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I was managing the residential mortgage lending program for a commercial US bank and representing it with community groups committed to revitalizing their neighborhoods when I discovered Mason Gaffney’s writings. His goal was to bring Henry George’s 19th century analysis into the mainstream of 20th century policy analysis. In 1989 I had the opportunity to hear Prof. Gaffney speak at a conference at the University of Pennsylvania. I came to admire his intellectual courage and analytical objectivity within a discipline dominated by ideological bias and mathematical presentation.


As do many excellent teachers, Mason Gaffney served over a long career as mentor to other like-minded individuals, within and without the economics discipline. Several have contributed essays to this volume. The editor, Fred Harrison, has collaborated with Mason Gaffney on many projects over the decades. His opening essay, “Conflict Resolution and Ethical Economics,” succinctly describes the general problem:
“The global economy is locked into a void which evokes the Depression of the 1930s. …How we got here is the story of the failures of governance. The blueprint for what we can do about it is the subject of this volume.” [p.1]


Their cause, carried on as well by earlier generations of thoughtful people in academia, business and government, has found a potent ally in the former World Bank economist Joseph Stiglitz. Stiglitz has joined the ranks of courageous economists of which Mason Gaffney has been a life-long member. 

Readers familiar with Fred Harrison’s books --going back to The Power In The Land (1983) -- will recognize his sense of urgency. “The dismal failures of governance ultimately stem from one source,” he writes, “the intentional manipulation of classical economics.” [p.5]  Readers who are unfamiliar with these unorthodox thoughts will experience a direct challenge to their understanding of how the world works, to the reasons for income and wealth inequality, and to the fundamental cause of repeated periods of economic contraction.

Anyone who might be drawn to the state-socialist or any socialist model as the cure for capitalist instability is challenged by Fred Harrison’s story of the team he assembled in Russia during the 1990s in an effort to save the Russian people from becoming a rentier-dominated society. Against them stood representatives of the International Monetary Fund and Western think tanks pressing Russians to sell their land and natural resources as part of the privatization process. Whatever chance the Russians had to create a real democracy was thwarted. As Fred Harrison writes:

“The outcome was oligarchy, a class of political insiders who acquired proprietary rights over the rents from Russia’s fabulous nature resources.” [p.22]

Each contributor to this volume offers a unique view of the issues in economic theory and social organization analyzed by Mason Gaffney during his long career. 


Kris Feder teaches economics at Bard College. Back in the 1990s she joined Mason Gaffney and others on a desperate trip to Russia to change the course of history. In this essay, she offers her insights into reasons policies embraced by those on left or the right are ineffective. As she concludes:

“Each treatment protocol addresses symptoms, not causes. Neither can be expected to produce economic stability and security.” [p.31].

The solutions are to be found in the “Geoclassical analysis” developed by Mason Gaffney, built on the foundation of the writings of Henry George. One of Mason Gaffney’s more contentious observations is “that all taxes are ultimately paid out of the economy’s surplus.” [p.33] Grasping the full implications of this will require the reader to pay close attention to Kris Feder’s explanation. 

Mary Cleveland has an office down the corridor from that of Joseph Stiglitz at Columbia University, so she is less isolated than Gaffney was at the University of California. She traces the origins of Gaffney’s analysis in the writings of Henry George and his predecessor political economists and the basis from which Gaffney countered assertions by economists wedded to the neoclassical model of economic analysis. Cleveland explains that one of Gaffney’s most important contributions to economic theory concerns cyclical changes in the value of material assets. 
“A building delivers a flow of services, from construction or purchase time, at least as the building ages. Whether or not service flow declines, the building depreciates, as it approaches the end of the useful life. …The amount of depreciation over the building’s life just equals the cost of construction or purchase.” [p.75] 
As Mary Cleveland and all of the contributors to this volume write, land is not subject to this cyclical pattern of usefulness. The highest, best use of a location can change because of natural processes or because of new technologies introduced by us. The potential annual rental value of a location will rise and fall with many factors, but the quantity of land is fixed by nature.

