outlying regions are the populations in the banana-shaped belt
that runs from the Rhineland through greater
Paris to Lombardy
and Catalonia.
HUS do gove r n m e n t s
systematically
exploit citizens from
northern Scotland to
southern Italy, with
tax policies which are
unprincipled, abusive
and
discriminatory.
This offends the philosophy
that
underpins liberal democratic society, in
which everyone is
supposed to be treated
equally.
Taxes appear to be
even-handed; appear
to treat
everyone
equally before the law.
In fact, they skim the
taxable income lightly
in the rich regions and
heavily in the relatively poorer regions. The
result is conspicuous
consumption in the
social centres and the
pockets of cultural
implosion in the outer
regions.
The process does
not stop there. Much
6f Scotland's income
channelled into SE
England
is transformed back into rent
and much of it sluices
into private pockets.
O Public investment
financed by the
Treasury increases
land prices which
are
privately
appropriated.
O Wages paid to
employees in both
the public and private sectors are
partly channelled
into the residential
land sector.
O A large part of
Scottish revenue
ends up in the
financial sector as
"interest" on mortgages
(when
people buy their
houses with the aid
of loans, they pay
the rental value of
their land to fman-

T

6

with capital - owners protect the value of I by

taxes were eliminated, the value of T, as a

threatening to relocate elsewhere. Taxes are

general

shifted forward to consumers.

wouldn't it go into the pockets of employees

But consumers are the producers. When

rule, would

merge into

R. Why

or capital owners? For the same reason that

prices (P) are raised by T, people are obliged

taxes are shifted off W+l

to protect the real value of their disposable

competition.

in the first place -

income. How? They reduce the amount paid

Hence the finding by Dr Mason Gaffney,

for the use of land and natural resources. So

professor of economics at the University of

taxes ultimately fall on Rent. Adam Smith

California (Riverside): "It seems reasonable

and the other classical economists acknowl-

to conclude that aggregate resource rents, in

edged this long ago.

a tax-free economy, would be adequate to

Neat; except that the costs inflicted by

replace all present taxes". 3 Gaffney's main

this complex struggle for control over the

reservation is that this fiscal directness might

taxable surplus are enormous. 1 People and

raise the demand for labour and capital and

firms expend energy deflecting taxes onto

so raise wage rates, and returns to capital, at

the natural tax base: resource rents (R).

the expense of rent. This would shrink the

What would happen if government sim-

tax base. This effect, however, would also

plified its task by taking its revenue direct

diminish the "socially necessary" spending

from rent? Society would be enriched by

demands on government (people would not

obviating the mind-boggling losses inflicted

be dependent on welfare handouts), thereby

by conventional taxation.

reducing the need to maintain government

Question:

Couldn't

landowners

merely

revenues at current levels.

pass the tax on to consumers? Obviously not
- if the above reasoning is correct. It is. Just

1

about the only principle upon which economists

London: Othila Press, 1998.
2

Paul Samuelson and William Nordhaus,

charge levied direct on rent cannot be shift-

Economics,

ed onto W or

1985,12th edn., p.605.

I. Prof.

Paul Samuelson

repeated this in his textbook:
"Pure land rent is in the nature of a 'sur
plus' that can be taxed heavily without distort

in

The Losses of Nations (ed: F. Harrison),

have remained consistent, for two

centuries, is the one that says a public

Fred Harrison, "The Systemic Crisis",

3

New

York:

McGraw-Hill,

M. Gaffney, "An Inventory of Rent-yielding

Resources", in Harrison,

p.231.

op.

cit.,

The same negative
consequences
are
imposed on "marginal" firms in SE
England. That is why
many areas of inner
cities in rich regions
are afflicted with dereliction. But from the
regional point of view,
the aggregate injury is
greater in Scotland
than SE England.
Thus, as government
tries to crush escalating
increases
in
"house" (=
land)
prices in London, it
inflicts even greater
pain on the Scots.

T

HE economic
exploitation
provokes
a
democratic reaction,
which is then spun
into good news. For
doesn't
Scotland
receive a disproportionate share of public
spending? But this
dependency is further
evidence of discrimination
against
Scotland, for which
parliament compensates with subsidies.
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When Scotland's Parliament is elected in
May, these "subsidies" are likely to be cut.
Pressure on government will come from
Labour MPs in English regions, who resent
the apparent favouritism directed to the Scots.
This will add even greater negative pressures
on Scotland.
The problem will be further exacerbated
by Chancellor Gordon Brown's determination to cut regional aid to businesses as part
of the three-year spending review. Selective
assistance to the peripheral regions help to
offset the damage inflicted by taxes, but the
Chancellor's priorities will raise even further the government-induced barriers to
creating jobs and attracting capital to
Scotland.
The government claims that inward
investors are planning to create more jobs in
Scotland than at any time in nearly 20 years.
The value of such investment schemes agreed
in the year to March 1998 was £1 billion, but
these have been bought at a price. The "incentives" include "free" land and tax privileges
which are not available to local entrepreneurs.
Without the distortions introduced by taxation, entrepreneurs would not need these
"incentives", which increase the costs of
bureaucracy and state management of markets.

T

HE BLAIR government is seeking
strategies to help the peripheral
regions.
O Proposals being studied by the Treasury
and Department of Trade and Industry
would enable small companies to offset
start up losses against their payroll tax officially called the employers' national
insurance contributions. Why not just
reduce or abolish the disincentive payroll
tax? And why arbitrarily favour small businesses which have just started up?
O England's Northwest and Northeast suffer
above average unemployment and lower
than average GDP per head of the population. Regeneration is supposed to be driven
by regional development agencies which
are due to start work next April. Regional
chambers are being created which will add
to the bureaucratic infrastructure, but so far
it appears that the work has been limited to
defining a wish list. Under the
Chancellor's budgetary plans, there will be
cuts in funding. This would not be a problem if government was reforming taxation
to give the regions a fair deal from public
finance. This is not the case.
O In Wales, the government wishes to raise
wages and employment levels, but its
Pathway to Prosperity strategy offers little
hope of achieving its target of equalling the
EU average for GDP. The current level is
80%. The new Welsh National Assembly
will not have the power to reform taxation
to animate the entrepreneurial spirit.
Wages in Wales have been falling and
unemployment rising. The principality's GDP
is the lowest of any region in Britain, and
weekly earnings are 89% of the UK average.
But the thrust of the government's plans is
Land & Liberty
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biased largely in favour of providing advice to
foreign would-be investors, rather than untaxing the productive efforts of Welsh
entrepreneurs. The government hopes that
greater co-ordination of existing efforts will
work where the infusion of taxpayers money
in the past has failed. It won't.

S

COTLAND could serve as a symbol for
people who need to be emancipated
from the last great social injustice in
history.
The public's attempt at confiscation of privately earned incomes (taxes on people's
wages and the interest on their savings) and
the private confiscation of the public value
which is created in our communities (the privatisation of resource rents) needs to become
the central theme for democratic debate, if a
just settlement is to be reached that would
unify nations in the global society.
Without that reform, the sincerely-held
wish of Tony Blair - reported in Scotland on
Sunday (July 5) - that the Scottish Parliament
should "deliver improvements in the lives of
the Scottish people - in the health service, in
education, in creating a vibrant economy" cannot be realised. There is no reason to
expect that a Scottish Parliament could succeed where Westminster failed. Scotland's
Parliament will not have the right to alter the
character of the tax system.
ow can this vicious fiscal knot be
untangled? The tax issue has been
dramatically forced onto the political agenda by Standard Life, Scotland's
largest company which manages £60bn of
people's money. It is investigating the fiscal consequences of separation from
Britain. Scottish Widows, Scotland's second largest financial house, also fears the
risks of fiscal disadvantage arising from
secession.
How can the SNP address the need for a
viable fiscal policy rather than retreat under
the onslaught of a myth that claims Scotland
is treated equally under the present tax
regime?
The answer is to be found in a reform that
would enhance the incentives of people who
work and save. Politicians who want the language of fiscal reform could do no better
than read the speeches that Winston
Churchill delivered at the hustings in 1910.
The promise would be a constitutional guarantee that each region would pay an identical
proportion of its taxable surplus to government (see Box 3).
To achieve this, revenue has to be drawn
direct from the taxable surplus, or resource
rents. This would generate a dynamic harmony: the model embraces competition, but is fair
to every individual, firm and region. It lays the
foundations for optimum economic growth,
and it frees a community to choose its preferred path of cultural development.
By detaxing wages and savings, people's
choices are enlarged. Production spontaneously increases because the disincentives of
conventional taxation are removed. This

H

means people may choose to live at current
levels of income and increase their leisure
time. How could this happen? The productivity of land, labour and capital inputs.is
increased. And government could fulfil all its
obligations. For without the distortions inflicted by taxes, productivity would be sufficient
for everyone to earn a living without state
handouts.
This fiscal model conforms to the philosophy of property rights in which everyone is
entitled to an equal share of nature's
resources; while preserving the rights of individuals to enjoy the exclusive possession of
their land.
The benefits would germinate globally.
Today, many nations and ethnic groups feel
disadvantaged, and some fundamentalists use
the language from the colonial era to disparage "imperialist" nations.
The USA is the main target for the violence
- which includes bombs in embassies - of
those who feel socially deprived. Analysts
predict that terroristic tactics will increase as
the mode of warfare in the 21 st century. So,
therefore, the US has a vested interest in
uncovering the benign philosophy that would
unite the world behind the highest moral standards of individual and social behaviour.
The prerequisite is the elimination of colonial exploitation by taxation.

