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ka-ching! 
hit-and-run rent -
da Vinci style! 

UK policy blunder? 
outcry over "1947 
all over again" 
In anticipation of the UK Treasury announcing 
plans to re-introduce a development land tax, or 
'planning gains supplement' - as proposed by 
Kate Barker in her Housing Supply report - the 
development industry is gearing up its opposition. 

A new report from the Royal Institute 
of Chartered Surveyors says the initiative 
is "seriously flawed" and based on a 
misunderstanding of how land is valued, how 
planning gains arise, and how the property 
market operates. 

The key problem with the proposals, say 
the writers of the RICS report, professor 
Tony Johnson and Chris Hart, is that planning 
permission is only one stage of development, 
and the tax would be paid when the permission 
is granted. They conceive the actual and eventual 
gain in value coming at some later point. 

Philip Davies, chief executive of property 
developers Linden Homes, pointed out that 
"land development tax would only serve to 
put landowners off releasing land in order to 
avoid the charge and instead wait for a new 
government to come to power and change 
the legislation. This would make the housing 
shortage even worse and push up prices of 
existing stock still further, thereby fuelling the 
housing crisis." 

Ian Trehearne, a partner and co-head 
of planning and environment at Berwin 
Leighton Paisner, a City law firm, said that 
over the existing system, a development 
land tax "would be better for levying larger 
amounts of tax, but would inevitably take 
longer and use up more professional time 
and fees. Either way, there seems to be a 
prospect of higher costs of development 
with only some of the proceeds of the new 

tax returned to fund the infrastructure that is 
required. The original intentions of the proposed 
supplement - more and cheaper housing 
- seem to have been replaced with more urgent 
economic considerations." 

New! Improved! 
The evolution of 
new council tax 

HGF new groundwork 
for Foundation 
The Henry George Foundation has now put into 
effect its 2005 plans for wholesale institutional 
restructuring. All the Foundation's work is now 
proceeding on a voluntary basis. 

Management of the organisation remains the 
responsibility of the Council of Management -

recently augmented by the 
appointment of Mr John 
Rider. John was for several 
years the Foundation's 
external auditor. 

Council chair, Mr David 
Triggs, is now executive chairman, leading the 
Foundation's executive programme. All projects and 
other outreach work will be led by him. Foundation 
Treasurer, Mr John Cormack, has found his input 
to activities increased several-fold, as he takes on 
everyday responsibility for all L i * . 
matters financial. I » 5 

Several other individual 
members have taken up tasks ^ j s JJ^HT TO 
with the Foundation. Former chief ^ R f ^ 
executive Peter Gibb has been W K ^ M ^ ^ M 
appointed company secretary. Wmiiim' SBSBu £ 

The Foundation's London premises have ^ 
been secured long-term thanks to the generous O) 
support of the International Union for Land Value Q 
Taxation. The Edinburgh offices and bookshop are QJ 
also retained, meantime, staffed by Lars Rindsig. 
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That decision will be reviewed in the new year. 

Iraq first the oil - | 
then mobile phones u 
Before its dissolution, the Iraqi Coalition 
Provisional Authority sold the license to transmit 
mobile phone signals in Iraq - to a single i_ 
company, Sanatel, for around US$150,000 a year, j j 
according to L&L reporter Jon Mendel. qj 

Compared to the sums licenses have realised in "JJj 
other countries, this seems like an unbelievably ^ 
good deal for the company - and included free fl> 
use of a satellite! The CPA's management of Iraqi ^ 
common resources - especially oil - has been the Jgj 
subject of hard criticism. ** 

The normally tranquil village of Roslin 
grabbed its first taste of Hollywood this 
month when Oscar-winning actor Tom 
Hanks and his entourage swept into town. 
They were filming the finale to Dan 
Brown's international best-selling novel 
The Da Vinci Code. 

An interesting angle was picked up by The 
Scotsman newspaper.In the village a group 
of pensioners owned cottages in Manse 
Road with the best views of the scene-set-
ting Rosslyn Chapel. They organised a 
"bidding war," according to the newspaper 
- selling prime-location spaces at bedroom 
windows to the world's paparazzi. All 
proceeds were being split between a kidney 
research unit at an Edinburgh hospital and 
the village's old folk's lunch club. 

The main organiser, a 
retired teacher who 
did not want to be 
named, began the 
day by charging 
£25. But after a 
steady stream of 
desperate inquirers, 
his price for a day's 
pitch soon rose 
between £50 and £75. 

These wise old folk 
of Roslin effectively 
socialized the value 
of the benefit of 
their location, for the 
benefit of the local 
community. Some owners might simply 
have pocketed an unexpected profit 



breaking ground 
Development land 
tax - kill or cure? 
A conference, held in October in London by 
the Chartered Institute of Builders, critically 
examined the government's land tax plans. 
The event asked: would land-based taxation 
deliver development or would it strangle it? 

Development land tax is the solution the 
Government seems most to favour. But 
many advocates of land-based taxation 
were critical. Some say DLT is a deeply 
flawed proposal. Leading that charge was 
Ted Gwartney - who spoke of successfully 
establishing land taxation in the US - as 
well as Transport for London vice-chair 
Dave Wetzel, and Vince Cable MP. 

Symptoms of the 
'winner's curse'? 
The R1CS reports in its September housing 
survey what it sees as the healthy re-
energising of the housing market. It reports 
buoyant prices and increased market 
activity - evidence of "a stabilising of the 
market" - the hankered-after 'soft landing'. 

Meanwhile research from the Halifax 
shows the north-south price divide 
closing fast - now at its slimmest for 
8 years. Prices outside the south-east 
are continuing to rise - sometimes 
spectacularly Areas previously thought 
undesirable arc being looked at in a new 
light by buyers, as they compare the 
relative benefits one location will give 
them over another. 

These are symptoms of the boom/bust 
phase which author Fred Harrison calls 
'the winner's curse'. Are we now finally 
enlering - as Harrison predicts - the last 
stage of the housing cycle leading to 
bust, debt, negative equity, reposession 
and homelessness? Or is this just the 
continuing and healthy economic 
growth of the market - the view of the 
'professionals': a market from which 
Gordon Brown really has helped us say 
goodbye forever to boom/bust? 

Scott ish Civic 
Forum on the line 
The Scottish Civic Forum, the Third 
Sector institution created to ensure citizen 
participation in the new Scottish political 
settlement has had its core funding 
withdrawn by the Scottish Executive. 
Its future now looks bleak. BBC's 
Newsnight called SCF "a basic plank 
of devolution." For the past three years 
Peter Gibb has sat on SCF's Council, 
with responsibility for economic policy. 

Local government 
f inance under 
review 
The independent Local Government 
Finance Review in Scotland, led by 
Sir Peter Burt, rolls on. As previously 
reported (L&L spring 2005) the review's 
terms of reference explicitly include land 
value tax ideas. Initated last summer by 
the Scottish Executive, the Review is 
the equivalent to the Treasury-sponsored 
Lyons Review for England and Wales. 

The Foundation's second written 
submission to the Review was presented 
in July. It assesses in detail the different 
systems and options available to fund local 
government services and infrastructure. The 
submission concludes that the way forward 
is the evolution of the existing system. 
According to HGF Communications 
Officer Lars Rindsig "improvement of the 
existing system - rather than its wholesale 
abolition and replacement - is, for the 
moment, with Labour, the only political 
show in town'. Rindsig points out that 
many key components of the existing local 
tax system are quite proper for retention 
within an evolved system. "The existing 
system already directly collects for the 
public purse a good amount of community-
created land value." 

The Foundation's submission to the 
Review sets out "the 11 key elements of an 
evolved system". The principal evolution 
required, according to the submission, 
is that "the basis of [tax] assessment 
shall be the unimproved value of the site 
only and shall exclude the value of any 
'improvements' such as buildings or plant." 

The Foundation has now been called 
to give verbal evidence in November. A 
team including experts from the US has 
been assembled for the day. 

Later this month a presentation is 
also being made by the Scottish Green 
Party. Their team includes HGF member 
and Land Reform Scotland co-founder 
Prof Roger Sandilands, and Toby Lloyd, 
former HGF deputy chief executive. 

Meanwhile Tony Blair ordered the 
significant broadening of the terms of 
reference give to Sir Michael Lyons' 
Review. The increased ground the Review 
now has to cover effectively kicks into the 
long grass the delivery of its final report. 
Commentators reckon that whatever 
Lyons comes up with will present a thorny 
political problem for the government of the 
day. Lyons is not expected to report back 
until after the next general election. 
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fresh thinking 
The new council tax 
financing local government -
a trailer for tax evolution 
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The New Council Tax - the new way to 
pay for the public services we receive. 

It's the evolution of the old Council Tax 
and Business Rates which it replaces. 

It's not a tax on people who work like a 
local income tax would be. (Because who 
wants to discourage people working?) 
It's not a tax on enterprise like business 
rates was. (Because who wants to 
discourage business?) It's not even a tax 
on your property. (Because who wants to 
discourage better property?) - it's a fair 
charge for what the community gives 
your property. After all, your surrounding 
community adds value to your property. 

The New Council Tax - the new fair way 
to pay for public services. 

Best locations will pay most. They receive 
most from the community. Less desirable 
locations will pay less. Because they end 
up benefiting less. 

Does your property enjoy a near-by high-
league school? - views over a grassy park? 
- handy parking? - tree-lined streets? - a 
safe and clean neighbourhood? - good 

to pay for 

you miles from good public services? You 
pay less: you're receiving less. 

It's a matter of choice. Make your choice, 
make your move, and pay your due. 

Low tax locally means run-down areas 
will soon become regenerated. Rural and 
marginal areas will thrive as their tax 
burden is reduced. 

pay - it's your choice. 

- it's the new fair 
we 

Enjoying greater wealth from your 
community means paying progressively 
to it. You pay into the coomunity for what 
you get out of the community. 

The New Council Tax - the new fair way 
to pay for public services. 

2 ways to pay - easy and convenient. 

Pay as you go, monthly or anually, by 
direct debit or cheque. If you're a working 
family you might choose to pay this way. 
If you're a business you might also choose 
this option. 

Or lump sum when you sell - your 
solicitor will make the arrangements. If 
you're on low income enjoying a higher 
value location - perhaps a pensioner - you 
may be able to pay this way. If you're a 

business you may also be able to 



LandandLiberty.net 
the live on-line magazine putting people at the heart of economics 

Land&Libertyannual 
the printed compendium of the year's best writing 

Land&LibertyCOmmunique 
the quarterly newsletter of the Henry George Foundation 

Jerry Stovin 
1922-2005 
Jerry Stovin, who died peacefully, aged 82, 
at his twin brother Bob's home in Canada on 
10"1 September, worked patiently at winning 
those causes that most interested him. He was 
tenacious but also gentle in this, even if the 
cause sometimes became a lost one. 

Born in Unity, Saskatchewan, on 1 llh 

October 1922, he enjoyed acting at the 
Regina Little Theatre as a young man. From 
1942 to 1946 he served in the Canadian 
Army, translating Nazi communications into 
French. After the war Corporal Stovin was 
stationed in Europe for a year. 

In 1947 he was accepted into the Carnegie 
Institute of Technology in Pittsburgh, 
Pennsylvania, where he graduated with a 
Fine Arts degree in Drama. 

By 1955 Jerry had crossed the Atlantic 
to advance as an actor in Britain where his 
talent was soon recognised. Appearances in 
radio and television followed, and in films 
such as The War Lover and Lolita. 

Jerry was receptive to the calming 
influences of Eastern spirituality. He ran 
the London office of the movement for 
transcendental meditation, and visited the 
Maharishi Mahesh Yogi in India in 1968, 
finding himself in company with the Beatles 
and Mia Farrow. 

Always keen to extend his thinking, 
Jerry studied economics at the School of 
Economic Science, London. For many 
years he contributed his volunteer effort to 
the Henry George Foundation, and would 
patiently explain land economics to anyone 
who wished to hear. Jerry was not averse 
to slipping a pamphlet from the Foundation 
into his correspondence on other matters. 
When the Foundation staged some social 
event, Jerry shone in the mini-plays or 

charades that were performed. 
For thirty years Jerry also enjoyed ceramics. 

His 'raku' fired pots and other work was held 
in high esteem, and he exhibited at Morley 
Gallery with the London Potters, a group 
which he had joined since its inception. 

Jerry Stovin never married. He 
remembered fondly a girl from his youth. 
But since her, he said, he never found the 
right person. 

After a period in hospital, his family from 
Canada celebrated with Jerry an 'Aloha' party 
in the garden of his council flat and then flew 
him back to Calgary where his last few weeks 
were spent with people he loved. L&L 

Robert Young 
1935-2005 
A fine man and much loved fellow traveller 
in the pursuit of economic justice Robert 
was always cheerful but determined. He 
will be sadly missed by his many friends. 
As a student, follower and teacher of the 
ideas of Henry George for over forty years 
and member of the Foundation's Editorial 
Review Panel his understanding of Natural 
Law was considerable. L&L 

diary 
I9,h November 2005, LSE, London 
Conference: From Ownership into 
Stewardship. For details contact: 
Rosamund Stock on 0845 458 0610 

November 2005, Colombo, Sri Lanka 
Conference: Putting Land First? 
Exploring the Links Between Land and 
Poverty. Go to www.cepa.lk 

2nd to 8lh July 2006, London 
25,h World Conference of the IU 
go to www.interunion.org.uk 

write to 
office@LandandLiberty.net 

Land&Liberty has chronicled 
world events for over 100 years. 
It has offered a unique perspective 
with its reports, analysis and comment 
on the core issues of political 
economy. And that uniqueness 
remains. Land&Liberty aims to 
explore how our common wealth 
should be used - and to demonstrate 
that this is the key to building the 
bridge of sustainability between 
private life, the public sector and our 
resources - between the individual, 
the community and the environment. 
Land&Liberty - putting people at 
the heart of economics. 

Editor 
Execut ive Editor P e t e r G , b b 

Publisher L a r s Rindsig 
Contributors H G F 

Cllr Gerry Harrison, 
Jon Mendel, David Triggs 

Copyright in this and other Land&Liberty 
publications belongs to the Henry George 
Foundation which welcomes approaches for the 
reproduction of articles. However reproduction 
is prohibited without prior written permission 
of the copyright holders. No responsibility will 
be accepted for any errors or omissions or 
comments made by contributors or interviewees. 
Views expressed are not necessarily those of 
the publishers. Goods and services advertised 
are not necessarily endorsed by the publishers. 

Land&Libertycommunique is produced 
by the Henry George Foundation and printed 
by Aldgate Press and inhouse on Corona 100% 
post-consumer recycled paper. 

ISSN 0023-7574 

Henry George Foundation 

212 Piccadilly 
London, W1J 9HG 
tel 0207 377 8885 
and 

58 Haymarket Terrace 
Edinburgh, EH12 5LA 
tel 0131 346 7139 

office@HenryGeorgeFoundation.org 
www.HenryGeorgeFoundation.org 

The Henry George Foundation 
is an independent economic and 
social justice think tank and public 
education group with offices in 
London and Edinburgh. The 
Foundation deals in cutting-edge 
ideas, exploring and promoting 
principles for a just and prosperous 
society and a healthy environment. 

http://www.cepa.lk
http://www.interunion.org.uk
mailto:office@LandandLiberty.net
mailto:office@HenryGeorgeFoundation.org
http://www.HenryGeorgeFoundation.org


Vol. 112, No. 1215 Winter 2005-6 

contents 
1 news 
2 breaking ground 

3-5 c o m m e n t 
6 -9 book rev iews 

10-11 fresh thinking 
12 le t ter and diary 

I I I news 
London 
conference 
The 25* international conference 
of the International Union for Land 
Value Taxation is being held in 
London in July. On the theme of The 
Economics of Abundance, the five-day event 
features renowned speakers from around the 
world. The keynote paper will be presented 
by government economics guru Dr Rana Roy. 

The conference includes three days of 
speakers and participatory events. It aims to 
uncover how the economics of destitution 
seem to rule the world today, and to set 
out how tomorrow must be ordered by the 
economics of abundance. The whole week-
long event includes one day of IU members' 
business and one structured 'leisure' day 
giving international delegates an opportunity 
to see the capital. 

The conference hopes to attract 
professionals, academics and interested lay 
people, as well as members of the Union. 

Tickets are available on a daily or whole-
event residential basis. For more information 
go to www.EconomicsofAbundance.info or 
telephone 020 7377 8885 and ask for the IU 
conference organisers. 

Bermuda easy peasy! 
Bermudans have it easy: the sun, the beach, 
no income taxes - and the ability to pay 
land tax online! The Royal Gazette reports 
that payments can now be made before the 
March deadline through the Government 
website, at ATM's, and through banks. 

HGF news 
decentral isat ion 
The Henry George Foundation's library and 
historic archive is to have a permanent new home 
in central London. Several offers from friendly 
organisations are being considered. One option is 

to create a special section within the 
library at the School of Economic 
Science in Mandeville Place. The 
proposal would allow full public 
access to the Foundation's valuable 
collection, by prior arrangement. 
The Foundation's Council of 
Management intends to decide on 
the matter at its next meeting. 

The transfer of the Foundation's 
activities and management from a small band of 
paid employees to a larger number of volunteer 
members has been completed. David Triggs, the 
Foundation's Executive Chairman now heads up 
a dedicated group of volunteers undertaking key 
executive and management functions. Member 
Tommas Graves has come on board to take on the 
audit function as 'independent accountant'. 

Attention is now being directed at developing 
a more pro-active plan of outreach activities. 
Proposals are currently being drawn up for a new 
programme of educational and advocacy work. 
Whilst much of this will be centred on London it 
is hoped and expected that the Foundation will be 
able to develop a more active engagement with its 
champions throughout the UK. The Foundation 
is seeking to identify 
individuals and 
small groups who 
will be active in 
promoting its ideas 
within their local 
areas of interest. 

With a view to 
both this new more-evenly dispersed approach 
to its work and use of resources, and the limit of 
available funds, the decision has been taken to 
close the Edinburgh premises at the end of March. 
The Foundation's activities in Scotland will 
continue, as elsewhere, on a voluntary basis. 

L&L news 
a benefactor steps in 
An anonymous benefactor has stepped in 
with a gift which will re-fire L&L 's on-line 
magazine. Since the loss of its staff last 
summer, the amount of content published on-
line has fallen. Hopes that previous levels of 
activity could be sustained by voluntary effort 
alone have proven optimistic. 

The gift will allow the reappointment of the 
magazine's editor part-time for a year. Priority 
action will address the quality and dynamism 
of the functioning of the website, the richness 
of the public user experience, and the site's 
purposefulness as one of the Foundation's 
educational tools. 

The gift will mean greater capacity to generate 
and publish in-house content, in obtaining and 
managing content by third parties, and in engaging 
in out-reach and active promotion of the stories 
carried by the online magazine. 

In a parallel initiative, ongoing technical 
problems with the site will also be resolved. L&L 
Communique continues to be published quarterly 
on a voluntary basis. 

Visit www.LandandLiberty.net 

OECD US, Korea, UK 
highest property taxers 
Among the advanced economies the US is the 
country most-favouring property taxes, according 
to OECD's annual Revenue Statistics. 12% of its 
total tax revenue comes from property taxes. 
South Korea and the UK follow on with 11.8% -
still more than twice the OECD average of 5.6%. 
Next up come Japan at 10.3%, Canada at 10%, 
and Australia at 9.5%. 

Fabled land taxers' haven Denmark does 
rather poorer. Property taxes account only for 
some 3% of its revenue. Experts calculate that 
total resource rents taken for public revenue in 
Denmark are a fraction of those in some other 
countries. In addition, Denmark collects a world 
record setting 60% of its revenues from personal 
and corporate taxes. 
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breaking ground 
Land reformers 
say their piece 
Sir Peter Burt's Scottish Local 
Government Finance Review - the 
Scottish equivalent of the Lyons Review 
- has taken evidence from several parties 
advocating land value as the proper base 
for public revenue. 

At one Review Committee hearing 
witnesses Peter Gibb and Fred Harrison 
appeared for the Henry George 
Foundation. They argued that "the 
evolution of the Council Tax and Non-
domestic Rate - inter alia to base 
them on land values - would convert 
them into 'good' taxes in terms of 
their beneficial effect on the wider 
Scottish economy". 

The witnesses presented 
calculations - using what they 
pointed out were over-cautious 
Treasury formulae. These led them 
to predict that the opportunity cost to the 
Scottish economy of failing to evolve the 
system of local government finance "is 
an ongoing massive £569m every year. 
Such an evolution of the current system" 
argued the witnesses "is the only policy 
option before the Committee which 
delivers the economic growth sought by 
its terms of reference." 

The Review's remit could lead it to a 
broader examination of the fiscal landscape 
- onto national Scottish as well as local 
taxation policy. The witnesses pointed 
out that the Scottish Parliament's use of 
its powers to vary the rate of income tax 
could be used to reduce the tax burden on 
work, and transfer it onto land values. The 
result of doing so, according to Gibb and 
Harrison's calculations, would be a yearly 
gift of £189m to the Scottish economy.The 
witnesses told the Committee that, in fact, 
the total figure of some "£8bn in foregone 
wealth & welfare" was "the measure of the 
test that challenges the Local Government 
Finance Review Committee." 

And the imperative for change was not 
only dryly economic, the witnesses said 
- there was a broad case for reform. "The 
evolution of Scotland's wider tax system 
would bring even greater dividends for 
society and the environment." 

A subsequent hearing took further 
supporting evidence from Mark 
Ballard MSP, Scottish Green Party 
Finance Spokesperson, Professor Roger 
Sandilands of Strathclyde University, and 
Toby Lloyd of the London Rebuilding 
Trust. See Fresh Thinking, p 10-11 

Biting the land 
value bullet 
The Scotsman reports that transport 
experts are calling for a 200mph bullet 
train between Edinburgh and Glasgow to 
be funded by the residents and businesses 
who would benefit from the new service. 

"If plans for a high-speed link between 
the two cities are announced," says the 
paper, "properties are likely to soar in 
value - but only owners and landlords 
would make a profit. If the extra cash 
was instead pumped directly into the 

ambitious project, 
it would help 
towards paying 
the multi-billion-
pound budget." 

Chris Green, 
a former head 
of Virgin Trains 

and ScotRail, believes that 
land value capture should be encouraged, 
the report said. "This would be a very 
logical way of financing the project. 
Otherwise, most property prices will 
shoot up in value, but the person who 
built the railway won't make any profit. 
If we can lock in the benefit of schemes 
like this, there will be far more transport 
projects in place." 

The bullet train could almost half the 
current 45-minute journey between the 
cities. The existing service has long come 
under criticism. As the paper's Bentley-
driving motoring correspondent pointed 
out only last week - comparing the present 
train and car journey times between the 
cities - "you don't need extreme speeds 
and the finest car in the word to beat a 
train of any colour." 

Arkansas flurry 
A population explosion in Northwest 
Arkansas is driving up land prices, to the 
point that "housing there has become too 
expensive," a local estate agent told the 
Missouri daily The Joplin Chronicle. But 
the trend pushes back the way, too. Ken 
Schroader is among those who have packed 
up and left. "First," Schroader claimed, 
"land values have gotten to the point where 
the land is too valuable for farming and 
agricultural purposes. I sold the farmland 
I purchased seven years ago at Siloam 
Springs for three times the value of what 
I purchased it for. Second", Schroader 
worried, "is that it is almost impossible to 
find a sizable piece of land. Anything over 
100 acres is nonexistent down there." 
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comment 
The much bolder option 
David Curry MP is someone else who just can't believe the Planning Gains Supplement 

Here we go again! Some ideas keep turning 
up like winter sore throats. This one has been 
round the course four times already. Now it 
is in its fifth manifestation. According to its 
enthusiasts it is a revelation. For others it is 
closer to Apocalypse Now. 

The little number in question is the land 
value uplift tax. It springs from Kate Barker's 
2003 report on housing. Gordon Brown has re-
christened it the Planning Gain Supplement and 
sees it as a key instrument in the government's 
drive to deliver an extra 50,000 houses (to 
200,000) a year by 2010. The main claim made 
for it is that it will jolt local authorities into a 
pro-development frame of mind and out of their 
current mindset hostile to development. 

The idea is simple enough. Land values 
rise massively when planning permission is 
granted. The government estimates that mixed 
agricultural land is worth some £9,287 per 
hectare. Endow it with planning permission 
for industrial use and the value rises to 
£750,000. Hit the jackpot — residential use 
— and the value rockets to £2.5m. This huge 
windfall occurs simply at the stroke of a pen. 
So shouldn't society gain some benefit from 
the profits so painlessly created? 

A tax would be levied on the gain in value 
of land when development began. It would be 
small - at least at first - so as not to frighten the 
horses and a significant amount would go back 
to the council to finance infrastructure. 

Finally, it is argued, it should replace the 
notorious s 106 agreement - an arbitrary 
mechanism stained with the risk of 
corruption. In fact, the government has 

already said it will keep some form of s l06 
after lobbying from the social housing sector. 

The critics are equally adamant in their 
scorn. This is not a way of accelerating 
development, they cry, it is a way of stopping 
it in its tracks. Landowners will sit on their 
property, the supply of land for housing will 
diminish, prices will rise in response and fewer 
houses will be built. Urban authorities will 
lose out, given that the really big money would 
come from the designation of agricultural land 
rather than in urban areas with a much smaller 
uplift value on brown-field sites. A huge 
incentive for green-field development - and a 
wonderful advertisement for the government's 
environmental credentials! 

And just how do you work out how much 
of the increased value of the land is due to a 
change in planning designation? And what 
about multi-phase developments? When 
would the tax be levied and how often? The 
only certain beneficiaries from a planning 
gain tax would be tax lawyers. 

Creating such a tax would require cross-
party support. Otherwise landowners would 
put development on hold until a change of 
government brought cancellation of the levy. 
What puzzles me is why, if he really wants 
a radically energised planning system and 
is prepared to have a huge fight to get one, 
Mr Brown has not gone for the much bolder 
option - a tax on the value of the site itself. 

This tax would take the form of an annual 
charge on the value of a site, levied according 
to its status in the local plan, whether or not it 
was developed. Its advocates claim that it would 

bring idle land into the best use for it, leading to 
an increase in supply and a decline in price. 

Rather than capturing planning gain on one 
site at one moment, a land value tax would 
also recover value from neighbouring sites that 
had benefited from the development. Local 
authorities would collect more tax by the mere 
act of designating (or zoning) suitable land for 
industrial or residential development, thereby 
increasing its value even if no development 
took place. Landowners would have no 
incentive to hold sites back from development. 
Councils, by contrast, would have an incentive 
actively to pursue re-zoning. 

The links between this proposal and Sir 
Michael Lyons' work into local government 
finance are obvious - though to what extent 
the two processes are 'joined up' is not clear. 
What is certain is that the fifth version of the 
betterment levy already has a huge coalition 
arrayed against it. Stand by for an unexpected 
outpouring of admiration for the charms of 
sl06. Better the devil we know... 

(published by kind permission of the Local 
Government Chronicle) 

Mr Curry is the 
Conservative MP for 
Skipton and Ripon and 
was Minister of State 
with responsibility for 
Local Government, 
Housing and Urban 
Regeneration under 
Prime Minister Major 

Licencing the use of our seas 
The Government overlooks the haemorrhaging of the value of the sea, claims Jo Stocks 
The Government recently launched a public 
consultation in England and Wales on 
licensing access to marine resources. 

The review centers on the charging system 
for marine industry environmental licenses. 
The Government says that "action is needed 
because the cost of regulating industries like 
dredging and marine construction is not being 
fully recovered through the licensing system." 

The present 'cost based' system requires 
an authority to charge for the 'reasonable 
expenses' of processing a licence and 
regulating its subsequent operation. According 
to the Department for Environment, Food 
and Rural Affairs, when it itself does so, it 
"pays special regard to the need to reduce the 
burden for industry as far as possible". The 
consequence of this approach is two-fold: an 
effective disregard for the need to reduce the 

burden on the environment; and a failure to 
capture for the public purse the full value of 
the common resource being alienated. 

The marine environment and its capacity to 
absorb waste are natural, common resources. 
We all have equal claim to their value. The 
government holds and manages these assets in 
public trust. Licenses are the limited transfer of 
public value into private hands. 

Might it be more appropriate for licenses 
to be charged for on the basis of the benefit 
received by the licensee - the benefit foregone 
by the rest of us - rather than on 'cost '? 

The present approach means that those 
costs which arise as 'externalties' - including 
many 'environmental' costs - are not paid for 
by the licensee. They're paid for by the rest 
of us, and by the environment, by way of a 
degraded resource. 

The failure to bring fully to account the 
users of the marine resource for the effects of 
their activities, lies at the root of the ongoing 
decline of our seas. According to the EC's 
Marine Strategy Directive, "Europe's oceans 
and seas are under threat, in some cases to the 
extent that their structure and function is being 
jeopardised." A new approach to licencing 
could help reverse the current trends. 

Currently the value of the sea is given 
away, gratis, with the issuing of the license. 
The present system allows the haemorrhaging 
of public value onto the balance sheets of 
private enterprise. 

Readers wishing to learn more or to 
respond to the consultation should visit 
www.mceu.gov.uk/MCEU_LOCAL/FEPA/ 
whatsnew.htm. 
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intellectual screening process exists 
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by? It is as it' Ilenry George never existed, a 
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questions. Could the surreal history that • 

, Saiished georgism have been otherwise? 
Could georgists have made a difference? 
What should be done now? This review is 
a contribution to the International Union's 
deliberations on how best to promote 
georgism on the global scale. 

My experiences have led me to some 
potentially unpopula|conclusions. In 1968 I 
embarked on a systematic study of history that 
continues to this day. I burrowed deep into 
anthropology while straining at the political of total t 
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courts to thwart the Finance Act 1910. In the 
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I land by arguing that taxes 
I on a broad base. Georgist 

TOW tax base flew in the 
ional wisdom, one reason why 
| s disparaged as unrealistic; 
tations of our case are 

received, by and large, with incomprehension. 
Put bluntly, 'they'just don't know what we 

are talking about, and they couldn't care less. 
I The screening prows* reached every corner 
|o f the world. Some random exaimples -

In the 21" century (2004). South Africa's 
jpocal authorities abandoned the land tax in 
jjresponse to advice from Western agencies. 
J In the 20* century (1961), Brazil's State 

jfjof Sao Paolo enacted a rural land tax to 
"encourage owners to bring their idle acres 
into cultivation. The Federal Congress 
intervened with a constitutional amendment. 
Jurisdiction over rural property taxes was 
transferred to municipalities. The law was 
not implemented: local governments could be 
relied upon to avoid land taxation. 

In the 19'* century (1824), Argentina 
introduced a land policy to settle vast 
territories, requiring the users to pay rent to 
he State. The land grants turned a few people 
nto barons - and they refused to pay more 
han paltry sums into the public purse. 

Society is hostage to a philosophy -
buttressed by institutions tailored to guard 
it - that is driving the world to social and 
ecological crises of epic proportions, and 
georgists have contributed little to the 
understanding of how this has happened. 
Past strategies failed. We need to chart a 
new course. 

If history is to be reversed, we need a 



comment 
realistic appreciation of both the scale 
of the problem and the timescales for 
effective action. 

The starting point is the realisation that 
the Western mind has been locked into a 
set of values and beliefs that is designed to 
exclude the acceptance of land rents as the 
community's income. This is the result of the 
social contract school of philosophy beginning 
with John Locke and consolidated by the 
Enlightenment thinkers who are celebrated as 
the founders of reason-based civilisation. 

The legacy is a collective amnesia about 
the traditional values and practices that 
shaped property rights into their private and 
common spheres. One awesome challenge is 
to indict the forces that abuse our collective 
consciousness. But time is short. We face 

- Migration-, as the industrial epicentre shifts 
to China, jobs are becoming scarce and 
in-migration is brewing a lethal cocktail of 
urban discontent. 

- Fiscal exhaustion: taxes take up to 50% 
of GDP, yet governments are still short of 
funds. 

The crisis of the environment is 
symptomatic of the poverty of conventional 
philosophy. Global warming is near to being 
irreversible. And yet the ecology movement 
is exhausted. Signs of this include the new 
book by Jonathan Porritt, who chairs the 
UK government's advisory committee on 
sustainability. "Capitalism," he now says, is 
"the only game in town." If he's right, there 
is no hope for the environment, because 
the present brand of capitalism is rigged to 
deliver ecological chaos. 

Environmental campaigners generally 
accept the property rights that underpin 
pollution-curbing tradable permits, which 
turn corporations into free riders. 

The world desperately needed the georgist 
paradigm, but the georgist movement failed 
to rise to the challenge. We could have done 
much more, if only to prepare for the day when 
events would force open people's minds. 

What must we do? A fatal blow has to be 
struck at the intellectual superstructure that has 
our collective consciousness in its grip. None of 
the strategies that we have used until now had 
the remotest chance of delivering that blow. 

Strategies that have not worked need to 
be honestly evaluated. Since 1945, the only 
new case of land taxation that is worth citing 
is Taiwan; and that was not the product of 
enlightened wisdom, but the act of desperation 
by nationalists who fled the Communists. 

Publications: In the past 30 years, I 
contributed more than any other person to the 
writing, editing and publishing of georgist 
materials. In terms of volume, especially in 
books, these three decades were the peak 
of production. But our approach was never 

going to persuade people of influence to 
change their minds. I made the mistake of 
assuming that we could negotiate change on 
the basis of reasoned argument. 

Lobbying: Throughout the world, activists 
engaged politicians, policy advisors, 
academics and journalists to explain the 
wisdom of the georgist paradigm. This 
effort did not bring us one step closer to 
reducing taxes on people's wages, savings 
and investments. Politicians were unwilling 
to incur the risks of departing from the script 
into which their minds were schooled. 

Local Taxation: Nowhere has the local 
approach to fiscal reform delivered a result 
that remotely resembles the project described 
in Progress and Poverty. Opponents, such as 
the Tories who fought the land tax legislation 
in Britain in 1910 and 1931, declared that 
one of their tools for resistance was to 
downgrade property taxation to the municipal 
level. What ought to be the best empirical 
evidence - from New Zealand, Australia and 
South Africa - is now a gift for those who 
oppose us. They use the historical record 
to demonstrate that land taxation is a trivial 
instrument in the fiscal toolbox. 

That's why the British Property Federation 
opposes a national land tax, which it claims 
would "slow down development". If there 
must be a charge, they prefer a locally 
administered occasional tariff linked to 
the planning system (Financial Times, 3"1 

December 2005). Landowners do not want a 
general reform that reduces taxes on wages 
and savings. 

What's to be done? Lobbying agencies 
at the global, national and local levels has 
not worked. 

Fact: in 1976, UN-Habitat endorsed LVT. 
In the last 30 years it did not do anything to 
promote the policy. Until a couple of years 
ago, its staff did not even know the policy 
existed, let alone understand how it would 
solve the global housing problem. 

That's why I believe that new 
approaches are needed to shatter the 
screen that closes people's minds. We must 
take four essential steps. 

First, relocate the georgist paradigm in a 
language that resonates with people's needs 
and sympathies. This part of the new project 
has already begun. 

Material must be disseminated widely. The 
internet is a powerful tool for us, but beware: 
do not confuse the medium with the message. 
There are no short cuts to rescuing the minds 
of the masses. 

Second, offer a vision of the future. We 
have failed to offer a compelling prospectus 
that would encourage people to put at risk 
the comfort they feel with the devil they 
know, georgism would deliver an economy 
of abundance, culturally, materially and 
ecologically. That claim would attract 
supporters, if we can prove it. 

Third, analyse how we get from here to 
there. People not only fear change. They also 
fear being out of step with the mainstream 
- that's one lesson that we learnt in Russia 
(see box). 

Fourth, people need to understand why, 
en masse, they think and behave in ways that 
subvert their best interests. Such cathartic 
experiences preceded all the great acts of 
social reform in the past. So to move into the 
future, we must set new priorities for action 
based on 

- research into global problems, conducted to 
scientific standards, written with lay readers 
in mind; 

- reflection, to plumb new depths of 
understanding of how 'capitalism' really 
works - and how it might be evolved to 
become part of the solution; and 

- redefining georgism in language that 
persuades social scientists and civic leaders 
to try harder for the common good. 

The IU is not itself a charity. Intellectually 
speaking, it is free to develop the capacity to 
demolish the escapist ideas and institutions 
that underpinned the 20lh century's substitutes 
for georgism. 

To achieve this, however, and to give the 
tax reform agenda a new lease of life, we 
have to constantly remind ourselves of one 
harsh fact. As georgists, we allowed ourselves 
to be co-opted into tinkering at the edges of 
current ideas and institutions. That doomed 
our efforts. If we continue along that course, 
we will not be able to forestall the hazards 
that will wreak havoc with the lives of many 
millions of people in the 21" century. L L 

Russia: w h y did w e fail? 

Between 1992 and 2002 we secured the general support of Russians in the street (cf. public 
responses to our radio phone-in shows); extensive invitations to publish articles in the print 
media; close collaboration with the pro-LVT Russian Academy of Sciences; and regular 
seminars and congresses co-organised with the federal Duma (Parliament). All to no avail: 
Western pressure to privatise land and natural resources and adopt the conventional property 
tax was irresistible. Vladimir Putin persistently and publicly advocated resource rents 
as public revenue, but his government - active exponent of the 'Washington Consensus' 
doctrine - ignored the President. 
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book reviews 

Thomas Paine and the 
times that try men's souls 
Ed Dodson reviews Thomas Paine and the Promise of America by Harvey J Kaye 
Professor Harvey Kaye provides us with a 
stimulating and enjoyable examination of, 
first, the life and times of Thomas Paine, 
and, second, the influence of his words and 
deeds on events to come. The very fact that 
this book has been written speaks volumes. 
The thoughtful reading public has a desire 
to learn about the author of Common 
Sense and his contributions to history, 
moral philosophy, political philosophy and 
political economy. As someone who has 
studied much of the available material on 
Paine and provided my own assessment 
of Paine's contributions, I found Professor 
Kaye's treatment valuable and unique. 

