10

From chaos to cosmos

AN ORDERLY society is not, by itself, sufficient to satisfy human needs.
Tyrants have a knack for enforcing order, but they exact a price that many
people would rather not pay. Most of us expect the rules that establish
Order to be synchronised with the principles of Justice. ‘

The concept of justice receives legal affirmation in all societies, including
those (such as Brazil) that employ policemen who shoot children in the
ghettoes. Why is there often a yawning gap between theory and practice?
Because the political philosophy is not tied into legal principles that a
citizen can enforce in the courts. ' N

In the Georgist paradigm, the right of every man, woman and child toan
equal share in the benefits that they collectively create, in the community,
constitutes the moral basis for society. Land, whether viewed as given by
God or just treated as a free gift of nature, is deemed to be the sacred
inheritance of each generation; passed on in as good a state as it was found
by the last occupants of Earth, arich legacy for the further evolution of the
individual in society.

Capitalism lacks that moral basis, for its emphasis on self-interest, and
the rights of the individual, are not properly balanced by the collective
rights of the community. Justice, therefore, was something that reformers
had to struggle to graft onto the outer skin of the system, for it had not been
built into the foundations. '

The scope for the eventual improvement of the condition of the
disadvantaged in 19th century society did exist. Desperate circumstances
forced governments to pile one set of remedial laws on top of another. But
these were not designed to alter the foundations of capitalism; merely -
much tothe chagrin of Marxists - to prevent its early eclipse by communism.
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But the result has been a fossilisation of the 19th century system in 20th
century garb. The price has been a heavy one. To finance the alleviation of
individual deprivation and social despoliation, the burden of taxation had
tobe increased year after year. The three classes - landowners, workers and
capitalists - struggled over compensation for the negative influences
generated by the system’s intrinsic flaw.

The dyke was constantly springing leaks. Instead ofbuilding a new wall,
toavoid being engulfed by the seas, governments kept calling for more boys
to plug their fingers in the holes.

There was going to come a time when citizens hadto sitback, take stock,
and start to unravel the whole mess. That time seems to have come, for the
weight of the state has become intolerable. In Britain, government spent
46% of gross national income in 1993, one measure of the erosion of the
freedom of the individual; it is also a measure of the incapacity of the market
economy -as presently constituted - to deliver services direct to the citizens
without the intervention of the bureaucratic apparatus.

The welfare state, the 20th century’s valiant attempt to offset the
shortcomings of capitalism, is now struggling to maintain its financial
commitments, and the poor, old and sick are the first victims of plans to
prune public spending. The financial crisis in the public sector comes at a
time not only when the integrity of the markets has been undermined by the
business cycle; the moral basis of capitalism itself is also being roundly
condemned by the keepers of our collective consciences, from the Pope™to
sundry protestant bishops.

Capitalism still has its champions, including a former British chancellor
of the exchequer,” but most people know that something is seriously
wrong. Unfortunately, because the source of the stresses is not correctly
identified, there is no debate about the fundamental reforms that would
correct the system - by, forexample, abolishing involuntary unemployment.™
Where did it go wrong?

Constitutional foundations

The trouble originated with the constitutions on which the modern nation-
state was built. The statesmen who drafted the fine words - more often than
not, rallying calls to revolution - failed to match the rhetoric with the
practical principles. Constitutions can, of course, be amended; but in the
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process, a heavy price is paid, as we can see in the case of the American
Constitution.

The Founding Fathers were intoxicated with high ideals, by notions of
the Rights of Man. In the course of their deliberations, however, they made
two fatal mistakes, both of them the result of prejudice over property rights.

The first error was one of commission. Inthe Preamble to the Constitution,
the Founding Fathers declared their goals to be a “perfect Union, establish
justice, insure domestic tranquility, provide for the common defense,
promote the general welfare, and secure theblessings of liberty to ourselves...”

