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DOES GOD still have anything to do with the land?
A sheriff in Scotland was invited to accept that He did, before deciding

HE L&L INTERROGATION: RULE OF LAW
What's sacred about the Law?

4

whether to evict Chris Ballance from his plot of land on the side of a loch
near Glasgow.
Mr. Ballance was hauled before the sheriff after he refused to pay a huge

Robert Ilson on the Rule of Reason

hike in the rent for the plot occupied by the wooden hut which he owns.
Along with 90 other flutters, he went on rent strike after his laird, Allan

LAND VALUES: IRELAND
Mystery of missing land data

Barnes-Graham, decided his 1,000 acre Carbeth Estate was entitled to a lot
more rent than had been charged by his father.

Scottish elections - analysis & comment

The laird's grandfather had invited the poor of Glasgow to construct their

10

huts on his ground so that they could enjoy the rural landscape at week-

ECONOMIC INTELLIGENCE
World Bank

ends. The arrangement worked well until, two years ago, the estate decided
to be more businesslike in its relationship with the tenants. Rent increases

Eco-Taxes: The Wonderland Way
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of up to 40% were demanded. That's when the row started, and went pub-
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should they be elected to the new parliament in Edinburgh - the laird was

lic. Sensitive to the political climate - with politicians offering land reform
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attacked by the Scottish Landowners' Federation and in a Glasgow Herald
editorial as "the prime example of the head-in-the-sand landowner".
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CULTURAL LANDSCAPES
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Walt R y b e c k

SCOTTISH land law is still based on the feudal system.
The Labour Party threatens to abolish this remnant of feudalism as part
of a programme of land reforms. But some social reformers believe that the
government's plans to adopt absolute ownership rights are misconceived.
They believe that the feudal tradition, while anachronistic in some of its features, contains an important element of truth which should not be

Russia's top academic
economist, Dmitry Lvov
(left),
wants
social
renewal to be driven by
geofiscal policy
- report page 14
Aberdeen
professor
John Bryden (right) says
Scotland also has to
consider adopting rent
as public revenue
- report page 10

abandoned in the rush to modernise.
Among those reformers is Quaker theologian Alastair Mcintosh. It was
he who wanted to introduce God into evidence in the eviction case against
Chris Ballance.
Mr. Mcintosh arrived at the court prepared to document the evidence
that God was at the apex of Scottish land law. He would have begun with
the scriptures which make it clear that God was the owner.of Earth, and that
He was recognised as being the God of the 1707 Act of Union and the 1921
Church of Scotland Act.
Under Scottish law, Mr. Mcintosh wanted to argue, possession of land

NEWS REPORTS
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was contingent upon recognising God as the ultimate owner.
O Feudal theory emphasises the conditionality of rights of possession.
O As custodians, the possessors of land owe a duty to behave according
to scriptural principles.
Thus, feudal theory serves as a practical reminder that the possessors
of land are under an obligation to honour standards of service based on justice. Ultimately, their possession is contingent NOT on what they can claim
from the community, but what they OWE to the community for the privilege
of exclusive control over God's acres.
THE SHERIFF, Kenneth Pritchard, would not admit the evidence.
Mr. Mcintosh explained that his interest in the case was as a Quaker and
a Scot who wanted "To see that the spiritual basis that underpins the laws
and constitution of our nation are upheld". But he was not admitted as an

Scottish laird Allan Barnes-Graham wants rent-strikers evicted from his land: on whose side is God?
- Editorial page 2

COVER photos: Chris Ballance and his hut on the far side of the
loch - Editorial page 2; Joseph Stiglitz - Story page 12
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expert witness, and asked to quit the witness box in the court in Stirling.
Does this mean that God has no voice in the legal system?
God has been allowed to squeeze through the rules of evidence to influence judgements. A remarkable instance concerned the case of a snail found
in a bottle of ginger beer. In Donoghue v. Stevenson (1932), the girl who
drank the ginger beer was alleged to have been sickened by the experience.
The case was complicated on the grounds that there was no contractual
relationship between the plaintiff who drank the ginger beer and the manufacturer who made it. The House of Lords decided the difficult point of law
on the basis of the New Testament parable of the Good Samaritan ("Who,
in law, is my neighbour?"). The decision revolutionized the law of negligence in the common law countries of Britain, America and Australasia, by
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modify like any man-made artefact, then absolute ownership is appropriate.
But in that case,
O there must be no more talk by politicians about the duties of landown-

Summer 1999

ers, who must be free to dispose of their acres as if they were of no
more importance to society than second-hand goods sold on street cor-

Plotland

ners. And
O there must be no more talk by politicians about the land of Scotland
belonging to the people of Scotland.
If, on the other hand, land is assigned a unique social quality - which
includes spiritual and cultural as well as commercial content - then

making negligent manufacturers liable to the ultimate consumer.

Parliament has the responsibility to define a coherent philosophy which

In 1975 an American professor of law, J.W.Montgomery, who is also a

offers practical solutions and guarantees so that

theologian, wrote a book entitled The Law above the Law, with the sub-title:

O every citizen of Scotland has a direct and equal stake in the land. And

Why the law needs biblical

O special treatment for a few people, be they crofters, tenant farmers or

foundations/How

legal thought

supports

Christian truth. He cited Martin Luther who had himself studied law: "I know

high-and-mighty lords, must be unacceptable in a democracy which

for certain that we theologians and jurists must stay, or all the rest will go

claims to treat everybody as enjoying equal rights.

down with us. When the theologians disappear, God's word disappears, and

This is the challenge which confronts the Members of Parliament who

only heathen, aye, nothing but devils remain. When the jurists disappear,

assemble in Holyrood to represent the people of Scotland. They have been

then the law disappears and peace goes away with it, and nothing but rob-

presented with the historic opportunity to prove that Parliamentary democ-

bery, murder, crime, and violence, aye, nothing but wild beasts remain."

racy need not continue to be a sham. This will entail a divorce from the
ideological traditions of Westminster.

PEOPLE WANT to retain the spiritual dimension to the legal formalities
that dictate the outcome of the jousting matches in courts of law.
So far, in Scotland at least, God has not been excluded from the plot: at
least, not from plots occupied by tenants like Mr. Ballance.

THE PARLIAMENT in London is the model for the world's democracies.
Unfortunately, the Mother of Parliaments originated as the servant of the
landowning aristocracy. Westminster made a brave attempt to shrug off the

But the social dimension to the possession of land would be aban-

power of the British lairds 90 years ago, but failed.

doned by the proposal to abolish feudal traditions. This is a tragedy in the

Today, Prime Minister Tony Blair plans to abolish the powers of heredi-

making. Scottish feudalism nurtures an ancient wisdom which people wish

tary peers in the House of Lords. This, in itself, is a purely cosmetic

to retain.

exercise. For the power of the land monopolists has now been shared with

Outside the Stirling court, Mr. Mcintosh said of his exclusion from bear-

the pension funds and insurance companies. In fact, ironically, that power

ing witness to the word of God : "This reveals an anomaly whereby these

to wreck the economy, contort our culture and abuse the natural rights of

evictions are being conducted under a feudal system that recognises the

every citizen, has been 'devolved' through the housing market.

place of God, but subsequent legal practice refuses to hear the argument

England, therefore, cannot enjoy the benefits of a democracy under-

based upon God. Therefore, this matter must be addressed by the new

pinned by the sacred principles laid out in the scriptures. For all the

Scottish Parliament when it brings forward proposals for land reform. In

constraints offered by the planning laws, the power in the land is still exer-

particular, it must recognise that in Scotland it is not property rights that are

cised as an anti-social weapon in the hands of a relatively few people.

sacred to landlords, it is the land that is sacred to the common people - the

In Scotland, Parliament can break away from the English tradition by

community of the

building on distinctive

realm - on behalf of

God's Deed

God".

EXTRACT from South African playwright Athol Fugard's Valley Song, premiered at the Royal Court
POLITICIANS elect-

Theatre, London, in January 1996:

ed to the Scottish
Parliament bear an
onerous burden.
The expectations
of

the

people

of

Scotland have been
raised to the point
where land reform
is now at the top of
the

agenda

for

action.
Parliament is the
correct forum

for

determining
whether there is any
sacred content to
the rights to possess and use land.
If land is a com-
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historical values. To do
so

successfully

require

an

public debate which will
need

I wrote out a cheque for the modest sum they wanted for the house and land, and after
the usual formalities between lawyers,.! finally had it in my hand....The Title Deed! The land
was mine!
Or was it? Has my few thousand Rand really bought me ownership of that land?
Remember the Psalm? 'The Earth is the Lord s and the fullness thereof.
I would have felt a lot better if God had countersigned that Title Deed. Because you
see, Buks put his first seed into that soil when he was only a few years old....when his
father went to work for old Landman. Jaap Jonkers. That was his father s name and it was
Landman himself who told Jaap that he must lay a few akkers for himself and grow vegetables there for his family.
That old house that was standing there empty and falling apart when I first saw it, Landman
and Jaap built it with their own hands. Just the two of them! And then when Jaap died in the
great flu epidemic the young Buks stepped into his father's shoes and husbanded that land.
And that's how it has been ever since. His life is rooted now as deeply in that soil as the old
Walnut tree next to the windmill. Well it's like that between you and a piece of land, you end
up being a part of it. Your soul wilts and withers with the young plants during the droughts.
You feel the late frosts as if it was your skin that had been burnt black. And when it rains you
rejoice and your heart swells with sweetness like the fruit on the trees. But Buks doesn't have
a piece of paper with his name on it which says all these things, and so he has to come begging to me because I've got a piece of paper with my name on it which said that those akkers
are mine.
- From: Valley Song, Faber & Faber (London), 1996, pp.31-32.
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will

extensive

to

notions

resurrect

like

law". The

"natural

people will

have to decide whether
to write God back into
the plot.
What if they don't?
Martin
what

Luther
he

was

knew
talking

about when, in 1532, he
was

heard to

prophetically:

remark
"Where

there are no people who
have been made wise
through the Word and
the laws, there bears,
lions, goats, and dogs
hold public office and
head the economy".

What's sacred about the Law?

T

HE ALLIED Powers would claim that
the bombing of Yugoslavia reinforced
"the rule of law". In the face of corruption on a staggering scale in Russia, Western
governments insist that the Yeltsin government must institute "the rule of law", a notion
that is deeply embedded in western culture.
The concept is not a simple one. It incorporates spiritual values, as the Canadian
Constitution Act of 1981 emphasises:
"Canada is founded upon principles that
recognise the supremacy of God and the Rule
of Law". That is a combination which, for
common law countries such as the USA,
Canada and Britain, creates tensions in the
administration of justice.
The contemporary relevance of the concept was highlighted in 1990, when US
President George Bush justified the Gulf
War to Congress. One of its objectives was
to support the New World Order in which
the rule of law supplanted the law of the
jungle. The trans-national enforcement of
this notion came with his affirmation that
nations recognised the shared responsibility for freedom and justice.
These cases illustrate the reverence in
which the concept of the rule of law is held
in the New World. Yet they provoke awkward questions. Is there a connection
between God and the Rule of Law? Why
were the Allies constrained from pushing
the Gulf war through to the establishment
of the rule of law? Will Yugoslavia end
with a similarly inconclusive result? Is
there a flaw in the philosophy that underpins the notion, which compromises
governments? If so, what might the consequences be for Russia, and for Europe
which is now tracking the emergence of a
criminal state on its eastern fringe? Is a
new approach to conflict resolution
required in the 21st century, which entails
an expansion of the contemporary definition of the rule of law?

T

HE RULE of law is a peculiarly
English notion. The idea underlying
it is that all are equal before the law.
The US and Canada inherited this concept,
chiefly through the works of Blackstone
and Locke.
The concept as a legal principle was
articulated by Arthur Dicey (1835-1922),
an Oxford professor of law (see Box 1). His
analysis - emphasising equality of treatment of every person before the law, and
no arbitrary exercise of power by the
authorities - was closely related to his doctrine
of
Parliamentary
sovereignty.
Parliament had the right to make or
unmake any law whatever; and no person is
recognised as having a right to override or

I
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The Rule of Law
set aside the legislation of Parliament.
The doctrine of the English Parliament as
supreme legislator came about in the 16th and
early 17th centuries when the common
lawyers united with Parliament against the
Stuarts to subordinate royal power to the law
as declared by Parliament. To achieve this,

A.V. Dicey

however, the lawyers had to abandon the
claim that Parliament could not legislate in
derogation of the principles of the common
law. Parliament became the sole legislator and
the laws it passed could not be challenged in
the courts. In this sense it was above the law.
Moreover, from the passing of the Parliament
Act of 1911, as regards money Bills "parliament" meant only the House of Commons.
Ironically, Dicey's formulation, and the
supremacy of Parliament, came at a time when
both doctrines were about to be overtaken by

a major change of opinion and of law.
Parliament was to delegate legislative power
to ministers. And in recent
times,
Parliamentary control was superseded by
European legislation from Brussels.