This book is less about the details of 
Paine's life. It is more about the influence his 
ideals and writings had on the thinking and 
behaviour of others. These were the people 
who came to share Paine's passion for justice 
- and for bringing to an end the entrenched 
privilege that produces the division 
between haves and have-nots in our 
societies. Professor Kaye joins others 
in recognising Paine's pivotal role 
in igniting and keeping aflame the 
revolutionary torch. "Paine saw all of 
history turning on the outcome of the 
American colonies' conflict with Britain," 
writes Kaye. Coming so soon from 
Britain, where the "rights of Englishmen" 
were quite narrowly enjoyed, Paine 
realised that North America could become 
the safe haven for the oppressed and 
enslaved of the Old World. The key was not 
just independence, but the establishment of 
a democratic republic. 

I am reminded of Peter Drucker's book 
The Future of Industrial Man (1942). In it 
he describes the early phase of the uprising 
against British authority as a conservative 
counter-revolution. The landed and other 
conservative elements in the colonies, 
Drucker said, were demanding a return to 
the long period of "salutary neglect" under 
which they had acquired their wealth and 
social positions. Paine, to their chagrin, called 
attention to all of the inequities characteristic 
of colonial society. Now was the time for the 
creation of a new societal structure. "Paine," 
observes Kaye, "called upon Americans to 
make a true revolution of their struggles." 

Paine's idealism was clearly ahead of its 
time. The blueprint he provided, in Common 
Sense, first, and then throughout his later 

writings, certainly called for a "revolution 
in the state of civilization." But it was 
a blueprint shared by few others. With 
independence secured, the natural inclination 
of those in power to do whatever they could 
to entrench themselves and their positions, 
again arose. As Professor Kaye observes, not 
even Thomas Jefferson possessed anything 
close to the deep faith in participatory 
democracy that stood at the heart of Paine's 
political philosophy. Yet, Jefferson proved 
a more accurate forecaster of the immediate 
future than Paine. Their contemporaries saw 
to it that the new United States of America 
was established as a republic. The most hated 
elements of Old World political and economic 
power - monarchy, hereditary aristocracy, 

Dr Harvey J Kaye is Rosenberg 
Professor at the history department of the 

University of Wisconsin 
- Green Bay. He received 
'Best Book for the Teen 
Age' award from New 
York Public Library for 
his 2001 book Thomas 
Paine: Firebrand 
of the Revolution, a 
young adult biography 
on the reformer. 

primogeniture 
and entail - were 
removed. With a huge 
and nearly empty 

continent to subdue, and with fortunes 
to be made speculating in land, the framers 
of the Constitution compromised principle 
for expediency. They ignored both slavery 
and the land question. The more thoughtful 
among them hoped these and other issues 
could be resolved as the nation matured. As 
Professor Kaye reminds us, however, the new 
nation was seriously divided over unresolved 
sectional, territorial and financial interests. 
It is worth noting that neither Paine nor 
Jefferson participated in the Constitutional 
Convention. From Paris, Jefferson wrote 
favorably of the proposed constitution, but 
in a letter to Madison in December 1787 he 
expressed concern over the absence of a bill 
of rights. "A bill of rights is what the people 
are entitled to against every government on 
earth, general or particular, and what no just 

government should refuse," he declared. 
Despite the protections individuals gained 

under the first constitutional amendments, 
very little time passed before widespread 
disillusionment began to set in. Many of the 
disillusioned found inspiration and passion 
for righting wrongs by absorbing Paine. 
Professor Kaye's research reveals that even 
those who were repulsed by Paine's Deist 
spiritual beliefs and his attacks on mainstream 
religion, found solidarity with his positions in 
the socio-political arena. 

In my own writing, I describe Paine as the 
"architect of cooperative individualism," a 
set of moral principles upon which the just 
society - one that secures and protects equality 
of opportunity - is established. With Paine's 
death, the torch of cooperative individualism 
nearly went out. None of those who followed 
Paine in the nineteenth century fully grasped 
the depth of his principles, nor adopted them 
as their own. Not until Henry George emerged 
in the last two decades of the century was the 
torch against raised, its flame ignited. Professor 
Kaye writes briefly about Henry George as a 
reformer whose "plan to re-create American 
equality and democratic life descended directly 
from Agrarian Justice and clearly reflected 
Paine's spirit." Henry George never referred 
to himself as a Painite or as having been 
strongly influenced by reading Paine. That 
said, they clearly came from the same mould. 
And, as Paine's success came after coming to 
America, George's occurred after serving as a 
correspondent of the Irish World covering the 
Irish resistance to British rule. 

Here I digress momentarily to correct 
Professor Kaye's restatement of Henry 
George's proposal regarding landed 
wealth. George did not, as Professor Kaye 
writes, argue "that government should 
severely tax landowners' profits." Rather, 
George expanded on Paine's argument in 
Agrarian Justice that anyone who controls 
land owes to the community a ground 
rent for the privilege. George explained 
that every parcel of land yields a ground 
rent, the amount of which is determined 
as an outcome of market dynamics. If the 
community collects all ground rents via 
taxation, the landowner, as such, cannot 
sell land for profit. Interestingly, George 
later wrote approvingly of the pioneering 
writing on the land question by the French 
group of political economists known as the 
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Physiocrats. Paine was likely introduced to 
physiocratic ideals by their most important 
American adherent, Benjamin Franklin. 
And while in France during the early 
stages of the French Revolution Paine was 
undoubtedly warmly accepted within this 
circle of enlightened intellectuals, many 
of whom would meet their end during the 
Jacobin reign of terror. One of the leading 
physiocrats - Pierre-Samuel du Pont de 
Nemours - escaped France to establish 
what can only be described as an American 
dynasty of economic power. Only recently 
have the French people been re-introduced 
to the legacy of the Physiocrats, dismissed 
to a large extent by European intellectuals 
as irrelevant in a world where land and 
land ownership were thought of as minor 
concerns. The landed have certainly felt 
relief that their entrenched privilege 
was not jeopardised by the policies of 
social democrats during their periodic 
opportunities to hold political power. Paine 
was, to be sure, far more revolutionary in his 
thinking than the Physiocrats ever were; yet, 
in the realm of political economy what they 
offered was a deep insight into the causes 
of the maldistribution of wealth. I have long 
been convinced that Paine's Agrarian Justice 
came about as a result of his exposure to 
physiocratic principles. 

Many of those who were first influenced, 
at least in part, by reading Paine, would 
later in life become admirers and supporters 
of Henry George. Samuel Clemens, who, 
Professor Kaye writes, "genuinely admired 
Paine," eventually met and befriended Henry 
George in California and accompanied him 
on a speaking tour of Australia. Clemens' 
essay 'Archimedes' is Henry George on "the 
land question" as interpreted by Mark Twain. 
Louis F. Post, also mentioned by Professor 
Kaye, became Henry George's most dedicated 
supporter, serving as editor of George's New 
York newspaper, The Standard, and carrying 
on George's work after his death in 1897. 

Paine's influence on the thinking of leading 
socialists, such as Eugene Debs, should not be 
surprising. George Bernard Shaw and other 
Fabian socialists traced their commitment to 
social causes to lectures delivered in Great 
Britain and Ireland by Henry George during 
the 1880s. Clarence Darrow also shared a 
great admiration for both Paine and George. 
In 1933, Darrow actually delivered an address 
to the Henry George Congress, held that year 
in Chicago. In a very real way, Paine's writing 
- more than that of anyone else (eg Herbert 
Spencer's Social Statics) - added legitimacy to 
what people heard from Henry George. They 
were both men of the people, from the working 
class, possessed of remarkable intellects and a 
commitment to truth. 

As proponents of departures from 
tradition and long-established socio-political 
arrangements, both Paine and George have 
been discovered by the opposing political 
camps. Within the Henry Georgist community 
there has long existed a strong individualist-
libertarian wing. It has developed its 
principles under the tutelage of writers such 
as Franz Oppenheimer, Francis Neilson, 
Albert Jay Nock and Frank Chodorov. Others 
in the community, many of whom worked in 
government or in the professions, sought an 
expanded role for government and looked 
to the societal 'rent fund' as the source of 
revenue for meeting societal needs. 

The individualist wing never abandoned 
Paine nor his moral principles, as interpreted 
by their leading lights. 

We need to understand that the structure 

Paine was, to be 
sure, far more 
revolutionary in his 
thinking than the 
Physiocrats ever 
were; yet, in the 
realm of political 
economy what 
they offered was a 
deep insight into 
the causes of the 
maldistribution of 
wealth. 

of social democracy that exists in the West 
today is a tenuous compromise between the 
entrenched privilege and justice; between what 
John Locke described as liberty and license. 
Professor Kaye's work makes an important 
contribution to this understanding. The 
economist John Kenneth Galbraith coined the 
phrase 'countervailing power' to describe this 
accommodation, characterised by big business, 
big government and big labor. Fourth and fifth 
legs have been added to this stool since the 
end of the Second World War - a big non-profit 
sector and a big NGO sector functioning on the 
international arena. 

For those Americans who accept diligence 
as integral to our responsibilities as citizens, 
the intellectual and moral struggle has been 
to both preserve and protect what is good, 
and to remedy what is not good; to expand 
the democracy and to secure equality of 
opportunity. The deep disagreement is over the 

measures required to do so. And, here, Paine 
is an attractive source of powerful rhetoric 
for statists and anti-statists alike. Even within 
ourselves, the contradictions can be ever-
present. The mainstream conservative tends 
to argue against restrictions on activity in the 
realm of property, but for restrictions in the 
realm of individual behavior. The mainstream 
liberal tends to argue just the opposite. Yet, in 
terms of public policy, these arguments often 
come down to differences of degree rather 
than absolutes. Did Paine ever compromise 
principle in the interest of incremental change 
or progress? Yes, of course. How else does 
one explain his friendship with and support 
of slave-owning leaders such as Jefferson? 
Or his willingness to help the American cause 
for independence by soliciting financial and 
military assistance from a despotic French 
monarchy? Yet. he consistently stated his 
views openly for all to read, and exposed 
himself to very real personal dangers from 
those he attacked. 

To fully appreciate Paine, one must study 
Paine at some depth. This, Professor Kaye 
appropriately concludes, is the last thing the 
proponents of entrenched privilege want to 
happen. "Paine's texts may be selectively 
read and variably interpreted, but as much 
as those on the political right can quote 
and try to command him, Paine himself 
was no conservative. He was a radical, a 
revolutionary democrat. He fought to liberate 
men and women from the authoritarianism of 
states, classes, and churches and to empower 
them to think and govern themselves." 

The contradictions emerge even when 
intent is clearly sincere. Thus, we should 
not be surprised by the example of President 
Woodrow Wilson. He campaigned for a global 
vision of a remade postwar world based on 
"revived ideas Paine first advanced in Rights 
of Man". At the same time he was side-
stepping the Constitution in order to suppress 
opposition to United States involvement in the 
First World War. As Professor Kaye recalls, 
"Wilson and his appointees ... would license 
authoritarian acts and foment a reactionary 
political climate that would outlast the war 
itself." Paine would have been appalled at 
the Wilson administration's attacks on the 
freedom of speech and of the press. He would 
have been in the forefront of those calling for 
Wilson's impeachment and affirmation of the 
Bill of Rights. 

I am heartened to find Professor 
Kaye crediting Louis F. Post with using 
his influence to counter the Wilson 
administration's harsh treatment of "radical 
immigrants and aliens." Louis F. Post was, 
indeed, a staunch defender of individual 
liberties. Profesor Kay might well have 
added the name of another Henry Georgist, 
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Frederic C. Howe, to that of Post. Howe 
was instrumental, as Wilson's appointed 
Commissioner of Ellis Island, in humanising 
the treatment of immigrants coming 
through that facility. Howe had gained his 
political credentials working in the mayoral 
administration of the Henry Georgist mayor 
of Cleveland, Ohio, Tom L. Johnson. Howe's 
book, The Confessions of a Reformer 
(1925) is an extraordinary commentary on 
the Progressive era and the emergence of 
liberalism in the United States. 

The one person who, in my mind, ranks 
close to Henry George as lifting Paine's 
torch of cooperative individualism is only 
alluded to in passing by Professor Kaye. 
This is the philosopher Mortimer J. Adler. 
Among his accomplishments over a life that 
spanned nearly a full century, Adler served 
with Robert M. Hutchins (Chancellor of 
the University of Chicago and later founder 
of the Center for the Study of Democratic 
Institutions) as co-editor of the Encyclopaedia 
Brittanica and as creator of the Great Books 
reading programme that continues to this day. 
Professor Kaye notes that as the United States 
entered the Second World War "a radio series 
on the 'Great Books of Western Civilization' 
dedicated a program to contrasting (Edmund] 
Burke and Paine on liberty." Adler's book, 
The Common Sense of Politics, written in 
the 1970s, is well-described as an update on 
Paine's Rights of Man. I have long felt these 
two books ought to be required reading for 

any student of the liberal arts. 
Paine's extensive body of work provides 

us with much to ponder. His willingness to 
seek truth and write objectively about what 
he found, regardless of the consequences 
to himself and his own standing in the 
world community, is a standard desperately 
needed today. Professor Kaye concludes 
that "conservatives do not - and truly 
cannot - embrace him and his arguments." 
Certainly, those who today call themselves 
conservative do not embrace the same moral 
principles as did Paine. Paine believed in 
universal moral principles. A world plagued 
by artificial scarcity continues to adhere to 
moral relativism - to the false principles 
of ethnic nationalism and pseudo-religious 
group sovereignty. Paine would certainly be 
dismayed that we have achieved so little after 
so much sacrifice. 

Central to Paine's morality is the principle 
that the earth is our equal birthright; from 
that principle all law must arise. No person 
or groups of people have a greater claim 
to any portion of the earth - and its natural 
resources - than any other. Ground rent must 
be paid for the privilege experienced when 
the community (thought of in its universal 
sense) grants to some exclusive control 
over any portion of the earth. Absent this, 
those who labor - who produce goods and 
provide services - are at the mercy of the 
landed. Paine called for what I describe 
as a "labor and capital goods theory of 

property" buoyed by public policies remedial 
in character (eg, inheritance taxes and the 
establishment of citizen trust funds). He put 
his faith in participatory democracy to allow 
citizens to decide the proper responsibilities 
of government; on what public goods and 
services ought to be provided out of the 
revenue raised by fair and equitable taxation. 
He is, without question, the father of 
cooperative individualism. 

I join with Professor Kaye in hoping the 
expanding interest in Paine and his ideas 
will serve to stimulate a more sincere public 
discussion of what constitutes the just society. 
The revolution Paine helped to ignite is far 
from completed, and in many ways has been 
subverted beyond recognition. Despite what 
Paine wrote, the times that try men's souls 
have yet to come to a close. L&L 

Harvey J Kaye: Thomas Paine and the 
Promise of America is published by Hill & 
Wang. ISBN 

0 8090897 0 X. 

Ed Dodson is the 
director of the School 
of Cooperative 
Individualism. He 
is the author of the 
three-volume work 
The Discovery of 
First Principles. 

Plan B: 
try again, fail again, fail better 
Geoffrey Lee is not convinced by Plan B2.0 and looks forward to its next version. 
Plan B2.0 is subtitled Rescuing a Planet 
Under Stress and a Civilisation in Trouble. 
The 2.0 indicates that this is an updated 
and expanded version of the 2003 edition. 
Plan A is, of course, the path on which we 
travel at the moment. We know where that 

» is leading us - to the 
day when the oil runs 
out; to global warming 
and rising seas; to 
dangerous climate 
change and to serious 
water shortages. One 
alarming picture the 
author paints is of 
the Aral Sea where 
the shoreline has 
retreated 165 miles 
from its original 
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ports, where ships lie stranded in the sands 
and the salt concentration in the shrunken sea 
has killed all the fish. 

The Plan B solution includes wind 
power, gas-electric hybrid fuels, solar cells, 
reforestation, biomass, and stabilising 
population. Already, Brazil produces 40% 
of its automotive fuel from sugarcane-based 
ethanol, and China is the first country where 
fish farm output (with its own issues - ed) 
exceeds oceanic catch. 

Although Plan B may alleviate our current 
and future global problems it is doomed to 
failure in its attempt to cure poverty and reduce 
the gap between rich and poor. The author 
estimates that Plan B requires an additional 
annual expenditure of $161 billion. He points 
out that the world is now spending $975 billion 
annually for military purposes. But if the 

additional money is to come from governments 
under present arrangements, then the financial 
beneficiaries will be the landowners not the 
dispossessed poor. 

Lester R. Brown, who is president of the 
Earth Policy Institute, seems never to have 
heard of Henry George or land value taxation. 
Unless he can write georgist economics into 
Plan B3.0 we shall not be able to solve the 
fundamental problems that will undermine all 
his ecological and environmental proposals. 
L&L 

Lester R. Brown: Plan B2.0 published by 
WW Norton & Co. ISBN 0 3933283 1 7 

The author's organisation has concerns similar 
to the US-based Earthrights Institute to which 
the editor directs him: www.earthrights.net 
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book reviews 

An essential and enduring gift: 
Henry George's legacy in 
economic thought 
Dr Alexandra Hardie reviews a book which maps out how 
the thinkers who came after George developed his ideas 

This overview of Henry George's 
significant contribution to modern 
economics is in the form of eleven essays, 
each dealing with a particular aspect of the 
topic. The book is divided into three parts: 
historical background, theoretical issues 
and current debates. 

Of the contributors - twelve members of 
faculty of economics departments around 
the world - seven are based in Australia. 
Compared with England, Scotland or Ireland 
- countries that Henry George visited several 
times, giving numerous speeches, yet having 
little immediate or lasting impact on policy 
- in Australia, the georgist message was 
accepted early on, and stuck. 

The book's editor John Laurent describes 
how Henry George and his Australian-
born wife, Annie, were warmly received 
in Australia on a lecture tour in 1890. 
Many leading Australians at the time were 
influenced by George's views, which chimed 
with national economic concerns - such as the 
need for agricultural efficiency. Land value 
taxes based on what George advocated were 
introduced in Australia. Up until 1952 such 
taxes were charged at all federal, state and 
local levels. However, the rates at which they 
were charged were relatively low. 

The last chapter of the book, by Philip D 
Day, reviews the current situation in 
Australia and shows how, even now, the 
Australian tax system is influenced by 
georgist views. He remarks, however, that 
this fact is not well known. Day reflects 
on the problem which faces anyone who 
has been persuaded of georgist views. "For 
reformers," he says, "the essential practical 
target is the pervasive mindset, inadequately 
confronted by the Georgist movement, 
which so obdurately resists implementation 
of the logically irrefutable." 

In the historical part of the book, Erin 
McLaughlin-Jenkins discusses the person 
of one particularly obdurate opponent of 
Henry George - Thomas Henry Huxley, 
'Darwin's Dragon'. John Laurent shows how 
Henry George's ideas were influenced by 
the evolutionary theories of his times. These 
theories, with their emphasis on the struggle 

for survival, had been inspired by the writings 
of Malthus. George, however, did not agree 
with Malthus over his concern about the 
limits of human population. George argued 
that human beings could use their intelligence 
to produce as much food as was needed. 

Lawrence S Moss's examination of the 
'Henry George Theorem' will repay careful 
reading. The Theorem was the work not of 
Henry George but of academic economists, 
from the 1970s onwards, who were influenced 
by georgist ideas. The Theorem shows how, 

The Henry George 
Theorem shows 
how, given a 
suitable land value 
tax, infrastructure 
improvements can 
be paid for out of 
the enhanced land 
values that arise 
directly from these 
improvements. 

to put it simply, given a suitable land value 
tax, infrastructure improvements can be paid 
for out of the enhanced land values that arise 
directly from those improvements. 

The chapter by Terry Dwyer also considers 
infrastructure investment. It shows how 
georgist ideas can be used to counter the 
view, widely held at the present time, that 
the privatisation of natural monopolies 
is justifiable, even in the absence of firm 
regulation. Dwyer shows how the private 
sector can be encouraged to provide 
infrastructure even if it does not enjoy 
monopoly benefits. 

What land ownership would mean if land 
values were to be taxed is dealt with by John 
Pullen: in effect, he argues, the result would 

be a kind of restricted ownership. Elsewhere 
Pullen sets out how to deal with objections to 
land value taxation. For instance, the problem 
of the 'land-rich-and-income-poor', which 
he deals with, is nearly always raised in any 
discussion of georgist ideas. (One might 
imagine that all land is owned by poverty-
stricken elderly widows!) His subject is well-
worthy of the attention he gives it. 

Those two contributions by John Pullen are 
particularly useful. 

The breadth of coverage in this book is 
impressive. It ranges from a chapter by 
Rob Knowles on Leo Tolstoy's response 
to the writings of Henry George; through a 
chapter by Frank Stilwell and Kirrily Jordan 
on land taxes in Australia (which provides 
fascinating statistics on land values and on 
revenues from land taxes); to an equally 
interesting chapter (particularly from this 
reviewer's Scottish viewpoint) by Warren 
J Samuels, Kirk D Johnson and Marianne 
E Johnson, on the response by the Duke of 
Argyll to the arguments of Henry George. 

A useful feature of this book is the 
provision of extensive bibliographies by the 
authors. Even someone well versed in this 
literature will find useful the lists provided 
here of material published on georgist themes. 

John Laurent and his contributors have 
chartered the essential and enduring gift 
that is Henry George's legacy in economic 
thought. L&L 

John Laurent, ed: 
Henry George's 
Legacy in Economic 
Thought published by 
Edward Elgar. ISBN 
1 8437688 5 2 
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fresh thinking 

Scotland's future - a dead loss? 
In their second submission to the Scottish Local Government Finance Review, Fred Harrison and Peter 
Gibb set out something of the bigger picture for fiscal reform 

salary earners, deadweight losses within the 
economy would be reduced. £189m is the 
additional wealth and welfare that would 
accrue to Scotland as a result of reducing in 
this way the damage that is currently inflicted 
on the national economy by Income Tax. 

Using the Treasury's SOCEF measure, 
the deadweight loss of the current system of 
Council Tax and Non-Domestic Rates, alone, 
is estimated to be in the region of £569m. 
This is the opportunity cost to the Scottish 
economy of a halted evolution of its system 
of local government finance. 

And the introduction of Local Income 
Tax, as some are advocating, would only 
further increase the deadweight burden on the 
Scottish economy caused by local taxation, 
to around £948m. These last two figures are 
likely to under-state the detrimental impact of 
LIT, as we discuss later. 

Scotland's fiscal contribution to 
Exchequer revenue is £31.4bn. It would 
not be correct to claim that 30% of this 
sum is a measure of the deadweight losses 
suffered by Scotland (£9.4bn). The total 
includes revenue from Council Tax and 
Non-Domestic Rates (£3.16bn). Some of 
this revenue is derived from the site-value 
of residential and commercial property. This 
sum, therefore, needs to be deducted from 
the contribution to the exchequer, to estimate 
the total loss of wealth and welfare. We also 
need to exclude revenue raised by local 

domest ic Rate 
femd values 

Most conventional taxes impose a ceiling 
on economic growth. Wealth and welfare 
are damaged by the disincentive effects of 
taxes on earned incomes, on investments, 
and on people's savings. These taxes impose 
an 'excess burden' which inflict 'deadweight 
losses' on the wider economy. The UK 
Treasury's term for this loss of wealth and 

welfare is the 'Social Opportunity Cost of 
Exchequer Funds' (SOCEF). The measure 
of SOCEF which the Treasury uses is thirty 
pence in the pound. In other words, in the 
Treasury's own opinion and calculations, for 
every pound which it raises through a 'bad' 
tax, there is a loss of wealth and welfare 
to the wider economy of thirty pence that 
would otherwise have been enjoyed by 
people in Scotland. 

This means, for instance, that the Scottish 
economy loses - every year - £2.25 bn 
as a result of the £7.5bn raised from its 
citizens by means of Income Tax. Scottish 
people contribute £5.2bn to the national 
exchequer through VAT and Social Security 
contributions. This means there is a further 
loss of £1.6bn to the wealth and welfare of 
Scotland. Corporation and other tax revenues 

(excluding North Sea oil) also contribute 
£5.2bn, which delivers a further deadweight 
loss of £1.6bn. 

These five categories of taxation, therefore, 
deprive the people of Scotland, every year, of 
wealth and welfare equal to almost five and a 
half billion pounds. 

If Scotland's revenue was raised with 
the aid of public 
charges on the rental 
value of land, the 
economy would be 
free of deadweight 
losses. The academic 
literature is replete 

with assurances that revenue collected from 
rents does not distort economic incentives. 
In other words, as Adam Smith noted in The 
Wealth of Nations, land value is "a peculiarly 
suitable" source of public revenue. 

Consider, for example, what would happen 
if the Scottish Parliament exercised its 
powers to vary the basic rate of Income Tax 
by up to three pence. Decreasing the rate 
by that amount would reduce revenue from 
this source by £630m. To maintain public 
services, the sum could be raised instead 
by increasing the revenue collected from 
the rental value of land. The total tax take 
would remain the same. But this would not 
be a revenue 'neutral' shift. By reducing the 
Income Tax burden on Scottish wage and 

The opportunity cost to the Scott ish 
economy of fai l ing to evolve our 
system of public f inance is massive 
and ongoing 
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h an evolution of the current 
system is the only policy option 
before the Review which delivers the 
economic 
of referend 

authorities from sales, fees and charges 
(£ 1.96b), which do not entail an excess 
burden. Local governments also receive 
sums (such 
as from sales 
of fixed 
assets) that 
do not entail 
an excess 
burden. 

For 
illustrative 
purposes 
- and allowing for the deficiencies in 
the data - we assume that about £5bn 
raised by local government is free of 
excess burden. This means that Scotland 
contributes £26.4bn to the Exchequer by 
means of fiscal instruments that damage 
its economy. The SOCEF of this sum is 
£7.92bn. In other words, if all the 'bad' 
taxes were replaced, Scotland would be 
better off by about £8bn, year in, year out. 

This £8bn in foregone wealth and 
welfare is the measure of the test that 
challenges the ongoing work of the Scottish 
Local Government Finance Review. 

Can the people of Scotland afford 
to abandon the sum of £8bn this year 
- and another £8bn next year, and yet 
another £8bn the year after? How many 
additional schools and hospitals could 
be funded by the public sector's share of 
windfall gains from tax reform? 

Does any alternative tax reform 
deliver additional benefits of this 
magnitude? In fact, competing 
proposals, such as Local Income Tax, 
would increase deadweight losses. By 
eliminating Council Tax and Non-
domestic Rates, the direct charge on 
site values would be diminished; so the 
excess burden again would be increased. 

The empirical evidence leaves no 
doubt that site-value-based revenue is 
feasible at both the local or national 
levels. For an insight into how one state 
administration employs site-value tax, 
we recommend a visit to the New South 
Wales Valuer-General's website www. 
lands.nsw.gov.au. This Australian state's 
Land Tax (instituted in 1917) is fully 
explained on-line. Property owners can 
access a page that provides a land tax 
calculator and the downloadable Land 
Tax Information Booklet, which gives a 
full account of how valuations are made, 
how to lodge appeals against a valuation, 
and so on. 

The practical nature of the 'Rent-
as-Public-Revenue' policy cannot be 
seriously challenged. Should anyone 

wish to take evidence from a European 
Union member that has employed Land 
Tax for eighty years, we recommend a 

h sought by its terms 

by taxes that distort economic activity. 
However many distinguished economists 
report, in their academic literature, that 
the deadweight losses exceed such a 
measure by a considerable factor. One 
US professor of economics, Nicolaus 
Tideman, has specialised in measuring 
the impact of the shift from the 'bad' 
taxes to revenue derived from land rents. 
In his judgement, the loss of wealth and 
welfare is in fact closer to £2 for every 
£1 raised by harmful taxes. 

The true scale of the fiscal damage 
inflicted on Scotland by its present 
systems of local and national taxation 
is actually considerably higher than 
the estimates that we have suggested 
above. Those charged with reviewing 
the present arrangements for paying for 
local public services and infrastructure 
may wish to take this matter into account 
when it formulates its recommendations 
to the Scottish Executive. L&L 

research trip to Copenhagen. There it 
will be discovered that appeals against 
land valuations for tax purposes are well 
below those directed at the Council Tax 
or its predecessor in the UK, the rating 
system. (We cite these examples not 
because we recommend the tax rates 
being used - which are inappropriately 
low, thereby depriving people of the 
potential social and economic benefits 
- but to demonstrate empirically the 
practicality of site-values-only as a 
revenue 
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the Treasury's preferred measure of 
SOCEF: the loss of thirty pence-worth 
of wealth and welfare for every £ raised 
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le t ter to 
the editor 

Sir, 

I read the article 'The New Council Tax' 
(L&L 1214) and believe that we will not sell 
land value taxation to the public unless there 
is built into the proposal a way of helping 
those who are in need. 

The public is familiar with a plethora of 
benefits for those who cannot work, those in 
want of work and even those in work on low 
incomes. They will expect something similar 
in any direct tax policy. Explaining the 
benefits on their own will not sell it. People 
are used to a safety net being in place. 

I suggest HGF tries to develop an off-
the-peg policy for this perceived problem. 
One which could perhaps be phased out or 
just left unchanged and eroded by inflation. 
I do not believe people will accept the idea 
that the council would automatically take 
an interest in a property if the owner was 
unable to pay. 

At present people who rent can get 
financial help if they are poor. It should 
be similar for those who own or are asked 
to pay a land value tax. Any scheme of 
assistance should be kept at a level based 
on a very modest property, or perhaps 
a minimum allowance, so that those in 
homes which are too large for them are 
forced to consider trading down into 
something smaller. 

John James, 
Washford, Somerset, UK 

diary 

22nd to 23"1 February 2006, London 
Conference Regenex 2006 -
Delivering Sustainable Communities 
Labour Land Campaign will host a day-long 
seminar on the 23rd with several leading land 
reform speakers - go to www.regenex.co.uk 

15lh March 2006, London 
Seminar Housing Affordability: Tackling 
the Causes Not the Symptoms 
Land Research Trust Director Fred Harrison 
is among the speakers -
go to www.thewaterfront.co.uk 

15th to 16lh March 2006, Morris, Illinois 
Illinois Land Values Conference 
Sponsored by the Illinois Society of 
Professional Farm Managers and Rural 
Appraisers and the Illinois chapter of the 
Realtors Land Institute - go to www.ilfb.org 

4,h April 2006, London 
Conference How Affordable Housing Can 
Add Value to Residential Developments 
Toby Lloyd, former HGF deputy chief 
executive, will be among the speakers -
go to www.thewaterfront.co.uk 

2nd to 8,h July 2006, London 
25,h International Conference of the IU 
See front page news item -
go to www.EconomicsofAbundance.info 

21s' to 24,b September 2006, Chicago 
2nd Annual AMI Monetary 
Reform Conference 
Among the speakers will be Steven 
Bohnsack, Dr Nicolaus Tideman and Dan 
Sullivan - go to www.monetary.org 
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China news 
w h a t w a y reform? 
The Chinese authorities are putting in place 
reforms to combat problems caused by 
rampant economic growth. The Ministry of 
Land and Resources has issued a directive 
that from January Is' it will massively raise 
land fees and taxes in an attempt to reign back 
"runaway investment". Land use fees for new 
construction projects will double and the tax 
on the use of urban land will triple. 

The plans are part of a series of measures the 
government hopes will address the country's 
emerging new land issues. Objectives are to 
protect arable land and the farmers who live 
and work on it, discourage land abuse and 
corruption, and curb speculation in the "super 
hot" fixed-assets market. 

More broadly the moves are a response 
to concerns over the country's burgeoning 
economy. China posted economic growth of 
10.9% in the first half of 2006 - on the back 
of a 30% growth in fixed asset investment. 

The land proposals are aimed at helping 
cool the economy. According to the People's 
Bank of China the country's overheated real 
estate market soared by 24.3% in the first three 
quarters of 2006. Boosted household income is 
encouraging homeownership. China Economic 
Review reports investment in commodity 
residential housing up 29.5% in that period. 

But according to the China Daily, real estate 
watchers believe the plan to slow investment 
in fixed assets may have little impact on the 
country's burgeoning property market. Experts 
warn success will lie in the policy detail. 

China's challenge is seen as the design and 
implementation of a taxation system the equal 
of the economic, political, environmental and 
social challenges it now faces. 

SLGFR news 
a fairer w a y 
The Scottish Local Government Finance Review 
has published its final report. The Inquiry's 
English equivalent, the ongoing Lyons Review, 
lies still where it's been kicked by Tony Blair, in 
the political long grass. 

The Scottish report - A Fairer Way - may itself 
come to nothing. In a seeming knee-jerk reaction, 
its conclusions have already been rejected out 
of hand by the Scottish government. The report 
makes 19 broad-ranging recommendations for 
reform, including a new Local Property Tax (LPT) 
to replace Council Tax, based on the capital value 
of homes. But First Minister Jack McConnell said 
he "wouldn't give the time of day" to the report. 

The publication is the result of a two and a 
half year consultation and review process. The 
independent inquiry was set up by the Scottish 
Executive to look at local taxation for Scotland, 
and to make recommendations for reform. The 
Review Committee is headed by Sir Peter Burt, 
former chairman of the Bank of Scotland. 

The group's remit explicitly included land 
value taxation. The Henry George Foundation 
sat as expert witness to the review and presented 
written and oral evidence. The Foundation set 
out arguments to the Committee in support of 
'evolving' Council Tax to base it on land values. 
At the Inquiry's invitation, the team also prepared 
A Note of Advice in response to some specific 
questions raised. The Foundation's team included 
Professor Roger Sandi lands from Strathclyde 
University, Fred Harrison from the Land Research 
Trust, and Peter Gibb. Key parts of HGF's 
evidence are published or referenced within 
the report. The Scottish Green Party also gave 
evidence in support of land-value based reform. 

The Committee's report summarises its 
conclusions on land value reform in three points. It 
presents two points against and one for the proposal. 

Firstly - against - the Committee concluded that 
"although land value taxation meets a number of 
our criteria, we question whether the public would 
accept the upheaval involved in radical reform of 
this nature, unless they could clearly (cont. over) 

since 1894 

HGF n e w s 
l ibrary group 
The Henry George Foundation has set up a 
working Library Group. It meets at 2pm on 
Fridays at 11 Mandeville Place, London - or 
earlier for lunch. The Group will provide a 
programme of social and educational activities 
to promote an understanding of economic and 
social principles, policies and practices needed to 
promote the welfare of all people. Meetings are 
expected to include lunches with speakers, visits 
and films, talks and study or discussion sessions. 

The Foundation will provide an environment 
in which mainstream students and teachers 
are encouraged to engage in dialogue with 
Foundation members, and explore the ideas of 
Henry George and like-minded thinkers. 

The Foundation's current executive capacity is 
entirely on a volunteer basis. So the Group is an 
opportunity for volunteers to meet and undertake 
tasks useful to the Foundation's purposes. 

To join in the Library Group just turn up 
any Friday, or for further information speak 
to David Triggs — phone him at the office, or 
email d.triggs@henrygeorgefoundation.org 

conference 
Over eighty delegates recently took part in the 
one day conference Progress without Poverty 
- Can Taxation Support Progress? Joint hosts 
for the day were the Henry George Foundation, 
the School of Economic Science and the 
Professional Land Reform Group. 

The conference explored how economic 
potential could be released by removing the 
deadweight losses associated with current 
taxation. Speakers described how modifications 
to the tax system could help reduce social 
tensions, promote economic justice and create 
sustainable wealth. Speakers included David 
Triggs (Chair HGF) Dave Wetzel (Vice Chair 
TfL), Ian Mason (Head of Economics SES), 
and Chris Huhne (LibDem MP for Eastleigh). 
Heather Wetzel case studied Harrisburg, 
Pennsylvania, a US jurisdiction pursuing land 
value taxation-orientated policies. 
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goodbye to golden 
chariots 
Thorkil Sohn on why 
justice pays 

CHINA 
land and tax 
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breaking ground 
Dot mobi 
' landrush' 
Leading British internet domain registrar 
UKreg is inviting customers to preorder 
their new dot mobi domain. The 
invitation describes the opportunity as 
a "landrush", and urges users to "stake 
their claim". 

Internet top level domains like .com, 
.co.uk, or the new .mobi for mobile 
internet services, set the boundaries for 
owning unique domains on the net. 

A fairer w a y 
(cont.from p. I) understand the nature of 
the change and the benefits involved." 
This point is a straightforward recognition 
of the principle task ahead for reformers 
today, all around the world. 

Secondly - also against - the 
Committee believed that the public 
was eager for tax reform, and wanted it 
now. The public would not look kindly 
on delay, or on being treated as guinea 
pigs, it argued. The Committee noted 
that "commentators who advocate the 
introduction of a land value tax have 
suggested that it should be introduced 
initially in pilot form". No evidence was 
presented to the Committee in support of 
that approach, either by the Foundation 
or by other witnesses. However the 
Committee's report does reference its 
source: a research paper from the Lincoln 
Foundation - A Blueprint for Smart Tax in 
Britain by Tony Vickers, one-time CEO 
of the Henry George Foundation. The 
Committee was sceptical of the plan. It 
doubted whether the public would "accept 
a situation where reform to local taxation 
was delayed in order to allow details of a 
replacement scheme to be tested by pilot 
schemes". This point is at the very least a 
challenge to UK strategists for reform. 

The Committee's third point in its 
summary is a positive one. "We considered 
at length the many positive features of a 
land value tax" the report states. Many of 
those features it concludes "are consistent 
with our recommended local property tax 
[LPT] particularly its progressive nature." 
However, evidentially, in the judgement of 
the committee, these positive features were 
outweighed by the points against. 

"Having considered both rateable value 
and land value as the basis for taxation" 
the Committee concludes, "we concur with 
Layfield [UK Committee of Inquiry. 1976)] 
who recommended that any local property 
tax should be based on capital values." 
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Ricardo's Law 
by Fred Harrison 
Ed Dodson reflects 

Fred Harrison 
is championing 
an aggressive 
campaign. 
His new book 
Ricardo's Law 
takes no prisoners 
as he examines 
the actions, 
motivations and 
indecisions of 
nearly everyone 
who has held 
power or is in 
power today. 
For reformers 
this strategy 
is, of course, a 
gamble. On the 
other hand, even 
political scientists 
acknowledge that 
the way public 
policies are 
changed in social 
democracies is 
best described 
as "disjointed 
incrementalism." 

