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PREVFACE

WHEN PROGRESS AND POVERTY appeared in 1880, it produced

an almost immediate impact throughout the English-
speaking world. This impact considerably antidated any
impact of Marx or other sccialists. When Marx died in
1883, there must have been dozens of English-speaking
pecple who knew of Henry George for everyone who had even
heard of Marx. Not only was Marx unknown to English
readers, soc also was 'socialism.' H.M. Hyndman's Sccial
Democratic Federalism of 1883 was the first organised
sccialist body in Britain. Yet, in the years which
followed, socialism rapidly overtook Georgeism as the
dominant movemsnt of economic and social reform throughout
the world. Why? Was socialism in fact more appropriate
to current problems, or based on a deeper analysis? The
author ¢of this essay does not think so. He thinks that
George's analysis was throughout the intervening century,
and remains to this day, an essentially accurate and valid
analysis, while the views of Marx and other socialists are
demonstrably wrong and inappropriate to the problems which

socialists set out to solve.

February 1980 Roy Douglas



I POLITICAL VIOLETRNZCE

METHODS AND GOALS

EVERY day we draw hearer to the fateful event when a small terrcrist
group will lay its hands on a nuclear weapcn which will be used against
millions of people. Yet there is little sign that the world's states-
men and foreign affairs analysts have begun to understand, or come

to terms with, the primary causes underlying the use of force in domes-
tic or international politics. As a result, the formulation of policies
is seriously defective.

Social scientists have attempted to draw us closer to understanding the
motivaticns of those who feel compelled to use violence to further their
goals. Most theories, however, have a psychological or sociclogical
orientation.* But to say that individuals are "frustxated" by the
system into taking aggressive action, or that soclely is split by
"cleavages" which generate friction, does not help us to appreciate the
nature of causal influences. Political sciesnce makes a contribution,
through its analysis of the "openness" of a system, and its ability to
reconcile conflicting demands. But even that is insufficient, for we
need an account which helps us to arrive at decisions about the legiti-
macy of demands. After all, a stable society needs a conservative
membrane, and the problem is to decide which demands for change ought

to be accepted, and which cught to be resisted.

An analysis will be advanced here which combines econcmic theory and

the ethical content of Henry George's seminal book, Progress & Poverty.**
The theory accounts for most of the seemingly gratuitous violence which
daily assails us on the news bulletins; it will lead to a clearer under-
standing of the gualitative differences in the violence pexceived in the
Third World countries in contrast with that in industrial societies.

The ethics are important when we come to consider the crucial problem

of what to do about dealing with the conditions which murture the seeds

of death and destruction.

Y

The first step is to establish whether the content of political violence



is uniform, whatever its geo-political location. I propose to classify
political violence by using two generalized variable continua (Figure

A page 3). One of them invites a consideration of the methods used by
individuals or movements in attaining their objectives. An open socie-
ty would encourage claimants with legitimate grievances to use institu-
tional processes to advance their causes. At the other extreme, a
clozed society - cne in which dominant elites resist change - would
encourage the use of violence. The second variable focuses on goals:
an open society would be susceptible to incremental change - reforms -
while a closed society would dispose people with grievances to aim

at sudden, drastic - revolutionary - transformations.

Four examples have been selected to illustrate how these two variables
can be used to analyse the nature of society and the forces which
shape political responses, The Sandinista guerrillas of Nicaragua
are placed in gquadrate I. They have a left-wing philosophy, and have
promoted their aims by violence, from urban warfare against the
National Guard, to kidnapping foreign businessmen. The near-total
control of Nicaragua by the family of President BAnastasic Somoza, and
the ballot-box corruption which inhibited internal change through
institutional processes, made the use of widespread viclence in 1978
and 1979 attractive as the only apparent route to an improved socio-
economic system.

President Allende's Chile (1970-73) is placed in gquadrate II, because
it provides an example of an attempt by a political party to revolu-—
ticonise a society through established processes. This example will
be examined in greater detail below.

The Ulster civil rights movement of the late 1960s appears in guadrate
III, because its sympathisers used the non-viclent methods of the pressure
group to express their demands. Because of the electoral system employed
at the time in Northern Ireland,* the numerically-larger Protestant pop-—
ulation dominated regional and local politics. Thus, the Catholics

were discriminated against when it came to allocating public housing and
local authority jobs. (The IRA exploited the momentum of the ecivil

rights movement, but the aims and methods of the two must not be confused.
Catholic civil rights workers were seeking improved social and sconomic
rights within the established political system.)

Finally, in guadrate IV, we can locate the urban riots {such as in the
Watts district of Los Angeles, 1965%) which flared in the American
ghettos in the 1960s. The black population, living in the most dehuman-
ising physical conditions and with poor employment prospects, resorted
to violence to express their demands for reforms. Attempts have been
made to promote the view that the black Americans were inclined tc revol-
ution. The rhetoric of groups like the Black Panthers encouraged such

a view, but these were in a small minerity. While it is txrue that the
blacks in the ghettos fiercely distrusted local politicians and the
police, they nonetheless approved of the federal structure - because of
the existence of, and the prospects of benefiting from, anti-poverty
programmes. That is, they were not seeking.to subvert the system per se,
when they took to the streets.**
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IT ECONOMTIC IMPERATIVES

A USEFUL starting point, because of its importance in the history of
ideas, is the prcposition advanced by Karl Marx that capitalist exploi-
tation of the working class would lead to revolution and the creation of
a socialist society., This appeared to be a meaningful hypothesis in the
19th century. Unfortunately for Marxists, however, the 20th century
unfolded ... and nothing happened to verify the theory.

There have been events which were - in the heat of the moment ~ welcomed
as the beginning of revolutionary change, pointing to the day when the
proletariat would assume dictatorship over the means of production. The
Paris riocts of 1968 were one of these events. Violent though the riots
were, they properly belong to gquadrate IV; for they were initiated by
students demanding changes in the structure of French education, and
workers were remarkably reluctant to exploit the disturbances to their
advantage.* France is instructive, but not in the way a Marxist would
have predicted. For the revolutionary tradition of that country, which
proudly celebrates 1789, developed only in its peasant-based, pre-
industrial stage. Yet it would be a mistake to ignore Marx's analysis
as irrelevant, for exploitation was undoubtedly present in the 19th
century industrizl system. We need to know why events failed to evolve
as he had predicted. Such a consideration will follow once we have
explored the theoretical insights offered by the science of economics.

Agriculture: Using the Ricardian theory of rent, Henry George argued
that the basic wage of workers was determined at the margin of culti-
vation.** 1In a freely competitive system, where monopoly was prevented
from distorting the market, workers would receive a wage acceptable to
them; otherwise, they would employ themselves for an income which they
deemed necessary. Where land was privately monopolised, however, wages
would be below this minimum level; for the speculative advantage of
keeping land idle or under-used would force cut the margin of cultiva-
tion, thereby raising rents and reducing wages.’ ‘Furthermore, this
compression of wages and increase in rents would be reinforced by a
restriction in the opportunities for self-etployment, and result in the
impoverishment of unskilled workers,



Thus, we can predict that the lowest wages will be found in the
agricultural sector of industrial societies, and that the greatest
prospect for rewvolutionary potential will be found in the mainly
agrarian Third World, for the logic of an agrarian system built on

land monopoly entalls widespread antagonism between labourers and
landowners. &An increase in output would simply be creamed off in the
form of rent, which is the economic surplus over and above that required
to reward labourers and the owners of capital. The incentive to increase
aggregate output is thus reduced, with the result that developing coun-
t¥ies find it that much more difficult.to finance fresh fixed capital
formation. Economic growth, therefore, is retarded.