S

ERIOUS TENSIONS flowing from the

character and administration of the law
surfaced in the 20th century.
The specialists in jurisprudence and philosophy had detached their subjects from the
doctrine of natural law. Because Parliament
was sovereign, there was no independent
authority to which a citizen could appeal for
the resolution of conflicts. This emerges when
examining the views that Dicey was to
express in his attempt to influence two crises
that ruptured British politics at the end of the
19th century. Before examining these, to
test the relevance of "the rule of law" in
people's everyday lives, it is first necessary to review the antecedents to this
debate.
The 18th century philosophers of the
Enlightenment articulated the rules that
were appropriate for the modern age. They
related those rules to natural law. An
important intellectual breakthrough was in
the realm of economics. French and
Scottish philosophers defined economics
to provide governments with practical
policies that conformed to universal principles such as justice. They classified the
component parts of the economy - land,
labour and capital - and they elaborated
the two distinct sectors - the private productive sector, and the public social
service sector - in terms of property rights.
The two sectors had to be linked to produce an integrated whole, which - if the
philosophy was to be holistic - had to be
synthesised with the natural environment.
The bridge to the three parts - the individual, society and the natural habitat - was
public finance. But the way government
raised revenue was not to be on the basis of
an arbitrary exercise of police power. The
intrusion of the public sector into people's
private lives had to be determined by principles
of justice
and
efficiency.
Philosophers like William Ogilvie and
Adam Smith identified the fiscal policy which
would serve citizens, society and nature well.
They identified the working rules that protected private property, which had to be roped off
from the rights and obligations of the supporting public sector. The Enlightenment
philosophers bequeathed what amounted to a
Manifesto
Modern
Man.
OWfordid
Dicey's
reading of the "rule

H

of law" measure up to this manifesto?
He brought to his analysis the skills of
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a tax lawyer (he was junior counsel to the
Inland Revenue from 1876 to 1890), and he
stressed equality of treatment and the absence
of arbitrariness as components of the rule of
law. How did he translate this knowledge into
advice on the burning issues of the day?
In Ireland, the law fostered discrimination
in the distribution of land. Land was owned by
Protestants and worked by Catholics: 20% of
the population owned 80% of the land.
In the 1880s the peasants revolted with
rent strikes and the withdrawal of their labour.
They tried to force a change in the law. They
argued that, when their leases were terminated
by landlords they should receive compensation for the capital which they had invested on
the land. Leases did not provide for compensation. Capital which they laboured to create
was treated as the property of landowners.
According to their sense of natural justice,
they ought to be compensated. Not in the view
of Prof. Dicey. He regarded the rent strikes as
a threat to the British state. He wrote:

Dicey's law
In An Introduction to the Law of the Constitution (1885), A.V. Dicey ottered what proved to be an
influential definition of "the rule of law":
When we say that the supremacy or the rule of law is a characteristic of the English
constitution, we generally include under one expression at least three distinct though kindred conceptions.
We mean, in the first place, that no man is punishable or can be lawfully made to
suffer in body or goods except for a distinct breach of law established in the ordinary
legal manner before the ordinary Courts of the land. In this sense the rule of law is contrasted with every system of government based on the exercise by persons in authority
of wide, arbitrary, or discretionary powers of constraint.
We mean in the second place... not only that with us no man is above the law, but
(what is a different thing) that here every man, whatever be his rank or condition, is subject to the ordinary law of the realm and amenable to the jurisdiction of the ordinary
tribunals.
There remains yet a third and a different sense in which the "rule of law" or the predominance of the legal spirit may be described as a special attribute of English
institutions. We may say that the constitution is pervaded by the rule of law on the ground
that the general principles of the constitution (as for example the right to personal liber-

The movement rested on an agrarian agitation against payment of rents, for the
purpose of impoverishing and expelling
from
the
country
the
Irish
landlords....the object of the principal
founders of the Land League was to
bring about the absolute independence
of Ireland as a separate Nation.
Independence was anathema to Dicey,
action in favour of which was offensive to his
"rule of law". And contracts were sacred; they
had to be championed by the law, even if they
offended people's sense of justice.
In England and Scotland, a campaign
was mounted from the late 1880s for justice
based on a new approach to sharing not the
land itself, but the rent of land. This culminated in the 1909 constitutional crisis, and the
People's Budget of 1910. There was an overwhelming democratic mandate for changes to
the tax system based on a new philosophy. In
terms of fair play, the majority of citizens
recognised that fiscal reform was consistent
with natural justice. Dicey branded it as a
species of collectivist action. He wrote of the
People's Budget:
"It imposes specially heavy taxes upon
the rich, and upon landowners. It is also
an Act passed not for the mere purpose
of raising needful revenue, but with the
aim of promoting social or political
objects. Undeveloped land duty, for
example, is imposed, partly at any rate,
for the purpose of compelling or inducing
a
landowner
to
erect
dwelling-houses or buildings which may
be useful as habitations or places of
business, though he might himself prefer
to leave his land open as a field or garden. ...This feature in the Act....sets a
precedent for the use of taxation for the
promotion of political or social ends.
Such taxation may easily become the
instrument of tyranny. Thus revolutionists bent on the nationalisation of land
might, by heavy taxation, beat down its
value in the hands of a private owner till
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ty, or the right of public meeting) are with us the result of judicial decisions determining
the rights of private persons in particular cases brought before the Courts; whereas under
many foreign constitutions the security (such as it is) given to the rights of individuals
results or appears to result, from the general principles of the constitution.

he is willing to sell it far below its real
worth. Revolution is not the more entitled to respect because it is carried
through not by violence, but under the
specious though delusive appearance of
taxation imposed to meet the financial
needs of the State".
Thus, Dicey defied what another constitutional historian, Blackstone, regarded as the
third feature of the doctrine of law: "render a
person [his] due" (the other two principles
were "live honestly" and "hurt nobody").
Because of his ideology, Dicey could not
see that rent is not a price paid to a person for
something that is due to him. The claimant of
land-rent gives nothing - he adds not one iota
to the total common wealth - yet the laws of
the land allowed him to claim a portion of
total wealth as his own. By doing so, the
landowner steals that which is not legitimately his - according to natural law. And yet, to
Dicey, this was a respectable preoccupation:
consistent with the law which he championed.
Not surprisingly, therefore, he condemned
the social legislation at the beginning of the
20th century - such as old age pensions and
unemployment benefit - as forms of collectivism.

W

ITH SUCH a pedigree behind the
modern concept of the rule of law,
then, we are driven to ask a question which Dicey would presumably regard as
seditious: Whose law is it?
How can the right-minded individual's
instinct for justice be reconciled with the religious concept of natural justice, or natural
law, or a law above the law, or the view that
the whole universe is governed by law (see
Box 2)1
Spiritual leaders like Thomas Aquinas had

said that there is an eternal law to which all
things are subject. But he added that natural
law is not something different from the eternal
law, but is a participation in that eternal law.
By the light of natural reason we discern what
is good and what is evil. Thus each one of us
is able, to the extent that we receive that
imprint, to participate in Divine Law, and be
"right-minded members of the community".
To most ordinary people this imprint will
appear simply as Common Sense.
Injustices remain in the world, notably in
the distribution of income and the way in
which we savage nature in the course of
everyday life. How can the laws of mankind
be corrected to comply with eternal norms of
justice? When Mr Bumble sees the law to be
unjust - "an ass" - how can it be rectified?
History answers by pointing to the abolition of
slavery, of the corn laws, of press censorship,
of hanging, whipping, etc. It was a change in
public opinion which brought about the legislation required to abolish these evils. It
entailed a considerable swing of opinion, initiated by a few - a Wilberforce, or a Cobden but gathering momentum as the full horror, or
absurdity, of the situation came to be understood. What is vital, therefore, is popular
education to override ignorance.
An example is the distribution of income.
A perceptive account of how the laws of economics conform to natural justice was
provided by American social reformer Henry
George, who exposed the way in which manmade laws deviated from what he called the
universal law. He contributed to the mass education of the public through his major work,
Progress and Poverty (1879), in which he
wrote:
"The tax upon land values....falls only
upon those who receive from society a

BOX 2

Spiritual roots of the rule of law

THE rule of law has human and supernatural sources. There are traces of it
in early Eastern societies. Ancient Greek philosophers

distinguished

What then of the metaphysical inspiration to support the rule of law on
the lines of Moses, Plato and Christ? Where could one find any law deriv-

between government under law, and tyranny in which the government

ing from a universal natural law that reflected the cosmic order? By the 18th

makes what laws it pleases. This notion guided European thought until the

century Gibbon was able to argue that Christianity had sapped the morale

end of the 18th century.

of the empire and deadened its intellectual life.

In the 3rd Century BC, Platonic philosophy met Judaic Old Testament
learning in Alexandria when scholars translated the Jewish scriptures into

IN SETTLED tribes it was an essential requirement that the family units

the Greek version (the Septuagint). The union of the two traditions worked

should have homes and a means of livelihood. To this end a proper distri-

well. Roman writers such as Cicero imitated the Greeks.

bution of land was essential. Otherwise, those left out must either perish,

Christianity absorbed much of the Greek and Roman learning. As the

or be an incubus on the rest of society, supported by charity, or by the state.

Western Roman Empire declined, the Church became the depository of all

Earlier forms of society were not troubled with this problem, because all

the ancient learning of the West. Here was the ideal opportunity for a rule

families were provided with land. This was the law (Torah) of the Old

of law deriving from a supernatural source, to be linked with man-made law

Testament. The injunctions of God to Moses, and later to Joshua, were that

through the conjunction of the Torah, Neo-Platonism. and the teaching of

the promised land had to be divided amongst the families by lot. After every

Christ. But the Church, having become the official religion, failed to conform

seven Sabbaths of years the land had to be redistributed in the jubilee year,

to the teaching of the scriptures. Historian A.H.M. Jones records:

in order to set right the inequalities which had crept in during that time.
Christ affirmed that he had come to fulfil the Torah, and in the beatitudes

There was waste and corruption. The Church imposed a number of

spelt out the dependence on the earth of the poor and oppressed.

idle mouths on the resources of the empire. By the sixth century the

Sir Henry Maine, writing in Ancient Law (1861), refers to Russian vil-

bishops and clergy had become far more numerous than the civil serv-

lages (mirs), which were naturally organised communities where private

ice of the empire. A large number of hermits and monks lived on the

rights were only theoretically complete:

alms of the peasantry. These unproductive classes lived better (mostly)
than the peasantry, and all drew the bulk of their income from the land

After the expiration of a given...period, separate ownerships are

by way of rent, taxes and first fruits. The burden was too much. The

extinguished, the land of the village is thrown into a mass, and then it

peasants had too little left to rear children. The number of producers

is redistributed among the families composing the community, accord-

gradually shrank.*

ing to their number.

Asceticism and poverty were coming to be regarded as a religious

Maine also referred to "Servia, in Croatia, and the Austrian Sclavonia,

virtue, with many - the desert fathers - retiring into solitude in Egypt.

[where] the villages are also brotherhoods of persons who are at once co-

Meanwhile:

owners and kinsmen".
The Church in the early middle ages could hardly be expected to take

The peasantry had not enough left to rear sufficient children to
counterbalance the high death rate. The sale of new born infants was
common. There were laws in Constantine's time 'to withhold parents'
hands from murder'. In times of famine the peasantry flocked to the
towns for bread. The condition of the urban poor was no better. They
too were driven to sell their children. They had to be supplied with
cheap bread by the city authorities. There was not enough employment

the Torah, the teaching of Christ, or the co-ownership of land seriously. At
that time literate people were to be found only in the Church, and kings
recruited them to serve in public administration. Consequently, churchmen
were responsible for the finances of nations; they acted as ministers; they
were civil servants, lawyers, professors, writers, and schoolmasters.
Accordingly much of the Church consisted of worldly men, often wealthy,
some of whom owned immense estates. The record of many of the popes

even for a shrinking number of workers.

and bishops was at times sordid. Many were corrupt. The one institution
which might have provided the metaphysical background to the law from

In a situation not unlike that of today,

the study of scripture, was found wanting. So far as equal sharing of the
The codes are full of laws to combat the veniality of provincial gov-

access to the earth's resources is concerned, it is still wanting, except for a

ernors and officials and to curb the inordinate growth of bureaucracy.

dim realization of the necessity for all to have land in the "liberation theol-

The emperors and their officials were so snowed under with papers that

ogy" in South America, of which Rome has expressed disapproval.

they signed without reading them, and the clerks of the central ministries could thus put through for those prepared to pay for them illegal

* A.H.M. Jones (1973), The Later Roman Empire 284-602.

grants of land, privileges, titles and immunities.