I have no 
idea whether 
Harrison's attack 
on conventional 
wisdom and a 
thousand years 
of entrenched 

privilege will register. But. I do share 
his sense of urgency. I live in a country 
that must raise $500 billion annually 
just to service the Federal government 
debt, and where the Republicans 
(assisted by some Democrats) have 
orchestrated what is likely history's 
largest shift in tax burden onto 
producers. Greed, ostentatious display 
of personal wealth, and conspicuous 
consumption are put forward as 
fundamental rights. If I could figure out 
how to get a public audience to listen. I 
would be joining Harrison to damn this 
sham of a democracy. Mostly, I behave 
myself and wait for the inevitable 
implosion that is sure to come. L&L 

see also forthcoming 
books on the back page 
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fresh thinking 
Justice pays 
progress towards justice benefits everyone, even those 
formerly advantaged by injustice, argues Thorkil Sohn 
Kaj Munk, the poet priest and outspoken 
debater, who was shot in January 1944 by 
Danish collaborators on the instructions of 
the German occupation forces, said in his 
last sermon - "Justice is not only right - it 
even pays." 

We feel that Munk is onto something 
important. In these words he touches upon 
something central to human nature. As 
a rule, when our highest concern is the 
organisation of society, the only question we 
are permitted to ask is "is it right"? We are 
not really allowed to ask if it pays. But in 
reality what is right is also what best pays. 

Of course we often debate what is 
justice. But when it comes to the basic 
things we are seldom in any real doubt. We 
have an instinctive sense of what is right. 
It soon came to be clear that Abraham 
Lincoln was right when he claimed that 
slavery was a terrible injustice. It soon 
came to be clear that Nelson Mandela was 
right when he demanded electoral law as 
'one person - one vote'. 

The history of human progress is, in 
a way, identical with the history of the 
progress of justice. An advance in justice 
is not only a spiritual progress, it is also a 
material progress. 

When the great peasant reforms in 
Denmark - the abolition of serfdom, the 
move away from copyholding to self 
ownership, the enclosure movement, 
and so on - were implemented in the 
late 1700s. there was progress injustice. 
The landlords who had profited from 
the earlier unjust arrangements were, of 
course, at the time very much against the 
reforms. (Although it should be noted 
that Reventlow and Bernstorff and other 
progressive officials, 
who 
engineered 
the reforms, 
were 
landlords 
themselves.) 

But in 
fact it was 
not only | 
the peasants 
who were 
to gain from 
the reforms, 
but also the 
landlords. 

One could look at it in this way: a 
small upper class can, under an unjust 
system, live in great wealth, even though 
the general population is poor and 
downtrodden. Before the peasant reforms 
the landlords could ride around on rough 
roads in fine gold chariots. But when 
justice let the progressive forces free, a 
new development started. It has brought 
us to the point where any of us may drive 
a car on a fine motorway. 

is gain. And that we who make money 
without effort are, in a way, stealing - we 
are letting others work for us for free. 

But today the homeowners defend 
themselves. And we do this for two 
reasons. Because, firstly, the case is 
not straightforward. People who make 
windfall gains through their house have 
indeed invested their money in their 
property. Why should they not enjoy the 
benefits? & . 

Before the peasant reforms the 
landlords could ride around on rough 
roads in fine gold chariots. But when 
justice let the progressive forces free, 
a new development started 

I know that it was not the peasant 
reforms alone that brought the social 
foundations for the inventions behind 
the car and the development of our 
motorway network. There were 
contributions from many subsequent 
movements for justice - such as those 
for democracy, parliamentarism, more 
free trade, etc. Still we can say that 
if our ancestors had not achieved the 
peasant reforms then the landlords could 
probably still be riding around on terrible 
roads in golden chariots. 

But we see that the progress to justice 
also gave them cars and good roads 
- and also things like hospitals so they 
do not die at 35. We see that even those 
who 'lose' their privileges come to gain, 
in the long run, much more than they 
lose - in broad terms, and certainly in 

intergenerational terms. 
In modern Denmark the 

thing which seems to me a 
most obvious injustice is the 
fact that — as all through the 
West — homeowners can earn 
enormous sums while they sleep 
in their beds. Windfall gains 
from properties abound. Do we 
not instinctively sense that it 
is not right that someone can 
earn more from simply owning 
property than others can earn 
from working? 

We sense that it is most just 
that there is pain where there 

A similar argument was used to defend 
slavery. The owners did after all buy 
and pay for the slaves. And then, what 
about the poor slave owning widow: all 
she owns in the world is her two slaves: 
would it be justice to take her only 
supporting assets from her? 

The second reason for the strong 
defence is that, at the beginning of 
the 21" century, so many of us indeed 
make money from such windfall gains. 
And even if homeowners can see that it 
cannot be entirely fair that they become 
millionaires without moving a finger, it 
is still difficult for them to let the money 
go. Justice opposes its two old enemies 

• — selfishness and stupidity. 
But the circumstance will turn out 

just the same as the landlords with their 
golden chariots. If we can right the wrong 
that we can make money unjustly without 
deserving it — then even the wealthiest 
homeowners can win in the long run. 

The question of the enjoyment and 
sharing of the benefits of homeownership 
just needs to be thought through. We must 
pursue justice, and it will pay us all that 
we do so. The object can be formulated 
as simply as justice can always be 
formulated: thou shallt not steal. L&L 

Thorkil Sohn is a a jurist hut has been a 
teacher for most of his life. He was the 
Vice-President of the Danish Justice Party 
and in 2005 stood for election for the 
European Parliament. 
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le t ter to 
the editor 

Sir, 

Fred Harrison's article 'Georgism: a reality 
check' and John James' letter (L&L12I5) 
both prompted me to suggest that the 
solution to more effective promotion of 
georgism might lie in a better marketing 
approach. The classic marketing advice is: 
'sell the benefit'. In this case, find the most 
appealing thing that land value tax (lvt) 
could provide, and 'sell' that to the voters. 
My solution is a citizen's dividend (CD) 
paid to every member of the population - all 
ages - funded from lvt. This meets John 
James' safety-net point. Henry George in 
fact himself suggested the idea. 

Renters, who are generally the poorest 
among us, would benefit most. Many poor 
homeowners would also benefit, since their 
lvt charge would be covered by the CD. 
Other benefits through Ivt such as paying 
for infrastructure and reducing other taxes 
should follow on as soon as possible after 
the start of the CD payments. 

A citizen's dividend could be an amazing 
vote winner. (On the other hand, have you 
ever come across anyone whose vote was 
swayed by the setting up of Section 106 
agreements with developers, that enable 
community facilities to be funded?) 

A regular annual or monthly payment 
to every person, funded by lvt, would 
fairly transfer community inspired land 
value gains directly to the pockets of all. It 
could also start to transform our incredibly 
complex welfare system, bringing added 
efficiency savings. 

The Citizens Income Trust (www. 
citizensincometrust.org) is lobbying hard 
with highly detailed proposals for a CD. 
But supporters of Ivt need to be pressing 
them from their own angle. A flaw in the CD 
proposal — if it is paid without imposing lvt 
— could be that the already well off, finding 
themselves with extra cash from the CD, 
would use it to finance property purchases. 
This would give an added boost to land 
values, thus weakening the poverty-reducing 
purpose of a citizen's dividend. 

Charles Bazlinton, 
Alresford, Hampshire, UK 

forthcoming 
books 
Progress and Poverty a brand new edition 
of the political economy bestseller — edited 
and abridged for modern readers by 
Boh Drake, p/b 325 pp. ISBN 0-911312-98-6 
published by Robert Schalkenbach 
Foundation, November 2006 (UK) 
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US Vermont 
free lunch 
landowners get 
$33m dessert 
Owners of almost 2m acres of land in 
Vermont saved nearly $33m in local and 
state taxes in 2005, reports the Barre 
Montpelier Tunes Argus. As an incentive 
to preserve Vermont's rural nature, a tax 
programme is allowing land in the state 
to be taxed on its agricultural and forestry 
use-value. This generates lower tax bills for 
the owners than if properties were taxed at 
fair market value. The 'Current Use Program' 
offers landowners a valuation for tax purposes I 
based on the economic productive value of 
land rather than a market-based assesment 
- the traditional 'highest and best' use of the 
land. A 2007 revaluation is catalysing more H 
landowners across the state into joining up. ™ 

Landowners still enjoy rising capital 
values for their properties - what some 
commentators would call their 'free lunch'. 

"Towns don't lose out," says Program chief 
Bill Snow "because the legislature makes up the 
difference." What Mr Snow seems to have left out, 
however, is how the legislature will make up the 
shortfall. Milton Friedman said there ain't no such 
thing as a free lunch (meaning someone has to 
pay): the landowners' lunch - as always - is being 
paid for by other taxpayers. Non-landowners are 
subsidising the lifestyles of Vermont landowners. 
The Program is a $33m sweet dessert 

UK politics 
Labour tax policy 
change in sight 
Britain's Prime Minister to-be, Gordon Brown, 
may be positioning himself to pioneer a major 
shift in UK tax policy. Compass, a leading 
Labour think tank with links to current 

Brownite 
ministers has 
published 
a report 
which sets 
out a new 
approach 
for UK 
taxation. 

A New 
Political 
Economy 
calls for 
a lift in 
the total 
tax take 
from the 
present 
40% to t 

since 1894 

50% of GDP - pursuing the Scandinavian 
model. But most significantly, the report 
argues for the replacement of the current local 
Council Tax - levied on the whole value of 
property - with a full-on land value tax. 

The Compass report states that "in the 
longer term the aim should be to replace all 
property taxes (Council Tax, Business Rates, 
Stamp Duty) with a full annual land value tax 
levied on all owners of landed property". 

The report sees the move as an "important 
component" of environmental taxation, about 
which there is "rising public understanding". 

Mr Brown opened Compass's inaugural 
conference in 2004. The group's policy 
suggestions are expected to carry great 
weight as Brown lays out the course for his 
government. The tax shift could coincide with 
a 'democratic left' realignment of Labour. 

Speaking to The Guardian, Jon Trickett, 
Compass chairman, said: "With Labour 
politics currently in a state of flux and the 
party leadership in transition, there is a 
legitimate opportunity to re-examine our 
economic policies based on core values 
of equity, fair distribution, efficiency, an 
improved quality of life and a sustainable use 
of resources." 

Australia land tax 
political football 
Land taxes are once again a political football 
in Australia. Kicking off the Liberal Party's 
campaign for the 24lh March state election, New 
South Wales Opposition Leader Peter Debnam 
has promised to "fix NSW' by cutting land tax, 
reports The Village Voice. Some 130,000 families 
and small businesses would receive tax cuts 
under the AUS$400 million plan, to be funded 
by public sector cutbacks. 

South Africa 
the revolving door 
of reform 
South Africa's land reform programme is going 
full steam ahead, according to Agriculture and 
Land Affairs minister Lulu Xingwana. The 
reforms are likely to include the re-introduction 
of a land tax, especially for multiple landowners, 
says Business Brief, a Johannesburg daily. It is 
only three years since the land tax was abolished 
in RSA. "The urgency of accelerating land 
reform demands that we adopt a multi-faceted 
strategy," Xingwana told The Voice. 

Petrol 
bump 
Iraq and the global 
oil trade hiccup N Renting 

privilege 
The advantages we 
need to pay for 



break ing ground 
Making it up 
Well, they all say "they ain't makin' no 
more of it" - land, that is. But are you 
sure they're not? 

The World (capital 'W') is an 
archipelago of artificial islands shaped 
like the continents of the Earth. The World 
is under construction on the Persian Gulf, 
off the coast of Dubai. 

According to Wikipedia "The World 
will consist of 250 to 300 smaller private 
artificial islands" shaped like individual 
countries. While no man is an island, now 
he can buy his country in the form of one. 
Individual islands in The World will range 
from five to twenty acres. The developers 
say the average price for an island will be 
about US$25m. The first luxury home has 
already been completed. 

Wikipedia reports the whole project 
will cost US$1.8b. Someone somewhere 
is making more than US$4.45b from The 
World - simply by 'making it up'. 

Of course what they're actually 'making 
up' is not 'land'. In any case, that's not 
the important part of what's happening. 
The key to what is being achieved is the 
establishment of a valuable legal boundary 
of exclusion, that previously did not 
exist. Any old contractor can manage the 

- - V h * , 

The World 

subsequent 'land reclamation'- a simple 
technical affair of 'improvement' (such as 
the elevation of the dry surface level) to 
enable human day-to-day enjoyment of 
The World. 

Reformers have a tendency to think 
in terms of what most people call 
'land' - that is, ground. The World is 
a demonstration of why it is not 'land' 
- the firm stuff beneath our feet, or any 
'natural resources' associated - per 
se, which is the issue. Rather, it is the 
humanly-established legal rights which, 
overlapping, pertain over various reaches 
and attach to various legal creations. The 
question is not 'who owns the world?' 
but, 'what in any case do we allow 
'ownership' to mean?' 

The super-rich can live it up in The 
World. The rest of us need only the legal 
space in which to live. 

Academics round the world say 'Ivt' 
Academics around the world are 
increasingly recognising the virtues of a 
tax on land values. 

University of Missouri economics 
professor Dr Joe Haslag published in 
January a report for the St Louis-based 
Show Me Institute saying Kansas City 
should replace its earnings tax with a new 
tax on land. "A plot of land can't be moved. 
It is inherently valuable because of where it 
is located. In that sense, it's a fixed-quantity 
item. Economic theory strongly supports 
that you tax things that are inelastic," he said 
to the Kansas City Business Journal. 

At the same time, across the globe, 
Dr GS Bhalla, professor in the Dept. of 
Commerce and Business Management at 
Guru Nanak Dev University, Amritsar, was 
writing in the Punjab Newsline - "Taxing 
unearned income is preferable to taxing 
earned income" - proposing land value 
taxation as an element of a green tax 

reform scheme. "The tax shift to resource 
use and community generated land values 
will distribute income more fairly without 
dependence on income and business 
taxation. Taxing unearned income and not 
earned income will reduce the rich-poor 
gap since the rich are always in a better 
position to capture unearned or windfall 
income by their ability to hold assets that 
they do not have to consume." 

Meanwhile, in Grenada, Glenroy 
Blanchette, PAM party candidate, rails 
against the Land & House Tax: "Owners 
of starter homes (Half-a-Hog Head) would 
be required to pay the tax based on the 
market value of their property. There are 
some starter houses that are located close 
to upscale neighbourhoods. The market 
value of these properties would certainly 
have increased because of their location not 
because of financial investments for repairs 
or upgrade." [and...? Ed| 

letter 
from the 

editor 
What defines and limits our ability to pay? The phrase 
has come to define a nexus of twenty-first century 
Western political discourse. It is the shield held up 
whenever swords cross over 'property' taxation. 

We don't try to go out of the pub with an unpaid 
bill, perhaps leaving a penny on the counter saying 
'sorry, not able to pay more'. If we tried this we 
should expect a knock on the door from the girls and 
boys in blue. Neither does ability to pay come into 
supermarket shopping: we understand we have to 
exercise discretion in the aisles, and put no more into 
our trolleys than we can afford. 

Yet when it comes to 'public goods' our 
expectations of what we need to pay, for what we 
receive, seem to be different. We seem to feel free 
to enjoy privileged benefits from society and nature 
without qualms about having to pay for them. 
We seem happy to expect others to waive their 
equal rights to all that society makes available 
to us; and for them to pay the bill for us too. It 
wouldn't work in the supermarket. 

But the phrase is key in politics. From the 
left we might wonder who would dare seek 
oppose a tax proposal which met the test of 
'ability to pay'. From everywhere else, what 
political programme could be considered fair 
and worthy of support which failed that test? 
The 'ability to pay' has become the no. 1 
clause of our social contract - the delimitation 
of the individual's bond with the community. 

We can all pay for the advantages we 
receive from society. Policy must not make 
exceptions of all us. If we are not in a 
position to use those advantages then our 
systems of taxation must allow us space to 
defer or elect to pass on our liability. Ability 
to pay must be debunked as an excuse. In 
the deepest sense we all have the ability to 
pay for what we take. To say this is not to 
disregard the real exceptions. 

People who live in £l/4m homes and who 
do not earn a wage (all else being equal) 
do not lack ability to pay. They often lack 
willingness to pay - if not the audacity to 
dissemble. We all fail to confront the excuses. 
There are already private sector tools for 
creating revenue streams from property 
assets: the public sector needs a similar thing 
in its tax tool box. Ability should be assumed, 
indeed taken a priori: inability recognised for 
what it is - the exception - and one indeed to 
be assisted. Inability to pay must require an 
irrefutable demonstration of honest fact. 
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A killing in Iraq 
Jon Mendel and Peter Gibb consider Iraq and the global oil trade 

Writing in The Independent recently (7/1/07), 
Andrew Murray-Watson and Tim Webb have 
exposed clearer than ever how the West will "make 
a killing" on Iraqi oil wealth. They report that 
"Iraq's massive oil reserves, the third-largest in the 
world, are about to be thrown open for large-scale 
exploitation by Western oil companies." 

A controversial new law will make sure the 
value of Iraq's natural resources can now be 
recaptured by the West's monopoly capitalists. The 
rents of the oil fields will largely be lost for Iraq's 
national reconstruction and indigenous enterprise. 

The proposal is US government-sponsored. 
A draft of the new law has been seen by The 
Independent on Sunday. It would give the big 
Western oil companies, such as BP, Shell and 
Exxon advantageous "30-year contracts to 
extract Iraqi crude and allow the first large-scale 
operation of foreign oil interests in the country 
since the industry was nationalised in 1972." 

Murray-Watson and Webb point out that 
"the huge potential prizes for Western firms will 
give ammunition to critics who say the Iraq war 
was fought for oil." In a hole in Iraq, the Bush 
administration still appears to be digging for oil. 
The idea that this was 'war for oil' has helped make 
the US-led invasion unpopular in Iraq; passing 
laws which appear to verify this, and are drafted by 
the US, will only stir up additional anger. 

In a recent report with global perspective, 
commodities adviser InvestmentU describes 
seismic changes in the way world oil is now 
being traded. "Rapid economic expansion in 
Russia, India and, most importantly, China, has 
led the governments in these countries to review 
their traditional sources of oil, and to make 
substantial changes in the way they get it". In 
effect, as the world's reserves of crude draw 
down, the big users are turning their backs on 
the free market. 

"In the past" according to the report, "the 
world has relied on an open marketplace to set 
the price of energy. For decades, the NYMEX 
[New York Mercantile Exchange| has been the 
epicenter of energy trade. But China and India, 
in cooperation with a key supplier, Russia, have 
turned the tables by making bilateral agreements 
to lock in long-term supplies at set prices, or by 
forming consortiums to guarantee supply". 

Thus the emerging new global super-
economies learn fast from their predecessors 
when it comes to loading the economic dice: end-
of-an-era fear is breeding a new protectionism. 

An increasing number of commentators are 
beginning to argue that the invasion of Iraq is 
the US's government's own way of pursuing the 
same ends - characterising the Iraq war as trade 
carried on by other means. 

But for the national situation in Iraq there are a 
number of simple, relatively cheap measures that 
could quickly be taken to improve the functioning 
of Iraq's oil industry, and its public image. For 
example, one point emphasised by shocked 
interviewees on the BBC's recent Baghdad 
Billions documentary (Radio 4,9/1/07) is that 
Iraqi oil is still not metered properly. Such basic 
measures should be taken before there's even a 
need to think of more complex moves such as 
long-term oil extraction deals. 

There is also the issue of Iraqi 'sovereignty'. 
The state is currently nothing like a sovereign 
country in any conventional sense. In the midst 
of the current civil chaos it clearly lacks a 
monopoly of 'legitimate' force within its borders 
- in the Weberian sense. Elections held in Iraq 

analysis 

have, to put it mildly, been problematic, and 
the government is currently facing a number of 
violent challenges. If long-term deals are made 
under this Iraqi government, this could seriously 
limit the capacity of future governments to decide 
what to do with the state's resources - and thus 
further limit the capabilities of the Iraqi state. 

One more positive solution which has been 
suggested for Iraq is to use revenue from Iraqi oil 
to pay a 'resource dividend' to the Iraqi people 
- similar to the situation in Alaska. This idea has 
been adv anced by among others Ariel Cohen for 
The Heritage Foundation and Thomas Palley for 
Foreign Policy in Focus. Each Iraqi citizen would 
be given a regular payment drawn from Iraqi oil 
sales. This proposal could have several benefits: 

• it would provide extra income to Iraqi citizens, 
and boost the economy and help ameliorate 
poverty. 

• if Iraqis knew that they would benefit from oil 
revenues in a way that was clear and direct, 
attacks on oil infrastructure would become 
less popular, and calls for transparency and 
anti-corruption measures would be likely to 
become more insistent. 

• it would leave control of and income from oil 
in the hands of Iraqi citizens. There would be 
benefits from this in the short term and, if Iraq 
became more stable and decided to change the 
way oil is handled in the longer term, the Iraqis 
would be in a much better position to negotiate 
their terms with the oil companies. L&L 

Jon Mendel is pursuing a Doctorate in Political 
Geography at Durham University. 

Peter Gibb is Editor of Land&Liberty 



fresh th inking 

The rent of 
privi 
A privilege is the granting by 
government of an advantage to 
a third party. Privileges take many 
forms: concessions, authorisations, 
licences, patents, titles, exclusive rights and 
monopolies. Such grants enjoy the protection of 
government, without which privileges cannot 
exist. The privilege holder may call upon society's 
physical power of enforcement for assistance in 
the maintenance of their privilege. 

Privileges have value. They provide 
advantages to those who hold the privilege. Those 
advantages could be considered to have a rental 
value in the same way as does the exclusive 
right to the use of land. The annual value 
of the yielded advantages could be 
called the market-determined rent 
of the privilege. The capitalised 
amount of the rent of the privilege 
would determine its market price. V ^ H 

One category of privileges 
consists of those given because of 
the need for regulation of certain 
activities. These include exclusive 
rights to the use of - or trade in - natural 
resources, unique constructions, dangerous 
products and services, the supply and circulation 
of money, and the exertion of physical power. 

The existence of such privileges may benefit 
some people. But at the same time they restrict 
other people's activities. Because of this, 
most people dislike other people's privileges; 
whereas they would like to enjoy privileges 
that benefit their own interests. We can see that 
in competition, privileges give their holders 
advantages over the non-privilege holders. 

Privileges of this sort should be allowed 
to exist only if they are subject to specified 
conditions. The principal of these conditions 
should be payment to the public purse of the 
annual market-determined rent of the privilege: 
but there should be others. Privileges which are 
impractical to rent might continue to exist but 
only as public monopolies. 

Another category of arrangements might be 
called privileges, but are in fact rewards. These 
privileges might be given in return for services 
to the community, and should be looked upon 
as wages. In most existing tax systems these 

In the first of a series of 
articles, Ole Lefman sets 
out to identify some of the 
privileges commonly found 
in Western societies, and 
considers what we should 

do about them 

to exert physical power in the social realm 

such as 

d guard forces (law & order, civil emergency) 

• emergency preparedness for natural catastrophes 
Storm, earthquake, flooding). 

such as 

• utility installations (gas, electricity, water) 

• erecting, modifying and taking down large 
buildings, structures and scaffoldings. 

privileges burden the taxpayer; but they should be 
defrayed by the revenue of publicly collected rent 
of land and other privileges. Governments may 
feel tempted to give to veterans, public servants, 
or others, rewards for their services. Such 
practices save the expenses of the government in 
power; but it burdens incoming governments and 
should be abandoned. 

Privileges should be granted only for a short 
period. They should never endure longer than the 
lifetime of the original privilege holder. If they 
are transferred to another person they should 
always be conditional on the payment to the 
community of the rent. 

In the case that the government wants to 
terminate a recently granted privilege before 
the day fixed for termination, full compensation 
for the loss of due benefits should be paid (but 
never beyond the lifetime of the original holder 
of the privilege), in the same way as any other 
public expropriation. 

A further category of privileges is intellectual 
property rights. These are intended to protect the 
creator's rights to ideas. They protect the rights of 
inventors, composers, writers, designers, artists, 
and others to the value of their works - their 
inventions, compositions, writing, designs, art, 
and so on. They might be looked upon as rewards 
for bringing into existence their inventions. 
Intellectual property rights should not be given 
simply for being the first to apply for a patent over 
established knowledge, practice or use. 

Privileges should be granted only to 
individuals; they should not be given to 'legal 
persons' - companies, institutions or other 
organisations or entities. 

All privileges - including the exclusive rights 
to use a site of land - share the following features: 
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use natural resources 

such as 

(for residence, leisure, recreation 
rt, commercial, or any other u, 

and below sea level (fisning, 
farming and hunting places, and reso 
extraction areas) 

streaming, floating and falling water (for 
er and irrigation, and for transport of 
pie and goods) 

rbital space positions (for research, and 
collection or transmission of informatio 

electronic waves (for tra 
information) 

• scarce natural resources froiiri 
space (asteroid occurrences). 

f resh thinking 

RIVILEGES 
a privilege can grant 

exclusive rights 

1 commercial transport of passengers 

medical and chiropractic treatment 
1 lotteries, casinos, betting 

• public serving of intoxicating drinks and drugs 

• cremation and burying of corpses 

• exhaustion, letting out, or burying of polluting materials 

• disposal and incineration of refuse and waste 
materials 

• coining, printing and emission of money, and putting 
money into circulation. 

to use a unique construct ion on public domain 
that cannot or wil l not be duplicated and therefore 
funct ions economically in the way scarce natural 
occurrences do 

cables, wires, pipes and conduits passing through 
public domain (for instance for the transport of water, 
fuel, energy or information) 

roads, rails, tracks, bridges, tunnels, cables, and 
canals (for public transport of people and goods) 

watermills, locks, dams, and water storage facilities 

big power plants (hydro, nuclear, fossil fuel, 
renewables) 

• transportation terminals and interchanges (airports, 
stations) 

• air corridors and sea lanes (for transport of people 
and goods). 

to use up, pollute or destroy natural resources 

such as 

• deposits of raw materials, soil, air, water, silence, 
sunshine, darkness. 

V J 

• they cannot exist without the government's 
acceptance and protection. 

' they take what they are able to take but 
cannot take more than the market determines 
- less is left as wages and interest to the 
active producers. 

1 they 'eat from each other': what one takes 
more of, the others are left with less of. When 
the volume of privileges grows, the rent the 
landowners are able to pick up shrinks. 

Titles to land usually provide for the 
landholder's values-in-use and values-in-
exchange. Other exclusive rights - beyond 
exclusive rights to use landed properties 
- usually provide for their holders another 
advantage: the ability to claim extra profits 
- the privilege profits - raising the price they 
would have been able to charge for the goods or 
services they deliver to their customers, had they 
not held the privilege. 

The classical economists pointed out that the 
returns of all productive activity is shared as 
the wages to labour, the interest (of productive 
investments) to capital, and the rent of land. The 
rent of privileges is an element of the last of 
these. L&L 

Ole Lefmann was Deputy President of the IU 
1993-2001, since when he has served as the 
Union's Honourable Assistant Secretary. 
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The consistent truth 
Ed Dodson places Fred Harrison's latest work in the context of a long and noble struggle 

Although there is consistent truth in the 
statement, 'history is written by the victors,' the 
voices of critics now and again emerge from the 
wilderness. In two instances, those of Thomas 
Paine and Henry George, the path they chose 
was journalism. Their writings ignited the moral 
conscience of people from all walks of life. 
What made their contributions extraordinary was 
the pursuit of truth without regard to what might 
happen to them in their own lives. 

With his most recent book, Ricardo's 
Law, journalist Fred Harrison adds his voice 
to the moral crusade to which Paine and 
George devoted themselves. He does so with 
the advantage of an even deeper historical 
perspective. Paine's efforts helped to secure the 
future of republican governance and democratic 
processes. George and his supporters formed 
the Progressive vanguard fighting for an end 
to monopoly privilege: tragically, they failed. 
Harrison describes the injustices that so troubled 
Paine and George, and provides a 'take no 
prisoners' analysis of the subsequent failed 
efforts by central planners and so-called free 
market proponents to solve the problems of 
wealth concentration and generational poverty. 

Harrison resurrects the land question in 
Ricardo's Law as the most important societal 
issue yet to be addressed. For a long time now, 
the safety valve of empty lands to which the 
landless could migrate has been closed. Armed 
with the data produced by government and other 
experts, Harrison's analysis challenges a long list 
of conventional wisdoms. 

a degree of moral integrity few of the world's 
political leaders display. His challenge to them is 
direct: "They bear personal responsibility for the 
expectations they create when they seek power." 

The British people secured through long 
struggle only the form and not the substance 
of democracy. Landed privilege was firmly 
established by Magna Carta and has never lost 
its grip on the people of Britain, who must still 
produce wealth in order to satisfy the demands 
of those who control the nation's landed assets. 
This has been accomplished by what Harrison 
describes as a complex "social process" that 
"survives by co-opting people into exploiting 
themselves." Despite periods when political 
power was wrestled from conservativism, 
only the appearance of reform occurred. In 
the process, writes Harrison, "the intellectual 
landscape has been so distorted that rational 
people are co-opted into abusing their welfare." 
Faith in experts, in the professionals, to come 
up with measures to solve societal problems has 
replaced citizenship. 

With this as his perspective, Harrison goes on 
to detail what he calls "the tax clawback scam" 
that perpetrates ongoing injustice to Britain's 
wealth producers to the benefit of the landed. 
This continues to occur, in part, because those 
with great personal wealth disproportionately 
influence government policies and programs. 
They are aided by experts guided by "a one-
dimensional model of income distribution" that 
fails to "explain how income on the bottom 
rungs is transmitted to the top." Reform (ie, 

So how does the land question affect you today? It depends on whether you 
are a homeowner, a pr iv i leged member of the new urban landed class - or a 
renter or would-be ' f i rst- t ime-buyer ' excluded f rom owning your own home by 
the in iqui tous present system. The land question is the societal quest ion. 

Paine had joined the best of his age's 
moral philosophers in calling for the public 
collection of 'ground rents' to cover the costs of 
government and provide an income supplement 
to many citizens. Henry George described 
how market dynamics determine the amount 
of ground rents available for public collection. 
Harrison agrees, writing: "The theory of land 
rent provides the single most illuminating way to 
track the dynamics of the enterprise economy." 
Acting on this knowledge, however, requires 

just law) will come only when the public "fully 
comprehend[s] the forces ... at work."This 
understanding, Harrison asserts, is to be found in 
"the economic logic of Ricardo's Law." 

Ricardo described what he saw operating in the 
real world. Harrison does this as well, from the 
perspective of the moral philosopher as historian 
and economic analyst. Harrison resurrects rent as 
"a surplus" - as "what is left after paying people's 
wages and the costs of using capital equipment, 
the raw material and all the other inputs of an 

enterprise." For the producer (or, more accurately, 
the potential producer), rent is what "an enterprise 
(or an individual) can hand over for the use of 
land." That is, hand over and still remain in 
business or subsist. 

Harrrison's message is that rent is a societal 
fund, not individual property. "Rent is the 
price we pay to participate as paid-up members 
of civilisation," declares Harrison. Yet, this 
principle was systematically removed from 
our code of moral principles by generations of 
powerful, landed interests. By reintroducing 
Ricardo's Law to a modern audience, Harrison 
offers a clear explanation of how entrenched 
privilege guarantees that many among us have 
no opportunity to reach their full potential as 
human beings. Harrison's solution is similarly 
straightforward: "The lesson is this. Ricardo's 
Law delivers the best results when people 
locate their behavior in a code of practice that 
secures their freedoms. This means that rent 
should be made available to the community 
through a market-based pricing mechanism that 
is efficient, one that does not deprive people of 
their earnings, and which requires everyone to 
pay their way in life." 

So ingrained into conventional wisdom 
is the idea that the state must counter market 
tendencies with poverty-mitigation programs 
and policies, that Harrison has devoted a 
considerable portion of Ricardo's Law to an 
explanation of why this approach has not and 
cannot work. He provides extensive data from 
government and other sources to make his case. 
His tale is one of betrayal and of lost equality of 
opportunity, of the lost promise of democracy: 
"People thought that, when the property 
qualification attached to the right to vote was 
abolished, democracy would unite the nation. 
In fact, it has been appropriated as a device 
to legitimate the continued disuniting of the 
population between taxpayers and the owners 
whose land captures the windfall gains." 

Land hunger drove millions of people to 
make the dangerous passage across the oceans to 
the Americas. Over the course of three centuries, 
those who came from the Old World gradually 
displaced or decimated the tribal societies of 
First Americans who occupied the continent 
for thousands of years. Such a huge, and 
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resource-rich continent provided the oppressive 
Old World regimes with a safety-valve, or 
what Harrison describes as "a continental-wide 
bolthole to freedom." At least for a time. "When 
the land ran out in the 1890s," writes Harrison, 

"the land of plenty turned into a hell of poverty." 
The poverty that plagued the Old World had 
arisen with an equal vengeance in the New 
World cities established by the descendants of 
the first Old World migrants. Of course, the land 
did not actually "run out" in a literal sense; the 
commons (i.e., the public domain) was given 
away to the railroads, to politicians and their 
close friends, to land speculators, and to settlers. 
The process began even before the United States 
had a written Constitution. Territory needed to 
be occupied, surveyed, subdued and subjected 
to governance - as quickly as this could be 
accomplished. Sales of public lands allowed the 
Federal government to keep taxes on US citizens 
- on commerce and on landholdings - low, at 
least until the crisis of the 1860s brought on the 
enormous costs of civil war. From this point on, 
the Federal government was constantly in search 
of additional sources of revenue. And, of course, 
the wealthy utilised all their influence over the 
political process to ensure the burden of taxation 
would be felt most deeply by others. 

Harrison did not have the space in Ricardo's 
Law to explore US economic and social history. 
He reviews key indicators of individual well-
being, comparing conditions in the US with 
those in Britain and elsewhere to show that 
the American System has failed an even larger 
percentage of the current population than is the 
case in the other social democracies. Moreover, 
under law and policies the depth of failure 
is increasing at an increasing rate. He asks 
Americans to examine the fundamental values 
on which our society exists: "In the 1960s, 
something started to go seriously wrong. The 

nation's state of happiness did not improve 
alongside the aggregate increase in material 
prosperity. Why? Was this not offensive to the 
constitution of America?" 

One can argue that the beginnings of the 
problems occurred much earlier. Even during 
times of near full employment (for example 
when millions of people were engaged in the 
production of war goods or directly 'employed' 
by the military), millions of families remained 
impoverished. What went wrong in the 1960s, in 
part, was the acceptance of ongoing borrowing 
from the wealthy in lieu of asking them to 
contribute proportionately to the costs of public 
spending. The changes in tax law advanced 
by the Bush administration and legislated by a 
Republican majority Congress have orchestrated 
the largest transfer of tax burden in US history, 
while pulling the Federal government debt to a 
level that would cause panic in any other nation in 
the world. The new Congress (and, in 2008, a new 
Presidential administration) will be faced with the 
challenge of how to respond. As Harrison reminds 
Americans: "... if the US government wishes to 
balance its books by 2040, on present policies it 
must either cut total federal spending by 60% or 
raise federal taxes by 200%." 

Harrison takes pains to note these are not his 
predictions but those stated by David M Walter, 
head of the US Government Accountability 
Office. Walter's alarm has not fallen on deaf ears, 
but it remains to be seen what, if any, measures 
the incoming Congress will take to prevent 
collapse of the US financial system and economy. 
Harrison calls for what many will think radical. 
"Justice does not come in half measures," he 
writes. "Either we want it, or we don' t" And, 
what has been resisted for so long are measures 
that achieve justice in the realm of property. 

In essence, the public collection of rent ought 

to replace taxation of the goods we produce and 
the services we provide to one another. Not only is 
this just, argues Harrison, but achieves the highest 
level of economic efficiency. Given the state of the 
world, urgency would seem to demand immediate 

change. Harrison is a bit less demanding: "I am not 
arguing for the abolition of all taxes tomorrow. 
A few may be retained, but they need to be 
renegotiated. The rules regulating their use 
need to be carefully framed to rebalance the 
distribution of power between the individual, 
civil society and the state. 

"Tax reform is necessary because the state 
converts much of its revenue into an asset that is 
handed over to those who have financial claims 
to land (these include banks and mortgage 
institutions). If we are to abolish this inequity, 
people themselves must initiate the action that 
leads to the democratisation of their public 
finances. They need to specify what, precisely, 
they regard as 'the common good', and how this 
can be delivered." 

And, here, Harrison leaves us. He has issued 
a powerful salvo. His voice must be joined by 
others who read his words and reach the same 
conclusions. Privilege is a powerful enemy 
strengthened by ignorance and despair. We shall 
see if Ricardo's Law provides the spark to re-
light the torch of liberty carried by Paine, then 
lifted high by Henry George, only to fall to the 
ground where it has rested for far too long. 

When will this consistent truth itself be 
written by the victors? L&L 

Edward J Dodson is Director of the US-based 
School of Cooperative Individualism — a place 
to nurture the development of just societies. 
Co to www.cooperativeindividualism.org 

Like all scams The Tax Clawback Scam is deadly simple, and utterly invisible until it's shown to you — here it is: we all (more or 
less 'progressively') pay our taxes; the public infrastructure and services that this enables profit our communities, in the fullest 
sense; in economic terms, this profit turns up in locational land values, in the private hands of homeowners and other property 
owners; homeowners - the wealthy end of society - receive unearned capital gains which occur as a result of the investment of 
society, and on sale they can turn these back into cash - it's literally the value of the taxes they paid, clawed back by them. But 
households who rent - the poor end of society - get no clawback, get no cash back. (Land value gains in this sector are grabbed 
by private landlords or lie as capital assets on the balance sheets of 'social landlords'.) So homeowners get their public services 
for free. The poor pay for all of us. Would you say this is just? In the end The Tax Clawback Scam makes losers of us all. 
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Tools for the land 
Alanna Hartzok looks back at what led up to the UN 
Habitat's GLTN Land Value Capture Project 
In 1980 I was introduced to the world of United 
Nations NGOs by Dr Lucile Green and I later 
suggested to the International Union for Land 
Value Taxation that they apply for official UN 
NGO status. The IU finally became a UN NGO 
in 1993. Pat Aller (who had led the application 
process) and I served as the IU's two UN 
representatives. During the past few years the 
IU has gone on to be accepted as a consultative 
organisation with the UN Economic and Social 
Council (ECOSOC), and now has fifteen UN 
NGO representatives from several countries. 