Fine, reassuring words, except for the black slave who (in Article 1,
Section 3) was counted as three-fifths of a white man. In this “land of the
free”, half-a-million Americans had to die in a civil war before that
prejudice on property rights was expunged from the Constitution.

The second error was one of apparent omission. The Founding Fathers
- most of them large landowners, a good proportion of their leaders active
land speculators™ - failed to articulate a philosophy on property that
matched the words about equality and social justice. How do we account
for this?

The Founding Fathers treated John Locke as their philosophical guide,
but not without equivocation. For Locke had insisted, in his Treatise on
Government, that every person had the right to “life, liberty and estate™ -
estate being the word that was used, at that time, for land. Now that
declaration - everyone, argued Locke, had the natural right to life, liberty
and land - was awkward. For if the Constitution was to be enforceable at
law, any man or woman could claim, as a constitutional right, a picce of
American real estate; which might have threatened the basis on which the
Founding Fathers laid claim to large tracts of land in the New World.

Sohow was this problem resolved? Inthe Declaration of Independence,
the Founding Fathers edited the key phrase. They abandoned the word
“estate”. Now, the phrase became “Life, Liberty and the Pursuit of
Happiness™.

We hold these Truths to be self-evident, that all Men are created equal, that
they are endowed by their Creator with certain unalienable Rights, that
among these are Life, Liberty, and the Pursuit of Happiness.

Every American was equal (apart from slaves, who were three-fifths of
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a white man); and every American could claim the constitutional right to
the pursuit of happiness, so long as he did not also claim the constitutional
right to the piece of land that he needed to sustain his life!

Itis not surprising, therefore, that the Constitution, as originally enacted,
was silent on properiy rights. As a resuit, the law-makers in Washington
were free to develop a system of public finance that shifted taxation away
from land, and on to labour and capital. And today, on the streets of
America, people - many of them children - are paying with their lives for
that constitutional error.” The victims do not know that, for many of them,
the source of their fate can be traced back to the misappropriation of public
revenue by private individuals; Henry George is notrequired reading in the
schools of America.

Is this an unfair assessment of the American Constitution? The record
is clear enough. James Madison, one of the Founding Fathers, was
emphatic about their ulterior motives. He Awrote that

In England, at this day, if elections were open to all classes of peaple, the
property of landed proprietors would be unsure...Landholders ought to
have a share in the government, to support these invaluable interests... They
ought to be so constituted as to protect the minority of the opulent against
the majority.”

Madison voiced a general concern among those who sought to establish

the rules that would guide life in the “land of the free”. He realised that the
unequal distribution of property was the most serious cause of social
division, and he wanted to alert others to the risk that the landless people
- who were in the majority - might use government to redistribute property.
Thus: “To secure...private rights against the danger of such a faction...is
then the great object...”* _

The contemporary significance ofthese reflections is evident. In Russia,
the constitution prepared by Boris Yeltsin, which was endorsed by the
slimmest of majorities in a referendum in December 1993, was ill-
conceived. This was to be expected, for the President had imported his
economic philosophy from Harvard University and Washington, DC.
Unless the Russian people fill the void that divides their social philosophy
from the new constitution, many of them will pay as fatal a price, in terms
of deprivation and exploitation, as the crimes that are claiming the lives of
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the citizens in the New World.

Philosophy of Public finance :

If the principles of the Georgist paradigm were to be enshrined in a new
constitution, there could be no question of forcmg particular forms of social
behaviour on people.

The one principle on which there can be no compromise, however,
concemns the nature of public finance: the rent of land (which excludes the
undepreciated returns to improvements on the land) belongs to everyone,
equally. If this principle were to be enshrined in law, one of the major
sources of social discontent would immediately be abolished: resentment
towards taxes. For the payment of rent is not a tax, but a payment for
benefits that are received by the possessor of land (the tenant does not claim
that he is being taxed, when he pays rent to the private landlord!).