Decline of the Empire, London: Basil Blackwell.

peculiar and valuable benefit, and upon
them in proportion to the benefit they
receive. It is the taking by the c o m m u n i ty, for the u s e of the c o m m u n i t y of that
value w h i c h is the creation of the comm u n i t y . . . W h e n all rent is t a k e n by
taxation for the needs of the c o m m u n i ty...no citizen will have an advantage
over any other citizen save as is given by
his industry, skill, and intelligence; and
each will obtain what he fairly earns.
Then, but not till then, will labour get its
full reward, and capital its full return....
"It is not enough that men should vote; it
is not enough that they should be theo-

6

retically equal before the law. They must
have liberty to avail themselves of the
opportunities and means of life; they
must stand on equal terms with reference
to the bounty of nature...This is the universal law."

Vol. II The

U n f o r t u n a t e l y , t h e U S A - in c o m m o n w i t h
o t h e r c o u n t r i e s t h a t h o n o u r t h e r u l e of l a w h a s s u c c e e d e d in d e v i a t i n g f r o m t h e rules that
w o u l d deliver j u s t i c e . It s e e m s , t h e r e f o r e , that
c o u n t r i e s w h i c h are r e c o n s t i t u t i n g t h e m s e l v e s
f o r a n e w f u t u r e in t h e n e w m i l l e n n i u m n e e d
t o v i e w w i t h s u s p i c i o n t h e a d v i c e that t h e y

S u c h a p h i l o s o p h y o r i g i n a l l y i n f o r m e d at
least o n e m o d e r n c o n s t i t u t i o n , that o f t h e

o u g h t t o a d o p t t h e W e s t ' s v e r s i o n o f the r u l e o f
law.

U S A . T h e Articles of Confederation (1777),
A r t i c l e V I I I , stated t h a t " a c o m m o n

treas-

ury...shall b e s u p p l i e d b y t h e several states, in
p r o p o r t i o n t o t h e v a l u e o f all land w i t h i n e a c h
state..."

Sources
A.V. Dicey, Introduction to the Study of the Law of
the Constitution (1885), and Law & Public Opinion
in England (1917), London: Macmillan.

Land & Liberty

Spring

1999

The Rule of Reason
& Geodemocracy
•

•

Analysis by

Robert Ilson

Thomas Aquinas (1225-74) performed a great

17.000 ot them under the guillotine, shocked

were so insecure, one might almost say so

service to the law by putting the immense

Europe, caused a suppression of radical

completely non-existent, as at the height of the

weight of his authority behind Natural Law,

thought, and many in the professional classes

belief in which continued up to the end of the

abandoned religion. Constitutional historian

French Revolution."
•

The idea of natural law withered throughout

18th century. This encouraged kings to aim at

Albert Dicey was to write: "The Constitution ol

the 19th century. In the Church, Traditionalism

justice to the extent their education would

1791 proclaimed liberty of conscience, liberty

denied that natural law can be known by

allow, and led to what historians call the Age

of the press, the right of public meeting, the

unaided human reason, while Rationalism

of Enlightenment.

responsibility of government officials. But there

denied its dependence on God as the author of

Then came the Rule of Reason in France. The

never was a period in the recorded annals of

nature. Its very existence is denied by many

Terror caused the death ol 40.000 Frenchmen,

mankind when each and all ot these rights

modern philosophers.

T

HREE of the defining slogans of the modern world were embedded in the tripartite motto of the French Revolution: Liberty.
Equality, Fraternity. Though Mao Tse-tung is said to have pointed out that it was still too soon to assess the Revolution's effect, the
surprisingly tepid celebrations in France of its bicentenary in 1989 suggest that there is some doubt as to whether its three objectives have been
realised.
Since the Revolution much blood has been shed to defend and attack
its three goals; much ink has been spilt in their discussion. The attractiveness of these slogans is nowadays rarely denied; but their
practicability, and their compatibility, often are. In particular, liberty and
equality are held to be in conflict: if people are free, then they will perform unequally well. In response, it has been asserted that equality
means 'equality of opportunity', rather than 'equality of outcome'. As
for fraternity, it tends to be lost sight of in the debate over liberty and
equality.

•

C

AN GEODEMOCRACY contribute
to
this
debate?
Geodemocracy (also known as
Georgism, The Single Tax, Land Value
Taxation, etc.) is a system in which public finance is based on the collection of
unearned increment rather than (as at
present) on the taxation of value added.
Unearned increment is the increase in the
value of land (and natural resources) due
to the activity of society as a whole but
appropriated by the landowner. It is
indeed unearned by the landowner but
earned by society, to which it rightfully
belongs. Value added is the increase in the
value of goods or services due the application to them of the labour or capital of
an identifiable individual or group.
(Unearned increment is thus actually the
value added to land and natural resources
by society.) Geodemocracy makes possible Progress without Poverty; and the
abolition of involuntary poverty is perhaps a necessary condition for the realisation of the hopes expressed in
the slogan Liberty, Equality and Fraternity.
Citizens of a geodemocratic society would be at liberty to enjoy all
the fruits of their individual labour (wages) or collective labour (the
interest on their capital). Of course, these fruits would still be to some
extent distributed unequally, depending on what people were willing to
pay. Even in a geodemocracy, Andrew Lloyd Webber might be richer
than Harrison Birtwhistle.
Yet at the same time the equality of everyone in a geodemocracy
would be recognised substantively in at least two ways.
• Everyone would have equal access, if not to land and natural
resources as such, then at least to their value, which would be the
source of public revenue collected for the benefit of all.
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Everyone would eventually be entitled to an equal Geodemocratic
Dividend through the following chain of development. As technology progressed whilst poverty diminished, the state would come to
require less financial support rather than more. Less coercion would
be needed in a society felt to be fair, and less welfare provision
would be needed in a society of universal real prosperity. (Aneurin
Bevan was right to believe that the National Health Service could in
time become less expensive to run - but only if it were part of a genuinely just society!) In such circumstances, an increasing proportion
of the increasing unearned increment actually earned, and at last collected, by society could be returned to each citizen as a
Geodemocratic Dividend (also called a Guaranteed Basic Income).
Since it is almost impossible to calculate the contribution of any specific individual to this unearned increment, the fairest as well as the
easiest way to apportion the Geodemocratic Dividend is to distribute
it equally to everyone. So at any given
time
in
any
given
place
the
Geodemocratic Dividend of Lord LloydWebber, you and me would be the same.

W

HAT IS fraternity? It is a way
of being together based on
feelings of mutual respect and
affection. Fraternity arises from the conscious recognition of the underlying
geodemocratic principle.
Land and natural resources are created
by no one, but their value is created by
everyone. The value of a piece of land is
enhanced not only by those who provide
it with roads, buses, gas, electricity and
water, but also by those who live in its
vicinity and consume the goods and services produced on or from it, and by their
mere presence make it more pleasant to
live on or near.

Sartre and Malthus may have believed
that hell is other people, but for geodemocrats, people are part of the solution,
not part of the problem. All the world's
religions may agree that this is so, but for geodemocracy it is not an
abstract moral principle but a concrete economic one: the basis of public finance. In a geodemocracy, people passing each other will doff their
hats in recognition of each other's contribution to the socially created
value of land and natural resources that is the basis of the prosperity they
all share.
So geodemocracy puts flesh and bones on the abstract notions of
Liberty, Equality and Fraternity, and gives to each a substantive reality
in the very foundation of the new and better society it enables to exist.
•

The author is an Honorary Research Fellow of University College,
London, and was the Founding Editor of The International Journal of
Lexicography (Oxford University Press).

LAND VALUES: Ireland

Mystery of the missing land data
locations where people wanted to live. "Data are not available which
HAT has happened to the Irish economy? Good times were
could indicate the impact of this on the trend in profitability in the home
enjoyed in the last three years of boom, but will they continbuilding industry, or for that matter, on what that trend is."
ue? The Dublin government could have as much as £10
billion to spare over the next three years when receipts from privatisaHE POLITICIANS were evidently uneasy about escalating
tion are taken into account.
prices, and the Minister for Housing called for the second report.
Too good to be true? Is the Irish economy really paying its way, or is
Remedial action was required.
it a bubble waiting to burst?
The experts recognised the need to increase the supply of land, but
Irish citizens have certainly enjoyed a free ride on Europe's taxpaythey emphasised the need for more infrastructural investment - which
ers. In the last five years Ireland has received £8 billion from the
(they failed to note) would raise the value of land even further!
European Union in structural funds. While basking in the good news,
That prices were being recognised as the problem is not surprising
the Dublin government was worried about one of the symptoms of sucgiven that rents in Dublin rose by 24% in 1998. The price of apartments
cess - or was it a harbinger of horrors to come? That was the escalating
leapt by 30%, and second hand houses rose by 30%-40%. The consultcost of housing.
ants reported that the usual argument for reducing prices was to reduce
The government commissioned a firm of economic consultants,
land prices. They were worried about such a proposal, even though "If
Peter Bacon & Associates, to analyse house prices. They produced two
such an outcome could indeed be
weighty reports which included
brought
about affordability for
an econometric model which
Second-hand house prices,
first time buyers would be
sought to isolate the influences at
Dublin ( 1 9 6 8 - 9 7 ) : £
improved."
work.*
But a reduction in prices
Unfortunately, one piece of
100000
would "risk creating a negative
the puzzle was missing. The first
equity problem for many house
report admitted: "In practice, it is
80000
purchasers and most new house
hard to pin down all the cost facpurchasers over the past two years
tors
econometrically.
In
or so". The likelihood was that
particular, no time series of resi60000
this would create a greater probdential land prices are available".
lem than the one that would be
Undeterred, the consultants built
resolved.
their model which they then sent
The consultants were worried
out for assessment by experts and
that declining prices would trigger
interested parties in the construca "spill-over into wider economic
tion industry. What did they
recession". As a result, their policy
make of the model?
prescriptions are necessarily susThe builders
were
not
pect. Their primary concern was to
impressed. One question asked
avoid what had happened in the
whether the results explained
UK in the late 1980s, where a housing boom was followed by the receshouse completions in relation to the "forces driving house completions".
sion of 1992. "Therefore, it is not considered that an attempt at engineering
The builders replied: "Without the inclusion of land supply and the cost
a broad reduction in new house prices should be contemplated."
of building land the equation seems of limited value".
So the Minister for Housing was encouraged to believe that the aim
On whether there were other statistically measurable variables that
should be to achieve stability, by a greater spending on infrastructure
ought to have been included in the house price equation, there was unanand new financial arrangements to help first time buyers. One strategy
imous agreement among the planners, estate agents, mortgage lenders
would be to double the number of units built on each acre.
and builders that the cost and availability of land ought to have been
The experts failed to analyse how their proposals would help to furincluded.
ther stoke up the price of land. Nor did they offer a macro-economic
The model claimed to explain 89% of house price variations. The
analysis that alerted the government to the inevitability of a recession in
builders replied that, intuitively, the equation did not afford a satisfactoIreland on the back of the land price boom which no-one could monitor
ry explanation. One builder said the model failed to explain how a 3%
because the data was not available.
rise in income in 1997 was accompanied by the increase of 20% in
Dublin house prices.
OVERNMENTS are part of the housing problem, but this fact
When asked whether the magnitude of any of the estimated coeffidoes not feature in the Irish studies. The way governments use
cients caused surprise, one builder said: "Without taking account of
fiscal policy tends to defeat their intentions by making homes
supply of land the supply equation is of limited value".
more expensive. Take, for example, what happened in Ireland in 1977.
The consultants were not embarrassed by the consistent criticism
First-time buyers were given a grant (which now stands at £3,000)
concerning the failure to factor in the cost of land. Evidence had been
which was supposed to reduce the cost of acquiring homes. Instead,
received from the Irish Home Builders Association which demonstrated
report the Dublin consultants, "It is accepted widely that the impact of
that land costs represented an increasing proportion of the housing costs.
this grant has been reduced, over time, as it has been capitalised in the
But was the absence of data really an analytical problem? The experts
prices of houses catering to this segment of the market".
were not convinced.
Taxpayers' money, instead of making houses affordable for families,
For, from an economic point of view, they insisted that "A key issue
ends
up in the pockets of landowners. But governments escape indictis the direction of causation between land prices and house prices". Was
ment for employing perverse policies because the evidence is missing
it the supply and demand for housing that was raising land prices, or
from the records...
were higher land prices pushing up housing costs? On a balance of prob-

W

T

G

ability, said the experts, the former explanation was probably correct.
The contention that land costs were a rising proportion of total housing
costs could reflect the relative inelastic supply of serviced land in the

*

Peter Bacon & Associates, An Economic Assessment of Recent House Price
Developments, April 1998; The Housing Market: An Economic Review and
Assessment, Dublin, March 1999.
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Edinburgh • Federalism

How to finance a new
Scottish politics
•

James Robertson

•

Chris Huhne

•

Ben Howells

THE GEORGE Intercontinental Hotel was the aptly named venue for a double

premises, but still favours local income tax in the non-commercial sector.

seminar on March 5 entitled "Funding Multi-Layer Democracy", writes John

The Scottish Parliament, he noted, will have the power to restructure local

Digney. The joint organisers were Land Reform Scotland and the Henry George

taxation and could increase the proportion of locally raised revenue.