Henry George's formulation of the economic laws governing wage determin—
ation was vigorously challenged at the time when Progress & Poverty was
the subject of general debate.* But the empirical evidence supports the
hypothesis. In Britain, for example, male agricultural workers, at 16
per cent, are the second largest single group of workers having to rely
on the state for supplementary benefits for a tolerable minimum income,
just 1 per cent behind general unskilled workers.** And the 1.5 billion
people described by the International Labour Office as living in "grinding
poverty" are concentrated in the Third World.*** The effect of land"
monopoly on wages has generally been neglected by economists, and so

it would be worthwhile citing two exceptions. Charles Issawi noted in

his study of Egypt:

"A survey of the last fifty years shows that the Ricardian
analysis of rents and wages applies remarkably well to Egypt.
An increase in population and wealth was accompanied by a
considerable rise in the remuneration of the scarce factor, -
land, and by a fall in that of the abundant factor, iabour.
Indeed wages seem to have reached the minimum level, described
by early nineteenth-century economists, below which they can
hardly descend." **#%%

In case it should be suspected that this phenomenon is restricted to Europe
or the Middle East, we can guote an authoritative conclusion reached by the

editors of an extensive survey of Asian economies:

"aAs the land-man ratio has fallen, the level and share of rents
has increased while the wage share, real wages and the number
of days employed per person have tended to fall." %%k

This process of impoverishment was

"intimately related to the degree of land concentration. A
reduction in the inequality of landownership through a re-
distribution of landed property in favour of landless workers,
tenants and small farmers would contribute directly to the
alleviation of the most acute forms of poverty." *#***%*

Industry: The milieu here is different. There is a mutual advantage for
both labour and capital in increasing output, through improved productiv-
ity and new fixed capital formation. Neither side of industry, under
competitive conditions, can dominate, because of their intex-dependence.
Workers may compete with each other, and so discipline the demand for .
higher wages; but, likewise, capitalists compete with each other - a

fact attested to by the tendency for the real rate of interest to be held
down in the long run.



But this happy ideal was distorted. by the existence of land monopoly.
Henry George dramatised the fact that, despite the abundant wealth

which could have eradicated poverty, given the modern methods of pro-
duction, many people were involuntarily unemployed or on low incomes.

He wrote in the light of the American experience of the 1870s, but a
century earlier the British workers were participating actors - playing
the role of victims - in the first act of a historical tragedy. The
enclosures displaced many of them from the land. They were forced to

take refuge in the big towns, particularly the cotton-spinning centres of
Lancashire, where they were at the mercy of the mill-owners. As a result,
the employers were able to exploit a2 vulnerable workforce in what was a
buyer's labour market. This stimulated a reaction through the emergence
of trade unions, and the scales have tipped in favour of labour. Capital-
ists are said to be on the defensive, and the coercion used by many

unions runs the risk of putting some firms out of business. But has trade
union power in the urban sector overridden the effects of land monopoly
on wages, and thereby defused a potentially revolutionary situation?

A number of cbservers have pointed to the existence of channels for
collective bargaining in the industrial sector as a mechanism for amel-
iorating economic discontent,* but their importance as an explanation

for the political stability of industrial systems seems dubicus. Trade
unions with power countervailing the might of industrialists are relative-
ly few, and they represent a = numerical minority of the working classes of
industrial economies (or of the workforce employed in the industrial
sector of developing countries). The fact is that, as Henry George empha-
sised, there is an inter-sectional influence on the wage determination
process: low agricultural wages act as a brake on wages in the urban-indus-
trial sector.** This effect has been lutidly described in these terms:

"The process of migration results in the gradual elimination

of the income differentials which initially provoked it. 1In
particular, the exodus from the countryside tends to undermine
income levels in the informal urban sector and reduce them to
the levels prevailling in the rural areas. There isg a strong
presumption, of course, that the migrénts benefit from migra-
tion, but the benefits are likely to be marginal. In &ffect,
the movement of labour represents little more than a shuffling
around of poverty. As long as the economic structure remains

a8 has been described, with its income distribution and resource
allocation mechanism intact, the major function of rural to
urban migration is to spread the growing poverty of the countyry-
side to the towng,"**%*

Thus, if trade unions fail to afford an explanation, we must search else-
where for a solution tc .the problem of why industrial societies are appa-
rently immune from revolutionary political violence.

The capitalist system enabled man to produce wealth at a rate unigue in
history. Yet despite the fact that this system was nurtured within a
philosophical tradition which lauded. the virtues of individual econcmic
enterprise and political liberty, there was a parallel development: the’
growth of direct and indirect taxation in the 1%9th century and its meta-
morphosis into the form of a large and ever-expanding public sector in
the 20th century. : '



In the 18 years following 1960, central government income in Britain
rose by Seven and one guarter times, and local government income rose
by nearly nine times - but national income increased by under five and
one half times! In the mid-1970s the ratio of tax revenue of GNP in
the UK was over 35 per cent, with an average of 39.2 per cent in West
European countries.* This tax/CGNP ratic is a crude measure,** but if
anything it grossly understates the point we are making - the scale of
public appropriation of privately-created wealth for the purposes of
redistribution. Ivoxr Pearce, Director of Research at Southampton
University's Econometric Model Building Unit, has reached this ceonclu-
sS:r0n:

"As long as the guestion is what proportion of GNP is spent
or redistributed by committees the answer remains 'more than
70 per cent', *E*

A popular belief is that this avariciousness is explained by self-seek-
ing bureaucracies enlarging their budgets and therefore their spheres of
influence. This appears to be toc tenuous‘an explanation, given the
considerable reluctancewith which people part with their hard-earned wages.
The hypothesis advanced here is that capitalist economies have had to buy
peace, and that the potential for doing go existed in the increasing
volume of output as science and technology advanced by leaps and bounds.
In effect, the imperfect system, in a struggle to maintain egquilibrium,
was logically forced to respond to the impoverishment arising from land
mcnopoly by redistributing income and creating jobs through the public
sector, which amounts teo a compensating mechanism to coffset pressures
which would otherwise have destroyed the systen.



III THE GROWTH OF PUBLIC CHARITY

THROUGHOUT most of the 19th century, private'charity played the major part
in seeking to alleviate suffering. As late as 1861, when the annual ex-
penditure of private charities amounted to tens of millions of pounds, the
total expenditure on public poor relief was only £5. Bm.'. Riots were regular
in the first two decades of the century, but slowly - painfully slowly - the
philanthropists articulated ways of rescuing people, providing those who
could not afford them with homes and rudimentary education.

The early public relief work was financed out of rates levied locally,

under the Boor lLaws. It would be a mistake, however, to assume that the
switch from the Poor laws to centralised public welfare programmes financed
out of progressive income taxes was motivated by altruism. Obligations
under the Poor Laws were met in part out of the pockets of landowners. They
did not like it, and since they controlled Parliament they had the power

to transfer the burden to those who earned their incomes. As Thorold Rogers
put it:

"One of the ways in which the owners of land have striven to main-
tain artificial rents has been, first, by starving the peasant,
next by putting the cost of his necessary maintenance on other
Deoplé.VE*

In other words, private charity and state subsidies were a way of increas-
ing rental income. For if everyone independently earned a living wage -
attainable only in a system shorn of monopoly power — the ecconomic surplus
{rent) would constitute a smaller percentage of GNP. But landowners take
into account the fact that their labourers receive benefits transferred
from other pecple's income, so the lowest wage levels were forced down

and the difference absorbed by the appropriators of rent.

British farm workers illustrate this point. A substantial number of them
raceive rent and rate rebates, family income supplement, child benefits,
free school meals for their children and other benefits which are related .
to their low incomes. They are part of what* is termed the “poverty trap":
an increase in wages results in a reduction in the benefits transferred
through the state apparatus, leaving them no better off! But while an
increase in wages results in reduced benefits, it does not follow that if



benefits were reduced landowners would have to increase wages. While
some farm employers might like to ralse wages, such increases could

not come out of the returns to their capltal: price competition ensures
that interest received on capital is held down to a common level, thereby
precluding those farmers who would like to do so, from significantly
increasing the level of wages paid teo their workers.* The only source
from which increased farm wages could be met would be rental income.

But the monopoly power exercised by landowners enables them to resist

the pressure for wage increases for a longer period than the labourers
could subsist without state subsidies, So as to avoid the rick-burning
protests which were characteristic of the 19th century, the state has
had to step in and subsidise.. the pitiful wages of farm labourers, out of
income earned by other workers.

and so the need for revolution is deferred until the political and
economic elites fail to provide public subsidies as substitutes for

the private wealth which the imperfect market system prevents so many
people acquiring directly for themselves. People in need cap turn to

the established holders of power and, by exercising ingenuity in the pro-
motion of their case, compete for a share-out with other groups with sim-
ilar claims on the public purse.