This single reform would abolish the chaos that is the result of misaligned
economic relationships. In doing so, it would institute anew cosmological
order. The rent-as-public-revenue policy would be industrial society’s
improvement onthe practice of Bronze Age kings, whose Clean Slate edicts
periodically redeemed people’s access-rights to land (a policy that was to
find its expression in the Bible’s Jubilee Year).*!

Thus would be created the conditions in which a democratic people
would be free to establish whatever kind of post-lndustnal society they
wished for themselves and their children.

The citizen would be liberated: the value thathe created with his labour
and capital, he would keep.

The city would flourish: no longer dlsﬁgured bytheland speculator who
carves up the territory to suit his long-term capital gains.

Politics: consensus rather than conflict would be the overriding dynamic.
And the freedom to disagree would be protected by the ecomomic
independence that would be enjoyed by every citizen.

Ecology: the natural environment would be lovingly nurtured. Anyone
wanting to deplete or pollute would have to pay rent for the privilege, aprice
that would induce conservation.

A social renaissance would follow. Society would no longerbe disfi gu_red
by the logic of the nation-state, which is motivated by territorial
aggrandisement along the path of w'ar and destruction and sustained by the
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ideologies that are the outgrowths of the capitalist version of industrial
society.®

The business cycle as we know it, with its frenetic land-led booms and
family-wrecking slumps, would be abolished.

This was the prospectus held out by Henry George, over a century ago,
and it remains valid. The essential difference, today, from the conditions of
the 1880s, is that the people whom Henry George rallied under the banner
of social reform were able to flirt with the utopian visions of Marxism.
Today, the Marxist paradigm is dead.

As for capitalism, it is one of history’s walking wounded. It may not die
immediately. But at the same time, capitalism is incapable ofhealing itself.
For ifitisto remain faithful to its foundation principles, it must resist root-
and-branch reform of the tax-and-tenure system. And yet, the moral
bankruptcy of the system must surely encourage demands for a better social
order? Forhow can we continue to preserve a way of life that actively turns
honest citizens into criminals. I am thinking of the tax system that
encourages people to spend fortunes to avoid the payment of taxes. This is
a system that compels people to torn to “illegal” activity, as characterised
by the so-called “black economy”. In Britain alone, this economy is worth
between £36 and £48 billion, according to the Inland Revenue (whose
estimate was recorded in the 1993 report of the National Audit Office).
Many ofthe participants in this “illegal” trade turn themselves into outlaws
as the only alternative to being consigned to econormic inertia - the victims
purely and simply of a system of public finance that is self-serving.

But there is now real hope for social evolution. For people are not
comfortable with an absence of choice. They will now search for an
alternative vision of society to replace Marxism. The Georgist paradigm
will need to be tested, if people are to be convinced, postulated against the
great tragedies of our time to see if it can perform better than the remedies
of capitalism.

Let us return, finally, to the problem of poverty. Worldwide, about 1.1
billion people live in absolute poverty, and about 30% of the world’s
population faces hunger as a daily reality. What would it take to solve this
problem? .

In 1993, the International Monetary Fund, representing the rich capitalist
nations, was reported to be offering $2 million (£1.36m) to reduce
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poverty.® This compares with the billions of dollars extended by the IMF
every year to governments to be spent on projects that consolidate the power
that creates the poverty in the first place. Conventional strategies are no
more than cruel band-aids, barely able to cover the wounds, certainly
incapable of stemming the loss of blood.

Would the Georgist philosophy fare better? Its advocates argue that
nothing short of the transformation of the system of public finance, to
reflect anew philosophy of property rights, will unshackle people from the
conditions that generate poverty. Which approach can abolish
intergenerational poverty - the IMF’s hard-faced dispensation of charity,
which reflects an attitude that can be traced back to the Victoria era? Ora
radical restructuring of society, to liberate every person along the lines
proposed by Henry George?%*

It does not take a genius to work out which is the superior approach, but
one genius did comment on the Georgist anaiy51s Albert Einstein himself.
In a letter dated October 8, 1931, Einstein wrote:

I read the largest part of the book by Henry George with extraordinary
interest, and I believe that in the main points the book takes a stand which
cannot be fought, especially as far as the cause of poverty is concerned.®*

But the appropriate remedies will not be instituted unless people insist
on a public debate on the philosophy of public finance. Such debate as is
sponsored by governments is directed at the “efficiency” of specific taxes
- adiscussion designed to make life easier for the tax collector rather than
the tax payer.