The IU's involvement with UN Habitat - one 
of the major UN agencies - dates to 1996 when 
I participated in the Habitat II conference in 
Istanbul. I followed the official proceedings of 
the UN nation state ambassadors, particularly 
the Land Access section which recommended 
land based taxes and land value capture. We 
wanted to make certain that those sections 
remained in the official documents. Even so, the 
first Habitat conference, held in Vancouver in 
1976, had contained an even stronger and longer 
section advocating land value tax. 

UN Habitat has grown in stature within 
the UN system since the Istanbul conference. 
In 2002, in Nairobi, UN Habitat held its first 
World Urban Forum. I believe there were 
about 500 participants. By that time our 
colleague Tatiana Roskoshnaya, past president 
of the IU, had joined the Habitat staff. 

Year 2000 had 
seen the major 
gathering of 
nearly all heads 
of state at the UN 
which produced 
the Millennium 
Development 
Goals - a 
several-point 

agenda for poverty eradication. In looking 
closely at the condition of the life of slum 
dwellers it became clear that there was a 
problem with land tenure. So a focal point on 
land tenure issues grew in UN Habitat. 

Tatiana brought the importance of land 
value tax policy to the attention of those 
working on land tenure issues. She noted 
that it had been recommended in the official 
action agendas of both the Vancouver and the 
Istanbul Habitat global conferences. After the 
second World Urban Forum in 2004, which 
I also attended, I was informed that a Global 
Land Tool Network (GLTN) was going to 
be established, and that land value taxation 
would be included as a policy approach. 

Some months after, I met with the 
consultants preparing to establish the GLTN. 
Subsequently Habitat was successful in its 
request for a US$10m grant for the ten-
year GLTN project, funded by the Swedish 
International Development Agency. GLTN 
was officially launched and celebrated at the 
UN Habitat World Urban Forum III held in 
Vancouver in July 2006. 

I was asked by the GLTN leadership 
to develop a multi-faceted lvt information 
programme - the Land Value Capture 
Project - to serve as a basis for future 
implementation projects. 

Via the GLTN we are now thoroughly and 
officially engaged with land value tax policy 
development within the UN system. 

Training materials will be available online 
to public officials, NGO and grassroots 
leaders and others who are committed to 
ensuring access to land for affordable shelter 
for all. US$20,000 has so far been allocated 
by the GLTN to the Land Value Capture 
Project, to be administered through the Earth 
Rights Institute. L&L 
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UK politics Lyons 
The independent Treasury-initiated Lyons Review 
(.see L&L 1214) has delivered its final report. It 
concludes England's system of local government 
finance is mostly satisfactory, meantime. But the 
report does talk up reform. "Most economists 
would agree that there is a strong case for levying 
taxes on land" it states - adding, taxing land 
values has "a number of advantages". 

Scottish politics 
a hair's breadth 
The major battle in the new session of the Scottish 
Parliament is likely to be local taxation. The 
battle lines are drawn and only a hair separates 
them. Party managers allowing, the outcome will 
depend on progressive reformers levering positive 
change from reluctant colleagues. 

The new minority Nationalist government wants 
to abolish the property-based Council Tax and 
introduce a local income tax (see p3). The Liberal 
Democrats would support that move. Together they 
have 63 votes. In the opposite camp, unlikely allies. 
Labour and the Tories want to retain the existing 
system, largely. Together their votes add to 62. 

The Greens advocate land value taxation. A 
local income tax will be a move away from their 
objective: Council Tax does collect some publicly-
created land value. The Greens now are only two 

, - but they will be key. Surely they will vote against 
the government? The vote now is 63-64. 

One member's vote remains uncounted: 
independent Margo MacDonald. A vote with her 
former Nationalist colleagues gives 64-64 - no 
change. The other way could be for reform. What 
will be MacDonald's vision? 

Speaking to Robin Harper's parliamentary 
motion for lvt, Margo MacDonald said: "Land 

1 value taxation would mean that people would pay 
taxation in a different, fairer way. When people 
live in abject poverty in blankets on Princes Street 
while other folk live off the fat of the land, there is 
something wrong with our tax system." 

China 
private property, 
common resources 
The Peoples' Republic of China has introduced a 
radical and controversial new law. The new law 
recasts the concept of property for the emerging 
economic superpower. 

The Real Rights Law was passed by the 
National People's Congress on 16'h March, 2007. 

The new law establishes a system of private 
property over chattels, goods and manmade 
capital. At the same time the measure reaffirms 
and reinforces the public ownership of the land 
and common resources of China. 

The new law could pave the way for 
China to develop a sound new foundation 
for its rocketing economic development. If 
its approach is successful, the country could 

since 1894 

establish itself as an alternative economic 
model against which the performance of 
Western countries could be held. 

The bill was controversial in the making. 
Many feared that creating a single law to cover 
both state property and private property would 
facilitate privatisation and asset stripping 
of state-owned enterprises. But after eight 
readings and a two-week session of Congress 
the law was finally adopted with the backing of 
almost 97% of the 2,889 legislators attending. 
Vice-Chairman Wang Zhaoguo told Congress 
that the law was an attempt at adapting to new 
"economic and social realities" - and will 
"safeguard the fundamental interests of the 
people", the BBC reported. 

Wang, a member of the Communist Party's 
powerful Politburo, said the country's economic 
and social changes made the law necessary. 
"As the reform and opening up of the economy 
develop, people's living standards have 
improved in general and they urgently require 

effective protection of their own lawful 
property accumulated through hard work," 
he said, in a speech to 2,835 deputies of the 
National People's Congress gathered in the 
Great Hall of the People. 

The law does not change the system of 
land tenure by which the state owns all land. 
However, in formalising existing practice, 

individuals can obtain and hold a secure land-
use right. The law defines this land-use right in 
terms of the civil law concept of usufruct - the 
right to use a resource. 

The law contains some provision for the 
payment of fees by users in exchange for 
rights. It is clear however that this key aspect 
of the new system is wanting. 

There are also concerns about tenure 
arrangements which might allow the private 
capture of public values by the back door. 

The Real Rights Law of the Peoples' 
Republic of China takes effect on 1" October. 

TERRORISM 
a failure of 
governance 

SLAVERY 
changing our 
minds about 
owning nature 



books 
Capitalism 2.9? 
Capitalism 3.0 
by Peter Barnes 
Berrett-Koehler Publishers, 2006 
ISBN: 1-57675-361-1, $22,95 

This book is sub-titled 'a guide to 
reclaiming the commons'. By the 
commons the author means all the 
gifts we inherit or create together, i.e. 
land, air, water and so on. 
His solution to the 
'problem' of the 
commons is to form 
what he calls 'common J 
property trusts' to 
manage them for the 
benefit of all, and to 
curb over-exploitation * 
and cut pollution. 
He is addressing an 
American audience 
but brings in examples 
from other countries. 
From Britain he cites the Trebah Garden 
Trust in Cornwall as a microcosm of 
his ideas. To become a life member of 
the trust a donation of £250 is required. 
Members get free access to the garden 
(other visitors pay an admission fee) and 
elect a council to manage the property. 
They receive an annual report, audited 
accounts, and notices of meetings 
at which they may vote and submit 
resolutions. At present there are about 
a thousand voting members of the trust. 
Another UK example is the National 
Trust — a non-governmental charity 
founded in 1895 — which owns over 
600,000 acres of countryside, 600 miles 
of coastline and 200 historic buildings 
and gardens. It has over 3,000,000 
members who elect half of its fiftytwo-
person governing council (the other half 
is appointed by non-profit organisations 
that share the trust's goals). 

The author suggests that as it is 
impossible for everyone to use the 
commons equally, then everyone should 
receive equal shares of the income 
derived from selling usage rights on the 
one person one vote principle. The USA 
is in an excellent position to create such 
trusts since nearly one-third of the land 
is government owned. Some twenty-two 
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states hold 155,000,000 acres in trust for 
public schools and colleges. The Alaska 
Permanent Fund, created in 1976 to 
absorb some of the windfall from leasing 
state land to oil companies, fits Peter 
Barnes' bill very neatly. Its aim was to 
create an endowment that would benefit 
Alaskans even after the oil is gone. To 
this end the Permanent Fund invests 
in stocks, bonds and similar assets and 
pays yearly dividends to every resident. 

The obvious problem with 
J®, this scheme for a country 

the size of the USA is the 
bureaucracy needed to 
administer it and pay every 
citizen their dividend. 
Barnes devotes two pages 
to Henry George and 
clearly understands land 
rent and the unearned 
income it generates. But 
he does not seem to grasp 
the power of taxing land 
values to deal with this. 

That policy is simple and would solve 
most of the issues this book raises. 

Geoffrey Lee 

book notes 
Alastair Mcintosh, author of Soil and 
Soul, has published a collection of poetry. 
Love and Revolution (Luath Press, ISBN 
1-905222-58-0). Its tour de force 'The 
Forge' explores identity, belonging and 
mythology in the political context of 
Scotland's land reform. The people of 
Gigha have requested a copy to hang in 
the island's hotel. 

Journalist Antonia Swinson (who 
contributed the 'Land Girl' column in 
L&L) has published her fifth book, You 
Are What You Grow (Luath Press, ISBN 
1 -905222-64-5). Based on her 'Allotment 
Tales' column for The Scotsman and New 
Consumer Magazine Swinson shares not 
only her tips for gardening and allotment 
management, but also explores relevant 
social issues such as the history of British 
land ownership, organic produce and 
community building. 

As well as their paperback edition of 
Fred Harrison's Boom Bust (see p 5), last 
month saw Shepheard-Walwyn publishing 
Michel Glautier's The Social Conscience 
(ISBN 978-0-85683-248-2). 

letter 
from the 

editor 
It was an Edinbugh Tory MP, Noel Skelton, who 
coined the phrase 'property-owning democracy' and 
applied it as a political and social aspiration for early 
twentieth century Britain. The idea hit a mark, and the 
better part of a century later continues to do so. Britons 
are very enthusiastic owners of their own homes. The 
feeling is that all things being equal, if a family is not 
to have the possession of its own home, who should 
have that possession? 

A more-or-less undeviating fiscal concensus within 
the Western world has been the unyielding conductor 
of public policy over the last two decades. It has set 
the world organisations' agendas for the developing 
countries: it has been the foundation of the work upon 
which Gordon Brown and Alan Greenspan have rested 
their enviable and well-defended reputations. Brown 
has been a superior Chancellor of the UK's Exchequer. 
But he is heading for a fall. 

Brown's move to 10 Downing Street will not shield 
him from the fallout from a clear and growing problem 
in Britain. The problem is that all things 
taken into account, young people, debt laden, 
increasingly cannot afford to buy their own 
homes. 'Starter' homes are being acquired by 
the wealthier baby boomers, and rented to their 
children and their friends. So what way foward 
for our property-owning democracy? 

The first thing that could happen is that 
as a society we retreat from that ownership 
aspiration. We could accept the emergence 
of a new urban landed class, from whom an 
increasing number of us would rent. That 
development might be thought regressive: 
certainly Brown could not see it as 'socialist'. 
And the socialist version of a greatly 
increased social housing programme, might be 
unattractive to a 'prudent' Prime Minister. 

The second thing that could happen is that 
a housing crash - again - could be allowed to 
occur. Through a battlefield of negative equity, 
repossessions and foreclosures, the average 
home could, once again, for a while, become 
affordable for average wages. Realising the 
PM's reputation is tightly tied up with the 
avoidance of this particular crash outcome, it 
will be interesting what the government will do 
to head things elsewhere. 

The third course could be a long-term 
period of high wage inflation - 're-adjusting' 
the ability of wage-earners to pay a mortgage. 
Many people, not least Brown, would see great 
problems in that approach too. 

The fourth possibility is the creative one 
- tackling at root the fault in (in, not of) the 
market mechanism. If Brown could identify 
the underlying driver of the problem gathering 
around him, and correct it, he could save his 
reputation. And to my mind it has always 
seemed clear that what 'underlies' our homes 
is land. Mr Brown should look again at land 
value, and where it comes from, and what it 
cando Peter Gibb 
gibb@LandandLiberty.net 
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will have to build a majority for each reform it 
wishes to implement. So the scrapping of the 
unfair Council Tax and its replacement with 
Local Income Tax would seem most likely. 
[For a different perspective, see p I. Ed] Given 
Scottish Liberal Democrat support it would be 
a good start to meet a popular priority across 
Scotland. A proposed Common Good Bill by 
the LibDems would also find common ground 
with the SNP who want Community Councils 
to gain more powers. 

Meanwhile the Cabinet Secretary for Rural 
Development, Richard Lochhead MSP, has 
shown support for land value taxation. He will 
inherit a pledge from the last administration to 
review the Land Reform Acts. This could build 
on a Labour manifesto commitment to extend the 
community right to buy into more urban areas. 
There may be room to include a scoping exercise 
that extracts the lvt component of the Burt Report 
(see L&L 1216) to give it closer scrutiny. 

Communities seeking to buy their land have 
suffered from a far from simple process which 
includes more ministerial discretion, but also 
a straight jacket for the applicants. It is clear 
the abolition of the Scottish Land Fund has 

>pay 
ng costs dwarf land | 

Building consensus in the parliament < 
minorities should be possible by taking forward 
the Crown Estate Commission review authored 
by Robin Callander. It was endorsed by all local 
authorities in Highlands and Islands as well a; 
prominent Labour and LibDem MSPs who 
in the last session. The SNP has long sought to 
remove the 'tax' on development that the Crown 
Estate levies on ports and offshore electricity 
transmission. 

Also Member's Bills such as my own 
proposals for Succession Law reform could be 
early instalments in a new round of land reform 
for Scotland. L 

Last month Rob 
Gibson was re-
elected for a 
second term 
as a Scottish 
Nationalist 
member of 
the Scottish 
Parliament 
representing 
the Highlands 
and Islands. 

Scotland is changing. Patchily, and not 
without a backward step, the country is 
moving into what sometimes seems might 
still become a new enlightenment. Last 
month it elected a new government - from 
the Nationalists that had been waiting in the 
opposition wings for almost half a century. 
Much is expected of the new administration. 
High hopes are being placed on the 
shoulders of the country's new leaders. 
Although clearly with much to learn, it is 
hoped the new Scottish government will 
embark on a reinvigorated and progressive 
programme of land and tax reform - one 
that firmly embraces social justice, flair 
in enterprise, administrative 
competence, and . 'sapSL • 

ecological health. 
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politics by c 
Politicians use the concept of terrorism to 
mislead seekers of solutions. President Bush's 
'war on terror', for example, tells us more 
about the nightmares of neo-conservatives 
in Washington than about the use of terror to 
achieve political ends. By exploring the full 
context in which force is employed, we can 
identify the roots of the problem. 

A historical and sociological approach to the 
fault lines in society would reveal, for example, 
that the 'clash of civilisations' - the West versus 
Islam - camouflages the frustrations that result 
in challenges to the authority of the State. 

There are three major ways to mobilise 
people whose interests are excluded by the 
political process. 

• Organised crime. The Mafia is one model. 
It did not challenge the state itself. Rather, 
its 'families' operated as parallel sources of 
authority (with commensurate rewards) 
within the State. 

• Liberation armies. These are driven by 
ideologies that do challenge the legitimacy of 
the state. People coalesce into guerrilla units 
that adopt military postures, operating in the 
countryside (eg. El Salvador) or towns (eg. 
the IRA in the British Isles). 

• Religious movements. Alienation may lead 
to the focus of material aspirations in an 
other-worldly form under the direction of 
charismatic theologians, who use sacred 
concepts to challenge secular authorities. 

Western intelligence services are not required 
to identify the common origins that link these 
three forms of organised dissent. Such an 
analysis would raise political questions that 
Western governments - particularly those with 
a deep history of colonialism - would find 
embarrassing. 

In essence, the historical problem 
was the failure to 

image C Dariusz Ogonowski • Fololia.com 

establish States on foundations that united 
everyone on the basis of natural justice. Modern 
states evolved as part of the systematic exclusion 
of large numbers of people from the riches made 
possible by scientific and technological progress. 
These gains, in the main, were expressed as 
increases in the rents that people were willing 
to pay for the use of land and natural resources. 
Because people's equal rights were abused by 
the political elites, land tenure became a tool of 
exploitation. People were dispossessed of their 
traditional access rights to land, and it was no 
accident that the State failed to compensate for 
this loss through the tax system. Thus, the State 
became embroiled in the struggle over the spoils 
from economic growth. 

The Mafia, for example, originated to meet 
the needs of 

peasants who 
suffered 

from the 
amalgamation 
of land into 

large estates in Sicily. In 
time, however, what had started as a self-

help way of life was corrupted. The Mafia 
learnt how to extract a share of society's land 
rents by paying bribes to bureaucrats to obtain 
construction contracts. 

The pact between the State and land owners 
- a privileged relationship - is the biggest 
obstacle to the abolition of the poverty that 
divides communities. 

Land owners could not get away with 
monopolising the surplus income of their 
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ther means 
communities (rents) without the collusion of 
the State. That is why the law is automatically 
on the side of land owners in disputes involving 
the dispossessed. Not surprisingly, therefore, 
organised expressions of discontent over poverty 
brings people into conflict with the law. 

Colombia, in South America, illustrates the 
complexities of a problem rooted in the colonial 
land grab. Centuries of poverty nourished the 
crime that would one day be consolidated in an 
institutionalised form. In this case, drugs became 
the commodity that could be used as the regular 
source of income. The buoyant market in North 
America and Europe meant that the peddlers 
could maximise their income if they organised 
themselves into a commercial structure: ergo, 
'organised crime'. But with the narco-dollars 
piling up in the banks, it was tempting for the 
drug barons to become the owners of land. That 
brought them into conflict with the poor, the 
class from which they sprang. 

By the 1980s, the landless peasants who 
sought salvation in socialism began to employ 
guerrilla tactics. The owners of latifiindia and 
the drug barons formed the para-militaries 
to protect their land. The outcome was the 
corruption of the crooks who turned on 
everybody. Rory Carroll, The Guardian's 
correspondent in Latin America, summarised 
this in these terms: "The para-militaries grew 
into a powerful force that trafficked drugs, stole 
land and slaughtered peasants". 

The US Congress may now hold hearings 
into the corruption that links multi-national 
corporations to Colombia's para-military groups. 

But the politicians will not address the systemic 
flaws that nurture the frustrations which drive 
people to extra-legal activities. 

Nor do politicians have an interest in 
investigating the roots of organised terror 
executed in the name of Islam. And yet, the 
suicide bomber in the Middle East is animated 
by 'unseen' historical forces that are similar 
to those that produce the drug baron in South 
America and the warlord in the African Congo. 
These are symptoms of the fault lines in society 
which can be tracked back to the failures of 
governance. Political elites are as culpable 
as the clerics and criminals who exploit the 
dispossessed in the pursuit of rewards either in 
heaven or on earth. 

Without a full documentation, this general 
thesis will not be understood by people schooled 
in the political traditions of Western Europe. 
That is why we need a new appraisal of the 
roots of organised violence, for without the 
appropriate reforms. Western approaches to 
dissent will continue to exacerbate - not solve 
- the profound discontent that leads to terror as 
politics by other means. L&L 

The paperback edition of Fred Harrison's Boom 
Bust: House Prices, Banking and the Depression 
of 2010 was published last month by Shepheard-
Walwyn (£14.95). 

Fred Harrison 
traces the 
fault lines 
in society 

which 
track terrorism 

back to 
failures of 

governance 
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Slavery, land and liberty 
Timothy Glazier sees how a society can change its mind about the ownership of nature 

in France, and in England Horace Walpole 
and Dr Samuel Johnson. But of fundamental 
significance was the remarkable statement 
formulated by the great lawyer. Sir William 
Blackstone, in his Commentaries on the Laws 
of England published between 1765 and 1769. 
Blackstone staled that the law of Kngland 
"abhors and w ill not endure the slate of slavery 
within this nation.... a slave or a negro, the 
moment lie lands in England, falls under the 
protection of the laws and. u ith regard to 
natural rights, becomes a freeman". 

But prompting the start of the abolition 
process in Britain was the courageous actions 
of indi\ iduals whom history allows often 
to go unnamed: one of these a young clerk 
called Gramille Sharp. In 1765 he took in and 
restored to health a man of African origin w ho 
he had found in the streets of London. 
He had been beaten close to death b\ his 
owner, a lawyer by the name of l)av id I isle. 
In due course Sharp was sued b\ Lisle w ho 
u ished to regain his •property" and have him 
shipped for sale in the West Indies. Sharp 
researched the law himself, and with argument 
based on the abov e passage from Blackstone 
managed to secure the man's freedom. 

In due course the case against the slave 
trade entered the political arena. A number of 
significant figures started putting the power 
of conscience and oratory behind the cause of 
abolition. The most notable of these was William 
Wilberforce, but others included the Prime 
Minister William Pitt the Younger. Richard 
Sheridan. Charles Fox. George Canning and 
the renowned Edmund Burke. I 'ltimately. in 
1805. the act w as passed that would forbid the 
import of slav es from Africa into British colonies 
- coming into effect in 1807. So the parallel is 
clear between the abolition of the sla\ e trade and 
the efforts of those w ho ha\ e been struggling 
to bring about the conditions under w hich land 
can once again become free. What would seem 
to be required is persistence and courage, and 
ha\ ing faith, as Henry George maintained in my 
opening quote, in the pow er of the Truth of the 
cause. Then, ultimately - against the pressures of 
vested interest - providing Parliament w ith the 
mandate to lake the necessary actions to bring 
about chanite. 

says "this land is mine", then the other would 
become his or her slave. Because today it is 
co\ ered o\ er b\ a v cneer of prosperity. society 
is failing to see that conditions of work lor 
those of us w ho are employ ed, are often not 
dissimilar to the lack of freedom, movement 
and choice that prevailed for slaves in the past. 
It is no surprise that when eventually slaves 
came to be released, because thc\ had no access 
to land many had to seek employ ment from 
their old masters in conditions far worse than 
what they had pre\ iously experienced. 

In my sermon I likened our condition today 
to the prisoners in Plato's famous analogy of 
the cave. The prisoners had never been outside 
the cave. They sat manacled looking at its 
back wall upon which shadows of the outside 
world played. I hc\ perceived and believed the 
shadow -world to be 'reality'. Behind them, 
outside the cav e, shone the light of ' freedom', 
of w hich the prisoners could not conceiv e. 

I his inability to appreciate the limited 
conditions under which we liv e, not unlike 
the inability of those in prev ious centuries to 
see the iniquity of slav ery, is of course the 
reason why it appears so difficult to achiev e 
the changes that could bring about the state 
of 'liberty' that could transform society. As 
Henry George also said, "once a practice, 
howev er wicked and dehumanising, becomes 
established in a culture, il appears to be normal 
and becomes accepted by the majority of that 
culture...." So how was il that the practice of 
buving and selling human beings as chattels, 
which had been a practice amongst many 
cultures for millennia, could ev entually be 

. outlawed b\ this country, and those 

• enslav ed set free? 
• Not in the first place bv the actions 
• of parliamentarians - that came right 

I at the end. The process began with 
I the workings of the conscience and 
I religious sentiments of indiv iduals and 

• • H groups, in particular noil conformist 
i J P l religious groups such as the Society 

i of Friends - the Quakers - both in 
^ ^ America and in Britain. Next to create 

1 an impact were the opinion formers of 
the day - the writers amongst whom 

" included Jean-Jacques Rousseau 

"The Truth that I have tried to make clear will 
not find easy acceptance. If that could he. it 
would have been accepted lout; ago. If that 
could he it would never have been obscured. 
But it will find friends those who will toil for 
it. suffer for it: if need be. die for it. This is the 
power of the Truth " 

Henry George in Progress and Poverty 

By a strange accident of fate, in February I 
found my self giv ing a sermon in the chapel of 
Christ's College. Cambridge, as one of a series 
on 'Enslavement and Liberty' to mark the 200"' 
anniversary of the abolition of the slav e trade 
in Britain in 1807. The inv itation had resulted 
from two articles I w rote last year - "Slavery 
Then and Now' and ' I he True cost of Owning 
Nature", posted on the "Set All Free Campaign' 
website. They highlighted how. until there w as 
also 'free land", slavery would continue in 
some form or another- Readers of... should 
be taking a close interest in - and perhaps 
encouragement from - the current celebrations 
of the ending of the slave trade. Because here 
w as an example of a society changing its mind 
about the ownership of nature. 

This dramatic change in social attitude came 
about after a long age during w hich there was 
acceptance of the trade. The wealth it generated 
powered the industrial revolution in Britain, 
leading to huge v ested interest in it by powerful 
indiv iduals — including members of the Royal 
Family, many of the aristocracy, members 
of parliament, merchants and major institutions -
including the Church. Yet in spite of all this, the 
decision was ultimately taken that this "inhuman 
trade, in fellow human beings as chattels, 
had to cease. This was an M 
extraordinary change to -* 

come about. The parallel H 
with the struggle to end the H 
economic injustice resulting < i » w S j 
from land monopoly cannot 
be lost on those vvho aspire 

Slav cry and land i ^ ^ B j 
monopoly are two sides ^ M L ^ r ' ' fl 
of a coin. As I said in the 
sermon, if two people arrive 

on a deserted island and one Tim Glazier 



Preaching a sermon is certainly different 
tn gi\ ing a lecture or a speech, and one is 
forced to look deep into, and t r \ to present, the 
essential causes o f things. I took m\ tc \ t f rom 
John 8:32 " A n d \ e slutll know the I ruth and 
the I ruth shall make \ o u free." Once the truth 
that governs the relationship between humanity 
and nature can become seen and acknow ledged 
then the possibility of free land and economic 
just ice w i l l becomes ine\ itable. It might 
require a crisis situation lo bring this about, 
and one is approaching, but society, m the right 
circumstances, can change its mind about its 
fundamental relationship wi th nature. 

Other writing by Timothy Glazier, including 
'Slavery Then ami Win ' ami The True cost of 
Owning Satnre'. are available at 
www.timothyglazier.coin 
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Windfarming the land 
John Digney berates a system which allows landowners to reap in cash the 
value of the very wind which blows over their land 

It is often claimed that Scotland's topography and 
weather patterns could enable it to become the 
renewable energy capital of Europe. In the mid 
20"1 century the rainfall over the deep glens to the 
north and west was exploited for hydro power, 
with huge concrete dams creating new reservoirs 
or extending existing lochs. 

Now it is the turn of wind power. The 
efficiency of the turbines increases exponentially 
in relation to increases in wind speed, and 
Scotland's exposed mountains and moors offer 
many ideal locations. Not everyone is happy 
though, and arguments rage in the press about 
the reliability and desirability of wind energy. 
Tourism is a major component of the economy 
of the Highlands and Islands, and businesses 
fear the consequences of industrialisation of the 
relatively unspoilt landscapes. Environmentalists 
are divided into two camps - those who wish to 
safeguard the landscape and its wildlife and those 
who see the need to address climate change as a 
greater priority. Local authorities wrestle with a 
Hood of planning applications for windfarms and 
blame central government for the absence of a 
coherent renewables strategy. 

In order to achieve the target of 10% of 
electricity to be derived from renewable 
sources by 2010, the government's Renewables 
Obligation provides financial incentives to 
suppliers. The National Audit Office calculated 
in 2005 that "pursuit of the target will result in 
costs for the consumer and taxpayer exceeding £1 
billion a year by the end of the decade, which will 
increase the price of electricity by around 5 per 

cent." They also noted that "some projects using 
the cheapest technologies (onshore wind and 
landfill gas) at the best sites receive more support 
from the Renewables Obligation than necessary to 
see them developed." 

So where has our money been going? Into 
the pockets of landowners for a start. When 
windfarms first started to appear in Scotland 
in the mid 1990s, the going rate for rent was 
understood to be between £1500 and £2200 
per turbine per annum. Now it is over £10,000. 
There was public outrage two years ago at 
reports that the Duke of Roxburghe, one of 
Scotland's largest landowners, stood to receive 
an estimated £14m over the 25-year lifespan of a 
windfarm, for allowing 56 turbines on his grouse 
moors in the Borders. More recently, the 36-
turbine Braes of Doune windfarm near Stirling is 
reported to be generating not only 72 megawatts 
of power, but £400,000 of megabucks per annum 
to the landowner. 

Our society has almost become inured to the 
idea of landowners making easy profits out of 
monopoly rights to natural resources and out of 
the investment of public money without having 
to do anything themselves. But windfarms add 
another dimension to this, and the concept of 
private fortunes being made out of the way the 
wind blows over the hills, driven by weather 
systems originating thousands of miles away 
over which no-one has control, is causing a few 
more raised eyebrows - especially when it is all 
so obviously happening at the expense of the 
consumer and taxpayer. 

Elsewhere in Scotland windfarms are 
proposed for community-owned land. On 
the Isle of Lewis a colossal 652 megawatt 
development of 181 turbines, 140 metres in 
height from tower-base to blade-tip, would be 
the UK's biggest. It would stretch in an almost 
unbroken corridor for 40 km across the northern 
part of the island and would utterly transform 
the landscape and destroy fragile peatlands. 
Of the three estates it would cross, one is 
community-owned and would receive part of 
the rent. It is hard to criticise rural communities 
in economically marginal areas for jumping on 
the bandwagon, but the damage to the landscape 
heritage is undeniable and the issue is highly 
divisive within those communities. 

Scotland's renewables potential stretches 
way beyond onshore wind, but it is generally 
acknowledged that the financial incentives in 
the Renewables Obligation system have skewed 
the industry towards wind power at the expense 
of developing other technologies such as wave 
and tidal energy. Government incentive schemes 
distort markets and often leave an unwanted 
legacy, and we may well look back and compare 
the renewables industry with commercial forestry 
where tax breaks led to so much environmental 
destruction. Ironically, there are proposals to 
clear a coniferous forest in Caithness created in 
the 1980s under that regime - to make room for 
a huge windfarm! The landowner is always the 
winner in our madcap economy. L&L 

John Digney is editor of Wild Land News. 

Assynt The Assynt Foundation is proposing a 5 megawatt "wind croft" to be sited on 
land purchased in 2005 under the terms of the 2003 Land Reform (Scotland) Act. The 
Foundation was established to lead the community buyout of 44,500 acres around the 
village of Lochinver. 

The £4.5m scheme would be entirely community-owned and would produce an 
estimated net income of £300,000 per annum, but local opinion is divided. The area 
is within a National Scenic Area and its stunning landscapes have hitherto remained 
largely unspoilt. Local business owners fear the impact on tourism of even small-scale 
industrialisation. 

The purchase price of the land was £2.9m and most of the money came from the 
public purse. The Foundation has defended the proposal, pointing out that they are 
required to provide economic benefit to the community, and that they wish to make use of 
their existing assets rather than relying on further grants for economic development. 

A full community consultation and ballot are promised. 
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T h e pressures 
of d e v e l o p m e n t 
c a n g e n e r a t e 
divisions w i t h i n 
c o m m u n i t i e s . Conf l ic ts 
of in te res t c a n ar ise , t h e 
fair m e d i a t i o n of w h i c h is t h e 
responsibi l i ty of government . 
Compet ing asp i ra t ions need to 
be resolved in a m a n n e r t h a t is 
t r a n s p a r e n t , d e m o c r a t i c and 
a c c o u n t a b l e . O u t c o m e s need 
to be f i t t ing and they need to 
be fair. Th is is t h e purpose 
of t h e p lanning process. 
T h e m a n a g e m e n t of t h e 
deve lopment of our soc ie t i es is 
in a s e n s e t h e h ighest purpose 
of governance . T h e t a s k is to 
put in p l a c e t h e f r a m e w o r k to 
ensure t h e cos ts and benef i ts 
of deve lopment a r e borne 
and en joyed w i t h equi ty for 
t h e people , w i t h e f f ic iency 
for society , and for t h e 
long- te rm wel l -be ing of our 
env i ronment 



> in December 2005, 
ns within the WTO about liberalising 
• have been at a stalemate. The 

F the problem has been, above all else, 
i Union's dogged insistence on its 

1 protectionism, 
years of broken promises from the 

rich countries - particularly the EU and the US 
- over the liberalisation of trade in agricultural 
goods, had brought the developing countries 
(both the less and more substantially developed 
countries) to a turning point. Enough was 
enough: led by China, India and Brazil, they 
demanded reform. The confrontation only led to 
more broken promises. 

On the other side of the Atlantic the US did 
offer a total liberalisation of trade in agricultural 
goods. But the offer was rejected by the EU. And, 
as usual in the WTO negotiations, members had 
put the EU and the US to the task of agreeing a 
common initiative for restarting the negotiations. 
So the EU rejection set the agenda. 

Before the stalemate, the EU had offered to 
lower its import duties on agricultural goods 
on average by 39%. In the current negotiations 
this has now increased to an average of 54%. In 
return, the US has agreed to introduce a ceiling 
on its agricultural subsidies, which are currently 
some £9b. For comparison, Europe's agricultural 
subsidies total over £41 b. 

The Indian Minister of Trade, Kamal Nath, 
is a sort of negotiation leader for the developing 
countries. He has rejected the US offer and 
demanded that it caps its agricultural subsidies at 
£6b. If the Americans were to do that they would 

demand the EU lowers its import duties by an 
average of 64%. The EU would refuse that. 

So things are not looking bright and, as usual, 
it is the EU which is blocking progress. 

Added to these problems is the fact that the 
EU has declared 7% of its agricultural goods 
to be what are termed 'sensitive'. As such they 
are excepted from the duty cuts. And of course 
it is exactly those goods which are 'sensitive' 
on which the developing countries demand 
concurrence. It drastically lowers the benefit of 
the duty cuts if important agricultural products 
are labelled as 'sensitive'. The developing 
countries also have an interest in how much 
the industrial countries subsidise individual 
crops - and not just the global ceiling on 
public subsidies. On this matter too, then, 
there are opportunities for manipulation of the 
negotiations by the rich countries. 

The World Bank realises that it is the 
countries which most actively participate in 
globalisation that also are the countries that have 
the highest economic growth. So it is obvious 
that it is the developing countries, more than 
others, which have vital interests in the WTO 
negotiations coming out of stagnation and 
delivering positive results. 

More than other industiral countries the EU 
has insisted that there must also be progress with 
trade in industrial goods and services, which 
is a legitimate interest. But one is left with the 
impression that the demand is chiefly used as 
an excuse for extending the Union's policy of 
agricultural protectionism. The EU has not held 
back from using anti-dumping regulations as a 
tool to limit the import of textiles, shoes, steel 
and other products and commodities. 

The blocking of the WTO negotiations is now 
being used to establish bilateral trade agreements 
- something that the WTO has accepted may 
continue until the end of the year. 

The EU is negotiating economic partnership 
agreements within Africa and a number of 
developing countries in the Pacific and the 
Caribbean (the ACPcountries). It is demanding 
'reciprocity' in these agreements. That is to say 
the EU will allow duty-free import from these 
countries only if they, in return, also allow 
imports from the EU. The requirement is quite 
ruthlessly applied by the Commission: the more 
liberal countries of Europe, such as the United 
Kingdom and Denmark, are powerless to waive it. 

In contrast to the EU, the US has taken a 
number of initiatives which in a number of areas 
allow the African countries easy and duty-free 
access for their goods into the United States. 
And Communist China has unilaterally increased 
the number of goods that can be imported from 
Africa to China with no duty falling due, from 
190 to 440 products. 

Europe was previously the dominant export 
target for most African countries. Today only 
32% of the continent's exports go to the EU, 
while 29% goes to the US and 27% to Asia. 
Of Africa's total exports 13% go to China and 
India alone. In recent years Africa's exports to 
Asia have grown 20% year on year. 

For the African countries, the positive aspect 
of this development is of course less dependency 
on the rich countries, particularly the EU. The 
negative aspect for Europe is that the Union's 
burden of protectionism impedes the possibilities 
for maintaining and developing employment and 
for optimising the economy. 
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As the Doha Round of trade talks tips towards failure, former MEP and EFTA delegate 
lb Christensen considers the problem of Europe's protectionism 

However, for Africa there is hope. Since the 
mid-1990's more than twenty African countries 
have posted yearly economic growth rates of at 
least 4.5%. Fifteen of those countries are non-oil 
exporters. Together they encompass more than a 
third of the continent's population. 

As far as Latin America is concerned it is 
clearly a good thing that its dependency on the 
US is diminishing as a result of its increased 
trade with the rest of the world. In the first few 
years of the millennium, trade between Latin 
America and China alone increased by 600%. • 

But for many years the grit in the global 
trade negotiation machine has been the EU's 
agricultural subsidies. 

The basis of European agricultural subsidy 
used to be the unit of production - a hectare of 
wheat, or a beef cow. The approach resulted in 
extreme surplus production. Two ways were 
employed to deal with the problem: partly it 
was exported - export dumping; and partly it 
produced the so-called wine lakes and butter 
mountains which were destined for destruction. 

Both of these responses came to be politically 
unacceptable. So the system was reformed by 
stages. An early idea was to subsidise farmers who 
did not produce goods. This approach brought into 
being what was called 'set-aside' - agricultural 

land 
left 
unproductive 
for a period. 
The money that 
the farmers were given in return for not 
growing wheat was often used to buy more land, 
in order that they could in the future receive more 
money for not growing wheat on their new land. 
Obviously, this was no good either. 

Then came about the idea of subsidising 
not production, or non-production, but the land 
itself. The consequence of this should have 
been clear. The subsidy is simply passed on in 
the price of land. In reality this is tax payers 
subsidising landowners. (And in effect, the 
working non-landowner farmer is passed by 
completely: his public subsidy gift is handed 
straight on to his landlord as rent.) 

Denmark has all but abolished land value 
taxation on farm land. Landlord gains therefore 
can be even bigger than otherwise they might. 
For decades farmers' organisations have raged 
against the 'tax on production land'. They argue 
that there is no connection between the tax 
and the yield. Amusingly enough they have no 
objections (quite the contrary) to the enormous 
subsidies that are given to them completely 
without taking into consideration the yield. 

The EU's farmers receive 32% 
of their income through the public 
purse. Because of import protection, according 
to the OECD, European consumers pay at least 
£32b in inflated prices for their food - which 
is priced on average 29% above world market 
prices. The European consumer's loss - the 
European taxpayer's loss - is the European 
landowner's (not the person farming's) gain. 