The growth of taxation and social services, then, was a structural
development, a logical response to the deficiencies in the system. Marx,
because of his ideological commitments, failed to appreclate how the sys-—
tem would resiliently preserve itself. This could be done only by reduc-
ing real wages and profits for many people, a result which has been
accepted for various reasons ranging from humanitarianism to self-interest.

Similarly, the growth of the public sector in industry can be seen as a
response to the business crises which have periodically resnlted in de-
pressions. Henry George's analysis, which revealed that cyclical de-
pressions were largely a function of bouts of land gpeculation, has

been ignored. The policy options for dealing with depressions, therefore,
have been fatally narrowed. The dominant rationale is that if entre-
preneurs cannot remove unemployment (because of the "anarchy" presumed by
sotialist critics to rule the markét), then the politicians and civil
servants have to step in with public controls, economic planning and
subsidies. The absurd position was reached in take 1978 whereby the
govermment contemplated financing job-saving schemes which compelled

Sir Douglas Wass, Permanent Secretary to the Treasury, to state in a
confidential memorandum: ' -

"The startling and disturbing conclusion is that we have been
accumulating prospective losses of real resources at a rate
faster than the growth of natiocnal income.™ **

If the foregoing analysis is correct, it would seem that conservative
politicians who have promised to reduce taxation and the size of the
public sector without appropriate structural adjustments - of the sort
which would free people to create their own employment - are misleading
the people. For, oncé in power, they are bound by the internal dynamics
of the industrial system as it is at preseamt constituted to buy social -
and economic stability through income transfers. As. an example, wWe regu-
larly receive reminders of such words as were enunciated by Jack Boddy,
General Secretary of the Natiocnal Union of Agricultural and Allied Workers



at the Tolpuddle Martyrs' Memorial Rally in 1978:

"It will seem incredible to many people that in 1978 many of
the people whose work keeps the nation fed cannot afford to
keep their families fed."*

A pessimistic conclusion follows from our analysis of economic thecry:

no matter how much is transferred to low income earners, poverty will not

be eradicated (since the benefits actually end up, ultimately, in the pockets
of the landowners). This pessimiam is warranted by the empirical facts.

For example, Prof. Dennis Lees concluded that

... there seems very little likelihood of the problem of
family poverty (however defined) being overcome by increased
family allowances. WNevertheless, the cost in monetary and
real terms will inevitably rise if present trends continue,
increasing the tax burden on childless couples and single
persons without necessarily reducing the difference in living
standards between them and poor families."*%

A growing population, therefore, entails an inevitable continuation of the
process of income redistribution.



v T HE REVOLUTTIO N'ARY THRE AT

THE three great revolutions in modern history - France, Russia and China -
have taken place in peasant societies. The autocrats did not have the
"surplus" wealth to redistribute in a way that would diffuse the discontent.
So the political systems were not able to accommodate the legitimate demands
of hungry peasants who sought a more equitable means of sharing out material
wealth. The seeds of revolutionary potential were thus sown by those who
held the power to reshape man's destiny ... discontent smouldered until it
lgnited into mass fury.

In France the peasants took to the streets in a straightforxward demand for
bread - and the outcome was bloodshed and land re-allocation on a massive
scale. Before that great event, there was little systematic use of the
‘tactical terror which was to be employed in Russia in the 19th century.¥

all the 20th century revolutions (such as in Cuba and Vietnam) have been in
pre-industrial systems.** Dramatic transformation of the dominant ideology
‘has occurred in those systems whi¢h are agricultural, where there is an un-
just distribution of landed resources, where the tax burden has finally proved
to be intolerable, and where the only solution has turned out t3 be a resort
to violent destruction of the status guo.

Huntington, in his exhaustive cross-cultural study of political‘disorders,
has pointed out how violence by urban groups has led only to the overthrow ‘
of existing ruling elites - not the subversion, the transformation, of the
system itself.

"By themselves, in short, the oppositicn groups within the city
can unseat governments but they cannot create a revolution.
That requires the active participation of rural groups.” ***

Rural groups, however, exercise what Huntington calls +he crucial 'swing’
role."™ Thus, control over land - the natural resources on which society
relies for its existence - is the ace.

"In traditional society and during the eakly phases of modern-
isation, stability rests on the dominance of the rural land-
owning elite over both countryside and city. As modernisation



progresses, the middle class and other groups in the city emerge
as political actors challenging the existing system. Their
successful overthrow of the system, however, depends upon their
ability to win rural allies, that is, to win the support of the
peasants against the traditional oligarchy."*

Marx, despite the critical emphasis he placed on the role of capital in his

theoretical scenario, appears to have glimpsed the truth of the fact that

land was the key variable when it came to social change. In reviewing the :
prospects for an upheaval in England, the first of industrial societies,
he concluded that all depended upon subverting the landed aristocracy,
and the battleground was not the Manchester factory but the Irish estates
owned by the absentee landlords,**

The problem, then, for those wishing to prevent the adoption of communism

resolves itself into either of these two options:

1) reinforce the power of landowning elites so that they can repress the
changes desired by the peasants, who constitute the largest group of
workers in the world today; or

2) direct the transformations in such.a way as to remove the apparent
attractions of violence and communism. _

In other words, land reform in the Third World becomes the major political -

issue. The response to this question determines the general socio-political-

status of a society. One of the well-documented facts about the peasant is

his conservatism. Both Lénin and Mao TséFTung noted that with land, peasants

resisted social change, but without land they constituted the most volatile '

force for generatlng a total transformation of the system. Lenin, for

example, was alarmed at the success of Stolypln s land distribution programme.

Lenin saw this as a threat to the Russian revolution for which he prayed.

For without the peasants, the urban workers would not be able to mobilize

the necessary force to overthrow the Tsarist regime.¥**¥

Since these practitioners of revolution recorded their cbservations, scholars
have arrived at similar conclusions.**** Gerrit Huizer, who has studied and
worked among the peasants in Latin America, arrived at the conclusion that
"Once the peasants receive land through agrarian reform, they seem to lose
lnterest in promoting further revolutionary change in society as a whole. Wokk ek ok
But ‘on the basis of the evidence at present available, it is clear that,
strategically, the content of a land reform is as important as having a pro-
gramme in the first place. Before defining the elements of an ideal land
reform, we need to consider the political willingness to institute any change
in the distribution of rights to natural resources.

It is a notorious fact that land monopolists are reluctant in the extreme to

abandon their rights in favour of others: hence the rarity with which we come

across examples in which these legal rights have been wvoluntarily relingquished,

as a reform instituted through peaceful, democratic processes. . : ]

Reforms have usually come about when. an antocratic ruler perceives that his
interests lie in a change in that dlrectlon, even though this micht erdde some
of the loyalty of the landowning ¢lass (e. g., the reforms instituted by the
Shah of Iran in the early 1960s, in the face of strong opposition from the ]
landlords), Or the reforms have followed the.rise to power - by coup or
ballot box - of a strong military leader (as with Gen. Ayub Khan in Pakistan).

Parliaments, because their composition favours the landlord class,'have been

- oy



singularly ill-equipped to institute what is clearly an impbrtant political
as well as economic reform.* Egypt is illuminating as an example of the
fateful costs of not acting fast enough in the interests of the pecple who
toil on the soil. ‘

For 50 years the fellahs laboured under a system in which most land was
owned by a few people.** Landowners dominated Parliament, and the king.was
the largest owner of them all. Not even the Communist Party bothered to
articulate the grievances of the fellahs.*** Then, in 1951, a number of
rebellions broke out for the first time in modern Egyptian history: there
"were land invasions and violence, and Col. Nasser (espousing socialism}
came to power in a coup in July 1952. The first land reform law was enac-
ted two months later, by which time Farouk had sought solace at the gaming
tables of Monte Carlo, a king without a kingdom.