Belfast • Peace Dividend

Asset strippers
beat taxpayers
THE PROSPECT of a settlement in Northern
Ireland has aroused expectations of renewed
prosperity for the province. But the profits from
peace are not being shared equally.
In the residential sector the owners of properties have seen prices escalate in the past 12
months. But their capital gains are small change
compared with the windfall profits that have
flowed from the public sector even during the
height of the conflict.
In 1994 the Belfast International Airport was
sold to a management employee consortium for
£32.75 million. Two years later the airport was
sold to a property development company for
£107 million. The three principal directors of the
consortium reportedly made a return of £6 million each on investments of £50,000.
Last June the House of Commons Public
Accounts

Committee "severely criticised" the

Northern Ireland Office for "inadequacies" in its
handling of the privatisation. The MPs declared
that it was "outrageous that the purchasers of the
airport should have been able to acquire an asset
belonging to the taxpayer and sell it at such an
immense profit in just two years without any
obligation to return some of that profit to the taxpayer".

7

BA's bid for £500m windfall
would privatise the sky

P

Land Reform - is it a Political
Hobby-horse?

T

ROPERTY RIGHTS in the rents above the world's airports are on
HE GOVAN district in Glasgow may seem an unlikely place for
the political agenda as a result of the planned alliance between
a lecture by Andrew Dingwall-Fordyce, convener of the Scottish
British Airways and American Airlines.
Landowners' Federation (SLF). On August 10, 200 people
packed into the Pearce Institute to hear him defend the landowners'
The ownership of a valuable natural resource - the time and space
rights. His speech was a response to a blistering attack delivered to the
occupied by planes - has become a dispute at London's Heathrow. The
SLF Council in June by Alastair Mcintosh of the Centre for Human
European Union has agreed to the link-up between two airlines on conEcology, who concluded with a demand for land value taxation levied
dition that they shed 267 pairs of weekly take-off and landing slots.
on certain landowners, writes John Digney.
EU Competition Commissioner Karei van Miert says that BA should
not be allowed to sell its slots, worth more than £500 million. The deciThe lecture was organised on behalf of the Carbeth Hutters by the
sion has fallen into the lap of British Trade and Industry Secretary Peter
GalGael Trust, a community initiative set up by unemployed people to
Mandelson. He was advised by the UK Office of Fair Trading (OFT) to
solve social problems in an area which has suffered more than its fair
allow the sale. Deputy Prime Minister John
share of deprivation. Chris Ballance,
Prescott intervened to undermine BA's attempt
explained their grievances. Carbeth is a small
to claim proprietorial rights. He said on BBC
community of huts just north of Glasgow,
radio (Aug. 11): "The slots do not belong to
built between the wars to provide people with
British Airways. They belong to the communian escape to the countryside. The huts are prity".
vately owned, but the land is leased from
Allan Barnes-Graham, who has increased the
BA's arch-critic, Virgin Atlantic, declared:
rent by 42% in what is seen as an attempt to
"When BA was privatised in 1987 the slots
clear the hutters, most of them pensioners.
were given no value in its balance sheet and
Mr Barnes-Graham has refused to negotiate.
were not regarded as an asset for the privatisaThe hutters responded with a rent strike.
tion because they were not regarded as being
Many now face eviction.
under BA's ownership".
Mr Dingwall-Fordyce visited Carbeth and
This dispute exposes a void in internationmet the landowner. He read out a letter he had
al law and property rights.* In the past, rights
written to Mr Barnes-Graham, urging him to
to common natural resources that were
reconsider his actions. In publicly declaring
unclaimed were privatised by default. The
his support for the hutters, however, he
debate on how to resolve the eco-crisis has
stressed that the high-handed behaviour of a
given the privatisers the chance to develop an
few landowners should not tarnish the image
argument that deepens their ownership of
of the majority. The perception of tweedy
common resources.
lairds was out of date, he claimed. In a highThis was deployed by BA chief executive
ly-charged meeting, his exhortation to forget
Robert Ay ling when he claimed on Aug. 10 that
the Highland Clearances as a thing of the past
the most efficient way of re-allocating scarce
met with derision from those facing eviction
resources such as landing slots was to market
at Carbeth.
them by converting them into tradeable assets.
Mr. Dingwall-Fordyce talked down the
The advocates of tradeable rights presume
• Peter Mandelson
need for radical reform, calling it a political
that the prices fetched for the resources should
hobby-horse. He mocked the current initiago into their pockets. They do not conceive of
tives as a contest between Labour and the SNP
a free market arrangement in which the revto pillory the landowners for political popularenue would go to the community for the use of
ity. Rightly enough, he criticised the purely
part of the "commons".
THE European Central Bank is worried that it
rural approach to land reform by the
The outcome of the Heathrow dispute will
will not be able to adjust interest rates to resGovernment. He blamed the lack of rural
now be determined by Mr. Mandelson after
cue an overheated Irish economy. Ireland is
development on planning authorities rather
public consultations by the OFT. Mr Ronald
enjoying boom-time conditions, with a sharp
than the failure of landowners to release land,
Banks, Chairman of the London-based Centre
but he could not produce statistics to justify
rise in property prices reflected in increasing
for Land Policy Studies, pointed out in a subhis view. He defended the landowners' record
mission to the OFT that it took for granted the
pressure for higher wages in the construction
on stewardship despite protests from the audiprivatisation of landing slots, advice which "is
sector. Growth is predicted to be between 5%
ence about the unsustainability of current
not grounded in a sound reading of the law.
and 9% this year.
management practices.
Furthermore - and remarkably - the OFT offers
But the ECB is concerned that it will not be
no argument in favour of creating private
There was no shortage of contributions
able to address Ireland's difficulties once it is
property rights in this 'common' resource. In
from the floor afterwards. Community ownerresponsible for euro-zone interest rates at the
any event, this is a matter for parliament to
ship was discussed and, despite Mr
beginning of next year. The ECB expects Ireland
determine after consulting the rightful owners
Dingwall-Fordyce's support for it at Carbeth,
to control its business cycle by tightening fis- the people of Britain".
he challenged its widespread viability, asking
cal policy, which would not be politically
where the money would come from. His scepMr Banks added: "Withdrawing the slots
ticism about the re-establishment of rural
popular.
from BA/AA affords the DTI the opportunity
communities met with an angry response from
to develop a market-based methodology for
Independent researchers claim Ireland faces
those forced to live amid urban decay while
making natural resources available to private
a l£16 bn (£15.5 bn) backlog of infrastructure
rural landowners refuse to release land. It was
users. In this case, the slots should be offered
work. Poor highways around Dublin are conpointed out that, while prospective crofters
to the highest bidders in an open auction - with
straining economic growth. Until now, growth
have to be vetted before moving into their tiny
the revenue reverting to the public exchequer."
has been subsidised by Europe's taxpayers, but
holdings, there is no mechanism to regulate
the plug will be pulled on large amounts of EU
the
purchase of huge tracts of Scotland by
* "How to Sky-Jack Rents," Land & Liberty,

Dublin: Over-heating

Summer 1998, p.8.
8

cohesion and structural funds after 2000-03.
Continued on page 9
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LAND VALUES

|

What crofters and lairds have in common:
location (and value) matter most...
•

The concentration of wealth when measured

DEBATES about land are bedevilled by the belief

are either unworked or under-worked. And yet,

that it is the large size of holdings that gives own-

"demand for crofts is well in excess of the

by value may be just as great as the concen-

ers special powers of exclusion. This assumption

available supply". Potential users - and the

tration when measured by area. A common

underpins current thinking in the Scottish Office,

communities which they would enrich by their

way to trivialise or understate concentration

which associates concentration of power with

presence - are excluded by crofters whose

of ownership is to take the top bracket of the

large estates. In Scotland, most of the land is

interests are modest in size and value; but

owners when ranked by area and point out

owned by 1,500 private estates (Identifying the

whose power of exclusion is as absolute as a

how much less of the value they possess than

Problems, Edinburgh: Scottish Office, Para. 3.1).

laird's.

they do of the area. In Table I owners number
1 and 2 have 60% of the area but only 25%

The Scottish Office declares: "The existence in

The need to take into account value (which

many parts of the country of what are in effect

implies location) as well as size is illustrated by

local monopolies may on occasion stifle local

the two tables below. The data is hypothetical but

Table II re-ranks the owners by their wealth.

development".

based on a lifetime's observation of the land,

The top two are now owners numbers 4 and 2,

of the value.

constructed by California professor of economics

who collectively have 70% of the value with 31%

munities is within the grasp of every person

Mason Gaffney.

of the area. This alerts us to the fallacy of assum-

who holds possessory right, no matter how

•

Power to exclude users and disrupt com-

The value of land per acre is much higher in

ing that the concentration of wealth is less than

large or small the site. The crofting communi-

some places than others. Owners with the

the concentration of area. In this example the

ty illustrates this. Of the 17,685 crofts, 40%

most acres are not necessarily the wealthiest.

concentration of wealth is greater.

Land Owners Ranked by Area and by Value

SCOTLAND:
LAND REFORM

Table I: Ranked by Area per Owner

Continued from page 8

anyone with big money. T h e e c o n o m i c s of
sporting estates w a s challenged w h e n recent
figures were quoted to show that sport shooting produces only a fraction of the revenue
yielded by hill walking.
Remarkably, w h e n the s u b j e c t of land
value taxation w a s raised, M r D i n g w a l l Fordyce appeared sympathetic to the idea so
long as it w a s applied across the board and not
targeted at specific landowners.
This w a s an extraordinary meeting by any
standards.
C o v e r e d by radio and TV, it
formed part of a B B C 2 N e w s n i g h t feature on
landownership shown on the " G l o r i o u s " 12th
August. Predictably noisy at times, the meeting w a s c o m p e t e n t l y
c h a i r e d by
the
broadcaster Lesley Riddoch. A s a public outpouring of anger and frustration, it showed
that land reform is not going to be forgotten,
even though there is m u c h work to be done to
get the arguments into focus. T h e fact that the
meeting aroused so m u c h interest in G o v a n
d e m o n s t r a t e d that the G o v e r n m e n t m u s t
revise its view that land reform is primarily a
rural issue.
In winding up, Alastair M c i n t o s h warned
the Labour G o v e r n m e n t that, if they do not
deliver satisfactorily on land r e f o r m , they will
be attacked as mercilessly as w e r e the Tories
before them.
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Owner #

Area (000s acres)

Value/Acres

Value (£000)

1

40

162.5

6,500

40

5

2

20

1,300

26,000

20

20

3

19

684

13,000

19

10

4

11

5,909

65,000

11

50

5

3

1,733

5,200

3

4

6

3

434

1,300

3

1

7

2

1,365

2,730

2

2.1

4,030

1

3.1
1.9
2.9

8

1

4,030

% of Area

9

0.6

4,117

2,470

0.6

10

0.4

9,425

3,770

0.4

1,300

130,000

TOTAL

100

% of Value

100

100

Table II: Ranked by Value per Owner
% of Area

% of Value

Owner #

Area (000s acres)

Value/Acres

Value ( £ 0 0 0 )

4

11

5,909

65,000

11

50

2

20

1,300

26,000

20

20

3

19

684

13,000

19

10

1

40

162.5

6,500

40

5

5

3

1,733

5,200

3

4

1

4,030

4,030

1

3.1

0.4

9,425

3,770

0.4

2.9

7

2

1,365

2,730

2

2.1

9

0.6

4,177

2,470

0.6

1.9

6

3

434

1.300

3

1

TOTAL

100

1,300

130,000

100

100

8
10

9

Time for a
Land Policy
Supremo?

