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editor’s note
Economic Rent Election is our headline article and given the
incredible result in the Australian elections recently with no one party
majority, this should make interesting reading.
The ‘Location Value Covenants’ article is going to challenge
you to consider an alternative strategy to collecting economic rent.
Importantly it considers how money and banking needs to be a part of
the solution. I hope it generates some debate.
Thanks to Karl Fitzgerald for editing last issue while I took a break
for a vacation and due to work pressures. So I’m back to editing but
still finding it a struggle to find time to complete. I
will be asking for more help from the committee in
future. We have only delivered 4 quarterly issues this
year which is a minimum so we hope to return to 6
bi-monthly issues next year.
I hope to see you at the event below.
			
Lloyd Churches

Upcoming Events
You are cordially invited to

An Introduction to Georgism by David Collyer
for new members and the merely curious
7.00 pm, Thursday 18th November 2010

Printed by The Print Press
(03) 9569 4412
Printed on recycled paper
with water based inks

Why are incomes, jobs, consumption and business heavily taxed?
Why is land a superior tax base?
Plus: The prosperity the Henry Tax Review promises YOU.
Questions and Answers. Refreshments provided.
Prosper Australia, 27 Hardware Lane Melbourne, 9670 2754

JOIN US
If you like the ideas you’ve read
here please join our organization,
Prosper Australia. Membership
costs $30 and includes a
subscription to PROGRESS.
Overseas members $35.
Progress subscription only $15.
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it’s an ‘ECONOMIC RENT’
Election

Dr. Gavin R. Putland writes why Gillard could lose.
Writing in the last week of the 2010 election campaign,
Gavin argues that if Julia Gillard loses it could be as the
consequence of Labor ‘taking on’ powerful economic
interests. This analysis of the influence of economic
rent in Australia and its effect on elections is well worth
reading even though we now know the election result.

Hence a tax on economic rent, unlike a tax on wages or
normal profit, is not a cost of production, but merely cuts
into the margin by which the protected price exceeds the
necessary cost. If the tax is implemented so as not to reduce
the expected rate of return below the normal rate (where
“expected” is meant in the statistical sense), it does not deter
investment.

Election Rules

Proposed Resource Taxes

Charles Richardson (Crikey, Aug.17, item 15) offers three
rules on federal elections. The second rule, which held in the
last six out of nine cases, is that first-term governments are reelected (albeit with a reduced majority, according to the first
rule). The third rule, which held in the last 12 out of 13 cases,
is that close elections are won by incumbent governments.
These rules point to a Gillard victory on Saturday.
So does Malcolm Mackerras’s whimsical law of electoral
history, which has held in two out of two cases to date, and
which states: “Winter elections are always called by Labor
Prime Ministers who are always rewarded by the vote of the
people on polling day.”
However, a Gillard victory August 21 would defy a much
older rule, which says roughly: “Those who upset the tables
of the money-changers get crucified.” In terms of Australian
electoral history, the precise statement is:
Of the major parties, only Labor has been courageous/
foolhardy enough to contest federal elections on a platform
of increased taxation of economic rent. In three out of eleven
cases, it has lost.