Fred Foldvary teaches economics at San Jose State University. He brings the perspective of an Austrian theoretician to his research and writing. He describes Mason Gaffney and himself as representative of the “heterodox schools of thought.” [p.86] His criticism of his neoclassical colleagues is more subtle than that of some other heterodox economists:
“The basic problem with the neoclassical school is not so much that its theory is incorrect, but that it is incomplete, and its practitioners act as though that incomplete doctrine is sufficient to explain the economy.” [p.86]


This weakness is the exact strength he sees in the heterodox writings of Mason Gaffney, in particular Gaffney’s 2009 collection of articles, After the Crash: Designing a Depression-Free Economy:
“Gaffney draws on Austrian economics to integrate its time structure of capital goods into the land-based Georgist theory. The period of production, or rate of turnover of capital goods, is a key element of Austrian theory, which Gaffney applies.” [p.96]


Ethics and moral principles are high on Francis (Frank) Peddle’s list of concerns. This is evident from the issues he has pursued in the Canadian courts as an Attorney-at-Law and his teaching at Dominican University College in Ottawa. He qualifies as a heterodox economist as well. As Peddle says:
“Mason Gaffney has provided us with a startling roadmap for how we can better account for the common good that goes far beyond the narrow confines of current economic thinking. [p.106] …Gaffney’s work retools an economic philosophy of reconciliation for the 21st century.” [p.117]

Frank Peddle’s essay ends Part I of this volume. In Part II (“A Clean Slate”) are essays calling for a multi-disciplinary approach to investigating and solving humanity’s most serious problems. Fred Harrison points the way:
“A clean slate renewal becomes possible once we perceive the fatal shortcomings of the economic models used by ‘experts’ to guide governments. …Economic stagnation is due solely to the failure of those who serve as the guardians of society to fulfil their duty of care. They decline to apply lessons learned from their past failures. Confessions are few.” [p.138]

Ted Gwartney spent his professional life tracking the ups and downs of property markets in the United States and Canada as an Assessment Official. He also travelled to Russia to warn the people of what would occur if they adopted the conventional Western system of property taxation. In this essay he explains how his experience in the field confirms nearly all that Mason Gaffney has written about the relation between the dynamics of land markets based on whether the rent of land is publicly collected or left in the hands of land owners:
“As a practical example, we may note what property assessors have observed when they lowered building assessments. This resulted in a lower tax-take. Who gained? The reciprocal of lower assessments is a rise in the value of land. In other words, the revenue base was not lost. It shifted to land rents and values, which can then be taxed.” [p.143]

A Professor of Taxation and Ecological Economics at Trier University of Applied Sciences in Germany, Dirk Lohr embraces the broad definition of “land” that Mason Gaffney has taught for many decades. Such assets “have a low elasticity of production and substitution.” [p.158].   Lohr tackles “the old question of whether or not there is an optimum structure of corporate finance.” [p.161] He concludes that the most successful firms have mastered the art of rent-taking:

“What makes firms valuable is the discounting of future income without costs (and risks). This is nothing other than rents. …If the business concept of any successful company is assessed carefully enough, economic rents will emerge as the core of the profit.” [p.172]

What Dirk Lohr concludes about corporations is also true of any for-profit enterprise that enjoys imputed rents from the ownership of land and land-like assets (e.g., licenses to frequencies of the broadcast spectrum or even take-off and landing slots at airports [p.171]). If accounting rules required businesses to have such assets independently valued annually and the gains or losses in value recorded, the extent to which rents contributed to their asset base and profitability would be readily apparent. The basis for making appropriate changes in public policy might then gain traction:

“To achieve optimum outcomes, the performance of companies ought to rest on their products and their efficiency, and not on rent-seeking. This could be achieved by skimming off the economic rents by applying the Henry George principle. This means that ‘key assets’ such as land would be ‘decapitalized’; their value would be transferred to the public.” [p.173] 

Terry Dwyer is one of Australia’s leading experts on taxation law. He traces a direct connection between the ill-conceived systems of taxation characteristic of nearly every country and the level of effort by so many individuals and businesses to find ways to minimize their tax obligation. As one would expect, some governments have established their countries as tax havens. Most others simply refuse to assist other governments in pursuit of taxes owed. Terry Dwyer provides the solution:
“The way to end the tax wars before they start doing lasting damage to countries’ economic and legal systems is to return to strict territoriality – to tax land, the immobile factor of production.” [p.192]

Dwyer echoes the analysis of those economists who understand that land (all of nature, really) is the passive factor of production. Nature has a zero cost of production in terms of labor and capital goods. By requiring all who have control over land to compensate society for what is a privilege, the community would capture the unearned income currently gained by rent-seeking. Thus, those who control land would fulfill their individual or corporate financial responsibilities to the communities from which they enjoy locational advantages. 
“For example, any location would not be valuable without positive externalities of agglomeration (with congestion costs in parallel), the appropriation of the forces of nature (e.g., with externalized costs of degradation) or the efforts of the public (costs of infrastructure).” [p.166]