M

O S T P O L I C I E S administered across all government
departments exercise a direct or indirect impact on the
price, supply and use of land. Yet this impact is largely
unmonitored: there is limited co-ordinated oversight over a
nation's precious natural resources. The result is multiple covert
disturbances - pebbles scattered across a pool, sending ripples in all
directions from all points. These then provoke piecemeal responses.
If governments knew that the land market generates negative as
well as positive feedbacks, would they pay greater attention to the
potential impact of their decisions? Should governments appoint
cabinet-rank ministers to monitor legislation and administrative
decisions for their consequences on land? T h e British government's
dilemmas over land-related problems illustrates the need for a more
purposeful scrutiny of official action.
• Macro-economics. Last year New Labour was given an overwhelming mandate by the electorate, partly because it promised to
abolish booms and busts. This year, growth in the manufacturing
sector is rapidly grinding to a halt, with practically every forecaster bewailing the prospect of recession.
There is a theory that attributes recessions to stresses caused by
the land market. Have land prices contributed to the gloom gathering around Britain's shores? Many families might think so. The
repossession of homes of people defaulting on their mortgages is on
the rise again. Repossessions peaked in 1991, when 76,000 families
had their homes taken back by the finance houses. The U K crashed
into the depths of the slump in 1992.
T h e Blair government has not acknowledged a connection
between the land market and the economy, yet. Instead, it echoes its
f o r y predecessors in admonishing employees who bargain for wage
increases above the rate of inflation. The government remains silent
about the disturbing trends in residential building land prices.
These have grown by 101% in little more than five years, compared
to an increase in house prices of 25%, according to London property consultants FPDSavills (see graph below).
Historically, the affordability of houses has offered early warning of bad news. The FPDSavills Affordability Indicator suggests
that houses are still a "good buy": in real terms, prices are well
below the 1988 peak. The rapid deterioration in this index always
precedes a severe economic downturn. This is not the situation
today, which means that really bad news for the U K is still a little
way over the horizon.

SITE FOR S O R E EYES. G o v e r n m e n t p l a n s a r e b e d e v i l l e d by conflicting demand o r
a Leicestershire v i l l a g e w h i c h is m e n t i o n e d i n the D o m e s d a y Book, t h e goutji
t e m p t e d by the soaring rental v a l u e of h o l e s n e e d e d for d u m p i n g waste.
But the danger signals are in the air. FPDSavills notes that the
price of new homes continues to grow faster than second-hand
houses "and house builders currently appear relatively confident
about future sales levels. Regardless of whether this optimism is
realistic or not, it means they will require more land to build ...
Given the inelasticity of supply, this demand is likely to keep some
upward pressure on land prices" (see graph below).
Questions for a Minister of Land: W h a t kinds of changes in land
price and supply will terminate growth in construction? How will
land prices affect government goals?
• Housing. The government has to oversee the provision of land for
4.4m houses over the next 18 years. This volume of need will seriously affect land prices. Prices are volatile - and are prone to very
large increases, which in the up-trend encourages people to borrow
and embark on spending sprees, causing an "overheated" economy.
According to FPDSavills (Residential Research Bulletin Number
26, S u m m e r 1998): "Although land price growth has come off a low
base, the figures highlight the greater price volatility of land which
is a limited resource in short supply. Any increase in demand for
land therefore exerts disproportionate upward price pressure.
Demand for house building land does not derive directly from the
housing market itself but from house builders and their anticipation of future house building and housing market conditions. There
is therefore an inbuilt speculative element in land market activity
which, again, adds to the volatility of house prices. This means that
land prices can fall, as well as rise, dramatically. In the late 1980s

KB Qtrly change in land prices (Ihs)
Land prices

Housebuilders sales expectations uhs) j^- 70

House prices

20%
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Stalking the lairds: should
they pay a Property Tax?
SCOTLAND'S lairds oppose a property tax on their sporting estates. They
claim that their deer stalking and salmon fishing land has no alternative use,
and rates (the property tax) would drive some of them out of business. They
claim that jobs would be lost and rural communities penalised.
But the proposal appears to be politically popular. Landowners claim that
rates would add to their costs and damage rural communities. The Scottish
Conservative's land reform spokesman, Murdo Fraser, claims: "Taxing sporting rights may well fit in with some sort of class war, anti-landlord agenda
of the land reform extremists. The consequences will, however, be the loss
of jobs in rural Scotland".
Reformers challenge these claims. They say that sporting estates refuse
to release land for residential development or community uses. Says Peter
Gibb of Land Reform Scotland: "Owners discourage these developments
because they do not want people roaming the district and getting in the way
f i e l d s . T h i s h o l e in t h e g r o u n d b r i n g s m i x e d b l e s s i n g s . For t h e f a m i l i e s in
n e a r b y f i e l d h a s d a m a g e d t h e v a l u e of t h e i r h o m e s . T h e site o w n e r w a s

of people with guns shooting deer or grouse".
Controversy over the land is curious. Owners have no doubts about the
prices people are willing to pay. These were illustrated in an article in the
Financial Times by its property correspondent, Gerald Cadogan, on Aug. 15.
His by-line paradoxically was linked with this startling claim: "There is no

the annual rate of land price growth fell from + 6 5 % to - 2 1 % in the
space of a year between J u n e 1988 and June 1989".
Question for the M i n i s t e r of L a n d : Will similarly violent
changes in prices over the next two decades affect the supply of
affordable h o u s e s ?
• Conservation. The g o v e r n m e n t places a high premium on its
green credentials. T h e competition to build on either green field or
urban "brownfield" sites is presenting a dilemma.
House builders are said to prefer rural acres because of the costs
of removing industrial wastes. So convinced is the Royal Institute of
British Architects that developers are biased against urban land,
that it proposes the creation of an agency charged with making
urban land fit for d e v e l o p m e n t .
The minister with the greatest direct influence over land use is
d e p u t y p r i m e m i n i s t e r J o h n P r e s c o t t , the s u p r e m o at the
E n v i r o n m e n t D e p a r t m e n t . He wants only 4 0 % of n e w homes to be
built on green fields. S o m e conservationists are sceptical that this
split in f a v o u r of recycled sites can be achieved without a tax on
d e v e l o p m e n t s on green fields.
Fairview H o m e s , one of the most successful developers in
Greater L o n d o n , is not impressed with these arguments. It has a
vigorous p r o g r a m m e to the east of the City where heavily polluted
sites have to be reclaimed. But the c o m p a n y points out that this is
not an obstacle: the cost of m a k i n g sites useable is set against the
price they pay for land.

T

H E D I S O R D E R L Y approach to land use exacts a heavy
price in e c o n o m i c inefficiency, to say nothing of the d a m a g e
to political "capital" as the g o v e r n m e n t finds its aspirations
thwarted by the "hand" w h i c h it does not m a k e visible.
History a f f i r m s that ad hoc responses do not achieve the desired
results. For example, the Blair g o v e r n m e n t has appointed a "czar"
to address homelessness. But in 18 years time, the spectacle of people living in the streets of inner cities will still be with us. Cities will
sprawl into the countryside, and the e c o n o m y will have struggled
through at least t w o recessions in part caused by volatility in the
land market.
Gains from a conscious a s s e s s m e n t of policies could be enormous. An effective g o v e r n m e n t needs the services of a Land
S u p r e m o to help develop effective policies and coherently orchestrate its plans.

money to be made from a Scottish (sporting) estate". Mr. Cadogan reviewed
the political climate in Scotland:
"The Nationalist campaign against absentee landlords frightens English
owners. They perceive themselves as being discriminated against, while
Dutch, German and US buyers and owners seem to be acceptable. With
almost all of Scotland expecting the Scottish Nationalist party to control the
new Scottish parliament, English landowners dread that it will create a land
reform commission to parcel up the large estates - as happened in Ireland
earlier in the century".
Mr Cadogan supports the myth that these estates make no money, and
have little value apart from shooting deer and fishing for salmon. But he listed the asking prices for some properties on the market.
Estate

Acreage

A s k i n g Price: E m

Laudale

12,900

1.6

Benmore

21,000

2.025

Inchmarnock
Glencassley

660
10,000

0.8
1.2

Glenrossal

2,500

1.475

Gledfield

5,200

1.75

Newmiln

709

2.0

A property tax would be discounted by prospective buyers and would
therefore not negatively affect current land uses or employment, or the total
cost of acquiring and using the land.
Much of the land is under-used. A realistic charge on the value of land
would encourage owners to develop additional uses, or release the land to
others. This would foster new jobs and enrich local communities.
The re-introduction of rates, especially if they were associated with the
detaxation of wages, would reverse the de-population which began when the
chiefs cleared the highlands. They abandoned the welfare of their people:
they placed greater importance on the profits and power that came with the
monopoly control over land. The English crown and aristocracy encouraged
the clearances, but landowners now deny that they exercise influence over
government. "If this was the case surely land reform would simply not need
to be on our agenda?" says Andrew Dingwall-Fordyce, of the Scottish
Landowners' Federation (Glasgow Herald, Aug.14).
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Economic Intelligence: COLOMBIA