A profit-based resource-rent tax (RRT) estimates the
economic rent of a natural resource as the margin by which
accounting profit exceeds normal profit. To minimize the impact on the expected rate of return, and hence on the incentive to invest, the tax on super-normal profit must be offset by
a tax credit for sub-normal profit.
Under the aborted “resource super profits tax” (RSPT),
unused credits were to be refundable with interest at the
10-year federal bond rate, which was assumed to be the price
of the risk that Parliament would repeal refundability of
existing unused credits. On that heroic assumption, the same
bond rate was to be the allowance for normal profit, because
a more generous allowance would amount to a minimum-risk
return above the minimum-risk interest rate.
Whereas the RSPT made insufficient allowance for
normal profit, the existing company tax makes no such
allowance at all. Therefore, had the mining companies been
concerned about maintaining Australia’s ability to attract
investment in mining, and not about defending their economic rents, they would have campaigned against the existing
company tax, not the RSPT.
Under the existing petroleum resource rent tax (PRRT),
which has the same 40% rate as the RSPT, unused credits are
not refundable, but are carried forward at a more generous
interest rate after a correspondingly more generous (and more
realistic) allowance for normal profit. So the obvious answer
to complaints about the RSPT was to turn it into a clone of
the PRRT. There was no need to reduce the 40% rate. That
the mining companies focused so heavily on the rate is further evidence that they were more jealous of their economic
rents than of their necessary profits.
Gillard’s “minerals resource rent tax” (MRRT), with its
effective rate of 22.5%, is a partial sell-out to the rent-takers.
But by comparison with the status quo, it is an increase in
taxation of economic rent. Tony Abbott, of course, opposed
the RSPT and opposes the MRRT. So Gillard is promising to
increase taxation of economic rent while Abbott is promising
not to. According to the precedents, that means Abbott will

So what is economic rent?
Let’s begin with the most general definition, which
also happens to be the most relevant to the present election
campaign, and then look at special cases that figured in past
campaigns.
What accountants call “profit” includes the necessary return on capital (“normal” profit), without which an industry
will not attract investment. Competition tends to reduce the
return on capital to the normal level.
Sustained super-normal returns therefore indicate some
sort of protection from competition; for example, the exploitation of land, petroleum, coal or iron ore enjoys such
protection because the supply of the resource — at least for
any given quality and accessibility — is limited. The benefit
of that protection is economic rent. So normal profit is a cost
of production, while economic rent is the surplus after all
costs, including wages and normal profit, have been paid.
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probably win.
Why only “probably”? Because the PRRT was Labor
policy at the time of the Hawke landslide of 1983, was announced during the Hawke government’s first term, survived
an apocalyptic advertising campaign by the oil companies,
and was a point of difference between the parties at the
1984 election, which Hawke won. Since then, however, the
Superannuation Guarantee has turned even low-paid workers
into (among other things) small shareholders in mining companies, so that they can be duped into thinking of themselves
as shareholders first and workers second. That makes life
harder for Gillard than for Hawke. Moreover, the PRRT was
in Labor’s platform for the 1977 and 1980 elections, which
Labor lost.
In principle, the economic rent of land can be captured
by a profit-based RRT with a deduction for normal profit. In
practice, however, as the value of land per unit area tends to
be a smooth function of location, it is more convenient and
more accurate to value land from real-estate transactions.
This method is used for land tax and site-value rates, which
might be described as valuation-based RRTs.

million per annum by bringing pre-1985 assets into the CGT
net. Only capital gains accruing after 1999 were to be taxed;
but that didn’t stop opponents from branding the tax “retrospective” — just as the RSPT was branded “retrospective” for
taxing future super profits of existing projects.
On ABC radio in Brisbane on October 1, 1998, Beazley
declared: “The only retrospective tax in effect in this election
campaign is the retrospective impact on savings of a thirty
billion dollar GST... If you’re in a room with a gorilla and
a chihuahua, on whom do you focus? You focus on the $30
billion gorilla, not the $200 million chihuahua.” Beazley won
the popular vote (two-party preferred), but failed to win a
majority of seats. Australia got the gorilla.
The introduction of the CGT by the second Hawke
government was not a departure from the rule, because
Hawke did not fight an election on it, and because the package was sweetened by the elimination of double taxation of
dividends, including those from corporations whose “profit”
was mostly economic rent. The spectre of CGT figured in the
1980 election campaign, for which Labor had the PRRT in its
platform.