Foundation. Despite being tied into the Liberal Democrat Federal Spring
Conference, the event had a cross-party and even intercontinental flavour.

The practicality of introducing LVT and the experience overseas of doing
so were the main themes pursued by the remaining speakers. Chairing the

"How Land Reform Can Fund Scotland" was chaired by Rob Gibson, the

afternoon session, 'A Fair Fund For Federalism', former Guardian economics

SNP's Land Reform Adviser and a persuasive advocate of land-value taxa-

editor and prospective Euro parliament candidate Chris Huhne (a Lib-Dem)

tion. He deplored the way that LVT has been misunderstood in Scotland and

emphasised the present-day relevance of LVT. He cited Hong-Kong, which

misrepresented by some as nationalisation.

has the lowest rate of income tax in the world and greater level of income

Andy Wightman, the author of How Scotland is Owned (1998), summarised the background to the current land reform debate. In his inimitably
entertaining style, he drew attention to the appallingly concentrated pattern

per head than the UK, thanks to its reliance on land rents as a major source
of public revenue.
Of great interest was the contribution by Ben Howells of Allentown,

of land ownership, but warned of the inadequacy of the Scottish Office's pro-

Pennsylvania, who

posals to facilitate wider community ownership. He condemned the concept

Allentown operates a two-rate property tax, one rate for land and one for

offered first-hand

experience

of

introducing

LVT.

of "outright ownership" favoured by the Scottish Office as a replacement for

improvements. The land rate was adjusted upwards until 50% of the rev-

feudalism, arguing that this would be "giving Scotland away".

enue was raised from each. A crucial factor in gaining public support was

My contribution was to present the case for LVT and to contrast its

the fact that 82% of properties in the city would pay less under such a pol-

effects with other forms of taxation. This theme was developed by other

icy. A building boom and fall in unemployment have been among the most

speakers, notably in a presentation entitled The Devil's Taxes by James

conspicuous results.

Robertson, author of the Schumacher Society study Transforming Economic
Life (1998).

Convincing the public of the desirability of LVT was the theme of the concluding presentation by Tony Vickers, Chief Executive of the Henry George

Dr. Eleanor Scott, of the Scottish Green Party, pointed out that income

Foundation of GB. He quoted examples from across the globe of the suc-

tax had only been introduced in 1799 as a means of funding the Napoleonic

cess of the tax in one form or another and of its popularity once introduced.

Wars but had stuck with us ever since. She reminded us that the Scottish

Public disillusionment with other taxes ought to provide a foothold for its

Green Party is unique in having consistently advocated LVT.

introduction, but not overnight. He warned against selling the idea of the

Donald Gorrie, Liberal-Democrat MP for Edinburgh West, reinforced the

"single tax", and his suggestion for site-value rating initially as a replacement

point that few MPs understand LVT and perceive it as a tax on rural activi-

for the uniform business rate echoed the idea of Donald Gorrie. LVT could

ties. By contrast, he sees a role for site-value rating on commercial

then gain a progressively higher profile as public confidence in it grew.

Lairds clash over value of their land
SCOTLAND'S lairds are
not unanimous on the
virtues

of

high

land

Aberdeen • Collateral

was

the

debate

about the need for
a land tax in the

prices. The question of

selling value higher than zero".

urban

whether land ought to

Dr. Pickard, a former Leeds University lec-

warned

have a tradable value

turer, argues that the rural community would be

land tax would be a

arises

the

better off if public revenue was based on the

disincentive

groundswell of interest in the proposal for a tax

rents people were willing to pay for the occupa-

investment in land.

on the rental income of land.

from

area?

He

that

the
to

tion and use of land. This revenue would enable

The SLF convener questioned the long-term

A clash of opinions surfaced at a symposium

government to abolish taxes on earned incomes

financial implications of the land tax, particular-

sponsored by the Royal Society of Edinburgh at

such as wages and the profits from capital

ly emphasising what he claimed would be the

the University of Aberdeen on April 27. The

improvements on the land, which would simul-

impact on investment, and asking who would

theme was land reform.

taneously

pay the costs of the policy.

E l ON THE LEFT was Dr. Duncan Pickard who

resolve problems like the shortage of housing.

benefit the

urban

population

and

These questions are central to the issue

owns 600 acres and rents an additional 300

m ON THE RIGHT was Mr. Andrew Dingwall-

acres in Fife. He boldly declared: "The only

Fordyce, who owns the 2,340-acre Brucklay

that has been dropped into the laps of the

of land reform, the political "hot

potato"

people who benefit from high land prices are

estate in Aberdeenshire. He is convenor of

newly-elected

farmers who wish to sell, banks that want

the

He

Parliament. They will have to determine the
extent of reforms as part of their wish to

Scottish

Landowners'

Federation.

Scottish

Members

high asset values against which to secure

urged that land reform should not be guided

their loans, and estate agents who want

by "envy or revenge". He attacked the pro-

improve

commissions. There is no reason, in my

posal for a land tax as one that did not

environment,

book, why agricultural land should have a

necessarily reflect ability to pay. And where

reforming the structure of public finance.
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the

fabric

of

culture

Scotland's
and

of

natural

economy

by

Power to

ANALYSIS by Peter Gibb, Rog<

iHE

PEOPLE

o f u n e a r n e d r i c h e s f o r t h e l a n d o w n e r s w h o f o r g e d t h e 1707 u n i o n

of

Scotland

against the interests o f t h e p e o p l e .

T!

elected a new

w o n 35 seats, failed to s e c u r e a m a n d a t e f o r i n d e p e n d e n c e . T h e y c a m -

6, but w i l l it f o r g e a

p a i g n e d o n a p r o m i s e not t o a d o p t L a b o u r , s p l a n to cut i n c o m e tax b y

n e w social
for

the

on

contract

benefit

of

In

1707,

the

their

H O W it is raised.

who

F o r t a x e s o n earned i n c o m e s d a m a g e incentives to w o r k , save and

parlia-

invest. R e v e n u e from the rent of land is neutral: it literally liberates p e o -

Scottish lairds
voted

l p - they offered "a penny for Scotland". That penny-pinching policy
w a s r e j e c t e d . T h e S N P h a d failed t o c a m p a i g n o n the issue that m a t tered: w h a t ' s i m p o r t a n t is n o t h o w M U C H p u b l i c r e v e n u e is raised, but

every citizen?
Andy Wightman

Taxation w a s t h e m a i n election issue. T h e Scottish N a t i o n a l i s t s , w h o

May

parliament

in

ple. To h e a r that m e s s a g e , voters had to g o to the periphery o f the election

W e s t m i n s t e r . T h i s t i m e , an i n t e n s e spotlight w i l l e x p o s e e v e r y act b y

and listen to a c a d e m i c s like A b e r d e e n ' s P r o f e s s o r John B r y d e n . A s an

p o l i t i c i a n s w h o c l a i m to b e r e n e w i n g t h e c u l t u r e o f S c o t l a n d .

assessor t o t h e Scottish O f f i c e , s L a n d R e f o r m Policy G r o u p , h e noted t h e

ment

out o f e x i s t e n c e

lined t h e i r p o c k e t s w h e n

they arrived

L a b o u r , w h o s e 5 6 seats f a i l e d t o s e c u r e a w o r k i n g m a j o r i t y , w a s

c o n s e n s u s a m o n g the political parties o n land r e f o r m w a s built o n tepid

f o r c e d to c o n s t r u c t a coalition. W i l l t h e y b u i l d a d e m o c r a t i c c o n s e n s u s

proposals. H e says absence o f a c o m m i t m e n t to land taxation e x p o s e s a

in w h i c h p r i v i l e g e d a n d u n e q u a l a c c e s s t o p o w e r is a t h i n g o f t h e p a s t ?

g a p in policy w h i c h should b e r e - e x a m i n e d b y the n e w Parliament: talk

T h e l i t m u s test will b e land r e f o r m . E v e r y p a r t y e x c e p t t h e Tories

of e m p o w e r i n g p e o p l e w a s rhetorical if not b a c k e d with practical policies.

p r o c l a i m e d t h e n e e d f o r land r e f o r m , but their p r o p o s a l s w e r e n e b u l o u s .

" T h i s is w h e r e the land tax c o m e s in. W e h a d one in the 18th century. T h i s

T h e k e y issue is t h e t a x a t i o n o f t h e rental i n c o m e f r o m land: t h e s o u r c e

is not s o m e t h i n g that is particularly radical, historically."

Freedom: battle over the terms of engagement
HOLLYWOOD star Mel Gibson could not have dreamt that his movie

didn't come here to fight so they could own more lands, then I'd have to

Braveheart would mobilise Scotsmen behind the nationalists' call for inde-

work for them".

pendence. But thanks to the patriotic fervour aroused by the movie, the SNP

But Wallace, his claymore (the two-edged broadsword) at the ready,
roused the passions of the peasants to fight for freedom, which they

shot ahead in the opinion polls.
The fervour waned as people went to vote on May 6. But the Scottish

did.

Nationalists should not write off the movie: they would do well to

Longshanks failed to buy Wallace with lands, title and gold. But

deconstruct the script, to mine the gems of wisdom buried in the myth.

the lure of riches compromised Robert the Bruce - according to

There may be lessons there for the SNP's long-term ambition - shap-

the movie version - who, after his betrayal of Wallace, said bitter-

ing the future of their land in favour of the people of Scotland.

ly: "Lands, titles, men, power, nothing. I have nothing. Men fight for

The film tells the story of William Wallace, who didn't
think

the

King

of

England,

known

as Edward

me because if they don't I throw them off my land and I
starve their wives and

the

children".

Longshanks, should dominate Scotsmen so that he could
bequeath a larger territory

to

his offspring.

Scotsmen

But

wanted freedom for everyone. But while he bequeathed

dynastic strength. He wanted to impress
the

French.

Acquiring

control

deeds of heroism to Scotland, he failed to identify the

over

true source of people's freedom. He viewed the conflict

Scotland was his strategy, and his tactics
for buying the loyalty of the nobles who

fought

alongside Wallace because he

Longshanks needed Scotland to demonstrate

in terms of territorial domination by a foreign army. But

i

i

headed the clans was fatal to the inter-

for the lairds who betrayed the people of Scotland

ests of Scotsmen.

through the ages, it wasn't the lands they were after. It
was the rent: the net income from land which would

"Nobles are the key to the door of

buy them the life of leisure and privilege in the court

Scotland. Grant our nobles lands in the
North, give their nobles estates here in

••

England and make them too greedy to

i

oppose us".

.

Longshanks targeted the Council of

S%

*t
'

of the kings of England.

if'.."*.