Law 388: Not enough to buy off rebels

O

VER 200,000 people have died in the
civil war which has raged in
Colombia since 1948. The most recent
victims include 130 dead in the 3-day offensive on the eve of incoming President Andres
Pastrana's inauguration on August 7, and
another 60 two weeks later.
The president wants to negotiate a settlement with the guerrillas. The conflict is
estimated to cost the country at least two percentage points in GDP growth every year. The
loss of output is actually far greater. Colombia
employs conventional tax policies which distort investment and productivity to a degree
which has not yet been calculated. In material
terms the losses, sanctioned by successive
governments, far eclipse the damage inflicted
by the war.
The financial arrangement that could maximise public welfare and private prosperity is
one that draws government revenue from the
rent of land and natural resources. It would
play the leading role in enticing the rebels into
a negotiated peace. Is Colombia heading in
that direction? On July 18, 1997, Congress
passed Law 388. This empowers mayors "to
participate" in increases in land values which

A BOOM/BUST cycle in the urban housing market has
featured in Colombia's big cities for years. Chronic
inflation encourages investment in land, which is
recognised as a good hedge against inflation by
those who can afford it, including drug barons. Prices
soar until they reach unsustainable levels. There is
currently a huge glut of empty housing. Wage earners cannot afford homes because prices have yet to
fall far enough and housing finance agencies cannot
attract enough savings. The building industry is
paralysed and urban unemployment is 15%.

surface when permission is given for a change
in the use of land. The law enables municipalities to capture between 30-50% of the
increase in value.
William A. Doebele, Harvard's Professor
of Urban Planning and Design (emeritus), has
offered a surprising assessment. He writes:
"With this legislation, Colombia has enacted
into national policy the basic premise of
Henry George's writings: that the public has a
moral right to recover socially created val-

m*nm

Landmarks
1961 Land Reform Institute (INC0RA) created

1979

Proposals to legalise growing of marijua-

but failed to eliminate concentration of

na

land; 1m peasants were landless. INC0-

Conservatives

opposed

by

US.

RA advanced most of its funds to big

using drug money to finance electoral

accused

Liberals

and

each other

of

campaigns for Congress.

landowners.

1971 Census revealed 4.3% of landowners

1991

New trade laws open up Colombian mar-

held

kets to foreign goods. US food exports

7.2% of land in lots under 25 acres,

leap from $121 million to $616 million

more than half of which were insufficient

(1996). No provision made to enable

held 67% of land, while 73.1%

to meet minimum needs of a family.

peasant farmers to improve their capaci-

President Dr. Lleras Restrepo claimed his

ty

administration's reform programme was

Colombia's 42 million people.

obstructed by the great landowners.
1972 Attempt by Congress to pass law to place
a tax on land so that owners would be

1998

to

meet

Right-wing

consumption

needs

of

para-military "head-cutters"

link with army to implement their

style

of land reform - killing and expelling

forced to sell rather than keep sites

campesinos from land prior to presiden-

vacant. Extensive poverty and malnutri-

tial elections.

tion co-existed even though "Colombia

(London, June 21): "[M]ore than a mil-

Reported

The Observer

has at present sufficient land to support

lion Colombians [have been] driven from

her rising population.... It is possible to

their homes by an ugly coalition of army,

see large areas of uncultivated land which

para-militaries and the men who fund

could be put to better use", reported

them - drug traffickers and the landed

Financial Times correspondent (2 2 72).

elite. Their official crime is collaboration

1973 National Statistical Office reported that

with the left-wing guerrillas. Unofficially,

90% of employees received an income of

they have been driven out because these
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less than $85 a month. Over half the

campesinos are in the way of mining and

population of Bogota lived in shanty

agricultural schemes being pursued by

towns and slums.

the landed elite".

ues....With the possible exception of Taiwan,
few if any other countries have attempted to
so directly incorporate Georgian principles
into actual legislation at the national level".1
In fact, there is a wealth of evidence to
show that many countries have made - and
continue to make - similar partial attempts at
capturing what their governments regard as
socially created value. 2
Equally surprising is the claim by the professor that Law 388 reflects the moral
philosophy of Henry George. For in Progress
and Poverty (1879), the American reformer
proposed to recover all but the small change
of rent rather than a maximum of 50%.
Another important difference is the mechanism for re-socialising the rent of land. The
Colombian law authorises (but does not compel) a one-off capital gains tax on an owner
who chooses to change the use of his land.
George proposed a mandatory annual charge
on the stream of income imputed to every possessor of land whose sites benefitted from the
presence of a community and public investment, with offsetting cuts in taxation on
people's earned incomes.
The difference in the fiscal tools matters. A
vast body of historical evidence shows that
one-off taxes distort property markets.
Owners refuse to offer their sites for "higher
and better" use. Acting rationally, they sit
tight, awaiting a change in the law so that they
can pocket the full proceeds. The sole efficient
tool for collecting rent was the one which was
proposed by Henry George , among other,: an
annual charge on land values as determined by
the market, in lieu of other taxes.
The history of maladministration of land
taxation ought to be carefully studied by land
policy analysts before judgements are
reached, particularly where these policies
affect the welfare of nations. The damaging
experiences in post-war Britain with socialistinspired attempts at land laws similar to Law
388 ought to be publicised for the benefit of
policy-makers. 3 Another example is to be
found in Colombia itself, which has sought to
Land & Liberty
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capture rising land values via a "valorisation
tax" levied on a piecemeal basis, such as when
there is a big increase in land values adjoining
road-widening schemes.
OLOMBIA is a classic case of a
resource-rich country trapped in
arrested social development by its land
tenure and tax laws. Violence has become the
overt way of expressing
discontent.
Successive governments have gone through
the motions of introducing land reform, to no
avail.
By the mid 1970s, 93% of the labour force
received 44% of the national income, and 7%
received the remaining 56%. Despite attempts
to develop the rich oil and coal seams, income
distribution remained seriously skewed. The
state, however, remained complacent. A report
in the International Herald Tribune in 1980
noted: "Guerrilla groups pose no real threat to
the state. In the countryside they have their
origins in violent conflicts over land".
The "safety valve" for peasants is the trade
in narcotics. Marginalised peasants earn
incomes by growing coca bushes in remote
locations to feed the heavy demand for
cocaine in the US. But this, in turn, has disrupted the lives of the landless who sought
refuge in the towns. Billions of narco dollars
were laundered through real estate in Bogota,
Medellin and Cali, which pushed up land
prices beyond levels affordable to urban
workers. For example, between 1977 and

C

1979 house prices rose by an average of 75%
a year - more than double the inflation rate.
Despite the boom/bust in the land market
of the 1970s, the lessons were not learnt. The
1980s was a decade of missed opportunity.
The government regarded housing policy as
the "principal bonding element that links
together the present administration's objectives for a reactivated economy and
socio-economic change". The millions of jobs
that were supposed to be created in the construction sector did not materialise. This
played into the hands of the guerrilla groups
whose allegiances were to Moscow and Cuba.
But they were not able to produce proposals
that would ensure full employment and sustainable growth. They emphasised land
occupation rather than fiscal reform. A
spokesman for the second largest guerrilla
movement (M-19) said: "If you say to people,
we're socialists, it doesn't mean anything.
Most people are illiterate. They want land,
health facilities, food, and housing. We say
we're trying to build a real democracy".
Land occupation was not a dynamic solution serving the interests of the whole
population. But grabbing unused land offered
a symbolism that was not provided by politicians, who failed to propose reforms that
would enrich all sections of society. The result
was protracted warfare between rebel groups
and the army, which turned Colombia into
what Dr. James Busey, the editor of a Latin
American guide, described as possibly "the

most dangerous country on earth". 4
One president (Dr. Carlos Lleras Restrepo)
declared in his last message to the nation in
1970: "A country cannot use its armed services to combat with force the cries of dissent
which come from hunger, wretchedness and
neglect". But the failure to define and implement an effective programme of land and tax
reform meant that Colombia was destined to
fight it out to the death.
Last July the second largest rebel group,
the National Liberation Army (ELN) met 42
representatives of Colombian society on neutral ground in Germany for peace talks.
Proposals for an effective land and tax reform
were not on the agenda. It is therefore difficult
to see how the new administration can hope to
curb the drugs trade in favour of an expanded
economy. The projected fiscal deficit of 3.5%
of GDP will lead to spending cuts and an
increase in conventional taxes which, cumulatively, further weaken the fragile social base.
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The Vatican and the land question
THE GREAT Jubilee of the year 2000, proclaimed by

"It is true that man has the right of 'possession'

in particular the farming sector. The injustices dis-

John Paul ii, has inspired the Pontifical Council for

of that land on which he has laboured - the right to

cussed, however, are as much a feature of urban

Justice and Peace to issue a document in an attempt

reap where he has sown. But he must also, in jus-

and rural economies. The Foundation agreed that

to confront the problem of land hunger, writes Julia

tice, recompense his fellow man for the privilege of

developing countries do manifest many of the worst

Bastiart.

possession, for it must be acknowledged that his

aspects of unequal land rights, but believed the mat-

The Henry George Foundation of Great Britain

possession deprives others of the use of such land.

ter to be one of universal concern.

responded with a submission and have written to

A rent paid to the community or state based upon

The Henry George Foundation recommended the

the President of the Council, Roger, Cardinal

unimproved value of the land so possessed satisfies

following policy proposal to The Pontifical Council:

Etchegaray, to welcome the fact that they have iden-

this moral requirement and relieves the population

"To directly tax the annual rental value of land and

tified the inequitable distribution of land as a major

of any taxes which might otherwise be required by

use the fund collected as a primary source of pub-

cause of poverty.

the state for community purposes. Such other taxes

lic revenue in order to finance social investment."