The fabric of the EU's agricultural policy 
has been in place since 1962. Its protectionism 
is partisan: few Europeans benefit from it. The 
developing world is blighted by it. The stalemate 
at the WTO must be unlocked. L&L 

lb Christensen is a former Leader of the 
Justice Party and was elected a Danish MP 
from 1973 to 1982. He was an MEP for the 
People's Movement Against the EU from 1984 
to 1994. Throughout his tenure at the European 
Parliament he was a member of its Committee 
on Trade Relations, and was Vice-Chair of the 
delegation to EFTA. 

Dumping on the developing countries 

Export dumping is defined by Wikipedia as "the act of a manufacturer in one country exporting a product to another country at a price 
which is either below the price it charges in its home market or is below its costs of production." The practice is often seen as linked to 
'failures' in the free market. Some commentators, often those from the left but also the neo-cons, see protectionism as the solution to 
the problem. Countries finding themselves exposed to dumping, the argument goes, need only adopt import rules which shut the door 
on the problem. 
The truth of the matter is the reverse. The over-production which creates the excess goods - over and above what would be brought to 
a free market - is created by the very protectionism advocated as the solution. The problem of European agricultural subsidies is a clear 
case in point. Being subsidised encourages farmers to produce goods which otherwise they would not. And of course - as argued above 
- the practice's deleterious consequences are visited not only on the importing developing countries: the effects on Europe itself run far 
and wide, if often unnoticed. Protectionism is immoral. It can only ever benefit the strongest - within countries as well as within trading 
relationships - and will always harm the weakest. 
Oxfam leads the case for reform. "European Union agricultural practices are destroying livelihoods in developing countries" the campaign 
charity says. "By encouraging over-production and export dumping, these subsidies are driving down world prices of key commodities, 
such as sugar, dairy and cereals. Reforming a system in which Europe's large landowners and agribusinesses get rich on subsidies, while 
smallholder farmers in developing countries suffer the consequences, is an essential step towards making trade fair." 
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Sir, 

Readers of 'A Fairer Way' (L&L 1216) should 
be told that at no time in its long deliberations 
did the Scottish Local Government Finance 
Review Committee contact me to discuss 
the contents of my final report for Lincoln 
Institute. In that report, which was for Britain 
and not just Scotland, 1 did not recommend 
that land value taxation pilots ought in all 
circumstances to be commissioned before a 
full national roll-out of the policy. I simply 
reported my research findings, which mainly 
involved surveys of property tax stakeholders. 

It was the overwhelming view of those 
whom I surveyed by various means over several 
years, both in the UK and abroad, that any 
radical reform in such an important policy area 
ought to be thoroughly tested in the particular 
national environment before being fully 
implemented. Pilots generally occur in complex 
democratic societies, in both the public and 
private sectors, in all sorts of policy fields. They 
invariably aid good design and help allay fears 
about change. 

My personal view is that a government 
minded to introduce lvt within its sphere of 
rule ought to have enough confidence in the 
merits of the policy to make a firm 'in principle' 
commitment to it at the outset. If a similar 
jurisdiction has recently experienced a similar 
reform then pilots could be dispensed with. I 
believe that in Britain, as land registers near 
completion and other necessary datasets also 
become more widely available, it ought to be 
possible to implement nationwide lvt — albeit 
not at a high rate of tax initially — within a 
single UK Parliament, ie. five years. Experts 
at the Royal Institute of Chartered Surveyors 
confirmed this to be possible ten years ago, with 
the caveat 'given the resources'. 

I note that Fred Harrison would settle for a 
10-year transition (according to his latest 
book), so perhaps I'm being too radical! 

However the sad facts are that (a) our 
democratic politicians are risk-averse (and 
dictatorship is not a realistic option); and (b) 
they have no recent trailblazers to follow. It is 
perfectly reasonable, in the real world, to plan 
for pilots. As I have said, only semi-jokingly, 
to Scottish tax reformers: Scotland would be 
a great pilot for Britain. [And I don't accept 
that the Poll Tax was a bad precedent: with a 
true pilot, no Government should inflict ill-
considered proposals on an unwilling nation 
over which it has no mandate, as was the case 
with the Poll Tax in Scotland. | 

Hopefully, when my party has published 
and approved detailed proposals for UK-
wide Ivt later this year, and then negotiated 
with coalition partners in the next UK 
Government in about 2009, we may yet see 
Scotland willingly agree to implement a UK 
lvt pilot roll-out to mark the centenary of 
Lloyd George's People's Budget. Meanwhile 
I believe the real reason why the Scottish 
Review ducked out of lvt was here: "we 
question whether the public would accept the 
upheaval involved in radical reform of this 
nature." \ln fact, this was the first point made 
by our report. Ed\ 

In other words, they funked the issue and 
used my report as an excuse not a reason. The 
Committee can't have it both ways. A pilot 
would help allay those fears of the public. I 
defy anyone to devise a radical progressive 
reform of tax in a democracy that could be 
successfully introduced quicker than lvt. 

CllrTony Vickers 
Newbury (Liberal Democrat) 
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There is growing realisation that the latest 
economic figures, stripped of the spin and 
interpretation applied to boost trust and 
protect interests, reveal a fast approaching 
economic storm which will bring the first 
global housing market crash. 

An increasing number of mainstream 
analysts, commentators and advisers are 
seeming to see the true nature of the trouble 
coming. But no-one wants to scare the horses. 

The evidence is mounting of the way things 
will go. Still public statements are dubious. 
Order of the day is business-as-usual PR 
swagger, presented for market confidence, 
coupled with straight-talking warnings 
delivered sub voce in the small print. The US 
and Europe are at the sharp end of events. 

In the US "rising delinquency and 
foreclosure rates are big concerns" says 
National Association of Realtors senior 
economist Lawrence Yun. "The foreclosure 
rate on subprime loans with adjustable re-
setting rates has been particularly troubling. 
But lenders are already adopting sounder 
credit-lending standards. Fooled 
once - shame on Wall Street. 
Fooled twice -

shame on Capitalism. Where money is involved, 
mistakes do not get repeated." It's a case of 
"lesson learned" says Yun. So, with 'sub-prime 
borrowers', it's another day, another fall guy. 

Price trends are actually "encouraging", 
according to Yun, yet the small print in NAR's 
latest Housing and Economic Indicators 
recommend a "sharp cutback" in housebuilding. 

In Europe dubiety is perhaps less prevalent. 
In the FT Ralph Atkins and Ivar Simensen have 
reported new Eurozone house price forecasts 
from Barclays Capital. "The latest data suggest 
that the European Central Bank may have 
underestimated the extent of the housing market 
slowdown, as well as its implications for future 
economic growth and interest rate decisions." 

And back in the US some are being even 
more straightforward. Investment U, for 

instance, have had a change of heart since last 
year, when they said "real estate is still a good 
long-term investment". They're not saying that 
just now. "Personally, instead of taking equity 
out of my house to buy more properties, I'm 
doing exactly the opposite", says Dr. Steve 
Sjuggerud, adviser to the investment network. 
"I'm not interested in looking at any US housing 
property, period. It may sound crazy to you, but 
I'm comfortable with it. I'll have a pile of cash 
available to buy up the bargains when prices are 
cheap and landowners are ready to just get out." 

The world's first-ever global housing crash 
will hit in 2008 and unfold to its worst in 2010. 
Some commentators are saying it could all have 
been avoided. But we're all now just sitting 
waiting for it to happen. Around the world 
forecasters are dropping talk of a "soft landing". 
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Lovely spot for an oil rig 

Following in the footsteps of Cook and Peary, 
a race for geological information is being 
run between scientists from Russia, Canada, 
Denmark and the US. The four nations are 
all forcing scientific excursions north of the 
Bering Strait - not competing for the right to 
issue Father Christmas stamps, but in order to 
claim the geological riches under the ice cap. 
On the 2nd of August the Russians planted a 
flag on the North Pole in order to lay a claim 
to its gas and oil reserves. The Americans are 
understood to be in hot pursuit. Canada and 
Denmark are also making claims, based on the 
line of an obscure underwater ridge, and the 
geological subtleties of whether Greenland is 
in fact linked to the North Pole. 

By 2014 the UN will be looking at the 
scientific evidence gathered by the various 
national expeditions. Ultimately it is the 
UN's International Court of Justice in The 
Hague that could decide who gets to sit on 
top of the world. 

The great haul 
of China 
China's crazy real estate boom has led to 
an escalation of illegal land grabs, chiefly 
administered by local Communist Party 
officials. Of the 14,700 hectares of land illegally 
appropriated in the first four months of 2007, a 
staggering 80% was stolen by local government 
bodies, and in many cases given to friends and 
business partners of Party officials. In a system 
that is rife with corruption, only the small 
fish are punished, says Li Yafang, a standing 
member of the Chinese People's Political 
Consultative Conference. "The more powerful 
officials were 'overlooked', and that has led to 
more land grabbing" he told Asia Times. 
[The last issue of L&L reported China's 

forthcoming Real Rights Law, which will 
establish a unified system of private property 
and a land-use rights scheme. Ed]. 

Greek landlords 
linked to arsonists 
There is mounting evidence that this summer's 
epidemic of forest fires ravaging Greece has 
been an extreme consequence of a well-known 
local problem: developers, dissatisfied with 
local planning decisions, turning arsonist. 
Land razed of protected forestry might find 
development consent more easily. 

The government has offered up to €lm 
in reward for information leading to arrest. 
Tragically, there may be murder charges. The 
state has a poor record of dealing with such 
arsonists. 

The obscurity of 
political strategy 
Scottish Parliament, Edinburgh. June 21, 2007, 
17.04. Abstentions: Harper, Robin (Lothians) 
(Green), Harvie, Patrick (Glasgow) (Green). 

The Presiding Officer: "It has gone very 
quiet all of a sudden. The result of the division 
is: For 64, Against 62, Abstentions 2. Motion, 
as amended, agreed to. Resolved, that the 
Parliament believes that local income tax, 
which is based on ability to pay, is a fairer 
system of local taxation than the discredited 
and unfair council tax and notes the position 
of the Green Party in regard to land value 
taxation." 

Brian Hodgson 
Brian Hodgson, chair of the Labour Land 
Campaign and former Labour group leader 
on Oxfordshire County Council, has died 
from a heart attack after a short illness. From 
2001 Hodgson was the political driver of the 
Oxfordshire land value taxation trial project. 

Friend and colleague Dave Wetzel, 
President of the Labour Land Campaign, 
said that Hodgson "will be sadly missed, not 
only because of his immense contribution 
to socialism and the land tax campaign but 
because of his humour, his honesty and also 
because he was a smashing bloke." 

Sunshine estate 
Florida's land preservation programme is 
running out of money. The funds allocated were 
supposed to last until 2010. "But the state's 
wallet is empty", says programme director Keith 
Fountain to St Petersburg Times. The land is 
turning out to be too expensive to buy. 

Property tax 
goulash 
The 386 members of the Hungarian parliament, 
the Orszaggyiiles, will be voting this autumn 
on a number of bills prepared by the Finance 
Ministry. Perhaps the most significant of 
these is the introduction of a general property 
tax which will combine a number of existing 
taxes on land and property. The reform is 
not intended to bring in any greater revenue 
than the €!4b brought in by the current taxes 
- around 1% of government revenues. 

Finance Minister Janos Veres said to the 
daily paper Napi Gazdasag that there is still a 
lot to do to meet the provisions of the contract 
between Veres' Socialist Party and its coalition 
partner, The Free Democrats. The nature of 
the proposed property tax is still undecided. 
Indeed, the lawmaking schedule does not yet 
mention the property tax by name. 

Miklos Tatrai, Secretary of State at the 
Finance Ministry, said the property tax 
- which will be strictly value-based - would 
be levied by local governments using a unified 
methodology. However, it would be the task 
of local governments to decide on tax rates, 
allowances and exemptions. 

The law is expected to take effect from 
2008, but the actual reforms will not be 
introduced until 2009. 

After a mid-nineties economic recession, 
Hungary's government has concentrated on a 
number of reforms of the tax system, public 
services and local government finance. These 
have had the overall goal of preparing the 
country for its entry into the European Union, 
and the possibility of joining the Eurozone 
sometime between 2010 and 2014. 

Historicallly, between 1848 (when serfdom 
was abolished) and the Communist takeover 
a hundred years later, a great number of 
land reform schemes were proposed and 
implemented. Most adhered to Marxist 
doctrine. But there was also a strong 
contingent of land reformers influenced by 
the American economist Henry George. The 
leaders of the 1918 republican revolution 
included land value taxation in their 
programme, but the counter revolution a year 
later abolished their reforms. 
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letter 
from the 

editor 
"Fooled once - shame on Wall Street. Fooled twice - shame 
on Capitalism. Where money is involved, mistakes do not get 
repeated." So says Lawrence Yun in our cover story. 

But what is happening in the global economy is not happening 
because of 'mistakes'. The subject and nature of the 'fooling' are 
not as Yun assumes. In his error Yun stands side by side with the 
majority of his conventionally-thinking mainstream economist 
colleagues. Their profession, and its collective failure to exercise its 
work for the science that it should be, has brought the world to the 
lamentable point at which it now finds itself. 

We are about to experience the violently painful and now 
unavoidable outcome of running our economies as we do. This 
crash will not be a 'fool's' 'mistake'. It will be an intended feature, 
a design, of our chosen set of economic rules. The pain and the 
suffering are part of the system: the violence is in the system: the 
crash will be the inevitable consequence and a necessary component 
of the West's prevailing macro economic and fiscal policy orthodoxy. 

But be in no doubt, some - certainly most of the powerful and 
wealthy - will do not so badly out of the impending chaos. The losers 
will be the more ordinary folk: families will lose their homes; hard 
workers will lose their jobs; worthy enterprises will go under; good 
reputations will be darkened; pensions and savings will evaporate; 
inheritances will vanish. The whole cycle will repeat. 

This is not how it should be. 
In this very place, three years ago, in our summer 2004 issue, 

we brought readers' attention to the cutting-edge work of reformers. 
We stand by the conclusions we came to back then. The first global 
housing crash will hit in 2008 and unfold to its worst in 2010. We 
have at least two years of economic hell in front of us. 

We cannot avoid it now. If there is not a 'major readjustment' of 
the market, dumping a massive portion of its value, and trashing 
homeowners' assets - how would ordinary families without 
property inheritances ever be able to afford their own homes? -
what would happen to future levels of tax receipts, considering the 
increasing portion of national 'wealth' deriving from the unearned 
gains in the housing market - universally lightly taxed? 

Of course the global nature of this crash does not mean a universal 
market outcome for all players everywhere. Instead, simply, it will 
be one that is globally-linked: the usual regional re-balancing of 
locational resource value will occur, as usual at this point in the 
cycle, but it will happen on a planetary level. As the impact of the 
crash destroys values in Western markets, some part of those values 
will re-manifest themselves in land value gains in the emerging 
new superpowers of India, China and elsewhere. Soon Chinese and 
Indians will be sitting down to enjoy land value gains which were the 
subject of a decade's dinner party table-chatter back West. 

We should pity the property-rich Western homeowners relying 
on their property assets for their pensions. But, first time buyers, 
rejoice. Your time is nigh. 
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comment 

Counting the land 
The running of a country relies on having to-hand the right sort of information. 
Duncan Elliott argues that on that score the UK government is working in the dark. 

Way back in the early summer of this year, 
Britain found itself with a new Prime Minister, 
Gordon Brown, and a new cabinet. Alistair 
Darling was assigned the tough job of replacing 
Brown as Chancellor of the Exchequer. Brown 
had enjoyed a fairly sustained period of relative 
prosperity while in charge of the purse strings. 
But how will Darling fare under the leadership 
of someone who spent such a long and arguably 
successful time as Chancellor? Darling, as with 
his predecessors in the post, will to some extent 
be able to perform only as well as the information 
with which he is provided allows him. It is this 
information and the advice he receives based on it 
that should inform his decisions. 

Society and the economy are analysed in 
many ways and by many interests - government 
departments, independent policy groups, 
academics and so on. The decisions that are taken 
as a result impact upon the economy, society 
and the environment. Decision making in some 
quarters has a greater impact on more people than 
in others. From this perspective, and in terms of 
running the country, two important public sector 
institutions whose work has a direct impact on 
people in the United Kingdom are the Treasury 
and the Bank of England. Whilst the Bank of 
England is officially independent of government, 
ultimately it has tasks set by the Chancellor. This 
contributes to the importance of the Chancellor's 
role in terms of running the country. 

Clearly we need information to make 
decisions. There is an untold amount of 
information to aid decision makers, generated 
across all sectors of the economy. But it's not just 
the quantity of information which is important: 
in fact, it is often said that we suffer from 
information overload. It is above all the quality of 
the information which is key. We must ensure that 
it is fit for purpose. 

The focus of this article is the issue of what 
data and information is required to run the 
country. My purpose here is to highlight a 

glaring omission. It is one that needs to be 
addressed if the country is to be run effectively 
for the common good. This is not to say, of 
course, that if this information was available, 
the country would automatically be run well. 
We would still rely on the right decisions being 
made. Nevertheless, without the right sorts of 
information it is unlikely that good decisions 
can be made at all. 

Statistics are an important source of 
information. They are used and abused 
to support different theories, to criticise 
arguments and, importantly, to inform 

a yital source 
of information 
for running 
the country 
is currentlv 
missing 

decisions. Statistics are also integral to the 
different models used to understand the 
economy, for instance by the Treasury and the 
Bank of England. 

For example, the retail price index, one 
measure of inflation, is used by government to 
index pensions, state benefits and index linked 
gilts. A slight rise in inflation may trigger a 
decision to increase interest rates. Deviations in 
the economic cycle might result in fiscal policy 
decisions designed to get the economy back on 
track. In both instances information is key to 
trying to deal with expectations in order to steer 
the economy on the apparently right course. 

There's a lot of data available, and while 
there is often concern over its quality, on the 

A recent overview of the economy published by the National Institute of Economic 
and Social Research suggests that insufficient attention has been paid to house 
prices over the past few decades. Since 1987 the total return on housing is estimated 
conservatively at 7% per annum in real terms, on which tax does not need to be paid. 
This is higher than the return on other assets upon which tax in general must be paid. 
One problem with this is that it is effectively borrowing on a large scale from future 
generations. So whilst the government sets targets with respect to its own borrowing 
(below 40% of GDP) it completely ignores the borrowing that is resulting from the 
returns on housing. While in the short term increasing house prices don't seem to be 
a problem, in the longer term they certainly are. 

whole the government has a massive body of 
useful information to aid its decisions. 

All sorts of models are constructed to 
understand what is happening in the economy 
and the implications for policy. However, let us 
turn to a very simple economic theory of the 
production function: the theory includes three 
factors of production: land, labour and capital. 
Often economists omit land (or at least fail to 
distinguish it separately from capital) - perhaps 
to simplify the issue. Yet natural resources 
and man-made capital function differently 
in economic terms. This common omission 
should give a clue as to part of the problem 
with much of what is currently done. 

We can ask two key questions. First: are 
the models that are being used sufficient for 
understanding the economy as a whole - can 
they be used as one of the tools required to 
run the country? Second: are the indicators 
that are currently used to analyse the economy 
fit for purpose - do they provide the correct 
information for the assumptions which underlie 
whatever model is being used? 

The Treasury and Bank of England are 
generally looking at the economy at the 
macroeconomic level. But if we consider this 
is simply an aggregation of the microeconomic 
level, how then do things measure up against 
our most basic of economic models? If we 
look at what is analysed by the Treasury and 
the Bank of England, there is a big focus on 
capital, in terms of productivity and prices, and 
perhaps a slightly lesser focus on an analysis of 
labour, in terms of wages and employment. 

To understand the economy as a whole one 
requires information on the whole economy. 
In this respect data on land is the glaring 
omission. On one level then, the answer to the 
first key question is that the models used - for 
even basic analysis of data - are not sufficient 
for understanding the economy as a whole. 

What about house prices, as a measure of 
land value? The Treasury in their summary 
overview of the economy publish movements 
in the Halifax house price index; the Bank 
of England uses a number of housing market 
related data from different sources, including 
the Halifax, the Home Builders Federation, 
the Nationwide and the Royal Institution 
of Chartered Surveyors. Here the two 
questions posed above are relevant. First, is 
sufficient weight given to this data in terms of 
understanding what is going on in the economy, 
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value with separate information. 
While there are some sources of basic 

land value data, such as the Valuation Office 
in England and Wales and the Registers of 
Scotland, these are not detailed enough to 
properly analyse what is going on in terms of 
the whole economy. Therefore a vital source 
of information for running the country is 
currently missing. The lack of detailed land 
value data also poses problems for the correct 
estimation of capital stock. This means that the 
quality of important national statistics such as 
GDP is likely impaired by the fact that there is 
not a proper understanding of what portion of 
income is economic rent. 

Finally, the example given (see box) of the 
study by the National Institute of Economic 
and Social Research, estimating the return on 
housing since 1987 as around 7% per annum - if 
given a sufficiently detailed regional breakdown 
of data - could have shown the big differences 
between (and even disparities within) regions. 
However, such data is not available. 

More and more information is available in 
terms of statistics for particular regions within 
the UK. These include regional estimates 
of GDP, and a variety of Neighbourhood 
Statistics. But, for the same reasons as at the 
national level (ie understanding the regional 
economy as a whole, and improving the quality 
of other data), there is a clear need to plug the 
hole that exists in terms of measuring the value 
of the land. This information is also essential 
because understanding social and economic 
regional disparities is necessary for focussing 
productive investment. 

While the practical aspects of getting this 
data is beyond the limits of this article, there is 
clearly a need for such data to be available. 

We can draw two main conclusions. First, 
that there is a need for land value data. Second, 
that it is essential to stress the importance 
of land value data. The challenge is to start 
collecting and analysing data on land value. It 
is required by those who run the country. It is 
also required by those who want to analyse and 
critique the running of the country in order to 
more fully comprehend the impact of policies 
and the socio-economic situation of society. L&L 

Duncan Elliott is an economist with the UK 
Office for National Statistics, based in Wales. 

and second, are these indicators fit for purpose? 
There have been significant rises in UK 

house prices in the past two decades. If saving 
is replaced by investment in housing this can 
cause a problem in terms of diverting resources 
from capital stock. Hence it creates a problem 
for the economy in the longer term. How can 
this problem be highlighted? Increases in house 
prices are generally not due to increased wages 
for labour or prices for materials required for 
housebuilding. Those have indeed increased, 
but by nowhere near the rate that house prices 
have. So an important issue is that in terms of 

data currently used to analyse the economy 
there is no separation of capital and land value 
in terms of assets. 

This means that in the data currently used, it 
is not possible for advisers and decision makers 
to distinguish clearly between productive 
returns to investment - such as making 
improvements to a house - and the returns 
from rising (or falling) land values. (In terms 
of economic theory, such land value returns are 
known as economic rent or unearned income). 
In other words the data are not really fit for 
purpose. It is important to distinguish land 
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In part two in this series Ole Lefman tallies the good and bad 
including their contribution to the protection of trade freedom 

essay 

The effect of 

All sorts of privileges are allowed 
in Western societies. They can be 
categorised broadly as privileges 
granted because of the need for 
regulation of certain activities, 
so-called privileges that in fact 
are rewards for service and 
should be honoured by wages, 
and 'intellectual property rights'. 
Privileges can have real value, 
which people are willing to pay for. 
Those values are an element of 
what economists call economic rent 



the L&L essay 

The existence of privilege in society has many 
effects, some of which are good and some bad. A 

main area of their influence is how business and 
trade can be conducted. The balance of their 

effects is the consequence of the efforts of 
the power-brokers in society. 

In most modern societies exclusive 
rights or entitlements are enjoyed over many 
things. A clear and strong philosophical 
defence can be made for exclusive rights to 
manmade property. No privilege is involved 

or invoked in such rights. The effects of those exclusive 
rights are reckoned to be good. Privileges - exclusive 

entitlements - must be invoked in all other situations. 
Sometimes, privileges are granted to use or dispose of land 

or other natural advantage. / T 8 I 
i 

Some places are rich in the resources that human beings need for their 
survival and comfort. Some locations provide advantages strongly sought 
after by human beings. Other areas are poor in resources: they may 
provide only little or no advantages to those who occupy them. In primitive 
societies the more sought-after areas will be occupied by the more powerful 
individuals and groups, who then exclude those who are less powerful. 

In organised societies the government by its supreme authority makes 
and enforces the rules and laws which govern the territory. Government 
guarantees exclusive entitlement to use and dispose of lands or the 
resources they contain, to those who are able to pay the highest tributes 
- in exchange for an annual rent or a once-and-for-all lump sum. This is 
a country's system of land tenure. 

Advantages available on or beyond the tide line - at sea level or under 
or above it - are dealt with in the same way. In recent decades other 
resources such as positions in space, and the radio spectrum have been 
dealt with similarly. 

Advanced societies need such rules. Without exclusive entitlement to 
the use of land and other natural advantages, 

Privilege 

A privilege — etymologically 'private 
law' or law relating to a specific 
individual — is a special entitlement 
or immunity granted by a government 
or other authority to an individual or 
a restricted group, either by birth or 
on a conditional basis. A privilege 
can be revoked in some cases. In 
modem democracies, a 'privilege' 
is conditional and granted only after 
birth. By contrast, a 'right' is inherent, 
irrevocable and held by all humanity or 
all citizens from birth. 

Wikipedia.org 
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competition between human beings who want 
to use natural resources could turn into social 
unrest. But even if people restrained from 
violence, the absence of security of tenure would 
make modern production and commerce near 
impossible: without security people would not 
be as confident to initiate development fixed 
by location - such as the erection of buildings, 
fixing of plant, installation of infrastructure, or 
the cultivation of longer-term crops. 

Society has a common interest in the 
best possible use of the advantages provided 
by nature and society. So these exclusive 
entitlements - which are privileges - are 
reckoned generally as being of good effect. 

Sometimes privileges are granted for the 
purpose of regulation and control. 

In order to safely, efficiently and equitably 
manage certain activities, substances or 
processes, the government may wish to regulate 
by general prohibition. By issuing licences 
which privilege identified parties, these things 
can be dealt with according to rules and 
regulations given and controlled by government. 

The subject of such privileges might 
include things like polluting processes, 
nuclear activity, genetic modification, certain 
sorts of scientific research; trade in medical 
drugs, explosives, weapons, dangerous 
products and services; handling of waste 
water, rubbish, disposal of corpses; exertion 
of physical power within and beyond the 
realm; and putting money into circulation. 

Without such restricted privileges the 
alternatives would be either total prohibition 
- meaning nobody taking advantage of the 
possibilities in question - or unrestricted 
and unlicenced free activity - uncontrolled 
handling of waste water, rubbish and dead 
bodies, and the uncontrolled exertion of power. 

The effect of allowing privileges granted 
for the purpose of regulation and control is 
reckoned generally to be good. 

Some privileges are granted as rewards for 
meritorious services. 

The government may give privileges to 
people who have served it or the people. These 
privileges may give their holders advantages 
over their competitors who then suffer from the 
privileges. The privilege holders would find the 
effect of this to be in their own interests - so 
for them a good effect. 

Without exclusive entitlements granted as 
rewards for services, the government would 
have to pay money. The government that saves 
expense by pushing the cost of such rewards 
on to future governments may consider this a 
good effect. Future governments may find the 
effects bad. People in general may find that 
postponement of expenses to be a good effect. 
But in general the good effect would actually 
be very limited. i 

Some privileges are granted as what are 
known as 'intellectualproperty rights'. 

Creators of 'intellectual property' can 
enjoy protection over their work. Inventors, 
composers, artists, writers, designers and other 
such people may have copyright over or apply 
for a patent to the product they have brought 
forward. Patents are privileges meant to enable 
the inventor to receive commercial reward in 
proportion to the value of the advantages that 
their inventions have provided for the public. 

Without doubt the beneficiaries of intellectual 
property rights enjoy their good effects. But it 
is unclear whether denying these rights would 
hamper the development of creative output, and 
whether the effects of intellectural property 
rights are in fact good for society at large. • 

But the institution of privilege can also have 
bad effects. 

One bad effect of privileges relates to 
competition. The enjoyment of a productive 
monopoly or the holding of a privilege can 
confer a commercial edge over competitors, 
or can hamper competitors' endeavours to 
compete. Both these benefits are appreciated 
by the privilege holder. But their consequence 
is that goods and services are produced in 
smaller quantities, in inferior qualities and at 
increased prices - with excess profits on top 
of what the monopolists and privilege holders 
would have been content with, had they not 
held their privileges. 

Monopolists and holders of privileges may 
find competition-checking effects to be good 
- but for society at large they will be bad effects. 

Another bad effect is exclusion. 
Monopolists and privilege holders, whether 
productive or non-productive, exclude others 
from some advantage of nature or society; 
exclude producers from production; and 
prevent citizens from enjoying life to the full. 
The result of such exclusion is that the demand 
for access to the advantages of nature and 
society increases - and consequently that the 
price of access increases. It also means that 
there are fewer products for sale, and fewer 
homes for sale or rent - and therefore also 
increased prices for these things. 

Furthermore, an effect of increased prices 
caused by exclusion by non-productive 
monopolists and privilege holders is that 
employees may have to accept living farther 
from their places of work. This wastes time and 
money on commuting, uses fuel unnecessarily, 
contributes to pollution of the environment and 
adds to congestion. Extended distance between 
the home and work is reckoned to be a bad 
effect too. 

Both the exclusion of people from areas 
where jobs could be created, and the exclusion 
of people from areas for homes near their jobs, 

mean a waste of resources and possibilities. 
Increased prices of goods, services and homes 

may be appreciated by the sellers, but society at 
large will reckon them to be bad effects. 

Similarly with unemployment: its effect 
of lowering wages will be appreciated by 
employers, but generally it is reckoned as a 
bad effect. 

A third bad effect of privileges can be 
to enable some to accumulate wealth from 
unearned income. 

Though some privileges are without 
exchange value, other privileges and 
monopolies can be extremely valuable. 
Valuable privileges can have several 
consequences: 
• They can build up fortunes to a few persons. 
Using their excess-profits or windfall-profits as 
purchasing power, they take out products and 
services from the market without supplying 
to the market in reciprocation. This practice 
leaves a reduced quantity of goods and services 
for unprivileged and under-privileged citizens 
to choose from, and those at increased prices. 
• They deprive the government of the income it 
creates by using governmental power to protect 
private monopolies and privileges. This makes 
it necessary for the government to collect 
from the producers (through the tax system) 
the revenue it needs for the administration of 
society and for the provision of public services 
and infrastructure. 
• They cause a deadweight on production. 
The effect of taxes on production and 
consumption is that demand and supply cannot 
meet at prices for optimal production; fewer 
consumers will accept the higher prices and 
fewer producers will accept the lower income, 
meaning reduced production and trade, and 
reduced employment. 
• They create poverty among unprivileged and 
under-privileged citizens who do not receive 
big salaries or profits for supplying specialised 
services or goods - whether to the government 
or to the wealthy holders of monopolies and 
privileges, and their supporters. 
• They increase the gap between rich and poor 
people. This can destabilise society. It creates 
a class of very satisfied wealthy citizens living 
lavishly, a satisfied middle class, and a growing 
class of very unsatisfied, insecure and alienated 
citizens who have to accept low wages for their 
work, or the alternative of unemployment. 
• They destroy self-confidence and self-respect 
among people who are deprived of their equal 
share of the value of nature and society; they are 
denied free access to nature and the advantages 
of society without compensation; they are 
obliged to accept unfair working conditions 
and low wages; they have to accept dwellings 
in disadvantageous locations; and they have 
to put up with their landlords' inefficient 
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administration and careless maintenance of their 
premises. 
• In the longer term they sweep our civilisation 
back to barbarism. This is what happened 
to Rome and the other ancient civilisations. 
The felling of great civilisations - sometimes 
catalysed by natural events - is invariably the 
result of power and wealth concentrated within 
a select privileged class of citizenry - leaving 
the multitudes without possibility to provide 
or fend for themselves, dependent on private 
charity or social support. 

While some of these effects of the holding of 
a valuable privilege or monopoly may be positive 
to the interests of those who hold them, society at 
large will reckon them all for bad effects. 

The effects of privileges - good or bad - are all 
the result of the exercise of power in society. 
The use of power may be protective, which in 
general will be a positive thing; or it may be 
aggressive, which is usually reckoned to be 
uncivilised and reprehensible. Sometimes the 
use of power is protective to some people, but 
aggressive against others. 

When power is used by aggressors they 
usually make big efforts to describe it as 
protection. So, when we hear about protection it 
might in fact be aggression. This is particularly 
so when speaking about trade. 'Protectionism' 
may be a blessing to some people, but may at the 
same time be a curse to others. Trade is a major 
beneficiary of privilege in society. 

• 

In an ideal market, equal actors would 
exchange their goods and services without 
problems, satisfying all parties in the market 
by the provision of economic advantages to 
them all. However, in reality, without powerful 
regulation and protection of the market, the 
conditions of deals would be determined by 
whoever exerted the strongest physical power. 
This would often mean the downright capture 
of goods, or threats which would discourage 
suppliers from joining the market. 

Early in history, rulers and local 
governments understood that by using power to 
keep piracy and bullying dealers away from the 
market, trade would be conducted much more 
freely. Everyone's profits would be increased 
over what they would have been without 
protection. Protected market places became 
so successful that traders agreed to pay to 
the protector a fee out of the profit they could 
make, which made free market protection a 
lucrative business for all parties. 

It would have been a great advantage for 
all citizens had these experiences from local 
market places been copied onto the world 
market of daily trade and industry. But that 
is not what happened. Some of the players 
on the international stage are still able to 

enjoy protection of their individual trades or 
industries in the form of tariffs and taxes on 
others' goods, or privileges and monopolies 
(see L&L 1217). 

The most common understanding of 'free 
trade' is of it simply being a market without 
any governmental regulation, restrictions or 
taxation. This idea became widespread in the 
closing phases of the mercantilist period in 
the 18(h century. Mercantilism urged that a 
nation should maximise export of domestic 
products, and minimise the import of other 
countries' products. That policy was based 
on the idea that a large quantity of precious 
metal, gold and silver, received in exchange 
for export, proved economic success and 
political strength (strong armies being paid 
in gold and silver). However mercantilism 
proved to be a fiasco, creating international 
tensions and aggressions. 

It was followed by the idea of liberalism, 
including the liberation of international trade 
by the gradual reduction and final abolition 
of custom tariffs, taxes and restrictions on 
international trade. 

Originally this free trade policy only 
applied to international trade; but some 
liberals also urged for abolition of government 
regulations in domestic trade and industry. 
It was this post-mercantile understanding of 
free trade that spread over Europe and the 
USA during the 19,h century. During the same 
period, socialists and communists garnered 
supporters from the suppressed working 
class. They raged out against free trade and 
made it their prime argument for unification 
of workers in trades unions and political 
parties. Many suppressed working class people 
had experienced free competition as a very 
destructive power. They found that it urged 
workers to compete against each other, forcing 
them to accept employers' unfair conditions of 
labour - often extremely risky and unhealthy 
work at low wages. Workers wanted protection 
against this exploitation and found it to a 
considerable degree in trades unions and 
political partiesjgl 

The post-mercantile understanding of free 
trade continued to be a much-used argument 
for trades unionists and supporters of socialist 
politics. Even today most socialists are 
convinced that free trade means unregulated 
trade and industry, which they strongly oppose. 

Liberals of today are no longer fighting 
mercantilism; they fight the ideas of socialism 
and communism. They understand free trade in 
the same way as the socialists. But unlike them, 
liberals think its effects are positive and urge for 
the abolition of all regulations and restrictions 
and for low taxes on trade and industry. 

Anti-socialists are also opposed to taxes on 
the unearned income of landownership and on 

other privileges. They argue that there is no 
difference between land value taxes and other 
taxes, and urge that taxes should be spread to 
as many different sources as possible - except 
investors, enterprises of trade and industry, and 
privilege holders. 

Anti-socialists look away from the fact that 
taxes on wages are taxes on production. They 
deny that they are urging against the interests 
of producers when protecting the 'free lunches' 
of unearned income that 'non-producers' 
capture. They choose to ignore the fact that all 
taxes burden trade and industry except tax on 
privilege-profits including rent of land. 

But there is another way of looking at free 
trade: namely, trade freed from monopolies and 
privileges, as far as that is possible, and freed 
from restrictions, regulations, and taxes - other 
than those protecting lives, health, equal rights, 
and the environment. In order to realise this 
approach to free trade it is necessary annually 
to collect the rental value of land and other 
privileges which have to be tolerated. This 
revenue could be used for the betterment of all 
citizens on an equal footing. 

The three kinds of free trade I have 
summarised are, in brief: 

(1) 'Free trade' on the world market. This 
brand of free trade would need only a small 
customs administration strong enough to cope 
with illegal trade in drugs, weapons, piracy, etc. 

(2) 'Free trade' in foreign and domestic 
trade and industry. As the aim here would 
be to avoid any governmental interference 
in private traders' businesses, only a 
small governmental administration is 
necessary. However, one might foresee a 
strong confrontation between the holders of 
privileges and those who are without. 

(3) Free trade without privilege holders' 
withholding of the excess profits of privileges, 
and without restrictions other than those that 
protect human beings' lives, health, equal 
rights and the environment. This genuine free 
trade needs a strong government administration 
able to cope with monopolies and privileges 
which arise. It must also be able to collect the 
rental value of tolerated valuable privileges 
- including landownership - and to use the 
revenue for the betterment of all citizens on an 
equal footing. 

So we see that the success of free trade 
relies on the good effects of necessary 
privileges. L&L 

Part three in this series will appear in the 
spring 2008 issue of L&L and will look at how 
we can eliminate the bad effects of privileges. 

Ole Lefmann was Deputy President of the IU 
1993-2001, since when he has served as the 
Union's Honourable Assistant Secretary. 
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Hey big 
spender 
Living with Leviathan 
by David B. Smith 
IEA, 2007. 190pp 
ISBN: 0255365799, £12.50 

It is a great pity that David Smith 
did not read an earlier IEA 
publication, Wheels of Fortune, 
by Fred Harrison before he sat 
down to write this book. He states 
the problems and Harrison gives 
the answers. 