This attitude was well expressed by Kingsley Wood, a British Chancellor
ofthe Exchequer who -in presenting his Budget in 1941 - spoke glowingly
ofthe Englishman’s “genius for co-operating with the tax collector”! As for
the collection of public revenue from the rent of land - alas, Mr Wood had
told the House of Commons, there were administrative difficulttes with this
fiscal policy. So, once again, he would have to increase the taxes on
people’s earned incomes. Overcoming the alleged administrative problems
was not something with which the government would concern itself: an easy
life for the tax collector was what it was all about!%

Adam Smith, in itemising the canons of taxation that are even today cited
with approval by economists and politicians, did not deem it necessary to
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highlight norms of social justice. It was, apparently, aprivilege tobe paying
taxes: : ‘

Every tax...is to the person who pays it abadge, not of slavery, but of liberty.
It denotes that he is subject to government, indeed, but that, as he has some
property, he cannot himself be the property of a master.*’

" By such talk was the freeborn Englishman turned into a slave - by
hoodwinking him into believing that he had to pay for the privilege of being
governed. By such analysis was he encouraged to bear with pride the loss
ofhis earned income, even while the uneamed income - the public revenue,
the rent of land - was being siphoned off by those who reserved unto
themselves the right to make the laws.

Utopian? o _
Society’s crying need is for its institutions to be rebased on a realistic
footing. '

Is the vision that T have offered a utopian one - outside the realms of
practical politics? Some will say so. Such an attempt to dismiss the
Georgist paradigm, however, would not work in China and Russia, for
whom thelegacy of communism has been the chance to creatc anew society
without the ideological interference of the landowning class. And what
would happen if China and Russia were to adopt the rent-as-public-revenue
policy - a policy that was first offered to them 80 and more years ago by
Leo Tolstoy and Sun Yat-sen? Other nations would have two options.
Either they would have to abandon the philosophy of free trade, to which
they penned theirnames under the General Agreement on Trade and Tariffs
in 1993, and retreat into autarky; or they wouldhave to abandon the present
system of taxation. :

Why? Because the economic consequences of such a decision by China
and Russia, for the exporting nations, would be traumatic. Russia and
China, two nations rich in scientific know-how, people and natural
resources, would come to dominate the global markets within a decade.
This would happen for one simple reason: by not having to carry the burden
of taxes on labour and capital, the prices of their manufactured products
would be too low for the Europeanand North American nations to compete.

And so we begin to glimpse the reality - that it was communism and
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capitalism that were impossible dreams. No sooner did they come into
existence, than it was necessary to sustain them by a system of carrot-and-
stick. : ' '

In the 20th century, the genius of homo sapiens was expressed in the
discovery ofthemeans to soar beyond Earth’s gravity, tobegin the odyssey
into the heavens. But this was not the dawning of a Brave New World. The
astronomic feats of communism and capitalism symbolised the tragedy of
rootlessness that had befallen the people of the world. By the millions they
diedin defence ofland that did not belong to them - deceived by the ideology
of nationalism. By the million, they starved to death for want of access to
the soil - while being admonished as slothful. By the million, they wandered
the world for the want of homes of their own - refugees in a world that
begrudgedthem. - :

If, in the 21st century, there is to be a resolution of the crises that afflict
people intheir daily lives, it will not be found in an escape into the heavens.
Peace and prosperity for everyone will remain beyond our reach until the
day we find our way to A Philosophy for a Fair Society.
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