In commenting on the Vatican's policy proposals

are usually levied upon labour, confiscating from the

The Secretary of the Council replied that the

the Chairman of the Foundation, Norman Slater,

worker a part of his personal property, and consti-

Foundation's letter "would deepen the issues con-

offered some major criticisms. He wrote:

tutes robbery by the State."

fronted in the document."
•

This debate raises issues that challenged the

"Chapter II confirms God's provision of the Earth

Mr Slater explained how and why the introduc-

to all mankind and the world needs reminding again

tion of annual collection of land rents would end

Vatican in the 1880s. Father McGlynn, who sup-

and again of each individual's right to share in this

land speculation and enable funds to become avail-

ported the work of Henry George in New York,

provision. However, in a later section you appear to

able for investment in productive activity. He wrote:

helped to form the Anti Poverty Society. On

contradict and deny this right. Surely ownership of

"Those Third World countries where major con-

being summoned to Rome by the Pope, he was

the earth by individuals deprives those who do not

centrations of peoples exist, for example in India,

asked to explain his activities, whereupon he

have the right of access and denies them the means

Brazil, Mexico, have major conurbation's where land

was excommunicated. It was not until 1892 that

of sustaining their own life. This is the basic cause

values are enormous. These values are the result of

McGlynn was re-examined by Mgr Satolli, who

of all the poverty, yet you defend it. This is because

the presence of and the investment made by the

later confirmed that the land policy espoused by

you describe land as "goods". We entirely agree that

community. The value is in no way created by the

Father McClynn was not contrary to the

man is entitled to own and dispose of those goods

landowner and, in justice, ought to be collected as

Christian faith or Catholic doctrine. Father

which, by his own exertion, he has created. We do not

public revenue. This public revenue would finance

McGlynn was restored to the Church.

accept that what God has created, i.e. the land, can

state education, fresh water supplies, health care -

morally be owned by anyone. It is vital to make this dis-

and much else."
*

Towards a better distribution of land: The

tinction. Failing to distinguish between God's creation and

A further criticism of the document pointed out

man's produce or products perpetuates the gross injus-

that it is directed solely at the problems experienced

Challenge of Agrarian Reform, The Pontifical

tice from which mankind suffers so grievously.

by developing and under-developed economies, and

Council for Justice and Peace, Vatican Press.
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EO-CLASSICAL economics does not
offer a theory of exploitation.
Unfairness is semantically portrayed
as a sporting challenge, as the "absence of a
level playing field". Disfigurement as an
intrinsic social process is not comprehended.
Monopoly power is treated as alien to the market model which can be neutralised when
government injects more competition. The
social architecture is assumed to be non-discriminatory, because the values of equality
and freedom are proclaimed as foundation
principles. This explains why policy-makers
are on a treadmill to nowhere when trying to
address poverty.
Part of the responsibility for the failure to
abolish exploitation must be attributed to the
socialist Left. It failed to offer an emphatic
critique of why the market malfunctioned.
People were not provided with the intellectual
tools with which to mount a non-violent programme of public education that could have
transformed those features in the capitalist
system that institutionalised the depravation
that pervaded the 20th century.
Marxist theory was faulty, but some of its
practitioners were at least able to dramatise
the problem. Dialectical theory pre-supposed
conflict and change; inequality and exploitation. This enabled them to question
conventional practices, leading to fruitful
insights. One such theorist was the Italian
trade union leader Antonio Gramsci.

D

URING his years of incarceration,
Gramsci wrote the Prison Notebooks.
These continue to disturb people who
accept that the recurring crises in Western
market economies are not accidental.
Gramsci was born in 1891 in a village in
Sardinia, the son of the Director of the Office
of Land Registry in the small town of
Ghilarza. His exposure to the poverty of peasant life in Southern Italy, coupled with his
excursions into Marxist literature while working as a labour leader in Turin, shaped his
perceptions of life in Sardinia. He summarised
his reflections in "The Southern Question".
He recognised that the marginalisation of people on the spatial periphery resulted from a
combination of government tax policy and the
extraction of rents by landlords. This lethal
combination impoverished culture in locations
distant from the metropolitan industrial centres.
Gramsci illuminates the process that
locked Southern society into a vortex of
poverty. Priests had a direct interest in squeezing peasants for rental income - unlike in the
North, where church and state had been separated as a result of the more thorough
expropriation of ecclesiastical property. The

Italy & the Marxist theory of exploitation

The Southern Question
intellectuals were important in tying the
Southern peasant to the big property owner,
consolidating agriculture into a bloc which
made it easy for Northern capital and the
banks to preserve the status quo while extracting a large slice of the net income - the rents from the South.
"All accumulation of capital on the spot,
and all accumulation of savings is rendered
impossible by the fiscal and tariff system and
by the fact that the capitalist owners of businesses do not transform their profit locally
into new capital because they are not local
people." 1 This nexus - the state's power to tax,
the property owners' power to accumulate was seen by Gramsci as the primary obstacle
to economic development. Without economic
reform it was impossible to enrich culture.
Reform would have to encompass changes in
both the land market and the state's approach
to public finance.
But Gramsci's prescribed solutions were
distorted by the bias of the concepts in Vol. 1
of Capital. By direct observation he could see
that the primary problem was with land and
the distribution of rents. He could see that the
rural bourgeois, the small and middle
landowners, extracted rents from the peasants
and developed a mentality that separated this
class (the "intellectuals") from the people who
toiled on the land.
He also saw that the conservative priest
failed to minister to the peasant because he
was separated from the flock by a rental relationship. The priest appears to the peasant
O as a bailiff with whom the peasant comes
into conflict over the question of rents;
O as a usurer who demands the highest rates
of interest, and exploits religious obligations to secure the payment of rent or
interest; and
O as a man with common passions (women
and money) and so unable to offer spiritual inspiration.
Despite the realism of the analysis,
Gramsci failed to delineate effective solutions.
He followed the Marx of Vol. I in using the
word capital to include both the rent-appropriator and the people who save and invest in
equipment and create jobs. In this respect his
was as much of a betrayal of the aspirations of

Mussolini's fascists tortured him in prison to shut down his
mind. But the years behind bars provoked Antonio Gramsci
(pictured left) to compile in secret the notebooks that are
now a remarkable legacy. FRED HARRISON reviews how
Gramsci sought to apply Marxist insights to explain poverty
in Southern Italy.
14

the Southern peasants as the liberal economists whose emerging neo-classical paradigm
was as dangerous as Northern wolves in
Southern sheeps' clothing. This is illustrated
by the way the two schools of thought predicted the outcome of the 20th century
emigration to the United States.
Gramsci summarised the expectations of
the liberal economist. The New World settlers
in the early years of the 20th century would
repatriate a large sum of dollars and a silent
revolution would take place in the South
"which slowly but surely will change the
whole economic and social structure of the
country".
This trickle effect from the outside did not
materialise. The inflow of money was intercepted by the government, which offered
treasury bonds at an attractive rate of interest.
Gramsci describes the outcome as inevitable:
"[T]he emigrants and their families change
from being agents of the silent revolution into
agents for giving the State the financial means
for subsidising the parasitic industries of the
North".
The footloose cash in the South was swallowed up by the banking system, sure enough,
and used to underwrite the emerging industrial base in the North. But Gramsci was wrong
to characterise the value-adding sector as
"parasitic": that word tells us more about
Marx's psychology than capitalist reality.

T

HE MECHANISM which distorted the
economy and crushed the capacity of
the Southerners to develop prosperous
communities was the alliance between the
State and the rent appropriator.
The State served two functions. First, it
legitimised the private appropriation of rent.
Then, because it had alienated the taxable surplus (community-created value of land), it had
to employ covert forms of taxation to capture
the nation's net income. Taxes were imposed
on labour, but this was the proximate impact;
in reality, the burden was passed on to
landowners. In the process, however, those
taxes weakened the incentive to work and
save, which condemned the Italian economy
to a sub-optimal condition, disproportionately
so in the South; and it guaranteed poverty on
a socially significant scale.
Gramsci was encouraged by his reading of
the texts of Marx and Lenin to believe that the
development of working-class consciousness
in the Italian factories of the North would lead
to the appropriation of the means of production - both land and capital - and so liberate
the Southern peasant from his poverty. "The
bourgeoisie of the North has subjected southern Italy and the Islands and reduced them to
L a n d & Liberty
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A NEW explanation for the prosperity/poverty divide in Italy is offered in Robert D. Putnam's Making
Democracy Work (Princeton, 1993), from which the map is taken. The thesis is that, while land tenure
is not excluded as a partial explanation, greater significance must be attached to civil traditions, the
"social capital" which explains the riches of the North and the poverty of the South. This competing
hypothesis will be examined in the next issue of Land & Liberty.

the status of exploited colonies; the proletariat
of the North, in emancipating itself from capitalist enslavement, will emancipate the
peasant masses of the south who are chained
to the banks and the parasitic industrialism of
the North."
Thus did the Marxist paradigm deflect the
activists from the path of a reform which
might have revolutionised Italian society to
the material and spiritual enrichment of everyone. Gramsci was not interested in partial
solutions such as land reform. "The economic
regeneration of the peasants must not be
sought in dividing up the uncultivated and
badly cultivated land, but in solidarity with the
industrial proletariat, which needs in its turn
the solidarity of the peasants, and which is
greatly interested in seeing that capitalism is
not reborn economically from landed property, and also that southern Italy and the Islands
shall not become a military base for capitalist
counter-revolution."
Gramsci was encouraged by Marx's blunderbuss approach into trying to merge the
workers of factory and farm into a revolutionary melange which would liberate itself by
assuming control over capital and land. He
visualised an idyllic system of co-operation in
which the factory workers would fulfil the
material needs of the peasants. We now know,
from Lenin's Utopian experiment in Russia,
that this was not likely to generate the benefits
which Gramsci envisaged.
Gramsci was a practical person who might
have achieved fame as a philosopher if he had
accepted proposals for a university career in
linguistics and philology. Instead, he chose to
work among the factory union leaders, seeking to educate the workers.
"[W]e favoured a very realistic and not at
all 'magic' formula of the land for the peasants; but we wanted it to be realised inside the
framework of the general revolutionary action
of the two allied classes, under the leadership
of the industrial proletariat." he wrote. His
Land & Liberty
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Marxism/Leninism was to be tried, tested and
exposed by the Russian proletariat as a formula that did not work, magic or otherwise.