Smith's theme is public 
spending, taxes and the size 
of the state and its economic 
performance. In 1913 UK public 
expenditure as a percentage of 
GDP was 12.7 per cent, in 1937 
it was 30 per cent, and now it is 
around 45 per cent. Sweden with 
its high spending experience 
peaked at 72.4 per cent in 1993 but 
this is projected to fall to 55.5 per 
cent in 2007. The author is unclear 
what effect such figures have on 
economic performance. He quotes 
studies that indicate that 30 - 35 
per cent will achieve most of the 
social and political objectives that 
justify government intervention. 
In attempting to do too much, 
modern Western states may well 
neglect their core functions such 
as law and order, and military 
preparedness. 

What is important in the 
equation is how the tax is raised. 
Harrison very clearly indicates 
the negative impact of bad taxes 
and suggests better ways of 
raising money. Public spending on 

infrastructure benefits the private 
sector. The London Underground 
Jubilee Line extension increased 
adjoining land values by close 
on £3 billion. A land tax on this 
increase would have recouped this 
public expenditure. Smith sees 
that high government spending 
does not lead to the eradication of 
poverty and that the cost in terms 
of economic growth forgone has 
been considerable. He says "it is 
highly likely that societies are 
poorer than they would have been 
if low spending ratios had been 
maintained." 

He briefly examines different 
forms of taxation and notes that 
Britain in the eighteenth and 
nineteenth centuries saw rapid 
economic growth when most taxes 
were levied on fixed assets, such 
as houses. He doesn't differentiate 
between property and land in 
the way that Harrison does but 
concludes that a mature debate 
about, among other things, the 
forms of taxation, should be 
a priority within parties and 
between parties. "Sadly," he ends, 
"there is little sign of this debate 
beginning." 

Geoffrey Lee 

My world! 
Who owns the World 
by Kevin Cahill 
Mainstream, 2006. 640pp 
ISBN: 9781845961589, £25 

Kevin Cahill is a cataloguer 
of wealth and an inquisitor of 
privilege. He first nailed his 

colours to the mast with his 
early work on The Sunday 
Times Rich List. His latest book 
sits at the present end of a line 
of investigation starting with 
McEwen's Who Owns Scotland 
(1977), Wightman's subsequent 
Who Owns Scotland (1996) and 
then Cahill's own Who Owns 
Britain (2001). 

For Cahill and for his 
predecessors it is the 'who' that is 
key. The major part of Who Owns 
the World is a country by country 
catalogue of the major landowners 
of the world. This may indeed be 
a necessary and - as the author 
claims - long overdue piece of 
work. Many argue that publicly 
available and complete registers 
of natural and common resources, 
including the facts and nature 
of all titles to land and burdens 
upon them, is an institution 
necessary for modern democracy 
and efficient governance [see 
Counting the land, p.4. Ed], The 
result of Cahill's work is to reveal 
that concentrated patterns of land 
ownership are prevalent all over 
the world. He resents the situation. 
Cahill's concern is that these 
patterns be "dissolved". 

Cahill's historical analysis 
describes the increasing 
spreading of 'ownership' of 
landed resources over the past 
century: his political perspective 
applauds "land redistribution". 
He commends the vision of 
Hernando de Soto; but he does 
not share that economist's 
enthusiasm for Western "private-
property laws and recording 
systems". Cahill argues that 
"property law in the developed 
world is at best internally and 
institutionally corrupt, having 
been created by thieves trying to 
legitimise theft and maintained 
by the descendants of the original 
thieves, for their private benefit 
and no-one else's". Cahill holds 
that around the world present-
day property systems are for 
the most part "destructive to 
both democratic and political 
progress". He believes "economic 
progress in the West has been in 
spite of, and not because of, the 
structure of property law in most 
Western states". 

In this book however, in a 
way more than in all the earlier 
'Who Owns' work, Cahill is 
also interested in the 'how' of 
ownership. The other major part 
of Who Owns the World, over 
twelve chapters, is a historical 
overview and analysis of world 
landownership. Some readers 
may sometimes find the author's 
analytical predisposition 
prejudicial. Certainly unrequited 
monarchists will find no succour 
here. Nevertheless the texts are 
fascinating. Disappointingly, 
his efforts regarding the 'hows' 
remain more in the nature of 
surveys than proposals. 

In the end, for Cahill, it is 
information - land registration 
- which is "the key requirement" 
for reform. The reform itself 
he advances is the dissolution 
of "the monolithic legal forms 
of ownership" which his book 
discloses, and the establishment of 
"a proper free market in land...in 
every country in the world". 
The author does not much go 
into what he means by 'proper': 
the reciprocal obligations to the 
community which the owners of 
land may be due are not discussed. 
The author's demotion of the great 
reformer Henry George (who 
so clearly laid bare humanity's 
responsibilities in this regard) to 
no more than a common witness 
of the Irish Famine of 1845-9 
is disappointing from a writer 
who would seek to banish unjust 
privilege from the world and who 
claims to know the land. 

Isabel de Menenez 

Bubbly 
Unlocking the Riches of Oz 
by Bryan Kavanagh 
Earthsharing Australia, 2007. 28pp 
AUSSlO 

This short book is subtitled 'A 
case study of the social and 
economic costs of real estate 
bubbles (1972-2006)'. In it, Bryan 
Kavanagh provides a concise 
exposition of how property 
bubbles - which can easily arise 
in the current Australian system -
cause economic recession. He also 
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lars rindsig: 
the view 

from the right 
I routinely stand out as the most rabid, market worshipping 
right-winger in any crowd - except when I'm around my rabid, 
market worshipping right-wing friends who think I'd be alright 
if it wasn't for my leftie views on land. 

I expect Fred Foldvary maybe shares that feeling from 
time to time. Foldvary teaches Austrian economics (that 
is, in the tradition of Friedrich von Hayek and Ludwig von 
Mises) at Santa Clara University in California - as does, 
incidentally, David D Friedman who is the son of Nobel Prize 
winner Milton Friedman. Son David has taken his father's 
libertarian economics to their logical apex and proclaims 
himself an anarcho-capitalist. Foldvary, too, is a no-holds 
barred libertarian. He is a fan of privately owned local 
communities and a regular speaker at conferences of groups 
like the International Society for Individual Liberty and the UK 
based Libertarian Alliance. He is also a former Congressional 
candidate of the California branch of the Libertarian Party and 
a contributor to online journals with names like Anti-State.com 
if the above wasn't enough to rattle you. 

Of course Foldvary is not just your average libertarian 
academic boffin. His particular brand is the fusion of Austrian 
economics with a fundamental tax reform based on resource 
rents - taxes on land, natural resources and pollution 
(rather than legislation) - which he calls geo-anarchism or 
geo-libertarianism. Foldvary's latest publication, a small 
pamphlet called The Depression of 2008, was published this 
summer. In it he examines the business cycle of the property 
market. Foldvary's conclusion is the same as the cover story 
in this issue it's all going down in a cloud of dust. 
So, the conclusion of Foldvary's analysis does not differ 
fundamentally from that of other economic researchers like 
Fred Harrison. His route, however, does. 

The concept of money is central to Austrian economists 
- and not just because they all want more. 'Austrians' ardently 
favour a totally privatised and non-regulated monetary system 
issuing gold-backed, non-inflatory money. Consequently, 
Austrians do not treat all capital goods as one variable - like 
most economic analysts - but treat money and financial 
capital separately from other capital items like cars, houses 
and typewriters. This is all very theoretical stuff but important 
because under a free banking regime, changes in the interest 
rate would not cause problems since it would move naturally. 
Whereas with a government central bank, adjustments to the 
interest rate are artificial and distort the economy. 

So a key aspect, in Foldvary's view, of countering the 
harmful boom/bust effects of the property business cycle is the 
introduction of a free banking policy. Since the market would 
prevent inflation this move would, by itself, dampen (though not 
prevent) the real estate cycle. Equally important, says Foldvary, 
is the introduction of a radical tax reform that replaces taxes on 
income, goods and sales and profits, with a levy on the value 
of land. The real killer, though, is the two initiatives working 
in tandem. One without the other won't make the cut; even 
with an artificially lowered interest rate, government controlled 
money will continue to work against the true free market. 

And this is where Foldvary's take on economics truly 
shines. Focussing too narrowly on one aspect of the solution 
- whether it is a tax shift or free banking - only gets us half 
the way. We'd be better off, sure, but not nearly there. 

suggests what otherwise might 
have been, if the fiscal regime 
had not been, as he characterises 
it, 'the Mad Hatter's Tea Party of 
taxes'. 

The book is based on a careful 
analysis of data and builds up 
a picture of the economy in 
classical terms, of earned (labour 
and capital) and unearned (land) 
incomes. At this point I would 
have liked more information 
on how this had been done: it is 
interesting to note the increase 
in privatised rent (from 8% of 
resources in 1911 to 27% by 
2005). However, the detailed 
analysis of the real estate market 
helps to fill in the picture. So 
whilst I would have liked to 
explore further the methods 
used in determining classical 
components of Gross Domestic 
Product, the omission does not 
detract from the overall message. 

In a counterfactual, Kavanagh 
estimates what income might 
have been, in terms of GDP, had 
the tax regime been organised in 
such a way that it prevented these 
real estate bubbles; that is to say, 
if a proportion of the rental value 
of land were captured for public 
revenue. 

I'm not a great fan of 
counterfactuals. They tend to have 
so many unknowns. Nevertheless 
even the conservative estimates 
the author presents are staggering. 
If the property bubbles that 
occurred between 1972 and 2006 
were to have been eliminated, 
it is estimated that Australian 
GDP would have been AUSS700 
billion greater than currently it is 
(ie 75% higher). This amounts to 
AUS$35,000 per year per person. 

All in all this short book sets 
out an interesting analysis. It 
demonstrates why we should be 
concerned that sufficient attention 
is paid to the issue of land values. 
In conclusion I should like to note 
that such analyses as this could 
be much more readily facilitated 
if there existed clear and detailed 
information on land values, 
www. earthsharing. org. au/unlock 

Duncan Elliott 

Charg ing for 
landing 
(continued from the back cover) 
However, crudely, the charging 
formula is actually based on 
passenger numbers. Long 
established major airlines with 
grandfather rights - if you had 
them last year, you get them this 
year - are able to monopolise 
valuable runway space with small 
aircraft, and pay only low charges 
for doing so. 

The system causes unnecessary 
inefficiency and congestion. It also 
fails to collect the fullest revenue 
for the use of a scarce resource. 
However an examination of the 
present system also reveals a more 
fundamental question which goes to 
the bottom of our public finances. 

BAA is a child of the Thatcher 
privatisation years. In 1986 
the original British Airports 
Authority, a public body, was 
dissolved and all its property, 
rights and liabilities were passed 
to the new company, which was 
floated on the Stock Market the 
following year. The company 
has since been delisted and is 
owned by a consortium led by 
Grupo Ferrovial, the Spanish 
construction giant. 

Perhaps the terms of the 1986 
privatisation should be revisited: 
perhaps certain assets held by 
the British Airports Authority 
properly should have been 
retained in public possession. 
Because that underlying question 
is - why is BAA, a private 
company, permitted to charge 
and collect landing fees in the 
first place? Charges for runway 
slots are charges for the use of 
a resource whose scarcity and 
value is created by the democratic 
will of society when it limits the 
development and use of airports. 
Air traffic landing slots are a 
public resource. On point of 
principle, as well as for the sake 
of industry competitiveness, their 
value should be collected and 
returned to the public purse. In 
taking on the case of BAA the 
Competition Commission will 
have to move into a new area of 
thinking. L&L 



commentary 

Charging for landing 
Jo Stocks thinks the Competition Comission 
should tell BAA how to land its planes 

The UK Office of Fair Trading has referred 
BAA to the Competition Commission for 
investigation. BAA styles itself "the world's 
leading airport company". 

OFT's concerns centre on possible 
monopolies on the supply of airport services. 
BAA owns the London hubs of Heathrow, 
Gatwick and Stanstead, and three of Scotland's 
four main airports. Questions are being asked 
about passenger consumer choice and airline 
competitiveness. BAA provides the marketplace 
for the exchange of an annual 144 million 
passengers and 620,000 airline flights. 

On the passenger side, BAA is one of the 
largest commercial landlords in the UK, owning 
a £1.4 billion portfolio of airport properties. Over 
900 organisations trade from its premises. This 
area of its business is little different from other 
commercial landlord operations - although the 
monopoly issue might loom larger than usual. 

On the airline side, BAA's role is much 
more particular. The company manages, 
and profits from its role as gatekeeper to, the 
runways. BAA's present-day revenue from this 
side of its business is unknown, but likely to 
be in the region of £ lb a year. This aspect of 
BAA's activity will be a different matter for 
the Competition Commission to grapple with. 
The Commission's success will come down to 
whether it is seriously capable - as the Enterprise 
Act requires of it - of "making and implementing 
decisions on appropriate remedies" on questions 
of competition and monopoly. 

BAA says Heathrow, Gatwick and Stansted 
are operating at or near capacity. OFT concurs, 
and believes "capacity constraints are a feature 
of the market that restricts, prevents or distorts 
competition". 

Operational capacity is determined firstly by 
the dimensional constraints of space and time. 
Public opinion acting through the planning 
system, and initiatives like this summer's Camp 
for Climate Action, set the effective limits 
on these. But also critical to capacity is the 
operating system in place which manages the 

effectively-finite resource of runway space. 
Access to their passengers is granted to the 

airlines via a system of landing and take-off 
'slots'. Allocation of those slots is made by 
Airport Coordination Limited - in effect a cartel 
of the major airlines. So access to the assets 
which arguably are the airline's most precious 
resource is directed by the airlines themselves. 
ACL seems magnanimously comfortable with 
the existing arrangements. 

Allocating the slots 

No member airline receives direct benefit, 
in terms of preferential treatment in 
slot allocation decisions made by ACL. 
All airlines are treated the same, in 
accordance with UK and European Slot 
Regulations which ensure that decisions 
made by ACL are made in a 'neutral, 
transparent and non-discriminatory' way. 
Members believe that it is reasonable 
for them to contribute to the cost of slot 
allocation in the UK, since the cost of the 
coordination task in other countries is 
borne by their Governments or national 
carriers. Contributing to the cost of 
ACL avoids the need for Government 
intervention of [s/'c] control of slot 
allocation and ensures that all the airlines 
receive a high quality coordination service. 
Any airline may apply to join ACL, and 
the Company is pro-active in seeking to 
expand its membership base. |LfI Airport Coordination 

Under the regulation of the Civil Aviation 
Authority, BAA has the exclusive right to fix 
prices and charge airlines for landing and takeoff 
within the slots at its airports. CAA caps prices, 
and according to OFT "the fact that Heathrow 
and Gatwick price up to their price caps suggests 
that price controls hold prices lower than would 
otherwise be the case." 

(continued inside on pll) 
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T H E CHAVEZ PROJECT 

T H E VALUE OF A CARBON FOOTPRINT 

THE FUTURE - the Competition 
Commission should consider 

• reallocating BAA's asset rights rather 
than breaking up its property portfolio 
• abandoning the anti-competitive 
privilege of 'grandfather rights' 
• establishing an annual public auction 
system of tradable slot permits - a free 
market pricing mechanism - promoting 
competition and eliminating monopoly 
within the air travel industry 
• renewable slot permits to apply to 
the use for a certain duration of a 
particular runway at a particular time 
of the week and in a particular season 
• establishing an arms-length public 
'air traffic charging authority' with the 
task of regulating the initial allocation, 
pricing and trading of landing and 
take-off slots 
• permit-holders to pay annually to the 
Treasury the value of the slots they 
hold, boosting public revenues and 
paying for administrative costs 
• airlines relieved of the burden 
of operating Airport Coordination 
Limited, which should be disbanded 
• and, consequently, bringing about 
enhanced democratic decision-
making in the future development or 
delimiting of air travel - enlightened 
by public concern for the consequent 
impact on the public finances of 
increasing or decreasing revenues 
from the use of a scarce public 
resource (and, also, balanced by 
carbon trading which should be 
extended to air travel!. 
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our throw-away culture 
There is increasing awareness of how we are harming the natural environment. But there is little 
recognition of how our precious human built environment is endangered. At the local level we can 
all point to something lost or threatened. But we are throwing away cherished cultural artefacts and 
icons as a direct and systemic consequence of the way we govern our world's land and natural 
resources. In both the private and the public realms - from how individuals may become wealthy to 
the roots of global conflict - our choice of laws and institutions ensures that every step forward which 
human civilisation takes, stamps down hard on what our forefathers 
and mothers fought so hard to - ^ ^ v a ^ achieve, see inside p5 

Underfunded levies let down the 
Big Easy's m a r d i g ras in the 
French quarter of New Orleans 

The Manha t tan sky l i ne 
was decapitated on 9/11 
for a fatwa on land 

Copenhagen s world 
famous Christiania is 
being 'normalised' by the 
government 

US forces tanks have been 
digging up ancient Babylon 
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news in brief ... 
i n t e l l e c t u a l p roper ty for 
t h e c o m m o n good? The 
Geneva-based World Intellectual 
Property Organization (WIPO), a 
UN agency, has moved to resolve 
the problem of IP in international 
relations. A new 45-point agenda 
aims to bring intellectual property 
arrangements into line with the 
needs of developing countries. The 
initiative will address emerging 
problem issues such as rights over 
genetic resources and traditional 
knowledge. 

UK pre -budget repor t This 
year's autumn Pre-Budget Report 
from the UK Treasury contains 
some interesting statements. 
Section 6.16, for instance, states 
that "the Government accepted 
that local communities should 
benefit more from the often 
significant increases in land 
values", and that it is looking for 
"a better way.. .to ensure that local 
communities receive more of the 
benefits...to invest in necessary 
infrastructure and transport." [see 
also good idea/bad idea, p20] 

t h e t r e a t y a n d t h e t a x 
The Draft EU Treaty is silent on 
the questions of fiscal policy and 
practice. The UK Minister for 
Europe, Jim Murphy MP, writing 
for ePolitix.com, said "the EU has 
no power to levy taxes, and the 
reform treaty will not give it any 
new powers to do so." Addressing 
concerns at loss of UK sovereignty 
he added "we will maintain 
national control over key areas 
including tax." 

c o m m o d i t i e s The hunger 
for development that's coming 
from China and the other new 
economies is ramming up world 
commodities prices - and with 
them the value of the earth's raw 
resources. Blips aside, the market 
prices of metals like copper and 
zinc are going up and up. But as 
well as a market response, prices 
can also be a market signal: gold 
has hit a 28-year high. According 
to The Herald, speculators often 
buy that less-basic commodity 
"as a protection against economic 
trouble and political turmoil, or as 
an inflation hedge". 

2 LandSLiberty No 1 2 2 0 Vol 114 



letter 
from the 

editor 
LandSJJberty 
No 1220 Vol 114 Winter 2007-8 

212 Piccadilly, London, W1J 9HG 
ph +44(0)20 7377 8885 
e office@LandandLiberty.net 

Editor Peter Gibb 
Executive Editor Lars Rindsig 
Publisher Henry George Foundation 
Contributors Milton Appel, Mark Braund, 
Edward J Dodson, Dr Fred Foldvary, Maggie 
Hold, Dr Michael Hudson, Chris Huhne MP, 
Geoffrey Lee, David Triggs, Tony Vickers, 
Stephen Zarlenga 
To receive Land&Liberty and to support 
the work of the Henry George Foundation 
contact us at the address above. 

Land&Liberty has chronicled world events 
for over 100 years. It has offered a unique 
perspective with its reports, analysis and 
comment on the core issues of political 
economy. And that uniqueness remains. 
Land&Liberty aims to explore how our common 
wealth should be used - and to demonstrate 
that this is the key to building the bridge of 
sustainability between private life, the public 
sector and our resources - between the 
individual, the community and the environment. 
Land&Liberty - putting people at the heart of 
economics. 

Copyright in this and other Land&Llberty 
publications belongs to the Henry George 
Foundation which welcomes approaches for the 
reproduction of articles. However reproduction 
is prohibited without prior written permission of 
the copyright holders. No responsibility will be 
accepted for any errors or omissions or com-
ments made by contributors or interviewees. 
Views expressed are not necessarily those of 
the publishers. Goods and services advertised 
are not necessarily endorsed by the publishers. 

Land&Liberty is produced on a pro bono basis 
by the Henry George Foundation and printed 
by A Local Printer Ltd on Revive 100% post-
consumer recycled paper. 

ISSN 0023-7574 

The Henry George Foundation is an 
independent economic and social justice think 
tank and public education group with offices 
in London and members throughout the UK. 
The Foundation deals in cutting-edge ideas, 
exploring and promoting principles for a just and 
prosperous society and a healthy environment. 

The Henry George Foundation of Great Britain 
Limited is a company limited by guarantee, 
registered in England, no. 00956714, and 
a charity registered in England under the 
Charities Act 1960, no. 259194. 

www.HenryGeorgeFoundation.org 

IN A DEEP SENSE the us has a great obligation to the world. The 
pecuniary aspect of that obligation is coming to the fore. The theme 
of this issue is bringing home the American debt. 

The depth of that debt of money is quite shocking. According to 
the us National Debt Clock, on the l " of December 2 0 0 7 ("7.20PM 

and twenty seconds GMT"), the USA'S outstanding public debt was 
over nine trillion dollars - $ 9 , 1 4 2 , 6 8 4 , 7 8 8 , 0 8 0 . 7 9 . And the t iming 
of that reference is so specific because the debt is rising so rapidly 
- over seventeen thousand dollars a second. 

The cost of this is enormous. Each working American has to set 
aside one complete hour of their wages every day just to service it 
- to pay back the interest accrued since they got out of bed in the 
morning. Of course no such thing is asked of the American public 
- the interest is not being paid back at all, but folded into the debt. 

Some commentators say that the debt is not of itself a bad thing, 
or that the country is better placed to handle it than alarmists 
suppose. Some even argue that the debt is a good thing because the 
increased means it should make available will empower the country 
to grow itself out of its liabilities. Well, we'll see. 

And if we step back and look at the bigger us debt picture, 
things get even scarier. America's total debt -private and public 
- is claimed as a whopping $48 Trillion - the highest debt ratio 
in history. To service that debt each working American has to 
set aside half their day working 'for the yankee dollar'. Patently 
something is going to have to give. 

The main problem of the 'debt-is-a-good-thing' arguments is 
that they characterise what the debt buys as economic investment, 
and not the consumer spending it often is. Another defence of debt 
says it's 'just money we owe among ourselves'. Setting aside the 
difficulties with that dismissal, the facts increasingly tell us things 
are otherwise. Twenty-five percent of us debt, and that's rising, is 
in the hands of foreign governments - pre-eminently China. The 
financial and political risk to which this exposes the us is evident. 

America's problem will not be with its debt per se. Most economic 
activities, no less national public ones, can be assisted quite properly 
with outside investment, so incurring perhaps very substantial debt. 
America's problems are in fact going to be two-fold. Firstly, too 
much of the money borrowed has not been 'invested' and will not 
produce economic return for the debtor in the coming hard times 
- in fact it has already been 'consumed' on experiences already past 
and on goods already shelved or thrown away. Secondly the debt is 
in large part secured on land-based assets whose over-priced values, 
in the coming economic turmoil, are going to evaporate. 

Stiglitz confirms playtime is over: the pocket money is spent. 
Will such an analysis come to find common acceptance if 

the Chinese debt collectors come knocking at the us door? If so, 
will that new understanding prompt the fundamental economic 
reforms that the us is going to find essential if it is to cope 
peacefully with its place in the coming new global order? 

P e t e r G i b b 
e d i t o r @ L a n d a n d L i b e r y . n e t 
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news 

After the Rock 
Nine days after we published our Crash issue 
(L&L 1219) the Northern Rock story broke. 

The experts are coming off the fence. 
Criticising ex-Fed Chairman, Alan Greenspan, 
Nobel economist Joseph Stiglitz told Bloomberg 
there was now a 50 percent chance of a us 
recession. Kevin Gaynor RBS head of economics 
agrees and sees "a 60 percent risk of recession in 
the first or second quarter next year". 

"The forces driving the boom are clearly 
global in nature," Stiglitz said. He believes 
the era of releasing property equity for leisure 
spending is over. "House prices are going down. 
The impact of that is going to be a very major 
slowdown, maybe recession." 

Houston Chronicle reports Wells Fargo 
President John Stumpf saying current 
conditions are the worst of his 30-year career. 
"We have not seen a nationwide decline in 
housing like this since the Great Depression," 

Frederik I Pedersen, economist with 
Arbejderbevaegelsens Erhvervsrad, says in the 
Danish daily Berlingske Tidende "You could 
easily imagine a poisonous cocktail where, say, 
the dollar hits a downfall with negative effects 
on Danish growth and employment, while 
simultaneously house prices begin to drop". 

It seems the market is preparing for the 
crash. Roland Leuschel, a German crash 
prophet' who foresaw the stock market collapse 
in 1987 says another crash is on its way. The 
DAX and Dow Jones indices are going to be 
halved. He says the DAX index is following 
the same pattern it did before 'Black Monday' 
20 years ago: "I do not base my prediction on 
what people say on the road or at parties but on 
how they act," he told Die Welt. 

Shares of Freddie Mac are down almost 30 
percent and Fannie Mae 25 percent, both at 
their lowest for 20 years, which was just before 
the last housing crisis. 

Buying a good 
education 

HGF report 

Almost half of parents would relocate to get 
their children into a good school. A new survey 
of schooling choice commissioned by The 
Children's Society brings the phenomenon into 
sharp relief. The 'postcode lottery' problem in 
the UK is being recognised as endemic. 

The Herald investigated Jordanhill Academy, 
considered Scotland's "best state alternative to 
private schooling." It reports Angela Wright of 
estate agents Slater Hogg & Howison: "Without 
a shadow of a doubt property prices in Jordanhill 
are higher because the school is so good". 

Bob Reitemeier of The Children's Society, 
was reported saying the situation risked 
creating an education system increasingly based 
on ability to pay. "For many parents the costly 
exercise of moving house to get their child into a 
good school is simply not an option. The current 
system is in danger of embedding inequality by 
making a child's social class the key influencer 
in their educational success". 

By moving to areas like Jordanhill and 
enjoying privileged value gains on their homes, 
many parents can take personal advantage of 
local public spending decisions. 

Postcode profiling is now routinely used by 
companies to identify potential customers. 

Following the successes of the Henry George 
Foundation's au tumn season of Library 
Group Meetings at 11 Mandeville Place in 
London, attention is now being given to 
the development of an exciting new spring 
programme of events. There is no shortage 
of ideas. 

The Foundation is likely to continue with 
the proven Friday format: lunch followed 
by an afternoon meeting - talks, debates, 
or films being presented on alternate 
weeks. Some speakers from the autumn 
programme are expected to return. Recent 
guests have included Fred Harrison, Dave 
Wetzel, Tony Vickers, Roy Douglas, David 
Triggs, Phil Anderson and Tommas Graves. 
Speakers will be invited from other socially 
concerned organisations less familiar with 
the Foundation's areas of interest. 

Spring will see the Foundation seeking 
to build on the success of its new eleven-
week course on "The Science of Political 
Economy'. The course is being presented 
by Executive Chairman David Triggs at the 
School of Economic Science. Based on Henry 
George's book of the same name and the web 
course prepared by Lindy Davis of the Henry 
George Institute in New York, the course 
explores how modern events are shaped by 
the economic system. Some forty attended 
the autumn classes. The signs are good for 
a healthy enrolment in January for a follow 
up course exploring the implications of the 
'science'. The book and course have also 
proved a major discovery for some existing 
supporters who had little prior familiarity 
with George's seminal work. 

These activities, together with the 
established HGF library, highlight the mutual 
benefits of cooperation with friends in 
sympathetic organisations. 

Scottish affordable housing heads for meltdown? 
The Scottish government says rising land and 
house values run contrary to the needs of good 
governance. 

Firm Foundations, the government's latest 
housing discussion paper, was published 
in October. It states high land values are 
"incompatible with our commitment to getting 
better value for all public expenditure". 

The paper discusses the problem of increasing 
dependence on subsidy for new homes. "Housing 
Association Grant meets an average 67% of the 
cost of each new house built by Registered Social 
Landlords" the paper states. "Over the three 
years 2005-08, most of the Government's £1.2 
billion expenditure on affordable housing will be 
spent on HAG subsidies". 

The paper highlights where the problem 
lies - and it's not in the houses themselves. 
"While the proportion of building costs per 
house covered by HAG has remained broadly 
constant", the paper says, "the amount of HAG 
per house has risen - from £52,000 in 2002-03, 
to £79,000 in 2006-07,a n increase of 35% in real 
terms over four years". 

The paper blames "the price of land" - but, 
contradicting itself, blames also "inflation in the 
construction industry". "But whatever the cause", 
the government says, "continuing to increase the 
amount of subsidy per house is unsustainable". 

Government policy may be on shaky ground, 
even in the short-term. Success will ride on the 
future vagaries of the housing market. A fall 

would take out some part of that unaffordable 
land value. 

Launching the document, Deputy First 
Minister Nicola Sturgeon MSP said "our 
wellbeing, as individuals and families and 
as a society, depends heavily on our ability 
to find a decent house that we can afford in a 
place where we want to live. Our proposals are 
ambitious and radical". 

But it seems the proposals are anything but. 
There is no recognition of the fiscal dimension 
of the problem, nor even anything to deal with 
this "unsustainable" land problem which the 
government identifies as a barrier to "good 
value" in the public sector. So perhaps no 'firm 
foundation' for the future after all. 
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our throw-away culture 
There are many despairing high profile cases of good work destroyed and culture 
lost around the world. Here L&L presents to you five stories of human civilisation sent 
backwards for the sake of a better appreciation of our universal birthright in land. 

Ancient ruins - like these, possibly of 
Babylon's Hanging Gardens - destroyed 

Babylon 
Babylon - the four and a half thousand year 
old capital city of ancient civilisation, site of 
the Tower of Babel and the Hanging Gardens 
of Babylon, one of the seven wonders of the 
ancient world - suffered "widespread damage" 
and "severe contamination" at the hands 
of the us-led invasion force in Iraq. Lord 
Redesdale, head of the all-party parliamentary 
archaeological group, lamented the American 
forces who were "actually damaging the 
cultural heritage of the whole world." But, as 
Alan Greenspan says in his new book - "it is 
politically inconvenient to acknowledge what 
everyone knows. The Iraq war is largely about 
oil." Ancient Babylon has been broken in the 
global resource war to alienate people from 
their birthright. 

Christiania 
Founded in 1971 the Freetown of Christiania 
occupies an abandoned military barracks in 
the centre of Copenhagen. From the beginning 
Christiania has been considered a 'social 
experiment ' by the Danish government who 
has tolerated the widespread use and sales of 
certain drugs and the prevailing 'inventive' 
building methods, on the condition that the 
850 residents enforce a strict self-policed line 
of action that excludes hard drugs, weapons 
and the violent biker gangs that have plagued 
Denmark. 

In 2 0 0 4 , however, the parliament passed an 
act to intiate a 'normalisation' process of the 
area. Intensive policing efforts have ensued 
(only to drive away the hash sales to covert 
locations in the rest of Copenhagen) and the 

Palaces and Properties Agency is enforcing a 
complete stop on all building and repairs of 
the properties in Christiania. 

Both courses of action are self-admitted 
political ventures to discourage the 
Christianites from staying on. It is ironic, 
since the Christianites frowned upon the 
sale of property in the Freetown, that the 34 
hectares is expected to be sold to developers 
with an attractive planning permission. 

The Twin Towers 
K M _ 

9/11 was a day of barbarous murder. It was 
also, and deliberately so, a day of cultural 
destruction. The twin towers of the World 
Trade Center were a political symbol. They 
were also the architectural centrepiece of 
the cultural mega-icon that is Manhattan. 
As tl ey went to their own deaths that day 
the Al-Qaeda conspirators had Osama Bin 
I.aden's violent 1998 fatwah ringing in their 
ears - "For more than seven years, the United 
States has been occupying the lands of Islam 
in the holiest of places, the Arabian Peninsula, 
plundering its riches." The twin towers fell in 
the global battle for land and resources. 

rid Trade Center -
1 of a global battle 

Coney Island 
Coney Island is a twentieth century Americ 
icon. It was once the unique New York resort 
which offered the working class excitement 
and romance. But one by one the attractions 
are closing down. This quintessential place 
in the nation's collective cultural memory 
may not endure far into the twenty-first 

century. Maxim Gorky described the beach's 
"miraculous castles, palaces and temples" 
which he saw in 1907; Woody Allen's film 
classic Annie Hall immortalised living under 
the rollercoaster; Lou Reed's Coney Island 
Baby shares the community 's celebration of its 
freaks. 

Charles Denson, author of Coney Island 
Lost & Found, says "Coney Island was never 
an amusement park. It is a New York City 
communi ty on city streets. It didn't have a gate, 
it was never fenced in. It's never been owned 
by one person. That's what's so dangerous. To 
Joe Sitt it's just cheap waterfront property." 
Sitt is the neighbourhood's least favourite 
person right now. He has assembled the most 
extensive portfolio of Coney Island property 
since the 1880's and the corrupt days of John 
McKane. The life of the Island is being put on 
short lease. The law of the land is bolstering 
the speculation that will be the downfall of a 
treasured part of America. 

Mardi Gras 
New Orleans was a disaster waiting to happen. 
When that disaster finally came, was it really 
the fault of Hurricane Katrina? The human 
cost of what happened was terrible. But were 
the human preparations not woeful? Was the 
downtown French Quarter of The Big Easy 
protected as it should have been? Why was 
the home of Mardi Gras not protected by the 
proper standard of levee barriers it needed 
to hold back the waters - fully funded by 
the city land values created by the public 
trust in that infrastructure? New Orleans D 
and with it Mardi Gras was almost lost 
because the tax authorities preferred to let 
the land values created by its (insufficient) 
public works rest unearned in the hands of 
the city's householders, instead of collecting 
the value for public use and applying it to 
the construction of a reliable city defence. 
Everyone lost out big time as a result when 
Katrina came. What value New Orleans* land 

er the sea? L&L 

No 1 2 2 0 Vol 1 1 4 LandSLiberty 5 



analysis 

Beyond our 
democracy 

failed 

retirement party for the caretaker managers Mark Braund looks forward to the 
of a failed protoype democracy 

IT MUST be a long time since mainstream 
politics was so bereft of ideas. People are 
turning away from the ballot box in their 
millions having lost all faith in the ability of 
politicians to address the mounting problems 
facing society and the planet. This has led to 
talk of a democratic deficit, but the real cause 
of the political malaise is a profound deficit of 
economic understanding. 

Although politicians are never slow to take 
credit for perceived economic successes (which 
these days only ever amount to staving off the 
inevitable downturn for another year) they 
generally consider the economy beyond their 
remit. Having settled on a particular set of 
economic arrangements, the modern politician 
prefers to concentrate on other issues. What 
nobody seems to have grasped is that every 
issue has an economic dimension, and that 
none of the most pressing has a solution 
without changes to the economic structures 
and institutions that underpin society. 

For more than a century now, mainstream 
economics has gone about its work in a 
determinedly value-free fashion, choosing to 
ignore the obvious connections between the 
way the economy is configured and the kind of 
society we live in. It has been left to politicians 
to take measures to protect the social fabric 
from an economic system set on tearing it 
apart. It would have been far easier if, in the 
aftermath of the industrial revolution, steps 
had been taken to level the economic playing 
field so as to provide genuine opportunities to 
all citizens. But at least, through the welfare 
state, it was possible to address the direst social 
consequences of the economists' neglect. 

The welfare state grew out of a common 
commitment among politicians of all parties 
to the ideal of a just society. If democracy was 
unable to mount a serious challenge to the root 
causes of centuries-old inequality, then at least 
politicians could speak up for the interests of 
those of their constituents not well-served by 
the economy. By contrast, and against growing 
evidence to the contrary, today's politicians 
insist that current economic arrangements 
offer the only chance of delivering wellbeing 
and security to all. In a world dominated 

by a monopoly-controlled media with 
unprecedented influence, politics has gone the 
way of economics: hijacked in the interests of 
minority wealth and privilege. 

What does this mean for the prospect of 
building a more inclusive and sustainable 
world? If economics holds the key to a just 
society, but practitioners of the dominant 
neo-classical model glibly accept a raft of 
assumptions which bias their discipline 
in favour of minority interests, and if 
representative democracy is unable to 
challenge the prevailing order, then the 
outlook would appear bleak. 

politics has 
gone the way 
of economics: 
hijacked in the 
interests of 
minority wealth 
and privilege; 

On the other hand, the failure of economics, 
and growing apathy towards politics, could 
provide an opportunity. If sufficient numbers 
were persuaded that change is possible, 
and that continuing social injustice is not a 
consequence of having reached some natural 
limit on progress but of our failure to challenge 
minority interests, then a revitalised economics 
could inform a new politics adequate to the 
challenges of the twenty-first century. 

Today, there are three major threats to 
society: climate change, the growing gulf 
between cultures, and deepening poverty amid 
unprecedented wealth. These three can only be 
tackled in concert, and then only if economics 
and politics are transformed to serve the 
interests of all citizens, including those 
yet to be born. Fortunately, a great deal of 

theoretical work in opposition to neo-classical 
theory has already been completed. The 
legacy bequeathed by Adam Smith and David 
Ricardo is honoured in the work of many brave 
individuals who recognise the centrality of 
economics to questions of social justice. 

Notwithstanding the absence of an 
authoritative set of contemporary academic 
texts, I believe a viable alternative economics 
already exists. It may lack a name, and it 
certainly needs a great deal more exposure, 
but much of the ground work has been done. 
We already have the requisite theoretical 
understanding. The challenge now is to use it 
to galvanise the political landscape in pursuit 
of a more just and sustainable global society. 

Today's political and intellectual context 
is quite different from that of a century ago. 
Despite the best educated citizenry in history 
(or perhaps because of the means by which 
it has been achieved) it is unlikely that two 
million people will read and be inspired by 
a book about economics, as they did in the 
decades following the publication of Henry 
George's Progress and Poverty. 

Despite his great publishing success, 
George ultimately failed, in part because he 
misunderstood the political landscape of his 
time. From the industrial revolution onwards, 
despite great depressions and catastrophic 
wars, there were palpable signs of progress 
in many parts of the world. Many people 
experienced direct benefits; and for the rest, 
rapid social change held out the possibility 
of improvements in living conditions which 
had endured for generations. Patchy though it 
was, this progress not only made people more 
ambitious for themselves, it also gave them 
a new sense of moral aspiration for society. 
Those moral aspirations have continued to 
grow. But a flawed economic system has proved 
quite unable to fulfil them. This is why there is 
such disillusion at a time when technological 
advance should be solving many historical 
social problems, rather than creating new, 
planet-threatening, ones. 