The great powers, although they could exercise 1nfluence -over the policy
orientations of the Third World countries, "have refused to advocate land
reform unless this was compatible with their national interests. The Usa
under President John F. Kennedy did advocate certain reforms***¥ But gilven
the fact that the model of proprietorial rights dominant in Third World K
countries was imported from Eurcpean culture, little radical effort was made
to re-arrange the obligations of existing landowners. And the Kennedy
influence was in any event short-lived. As a result of his assassination,
Texas cattle rancher Lyndon B. Johnson moved into the ‘White House and
shifted policy in favour of the landlords,***** Hujizer summarizes the posi-
tion with respect to American foreign policy: ~

"US aid to peasant organisations is generally channelled only
for those movements thdt do not strongly emphasize the need for
" radical land reform. In some cases, however, such as Venezuela
in the early sixties, land reform and peasant organisation was
strongly supported because it helped to prevent What was called
"Castro's attempts at insurgency'."¥¥¥%k® :

Cynically, the US shapes its attitudes accordlng to its cown 1nterests (the
need for regional "stability" within which the multi-national corporatlons
can operate unhindered) rather than the social cohesion and economic pros-—
perity of its neighbours in America. Rather than helping these countries
to foster self-sufficiency by developing their economies, the US has been
willing to "buy peace" - this time on an international scale - by pouring
out billions of dollars in foreign aid. A large slice of this "ald" takes
the form of armaments with which to suppress the legitimate demands of the
oppressed. Washington ought not to be under any illusion as to its culpa-
bility for creating a favourable climate for communism and inducing crimes
of wiolence. Rural banditryhas been a traditional method of expressing
psychological frustration and economic need,**¥*%¥** This was recognised by
the Survey of the Alliance for Progress, Insurgency in Latin America,

which states:

"There exists an ideologically unfocussed guasi-insurgency of
peasant uprisings as one aspect of the violence that is an
endemic feature of political life in many Latin American counw
tries. Usually these have sought a remedy for a specific grie-
vance or have been the attempt of land squatters to protect their
claims against the govermment forces. This shades into rural
banditry. Peasant-connected incidents of this type are not
insurgency but can develop into it. Legitimate guerrillas

- 13 -



often utilise peasant unrests or incorporate rural bandits 1nto
their ranks."¥*

While the landless may respond with individual acts of violence, to be trans-
formed into a mass force for change they need an idecleogy and organisaticnal
discipline; communism provides both of these. Of the former, McBride captured
the prospects in his discussion of the Chilean inguilino:

"The inquilinec, in common with .the labouring class of the cities,

" the mines, and the nitrate grounds, has no property and virtually
no experience as a land-holder. He has developed no devotion to
any land of his own. It would seem to be an easy step from his
present landless condition into a concept of communlty ownership
and a communistically organised soc1ety."**

In addition, the Marxist emphasis on collective behaviour facilitates the
crganisaticnal needs of initially ill-organised and ill-equipped people.
Mao Tse-tung drew on the experiences of the Red Army when he wrote a resolu-
tion for the Ninth Party Congress {Dec. 1229) in which he criticized "The
tendency towards individualism in the Red Army Party organisation" as s
corrosive which weakens the organisation and its fighting capacity".*** 1In
order to build the Red Army on Marxist-Leninist lines, e declared: "The
method of correction is primarily to strengthen education so as to rectify
individualism ideclogically”.**** The expression of individual eccentrici-
ties, while permissible in a liberal society, has little value for those
"seeking to mobilize opposition to-an exploitative system where the economic
and political divisions can apparently be. surmounted only through the use
of force.

We can conclude that there is (a) the need for land reform in the Third
World, where land is grossly maldistributed, (b) that the failure to take
effective remedial action disposes oppdnents towards a communist-inspired
revolutionary solution to their plight, and that {(c) the industrial countries,
through trade and foreign aid, are inextricably linked with - and can, for
better or worse, help to shape the destinites of - the affairs of develop-
ing countrles :



v LANTD REFORM

IS there any one model of rights to land which would best serve the interests
not only of the rural sector but alsc the infant industrial sectors which
many developing countries are trying to nurture? The demand for land reform

is almost exclusively articulated in terms of ownership, following the Europ-
ean model of fee simple. This regquires the physical re-allecation of land to
new owners. There are three fatal defects with this.

The spatial problem: The ratio of land to those who wish to work it is an
obviocus constraint., This does not present such a critical difficulty in

most parts of Latin America and Africa, where population densities are rela-
tively low; so, if land redistribution was regarded as the ecconomically sound
strategy for the individual and the economy, there would be scope for incor-
porating the physical re-alioccaticn of land as part of a programme of reform,
although it would somehow have to take into account the varying values of land
(fertility, location) in order to be just to all. The situation is totally
different in Asia,* where the size of populations has ensured insufficient
land to go round any significant number of people.

The tempocral problem: Even 1f a soclety's man:land ratio was such that every-
one could benefit from a re—allocation of rights to specific plots, this

happy solution would apply only for the present time. What of the next genera-
tion - and the one after that? The division of fams can take place only up

to a point, beyond which it becomes uneconomic ... and future generations would
find themselves in an identical situation as exists at present. The difficulty
iz illustrated by Mexico, where after the revolution in 1910, many peasants
enjoved the benefits from large-scale land distribution. Unfortunately,
however, the number of landless peasants today is greater than at the time of
the revelution. In 1930 the figure of agricultural workers was 3,626,000 and
landless peasants 2,479,000 and in 1960 numbers had increased as follows -
agricultural workers £,144,000 and landless peasants 3,300,000.** The land-
less peasants decreased as a proportion of the total, but that is no comfert
for the 800,000 extra landless workers who followed the early rounds of

land distribution. So an ideal reform ought to incorporate a solution to

the intergenerational problen. *
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Unemployed urban workers: If it is impossible to allocate an économically-
viable piece of land to everyone, can urban workers be disregarded as irrel-
evant to a programme of land reform? Superficially, this would appear to be
the case - if we restrict our considerations to one of physical relationships.
But the latter solution is offensive to justice, and is seen as such by the
unemployed urban workers who usually end up in the tin shacks of Sac Paulo
and Karachi because the rural sector which spawned them spurned them. Do
they not have an equal right to land? This is a moral problem, and we have
to address ocurselves to the question of whether it can be resolvaed within
the context of a complex, multi-sector economy. Can a programme be devised
which accommodated the rights of urban citizens while simultanecusly en-—
couraging the creation of economically viable farms which put scarce res-
ources to their best use?

Generally, the choice as to the content of a land reform programme is
dangerously narrowed down to the two extremes: absolute individual owner-
ship or collectivisation. Strategists who fail to open up the options are
inviting political violence, bhoth in the pre~revolutionary pericd (from the
laxge mass of pecple in need) and in the post-revolutionary era assogiated
with the totalitarian suppression of individual freedoms by communist re-
gimes. We can predict that beoth approaches must be self-defeating.

The political preference for the western model of proprietorial rights is
encouraged by the declarations of "human rights" promoted by international
agencies like the UN and the European Convention. These are either ambig-
uous - asserting the general right to property, without confronting the
problem of how prorerty can be effectively enjoyed by everyone - or they
explicitly promote the notion of absolute individual ownership. Since land
ig in fixed supply, this effectively means arrogating monopoly power to a
mincrity. This prescription offends social justice, but is defended on
the basis of the mistaken belief that absolute ownership is a necessary
condition of economic growth.* TIn fact, the necessary prerequisite to
economic growth based on individual enterprise is secure possession of
land, which does not necessarily require ownership.

Allocating land with the right of absolute ownership may succeed in enlarg-
ing the class which fortuitously benefits, but it does not deal with the
cut-group - those who have no stake (directly or indirectly) in the natural
resources of their community. Social friction might be reduced for a time,
but not eliminated.