A

S WITH most of the well-meaning
Utopians of the past who wanted to
improve the condition of humanity,
Gramsci was beguiled by theoretical formulations which were detached from reality, and
so would land up in a social cul-de-sac.
He was a sound witness of the facts. The
economic marginalisation of southern Italy the process that condemned it to the status of
periphery - originated with the way in which
the rent of agricultural land was privatised;
then, in part, by financial osmosis, transformed into interest payable to banks. The
solution needed to focus sharply on this
unholy alliance between landowner and bank.
The exclusive solution was a fiscal one which
required, as a first step, the restoration of the
status of rent as a social value, the net income
after meeting all the costs of production on the
farm and in the factory. Having acknowledged
the social status of rent (the task of philosophers), the next step was to formulate the
appropriate fiscal arrangements (the task of
political economists).
This is a relatively simple challenge that
would fulfill the requirements of both science
and morality, and would generate a social
reform that was consistent with the logic of a
progressive history. There was sufficient here
to engage the philological interests of Antonio
Gramsci. But when he left Sardinia in 1910
after winning a scholarship to the university in
Turin, he was destined by the accidents of life
to end up as a leader of the Communist movement.
Ironically, it was the Socialist party's prejudices which disappointed him and drove him
beyond the idealist philosophy of Benedetto
Croce (1866-1952) and into the arms of Karl
Marx. For the socialist party propagated a disparaging image of the South among the

northern workers. The people of the South
were represented as semi-barbaric, who
restrained civil development; the backward
state of the South was not the fault of the capitalist system or of any other historical cause,
but the fault of nature which had made the
Southerner lazy, incapable, criminal. Gramsci
could not square the facts with this caricature,
which was the conventional view in Italy.
Gramsci was outraged. In his Prison
Notebooks he analysed these attempts to
blacken the South - the Risorgimento - as
"backward". He saw that protectionism for
agriculture was of more value to the producers of cereals in the North. "The difference
between North and South lay also and especially in their social compositions, in the
different positions occupied by the masses of
the peasantry who, in the South, had to maintain through their labour too great a sector of
the economically passive population, of
those living 'on unearned income' etc
The
backward
structure
of
the
South
was...exploited and made permanent - even
made more extreme - in order to drain the
savings of its parasitic classes off towards the
North." 2
But the facts were refracted by his philosophy. The geo-fiscal paradigm which had
resurfaced in the United States in the 1880s
had apparently not penetrated this deep into
Europe to offer him a choice of philosophical
development. And the ascendancy of
Mussolini out of the socialist ranks and into
fascism set the tone of intolerance that was to
lead to his imprisonment. At the end of the
trumped up trial, the prosecutor said: "We
must prevent this brain from functioning for
20 years". 3 That was his sentence, passed in
May 1928 for a string of convictions including provoking class war, conspiracy and
agitation.
But Gramsci's brilliant mind had already
been distorted - by exposure to Marxism. He
could not release himself from the claim that
there was a unity of interest between landowners and capitalists, whom he associated
together as components of a single "ruling
class". And that the single solution was the
nationalisation of both land and capital.
But it was not just Gramsci's vision that
had been closed down by Marxism and then
Mussolini's prison. Europe had already
embarked on the Dark Century. The light of
wisdom which had shone brightly for two
decades at the end of the 19th century was
snuffed out. The Fascists were to be defeated,
and so were the Marxists half a century later.
But the under-development of Southern Italy
continues to defeat the government of Italy,
and will do so in the 21st century if they persist with taxation that builds poverty and
dependency into society.
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ultural Landscapes

Architecture: the Modern Movement as time bomb
Professor Alice Coleman
King's College, London

T

HE twentieth century has seen several prolonged crises that
impose heavy human and financial costs: (a) problem housing;
(b) educational decline; (c) rising crime: (d) increased calls upon
social services; and (e) overloaded health services. Some or all of these
occur together in many countries. If we could understand how they are
linked and trace them back to a common cause, we could tackle that
cause directly and reverse the trends more efficiently and economically
than our present piecemeal policies are able to do.
The necessary research has been done, the desired insight has been
won, and the recommendations successfully tested. There is hope on the
horizon, provided that we can overcome a certain reactionary resistance. As will be shown this is not just a British solution but one capable
of application worldwide.

I

T IS WELL established that a child's nature is largely moulded during the first five to seven years of life. British teachers report that
some five-year-old school starters are already violent enough to
attack them with scissors and chairs. In China, where all children begin
nursery school at three years of age, teachers can even then distinguish
those from houses and those from flats; the latter need extra training to
offset their deficiencies. Yet in Britain our present "criminal prevention" policy identifies children at risk when they are seven years old.
This is too late. It has already allowed their criminal tendencies to
develop and costs money that would not be needed if we started earlier
and prevented such tendencies.
This directs attention to the
hopie, where we seem confronted
by vast numbers of problem parents rearing problem children. A
large army of social workers
employed to help them has not
prevented the situation from
worsening,
with
escalating
demands upon the welfare system.
It has not always been like this
and we have to ask what new and
widespread conditions have had
such a mass demoralising effect
upon family life. If those can be changed, then there could be a mass
reversal of the demoralisation without the effort and expense of dealing
with each family separately. This has proved to be the case.

collection arrangements. Each design variable included a range of different types, or values, of features.
Test measures were applied to establish which values (if any) were
harmless and which were harmful. The criteria consisted of certain
aspects of environmental degradation (litter, graffiti, vandalism and
excrement), nine types of crime, and family breakdown sufficient to
cause children to be put into care. All these diverse forms of evidence
pointed to similar threshold levels separating harmless and harmful values of each design.
For example, it proved fairly harmless if each entrance led to no
more than six flats but harmful if there were seven or more. More than
three storeys was harmful; so was even a single overhead walkway from
one block into the next. Unsupervised play areas caused acute problems
for nearby blocks. Surprisingly, the most powerful attractant of a high
volume of crime was open green space shared by all, while the most
potent antidote was an individual enclosed front and back garden for
each ground-floor flat. Their fences prevented children from crossing
common greens right up to the dwelling windows, to peer in, or perhaps
break in.
^HESE findings made it possible to measure just how bad any block
or house was, by means of a disadvantagement score. This was a
simple count of the number of design variables that breached their
safe thresholds, and could therefore range from 0 to 16 for flats and from

T:

0 to 12 for houses. The higher the
disadvantagement score the higher the cost of managing the
estates, and the differential could
be enormous. For example, one
modern Westminster estate with
an average disadvantagement
score of 12.6 cost thirteen times as
much per dwelling as the centuryold cottages just across the road
with a score of zero.
A few smaller studies showed
that physical and mental health
could also be adversely affected
by poor design, while the lack of a community spirit prevented self-help
and neighbour help and promoted a dependency culture. These conditions created further costs, and schools nearby also found teaching more
difficult. In a study of 789 schools in the county of Kent, A. E. Smith
found that the proximity of a badly designed modern estate was a strong
factor in the incidence and cost of burglary, theft, criminal damage and
fire, while even stronger influences were 17 harmful school design variables, most of which paralleled the defective features of housing.
In Utopia on Trial I reasoned that if the deleterious housing features
could be redesigned to convert them to harmless counterparts, the various associated social problems might also be easier to remedy. In fact,
where one or two such changes had been made, perhaps incidentally]
they had been followed by rapid spontaneous improvements, and about
30 architects, housing officers, etc., wrote to give information about
such cases. This stimulated the concept of changing as many harmful
designs as possible, i.e. reducing the disadvantagement score to as close
to zero as possible.
When the then Prime Minister. Margaret Thatcher, read Utopia on

'In China, where all children
begin nursery school at three
years of age, teachers can even
then distinguish those from
houses and those from flats.'

A

s a geographer, I explored where the problems occurred and
which areas were problem free. Oscar Newman, working in
New York, had already shown that eight different design features of apartment buildings attracted criminals more than alternative
designs. I followed this idea up in London and Oxford. Modern estates,
despite being designed with Utopian aspirations, proved to be vastly
inferior to unplanned older areas, as they made community formation
very difficult. They not only attracted existing criminals but also bred
new ones, as there was no local community to help socialise the children and parents had a much more difficult task raising their families.
Mapping the designs of over 4,000 blocks of flats and 4,000 singlefamily houses revealed 38 design variables that could make
child-rearing difficult. These included 16 in blocks of flats, 12 in houses and a further 10 general features such as parking locations and refuse
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Trial, she set up the DICE Project, which I was appointed to head at
King's College, London.
DICE is the acronym for Design
Improvement Controlled Experiment, and £50m of Department of
Environment (DoE) funding was made available to local authorities
who would redesign problem estates. The DICE team surveyed the
estates to identify each building's disavantagement score, prepared an
improvement plan which would reduce the score to a minimum and
supervised the architects and builders responsible for carrying out the
work.
To quote just one example: the Bennett Street Estate in
Manchester was so bad that the tenants were about to march on the
city hall to demand to be evacuated en masse out of such an
appalling area. Its blocks had an average score of 13.8 but after the
DICE scheme was completed the average was only 1.4. The changes
included creating individual gardens for the ground floor flats and
dividing the upper floors into smaller sub-blocks with no more than
six dwellings each.
On each DICE estate the tenants were delighted with the results and
frequently commented that the new design and layout had converted the
area into a community. The housing authorities were delighted because
their black spots were transformed into areas of contentment rather than
complaint. The police were delighted by the massive decline in crime
which affected not only the estates themselves but also the surrounding
areas (thus proving that relevant design changes do not merely displace
crime but actually change basic attitudes). One headmistress wrote to
say that her children became much calmer and easier to teach. One set
of tenants said they had thrown their sleeping tablets away and did not
need to go to the psychiatrist any more.

investing large sums in big blocks that experience elsewhere predicts
will become housing time-bombs.
Hong Kong was interesting because concentration on apartment
blocks had produced much less housing crime than elsewhere. One reason seemed to be that the buildings were part of the street frontage
without the shared green space that exacerbates crime elsewhere.
However, a visit to some new estates 10 years ago revealed that a
change in policy to create more complex landscaping was already
sparking off graffiti and complaints about burglaries.
The detrimental effect of Modernist housing design is well proven as
also is the beneficial effect of design improvement directed to reducing
disadvantagement scores. All five of the major ongoing problems are
quickly and spontaneously alleviated.
However, a warning must be issued. Civil servants and others have
invested so much of their prestige in the design guides that created the
problems that they seem prepared to go to great self-protective lengths
to cast unjustified doubts on the value of DICE design improvement and
to advocate different kinds of action instead.