The 1920 Land Tax Election

The 1980 “Home” Tax Election

At the 1910 federal election, the Labour Party (as it was
then called) under Andrew Fisher won majorities in both
houses of Parliament on a platform of introducing a federal
land tax, with a £5000 threshold and with no exemption for
the family home. As the alternative sources of federal revenue
at that time were indirect taxes, it was as if Kevin ‘07 had
won by promising to abolish the GST in favour of an all-in
land tax.
The federal land tax was duly introduced in the Fisher
government’s first budget, and remained in force until it was
abolished by the Menzies government in 1952. Restoration
would be difficult because the rise in the rate of home ownership — from 40% in 1947 to 70% in the 1960s — produced
a large majority of voters who could be beguiled into thinking of themselves as land owners while downplaying their
interests as consumers, workers, and land users.
Restoration of the tax remained Labor policy until 1964,
when the tax was unconstitutionally omitted from the published version of the party platform without any authorization from the 1963 national conference. It was never reinstated. (Clyde Cameron told the story in the speech “How Labor
lost its way”, delivered at the opening of the South Australian
headquarters of the Henry George League on May 13, 1984.)
The elections lost by the Labor Party while the restoration of
federal land tax remained in its platform were those of 1954,
1955, 1958, 1961 and 1963.

In a debate in 1980 a non-answer regarding Labor’s
policy on taxing capital gains was transmogrified by the
Coalition parties and the Murdoch press into a wealth tax on
the family home. In the last week of the election campaign
this scare tactic cost Bill Hayden the Prime Ministership.
The MRRT, like the PRRT, targets economic rent. If the
PRRT was the motive for hobbling Hayden, the phantom tax
on the family home was the means. The MRRT is certainly
a motive for hobbling Gillard. We can expect the means to
become apparent in the last days of the campaign.

The 1998 CGT Election
Capital gains tax (CGT) overwhelmingly captures
economic rent rather than normal profit. The last leader
who sought a mandate to increase or extend CGT was Kim
Beazley, who in 1998 proposed to raise an additional $200

Conclusion
The money-changers in the Temple of Jerusalem were
protected from competition: they had the monopoly on
the supply of the only coinage in which pilgrims could
buy sacrificial animals. So at times of high demand (like
Passover), they could rake in more silver than they paid out.
The difference, less the cost of coining, was their economic
rent — for which Jesus branded them thieves. It doesn’t matter that Gillard is no messiah, no prophet, and no saint: she
is threatening the tables of the money-changers, and they will
crucify her any which way they can.
Postscript: The election turned out to bee the closest in
Australia’s history: Labor 72, Coalition 73, Greens 1 and
Independents 4. We could say Labor lost the election but
after negotiating with the independents they remain in
government with a lead of 76 to 74.
If Julia Gillard didn’t take the Labor leadership from Kevin
Rudd and he kept the original RSPT which captures more
economic rent he most certainly would have lost.
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Location Value
Covenants

Using consent and contract law to dismantle our
coercive, complex and harmful tax and welfare systems.
By Dr. Adrian Wrigley
A new philosophy
The Location Value Covenant (LVC) is a startling and
simple idea for tax and welfare reform. The concept breaks
away from forcing tax change simultaneously across a whole
nation. In place of compulsion is consent, contract and the
market mechanism. In these respects, it is the antithesis of
conventional tax or welfare reform. LVCs minimise economic
turbulence and financial instability by avoiding windfall gains
or losses.

Occam’s Razor
An LVC places a legal obligation on the owner of a particular plot of land to pay a specified sum of money regularly
to a specific public body. Nothing more, nothing less. It is the
simplest and most direct means of transferring the economic
rent of land to public purposes. Legally, the LVC is a covenant with these key features:
• runs with the land in perpetuity
• requires payments to a named public body by the owner
• specifies an initial payment amount and date
• specifies subsequent amounts and dates
• amounts are adjusted in line with a specified
formula or index
The obligation to make each payment is on the registered owner of the land at the time the payment is due. The
payment would normally be to a city, regional or national
government responsible for supplying services to the land
concerned or to an intermediate body responsible for collecting and distributing the payments. Ideally, the index represents local site location annual values. By fully specifying