For years a Lecturer in Animal Physiology and now working as a farmer in Scotland, Duncan Pickard lives in a society dominated by hereditary rentier privilege. He evokes Adam Smith to explain the measures that could have changed the course of history in Scotland and elsewhere. He points readers to the 1781 Essay on the Right of Property in Land by William Ogilvie as an even more penetrating analysis than that provided by Adam Smith. He explains why he has come to be a strong proponent of replacing taxation “with an annual charge on the rental value of land.” [p.207] A real benefit he sees is bringing an end to rural unemployment:
“There is an almost universal belief among farmers that high land prices are beneficial to farming. I contend that high land prices are a curse on farming. I do not deny that some landowning farmers become very rich from high prices, but only when they sell, most of them making more money from selling their farms than they did throughout the time they were farming. There is a clear distinction between what is beneficial to a few farmers and what might be beneficial to farming in general and especially to those who want to farm but have no land.” [p.202]


Part III (“Prophetic Voices”) is introduced with a warning that “[t]rust in governments and respect for authority has diminished to levels that are dangerous to democracy.” [p.211]

As an Attorney-at-Law in Spain, Fernando Scornik Gerstein has observed political and economic turmoil and considers that the “citizens of Europe today feel betrayed by their political leaders.” [p.214]  As such, people in troubled societies are once again hoping for saviors. The Greeks thought they had found one in Yanis Varoufakis, but he could not overcome the pressures to conform to European Union demands for austerity. Fernando Scornik Gerstein also emphasizes the need to tax rent. 
“We are driven to the only conclusion: the conservative and socialist politicians, in failing to address the problem of land speculation, created the crisis. Instead of promoting policies to curb land speculation, all the measures taken – due to ignorance or bad faith (I do not know which is worse!) – were directed to increase it. The only policy that could end speculation and reduce the price of land to affordable levels is through the fiscal policy of taxing rent. That was the one policy which they had completely ignored.” [p.221]

Nature is talking to us, telling us “there is something fundamentally wrong with the way people use their natural habitat,” [p.229] writes Peter Smith, a conservation biologist who administers two nature reserves in England. His work with wildlife and the natural environment has convinced him “there is something fundamentally wrong with the laws of the land.” [p.229] His instincts were vindicated by his reading of what Mason Gaffney wrote in the 1994 volume The Corruption of Economics. He tells readers:
“I realized that the study of economics is central to nature conservation. I have seen the destruction of nature time and time again and come to realise just how our economy rewards those who damage nature and punishes those who try to protect it. The perverse incentives surround us yet seem to go unnoticed.” [p.232]


Roger Sandilands recently ended his teaching career at the University of Strathclyde in Glasgow, Scotland. Over his long career he taught economics at universities in Singapore, Sweden, Tokyo and Beijing. He has seen how the systems of law and taxation in each of these societies have determined the distribution of income and wealth among the population. Singapore, he explains, prospered in part because the government captured a significant portion of the rent of land, which was “ploughed back into funding yet more and improved infrastructure.” [p.247]. He notes that Singapore’s “economic model contained ‘elements of [Henry] George’s land value tax capture’.” [p.246]
Among other issues, Roger Sandilands also joins Duncan Pickard in an examination of Scotland’s “economics of apartheid.” [p.252] He agrees that taxes in Scotland impose heavy deadweight losses on economic output.
“If the losses inflicted by ‘bad’ taxes were eliminated, society would enjoy a net gain if it raised the revenue to fund public services out of socially-created economic rent. Productivity would be improved in a million and one ways.” [p.253] 

Nicolaus Tideman belongs to a family with a long history of activity to promote Henry George’s principles for social and economic justice.  Tideman won his doctorate at the University of Chicago. He reaches well beyond the understood role of the economics professor into the realm of values. We must evolve, he argues, if we are to survive:
“For eons, since before we were human, we have been appropriating territory and resources through fighting. It is nature’s way, for creatures that lack the intelligence to find something better. As humanity struggles to become creatures who put fighting aside and achieve peace, the question arises: what basic framework will we use?” [p.269]
What he asks readers to consider is the proposition that “all people have equal rights to the earth.” [p.263] If one agrees to this fundamental moral principle, what then? He describes how a society committed to this principle would need to change its systems of law and taxation:

“There would be difficulties, but they could be managed. Private property in things made by human effort could continue. Markets could continue. A system of private titles to parcels of land and other natural opportunities could continue, with the difference that the selling price of such titles for unimproved natural opportunities would be approximately zero.” [p.267]


Fred Harrison ends the book with a call to arms. “Asking awkward questions,” writes Fred Harrison, “reminds us that life does not move along a straight path…It means the future could be radically different from the one that is predicated on the current trajectory.” [p.277]  There is a transcript of a conversation with at least a representative group of the contributing authors to complete this volume. Gaffney responds to questions on a broad range of historical and contemporary issues. His truthful answers to hard questions offer readers hope that constructive change is possible. 
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