The dogmatic insistence on zbsolute rights of ownership necessarily creates
a reaction among members of society who do not share in the gifts of nature.
This reaction may be mute at first, but - depending on local conditicns -
eventually explodes in violence. The communist ideology, in such conditions,
is bound te gain recruits.** BAcademics, politicians and the bureaucrats from
the internaticonal aid and development agencies who encourage absoclute owner-—
ship rights are actually turning developing countries into hostages of
fortune, for by commending the free market mocdel with the built-in defect -
land monopoly - they invite false comparisons which appear as revealing
evidence in favour of the communist alternative. One of these is a study by
Kathleen Gough,***

Gough compared two rural areas on either sidé of the ideological divide.
One was the Thanjavur district in soltheast India, the other Thi Binh

._16_



provinece in North Vietnam. She found that, despite the Green Revolution -
the introduction of high-yield crops - and land distribution in the post-
independence pericd, many Indiarn smallholders had suffered. 1In fact, their
nunber decreased from 30 per cent in 1951 to under 20 per cent of the pop-
ulation today, while absentee ownership increased and constituted 58 per
cent and 75 per cent of the land respectively in two villages which she
studied. Agricultural labourers increased from 40 per cent to over &0 per
cent and up to 75 per cent in some of the densely populated coastal villages,
with a deterioration in real wages and food supply for most of them since
1961.

"The underlying reason for- this situation lies iwm the fact that,
despite its ‘'socialist' rhetoric, India is following a path of
dependent state-capitalist development. The properties groups
who control the govermment have been unwilling to make the
sacrifices necessary for independent capltal investment."*

Not surprisingly, this wolatile situation gave rise to Communist Party-led
struggles among Thanjavur's poor peasants and landless labourers for 30
vears, and the Emergency in 1975~76 is traced by Gough to economic stagna-
tion, corruption and speculation.

By contrast, in Vietnam, although Thai Binh's population density was nearly
three times greater than Thanjavur's, 1ts villagers were more cheerful and
prosperous. Communism had banished the landlords aleong with the French
colonialists. The land was progressively amalgamated into fewer and fewer
collectives until, in 1961, these were united into a single cooperative
enterprise run by 4,000 pecple. The root cause of the contrast Gough
attributed to the fact that "Thanjavur's peagants and labourers produce for
private procfit, ususlly for someone else, while those of Vu Thang produce
for their own and for the national welfare."**% The principles guiding the
transformation of the Vietnamese situation were said to be planning, egali-
tarianism and the retention of wealth within the cocperatives. Ergo, nirvana
lay the communist way:

"I have tried to show that the living standards, as well as the
usefulness, hope, and well-heing of Thai Binh's rural people are
much higher than in the villages of Thanjavur, in spite of 34
_years of intermittent warfare and 10 years of extraordinary
devastation in Vietnam. The main reasons are that the distribu-
ticn of wealth is relatively egalitarian in Vietnam, and that
there is alsc more to distribute, since the produce per heactare
ig larger and there has been no 'drain' on the wvillagers' surplus
to absentee landlords, money-lenders, nor, as far as I know, to
foreign companies or govermments. The product is greater because
cooperation, full employment, and planning allow much greater
labour efficiency and creativity, yet without overwork, starva-
tion, or oppression for anyone. The removal of profit as the
main motive for production leads tc less interest in and reliance
on foreign models, to cheaper and more useful machines, and to
full use of local materials. The problem of 'lack of demand,’
which is so crippling for Indian industry, disappears in a planned
and cooperative economy; the only prcblem, then, is how to produce
enough things to serve the people."**f

Thus we are invited to conclude that the humane alternative tc the present
exploitative system favoured by the west is the communist model, a view
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which, however, is based on the spurious belief that there-is no third course
avallable.

The urgency for change in man's relationship with natural resources, however,
seems to command a considerable measure of agreement. Huntington's conclusion
that "the alternatives of revolution or land reform are very real ones for
many political systems”* is a realistic one. We can illuminate the choice by
examining the case of Chile, which illustrates all the conflicts of interests
(based on past injustices) and dilemmas for policy making.

Chile is important because it has a predominantly industrial economy: only
about 25 per cent of the population lives in the countryside. Yet the con-
flict over landownership proved to be decisive in the destiny of the political
experiment attempted by Salvador Allende, the Communist President.

The colonial history of Chile followed the familiar pattern: expropriation of
the indigenous Indians and the creation of & rich landowning class which ex-
ploited the workers.** By 1966 the latifundistas comprised two per cent of
the population but received 36.7 per cent of income.*** An Agrarian Reform Law
was passed in 1967 by the Frei Government. It fell well short of the target
redistribution of land to 100,000 peasants. The latifundistas, in fact, were
not hostile to the law: they were, after all, to be paid for the land which
they lost. They used their political and judicial influence to shape events
to their advantage.**** Even so, although the right-wing parties had formed
an electoral bloc behind Frei's candidacy to prevent Allende winning office
in the 1964 presidential elections, Jorge Alessandrils  National Party broke
with Frei over the land reform programme. It was this weakening of forces on
the right which proved to be crucial to the result in the 1970 election.

The number of illegal occupations of land by peasants accelerated in the late
1960g.***** In 1970, Salwvador Allende was elected in his fourth bid for the
presidency. As was to be expected, the programme of land reform accelerated
dramatically. But this did not take the radical form of wholesale dispossess-
ion without compensation which one might have expected from a Communist. On
the contrary, as Steenland noted, Allende's multiparty Popular Unity "pushed
a traditional, progressive land reform to its ultimate conseguences within
the context of capitalism",****** following a pattern basically similar to
that used by reformist parties throughout Latin America. It is important to
emphasise that Allende was attacked by the extreme left-wing for failing to
institute a2 revolutionary Marxist programme; *******%* the logic of the ballot
box, and the willingness to evolve reforms in sympathy with the wishes of the
majority, placed practical constraints on Allende's ideological commitments.

But the big landowners struck back. They still controlled the judiciary,

the Senate and the military, and while ¢they went unpunished for the murder
of peasants, many a peasant was unceremoniously locked up without good cause.
The trump card used by the latifundistas was to sabotage food production.
Outputi increased in 1972 due to increased productivity per acre and increased
area under cultivation in the reformed sector. But in 1973 output decreased
by 15 per cent because of (a) the prevention cf seed and fertiliser distribu-
tion during the planting season, and (b) the cut-back in area under cultiva-
tion. This forced up food prices, creating a crisis for the poor who found
themselves unable to payv black market prices. The military then effected the
coup de,grgce'in September 1973, "Despite all the criticism of Allende's
agrarian reform, we must remember that because of it tens- of thousands of
Chilean peasants took control of their own lives for the first time. Even



Even if only for a brief moment, the agrarian reform righted many wrongs
that had oppressed the peasants for centuries."¥

By 1975, 23 per cent of the land in the reformed sector had been returned to
previous owners, and the government busily divided up the cooperatives into
individual plots in the certain knowledge that these would sconer or later he
bought back by the latifundistas. The peasants have been denied the right to
organise themselves, whereas the landlords have had this right confirmed for
them. Since the coup, there has been a drastic reduction in the food grown
and impcrted into Chile, with the zresult that "malnutrition, severe enocugh to
cause mantal damage, is more widespread than it has ever been among working-
class children in Chile".** The aspiration of the peasants who just wanted
the freedom to prosper by labouring on modest holdings was crushed by a brutal
repression well-documented in the world's media. Five years after the fall
of Allende, the authoritarian power exercised by President Augusto Pinochet,
one of the military leaders cf the coup, proved unpalatable even for Gen.
Gustave Leigh, commander of the Air Force. He was obliged to resign after
failing to press his view that there ought to be a clear timetable for the
restoration of democratic processes in Chile. *** Hig departure from the junta
left Pinochet in ‘absolute control of the country.

President Richard Nixon and his administration must take a considerable share
of the blame for the demise of the Allende government. The socialist bias

of the Chilean government immediately resulted in a powerful configuration

of financial policies which played an important part in dislocating the growth
of the industrial sector of the Chilean economy., The US attack toock the form
of a three-pronged assault aimed at discrediting Allende and his policies:

{i) a financial bhlockade, led by the refusal of the US Government
agencies and corporaticns to extend credit;

(ii) development of the view that Allende's administration
"iacked creditworthiness"; and

(i1i) through the consequential disruption of industry, promotion

of the allegaticon that econcmic instability was identified
with Allende's policiles rather than external influences on
the economy., ****

After two years under Allende's presidency, Chile was enjoyving full employ-
ment and & respectable rate of economic growth; by 1973 the international
financial sgueeze began to have its desired effect, fomenting internal dis-
order and diminishing the attractiveness of Allende's sociaslist approach.