Although drawing on the same 
understanding of economic laws that inspired 
George, a new economics for the twenty-first 

6 LandSLiberty No 1 2 2 0 Vol 1 1 4 



analysis 

century needs to present itself quite differently. 
It must not give the impression of being 
against the landowner, for too many people 
today have a stake in land through home 
ownership. Instead, it must make the moral 
case against all forms of unearned wealth. 
Certainly this includes wealth derived from 
land rent, but it also includes the unearned 
income from speculative investment, and the 
riches enjoyed by those who benefit from a 
system of debt-based money creation which 
strangles economic opportunity so that 
only a few may benefit. Each of these three 
mechanisms continually tip the balance of 
wealth and power in favour of a small minority 
- in the process denying a fair chance in life to 
millions. A just society is impossible as long as 
unearned income is permitted. 

The second focus of a new economics must 
be sustainability. The planet's natural resources 
are sufficient to sustain human populations 
in security and comfort for generations to 
come, especially considering that improved 
economic justice and attendant reductions in 
poverty are universally observed to lead to more 
manageable population levels. But we must end 
our obsession with consuming energy-hungry 
non-essentials, and reverse the processes by 
which people in less-developed countries 
are being seduced by the dubious promises 
of consumer culture. Again, much of the 
theoretical work on reconfiguring the economic 
system to ensure the sustainable management of 
our planet's resources has been done. 

Success in today's politics is impossible, we 
are told, unless ideas can be communicated 
in ten-second soundbites. But soundbites do 
not have to be devoid of meaningful content; 
they can be based on sound economics and a 
clear moral vision. Here are a few examples 
that might appeal to the millions of people 
worldwide who are increasingly dissatisfied 
with the quality of their lives, and frustrated 
at the direction of social change: 'Increasing 
consumption is not making us any happier'. 
"Individual liberty counts for nothing if 
you can't afford to clothe, feed and house 
your family'. 'An economy which delivers 
vast unearned wealth to a small minority is 
condemning billions to poverty and many 
more to lifelong insecurity'. 'Give everyone 
access to genuine economic opportunities 
and we could all pay less tax'. 'In an economy 
driven by competition, there will inevitably 
be as many losers as winners'. 'Under current 
arrangements, economic success requires us 
to destroy our planet's capacity to sustain 
life'. 'Increasingly, all societies are facing the 
same problems; these problems can only be 
addressed on a global scale'. Seven simple 
messages, none of which takes more than a few 
seconds to communicate. Obviously they will 

have to be rigorously defended against attacks 
from those whose interests are 
served by the status quo, but 
they already strike a chord 
with many people. 

But what political 
platform is available to get 
these messages across? The 
main political parties in the 
UK are fatally constrained by 
a left/right 

which V v X — -
stops Lafc { ^ 1 

them 
thinking 
beyond the 
confines of 
tried and 
failed policies. 
They should 
now be treated 
only as caretaker 
managers of a 
failed prototype 
democracy, while 
grassroots activists and 
campaigners articulate a 
new global politics to take 
us forward. 

There are two ways 
this could happen: 
through the emergence 
of a new political party 
(just as Labour emerged 
to eclipse the Liberals 
nearly a century ago) with 
a clearly articulated moral 
and political philosophy 
based on universal justice 
and sustainability; or, 
through a global grassroots 
movement which makes 
use of existing political 
structures to lobby for change 
towards the same ends. 
Such a movement already 
exists in the shape of the 
International Simultaneous 
Policy Organisation, which 
offers an alternative 
based on a set of local-
to-global democratic 
decision making 
fora, and addresses 
the problem of 
first-mover 

disadvantage whereby progressively-minded 
nations are held to ransom by a global financial 

system that enforces strict adherence. 
My sense is that both these things need 

to happen if the path to a just society is 
to open up before us. By making effective 
use of more democratic media outlets like 
the internet, a new, globally aligned but 
locally organised movement could emerge 

that might give birth to new political 
parties in many countries, each 

campaigning on'a shared 
^ agenda acknowledging the 

common problems faced 
by all nations. All that 
is required are leaders 
of exceptional moral 
courage and vision. 

All transformative 
social movements are 
driven by a desire for 
change among large 
numbers of people. But 

only occasionally do such 
leaders emerge. It can 

happen, and it will, just as 
soon as sufficient numbers 
can be persuaded that a better 
world is possible - and that 
they have a central role in 
bringing it about. L&L 

Mark Braund is the author 
of The Possibility of Progress 
(2005). He has written for 
The Guardian and The Times 
Literary Supplement, and is 
a regular contributor to The 
Guardian's online comment site, 
Comment is Free. He is currently 
working on a book which 
examines the role of economics in 
promoting a just and sustainable 

global society. 
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A Liberal tax shift 
LibDem Councillor Tony Vickers explains how his new book - Location Matters: 
Recycling Britain's Wealth - shows how through the adoption of land value taxation 
Britain will prosper in the modern world. 

LOCATION matters. When choosing where to 
carry on a business, or live, everyone knows that 
the location can make a huge difference. It's why 
we generally have to pay more to run a business 
in a city centre, or to live in a garden suburb. 

In Land Markets and the Modern Economy, 
published by the Royal Institution of Chartered 
Surveyors, the authors point out: "Human 
populations are expanding, but the land is a 
finite resource, putting ever-increasing pressure 
on the living-space". Unlike in most markets, 
such a 'demand-push' for land cannot result in 
increased supply. It can only enable those who 
already hold land rights - such as homeowners 
- to demand a higher price for a share of 
those rights, which makes them richer. This is 
intrinsically unfair. It is 'something for nothing'. 
It is a transfer of wealth from the land have-nots 
to the land-haves. 

In my new book I wanted to explain simply 
how that happens. I wanted to explain what the 
consequences of it are for society: and I wanted 
to explain what could be done to correct that 
failure in our application of market mechanisms. 

The wealth that accrues to landowners "in 
their sleep" (as Winston Churchill recognised 
a hundred years ago) [echoing Mill, Ed] should 
belong to us all: it should be "a Treasury for 
the Nation", as he went on to say. Any public 
charge on those who hold land rights should 
not be called a tax, because it is payment of 
rent due to society. 

My book picks up where Churchill's 
early Liberal thinking left off - planning for 
a People's Budget to reclaim the wealth of 
Britain's land for the public at large, and to 
enable other taxes to be reduced. As some 
Greens are now putting it: "Keep what you 
make, pay for what you take". 

Not only is the human population 
expanding, but per capita it is consuming more 
of our natural resources. Up to 20 planet Earths 
would be needed to maintain the current global 
population at the consumption levels currently 
enjoyed by the us. The resources are finite: not 
just the land surface, but also resources like 
the capacity of air to hold dispersed carbon 
products and the sea to sustain fish stocks. 

This is exacerbating the divide between asset-
rich 'developed' older nations and individuals 
and wealth-creating, income-poor younger 
people and nations. It is also compounding 
climate change. Climate change is the ultimate 
externality. It is imposed largely by 
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those people and groups who hold wealth and 
use it to acquire more wealth through the efforts 
of others. They receive these benefits while we 
are taxing those others almost exclusively for 
the public goods that all require: health, clean 
water, police and courts, education, etc. 

The fiscal mechanism I describe in my book 
does have the effect of recycling wealth through 
the development process. The reason I chose 
"recycling" for my sub-title is that the word is 
understood as having a connection to climate 
change - to being part of an urgently needed 
solution. The global environmental dimension 
to this fiscal mechanism was entirely unknown 
a hundred years ago, when Churchill was 
making his plans, although the seeds of climate 
change were sown even earlier. We were not 
running out of time then in the way we are now. 

I want my book to help people understand 
how we can make it possible for those upon 
whom we will have to rely to get us out of 
this frightful mess - the workers and the 
entrepreneurs - to do so without paying tax on 
the fruits of their efforts: earned incomes and 
profits. Liberal Democrats in Britain have been 
crafting a package of tax reform proposals 
branded as the 'green tax shift' - and a key part 
of it is land value taxation (LVT). 

In ten years of researching this subject, 
I have concluded that there are two main 
obstacles preventing LVT becoming the subject 
of legislation: 1. the politicians' perception that 
the policy is a vote loser; and 2. the lack of a 
technical infrastructure - land information, 
valuers, systems to calculate and collect the tax 
fairly and transparently, and so on. I believe 
that, in Britain at least, we are on the cusp of 
clearing these two obstacles. The second can be 
overcome easily if the first is cleared: politics, 
not technology, is the big problem. 

We now have Britain's third party committed 
to LVT. It is highly likely that it will be in a 
position to influence the policies of the next 
Government, which will be elected no later than 
2010. Although Liberal Democrats have baulked 
at including a domestic LVT in their manifesto, 
the policy is formally approved 'for the longer 
term' with no qualification. 

I believe that voters could be persuaded to 
support LVT. As a local councillor in south-east 
England, where house prices have been rising 

three-times faster than general inflation, I 
have been polling my constituents. An overall 
majority of the 250 who have answered the 
question would prefer 'a fairer property tax' to 
any other option for local finance - including 
the current proposal of a local income tax. 

Of course the opponents to any radical 
change in tax will always shout louder than the 
silent majority. That's where political leadership 
has to be exercised. Sensible politicians (they do 
exist!) as opposed to populist weak ones ought 
to be greatly encouraged by my polling. 

One of the most urgent first steps in any 
campaign plan for introducing LVT would 
be to engage with ordinary people in a more 
scientific way. We need independent opinion 
surveys using carefully constructed questions. 

But we've come far since the Liberal 
Democrats set out to review their tax policies 
in early 2005 and I was appointed to their 
tax commission: from a refusal to look at 
campaigning for LVT to a public acceptance by 
the party's acting Leader Vince Cable MP - a 
highly respected economist - that LVT must 
be our 'direction of travel'. Cable has told me 
that, were our party to have influence in a 
future British Government, he would support 
the early introduction of a tax on domestic 
land values, at a national level, and enable 
reductions in income tax. 

I am convinced that the public mood is 
shifting. If we are to have a habitable planet 
for our grandchildren to inherit, changing the 
culture that treats home-ownership as a right 
to steal wealth from those who create it is an 
imperative: for that is what the system has 
been doing. I hope my book will make change 
easier to understand and accept. L&L 

Tony Vickers is a surveryor and an independent 
land policy researcher and lecturer. He is a 
former chief executive of the Henry George 

Foundation, 
publishers of 
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Chris Huhne MP says ... 

As we approach the centenary of Lloyd George's 1909 
People's Budget, Tony Vickers' new book is a timely 
reminder of one of its key themes: location matters. 
Despite living in a largely 'virtual' world of internet and 
teleconferencing, the issue of 'where' matters as much as 
ever and is still vital to politics, community and society. The 
land question has not gone away just because we don't rely 
on British land for Britain's food supply and industrial raw 
materials. Instead land lies behind the crises in affordable 
housing and the lack of public transport infrastructure. 

Vickers combines spatial and political awareness with 
many years of careful academic research to give us a very 
competent and readable oversight of the issues surrounding 
land values and land value taxation. Like growing numbers 
of people in progressive politics, I have long believed 
that the behaviour of imperfect land markets needs to be 
addressed by modern government. Neither the property 
market nor the tax system are fit for purpose in the modern 
age without a carefully constructed land value tax. 

The reasons for this have been known to the initiated 
since Adam Smith. They are too often ignored, and indeed 
kept from the wider public by vested interests. This book 
is a primer for anyone who wants to help create a more 
equitable, efficient and sustainable Britain. 

There are few people in Britain today who have done 
more than Tony Vickers to bring the land question back 
into public debate. In the past decade, numerous studies 
by and for governments in these islands have come and 
gone, some of which have acknowledged the beneficial 
attributes of land value tax but all of which gather dust. 
Some have had too narrow a remit; others have preached 
to the converted and used language that makes 'real world' 
politicians and commentators cringe. There is a danger in 
overstating the case, of which Vickers is aware. 

I commend this book to any radical of whatever party 
who supports a free market system but believes markets 
are there to serve society and not be their master. As 
Mark Twain famously said of land: "They don't make it 
any more". That perception - give or take a polder or two 
- is what makes land both unique and capable of creating 
such roller-coasters of wealth and poverty both within 
generations and between them. It is up to governments to 
intervene where markets fail. Without land value taxation, 
the land market in Britain is bound to fail to deliver the 
homes and communities we need. If the Government does 
not soon intervene to recycle Britain's land values, we may 
not run out of land but we will run out of time to secure a 
fair, free and sustainable society. 

(a version of this appreciation forewords Tony Vickers' new book) 

david triggs' | 
long view I E L 1 

Throughout history, civilised societies from all corners of the 
globe have incorporated into their own laws the moral law that 
prohibits 'theft'. It is of fundamental economic significance, 
clearly associated with ideas about property and wealth. 

Wealth is vital to civilised life. Without it people living within 
a society would be unable to satisfy even their basic, let alone 
their most refined, needs. The social problems we have come 
to associate with wealth arise not from the nature of wealth 
itself, but rather from attitudes to it and how it is acquired. So 
a proper understanding of the laws that govern the production 
and distribution of wealth - the object of the science of 
political economy, is vital. 

What is wealth in the context of political economy? All wealth 
is valued for its ability to gratify human needs and desires. But 
while all wealth is valued not all that is valued is wealth. All that 
is supplied by nature - people, ideas, skills and all manner of 
human attributes and services may be valued, but these are 
not included in the term 'wealth' for the economic scientist. 
Land and labour are often confused with wealth. In reality, only 
when labour is impressed upon land and adds value is wealth 
produced. With the appearance of wealth however, comes the 
third key factor of production - capital, that portion of wealth 
used to facilitate the production of more wealth. 

Wealth in the context of political economy, as distinct from 
what might be regarded as individual or personal economy, has 
an additional quality - 'value in exchange'. This quality lends 
to wealth its special liberating power. It forces people seeking 
to gratify their desires with the minimum of effort, to provide 
wealth for each other rather than for themselves directly. This 
enables them to devote their lives to such diverse pursuits as 
politics, journalism, farming, carpentry, manufacturing, trading, 
music and the arts, sport and leisure, religion and philosophy 
and much more besides. All this is possible through our pursuit 
of the process of exchange or trade - a uniquely human trait. 
Here is the production of wealth at its most profound. 

Through exchange, the value created by the other modes 
of production - by moving, separating, recombining and 
growing that which nature provides - is encouraged and 
enhanced. With every free exchange, people receive more 
in value than they give. It is always win-win: exchange adds 
value and more wealth is always the result. Nobody invented 
or devised this wonder of civilised behaviour, it just seems to 
arise naturally when people come together. 

Production, however, is not the only way to create exchange 
value. Human institutions can create it in things that are 
not wealth, through the granting of privileges for some with 
corresponding obligations on others. Since the value created 
in this way does not derive from production, there is no 
overall increase in the wealth available to humanity. Common 
examples include licenses, monopolies, patents, tributes, 
money, taxes, tariffs, slaves, and titles to land. When individuals 
or corporations claim such privileges, wealth is transferred from 
producers to non-producers without the producers receiving 
any corresponding wealth or service in exchange. Since these 
transfers follow not from any law of nature but from the laws and 
regulations that have been devised and adopted within society, 
the risk of error, theft or fraud, either deliberate or by default, is 
a constant danger to be guarded against. Where it is not, the 
production and distribution of wealth is compromised. 

2 Land&Liberty 
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snowj^gpreciaijeft for the importance 
fistorical analysis is yet to become 

ntpa^mall caqre of ec 
oeyond the theoretical limits 

cal writings to explore the 
, -consequences of entrenched landed privilege 

which their predecessors analysed and debated 
during the era of the political economist. And, 
in recent years, a growing number of economic 
forecasters have abandoned a priori theoretical 
approaches in favor of a posteriori analysis of 
data and predictors of what is likely to happen 

' in the future. 
f j ^ha t we know and argue is that analysis 
„that recognises the very real differences*^ 

b e t w e ^ nature and what we produce by 
applying our labour to nature has a distinct 
advantage when it comes to forecasting the 

: candidates 
hoping to win the us Presidency - with the 
possible exception of Dennis Kucinich - are 
even aware there is a problem with landed 
privilege. Democratic Party candidates talk 
about raising the tax rates on those with the 
highest incomes but make no distinctions 
between income that is earned Or unearned (i.e., 
derived from producing goods rather than from 
rent-seeking privilege and subsidies), tygr do 
any of the candidates seem to be very worried 
by a us government debt that has passed $9 
trillion and is increasing by $1.45 billion each 
day. George Bush's successor will be faced with 
the challenge of having to raise over $ 5 0 0 billion 
each year just to service this debt. How seriously 
this debt level will stress credit markets and 
the global economy is uncertain. One thing is 
for sure, the pain will be felt by those least in a 

covered by employment-basedH 
ilth insurance fell from 64.2% to 59-7^. 

while the number of uninsured in the us has 
climbed to 47 million. Obesity is a national 
epidemic, with nearly 25% of the population 
described as obese, including a steadily-
increasing percentage of the nation's children 
and adolescents. The long-term implications of 
a population in such ill-health are frightening. 

The us is also in the midst of what could 
easily devolve into another financial sector 
meltdown. Through the first half of 2 0 0 7 , nearly 
4 6 1 , 0 0 0 bankruptcy petitions were filed in us 
federal court (5% of which involved businesses), 
resuming an upward trend in record filings 
which temporarily subsided in 2006, when 
total filings totaled only 590,000 - down from 
2 million in 2005. (The most important reason 

>35rthe significant drop in filings was passage 

The signs of economic and societal stress 
future. To date, unfortunately, our collective jffl in the us are apparent for all to observe. Some 
efforts to establish such a forecastiijafl, f J | , 
capability have suffered from an absence of 
dedicated resources. Hopefully, a younger 
and more skeptical generation of economics 
professionals will find their Way to a redirected 
theoretical vigour, y 

In the meantime, as we look at the global 
economy and the growing evidence that the 
system is highly stressed, our criticisms of 
conventional fiscal and monetary tools are 
affirmed. Nothing economists as public policy 
advisers have proposed has ever stabilised 
land prices. If anything, land speculation 
is as widespread today as ever. Population 
migrations, advances in technology transfer 
and global communications have stimulated 
urban land values all around the globe. The 
opportunities for rent-seeking gains, often 
making use of bank-provided credit, have 
simultaneously resulted in troubling patterns 
of increased wealth and income concentration 
in many of the social democracies: nowhere 
more so than in the United States. 

Here in the us, serious cracks in the social 

position to deal with greater hardship. in 2005 of the Bankruptcy Abuse Prevention 

44% of all us households have no financial 
reserves at all. A majority of households have 
no retirement plan except for that provided 
under the Social Security program. Nearly 33 
million people live in households classified 
by the government as below the poverty level. 
One in four households who live in rented 
housing are required to devote over half of 
their monthly income just for rent; the cost of 
utilities - on a steady upward climb - is an 
added living expense. 

And, then there is our health care 
nightmare. The latest statistics indicate 
that just since 2002 the percentage of the 

US national debt in $ tri l l ions 

Act, which made filing for bankruptcy a more 
involved and expensive process.) 

Defaulting mortgage loans and the 
resulting home foreclosures are a major 
factor in the escalating number of individual 
bankruptcies. Foreclosure actions during the 
first half of 2007 have been pursued on over 
573,000 properties (55% higher than in the 
first six months of 2006). This amounts to one 
foreclosure filing for every 134 households in 
the United States. In some parts of the us the 
number of foreclosures has been large enough 
to trigger even more defaults, as homeowners 
find themselves unable to carry the costs 
of rising interest rates on adjustable rate 
mortgages, yet unable to refinance into a fixed 
rate mortgage because of falling land values. 

The stresses on the social fabric in 
the us are both serious and diverse. The 
tools employed by government are either 
ineffective or destructive. A real question is 
whether our circumstances will deteriorate 
at an accelerated pace, bringing on a full-
blown depression; or, by some remarkable 
convergence of externalities the downturn will 
be moderate and relatively short-lived. L&L 
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JIM COCHRAN points us to a corner of the 
global economy not well-understood b y ^ ^ P 

st of its participants and a good many of 
I its analysts. I am reminded of the book Lost 

Prophets by the former economics editor of the 
Vfy]l£treet Journal, Alfred Malabre, Jr. His 

j , a s s e s s m e n t of the economists whose writings 
he scrutinised is worth repeating: 

"Credentials seemed to matter little. U 
Most economists, then as now, were degree 
laden, typically sporting a doctorate as well 
as a master's degree in economics. But there 
was little relationship between the accuracy 
of individual forecasts and the academic 
backgrounds of particular forecasters. Few 
economists could match the credentials of 
Milton Friedman. Yet, his performance as a 
forecaster was a b y s m # P » " 

There is one main reason whyj^iev*- ~ 
^ e c o n o m i s t s are able to accurately forecast 

they rel 
their lo 

influence to have 

changes in any ecortcftfiy." Neo-classical 
economic theory has evolved to describe 
almost everything as a form of capital. The 
environment is described as natural capital, 
just one more category of assets brought to 
the market by the price mechanism. Treating 
nature as capital may help to structure 
solvable equations but causes a serious 
misunderstanding of real world markets and 
forces. 

Nature is more accurately described as the 
first factor of production, the factor with a 
zero cost in terms of labour and capital goods. 
Nature has been provided to us for our use 
and exploitation without charge by whatever 
forces created the universe. The supply curve 
for nature is vertical because locations on the 
earth are finite. Economists ignore the fact 
that as price increases there is a very strong 
tendency on the part of those who control 
locations on the earth to hoard them (and 
whatever resources are contained therein 
or thereon) in anticipation that curtailment 
of supply will drive up price (and profits) 
even higher. Monopolists have practiced this 
art of cornering control over the supply of 
essential natural resources for centuries, with 
governments often as their willing partners. 
Their strategy is to get in when the markets 
are just at the bottom, ride the markets to the 
point where they see widespread (and very 
irrational) exuberance, then get out before the 
inevitable crash. And, if they miscalculate, 

rbed at public 
The origins of global financial instability 

are intimately linked t»"speculation in land 
and in natural resources. Bankers have always 
periodically forgotten about the repeating 
nature of the so-called business cycle and all 
of the bank failures of the last downturn. They 

provide the credit that adds fi 
the speculative fires already burning. 

Agriculture provides us with a consistent 
J. example. Disruption of food production 

during the First and Second World Wars 
drove up prices for food crops, and farmers 
competed for additional acreage to expand 

^produc t ion . Agricultural land prices 
skyrocketed duffing the war years, and banks 
made loans based on these war-inflated 
values. When peace returned and the farmers 
of the warring nations were able to get back 
to business, global commodity prices fell. 
Many farmers then found themselves highly 
leveraged, unable to generate sufficient 
revenue to service their debt, and thousands 
of individuals lost their farms. After several 
cycles, the world is solidly under the control of 
corporate agribusiness. In many nations, high 
income individuals looking for tax shelters 
and government subsidies have purchased 
agricultural land minimally operated to meet 
government requirements. 

In the mid-i970s, the bankers were absorbed 
by the prospect of huge double-digit returns 
on loans made to resource-rich nations, such 
as Mexico and Brazil. Then, when oil was 
discovered under the North Sea, the supply-side 
of the equation stabilised. Developing nations 
could no longer service their debt and the banks 
were faced with huge losses. The banks that 
survived called for deregulation so they could 
achieve maximum diversification and thereby 
reduce the risk of market failures (and their 
own poor judgment). 

Some time was required for the financial 
services industry to recover from meltdowns, 
such as that of the savings and loan collapse 
in the United States - a crisis caused mainly 
by government regulation that allowed 
creation of the money market funds without 
simultaneously allowing the savings 
institutions to compete on a level playing field. 
Add to that the Fed's abandonment of interest 
rate controls in favor of trying to manage 

the money supply, and the result was years 
of declining portfolio values for institutions 
that had been making long-term, fixed rate 
mortgage loans. Around 1983, the banks 
were granted authority to issue certificates of 
deposit at rates competitive with the money 
market funds. Adjustable rate mortgage terms 
were introduced, followed by mortgage-

Insecurities issued by Fannie Mae and 
Freddie Mac, and sold by Wall Street firms. 
Today, securitisation expands every time there 
is interest rate volatility. Mortgage-backed 
securities and their commercial equivalents are 
far more liquid than portfolios of whole loans. 
The derivatives market has evolved because 
of the complexity of tax law rather than any 
legitimate business purpose that I have ever 
been able to identify. 

The secondary markets have brought 
many benefits to the users of credit and to 
investors. Yet, as Jim Cochran paraphrases 
the view of some worried economists, "this 
perception of stability has encouraged greater 
risk-taking than has traditionally been seen 
to be prudent." All one has to do is follow 
what is happening in the housing sector 
- and with second and third mortgage lien 
lending, particularly - to be convinced this is a 
remarkably calm understatement. 

Those of us concerned with protection 
of the earth's ecosystem have great reason 
for worry over the economic and financial 
crisis into which we are being drawn. The 
us is in debt trouble thanks to the policies of 
the current us administration and the laws 
passed by the previous Congress. In the past, 
when governments found they could not raise 
enough revenue to meet their obligations, they 
simply exchanged government ious for central 
bank notes. We in the us are likely headed 
into another period of stagflation, with serious 
consequences for the environment. L&L 

The second part of this article is edited from a text 
published in the September/October 2007 issue of 
World Watch. 

Edward J Dodson is Director of the us-based 
School of Cooperative Individualism. He is author 
of the book Discovery of First Principles (2001-2). 
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fresh thinking 

Claiming the 
virtual domain 
A new frontier for speculators has opened up. Peter Gibb argues 
our failure to get to grips with the virtual world is impeding much 
needed reform. 

BUSINESS is booming on the internet. Economic 
activity takes place there, and profits are made 
and taken to the real world. After the bursting 
of the dot.com bubble stocks are again rising 
and profits are being made. But wealth is not 
only created by online retailers like Amazon, 
com, or by the developers behind such sites. 

It is clear that the development of the 
virtual world has required investment and the 
application of capital, and investors have been 
receiving their rewards. It is also clear that 
initiative and enterprise has been required, in 
the form of labour. From the key personalities 
who have driven the virtual world project 
from the top, to the many engineers and others 
who have designed and built the systems hard 
and soft - they have received wages for their 
work. But what of the third leg of the classical 
economic stool? What of'cyber-rents' - and 
what of a public aspect of the virtual world? 

The foremost life of the virtual world 
subsists in the World Wide Web (see right-most 

box). The building of the Web is a never ending 
project. It is surely the unmatched wonder of 
the modern world - a feat of individual and 
joint effort which is producing mankind's 
greatest ever knowledge institution. The 
internet is the physical structure within which 
the Web and other aspects of the virtual world 
is built (see box below). 

The socio-political fabric of the virtual 
world is not directly comparable to what we 
know of the real world. But let me draw out 
some analogies. The World Wide Web can be 
seen as the private life of the virtual world. A 

website can be seen as a particular and private 
development and activity at a defined place 
- of a virtual geographic location. The World 
Wide Web is the aggregate of all the activity 
and enterprise of people and organisations 
in the virtual world. It is the output of their 
labour. The Web equates to the private realm 
or private sector in the real world. 

Let us examine what is the 'landscape' of 
the virtual world. The human geography of 
the real world is its form and function insofar 
as it relates to human life. Web 'domain' is the 
geography of the virtual world: it is the human 

t h e In te rne t Wikipedia defines the Internet as "a worldwide, publicly 
accessible series of interconnected computer networks that transmit data by packet 
switching using the standard Internet Protocol (IP). It is a 'network of networks' 
that consists of millions of smaller domestic, academic, business, and government 
networks, which together carry various information and services, such as electronic 
mail, online chat, file transfer, and the interlinked web pages and other resources of 
the World Wide Web." 
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for instance, C7G. 
The word 'sex' has human meaning. And 

with that meaning comes potential value. Many 
people will be attracted to the domain of SEX. 
COM and want to go there: the domain name 
identifies a place which - independent of how it 
is developed (in terms of its web page content) 
- might be found attractive. Any commercial 
effort exerted at the domain of SEX.COM will 
generate greater return than an identical effort 
at other domain locations. So simply by virtue 
of their domain title, there is a potential for 
unearned income to be generated for its holder. 
As John Stuart Mill would no doubt have said: 
"domain holders grow richer in their sleep 
without working, risking, or economising." 

geography of the World Wide Web, and its 
places and locations are manifested and valued 
through the commonality of our humanity. 

In order to facilitate a meaningful 
understanding of the virtual world by its 
users, a system using natural language is 
used to identify and locate its landscape (the 
underlying geology of which is made up 
of'IP addresses', a fixed number coding of 
computers). That system is called the Domain 
Name System (DNS). A domain name is a 
humanly meaningful name for a location in the 
virtual world. They are the key components of 
what are colloquially known as 'web addresses' 
- Such as WWW.LANDANDLIBERTY.NET. 

The domain name system itself, put simply, 
is like the phone book. The system associates 
domain names with various sorts of computer 
information - and translates back and fore 
between human-readable names and the 
underlying IP addresses that the network needs 
to deliver information. 

In principle web domain is boundless. 
Each address can be made up of up to 127 
'labels' - the primary elements of a domain 
name - and each of those 'labels' made up 
of up to individual 63 characters: although 
complete domain names are limited to 255 

characters. But even limiting the total domain 
name length to the relative brevity of L&L's 
- 14 characters - there are a possible total six 
thousand, billion, billion combinations of 
individual domains. So virtual domain is for 
all intents and purposes infinite. 

Virtual location, however - domains that 
can act as meaningful adresses - is most 
certainly finite. There is, for instance, only one 
(secondary) domain LANDANDLIBERTY (and a 
limited number of combinations using different 
top level domains - such as LANDANDLIBERTY. 

COM a n d LANDANDLIBERTY.NET). 

Indeed the majority of those six thousand 
billion billion domain names - whilst each 
capable of identifying and leading a web 
browser to a unique site on the internet - will 
be random configurations of characters, 
in themselves unremarkable, forgettable, 
and with no human meaning, relevance or 
importance. The website which is located at 
the domain SEX.COM, even if identical in all 
other respects including the alluring content, 
would not be worth its $100 million a year if 
the three characters making up its name were, 

t h e World Wide Web The 
World Wide Web was invented in 1989 
by Oxford-graduate Tim Berners-Lee 
working at the European Organization 
for Nuclear Research (CERN) in 
Geneva. Wikipedia defines the World 
Wide Web (commonly shortened to 
the Web) as "a system of interlinked, 
hypertext documents accessed via the 
Internet. With a web browser, a user 
views web pages that may contain text, 
images, videos, and other multimedia 
and navigates between them using 

1 hyperlinks." 
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From the other angle, other parties who might 
want to offer similar content, but whom of 
course would be excluded from locating at SEX. 
COM, would be disadvantaged in relative terms. 

One of the reasons for the value of domain 
names, according to Wikipedia, is that "even 
without advertising or marketing, they attract 
clients seeking services and products who 
simply type in the generic name." Such 'Direct 
Navigation' or 'Type-in Traffic' is especially 
important for such generic domain names as 
MOVIES.COM (currently owned by Disney) or 
BOOKS.COM (currently owned by Barnes & 
Noble). These domains are "extremely easy for 
potential customers to remember, increasing 
the probability that they become repeat 
customers or regular clients." 

So a pattern of value contours can be read 
out of the naming of virtual domain. But 
domain does not have value as a result of 
the physical location of the website within 
the infrastructure of the Internet in the real 
world - demarked by the grid reference of 
the host computer server. Nor does domain 
have value because of the location of the 
website in absolute or relative terms within the 
World Wide Web - demarked by the absolute 
locator of IP address. The primary value of 
any undeveloped virtual domain arises solely 
as a result of the commonality of meaning 
within shared natural language. From the 
commonality of natural language, and in 
particular - and to the increasing exclusion of 
all other natural languages - English, we can 
derive a commonality of domain. 

Language is our common property. Virtual 
domain is in effect the local monopoly of 
language, and those excluded from some part 
of its use - that is the rest of the community 
- should be compensated for what they have 
given up. 

Language, and so domain, is not a 
private resource: value accruing from its 
monopolisation is public property. As Mill 
would doubtless have gone on to say: "the 
increase in the value of domain, arising as it 
does from the efforts of the entire community 
should belong to the community and not to the 
individual who might hold title". 

However that virtual value cannot be 
collected by any scheme of rent collection for 
public revenue based on real world location, 

because rent created in the virtual world is 
independent of that location. (See box, right) 
So to develop a solution we must now consider 
two key questions: how are domains allocated 
to title holders? and how are domains priced 
and paid for? 

Domain names are assigned on a simple 
application basis by domain name registrars. 
These are companies accredited by the 
Internet Corporation for Assigned Names 
and Numbers ( ICANN) or by a national top 
level domain authority to register Internet 
domain names. These companies offer domain 
names in a "retail" capacity (as opposed to the 
"wholesale" domain name registry operator). 
Individuals and organisations wishing to 
register a domain do so through a registrar, 
and in general names are allocated on a first-
come-first-served basis. 

The retail cost of domain registration is 
set on a competitive commercial basis by 
individual registrars. Typically a .CO.UK 

domain might cost £3, and a .COM domain 
£9. Registration is typically renewable 
annually, at that same charge 

That accreditation agent, ICANN, 

is a non-profit corporation "for 
charitable and public purposes" 
under the California Nonprofit 
Public Benefit Corporation 
Law. It was created in 1998 
to oversee a number 
of Internet-related 
tasks previously 
performed 
on behalf 
of the us 

Government, ICANN oversees the assignment 
of domain names and IP addresses. 

It should be noted that ICANN'S existence 
is not uncontentious. In fact there have been 
calls for its fundamental reform, including: 
the organisation's full disengagement from 
the us government, with the annulment of 
their historic contractual links; privatisation; 
the organisation's proper internationalisation, 
perhaps as a new UN agency; the organisation's 
dismantling and the allowing of Regional 
Internet Registries directly to manage 
addresses; complete deregulation and the 
abandonment of all central control, making 
the DNS namespace a free-for-all, and; the 
establishment of a completely new not-for-
profit organisation, without the existing ties 
and interests of ICANN, which are seen as 
compromising. 

Individual registrars pay transaction 
fees to ICANN for the 
domains they 
retail. The 
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r ^ 
Why a convent iona l locat ion 

levy wou ld fai l to co l lec t 
cyber - rents While the infrastructure 
of the Internet, in totality, hosts the 
content of the Web, the relationship 
between container and content 
is one of detachment: there is no 
necessary, significant or unchangeable 
connection between any particular 
part of the World Wide Web - any 
Web 'site' - and any particular part 
of the Internet - any real-world-
anchored piece of host infrastructure. 
In other words, while the computers 
(servers) and other equipment which 
contain (host) and communicate the 
documents which constitute any Web 
'site' are geographically located in the 
real world, that web 'site' is able to be 
relocated at any time to any server, 
and has no fixed, necessary or even 
(essentially) preferred location in the 
real world. In addition it should also be 
noted that whilst internet infrastructure 
will have de facto fixed location, the 
relative merits of any actual location 
are hardly linked to any humanly 
meaningful geography: given a modest 
amount of physical space (from a 
small cupboard upwards), a secure 
power supply, ventilation, a network 
data connection and accessibility for 
human maintenance, servers can be 
placed anywhere. Some can be found 
in bedrooms, some on office desks, 
some in the back of lorries; and some 
of course have dedicated facilities, 
in converted bams, industrial units, 
council estates and suburban garages. 
(We set aside for the moment the issue 
of the placing of network connectors 

- cabling, satellites, other data links 
and nodes.) So web 'sites' have no 
corresponding real world geographical 
location: web 'sites' therefore cannot 
be attached to any geographic 
authority - of course a major problem 
for governments facing cyber crime 
- and this is a fatal impediment in any 
attempt to use a real world geographic 
'landvaluescape' to collect cyber-rents 
- whether that attempt is by a public or 
private agency. 

L. A 

current fee is 254. (In passing, it should be 
said that registrars do also pay other fees to 
ICANN, including a prohibitive $50,000 initial 
application fee.) 

Within any given top level domain, the 
acquisition price of any domain name is a 
flat rate. Valuable domains, or those that 
will become so, cost the same to acquire and 
retain as any other domain, SEX.COM'S annual 
renewal fee will be around £9. If through some 
oversight on the part of the IT manager at SEX. 
COM the registration is not renewed on the date 
for doing so (and on average 25,000 domain 
names lapse and are deleted every day), and the 
holder's title lapsed and the domain became 
available for purchase, the fee which ICANN 

would charge the new owner would be the 
usual - 25C. Although it is likely that an eagle-
eyed manager at a domain registrar would 
snap it up for resale at a price somewhat higher 
than their standard rate. 

According to Wikipedia "an economic 
effect of the widespread usage of domain 
names has been the resale market (after-
market) for generic domain names that has 
sprung up in the last decade. Certain domains, 
especially those related to business, gambling, 
pornography, and other commercially lucrative 
fields of digital world trade have become very 
much in demand to [sic] corporations and 
entrepreneurs due to their importance in 
attracting clients." An increasing amount of 
money changes hands each year with the resale 
of domains. DNjournal reports the highest 
price at public sale of a web domain name is 
PORN.COM - sold in 2007 for $9.5 million (in 
cash apparently, which no doubt had the anti-
laundering guys scurrying). Web commentator 
Marv Quin forecasts that 'domaining' - the 
business of buying and selling domains just 
like real estate, will be "a $4 Billion Industry 
by 2010". My own guess is that this is a 
conservative estimate. 

Cyber-rents, in the event they are not 
collected for public purposes, do not evaporate 
- they are creamed off by private interests as 
unearned windfall profit. That is not right. It 
is unfair on the excluded majority. How can 
the way the virtual world works be changed 
to prevent unjust profiteering? And can we at 
the same time create a valuable new stream 
of public revenue which could diminish the 

need to tax enterprise and investment in the 
virtual world? ( - a thing being found difficult 
to acheive in any case.) 

