"1'VE GOT IT. LET'S PULL DOWN THE REST OF THE BUILDINGS AND DECLARE IT AN OPEN SPACE."”

oot

Intractable Problems or Intractable

(GOVERNMENT policies may
arise from electoral pledges, a
deal with sectional and
wielding  interests—the unions,
left-wing extremists, (or the lib-
erals), or from growing concern
Over a long standing problem that,
ite  patchwork  palliatives,
looks like getting out of hand and

Politicians ?

threatening electoral prospects.
The problem of the inner cities is
one of the latter and is the sub-
ject of a White Paper discussed
by Peter Rhodes elsewhere in this
issue.

“A formidable battery of re-
search documents” from a variety
of local bodies paints a grim pic-

ture of poverty, deprivation, decay,
congestion, homelessness and un-
employment and these reports
have prodded the Government to
a “new commitment to attack
urban deprivation.” So a new
soporific is being prepared which
includes the handing out of £100
million more of taxpayers’ money
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to finance more planning, organi-
sation and control of property and
people; all this while the larger
part of vacant land, much of which
has been idle for decades, is held
by the local authorities and public
corporations.

Attempts to simplify the issue
of the decay of inner cities by
reference to the basic principles of
land economics and the market
economy are countered by charges
of being unrealistic; that condi-
tions must be dealt with as they
now exist in the “real world” des-
pite the fact that these conditions
have been brought about by gov-
ernment legislation which ignores
causes on the one hand and aggra-
vates effects on the other.

Legislation rarely solves an eco-
nomic problem; what it usually
does is to change its shape, or
create a substitute or additional
problem. Nothing, absolutely
nothing that successive govern-
ments have done since the last
war, has touched the problems
thrown up by our unjust land
tenure system. On the contrary,
land legislation in this country has
been an unqualified disaster as
have the rent Acts and all property
legislation. Is it any wonder then
that we have a problem of the
inner cities which at root is a land
problem?

X x x *

Mr. Healey, Chancellor of the
Exchequer, is on record as saying
at the end of last year that some
form of incomes policy must con-
tinue after the current “phase ITI”
ends on July 31st. “The Govern-
ment has a duty to give the coun-
try some idea of the aggregate in-
crease in eamings that is com-
patible with growth and keeping
inflation under control,” says Mr.
Healey. He went on (in an article
in Socialist Commentary) to say
that the Government “must have
an attitude about what is the pro-
per level of wage increases in the
various parts of the public sector.”

To have a pay policy for the
public sector and a freefor-all in
the private sector can be very un-
fair to the public sector, said Mr.
Healey, and he suggested that
comparability with outside wages
could be the basis for public sec-
tor wages.

So instead of a free-for-all there
could be not a free-for- , but
a free-for-none, the Government
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being the only free agent. “The
Government,” said the Chancellor,
“is thinking of a system whereby
it would specify how much the
nation could afford in higher wages
and leave it to unions and manage-
ment to distribute the cake.”

This is a nonsensical and dan-
gerous concept that not only
assumes perpetual monetary in-
flation (the initiating cause of the
demand for wage increases) but
proffers a six-inch nail for the cof-
fin of individual liberty.

Workers in powerful unions can
demand and get larger increases
f than the weak and non-unionised,
but although this is a completely
separate issue from that of wage-
earners generally trying to keep
pace with inflation, the issues are
not kept separate and the con-
fusion engendered is used as an
| excuse for wages control under
the subtle guise of “guide-lines”.

The best thing is to let the free
market in wages operate—where
it can—and thus isolate the prob-
lem of union monopoly power
where it exists. As for a free-for-
all in wages sending up prices, this
is inevitable once the vicious circle
of inflation is initiated and main-
tained by monetary debasement,
which must be allowed to work its
way through the economy.

At least, higher wages and
higher prices are no worse than
lower wages and lower prices, and
would have the advantages of free-
dom and flexibility. Such a policy
should of course be accompanied
by strict control of the money

supply.