Seoul • Land Economics

Search for source
of Asia's crisis
KOREAN academics are studying

A

S WE anticipated, the housing improvement had beneficial
repercussions upon other types of late 20th century problem:
education, crime, health, and welfare. The thesis that Modern
Movement housing design is the common cause and can be made to create a common cure seems borne out by the facts.
All the ongoing crises seemed to be linked to this well-meaning but
completely untested type of housing design. Of course, there are other
factors at work but they seem to be just multiplier effects of this basic
cause.
Modern Movement architecture spread to so many countries
throughout the world that it also came to be known as the International
Movement. But wherever it occurs, it seems to react on human nature
in the same way. DICE has studied housing in several Commonwealth
countries. Although there are differences, these are quite minor as compared with the basic variables and their universally deleterious effect.
At the two extremes are Britain where comprehensive planning has
maximised the spread of Modernism, and the Falkland Islands where an
absence of flats is accompanied by a virtual absence of crime.
Tours of problem housing in four Australian states revealed close
parallels with the UK. Brisbane has only a few relatively small public
estates and their problems, though real, are much less serious than in the
more numerous and massive developments in Sydney. Similarly in
South Africa, the crime rate has risen much more in cities such as
Pretoria, Johannesburg and Durban, where there are numerous blocks of
flats with disadvantagement scores of about 9, than in Capetown where
there are fewer and less defective apartment buildings.
In Canada, where five estates were surveyed, sub-zero winter temperatures had one good effect: all the blocks had doors instead of the
open apertures that have proved harmful in Britain. But heat conservation also led to a preference for the more harmful internal corridor with
dwellings on both sides in place of the less harmful external corridor
with dwellings on one side only. The Metro-Toronto housing authority
and Cityhome Housing Association both said that the DICE recommendations for their estates seemed to be of practical help.

T

he Indian situation was most interesting, as squatters' settlements
with their individual huts had an ethos of self-help, community
spirit and safety, whereas local comments on large blocks of flats
showed that they were having the same adverse effect upon children
there as they do elsewhere. It would be a large financial economy as
well as preventing multiple problems, to give a little help (e.g. clean
water) to squatters trying to upgrade their environment, instead of
Land & Liberty
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A US professor, Dr Nicolaus

land economics in the quest for a

Tideman,

solution to the country's crisis.

August to run seminars and lec-

In Taigu, South Korea's third

tures

at

travelled

to

Yeungnam

Korea

in

University,

largest city with a population of

Kyungpook National University and

about 3m, professors from five uni-

Seoul National University.

versities meet regularly to discuss
the reform

policies proposed

by

Henry George, the American author
of Progress & Poverty (1879). Two
of them, Gang-Soo Jun and DongGeun Han, are writing a paper about
the influence of land speculation on
Korea's
lems.

current

economic

prob-

CORRECTION
In the report from Stuttgart (L&L,
Spring '98, p.6), Dr Mason Gaffiiey
was incorrectly identified as the
speaker at a Liberal Club meeting
in Zurich. The speaker was Dr. R.V.
Andelson, Professor of Philosophy
at Auburn University, Alabama.

Henry George
Foundation
of GB moves on
October '98 will mark the opening of a new chapter in the British
Georgist movement. Redevelopment in London's Vauxhall Bridge
Road means the demolition of 177 Vauxhall Bridge Road. The Henry
George Foundation will re-open in new premises in October in the
heart of the City:
Henry George Foundation
Suite 427
London Fruit and Wool Exchange
Brushfield Street
London El 6EX
New telephone numbers have not yet been assigned.
The e-mail address remains: HGF_IGU@compuserve.com
The nearby Liverpool Street Underground Station is on the Circle,
Metropolitan and Hammersmith & City lines.
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I

RELAND is a metaphor for modern society. It is not a place, but rather an idea that
is born of the displacement of people from
their home territory.
Ireland's identity has as much to do with
places like Boston (USA) and Birmingham
(UK) as with the island off the coast of
Europe, a culture with no spatial borders.
A sovereign nation, yes, but not sovereign
at all, dependent on others for its existence,
most readily seen in its economy. In 1996 the
Republic produced more wealth per head of
population than the UK. Cause for celebration? The achievement is a lie recognised for
the charade that it is by one of Ireland's most
talented journalists, Fintan O'Toole, who is
currently in New York as drama critic of the
Daily News. In the introduction to a collection
of his essays he notes:
"Ministers may have gotten to spend the
billions of pounds flowing in from the EU's
regional and social funds, but the public knew
that it had people outside the State - mostly
German taxpayers - to thank for them.
Ministers may have gotten to announce huge
industrial investments like IBM's 3,000-job
project for Dublin or Intel's $1.5 billion
investment in Leixlip, but the public knew that
the real decisions had been taken on the far
side of the Atlantic".
Ireland is a state of dependency. Threequarters of its exports are owned by foreign
corporations. What price sovereignty? How
were the people of this island moulded into
the first virtual reality nation, for which 28
people are bombed to death in the high street
of a small market town on a summer's day,
followed by an apology from the bombers that
they didn't mean it.
In the North people govern their lives on
the strength of the past. In the South they live
in a future Utopia. Economic subsidies from
the East, cultural myths from the West.
Ireland, transit station in the global wealth
production machine rather than integrated
society, profits repatriated to tax havens,
impoverishing the fabric of society of the
resources that would otherwise enrich everyone's life. Ireland's most valuable export
remains its children.

Myths, Murder &
the pursuit of
virtual happiness
Paolo Bellarossi
THE LIE OF THE LAND
IRISH IDENTITIES
by Fintan O'Toole
Verso, £15
Indian and the Negro features in the mythology of Dublin youth who struggle with the
pathology of their historical displacement,
which has bequeathed to them a schizophrenic culture.
They retreat into the big screen myths created by Sam Shepherd who uses the American
badlands as a metaphor for the social amnesia
which was necessary for a people who could
not confront the reality: liberation from
Westminster did not liberate them from the
institutionalised process of exploitation.
O'Toole's essays are an eloquent testimony to that pathological condition. In the
America of the early 19th century the Irish
were regarded as little better than the barbarous Indians who had to be displaced so that
property rights could be consolidated. In fact,
once the Indians had been driven back, they
were replaced by the Irish from Belfast who,
as backwoodsmen "blacked and disguised like
Indians" fought for a place in the sun against
the prejudices of the English settlers. To sur-

N

O MYSTERY about the history. The
colonial power dispossessed the people of their land, and political
independence was a sham: the people were
not re-integrated into the landscape. They
were not allowed to reclaim their birthright.
Instead, they sought meanings for their
lives through the myths of the Wild West,
where Irish gunslingers dreamt of the green
valleys back home even as they displaced the
Indians from their territories...And the landless peasants of the West of Ireland dreamt
of the riches that awaited them across the
ocean.
Today, notes O'Toole, the American
18
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Fintan O'Toole

vive in the urban ghettos of Chicago and New
York the Irish had to create their equivalent of
the Mafia - Tammany Hall, the political
machine that brushed aside democracy and the
imperative of the market to trade favours for
votes.
The celluloid image became the substitute
for the psychoanalysis. John Ford and John
Wayne provided the therapy, helping the folk
on the emerald isle to construct a mythology
which substituted for a real identity. O'Toole
analyses the interaction beautifully, noting
that "in this paradoxical manipulation of
images the American West becomes the West
of Ireland, Ireland becomes the rich promised
land of the American West. The dynamics of
memory and exile are not denied, they are
reversed".

W

HEN will reality intrude? The
bereaving parents of the five children who died in Omagh would like

to know.
But while the subsidies keep slushing in
from Brussels, Ireland will exploit the images
which icons like J.F. Kennedy were happy to
illuminate in their quest for power. The juxtaposition of America and Ireland is not, as
O'Toole points out, simply a clash between a
traditional and a modem culture, but a more
complex interaction "in which America's cultural sense of itself is partly an Irish creation
and Ireland's sense of itself is partly an
American creation". The connections are nurtured by nostalgia and myth. Why should
Dubliners who have been enriched by the
boom in house prices heed O'Toole: "We need
to get out from under that myth. We need to
turn the mirrors into windows"?
The moguls of cyberspace have fortunes
invested in the technology that helps to preserve the myths which dull the senses.
O'Toole thinks that "the Indian metaphor has
been taken on by contemporary Irish culture
as a device which frees it from the burden of
identity and lets it loose to play games with
the world". But aren't we all just a little
attracted by the Indian metaphor? Don't we all
conspire to play games with the world as a
ruse to avoid the realities of our identities?
There is precious little for any nation to be
proud about in the 20th century. The flickering
images on video provide quick-fix escapism,
even for the President in the White House who
thinks he can virtually distance himself from
reality by "telling the truth" to a camera
instead of eye contact with a grand jury.
But while we may manipulate the cultural
maps so that they tell convenient lies, ultimately the truth will emerge. It is delineated in
the landscape. Honest identities are hewn out
of the land, and in the 21st century, if mankind
is to retrieve its full sense of reality, it will
have to swear a new oath with nature. It is not
the lie of the land, but the lie of the people on
the land that needs to be eliminated.