the payments, LVCs are relatively immune from political
interference, giving a stable, predictable revenue stream to
government while reducing payment risk to the owner. LVCs
would be published, helping ensure transparency. One way
of looking at an LVC is as a kind of Land Value Tax (LVT)
specific to the particular plot. Another way is as an interestonly, index-linked perpetual mortgage tied to the site. (See
Table 1 below.)
Failure by the owner to pay the specified sum would be
a breach of the LVC. The beneficiary would be able to use
existing legal procedures for debt recovery, up to and including a forced sale of the land and fixed property. Failure to pay
would not be subject to criminal sanctions.
Since land with an LVC is financially burdened, it will
fetch a lower market price than land otherwise. Only the legal
owner of the land is entitled to create an LVC – and it must
be voluntary. The immediate reduction in the asset price must
therefore be matched by a corresponding benefit or inducement to the owner. This benefit is governed by a contract with
fully negotiable terms.

Consent not confiscation!
Attempts to base reforms on changes to the tax system
are by their nature imposed without individual consent and
often require compromises and transitional measures. This
created the political logjam that has led to the gradual economic failure of tax systems worldwide. The perceived losers
in any tax reform work tirelessly to compromise or block any
changes. Politicians are funded by selfish interests looking to
exploit the system. The LVC however, opens new opportunities for reforms based on contract law and consent.

Table 1: LVCs combine the features of mortgages and LVT
LVT

LVCs

Mortgages

Beneficiary

government

government

bankers
shareholders

Lifetime

perpetuity

perpetuity

until sale or repayment

Creation

by legal imposition

consent

consent

Uniformity

same everywhere

sites differ

sites differ

What adjusts payments

site valuations
politicians

land value index

bankers

Legal basis

new tax laws
taxation

existing contract law
covenants

existing contract law
debts
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Table 2 : Replacing rates on a property with an LVC
The Contract: Upon creation of the covenant below by Mr Smith, the present unencumbered owner of
plot #12345678, the City of Melbourne Council or successor will fully discharge all further liability to
Council Rates due in relation to property at said plot or subdivisions thereof.
The Covenant: The owner in due course of Land Registry plot #12345678 will pay to the City of Melbourne Council or successor the sum of $1400 on July 1st 2010 and on each anniversary thereafter this
sum multiplied by the most recent Bureau of Statistics Melbourne Annual Location Value Index published at the time, rebased to 1.0 in 2010.
To the home owner

To the council

Benefits

• can make property improvements without
notification or paying more tax
• no risk of revaluations or tax hikes
• payments decrease automatically if the
economy sours and the index falls

• reliable revenue stream
• revenue rises if services are improved
• no need for site valuations

Costs

• payments under the LVC
• payments may rise ahead of rates

• rates payments foregone
• inability to increase arbitrarily
• inability to “bribe” LVC payers

By using contract law for tax reform, it is possible to
overcome the logjam. Rather than trying to force universal
changes in tax obligations, people can be offered the opportunity to contract-out of existing taxes using the “currency”
of LVCs. A taxpayer simply makes a deal with the taxing
authority to leave existing taxes behind. If the person and
the government both benefit by the deal, it can go ahead. It
is a market-based approach to tax reform and overtly accepts
that the current systems are misguided and wasteful for all
concerned. Our crumbling tax and welfare systems must now
be viewed as obsolescent.
The flexibility and scope of the LVC with suitable contracts is illustrated by a wide variety of applications.

benefits in exchange for an LVC, an immediate and dramatic
simplification can be achieved for a property’s owners and
occupiers. A basic package should aim to settle all these
property linked taxes and also eliminate future welfare
payments for the property. The basic contract is extended to
discharge liability to each payment and the LVC’s initial payment amount is adjusted to a level acceptable to all parties.
This tax consolidation results in just one regular payment,
independent of changes in circumstances – the marginal rate
of tax (with changing circumstances or home improvements,
for example) is zero.