* Kk ok Kk

HE National House-Building
Council has warned the Gov-
ernment that there could soon be
an upsurge in land and house
) prices.
[ In evidence submitted to Mr.
Peter Shore following the Gov-
ernment’s discussion paper on
housing policy, Mr. Andrew Tait,
the Council’'s director-general,
says, “There are recent signs that
land prices are rising dangerously
in some areas. If planners over-
react to the inner city fashion by
refusing to zone new land around
the cities, the result will be a
land and house price explosion.”
The “suspicion” that exists be-
tween the local authorities and
builders has restricted the avail-
ability of house building sites and
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has increased costs through delays
in planning approval, says the
Council.

On the subject of the Develop-
ment Land Tax, the Council says
that the bill for the tax will ulti-
mately be footed by the purchasers
of new houses, not by the builder
nor the landowner. This, it says,
introduces an inequity between
purchasers of privately built
houses and tenants of local author-
ity housing, since council develop-
ment is exempt from the tax. It
is suggested that this could be
remedied by means of a subsidy
paid out of the proceeds of the
tax. The subsidy would be used
to reduce the rates paid over the
first five years by the purchaser
of a new privately built house.
This, it is argued, would create a
bigger demand for houses, so
creating more jobs and reducing
unemployment in the building in-
dustry.

This measure might indeed have
some such effect in the first in-
stance, but ultimately the rates
subsidy will be reflected in in-
creased prices for new houses
which will in turn lead to higher
prices for residential development
land. Clearly this will help neither
the builder nor the house buyer.

Surely a better way of eradica-
ting inequities introduced by the
Development Land Tax and at the
same time helping builders and
house buyers, would be the aboli-
tion of this harmful tax and the
substitution of an annual ad
valorem charge on all land, exclud-
ing improvement values. Given
an abundant market supply of land
which this would lead to, builders
could really get on with their job.

* k Kk &k

JCVER since the aim of assisting

the poor in the “third world”
has existed, policy has in the main
centred around the idea that boost-
ing the gross mational products of
the under-developed nations would
of itself improve the lot of the
poverty-stricken.

Now, in a recent address to the
governors of the World Bank, to
which The Economist, December
31 1977 referred as “so stunningly
simple a statement of the ob-
vious . . . ,” Robert McNamara
has shattered this illusion.

“Economic growth,” says Mr.

McNamara, ‘“cannot assist the
poor if it does not reach the poor.”
The Economist concurs, pointing
out that even where high growth
rates have been realised, the poor-
est have been by-passed when it
came to sharing the benefits. Mr.
McNamara says:

“The truth is that in every
developing country the poor are
trapped in a set of circumstances
that makes it virtually impossible
for them either to contribute to
the economic development of their
nation or to share equitably in its
benefits. They are condemned by
their situation to remain largely
outside the development process.
It simply passes them by.”

The new conventional wisdom
in approaching the problem incor-
porates, says The Economist, the
“basic needs” approach wherein
the poor community is itself en-
couraged to participate in the pro-
vision of needs such as food,
health-care, housing, education
and jobs. Mr. McNamara points
out that experience has shown that
without “effective government poli-
cies to moderate skewed income
distribution,” this approach does
not work either, and that to make
it work would involve tricky poli-
tical decisions “which may cut
across the personal interests of a
privileged minority.”

Indeed! The world should be
grateful to Mr. McNamara for his
ability to question accepted ortho-
doxy. What political decisions
and manner of income redistribu-
tion he envisages we do not, of
course, know. But we suggest
that a good starting point would
be an examination of the ways in
which the systems of land tenure
in the poorer countries affect the
distribution of wealth, the nature
of production and the availability
of employment or means of self-
employment. If this were done
and the acquired knowledge put
into effect, then perhaps the
developed nations could begin to
learn from their poorer neigh-
bours.
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