'

\ >

1

F

Braveheart concludes by referring to the battle of

* A

Bannockburn in 1314. The voice-over tells the

' f

audience that the rout of the English by a

Scottish nobles. The lairds, according to

Scottish army had won freedom for Scotland.

the Twentieth Century Fox version of his-

Wrong. The enemy was still within, collect-

tory,

were

more

interested

in

their

ing

the

rents

which

they

were

not

privileges than the prosperity of their

spending on the culture of the clansmen;

clansmen. This was evident to the peas-

rents which would strengthen those

ants

who

lined

up

to

oppose

invading English. One of them says: "I

10

noble men until, one day, they would

the

have the power to
The statue of William Wallace dominates part of the Aberdeen landscape.
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le People?
Sandilands
C n n H i l i n r l c and
a n H Fred
P r o H Harrison
H ' l r r i t n n

For Labour, Lord Sewel, then Minister of State in the Scottish
Office, reaffirmed their commitment to a serious study of the impact of
land value taxation. He said: "Land taxation and the position of sporting
estates and the fiscal system, all these require further work which will
be done and may lead to legislative proposals."
But the issue of justice in property rights and public finance was left
to the Greens. A core manifesto pledge was "priority to a land value tax
to replace Council Tax." Their policy document explained: "Land value
taxation [is] one of the basic foundations of the new Green society. The
Green Party recognises that land reform is as much an issue for urban
land as for rural areas." With the introduction of proportional representation to the electoral system, the Greens secured one seat in Holyrood
through Robin Harper.
The Conservatives were the lone voice opposing reform. Their manifesto declared: "We oppose any attempts to introduce land taxation"
.....
.
HE LONE voice of the
Greens may still be loud. For
the political composition of
the new Parliament will not, by
itself, determine the legislative
agenda. The new politics aims to
return power to the people.
Labour now relies on support
from the Liberal-Democrats, who secured 17 seats. They have a long
tradition in favour of land-taxation, and should be receptive to voices
outside Holyrood. Parliament will have to engage with important new
civic institutions in the renewal of Scottish society. How will this new
politics work?
Last autumn the Scottish Land Reform Convention was established.
The four founding partners are local government (COSLA), the trades
unions (STUC), the churches (ACTS) and the voluntary sector (SCVO).
Participants include World Wildlife Fund, the Crofters, Union, Shelter,
and Land Reform Scotland. The Convention will act as a civic gateway
to parliament, giving the public access to - and influence over - the legislative process. It is a model for other forums currently being
developed, including the Poverty Forum and the Scottish Civic Forum.
At stake is the distribution of power, as emphasised by land reformer

T

Andy Wightman, a
director of the John
Muir Trust that owns
40,000 acres. "Land
is power", he says,
"and land reform is
about
changing
where
power
is
derived, distributed
Lord Sewel
and exercised. We
have a land tenure
system which involves property rights but no legal responsibility. We
also have the most concentrated pattern of land ownership of any developed country."
The 1872 census revealed that 50% of privately owned land in
Scotland was held by 100 owners. In

We will still enjoy a more concentrated
land ownership than countries like
Brazil. Is this an acceptable division of
power? If not, what is Parliament going
to do about it?"

1970 the number had risen to 313.

Today il is 343 At that rate says
Wightman, the number would be 494
at the end of the next century. He
says: "We will still enjoy a more concentrated
land Brazil.
ownership
countries like
Is this than
an

acceptable division of power? If not,
what is Parliament going to do about it?"
Wightman attacked the caution of the political parties who see land
reform mainly in terms of piecemeal community buyouts in remote rural
areas. This is a palliative "based on a flawed analysis of the problem"
that legitimises the existing power structure. "How can you have community involvement if you are not going to change ownership?"
Wightman is Specialist Adviser to the Land Reform Convention. He
said: "Parliament should at an early stage commit itself to the principle,
if not the introduction of land value taxation. The inequality in the pattern of land ownership has allowed those in possession to profit from the
endeavours of the rest of society". This "has promoted booms and busts
and land speculation. Taxation of the annualised rent would lead to the
socially just and efficient society, while reducing the call on private
labour to support public spending."

The Milking of the Scots, 1707-style
THE ART of shortchanging the peo-

commissioners agreed that the land

the

ple of Scotland originated, as a

tax in Scotland should be less than

system.

political process, with the Act of

a fortieth of that contributed by

Union (1707).

England, they were certainly strain-

cally

disrupted,

ing a point in favour of the poorer

men

into

country".

needed to expand the empire.

Union was supposed to "establish equality
British

of taxation

parliament".

by the
Instead,

By reducing the tax, England

English aristocratic

value

dissatisfaction

from

1707 to 1760 were at bottom

(2) Scots families were systemati-

•

popular

the

transforming
cannon-fodder

Before the Union, the Scottish

caused

by

complaints

in

Scotland with regard to taxation".*
Discontent was inevitable For
the reciprocal of undercharging the

Scottish landowners were enriched

raised the stream of rents going

parliament

their

lairds for the land they occupied

and the peasants were impover-

into the private pockets of the

king "live of his own" - defray

was taxation on people's earned

ished.
How was this

lairds. This increase was
executed?

insisted that

capi-

public expenses out of rents

incomes. This impoverished them,

talised into higher saleable land

from the lands he occupied. So

displacing them to the four corners

values.

people kept what they earned,

of the world as refugees or sol-

source of public revenue - was set

Why the discrimination

against

except where they were forced

diers-of-fortune.

at an artificially low rate (see Sec. 1,

working Scotsmen who,

together,

to pay for the private indul-

Articles VI-XV, XVIII, of the Act).

generated the rents?

The Land Tax -

the principal

One historian noted: "Great as was

The English monarchy derived

the inequality of the value of land in

two benefits:

the two countries, when the English

(1) Lairds were locked deeper into
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•

gences of their lairds out of

* A.V. Dicey and R.S. Rait, Thoughts

socially-created land-rent.

on the Union between England and

After the Union, "the most seri-

Scotland, London: Macmillan, 1920,

ous and widespread causes of

p.285.

Economic Intelligence: WORLD BANK

The whole truth is not on agenda
of the 'Knowledge Bank'

J

OSEPH

E.

people to draw on his scholarly writings as an
oblique way of hearing what the chief economist has to say on issues like public finance.

regulators failed to halt it".
In Korea, the problem was not with "the
government misdirected credit - the fact the
current turmoil was precipitated by loans by so
many US, European and Japanese banks suggest that market entities may also have
seriously misdirected credit. Instead the problem was the government's lack of action..."

STIGLITZ
has received
HE WITHERING attack on "the
accolades galore
Washington consensus" had raised the
for his cuttinghopes of critics of the Bank and the
edge economic
IMF. These two institutions have a lock on
analysis that was
global financial policies. Governments that
to take him to the
borrow money have to relinquish sovereign
ECKLESS credit wrecked Asia. Data
White House as
control to Washington. Critics claim these
in the table below illustrates how South
chief economic
policies exact an unacceptable price in unemKorea in the 1980s was escalating
advisor
to
ployment and poverty.
towards the big fall of the 1990s because
President Bill Clinton.
money was being systematically shifted into
Dr. Stiglitz convincingly showed that
He is now chief economist and Senior
land speculation. Family budgets were
Washington policies were "not complete, and
Vice-President of the World Bank, which
squeezed by the cost of housing, the supply
they are sometimes misguided". Good ecoproudly claims to be "a Knowledge Bank". Its
and price of which was distorted by the quest
nomic performance, according to this wisdom,
international corps of top-notch economists
for unearned capital gains in the land market.
required liberalized trade, macroeconomic stahold Stiglitz in awe. He is their guru.
bility, and "getting prices right": Problems
Dr Stiglitz could read the true meaning into
But guru status did not save him from a
arose when government intervened in the marthese numbers, but for his current views we
dressing down on the diplomatic limits to
kets. The solution was for government to "get
have to interpolate what he would say in an
knowledge. Sources inside the World Bank
out of the way". Private markets could then
interview, drawing on his academic writings.
have revealed to Land <£ Liberty that Dr
allocate resources efficiently and generate
In testing the insights offered by 19th cenStiglitz has been "carpeted" for spilling the
robust growth.
tury American social reformer Henry George,
beans on the defects in "the Washington conProf. Stiglitz concluded that the efficient way
Fly in the ointment: the "miracle" of the
sensus", and in particular his attacks on the
to pay for public services was by drawing revAsian "tigers". Some of their key policies conflaws in the financial philosophy of the sister
enue from the rent of land. He gave a name to
tradicted the Washington consensus. Yet they
organisation, the International Monetary Fund.
his findings: "the Henry George theorem".(2)
"had somehow managed the most successful
The Bank's President, James Wolfensohn, has
The macro-economic implications of optidevelopment in history", Dr. Stiglitz awkon several occasions cautioned his Vice
mum financial policies was
President against making embarrassing public
not lost on Dr Stiglitz. If
SOUTH KOREA: economic indicators (1975 = 100)
statements.
government drew its revenue
Increase
1985
1988
1983
1975
1980
The result, according to
from land-rent to pay for
X8.4
533
839
328
440
Land Price
100
World Bank insiders, is that Prof.
public goods, land speculaStiglitz is now cautious about
X4.7
97
466
100
355
328
House Price
tors would be deprived of
making
public
statements.
287
X2.9
204
100
142
178
National income
capital gains. Their money
"There is a clamp on what Joe
would have to go into investX2.9
284
289
293
100
225
Wholesale price
can really do now in public," the
ments
that
raised
source told Land & Liberty. For
productivity and created
SOURCE: The Losses of Nations (ed: Fred Harrison), Othila Press, London, 1 9 9 8 , p.xxi.
example, said the source, "He is
jobs. No land speculation, no
certainly sympathetic with the
Asian crisis!
wardly pointed out.
idea of refocusing Russian taxaMoral from the Stiglitz reading of the ecoThe financial crisis that struck Thailand in
tion on to natural resources and land, and
nomic story: the problem in Asia was not too
June 1997 was a god-send. The ideologues
giving business and enterprise a break, but this
much government interference in the markets,
condemned the "misguided economic poliis not something he can run through the whole
but the wrong
kind of interference.
cies" of the tigers. But, countered Dr Stiglitz,
machinery of the Bank right now. It would just
Governments that want to avoid booms-and"they overlook the successes of the past three
add gasoline to the fire if he was to do somebusts need to treat publicly-created land-rent
decades, to which the government, despite
thing official as the World Bank chief
as public revenue. That would enable them to
occasional mistakes, has certainly coneconomist in the Duma" (Russia's parliament).
untax people's wages and savings, the "secret"
tributed".
Professor Stiglitz shoots from the hip.
to long-run equilibrium - the holy grail that
Comments such as the following have not
eludes the industrial economies. But it is
HAT REALLY went wrong in Asia?
endeared him to the ideologues who shape
knowledge that Dr. Stiglitz cannot disseminate
Dr Stiglitz, a master of the economglobal economic policy: "If someone says a
out of the Knowledge Bank because it exposics of public finance, could not
reform plan has been successful because it has
es the flaw in the Washington consensus.
share the triumphant relief of western nations
stabilised the exchange rate, I would say he's
that were losing the war for the wallets of the
looking at the wrong indicator because people
1 J. Stiglitz, "More Instruments and Broader Goals
world's consumers. Nor did he think much of
don't eat foreign exchange".
Moving
toward
the
Post-Washington
the despatch of western government emisConsensus", World Institute for Development
The problem began when Dr. Stiglitz
saries to Bangkok, Seoul and Manila to preach
Economics Research, The U N University,
launched on a critique of Washington wisdom
the need for less government and more finanHelsinki, Jan. 1998.
in a lecture at the United Nations University in
cial "prudence and transparency".
2 J. Stiglitz, "The Theory of Local Public Goods",
Helsinki. That was in January last year.(l) He
He was to note: "In Thailand the problem
in The Economics of Pubic Services (eds: M.S.
then issued further public statements before
Feldstein and R.P. Inman), London: Macmillan,
was not that the government directed investstepping beyond the acceptable limits. He was
1977.
ments into real estate; it was that government
called into Wolfensohn's office.
Land & Liberty Spring 1999
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ICQ-TAXES
THE WONDERLAND WAY TO
HALT ABUSE OF NATURE?