Creating an LVC

While the public may find particular LVC deals simple
and appealing, campaigners for monetary reform and for
LVT sometimes find the underlying principles alien to their
thinking. Of particular concern is that it does not seize land
rent from the biggest landowners – although a separate law
could do this.

A simple deal to create an LVC involves swapping out
an existing property tax. For example, a home owner in
Melbourne might currently be paying annual rates of $1500
to a city council. The owner offers to create an LVC payable
to the council in exchange for the council ceasing to collect
the rates on the property. To proceed, the council and the
home owner have to enter a contract beneficial to both sides.
This will usually be possible, even though the benefits may be
modest. In general, the initial payment under the LVC will
be comparable to the tax or rates which it replaces. The deal
is effective once the contract is signed by both parties and the
owner signs the covenant. (See Table 2 above.)

Criticisms

Applying LVCs
The LVC is a flexible instrument to facilitate key reforms
to the systems of banking, money, welfare and taxes of all
kinds. Although these systems have simple goals they have
grown to be extraordinarily complex. The basic LVC can be
used as part of a series of deals to phase out or rationalise
each in turn.

Eliminating property taxes

Settling an existing tax bill

Most countries have multiple taxes and welfare connected with property. In Australia, there are state land taxes,
state stamp duties, mortgage duty, income tax on rental
returns and capital gains tax. Welfare payments vary between
states and include Commonwealth Rent Assistance (CRA),
the First Home Owner Grant and First Home Bonus. Each of
these has its own rules and burdens. By creating a bundle of

A property owner may settle an existing tax bill by creating an LVC. Liabilities may include business taxes or Capital
Gains Tax (CGT). For example, a $100,000 CGT bill is
settled using an LVC of $650/month on the taxpayer’s existing property. The tax liability may have arisen from selling
shares, inherited property or sale of a second home. The taxpayer benefits by improved cash-flow, while the government
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benefits from the long-term buoyancy of the land value index.
The contract also includes the discharge of liabilities to the
rates and property-linked taxes as described above.

Lightening the tax burden
Another application of an LVC is the exchange for a
permanent tax exemption, lower tax rate, higher tax threshold
or other restructuring. A named person or business would be
the beneficiary, while the LVC as always runs with the land.
Income tax, company taxes and GST are obvious candidates.
If a fair price can be negotiated, a deal is possible. Lower
marginal rates stimulate production while tax exemptions can
reduce administrative costs.

Repaying a mortgage
A home owner with mortgage debt to the bank of
$100,000 offers to create an LVC of $650/month to the
national government. In return, the government offers to
repay the mortgage and discharge the property from all
property-linked taxes. By executing this deal, the home owner
benefits from a single, regular, stable payment in place of
volatile interest payments and the burdens of the various
taxes. If the amount of the LVC is correct, the home owner’s
net equity will be increased slightly. Subsequent buyers of the
house benefit from the avoidance of rates and other taxes, the
single payment structure and the lower market price, perhaps
obviating a mortgage. The government gets the share of the
land rent in perpetuity, while the return on the existing and
any new buildings is retained by the owner. The government
can use existing sources of finance to pay the bank. But is
there something smarter?