Landcwners were preminent in helping to train fascist para-military groups

in a manner reminiscent of their creation of a powerful military organisa-
tion in the 1930s which was designed to oppcse land reform.**%%% Thus,
right-wing forces and US pressure finally terminated Allende's constitutional
attempt at instituting change in favour of the masses. As a result, those
responsible have narrowed the options open to Chileans, compelling people
with grievances to move from quadrate II (in Figure A) to guadrate I, to ex-
press thelr alienated political and economic condition through organised
warfare, We cannot predict, in particular cases, when people will resort to
viclence; this would be determined by specific geo-political and historical
facts, and future developments unforeseeable at present. People can be sub—
Jjected for centuries to seemingly intolerable oppression, before they rise up
against tyrants. For example, in the circumstances of present-day Chile, the
topography affords little protection for guerrilla groups; forest cover is-
restricted to the scuth, but this is rendered vulnerable by strategically-



located army camps. In addition, US support for the junta will shape the
time-table for change.* Nonetheless, it would be foolish of the Chilean
right-wing to assume that the people will not eventually react. There has
been a tradition of “radical doctrines ... reaching the labouring classes,
penetrating even the haciendas,"** going back to the start of the century.
If and when the masses rise in the way that they have dene in many other
parts of the world, the logic of their situation will be such that the new
leaders will riecessarily adopt extremist solutions rather than the reformist
policies attempted by Allende. ' '

It is thisprospect upon which the policy-makers in Washington should be re-
-flecting. For example, would South Vietnam have fallen to Hanoi if the
peasants had benefited from enlightened land reform? For without the willing
aid of the peasants, the communist forces in the field could not have success-
fully waged their guerrilla warfare against the might of US military technol-
ogy for so long. '
The communists, in conditions of maldistribution of land, have the propaganda
edge in the ideclogical war: they can promise land in rxeturn for help adminis-
tered to the Red Army. The peasants, of course, are initially shielded from
the emphasis placed on collective ownership, which regquires total confiscation
of all land in the first place. Mao Tse-tung, for example, quickly learnt
that "confiscate all the land” was not a winning slogan, so it was changed
{April 1929) into "confiséate the public land and +the land of the landlord
class™.*** Lured by the prospect of land, peasants throughout the world have
flirted with Marxist ideas, and have provided the food and intelligence which
is vital to a guerrilla army.

Yet the Marxist victory in South Vietnam has not proved tc be any more accept-
able to its people than the landlord-dominated elites who were bolstered by
the US. This is proved by the thousands of pecple who have fled Vietnam
yvears after the £fall of Saigon, even at the risk of drowning in the South
China seas in their flimsy. craft. Somewhere in the middle, between the

two extremes of monopoly power (private and collectivist) there must be a
socio-econcmic system which would be the ideal for everyone. It is towards
this - that we should be working.
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VI T HE REMEDY

NINETEENTH century agrarian socialists advocated that land - but not the
capital created by identifiable individuals - should be distributed equally
among all, so that any ensuing inequalities of income would ke a function of
differences in the toil of labourers rather than as a result of the control
over natural resources. Attempts had been made to apply the agrarian principle
to modern societies, but "The secret of achieving it in practice has not been
found," according to Bertrand de Jouvenel in a lecture delivered at the Uni-
versity of Oxford in 1949.* The "secret" of how to accomplish this ideal had
in fact been energetically promoted by Henry George in the 1830s; he took his
solution from San Francisco to New York, across the ocean to London, up to
Scotland and down to Australia.

George knew that crude schemes to redistribute land ccould not work,** and he
proposed a fiscal soluticn: a tax on the wvalue of all land.*** Present

owners need not be dispossessed: they could continue to possess the land so
long as they paid the tax, which was levied on the annual rental value which
is determined by the market. The virtues of a charge on the economic surplus
(rent), in relation to our present problem, can be summarised as follows:

{1) Data on the gquality of land is generally poocr or non-existent.
This creates an obviocus difficulty for the proposal to physically allocate
land: how can two peasants be treated equitably if the tracts assigned to
them were not comparable in terms of their income-generating potential? And
how can those charged with assigning land know, accurately, the quality and
gquantity of land available for an equitable distribution? Countries like
Brazil have terrain ranging from lush grasslands to Bmazon forests and arid
deserts, a mixture which poses problems when it comes to deciding whe should
have what. The land value approach, however, avoids this problem. It levies
a charge on the value of the land, which is determined by fertility, location
and the demand arising for the products and services of the land. Everyone
associated with the agricultural sector benefits through the public expen-
diture financed by taxes on land values and from a more prosperous agricul-
ture. All this is achieved, then, through the mechanism of redistributing
values, not land per se. :

(II) Variations in the man:land ratio do not present an ohstacle. A



market free of monopolistic encumbrances, in conjunction with the enterprise
of the land users, would determine the cptimum sizes of farms and the number
of people employed upen them. A charge on land values forces possessors to
make optimum use of the land; failure to do sc results in their inability to
meet their fiscal obligations, and so compels them to relinguish heldings

to more campetent farmers. This encourages the division of inefficiently
farmed Ilatifundia in Latin America, and encourages the amalgamation (rather
than further fragmentation) of farms in Asia.

(III) The process outlined in (II) pressurises the rural sector to-
wards efficient commercialisation of farms, 'One_consequence of this modern-
isation process would be the displacement of landworkers who were, in produc-
tivity terms - redundant. This would create an even larger pool of "land-
less" workers, a sericus effect only if. they could not be absorbed in the
urban~industrial sector. But land-value taxation accelerates the general
rate of economic growth:

(i) By placing the fiscal burden on land values ~ which cannot be
passed onto consumers through higher prices - taxes can be reduced
on wages and on the interest received on capital. This would expand
the domestic¢ consumer market, which is a crucial limitation on the
development of industry in Third World countries; and encourages
fresh fixed capital formation - all of which amounts to a rise in
living standards and the creation of new jobs.

(ii) Leand-value taxation removes the deleterious effects of specu-
lation. The growth of industrial economies has been seriously hin-
dered by the shortage of funds which have been attracted into land
speculation. The dislocations arising from speculaticn have been
serious: land in desirable locations has been held idle by owners
~in the confident expectation of higher capital values in the future;
this has pushed up the rents of land in use, Fforced the sub-optimum
use of land arising from urban sprawl, and generated higher costs
(such as in transportation). A 100 per cent tax on land values
smites the dead hand of the speculator and removes these obstacles to
development.

(iii) One of the major preblems to industrialisation in Third Worlid
countries is the inadeguate infrastructural services - roads, water,
power, and so on. These "lumpy” capital investments have been under—
taken by the public sector, because they often prove to be unattractive
to private investors; returns tend to be low and spread over a very
long period. Rent is an attractive source of revenue for such invest-—
ments.* The land tax is suitable for financing such develcpments, for,
unlike taxes on wages and interest, it complements - rather than deters
~ capital formation in the private sector.

(iv) Social justice is an integral part of a cohesive socio-political
system. Without it, the economic side of life suffers. We have seen
how latent discontent can explode into revolutionary turmoil. Land-
value taxation is an instrument for Jjustice as well as economic progress.
It shares out, through the exchequer, the value created not by indiv-
idual effort but by the presence and activities of the whole community.
The highest values are concentrated in the urban centres; through land-
value taxation, these can be enjoved by farmhands on the poocrest of
soil on the margins of the economy. The mineral wealth in far-£flung
places can be shared by the small entrepreneurs and workers in the
urban connurbations. As economic growth accelerates, so land values



rise: everyone shares in the spoils. As c¢hildren are born, so they
stake their claims to the resources of nature irrespective of whether
their parents work as office clerks or possess 10,000-acre farms.