L

AND is the unbeatable source of public
licenses issued must be limited to stay within
revenue because it is both ready-made
given bounds, greater demand will make the
and bound to gain value as the populaprice go up in any case, as the price of land
tion grows. That, Henry George reminded us,
does.
means people don't have to part with earnings
Recognizing that the charge for using land
to finance governance.
is not a tax or rent but a license to use the land
Yet those who understand this truth have
means recognizing responsibilities and limitaalways had trouble over what to call the revtions that would go with acquiring the license
enue. George called it a tax, but "tax"
because they would go with the land itself,
normally means earnings that people DO
whether urban or rural. The amount of land,
have to part with to finance governance.
though limited, can't be exhausted, but its
Using "rent" never really caught on, since
quality easily can, and therefore, restrictive
"rent" already means payment to land-owncovenants (for example on mining and logers. So people who believe in paying for
ging) would be a natural consequence of
social costs through collecting the increase
licensing land use. Because appreciation in the
in land's value settled for Land (or Site)
value of land produces more revenue, motivaValue Taxation.
licensing that apportions limited use, a
tion to protect the environment would be
Because the real nature of the revenue
privilege normally granted to the highest
powerful, the more so the more control is
from land has not been understood as stembidders.
exercised by the community of people that
ming from land's limited supply, which has
Even where there is a set price, as for fishlives in that locality. Controlling land use
nothing to do with taxation, land revenue has
ing or driver's licenses, there is always some
would be its means of making sure above all
appeared incidental to revenue from limited
use limitation in view of the limits of the
that the resource base of revenue endures. In a
resources, rather than the major instance of it.
physical world, and that limitation is set first
word, licensing land-use would be a direct
With wisely apportioning limited resources
before the determination of price. Taxing sets
means of making land-use sustainable.
now a top priority worldwide, we need a closthe price only. However, where the number of
er, more demanding
AND-REVlook at land revenue's
ENUERS
ecological relevance.
and
ecoIt is not what a numpoliticians looking
RENOWNED ecologist Edward Goldsmith, in casting around for funds to combat climate warming
ber of land-revenuers
for a source of revthe frightening theme to which the latest issue of the Ecologist is devoted - has completely
and
eco-politicians
enue for a basic
omitted revenue from the rent of land. This is an uncomfortable reminder that the preoccupation
say it is.
income want to

Mary Lehmann argues the
case for eco-licenses

THE WAKE-UP CALL

with eco-taxation is foreclosing on the prospects of environmentalists advocating the windfall

I

F CLARITY

in

l a n g u a g e

requires keeping
the ordinary meaning of words, then
"tax" is a ruler's or
government's
take
f r o m earnings or
production,
and
"rent" is payable to
the landlord. With
unnecessary,
conflicting implications
of ownership thus
removed, land can be
deemed simply to
belong to the natural
domain along with
broadcasting
frequencies and fish in
the rivers, not in the
man-made
domain
where rights of ownership
can
be
asserted. In the natural domain, the given
limits
of
natural
resources
require

market value of land as a tool for use-restrictions that protect the environment.
A full comparison of the two revenue sources, eco-taxation and land-use licensing, is vital. Some
key issues can be identified in the form of a short quiz:
•

Do you really want a substantial part of revenues to depend on environmental abuse?

•

Would you rather have revenues coming from the correct use of resources?

•

Do you think that the correct use of our resources, especially land, simply requires control
over corporations, or that ultimately the people most affected by the use should have control?

•

Do you think polluting in excess of sink disposal with devastating long-term health consequences can be solved with a high pollution tax, and how does that differ from a "legal
bribe"?

•

Similarly, If a man causes devastating long-term health consequences by infecting people with
AIDS, do you think the solution is payments of a high "pollution'' tax?

•

What do you think of treating land as the scarce resource that it is and, along with other scarcities like water, licensing it for sustainable use?

•

Which gets more compliance, the power to grant licenses for necessities, or taxing energy

•

Which would be the more reliable source of revenue, which harder for corporations to get

use?
around?
•

If it is harder for corporations to avoid and therefore more resisted because it's more effective, would land-use licensing be your chosen strategy even though it may be more difficult to
achieve, because you have to mobilise the public? Or would you still try to get governments
to curb corporate power with taxes, hoping that for once governments can and will succeed?

In the last Ecologist, Edward Goldsmith explains how decentralized economies are our natural and
only truly sustainable milieu, a thesis he presents fully in his book, The Way. Perhaps land-use
licensing affords a bridge to this stable world before the global one collapses?

Land & Liberty Summer 1999

L

combine forces for
this
worthwhile
purpose, but are
having a hard time
combining the land
tax and the pollution tax (eco-tax)
which they respectively
have
separately promoted.
Some
eco-land-taxers
imply that being
good or bad is sufficient reason for
determining
whether to tax or
not (see their Green
Tax-Shift
page
[http://www.
progress.org/]
where they exhort
us to "tax the bad"
- land speculators,
polluters - and "not
the good" - wages,
and housing).
Turn to page 15 <
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Moscow • Taxation

SCHOLARS BACK
GEOFISCAL
STRATEGY FOR RUSSIA
Dr. Dmitry Lvov

RUSSIA'S

ciate in St Petersburg, Dr Tatyana Roskoshnaya,

equality it is

academi-

Executive Director of the Land & Public Welfare

very difficult

c i a n s

Foundation.

to

backed

the

Their study, drawing on a model developed by

reform of taxation in favour of rent as public rev-

Dr. Tideman

and

his

colleague

Dr.

Florenz

enue in a book published in Moscow in April.

Plassman, calculated how the Russian economy's

Dr. Leonid Abalkin

achieve

social peace
and understanding by all layers of the population".

The 800-page tome explained how Russia

rate of growth would accelerate through the years

could develop in the 21st century. It identified the

to 2020 if taxes were shifted off people's wages

antee secure

pivotal role of rent in the destiny of Russia. The

and savings and onto the rent of land and natu-

transfer rights, providing that the users of land

editor, Dr Dmitry Lvov, argued in his introduction

ral resources.

paid rent for the benefits they received from

that achieving the correct balance between prop-

Dr Lvov, who is now actively canvassing this

erty rights and public finance was the central

policy

challenge faced by his country. He declared:

Primakov's

"The land question is not only a question of

as a member
Council

believes this

strategy

possession

and the ability

to

occupying and using sites.

Premier

"In Russia the land has not yet been divided

Experts,

between private owners. It is important to

of
of

The leasehold system was adequate to guar-

use this

offers the

unique

situation

and solve the problem of

how to provide sustainable revenue for the state

solution to Russia's crisis. The ben-

budget. It is a problem of how to preserve Russia

efits extended beyond economic

property rights for land not

as

prosperity to issues of social jus-

in the interests of a very

a

sustainable

independent

geopolitical

unit...The solution to this problem will to a considerable extent depend upon whether Russian
citizens become aware of their connection with

I M F

tice.
Launching

this

radical tax

small group of people but in
the interests of society. We

•asasffi.s^gj

cannot use western countries

reform, he said, "can be com-

riyTh

as an example. Land relations

this integral public whole, not only from the state

pared with working with bare

and political point of view but, what is more

wires under high voltage". But

important, as an integral territorial, economic,

solutions could be developed

cultural, historic and spiritual space."

to handle the challenge. It

influence of a group of large land-

was

lords."

The book was produced by a multi-discipli-

unacceptable

to

there historically were developed

^ X X / b e k

treat

under conditions of very strong

low...

nary team of Russia's leading academicians. Dr

private property in land as a

Lvov, who is Academician-Secretary of the eco-

sacred cow. Land, he wrote,

temptation

nomics department of the Academy of Sciences,

"is a heritage of society as a

from selling land today to finance

It was important to resist the
of

short-term

gains

put the prospects bluntly when he told a seminar

whole". The refusal to treat rent as public revenue

budgetary commitments. That would

of scholars at the launch of the book that Russia

"is one of the main reasons which brings into life

limit the ability of future governments to develop

had to adopt the "geofiscal system of public

in society social injustice and inequality".

"a system of land use which combines economic

In the book, he referred back to American

efficiency and social justice". During the "reform"

century:

social reformer Henry George, adding: "His active

years of Boris Yeltsin, said Dr Lvov, rent was suf-

Strategic Problems & Prospects of the Russian

follower was the great Russian writer Leo Tolstoy.

ficient to provide each citizen with a national

Economy, was launched at a ceremony chaired

He specially wrote a letter to the czar trying to

dividend. For more than two-thirds of the nation's

by Leonid Abalkin, who was deputy prime minis-

persuade him that revenue from land is given to

income was the rent of natural resources. "This

ter 10 years ago when Mikhail

mankind by God, it is not cre-

reality was well understood by our financial oli-

Gorbachev ran Russia.

ated by people and that is why

garchs. That is why we have had unprecedented

it has to belong to everybody.

privatisation of this revenue.

finance".
The book, The Road to the 21st

Copies are being presented
to

Prime

Primakov,

Minister
all

Bolsheviks managed to develop

Yevgeny

governors

this

of

idea

until

it

became

"The rental income of Russia was more than
enough to cover all basic needs of the country for

regional governments, and to

absurd. They socialised

land

its defence, transformation of industries, science,

President Boris Yeltsin.

but at the same time they alien-

education, culture and health-care. In fact, it was

ated workers from it".

quite possible in principle not to tax labour and

The chapter on the econom-

People's

ics of public finance was written

private

right

to

capital at all, abolish VAT and abolish payroll pay-

of

possess land, and their right to

ments to pension funds, and exclude the majority

authors: Fred Harrison and Dr

an equal share in the rent of

of citizens from income tax."

by

an

international

team

George Miller of the London-

land, had to be protected by the

The geofiscal policy would reduce the costs of

based Centre for Land Policy

constitution. This would be "an

production, raise competitiveness in world mar-

Studies, two US professors of

important addition to the prin-

kets, improve the investment climate and attract

economics

ciple

foreign currency.

(Nic Tideman

and

Mason Gaffney), and their asso-
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Dr. Nic Tideman

of

equality

of

opportunities, and without that
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- Hong Kong • Property Slump
Asia crisis threat to ex-colony's
low tax regime

ECO-LICENSES
Continued from page 13

However, even an amoeba-like capacity to
surround and ingest any object cannot, for true
land revenuers, make digestible a tax that
lacks the Georgist stamp: no one parts with his
earnings, either from capital or labour, to pay
the tax. By e-mail I did question the digestibility of the pollution tax. Some amazing denials
of any problem promptly appeared on my
screen, mostly from fellow Americans. Two
examples:
O Eco-taxes do not fall on the labour and
capital of appropriating either land (with a
fence around one's land) or clean air (with
the polluter's smokestacks).
O Because some labour and capital produce
low pollution, like electric cars, and
because pollution taxes wouldn't exceed
harm done by polluters (however that is
calculated), taxing pollution "doesn't
deserve to be called taxing labour and capital".
Neither example can get around what pollution is: an inescapable product of consuming
energy, which takes labour and capital. Taxing
pollution taxes labour and capital as surely as
the consumption VAT and sales tax do. Does
calling the tax at the gas pump a pollution tax
instead of a sales tax change anything? We
know we're not taxing only the oil in the
ground that nature alone created.
A tax-the-bad policy by itself has severe
difficulties. Noting that governments love to
tax rather than to regulate, the Green Tax-Shift
page concludes: "Within five years, the Green
Tax Shift will be the major focus of all environmental activism". Let us hope not, because
if we tax the bad, we make revenue dependent
upon environmental abuse. This dependence
is justified only if the revenue is then committed to helping this eco-tax to end the abuse,
that is, to end itself. Only in a Wonderland
world could a Cheshire Cat of a tax bent on
disappearing bring about a tax-shift. ("One
needs new bad things to tax", said the Red
Queen to Alice). Then again, the Cat might
linger because revenue-hungry politicians
want the damage to continue. Would we really want to shift from income or sales taxes to
the eco-tax? In a state unpredictably between
disappearing and lingering, taxing environmental damage can't possibly provide the
dependable revenue that licensing land-use
would, certainly not for financing basic
income.
Justice would require
distributing
resource-use licenses, or the proceeds therefrom, equally to every person affected, which
may be what Edward Goldsmith, editor of
The Ecologist, meant by "Of course ecolicenses
are
more
equitable
[than
eco-taxes]", when I asked him what he
thought of both. But any system can be
abused, including licensing.
The World Bank, promoter of fossil fuels
development, plans to broker the sale of cheap
carbon licenses from third world countries to
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PROSPERITY in this former British colony was

But while property prices are recovering, will

driven by a low tax regime that was underwritten

policy remain untouched? Serious discussion is

by a flow of rental income to the government

under

from the sale of land leases. But since last year's

dependence on revenue from land. The recom-

way

around the proposal to

reduce

transfer of the trading centre back to China, the

mendation that a sales tax should be introduced

policy of public revenue from the rent of land

is favoured by the Bank of East Asia as being

has come under threat.

more transparent than the "invisible consumption tax" drawn from property.
There

are

even

calls

for

increases in the rate of income
tax. Such policy proposals are
being fostered by a view that "the
root cause of Hong Kong's problems is its land policy," according
to Sin-ming Shaw (Time,

Feb.