Towards an agenda
for Scotland's
Parliament
John Digney
HOW SCOTLAND IS OWNED
Robin Callander
Canongate Books, £9.99

A

RCANE and archaic are two words
commonly used to describe Scotland's
system of land tenure. The absence of
a Scottish Parliament for nearly 300 years has
inevitably led to neglect in the revision and
updating of some elements of Scottish legislation, including the land laws. Interpretation
has had to rely heavily on legal precedents
established long ago. The result is an anachronistic muddle largely unexplored by anyone
without the formal legal qualifications.
While Robin Callander readily admits to
having no such qualifications, few people
reading this book would challenge his credentials for writing it. His research has been
meticulous and enormously wide-ranging,
covering even the most obscure aspects of
land tenure. Yet, despite the complexity of the
subject, his language is clear, precise and mercifully free of unnecessary jargon.
It is not coincidence, Callander observes,
that as the only country in the world with a
feudal system of land tenure, Scotland has the
most concentrated pattern of private land
ownership. Pressure for reform is not new,
notably for the abolition of feudal superiorities, whereby one citizen can still regulate the
activities of another merely on the strength of
terms imposed when land changed hands, perhaps in the distant past. In sweeping this away,
however, he warns against sacrificing the
essential conditionality inherent in feudal
tenure in favour of a system of absolute ownership as proposed by the Scottish Law
Commission, which could leave the public
interest worse off than at present. We must not
"throw out the public interest baby with the
very dirty feudal bath water".
The balance between the public and private interests in land is a theme which runs
through much of the book. Crucial to this
debate is the role of the Crown, and Callander
examines the differences between the Crown's
sovereignty in Scotland and England, and its
status in Scotland as Paramount Superior. In
contrast to the English position, sovereignty in
Scotland still derives form the people, with the
Crown's status as representative of the people,
or the "Community of the Realm". The
Crown's role in Scotland is as ultimate owner,
holding all land on behalf of the public. There
is indeed a legal and technical basis, Callander
argues, for the view that "the land belongs to
the people of Scotland".
To anyone familiar with Henry George's

proposals for land value taxation, it might
appear that Callander is preparing to examine the relevance of those arguments to
Scotland's requirements, particularly when
he notes that historically, charges on land
were central to national revenues and might
figure in a reformed land tenure system.
However, he stops short of prescribing specific policies and the ensuing mention of
Henry George is only to observe that land
value taxation would provide an incentive to
appropriate land use.
Such a brief reference gives little insight
into the scope of George's proposals and the
vital link he made between land reform and
fiscal reform. George deplored the iniquity
of unconditional private monopoly of a common resource; at the same time, he
recognised the social and economic damage
caused by taxation levied on the labour and
capital markets. He proposed the shift in the
burden of taxation away from active production and on to land values, by obliging every
land holder to pay annually in accordance
with the unimproved value of the land held.
Publicly created land rental values would
then form the basis of public revenues,
rather than being captured by private
landowner. The private benefits enjoyed
through the ownership of land would be
accurately balanced by a reciprocal fiscal
obligation to the rest of the community.
Callander states that the purpose of his
book is to provide a framework for discussion.
He does not attempt to force-feed us with any
detailed proposals for reform. Along the way,
he makes suggestions as to which aspects
ought to be re-examined, but even when he
pulls these together in the final section, he
emphasises that they are not intended as a
blueprint.
With the formation of the new Scottish
Parliament now imminent, and with land
reform due to feature among its priorities, the
debate is intensifying. Anyone wishing to
make an informed contribution to that debate
ought to buy this excellent book.
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Geoffrey Lee
PROGRAMME FOR A
SUSTAINABLE ECONOMY
Forum for the Future
Sustainable Economy Unit, £5.50

A

PUBLICATION that has a diagram
showing wealth production and yet
does not have land on it clearly underestimates its importance. It is true that the
diagram includes land under the heading of
ecological capital but treats it in an unnecessarily complex manner. Land and labour are
the two factors we need to focus upon. It is the
conditions at their point of interaction that
determine what is produced and more importantly the quality of what is produced and its
sustainability.
This pamphlet quite rightly says that
renewable resources must be perpetuated
through the maintenance of soil fertility and
that sustainable harvesting must be rigorously
enforced. It has excellent proposals for preventing the unrestrained consumption that
could (and is) leading to catastrophic outcomes for the global environment. The
problem is how to enforce them.
Ecological tax reform could be the major
tool in the battle and the pamphlet points out
that a shift of taxation away from labour and
profits onto the use of environmental
resources could increase investment and
employment and reduce environmental damage. In his 1994 budget the UK Chancellor
accepted the principle of eco-tax reform: a
land-value tax would be the most effective
policy.

Prize-winners

Two split A$25,000 essay prize
A PRIZE OF A$25,000 has been split between

Mathews and Rod Jensen, the strength of Ms

two winners who offered critiques of the sub-

Smith's entry lay in its historical account of the

mission to the 1996 ACCI-ACOSS Tax Summit by

difficulties which have confronted Australian gov-

Philip Day, the Hon Rae Else-Mitchell, Bryan
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Mr Michael Plumb, 26, an econometrician

powerful

opposition from

vested

interest

groups.

lecturing at Nuffield College, Oxford, and Ms

The strength of Mr Plumb's entry was in its

Julie Smith of the Australian National University,

theoretical analysis. He challenged the assump-

Canberra, beat 15 others to the prize.

tion that the supply of land is fixed and that the

Most authors agreed with many of the weak-

removal of improvements from the property tax

nesses of Australia's tax system, which were

base would provide incentives for more produc-

identified in Tax Reform: A Rational Solution,

tive and intensive development.

which advocated a radical shift to resource rents

The competition was organised by the Land

taxation, and with the broad objective of making

Values Research Group, Melbourne, which pub-

greater use of land value taxation.

lishes monographs exploring the proposal to

According to the judges, Professors Russell

Land & Liberty

Eco-tax reformers
need to adopt
land-value tax

rebase public finance on the income from land.
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Land tax on agenda for
Scotland's parliament

C

AMPAIGNERS in Scotland have
moved land value taxation onto the
political agenda. The breakthrough
came with the Scottish Office's second consultation paper, Identifying the
Solutions,
published to coincide with a lecture delivered
on Sept. 4 by Secretary of State for Scotland
Donald Dewar.
Brian Wilson, the Scottish trade minister,
was due to present the annual lecture in memory of John McEwen (1887-1992), the author
of Who Owns Scotland. But Mr Wilson was
moved last month to the Department of Trade
and Industry in London, and despatched to
Vietnam. Mr Dewar stepped in, but did not
answer questions addressed to Mr Wilson by
Land & Liberty.'

But Mr Dewar, who hopes to head
Scotland's first government since the Union
with England in 1707, did say: "In due course
there may be a case for some changes in local
land taxation, but further study is needed".
The Scottish Office, in its first consultation
document on land reform, did not mention
land value taxation. But the public response
could not be ignored. Peter Gibb of Land

Reform Scotland analysed all 326 submissions and found that one landowner only had
volunteered a view on land value taxation and he favoured it! But 38 submissions including 13 from NGOs, three from academics and four from local governments volunteered varying degrees of support for the
policy.
So land value taxation appeared in the follow-up discussion document, which seeks to
narrow down the options that will be recommended to the Scottish Parliament. 2
The advantages and disadvantages of land
value taxation, as perceived by the Land
Reform Policy Group, the civil servants
chaired by Lord Sewel, the Scottish agriculture minister, were listed. The seven
disadvantages included:
O Fall in market value of property.
O Tax would be regressive in terms of
income, particularly for elderly.
O Low density properties and small
dwellings would be penalised.
Against these, the nine identified advantages included:
O Would encourage efficient use of land.

California's shadow over the glens
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Donald Dewar at Scotland's
land reform conference

O Encourage development of unused land.
O Provide automatic adjustment for external
effects, e.g., improved transport links
increase taxable values.
0 Public goods would be funded by beneficiaries.
The Scottish Office's verdict on the policy:
"Maybe, but not yet: a lot more study needed".
Dissatisfaction with the narrowness of the
agenda was voiced after Mr Dewar's lecture.
Defects include the exclusive concern with
rural land.
Andy Wightman, author of one of the key
books on land in Scotland, 3 thanked the
Scottish Office for its initiatives. But he then
roasted it for the limitations, while acknowledging that two new issues had been accepted,
including "The question of LVT, which was
not in the previous paper".
He declared that Scotland needed a political philosophy that would lead to a radical
redistribution of power as a result of "real land
reform" and warned: "Land reform is going to
go on and on and on and there is a lot more
work to be done".
The next phase of the campaign is to
enable the public to take control of the agenda
that would feature in the election in May. This
would happen if civic organisations create a
Scottish Land Convention. This is modelled
on the convention which successfully embarrassed the political parties into accepting the
need for a referendum on the devolution of
power. The public voted in favour of a
Scottish parliament.
The Land Convention will be launched at a
conference of the Scottish Civic Assembly in
Stirling on Oct. 10.

California ranked the nation's leader (it is now
26th in the state league table).

lunch table napkin, is aware that the most enterprise-friendly
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* J. Rees, "Supply-side economist Arthur Laffer", The
Review of the News. 6 / 1 1 / 8 0 , p p . 4 7 - 4 9 .

1
2
3

"Scotland loses £37bn." Land & Liberty, Summer
1998. p 3
Land Reform Policy Group, Identifying the Solutions,
Edinburgh: Scottish Office, Sept. 1998.
Andy Wightman, Who Owns Scotland, Edinburgh:
Canongate, 1997.
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