The implications of all this for uniting class-divided societies into sym-
biotic systems are patently clear. But it may be objected that, given the
rich variety of traditiomal land tenure systems which have been developed to
eguip human scocieties to deal with specific local conditions, it is wrong to
. propose just one alternative model. Most of these systems, however, have
already been destroyed during the colonial era. Nonetheless, it is true

that there are indigenous societies which, left alone, would prefer toc con-
tinuve to exist according to tribal customs. Most societies, however, have
consciously adopted a programme of modernisation, wishing to be integrated
into the world econocmy. The land-tax model is without exception suitable for
these societies. In advocating it, I do not deny the right of surviving
tribal systems - the sort still found deep in the heart of Latin America and
in Oceania - to continue outside the cash économy, free from market influences,
if this is their choice.

But the failure to incorporate land-value taxation into the initial agrarian
reforns of developing Third World countries can have serious develcopmental
conseguences. A crude programme based solely on the physical re-allccation
of land creates self-centred acquisitiveness among the new landowners who
consequently join the reactionary class which opposes scocial justice and

the economic growth generated by the implementation of land-value taxation.

In Bolivia, for example, immediately after the revoluticn in 1952, over
324,000 peasants received nearly one million hectares of land which they

had formerly worked in exchange for unpaid labour. In 1968 the Government
decided that a land tax would be a good idea: the peasants, however, thought
otherwise. They succeeded in thwarting the plan.* As new landowners with

a vested interest, they rejected the idea of sharing with others the sur-
plus production {rent) over and.above the returns to their labour and
capital. They had joined the privileged class and insisted on exercising
monopoly power without recognition of any social obligations arising from
their control over land.
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VII T HE PRICE o F PEACE

BY using economic theory to analyse the problems associated with the dis-~
tribution of the escohcomic rent of- land, we have deepened our understanding

of the political processes, including the conditions which lead to the resort
to violence. Some conclusions can now be reached which should enlighten
policy formation.

Industrial economies have been able to maintain relative stability and

avoid revolutionary ruptures. Nevertheless, 1t is now apparent to all that

a heavy and growing price has had to be paid. For in order to finance the
economic and social welfare programmes necessary te maintain relative harmony,
the public sector of the western economies has had to be enlarged in a
seemingly inexorable process. Even Marx, who was fond of perceiving histor-
ical inevitabilities, noted this tendency:

"Modern fiscality, whose pivot is formed by taxes on the necessary
means of subsistence (thereby increasing their price), thus con-
tains within itself the germ of automatic progression. Over-taxation
is not an incident, but rather a principle."#

From the public debts incurred in the UK in the early 18C0s, there has indeed
developed this "automatic progression.' Both debasement of the currency (which
is a concealed form cof taxation cperating through rising prices) and in-
creased public borrowing have been necessary te re-finance state spending.
Marx, on the basis of this observation, ought to have drawn the logical coa~
clusion in terms of the potential resilence of the industrial system. Tor,
provided technological developments continued to offset, in part at least,

the impact of the increasing tax burden, there was no reason why the prole-
tariat - as a class - should take to the barricades.**

Yet Marx may have the proverbial last laugh. The demands of pressure

groups, representing those in need, which succeed in penetrating the defences
of the state system (through, for example, public demcnstrations or direct
access to the influential decision-makers in the corridors of power) have to
be met by extra enabling laws, bureaucratic machinery and the kind of central-
ised power which is necessary for the system to balance conflicting demands

in a reasonably efficient way. 2s a result, the character of society is
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inexorably changing in a direction at variance with that envisaged by 19th
century liberals who proposed the initial state-financed schemes for humani-
tarian reasons. Individual freedom and self-esteem are necessarily eroded
when people apply for a share in scmeone else's wealth, as monitored by
state agencies.?¥

In addition, the structural development of the economy itself can leave us
in no doubt that the system is heading towards the centralised control of
the means of production eulcgised by Marx and Engels in The Communist
Manifesto. Weak firms and industries seek state protection against foreign
competitors and even cash subsidies to fill the balance sheet hiatus created
by their own inefficiences or by cyclical depressions not of their making.
8o the public grows increasingly infatuated with a philosophy which reguires
centralized political solutions to their every problem, thereby necessita-
ting the creation of extra layers of bureaucracy, inflexibility in the
system and a narrowing of individual liberties. And the cyclical crises
which disrupt progress of trade has led to a consensusview that the sconomy
has to be "managed" (a term familiar to sogialist economists as “central
planning") and jobs and firms absorbed into the public sector.**

Those who defend the direction of change in capitalist scciety do so
sincerely on the grounds that many people are receiving a better standard of
health, housing and education than would have been the case without the
institutional modifications to 19th century capitalist scciety. In general,
this cannot be controverted. But the defence is a superficial one. It
assumes that there is no alternative model available, one which would match -
or improve upon - these distributive gains by the masses while enlarging
individual liberty at the same time.
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VITI PROPERTY RIGHTS

WE have seen that equal rights to land,not capital, are the crucial factor
in determining social harmony and the general level of income for the
majority of people. Thus, property rights is at the centre cof the issue of
policy-formation.

The world is peolariged into two great blocs. The West, dominated by the

USA ,fails to perceive the economic and ethical distinctions between the
private ownership of land and capital. The East is suffused with the Marxist
ideology that the means of production - land and capital - should be coliec-
tively owned.* This crude conceptual division arises from, on the one hand,
greed (the West), and on the other, an unsophisticated reaction to that greed
and its conseguences. The policies arising from these two extreme positions
are, I contend, in the end doomed to failure.

Washington, for example, seeks to maintain stability in the global regions
under its influence by "buying peace": namely, by the transfer of wealth
created on the North American continent to those who will bolster an ideolog-
ical system compatible with Western values. This foreign "aid" takes the
form of military eguipment (to reinforce the power of the controlling elites),
cash, egquipment and technical know-how to shape the economy in the favoured
direction. This policy may defer change, by temporarily suppressing discon-
tent, but it has demonstrably failed to stop the dominoes falling in Asia
and Africa. Ultimately, by side-stepping the need for gualitative reforms,
the scale of the problems (and the ensulng reactions) are magnified into
violent reaction which the West hag failed to contain to its advantage.

Of equal importance is the impact of US foreign peolicy on its own destiny.
Foreign aid has to be financed through lncreased taxes, which diminish
domestic consumption (and therefore economic growth) and deter fresh
capital formation. All of this contributes towards the cyclical bouts of
unemployment which cause the discontent which finds vielent expression in
crimes by individuals and riots by groups.

Even the size and growth of the US armaments industry has a destabilizing
effect. On the face of it, the manufacturers of weapons provide people



with jobs, and therefore incomes with which to buy geods, put this is
dangerous reasoning for at least two reasons.

First, the goods produced by this large group of workers cannot be sold on
the domestic market. To that extent, a significant proportion of national
income is earned out of producing goods which are not fed back through the
supply side of the system. As a result, the aggregate demand is larger than
the supply of products. This threatens tc increase prices for goods except
insofar as the government sucks out of the system an eguivalent amount in
taxation in order to maintain equilibrium between supply and demznd. Either
way, discontent is artificially created. People resent rising prices, and
are encouraged to lodge pay claims unmatched by increasing productivity.
Equally, they object to paying taxes — a psychological cost to the system.

The second problem impinges directly on world peace. To maintain full em-
ployment in the economy, the armaments industry has to be supplied with fresh
orders, which means that new users for the weapons of death have to be found -
a process of escalating friction between wary neighbours which can only
generate the number and scale of conflicts (thereby apparently justifying

the manufacture and sale of an increasing volume of arms technclogy). The
implications for the quality of life of people in the Third World have been
dramatised by Ruth Leger Sivard.*® At the beginning of 1979 - the Interna-
tional Year of the Child - the average family paid more in taxes to support
the world arms race than to educate its children. Only one government in
three spent as much on health sexvices as on defence, and developing nations
spent more on their armed forces than on education and health combined!

There is now cne soldier for every 250 inhabitants in the Third World, com-
pared with one doctor for 3,700. And despite food shortages, developing
countries spend five times as much foreign exchange cn imported arms as on
agricultural machinery.