Two relatively simple reforms should be put 
in place. First, title to virtual domain should be 
allocated according to a period bidding system, 
with rights leased and not alienated, for a 
rent and not an implied sale price. Second, 
rents received for the lease of domain should 
be collected and applied for public purposes. 
National top-level domains such as .CO.UK 

might be administered on behalf of (and 
revenues collected for) national exchequers; 
non-national top-level domains such as .COM 
might be administered on behalf of (and 
revenues collected for) world institutions, such 
as the United Nations. 

Managing and administering these two 
responsibilities should be the principal tasks 
of a community of reformed domain registry 
bodies, converted to not-for-profit status 
and operating as arms-length agencies of 
governments or public bodies. 

The two questions of how virtual domain 
should be allocated and how domains should 
be priced and paid for will in large part define 
the future of the internet. More importantly, in 
an age of increasing online economic activity, 
they will define the future of our system of 
public revenue, and of the way we pay for the 
public services and infrastructure we need. L&L 

Peter Gibb is editor o/L&L. 
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Clearing a deeper mystery 
Monetary policy is misdirecting the efforts of humanity and threatening the US economy, de 

THE LATE economist John Kenneth Galbraith 
once wrote: "The process by which banks 
create money is so simple that the mind is 
repelled. Where something so important is 
involved, a deeper mystery seems only decent." 
A 'deeper mystery', when it comes to money, 
is in fact the well guarded state of things. And 
it is anything but "decent". It creates problems 
in society. In the us the symptoms of those 
problems are many, and they are increasing. 

We see symptoms all around. The price of 
oil is rising and approaching $100 a barrel; no 
new oil refineries have been built in the us in 
decades; a major interstate bridge inexplicably 
collapses in Minneapolis; us engineers estimate 
that 10,000 of the country's 80,000 dams are in 
danger of giving way - all this in the world's 
'richest' country; where our public and private 
financial arrangements leave 50 million citizens 
without health insurance; where we have an 
education system that is clearly failing; where 
there are implications in the avoiding of crucial 
infrastructure repairs before Katrina hit, and 
in the rebuilding operations after; even where 
Russia announces that nuclear weapons are 
once again airborne in aircraft 24 hours a day, 
in response to Bush's proposed missile systems 
in the Czech Republic and Poland. What 
connects these symptoms? 

I contend that the ultimate cause of the 
problems we face - where the 'deeper mystery' 
lies - is the private control over the nation's 

monetary system. What passes for 'money' in 
our system is actually the granting of credit 
by banks when they lend at interest. To a very 
large extent, whoever controls this 'money 
power' controls society. Today's 'money power' 
in the us rests very much in private hands. 
Those hands tend to work in their own private 
interests - notably in real estate speculation 
and Wall Street 'gambling'. 

An army of mis-trained economists - the 
system's mercenaries - protects this privileged 
control over society. The negative effects of the 
system - such as the current banking crisis 
- are hardly addressed. The economists warn 
that public control of the money system under 
proper governmental supervision would be 
irresponsible and inflationary. These pseudo 
experts invent pseudo histories favorable to 
their patrons but at odds with the facts. 

The ability of some economists to ignore 
the evidence depends on faulty methodology. 
Ludwig von Mises - a 'guiding light' of the 
Austrian school of economics, tells us more 
than once that mere facts can't disprove his 
theories. The Austrians carry forward the 
Adam Smith tradition - broadly speaking 
- if not his views on money. They shape the 
outlook of the libertarians. The confusion 
within the theory and practice of economics 
is everywhere evident: there is monetary 
illiteracy; there are theoretical fairy-lands; 
although there are very real paychecks for 

the mercenaries. Carl Menger's Theory of the 
Origin of Money - a key Austrian tract - has 
been refuted by me elsewhere. 

Society must create its own money and not 
borrow privately-created money. We must 
reform elements of the national monetary 
system which are pushing us in the wrong 
directions. This means recognising the 
nature of money as an abstract legal power 
that belongs under societal direction to 
promote the general welfare. We must reject 
the present privatised control that promotes 
private interest agendas, including warfare 
for profit. Money and credit must be clearly 
distinguished. We must promote a system 
where national money is created only by 
government, and spent into circulation 
interest free, on non-polluting sustainable 21st 

century infrastructure, including the human 
infrastructure of health care and education. 
This last point should be of deep concern to 
Americans. The current provision of education 
and healthcare in the us is terrifying, when 
looked at side by side with, for instance, the 
provision in the UK. 

James Robertson has proposed such a 
reformed monetary system for the UK. The 
American Monetary Institute has proposed 
one for the us. By such reform, finance can be 
structured to serve the real needs of society, 
rather than remain what it is at present - the 
misguided master of humanity. L&L 
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m 
edward j dodson's 

cooperative 
individualist view 

•A . 
I was struck some years ago when philosopher Mortimer J 
Adler asserted his belief in God, but left open the possibility 
that science would override his faith. We each have an 
individual relationship with religion. 

History reveals that to explain the unknown we came to 
attribute all that we saw and experienced to a Conscious 
Creator. At the same time, knowledge-bearers acquired the 
characteristics of a priestcraft. Every social group at some point 
embraced its own peculiar rituals and commands, based on an 
acceptance that these individuals were able to communicate 
with the gods and influence everyday life on earth. Such 
knowledge conveys great power - sometimes still used to justify 
terrible acts by some against others. Less visibly, this power is 
utilised to institutionalise privileges and subsidies. 

Not so long ago adherents to an established religion were 
commanded under threat of punishment - here or in the 
hereafter - to entrust a specified portion of their wealth with 
their religious leaders. The Old Testament (Numbers 18:21-26.) 
records that the people of Israel were subjected to an imposition 
of an annual temple tax, or tithe. Although there is nothing in the 
New Testament commanding Christians similarly, the building 
of churches and cathedrals required huge amounts of revenue. 
Tithes helped to make up what volunteer giving did not provide. 

Those of us living in a social democracy with a diverse 
population must not forget our histories. Until relatively recent 
times, the state mandated religious practice. State religion 
enjoyed broad privileges and subsidies, including extensive 
allocations of land and exemption from taxation. Diversity 
stimulated the rise of social democracy, accompanied by 
laws to formalise the separation of church and state. And so, 
members of a social democracy are ostensibly free to declare 
their faith and adopt a spiritual doctrine according to their 
individual conscience. What has yet to be protected, however, 
is the right to enjoy freedom from religion. Although non-
believers in a Conscious Creator do not generally face ongoing 
harassment or persecution, their liberty is diminished by 
references to God in public documents and symbols - and not 
least by continued direct and indirect subsidies and privileges 
extended to religious institutions, the costs of which are paid 
for out of the community's general revenue. 

Rarely in our discussions of needed changes in public policy 
is the tax-exempt status of religious institutions questioned. We 
ought to reconsider and apply to all landowners and privilege 
holders the directive provided by Thomas Paine in his essay, 
Agrarian Justice: "It is a position not to be controverted that the 
earth, in its natural, cultivated state was, and ever would have 
continued to be, the common property of the human race.... 
Every proprietor, therefore, of cultivated lands, owes to the 
community ground-rent. . .for the land which he holds." Paine's 
point applies equally to all extra-marginal, including urban, land. 

Landed privilege of course is not the only privilege with 
which we need to concern ourselves. For those committed to 
change in our world, in our time, we cannot ignore the extent 
to which the privileges granted to organised religions infringe 
on individual liberty. I challenge us all to think of liberty in 
the context left to us by Mortimer Adler; which is, "freedom 
constrained by justice". Yes, we in the social democracies 
enjoy freedom of religion. But we will not enjoy full liberty until 
we also enjoy freedom from religion, and demand that religious 
organisations-as-landowners compensate society for the 
landowning privileges they enjoy. ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ 
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ires Stephen Zarlenga 

We have known for long enough how to solve the 
"deeper mystery" of money. It's past time to do it. 

Henry George understood the money problem. 
Writing in Social Problems (1884), on a theme he 
returned to several times, he said: 

"It is not the business of government to direct the 
employment of labor and capital.... On the other hand 
it is the business of government to issue money.... 
To leave it to every one who chose to do so to issue 
money would be to entail general inconvenience and 
loss, to offer many temptations to roguery, and to put 
the poorer classes of society at a great disadvantage. 
These obvious considerations have every where... led 
to the recognition of the coinage of money as an 
exclusive function of government.... Yet instead of 
doing what every public consideration impels us 
to, and assuming...as the exclusive function of the 
General Government the power to issue money, 
the private interests of bankers have, up to [now], 

compelled us to the use of a hybrid currency." 

The author developed this article from a 
presentation he made to the us Green Party's 
National Convention 2007. 

Stephen Zarlenga is Director of the American 
Monetary Institute, a publicly supported 
charity founded in 1996 and dedicated to the 
independent study of monetary history, theory, 
and reform. 
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The state's complicity 
in the real estate crash 
The government causes real estate boom-bust, argues Fred Foldvary. 
He sees three strands to the problem. j H f r ^ V 

THE GLOBAL real estate boom that has taken 
place during the past decade has in 2007 been 
decelerating and will most likely have turned 
into a global real and financial crash in 2008. 
The news media and financial press have 
focused on the sub-prime mortgage losses and 
have pointed the finger of blame at mortgage 
lenders and brokers. But the sub-prime 
mortgage problem is only the tip of the iceberg. 
Submerged beneath the financial surface is 
the bulk of the iceberg - inflated prices of real 
estate. Our economic vessels are on course to 
collide with these real estate icebergs and then 
sink. As with the Titanic, there are not enough 
economic lifeboats to save us all. 

The cause of the real-estate boom-bust 
cycle is government intervention, with three 
strands. First is monetary intervention, the 
manipulation of money and interest rates 
by the monetary authority. Second is the 
government-sponsored secondary mortgage 
market. The third intervention is the fiscal folly 
of taxing labour to subsidise landownership. 

In order to understand the problem of 
monetary intervention, we need to analyse 
the effect of money on interest rates. The rate 
of interest originates in what economists call 
' time preference,' the tendency of most folks to 
prefer to have goods sooner rather than later. 
Since we don't live forever and the future is 
uncertain, most people prefer to have things 
such as a car and a house earlier in life rather 
than waiting until one has enough savings to 
make the full purchase. 

This time preference endows present-day 
goods with more value to us than future goods. 
We are willing to pay more to have things 
now rather than later. So future goods have a 
discount relative to present-day goods. The rate 
at which future goods get discounted becomes 
the natural rate of interest. Interest is the 
premium we pay to shift purchases from the 
future to the present. 

This natural rate of interest, if not interfered 
with, plays a vital role in the economy. 
The natural interest rate makes borrowing 
equal to savings. If more people want to 
save, the interest rate falls so that the extra 
savings is loaned out. Borrowing is either 

for consumption (such as a vacation) or for 
economic investment, such as a house or 
machine. After netting out savings used for 
consumer loans, the rest of savings is borrowed 
for economic investments. Therefore, net 
savings equal investment. But this is so, only 
because the interest adjusts to make it so, to 
equalise both savings and borrowings and net 
savings and investment. 

With this equilibration or equalising, the 
interest rate also allocates output between 
consumption and investment. This is the vital 
job of the interest rate: to ensure that income 

is balanced 
and in harmony 
when the natural 
rate of interest is 
free to do its 

gets spent on consumption and investment. 
If folks save more, they consume less, so the 
interest falls, and the reduced consumption 

. is offset by increased spending for economic 
investment. All is balanced and in harmony 
when the natural rate of interest is free to do 
its job. 

But in today's economies, the interest rate 
is not able to do its job. The natural rate of 
interest has been shackled. The money supply 
is not set by the market, but by a monetary 
authority, the central bank. While we have 
regulated markets for most goods, when it 
comes to money, we practice central planning. 
The central bankers decide by how much the 
money supply shall increase, and in so doing, 
they manipulate the interest rates. 

In the United States, for example, the 
Federal Reserve expands the money supply by 
buying treasury bonds. They finance the bonds 
by increasing the reserves of the banks, the 
money the banks hold in their accounts with 

sMm M 
the Federal Reserve. To loan out this newly 
created money, the banks lower their interest 
rates on loans. Indeed, the Federal Reserve sets 
a target for the interest rate. If the market rate 
should rise above their target, they increase 
the money supply some more so that the banks 
will lower the rate to meet the target. 

The Fed-targeted market rate of interest 
is now not equal to the natural rate, what 
the interest would have been without this 
manipulation. Indeed, there is no way to 
know what the natural rate would be, since 
pure supply and demand^re not operating. 
The supply of money is set by the monetary 
authority at the level that meets the targeted 

P interest rate. ^ ^ 
Typically, when the economy!^ depressed, 

as it was in the early 1 9 9 0 s and in 2 0 0 1 in the 
us, the Fed targets a low interest rate, below the 
long-run average. In 2 0 0 3 it went as low as one 
percent. At such low rates, funds are borrowed 
for investments that would not be made at 
higher rates. Funds are borrowed especially for 
interest-rate sensitive projects of long duration, 
such as real estate construction. Funds are also 
borrowed to purchase long-lived assets such 
as real estate and the associated durable goods 
such as furniture. 

Since these investments would not have 
been made at higher interest rates, this induced 
investment is an economic distortion. Like 
an athlete on drugs, the economy appears 
to be stimulated, but when the drug wears 
out, the economic body will suffer disease. 
Since planned consumption has not fallen, 
consumption clashes with new investment, 
and prices rise. But prices don't all rise at the 
same rate. Prices rise fastest and earliest where 
the money is being loaned out, a large part of 
which is for real estate purchases. 

Thus is born the real estate boom. It is an 
artificial boom, juiced by cheap loans. If the 
natural rate of interest had been allowed to do 
its job, the boom would not have been sparked. 

As the boom progresses, the monetary 
authority has to reverse course. The rapid 
expansion of money will cause inflation to 
rise, so the central bank then decelerates the 
expansion of money. It raises the interest rate 
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the L&L essay 

target. This reduces investment, and many 
investments made at lower interest rates cease 
to be profitable. The distortions caused by the 
previous low interest rate become manifest. 

The distortions would not be so devastating 
if they were confined to industries such as 
real estate construction and sales. But the 
second intervention has now spread the 
distortion throughout the financial system. 
That intervention is the government-sponsored 
secondary mortgage market. 

In the United States, the federal government 
has sponsored several enterprises, such as 
Fannie Mae and Freddie Mac, that have 
facilitated the secondary market in mortgages. 
Without this market, banks that originate real 
estate loans would hold them until the loan is 
paid off. If the borrower defaulted, only that 
bank would be affected. 

But with the secondary market, banks can 
sell their mortgages to Fannie Mae and Freddie 
Mac, and then make a new loan. This greatly 
expands the ability of the financial system to 
make real estate loans. Fannie and Freddie 
themselves sell bonds to finance their loan 
purchases. With implicit guarantees from the 
federal government, Fannie and Freddie can 
issue bonds at lower rates. Fannie and Freddie 

also assemble mortgages into securities 
packages and sell them to financial firms such 
as insurance companies, brokerage firms, 
banks, and hedge funds. 

The us federal government also directly 
subsidises some mortgages. This subsidy and 
resale market increases the default risks by 
enabling more folks, many with marginal 
credit worthiness, to buy homes. In the end, 
buyers are not really helped, because the 
subsidies end up raising the demand for real 
estate and thereby raise the price of land. The 
lower interest payment is offset by a higher 
price for the real estate. 

The secondary market, by selling mortgages 
to financial institutions world-wide, has spread 
the default risks throughout the economy. As 
real estate prices have begun to fall, we have 
seen the results of the risk spread in 2007 
as billion-dollar losses by banks, brokerage 
firms, hedge funds, and the secondary-market 
enterprises. Uncertainty about the value of 
loan portfolios has roiled stock markets. The 
federal reserve has injected more money into 
the banking system, lowering its targeted 
federal funds rate. Government officials at 
various levels are debating whether and how 
much to give assistance to those vulnerable to 

foreclosure. 
The third, and most important, government 

intervention is fiscal policy - taxing and 
spending. It is well known that taxes on labour 
and enterprise don't just impose a burden 
on the payer, but also have an excess burden 
on the economy. "The tax cost is added to the 
economic cost of products to raise prices and 
reduce production. There is less investment, 
less production, less economic growth, and less 
social well being than there would be without 
the tax. 

The effect is even worse than the 
conventional deadweight-loss theory tells us, 
as taxes cause production to not just cut back 
but to shift to less productive products that can 
bear the tax more easily even as they employ 
fewer people. 

But the government spending also has bad 
effects. Better public works and services make 
locations more productive and attractive, 
raising rents and land values. This effect 
makes land values rise during a boom, as the 
government in effect subsidises landowners as 
it enhances public services. Speculators expect 
rents to rise during a boom, and the speculative 
demand makes land prices rise even faster. 
Interest rates are still low during the first phase 
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of the expansion, and the secondary mortgage 
market makes bankers and mortgage brokers 
loosen lending standards to keep rolling over 
loans that get sold. 

Eventually, land prices rise so high that 
entrepreneurs who seek sites for investment 
decide that the real estate and interest-rate 
costs are too high. As expected profits fall, 
investment slows down and then stops growing. 
Investment drives the business cycle, and when 
investment falls, workers in those fields lose 
their jobs, and their demands for goods fall, and 
the whole economy then tumbles into recession. 
Foreclosures rise even more, and the financial 
system crashes as banks and other financial 
institutions become insolvent. ; Y f 

The engine of this perverse cycle is real 
estate speculation, and the only way to stop it 
from happening is to take the steam out of it 
by tapping the rent and land value for public 
revenue. If most of the rent is tapped for public 
revenue, there is no profit in speculating 
on land. Real estate would only be held for 
actual use or to rent to others for usev,not for 
land-value gains. The land value will be small 
and not rise if most of the rent is collected for 
public revenue. 

The secondary mortgage market would not 
be so perverse if most of real estate mortgages 
were made to purchase buildings rather than 
land. However, to eliminate distortions in the 
mortgage market, government guarantees 
should be phased out. Folks will find real estate 
much more affordable if they only need to 
borrow to buy the building and not also for a 
high land price. 

The monetary intervention can be remedied 
by shifting from central banking to free-
market banking, where the money supply 
is determined by the public demand to hold 
money rather than by a monetary authority. 
The supply of governmental currency would 
be frozen and would serve as a money base 
like gold did in the old days. Private bank 
notes would be convertible into government 
currency, preventing inflation. 

The interest rate would then be able to do 
its job, to equilibrate savings and investment. 
There would be no more manipulation of 
interest rates to either stimulate or put a 
brake on the economy. Without the real estate 
cycle, there would be no business cycle, and 
the economy would not recede, and thus not 
need any monetary stimulus. With no more 
inflation, the economy would be free to grow 
as fast as folks want. And with no tax on wages 
or investment, growth could well be dazzling, 
limited only by the supply of labour as wages 
rise and poverty becomes extirpated - pulled 
out by the roots. 

Since such policy changes are not 
forthcoming, we are unfortunately riding 

the economic river to a financial waterfall, a 
recession and depression. The timing of the 
real estate cycle has been quite accurately 
predicted by those faHiliar with the past 
pattern. Real estate construction and prices 
have peaked consistently shortly before the 
major depressions, with an average period of 
18 years. The last real estate recession was in 
1990 in the us, so adding 18 years puts the next 
recession at 2008. Of course sometimes the 
interval is a bit more or less than 18 years. But 
it is striking that in 2007 real estate prices in 
the u lYere already falling, and the mortgage 
problem got ugly. A 

This time around, the real estate boom has 
been global. The global economy has linked 
together the economies of the world like 
never before. While real estate markets still 
have local variances, the financial markets 
have tied economies together, and real estate 
has boomed world-wide with few exceptions. 
Moreover, fiscal policy is fundamentally 
similar world-wllij as real estate is explicitly 
or implicitly subsidised. Such policies stem 
from quite similar political structures, 
including rent seeking by,special interests. 

As the us enters a recession, having been 
the world's biggest importer, other economies 
will recede also as sales fall antral their 
real estate markets also peak out - if they 
have not already done so. The bigger the 
boom, the greater the fall, and as this has 
been the biggest global real estate boom in 
history the consequent economic fall will be 
proportionate. 

Crises have one consolation. They provide 
an opportunity for reflection and a climate 
for major shifts in policy Perhaps this time 
policy makers will see the fundamental causes 
of the boom-bust cycle - and popular opinion 
will open to a big shift in monetary and tax 
policies. Reformers need to be ready to step in 
and offer the twin remedies - free banking and 
land-value taxation. L&L 

Dr Fred Foldvary teaches economics at Santa 
Clara University, California, and is a research 
fellow at The Independent Institute. He is also 
a commentator and senior editor for the online 
journal The Progress Report and an associate 
editor of the online journal Econ Journal 
Watch. His books include The Soul of Liberty, 
Dictionary of Free-Market Economics, and 
The Depression of 2 0 0 8 . 

good idea 
bad idea 
THIS ISSUE: TAX IN THE UK 

GOOD IDEA ? 

Acording to the UK Pre-Budget Report 
published in October, "from 1 November 
2009, the Government proposes to 
replace Air Passenger Duty with a 
duty payable per plane rather than per 
passenger". Responding to 'Charging 
for Landing' in our last issue. L&L reader 
Conal Boyle, from Port Talbot in Wales 
is enthusiastic about the proposal. He 
writes - "If it's done the right way, this 
could be a form of land value taxation. 
Should reformers get involved in these 
discussions? I hope we can take this 
forward." 

BAD IDEA ? 

The new Scottish Nationalist 
government has set off down the 
road of institutionalising modern-day 
landed privilege. Its 'new' fiscal ethos 
was set out by Finance Minister John 
Swinney in his first budget, presented 
to the Parliament in November. The 
Nationalists will introduce a new 
additional tax on earned income, 
penalising effort, and will abolish 
Council Tax - the tax on unearned 
income - the only periodic public charge 
on publicly created location values. Oh 
dear Mr Swinney - don't you know the 
way of the 21st century is to "pay for what 
you take, not what you make"? 

What do you think? What good ideas are 
you hearing aired in public debate - and 
what bad ones? 
Let us know. 
e ideas@LandandLiberty.net 
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Mr Greenspan's myth 
Alan Greenspan was chairman of the US Federal Reserve from 
1987 until last year. Michael Hudson considers the debt due to him. 

Alan Greenspan - the most vocal 
cheerleader for the bubble economy 

IN 1966 I was designated to fire Alan 
Greenspan. I was Chase Manhattan Bank's 
balance-of-payments economist at the time, 
and was writing a study of the balance of 
payments of the US petroleum industry. Chase 
and the Socony Oil Company each had paid 
$10,000 to finance the study, and Socony had 
insisted on bringing in Mr Greenspan. My boss 
in the Economic Research Department, John 
Deaver, worried that Greenspan was so eager 
to get business by giving the client what it 
wanted, that few people had much confidence 
in his statistics. 

Greenspan was supposed to be producing 
statistics on us oil company capital investment. 
What he was actually doing was coming up 
with rough approximations of us figures 
- basing them on total worldwide investment. 
He told his statistical assistants to assume 
proportionality. One of them - Lucille Wu 
- told me "it's all implicit". By 'implicit' she 
meant they were to assume that European and 
Near Eastern depreciation rates and other tax 
laws were identical to us laws. But this was 
obviously not the case. 

One day Mr Deaver and I were invited 
up to David Rockefeller's dining room. Mr 
Rockefeller - Chase's President - told me to 
inform Mr Greenspan that unless he could 
provide specifically us figures, and/or be 
forthright about his assumptions, we would 
have to leave his contribution out of the study. 
(I remember Socony's representative was a 
friend of his, and I think they made sure he got 
paid as their favorite business lobbyist du jour.) 

Mr Greenspan was an economic lobbyist 
for the rich - for large corporations and for 
Wall Street. That is the job of a Federal Reserve 
chairman these days. Like a good criminal 
defense lawyer or the 'expert witnesses' they 
hire, a good lobbyist makes a cover story 
believable. Mr Greenspan crafted a myth that 
many people wanted to believe. The myth was 
that people (just about everyone) could get 
rich by going into debt, to buy property whose 

prices were being inflated by Federal Reserve 
policies - policies of lower interest rates and 
the deregulation of the financial sector to usher 
in a period of'wild finance". 

Mr Greenspan sponsored the confusion that 
said that increasing asset prices constituted 
'wealth formation'. It was not the kind of 
wealth that Adam Smith meant in The Wealth 
of Nations. Posing as an enemy of'inflation', 
Greenspan tried to make people love one 
particular kind of inflation: asset-price 
inflation. 

The distinguishing feature of this asset-
price inflation - the bubble - was that it raised 
the price of property relative to labour's wages. 
This put the class war back in business - but 
this time a class war by the financial sector 
against industry as well as against labour. It 
took more and more take-home wages to buy a 
house or a retirement income. 

As the most vocal cheerleader for the 
Bubble Economy, Mr Greenspan was more 
responsible than anyone else for loading down 
the us economy with debt, leaving a legacy of 
negative equity in his wake. For almost the 
first time in history, people thought that they 
could get rich by borrowing to buy assets that 
were rising in price. This was the essence of 
America's Bubble Economy. Mr Greenspan 
made America love inflation - at least, asset-
price inflation. 

The myth that he created was that people 
should treat their houses like a piggy bank. 
But borrowing is not like drawing down a 
bank account. It leaves a legacy of debt that 
must be repaid. And while prices for real estate 
and stocks may go down, the debts remain in 
place. The Federal Reserve's policy of lowering 
interest rates enabled a larger debt to be carried 
- personally and nationally. Lowering down-
payments, and even giving 'reverse mortgages' 
where banks agreed to lend borrowers the 
interest, is what Hyman Minsky called the 
'Ponzi phase' of the credit cycle. 

Greenspan's main role as economic lobby 

for his financial clients was anti labour. 
Although he claimed to support cutting taxes 
to 'spur markets', he played a major role in 
raising taxes for most wage-earners. He did 
this as head of the Greenspan Commission in 
1982. The rhetorical ploy he suggested was to 
pretend that Social Security and health care 
should be treated as user fees, not as part of the 
overall budget. This freed the wealthiest tax 
brackets from having to finance Social Security 
for the bottom 90 percent of the population. 

Mr Greenspan happily approved the Bush 
tax cuts of 2002. But he later professed to be 
shocked - shocked, to find that there was 
gambling going on and the cuts on the higher 
tax brackets led to a large budget deficit. He 
recommended that the government cut back 
Social Security and medical care expenditures 
to pay for the tax cuts that benefited the upper 
brackets - his constituency. 

In this way Mr Greenspan was the architect 
of dollar devaluation. By flooding the economy 
with low interest rates he put short-term stock 
speculation and bank lending over the dollar's 
long-term stability. But then, finance always 
has lived in the short run. L&L 

Dr Michael Hudson is Distinguished Professor 
of Economics at the University of Missouri. His 
recent books include Super Imperialism: The 
Economic Strategy of American Empire (2001) 
and Global Fracture: The New International 
Economic Order (2005). Hudson is appointed 
chief economic policy adviser to us Presidential 
candidate Dennis Kucinich. He is a regular 
commentator on National Public Radio. 
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Changing 
things 
Location Matters 
by Tony Vickers 
Shepheard-Walwyn, 2007, loopp 
ISBN: 978-08568-3251-2 £8.95 

We all understand the importance 
of location. Hampstead is different 
from Hackney and property prices 
reflect this fact. Even the location's 
name has value. When Henrietta 
Barnett built her famous garden 
suburb in north London she 
didn't call it Hendon Garden 
Suburb which is where it was 
but Hampstead Garden Suburb 
where most certainly it is not. 
Hampstead, even as a name, has 
a price. 

Tony Vickers' carefully 
researched book examines 
location in relation to land values 
and possible solutions to our 
perennial financial problems. He 
analyses the dead-end land tax 
options and shows where they 
went wrong. Usefully, he records 
land value tax round the world and 
points out where it has failed and 
occasions where the instigators 
got it right: Hong Kong, Japan and 
Taiwan being success stories, but 
now under threat from ignorance 
and vested interests. 

Tony Vickers gives a thorough 
examination of the implications of 
lvt in the UK and a timetable for its 
introduction through Parliament. 
If only there was a party prepared 
to sponsor it! 

Geoffrey Lee 

Thump this 
The Bible: The Biography 
by Karen Armstrong 
Atlantic Books, 2007, 302pp 
ISBN: 978-18435-4396-1, £16.99 

A major theme of the Bible is 
the relationship - secular and 
divine - between mankind and 
the land. In fact the word 'land' 
appears 1,308 times in the New 
International Version: and the Bible 
is full of stories which can help us 
understand our earthly place. 

In The Bible: The Biography, 

Karen Armstrong argues that 
the Bible is (and through history 
has most-often been used as) a 
guide which has to be interpreted. 
She explains the Bible's gestation 
and its transformation from the 
earliest Judaean books into today's 
modern sacred texts. She explains 
the historical process as one of 
exegesis - a Greek word meaning 
"to 'lead or guide out'; the art 
of interpreting and explaining 
the biblical text". Exegesis has 
purpose, and Armstrong says 
that the Bible must be used with 
generosity. "Modern philosophers 
of language have argued that 'the 
principle of charity' is essential 
for any form of communication. 
If we truly want to understand the 
other, we have to assume that he 
or she is speaking the truth". 

Exegesis "is a quest for 
something new" the author 
tells us. Paraphrasing Wilfred 
Cantwell Smith, Armstrong says 
"Scripture was not really a text but 
an activity". Acknowledging that 
"the Bible may have been used to 

back up doctrines and beliefs" she 
asserts that this was "not its chief 
function". The author warns us 
away from claiming authority by 
scripture: "The modern habit of 
quoting proof-texts to legitimise 
policies and rulings is out of key 
with interpretive tradition". 

For the West in the opening 
years of the twenty-first century, 
a modern day exegesis from 
Ezekiel XXII would seem to be 
straightforward. "Son of man, 
say to the land, 'You are a land 
that has had no rain or showers 
in the day of wrath.' There is a 
conspiracy of her princes within 
her like a roaring lion tearing its 
prey; they devour people, take 
treasures and precious things 
and make many widows within 
her" (24-25.). "Her officials within 
her are like wolves tearing their 
prey; they shed blood and kill 
people to make unjust gain. Her 
prophets whitewash these deeds 
for them by false visions and 
lying divinations..." (27-28.) 
"The people of the land practice 

extortion and commit robbery; 
they oppress the poor and needy 
and mistreat the alien, denying 
them justice". (29.) 

Maggie Hold 

The domain 
of sex 
SEX.COM 
by Kieren McCarthy 
Quercus, 2007, 28opp 
ISBN: 19052-0466-3, £12.99 

In 1995 Stephen Cohen, a lifelong 
con man - abusing the somewhat 
relaxed systems then governing 
the internet - walked off with 
exclusive title to a rather special 
prize - "the most valuable piece of 
virtual real estate on the planet" 
- SEX.COM. But o n e m a n ce r t a in ly 
wasn't happy about Cohen's good 
fortune: Gary Kremen. Because 
the domain was his property -
Cohen had stolen it - and Kremen 
set about getting it back. 

In this book Kieren McCarthy 
tells the story of "one domain, 
two men, twelve years and the 
brutal battle for the jewel in the 
internet's crown.". Kremen had 
actually paid nothing for the 
property himself when he'd first 
acquired it - but he thought the 
battle was worth it: the subsequent 
development of the internet meant 
the domain had become worth 
$100 million a year. 

In fact the legal fight between 
these two quite singular men 
came to rewrite the law. It "shaped 
the history and development of 
the the internet as we know it" 
McCarthy notes. 

The drama unfolded at a time 
when the legal basis of the virtual 
world was at a very early stage of 
its development. By the time the 
legal arguments were all over the 
case had helped define just what 
virtual domain was, and what the 
rights of owners were. 

From the start, one of Kremen's 
lawyers had "pointed out that 
the area of law that was being 
dealt with was new and evolving. 
Internet domain names had 
appeared in the real world in vast 
numbers, but they had not been 
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lars rindsig's 
view from 

the right 
This autumn Asda, the UK sister company of America's 
WalMart, introduced the £2 frozen chicken. That is dead 
cheap. And of course, anyone who has ever been to Asda 
knows that they are indeed Britain's finest purveyor of 
affordable processed foods, catering to a demographic that 
values white meat at rock-bottom prices a lot higher than 
woolly Jamie Oliver-esque middle class values. 

Meanwhile, among those very middle classes, the focus 
is indeed entirely different: it is on finer, more expensive (and 
perhaps also more adventurous) foods, inspired by celebrity 
chefs and ethical living gurus who are popularising organic 
Italian sausages, exotic Asian vegetables and elaborate 
recycling schemes. 

Sales of organic foods (ironically often imported, clocking 
up lots of 'food miles') are booming like nobody's business 
- to the degree, even, that the supermarkets' own brand 
products are now no longer tending toward the cheapest, 
most basic products you can get. They're beginning to be as 
expensive, ethical and quality oriented as the branded stuff. 

But then, why shouldn't we? We can afford it. The current 
economic milieu, throughout Europe and the US, is one of 
trigger-happy money lenders and consumers, which results in 
credit cards with white hot magnetic strips. 

However, as it happens, we're also at the peak of the 
property cycle. And as Bob Dylan said: a hard rain's a-gonna 
fall. When the bust rolls around, that is, the bottom falling out 
of the property market, and an economic downfall ensues, 
things will be different. Organic sausages may not quite be 
luxury items unobtainable to the masses - reminiscent of 
Fred Astaire at a white tie ball getting ogled by 'forgotten men' 
in 1930s Hollywood films - but that £2 chicken is going to 
come in mighty handy. 

Or maybe they will be unobtainable to the masses. 
Because - while reviving images of depressed America, 
tramps and all, seems far fetched in today's social democratic 
safety blanket state - that's exactly what Wells Fargo head 
John Stumpf did recently when he evoked that same notion: 
Depression. Certainly, the (probably rather-less-desparate, 
but equally grim) years of 1980s Britain are still prevalent in 
the memories of many in the British Isles. Mrs Thatcher, of 
course, is routinely blamed - though all she did wrong, really, 
was being in power at the wrong time, when the last property 
cycle busted, which is a thankless position for anyone. But 
because no-one had noticed that things might change for 
the worse, and because certainly systems had been put in 
place to alleviate the late-80s crash, the bust in 1990 was 
inevitable, as were its consequences. 

Today, as Gordon Brown presides in 10 Downing Street, 
systems again are not in place; the fact of the matter - that 
things might change for the worse - has not been recognised, 
really. Tiny glimpses of awareness have been seen over the 
last couple of years. But even if the Prime Minister had a 
vision on Christmas day of the ghosts of dead economists 
- past, present and future - it would still be too late this time 
round. Indeed, Mr Dylan - a hard rain is a-gonna fall. 

So, depression is coming. We will feel down and out. And 
so while the middle class may not quite yet be forced to walk 
the highways, pennyless, the £2 chicken may soon enough 
seem tasty. 

k 
created by statute or by legislation, 
so in a legal sense they [the 
plaintiff and his team] were in a 
no-man's-land". 

Co-defendants in court were 
Network Solutions Inc. (NSI). 

The company was the first public 
registrar of domain names. In 
court NSI argued successfully in 
the beginning that an internet 
domain was just a service - and 
that a service could be withdrawn 
or provided to another party. 
"Official spokesman Brian 
O'Shaughnessy was succinct: 
'We provide a service. This is not 
property per se'." Lead witness 
Phillip Abarbaro echoed that 
argument - "To say people buy 
and sell domain names is the 
vernacular, but it's not accurate". 

NSI'S "entire philosophical 
position on the nature of domain 
names was not only flawed but 
flew in the face of what everyone 
else on the internet knew to be 
true, NSI held that domain names 
were equivalent to telephone 
numbers - despite the fact 
that all the evidence pointed 
to the fact that domains had 
become intrinsically valuable in 
themselves.... The simple fact was 
that Network Solutions, like any 
monopolistic organization, had 
grown so attached to the status 
quo - itself - that it saw only risk, 
damage and conspiracy in any 
attempt to change it". 

B u t b y t h e e n d o f t h e SEX.COM 

case - partly as a result of the 
arguments aired during it - it 
was established that internet 
domain, legally, was in fact good 
old fashioned property. The judge 
found that Kremen's property 
had been stolen by Cohen, 
stating that he had "substantially 
interfered with" Kremen's use 
of the domain and deprived 
Kremen of its use and of "earning 
substantial rents, income and 
profits". Kremen's lawyers told 
Wired magazine that the case 
proved "the internet is not a 
lawless wasteland - and told the 
BBC that "the domain name is a 
valuable property right...that can 
and should be protected". 

The internet was emerging 
from its wild west phase. 

Milton Appel 

' a t e ' e m , 

I d o e s 

Why We Hate Politics 
by Colin Hay 
Polity Press, 2007, 200pp 
ISBN: 978-07456-3098-4, £14.99 pb 
/ £50 hb 

In this book Colin Hay attempts 
to analyse our disenchantment 
with politics as manifest in the 
often low turnout at elections. Part 
of the reason is that people feel 
that power has moved elsewhere 
- in Britain to the European 
Union. Globalisation straddles 
the borders of the world so that 
if a multi-national company 
finds regulations in one country 
difficult they move their business 
to another country. 

Colin Hay raises the question 
of whether global companies 
will relocate their production 
to economies with the lowest 
rate of corporation taxation. 
He seems to think that this is 
not the case. He says that the 
most generous Welfare States 
have consistently proved the 
most attractive locations for 
foreign direct investment. Once 
attracted to a particular locality, 
and having paid for buildings, 
plant and machinery, their exit 
options are limited. While foreign 
investors may loudly proclaim 
that they will if necessary move, 
the threat of doing so is their 
most effective weapon. Their 
prime considerations are access 
to markets and the availability 
of a skilled labour force. Labour 
regulations, pension and national 
insurance costs do not seem to be 
a major factor in their decisions. 

Land value taxation is not 
discussed but if it could replace 
corporation taxation then, in spite 
of what Colin Hay says, it could 
be a factor in multi-national's 
locational decisions. 

Geoffrey Lee 
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Land&Liberty has chronicled world events for over 100 
years. It has offered a unique perspective with its 

reports, analysis and comment on the core issues of 
political economy. And that uniqueness remains. 

Land&Liberty aims to explore how our common 
wealth should be used - and to demonstrate 

that this is the key to building the bridge 
of sustainability between private life, 

the public sector and our resources 
- between the individual, the 

community and the environment. 
Land&Liberty - putting people at 
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the heart of economics. 
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