15). He views this economic fact
as offensive, and his evidence
was that "no government elsewhere relies as much on real
estate for its income".
He adds: "It is a myth that
Hong Kong is a low-tax haven, as
•

The bygone building boom of the 1970s

there is a steep implicit tax in the
form of artificially high land prices

Confusion began after the savage drop in prop-

that the government engineers by limiting the

erty prices since the Asian crisis in 1997. Real

amount of land sold to the community. Hong

estate and related activities account for between

Kong's famous fiscal reserves are nothing but

33% and 40% of GDP, and 40% of government

cumulative land-tax revenues".

revenue derives from real estate. So when proper-

The facts are clear about the low level of

ty prices crashed in response to a weakened global

taxes on labour.

trading market, the government lost revenue. One

•

response was a moratorium on the auction of land
sites. Tung Chee-hwa, leader of the former colony,
was criticised as favouring the property barons,

15%.
•

who had suffered a 50% drop in the value of their

Government spending is about 20% of GDP,
half the share taken by most advanced trad-

assets since the peak in 1997.
One result of the moratorium: a chronic

Half the workforce pay no income tax, and
less than 10% pay the top rate of an effective

ing nations.
•

shortage of new apartments.

The territory has accumulated reserves of
US$90 bn on the back of a fiscal policy

The sale of land resumed in April. Three plots

established by Britain 150 years ago.

were purchased at prices that were sharply high-

But passions rather than cool reason are

er than market expectations. The first plot to be

directing the debate on fiscal policy as a result of

auctioned, a residential site, fetched HK$590 mil-

the onset of that rare event in Hong Kong - a

lion (£47 million). The auction results suggested

budget deficit (of HK$50 bn [£4 bn]). The recov-

that developers were banking on a 30-40% rise
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companies of the North who want more
licensing for their own greenhouse emissions.
This destructive policy is typical of the global
economy, whose development projects
Goldsmith rightly considers the environmental problem. What makes the problem
devastating is that governments no longer
control corporations; corporations now control governments, a point Goldsmith
emphasized. Common sense tells us that in
this situation eco-taxing well-heeled corporate
wrong-doing, perhaps indistinguishable from

politicians' accepting a buy-off from corporations, is at best a feel-good substitute ("cop
out" in American slang) for the real antidote,
revenue-producing licensing with conditions
to be met for using land at all. Those conditions, drawn up by an indignant public,
wouldn't just have teeth in them, they'd have
fangs.
•

Whole-system oriented, Mary
Lehmann
believes in and works for "resource-use licensing yielding basic income trade exchange
collateral" ("the rulybitec" to insiders).

THE ARTS: Books
Money, Markets
& the root
of all evil
Mary Rawson
UNEQUAL FREEDOMS:
THE GLOBAL MARKET AS
AN ETHICAL SYSTEM
b y John M c M u r t r y
G a r a m o n d Press

J

OHN McMurtry is a professor of philosophy. Not surprisingly, he approaches the
topic of the Global Market from the
standpoint of ethics. But both the topic and the
method are of such weight, and so many
themes must be worked together, that it is easy
for the reader to get muddled.
It would be simplifying McMurtry's message far too much to crystallize it in the
(abbreviated) saying: "Money is the root of all
evil". Yet he singles out money as the element
which ties the market system together, and he
does attack the market system vigorously.
At one point, McMurtry quotes words
from a passage from Adam Smith which,
McMurtry states, "openly endorse the mass
death of children" through the operation of the
free market. McMurtry then adds, "Surely
only a heinous value system would serenely
justify" such an outcome. Surely it would! But
surely Adam Smith did not and never would
advocate value in the "market" as the overarching principle of social organization.
A great deal of this closely reasoned book
is both thoughtful and convincing. It lays
stress, however, on the interpretation of Adam
Smith by the "marketeers" - those economists
who expound "free market", private enterprise
and democracy as if together they were a god,
an indivisible god.
Having traced the origins of the "free market" theory back to John Locke (1690) and to
Adam Smith (1776), and having found both
Locke and Smith views were grounded in an
"openly moral philosophy", McMurtry looks
at the world around him and asks: "What happened?" If the market system was to bring
mankind a better life, why do we find armaments and "killing fields", malnutrition, the
disappearance of species? We find not life but
death, in so many forms. What can explain
this deeply disturbing situation?
The modern marketplace has all but left
behind the Greek "Agora" with the old practice of open air barter for goods and services.
Even by Diogenes' day, (412?-323 B.C.)
money had come into use. Indeed, the saying
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"The love of money is the mother of all evils"
is attributed to Diogenes. By this, Diogenes
was saying that, to prefer the money measure
of value, as against other values in life, will
get us into a lot of trouble. The warning has
been repeated by poets, philosophers and clergy for centuries since.
But the use of money has made exchange
easy. Money "greases" the wheels of commerce. None of us would want to be without
it. As McMurtry lays it out, money has somehow been transmuted from a grease to a fuel,
driving our society, rather than serving it.
Money has become, without examination,
for almost everyone (including those who
study ethics) the measure of all value. Add to
that the critical failure to distinguish between
wealth and money-demand on wealth.
Latter day "deviations" from the original
theory have also contributed to destructive
policies widely practiced. As McMurtry says,
for 300 years the Locke-Smith formulation of
the free market as a dynamic system "continued as the received doctrine", and even today
as the "ideology of the global economy", but
with "radical changes in meaning." McMurtry
includes as "profound deviations" the use of
econometrics and monetarism. These "profound deviations" from the Locke-Smith
formulation, McMurtry says, have served to
"remove its human content". No wonder that
today's advisors propose economic, social,
and monetary policies which ruin nations!

M

cMurtry claims, furthermore, that
there are "unexposed contradictions" in Locke's
arguments
regarding both money and private property.
The marketeers have been content to leave
these contradictions buried. They have thus
felt able to defend greed, extravagant riches,
and almost all extant evils as acceptable consequences of the market system.
For readers who are less interested in why
things have got into a mess, and more in how
to get out of it, McMurtry's final chapter is
perhaps the most useful. Entitled "The economics of life and death", this describes the
market's mutation towards a means of
destruction and away from the life-supporting
production understood in Smith's Wealth of
Nations. It recognises and accepts the necessity of "the civil commons", which is what a
legitimate government serves and supports,
and yet which is distinct from government. It
calls for a radical change in the rules governing money creation and money transfer;
McMurtry believes this process to be "at the
hidden base of our deepest economic problems".
What is missing, he says, is the social
body's recognition of "the life-invading value
program that disables it....Monetary co-ordinates of value can only judge monetized
sequences of value."
This book is a mighty effort to mobilize the
global civil commons in a vital struggle.

Who pays for the
right to roam?
Geoffrey Lee
A RIGHT TO ROAM
by Marion Shoard
Oxford University Press, £8.99

I

F HENRY George's proposals were implemented, paying rent for the use of your site
would give you exclusive use of this land.
If the public had access, then you would pay
less rent. If it were parkland open freely to all
then you would pay nothing. That seems reasonable. Miss Shoard mentions Henry George
and his impact on Britain but does not develop this aspect of his theories.
The Government proposes to give a statutory right of access to mountain, moor, down
and common land in England and Wales.
Marion Shoard wants a universal right of
access to the whole of the countryside without
compensation to landowners since, she says,
they should never have enjoyed the right to
exclude in the first place.
This is perfectly true and Miss Shoard
gives a well researched history of the roots of
exclusion from the Norman Conquest,
through the Enclosures to the demands of
intensively cultivated farming. But the truth is
that we have lived with land ownership for
many hundreds of years and it cannot easily
be set aside. Indeed, set-aside (no pun intended) is already paid for by the Government.
Although it does seem reasonable to open
mountain, moor, down and common land,
with safeguards and, if necessary, the payment
of a management fee, to the public, it is quite
a different matter to allow access to farm and
woodland. I have farming friends who already
have people driving their cars into fields without permission for picnics and recreation. On
the whole, farmers don't mind this but do take
exception to those who leave their litter
behind or fail to close gates so that cattle stray
onto fields of growing crops or, even worse,
into the roads. Miss Shoard doesn't think this
a problem but then she is a university lecturer
and not a farmer.
She complains that 90% of the woodlands
of Oxfordshire are closed to the public. Do we
have to believe that the 10% that are open are
flooded with walkers desperate for more
woodland? Or that the other 90% are much
different from the 10% already available? I
think not.
My experience is that there is no great
pressure of numbers on the countryside
(except for a few honeypot areas) and anyway
a large proportion of visitors never stray far
beyond the picnic area next to the car park.
The right to roam needs much more debate.
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Theatre
the shameful poverty of his
society.
In The Forest he exposes
the petty concerns of the rich
rural landowning class which
deluded itself with notions of
generosity even as it squeezed
the peasants to maximise their
rents. The Forest was first
staged in 1870, nearly 10 years
after the abolition of serfdom.
The central character, Raisa
Pavlovna Gurmyzhskaya is a
middle-aged landowner with
amorous designs on a younger
man.

•

Frances de la Tour and David Bark-Jones in a scene from

the National's production of The Forest

Theatre as covert
social comment

A

RT can be used in the most deliciously mischievous way, even to challenge
the power of authoritarian governments, writes Sergei Belyakov.
In Russia, the folly of the human ego was
exposed by skillful dramatists who had to
overcome the censorship of the 19th century.
They were able to do so by manipulating the
egos of landowners who considered themselves as the couriers of culture. They
established theatres on their estates to entertain their guests. At the time, theatre was the
art form for the illiterate masses, and some
writers used plays covertly, to disseminate
seditious material under the guise of entertainment.
One such exponent of the white art of
telling the truth was Alexander Nikolayevich
Ostrovsky (1823-86). That he succeeded we
can tell from the fact that, during the Soviet
era, when bourgeois taste was banished from
the cultural scene, his works continued to
exercise influence; and the statue of his brooding figure was allowed to remain outside the
theatre which he established, across the square
from the Bolshoi ballet.
In his works we see how a fertile mind can
use stagecraft rather than Molotov cocktails to
subvert tyranny, by holding up to ridicule the
characters who held power over other people's
lives.
Ostrovsky wrote more than 50 plays. He is
credited with virtually inventing the Russian
national repertory, laying the foundations for
the Moscow Art Theatre. He was the son of a
rich merchant who was ruthless in laying bare
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She was anxious to assure
her friends that "Everything I
own, my worldly possessions,
all my money, belongs to the
poor, doesn't it?"
Ostrovsky captures the
hypocrisy over the ownership
of wealth with telling lines
like: "I'm only looking after it
while I'm here - you and I,
we're only custodians. The
true owners of our wealth are
every poor unfortunate person
who ever walked this earth."

The Forest has just completed a run at London's Royal
National Theatre, with Frances de la Tour
acclaimed for her performance in the role of
the tight fisted landowner. As one critic noted,
de la Tour "captures a fascinating mix of
unearned grandeur, gurgling, girlish infatuation and grasping greed; at times you find
yourself feeling almost sorry for the preposterous old boot, but her implacable meanness

of spirit finally chills the blood".
This was a broth designed to cheat the red
pencil of the censor, but to the newly emancipated peasants on the great estates it was
vitriolic stuff which helped to corrode the traditional deference shown by the serfs to their
landlords.
The script for the National production was
adapted by Alan Ayckbourn. His injection of a
few modern vernacular phrases jarred; I
would have preferred a more faithful rendition
of the original, but nonetheless in the hands of
talented comedy actors like Michael Williams
and Windsor Davies the mischievous intentions of the playwright are brilliantly deployed
to convey a sense of the corrupting fabric of
rural Russia in the days when the whim of a
frustrated spinster could exercise a life-ordeath fate over people who were locked into
her orbit of influence - the boundaries of her
estate.

•

Alexander N. Ostrovsky

The Justice of the Peace
Hilaire Beiloc
HILAIRE BELLOC was born in 1870, the son of
a French barrister. He served in the French
artillery and studied at Oxford before his election as Liberal MP for Salford in 1906. His
party was radicalised by the philosophy of
American social reformer Henry George. The
Liberal government clashed with the House of
Lords, which opposed the government's plan
to tax the value of land.

Distinguish carefully between these two,
This thing is yours, that other thing is mine.
You have a shirt, a brimless hat, a shoe
And half a coat. I am the Lord benign
Of fifty hundred acres of fat land
To which I have a right. You understand?
I have a right because I have, because,
Because I have - because I have a right.
Now be quite calm and good, obey the laws,

Beiloc remained an MP through the consti-

Remember your low station, do not fight

tutional crisis to 1910, when he withdrew from

Against the goad, because, you know, it pricks

politics as the party of Lloyd George and

Whenever the uncleanly demos kicks.

Winston Churchill hammered home what they
regarded as the evils of the private exploitation
of publicly created land values. The Welsh
statesman roused crowds at the hustings, and
Churchill applied his forensic mind to hone his
speeches. But the poetical Beiloc

preferred

satire. He exposed the pretentious claims of
the aristocracy in The Justice of the Peace.