If the Washington-led axis is reactlomnary, however, Moscow and Peking ill-
serve mankind by advocating a sy stem which over-simplifies the ideclegical
alternatives. While there are cbvicus differences in the detail of the
Rucsian and Chinese models (the former is an industrial society, while the
latter is still predominantly composed of peasants working on the land)}, the
main thrust - the centralisation of political power at the expense of
individual liberty - is unambiguocus.

Yet there are several reasons for believing that, ultimately, there will be

a shift away from the Marxist model. There are limitations to the efficiency
0f the bureaucratic method of contreiling a complex industrial economy, and
the system itself - if it is not to break down - will force a loosening of
the constraints. In addition, the creative spirit of man requires for its
full expression the conditions of individual freedom: this freedom can be
curtailed for a determinate time, but cannct be snuffed out altogether.

Russia violently repressed the changes in Hungary (1956) and Czechoslovakia
(1968) , but the internal pressure for reform is still at work. Poland has

a large agricultural sector successfully operating on the basis of the
individual rather than the collectivised farm. Hungary, in the late 1970s,
developed a profit-and-risk taking ethos which was justified on the basis of
its compatibility with the socialist system.** How long these experiments
will be allowed to continue highlighting the shortcomings of the socialist
mode of production remains to be seen,***
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Eventually, however, there will be practical concessions by the Marxzist-
Leninists which will significantly alter the way in which the Eastern

bloc evolves. The detail of how this internal change might manifest itself
cannot be elaborated upon here. We can be confident, however, that people
reject the extreme forms of cellective ownership and behaviour. There are

a variety of signals indicating a stepping back from extreme left-wing forms
of social corganisation. The peasants, dissatisfied with their economic con-
+dition, appear to be in the vanguard of protest. Even in Peking, for example,
where the doctrinal roots of Map Tse~tung had sunk deeply, several hundred
peasants participated in an unprecedented banner-waving protest demanding
"Down with starvation; down with oppression; we want democracy."* The
Chinese detente with the USA in 1979 appears to signify an important shift

in the ideclogical orientation of post-Mac China. How far this will develop
in the future will depend on the ocutcome of the power struggle within the
Chinese leadership (for an analysis of the factions straining for supremacy
in Peking, see the report by Victor Zorza**). In any event, there emerged in
1973, a more realistic awareness of the shorﬁcomings of the Chinese model.**#*
After thirty years of socialism, a speaker told a meeting of the Communist
Party's committee in Amhwel province: "Many people in the rural areas still
do not have enbugh to eat and are poorly clothed.,"*¥%**

The fall of Pol Pot's communist regime in Cambodia demonstrates that
communist societies are not immune from the crucizl role played by land
tenure in the dynamics of society. Cambodia fell to communist forces. (the
Khmer Rouge) 1n 1975, and the state was renamed Kampuchea. The new leaders
emptied the cities of "unpreductive people, and so began a massive pro-
gramme aimed at foreibly resettling the town dwellers in the countryside.**##%#%
They were organised into agricultural cooperatives. The human suffering

and economic dislocation generated by this "Revolution" resulted in internal
opposition. Anti-govermment guerrillas, supported by Vietnam, succeeded in
waging a war which resulted, in January 1272, in the collapse of the Pol
Pot- government and the creation of a new power structure committed to a
reversal of the previous regime's agricultural policy.
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X CONCLUSION - LAND THE KXKEY

TOWARDS the ideal system Henry George's model of the ideal scclety has yet to
be found theoretically defective. It offers the best set of conditions for an
economically prosperous and politically free society. It rests on the fact
that pecple ars most productive when their latent energles are freed, and

when they know that they can enjoy the fruits of their labours.

George's vision of the desirable soclety incorporated an ethical dimension:

that nature was “"given", and ought to belong to the whole community. He derived
his ethical convictions from a profound belief in Christianity. But the model
of a society based on land value taxation commends itself on puraly sconomic

and political criteria, as the most efficient of all available systems.

Without a lasting solution to the land issue, there can be no long-run stab-
ility in the industrialised economies. And we have seen that, in the Third
World, political conflicts over the possession of land, and starvation among
untold numbers of people, can be resolved only by instituting the right land
reform,

The emphasis we place on the logic of the reform would presumably not now bs
contested by the Shah of Iran. In the early 1960s the Shah used his power Lo
force through land reform, guided by an awareness of the fate which had
befallen one of his predecessors, the "vacillating  ARhmad Shah", who in 1923
had "departed for an indefinite stay in Europe". The Shah implied in his
autobiography, that this could never happen to him, for he had ocbserved the
dictum of an earlier king that "there can be no power without an army, no
army without money, nc money without agriculture, and no agriculture without
justice".

But the agricultural system which the Shah favoured was land monopoly. The
benefits of that moncpoly were shared out among a larger number of people (by
the mid-1960s over 500,000 acres had been divided among 25,000 farmers), but
there was no bridge between those who acguired land, and the rest - the
landless peasants and urban workers - who could not possibly have been allo-
cated tracts for their personal use. The distribution of land in the 1960s
was over-shadowed by a rise in unemployment in both the rural and urban



secteors; and whereas in every other Third World'country rural ﬁnemployment
was lower than the urban rate, the reverse was true in the case of Iran.*

The oil price boom in the 1970s telescoped the political 1ife of the Shah,
for it speeded up the process of raising people's expectations while eXpos—
ing them to an acute awareness of theilr economically dependent condition.
As Martin Woollacott reported: :

"In Mohammed Reza's Iran, however, oil replaced agriculture
as the source of wealth, and justice was reduced to a process
of handing out benefits which, while not contemptible, was
vitiated by manipulation and condescension"

The agricultural base was relatively neglected (Iran had to rely increas-
ingly on imported food), trade unions were suppressed,*** and cconditions
were created which -encouraged critics-of the Shah to flirt with commur
nism.**** In 1975-76 the Shah spent $#10,405m. ({(one—quarter of the nation’'s
GNP) on the military, with the result that Iran could not balance its
boocks: subsequent deals were on an arms-for-oil basis.#®*¥%%% By 1977-78

the value of o0il revenue in real terms began to fall, and in the end the E
black gold beneath the desert was not sufficient to buy the peace desired :
by the.Shah.

Ayatolla Khomeini, the religious leader of Iran's Islamic populatien, had °
opposed the form taken by the Shah's land distribution programme, which
had been shaped by US influence. The Ayatollah's opposition resulted in
his imprisonment between 1962-64, and his departure into exile in Paris,
from where he continued his opposition until he proved instrumental in the
Shah's downfall and departure into exile in January 1979, a king rejected
by the majority of Iranians as the man of anything but justice.

But were the Iranians in for anything better? On February 8, 1979, shortly
after Khomeini's triumphant return to Teheran, one of this associates,
Nasser Meenachi, announced that the first concern of the new Islamic
Government would be land reform; land would be redistributed, ending absentee
ownership.****** Five days later Khomeini's appointees assumed the reigns
of power. The Ayatcllah's policies, however, were fundamentalist. The
Koran banned the use of land as an instrumént for exploiting those who
tilled the soil, but the religious principles of an earlier economic era
need to be administered in a modern context. The tax on land values weould
have served perfectly. The Ayatollah's wisdom, however, seemed to stop at
the idea that more people should quit their modern living conditions in

the citiles, and their office and factory jobs, and return to work on the
land in the countryside,****x*%

The call. for enldghtened land reform will not commend itself to those with
power and money to lose: they will resist for as long as they can, using
every device to postpone the day when they are forced to recognise the basic
rights of all men to share the resources of nature and therefore become
citizens with full political rights in civil society.*¥#****** We do not
however, have to sit back and wait for the landlorxd class to be "struck as’
1f from heaven by a crisis of consciende. The opportunity exists for all

of us to create a favourable climate for change through moral suasion and
continuing research and education in an attempt to solve the problem
rationally. As Gunnar Myrdal observed:
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"And any thorough study of the agricultural problem - the
under-utilization of its labour force and the threat that
this will increase still more as a result of the population
development and recent trends in agricultural technology -
will, of course, uncover again the problem of land reform
which has recently been swept under the rug in both devel-

oped and under-developed countries."¥
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