I do not envy you your hat, your shoe.
Why should you envy me my small estate?
It's fearfully illogical in you
To fight with economic force and fate.
Moreover, I have got the upper hand,
And mean to keep it. Do you understand?
Source. Hilaire Beiloc, Complete Verse,
Gerald Duckworth, London, 1970, p.147.

WEST VIRGINIA TAX "REFORM" FAILS TO
CONFRONT ABSENTEE OWNERSHIP,
POVERTY AND EXPLOITATION

W

EST VIRGINIA is a "poor little rich state" in the heart of
Appalachia whose people are far from free despite their state
motto - Montani Semper Liberi, or Mountaineers Always

Free.
• Poor, because its poverty and unemployment rates are among the
highest in the United States.
• Rich, because it is endowed with a vast cornucopia of coal, timber,
natural gas and other resources.
• Far from free, because its gifts of nature have been the target of a
long history of plunder that deprived the population of opportunities
enjoyed by most Americans.
The exploitation of resources and people continues to this day under
a chaotic tax system that favors absentee owners and keeps the state in
an economic backwater.
A tax reform plan recently presented by the Governor's Commission
on Fair Taxation failed to come to grips with these problems. Columnist
Dan Radmacher of the state's leading newspaper, the Charleston
Gazette, commented sarcastically, "Here's a big surprise: A tax reform
proposal...that would benefit the wealthy while raising taxes on working families." Opponents of the plan insist that this land-rich state needs
to tap revenue from its land and greatly reduce taxes that overburden
wage earners, small businesses and consumers.

T

HE ALLEGHENY range of Appalachia was a formidable barrier to settlement by early Virginia colonists. Eventually hunters,
farmers and Revolutionary War veterans who had been paid off
with land grants there penetrated the primeval forests and carved out
pioneer homesteads. When Virginia led pro-slavery forces in the Civil
War, these mountain folk (whose rugged landscape did not lend itself to
a plantation-slave economy) broke away and formed the pro-Union
state of West Virginia in 1863.
That war saw a big spurt in lumbering, mining, quarrying, and manufacturing of glass, clay products, iron and steel, which hastened the
growth of cities. Yet some settlements remained so remote that, as late
as the 1940s, scholars could research the pure forms of Elizabethan language and ballads that were still preserved there.
Despite petty feuds and arduous frontier conditions, a peaceable
society prevailed among independent farmers and merchants with
strong affection for family and place. Rapidly, however, much of the
population became demoralized and dispossessed.
Author Denise Giardina wrote: "The West Virginia I
grew up and live in...has more in common with the
Third World than it does with the other 49 states." What
caused this tragedy?
Agents of American and British financial interests
invaded, tricking settlers into signing away for pennies
their timber, gas and coal rights. First lumber companies swept through, clearing whole counties of almost
every tree an axe could reach, leaving desecration
before moving on.
As hunger for coal-fired furnaces and steam locomotives grew, small coalmines were bought out by
bigger ones which, in turn, were bought by huge outof-state combines. Miners were housed in
company-owned shanties and held in constant debt
to company stores. Oppressive policies and unsafe
mines spawned militant unions. For generations
management and labour battled. By World War II,

however, strikes were often a screen for conspiracies by monopoly
capital and monopoly labour to raise both hourly wages and per ton
prices. This severely cut miners' working hours and hiked everyone's fuel prices.
Acid run-off from mines poisoned wells and streams. Smoldering
slag piles polluted the air. Then came strip mining, a new environmental insult. This cheaper way of extraction involved cutting deep trenches
that left ugly scars in the sides of mountains.
In the past year or so, companies, with Governor Cecil H.
Underwood's approval, introduced a more disastrous technique mountaintop removal. Up to 500 feet of mountaintops are sheered off
with explosives and 20-storey-high shovels. Rock and mud are thrown
"overboard," destroying forests, streams and homesteads below.
Already some 80 square miles of pristine land have been turned into
wasteland.
Absentee owners despoiled the political landscape as well. Many
governors and key legislators in resource owners' pockets passed laws
favourable to big coal, big gas and big timber. Tom Miller of the
Huntington Herald Dispatch found that over half of the state's mineral
rights, up to 90% in some counties, were held by absentees. He identified the most prominent nonresident conglomerates:
• Coal landlords - Continental Oil's Consolidated Coal subsidiary,
Bethlehem Steel, and Pittston (through which large coal haulers,
CSX and Norfolk & Western Railway, hold indirect title).
• Gas landlords - Cabot, Columbia Gas System, Eastern Gas and Fuel
Associates.
• Timber landlords - Georgia-Pacific and Westvaco.
And yet, despite the economic minefields through which they must
tiptoe, West Virginians have created cities and towns that boast colleges,
theaters and festivals celebrating the arts, crafts, foods, and music of
their rich ethnic heritage. They initiated the nation's conservation movement. Such things generate a civic pride that, if properly channeled,
might overturn their state's Third World status.

T

HE commission's major recommendations, slated to be considered at a late 1999 special legislative session, are a general excise
tax
of 6% designed to produce 36% of the state's revenue; a perA
t
sonal income tax to produce 23%; and a business tax to produce 11%.
The commission's first draft in 1998 urged the elimination of the
state property tax. Critics protested that West Virginia
already had one of the lowest property taxes in the
nation. In its final draft, the commission not only
restored this tax but called for increasing its yield
from $2.9 million to $51.8 million a year. Credit for
this goes to Lowell Harriss, economics professor
emeritus, Columbia University; Ted Gwartney, executive director, Robert Schalkenbach Foundation;
William Batt, executive director of the Central
Research Group, Inc.; Carl Shaw of Common Ground,
and Dr. Arthur Rybeck, head of Mountaineers United
for Sane Taxation! All testified in favor of taxing land
values rather than labour and capital.
Some commission proposals have merit, such as:
• Revamping the entire tax system (although the
commission lost its way in saying how to achieve
this).
• Eliminating the personal property tax. This "tax on
honesty" deserves burial. Inventory and equipment

Walt Rybeck
reports from
Washington
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Lunar landscape: decapitated mountain in West Virginia

•
•

are easily hidden so only the most scrupulous pay what they owe.
Taking property tax rates out of the state constitution and letting
cities and counties set rates.
Reducing special incentives to attract industry. West Virginia has
been doling out costly tax favours, both above board and behind the
counter, with little to show for it.

W

EST VIRGINIA in some ways is an ideal candidate for genuine tax reform, as the effect of a land value tax on coal
illustrates. Its inventory of coal is sufficient to serve worldwide needs for centuries. Yet vast quantities that could easily be mined
currently (and less destructively) are held in cold storage. This is mainly due to low assessments and reliance on severance taxes.
A U.S. Supreme Court case is instructive. Allegheny Pittsburgh
Coal complained that Webster County assessed a tract it had bought
at $30 million - its purchase price 10 years earlier - which was 35
times higher per acre than assessments on nearby coal properties. The
county said it had been making upward adjustments on those other
lands. Chief Justice Rehnquist wrote that at the rate it was doing so it
"would have required more than 500 years to equalize assessments."
The court agreed that the company's tax was not uniform or equitable.
Did West Virginia back up the county assessor's reliance on market
value (as the constitution prescribed) and correct under-valuations of
"old" coal lands? No. It brought valuations of recently purchased coal
holdings down to the ridiculously low levels of surrounding tracts! How
low? Tax officials and coal companies do a good job of concealing figures, but in the 1980s it was found that the net value of West Virginia
coal produced in one year exceeded the appraised value of all state coal
holdings in the state.
The other coal tax, which the commission wants to retain, is a severance tax. It is imposed on the amount of coal extracted. If there is no
production, there is no tax. Could anyone devise a greater incentive to
hold coal in reserve?
When a production manager of Hanna Coal in neighbouring Ohio
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Photo: Lawrence Pierce, The Charleston Gazette

asked his state to raise assessments on coal lands, we questioned his reasons for this most surprising action. Here is a condensation of his
explanation:
Very low assessments mean it costs corporations virtually nothing to
hold idle coal lands. Since the 'black gold' tends to keep rising in value,
and since multi-faceted firms can live off other sources of profit,
finance officers prefer to hold the coal in reserve for generations. But a
production chief who wants to mine recognizes that higher property
taxes would put pressure on a firm to extract more coal in order to pay
the taxes. Then, increased production will lower the price of coal, making it more competitive with other fuels. More miners will have jobs.
Society will benefit from lower energy costs. Communities in coal
areas, instead of being impoverished, will have enough revenue to provide decent roads, schools and other public facilities and services.
Everybody wins.

T

oo few of his fellow coal executives share those keen insights.
Reliance on land value taxation would similarly thwart speculative
activity with respect to other resources and to surface land in rural
and urban areas. It would enable West Virginia to reduce onerous taxes.
The tax system itself would attract wholesome growth, replacing the
present practice of almost bribing selected businesses to locate in the
state. This would halt the outflow of workers and young people. It would
give new life to cities and towns that are being sapped by urban sprawl.
To persuade West Virginia to take this route, the corps of land taxers
in the state will publicize reform success stories, such as those of Alaska
and Pennsylvania, as alternatives to approaches that have served the
state so poorly. The task will not be easy. The powerful landholding
interests have never been hesitant to spend whatever it takes to protect
their license to exploit.
THE AUTHOR is director of the Center for Public Dialogue; formerly
Washington bureau chief for Cox Newspapers, assistant director of the
National Commission on Urban Problems, and special urban policy assistant to Congressmen Henry S. Reuss (Milwaukee) & William J. Coyne
(Pittsburgh).

Authors (left to right) Timothy Eccles, Sarah Sayce and Judy Smith

Payments compromise scientists
and narrow policy options
RITAIN'S housing sector is beginning
to boom, at least in the most prosperous regions, writes Sandra Sinclair.
Good or bad news? Conventional economic
wisdom would have us believe that rising
house prices, providing they do not "overheat", are good. But the embarrassing
regularity with which happiness ends in tears
encourages the suspicion that something is
missing in the analysis.
Conspiring with the property dealers who
make their money out of real estate are the
teachers who turn out the tame professionals
who are encouraged to hype the good news
and turn a blind eye to the downside which
routinely terminates construction activity
with the cyclical crash.
Refreshingly, a new textbook on the economics of the construction industry attempts
to offer students some leads to alternative
thinking.* The authors reach beyond the nuts
and bolts of the property market to offer a
survey of economic philosophy and history.
They explain how it is possible to draw different conclusions from the same evidence,
despite the use of identical methodology.
Ominously - and to their credit for the
courage for saying so - they report that conventional wisdom may have been shaped by

"payments and grants". That is the kind of
admission that is not designed to curry favour
with university employers.
As an example of how the dominant neoclassical theory of economic analysis can be
challenged, they cite The Corruption
of
Economics (1994), by Mason Gaffney and
Fred Harrison. "They argue that economic
theories of the late 19th century are the product of landowners' desires to defeat the ideas
of Henry George. George... envisioned a society much like today's but with considerably
lower levels of taxation on both individuals
and firms. This, he argued could be achieved
through heavy taxation and nationalization of
land, a move obviously detrimental to the
owners of land. Thus, they (the landowners
and influential people of the day) paid economists to create neo-classical economics,
which is the predominant theoretical premise
today. To Gaffney and Harrison, then, modern
economics is a consequence of Victorian
landowners' desires to protect their vested
interests, and not a serious intellectual study
aimed at producing the most efficient use of
economic resources for the general good.
This view is contentious and not universally
accepted, but it does serve to illustrate that the
prevailing economic view of the Western

world encompassed in neo-classical economics can be questioned".
The British authors, Timothy Eccles,
Sarah Sayce and Judy Smith, lecture at I
Kingston University, Surrey. They err in
reporting that George proposed the nationalisation of land. It was the flow of income from
land which he said ought to be in the public
domain, with private possession of land I
untouched by the state. Even so, this book j
does offer students who are destined for lifetime careers in the property industry a
fighting chance of viewing their sector from a
fresh perspective.
The writings of Henry George are studiously ignored by universities, but these
three authors are to be congratulated for
acknowledging that "even today his theories
offer a non-socialist alternative to modern
capitalism, and an appealing alternative for I
property professionals who know the value of
land and the development uses possible on it,
and who would thus play a major role in the
practical mechanics of implementing ]
Georgist policies".
*

Properly and Construction Economics, Timothy
Eccles,

Sarah

Sayce

and

Judy

Smith,

International Thomson Business Press, £18.99