Monetary reform
“The issue which has swept down the centuries and
which will have to be fought sooner or later is the people versus the banks.” Lord Acton (1834-1902), First Baron Acton
of Aldenham.
The monetary system is profoundly “miswired” and its
catastrophic pathologies are now obvious. The settlement of
mortgage debts in exchange for LVCs offers a powerful means
to rebuild the monetary and tax system.
At present, the power to issue and withdraw money
from the economy is in the hands of profit-seeking private
banks. Modern money is bookkeeping entries of governmentbacked privately issued public credit, redeemable only against
taxation and private debts. Banks work together to control
the scarcity of money, adjusting the prices (interest rates for
borrowers and for lenders) to collect an economic rent.
Money has zero unit cost of production but an insatiable
demand guaranteed through taxation. The resulting profits
to the banking sector and their favoured customers and staff
are staggering. The money supply is carefully controlled
supporting profligate banking businesses, complete with their
plush central offices and sports sponsorships. The consequences beyond the banking sector are largely immaterial
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to the banks, even when this means mass insolvencies and
public austerity. Profits from the control of the money supply
are drawn from the government-granted privilege to sell the
public’s credit back to itself, backed by the government power
to collect taxes. There is no public economic value from the
government granted privilege – indeed, there is acute harm.
The finance sector becomes parasitic on the land owners and
both are parasitic on the general economy. Monetary reform
means fundamental change to the system of issuing and withdrawing money to eliminate the damage from this behaviour.

Starving the parasite
Most money is issued by banks in exchange for mortgages on property or government bonds (in effect, “mortgages
on taxpayers”). In the past, when money was issued by
governments it usually led to over-issue and hyperinflationary
collapse. Political leaders always find spending money much
easier than collecting taxes! Now, the banks own the printing
presses, imposing fiscal discipline on governments and collecting seigniorage (money creation) profits.
The LVC solves the monetary reform problem by allowing the government to issue new money to settle existing
mortgages. The demand for money is little changed because
the LVC payments are about the same as the mortgage repayments they replace. By removing control of payments both
from profit-seeking banks and from vote-seeking politicians,
major threats to monetary stability are removed.
The mechanics of monetary reform using LVCs are
simple. Home owners would offer to create LVCs benefiting
the treasury, which in return would print new money – special high denomination legal tender treasury notes (see image
below), using these to repay the home owners’ bank mortgages. The notes would be held at the banks as regulatory capital
to back depositors’ funds. Bank reserve requirements would
be increased to prevent them expanding the money supply
using fractional reserve lending.

The UK Treasury issued its own legal tender £1
notes until 1928 (“Bradbury” notes) as well
as this special 1948 £1 million note.
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Government bonds would be retired in a similar manner
by repurchase in the open market using treasury notes – a
variation of the current quantitative easing programmes.
The ultimate goal of this monetary reform is for the
government to issue money by spending it into circulation
while withdrawing it via LVC payments and taxes at about
the same rate. Any financial surplus should be paid directly
to all citizens in the form of a universal welfare payment
(Citizens’ Dividend). This is a natural dividend resulting from
good governance and shares the economic rents.

Hurtling into economic crisis
Much of the world economy is in latent collapse.
Solvency of banks, governments and citizens is in grave
doubt. A systemic fiscal reform may be the only hope to
avert collapse. It is only time before Australia is engulfed.
The economic parasitism of the finance and real-estate sectors must swiftly be curtailed without killing the productive

economy through waves of insolvency. The treatment must
be accurately targeted. I have shown how the LVC allows
the flow of economic rents to be immediately switched from
private to public purposes while removing harmful taxation.
Protecting the economic parasitism through actions such as
lender bailouts, stimulus and austerity measures, and forced
negative real interest rates is suicidal.

Paradoxical goals
Jobs must be cut without creating unemployment.
Production must be increased while resource consumption
is diminished. Tax rates must be reduced while government
revenues are boosted. Labour costs must be shrunk without cutting wages. House prices must fall without creating
negative equity. Welfare costs must tumble while eliminating
poverty. These paradoxical requirements stem from the effects
of self-defeating and contradictory government policies in the
post-war era. Reform can no longer be delayed.

Table 3: Comparing LVT and LVCs for public rent collection
LVT

LVCs

Advantages

Advantages

• principles and theory well established
• targets the largest landowners
• existing campaign groups can help
improve understanding
• easily reversed or repealed if unpopular
or problems arise

•
•
•
•
•
•
•
•
•
•

Disadvantages

Disadvantages
•
•
•
•
•
•
•
•
•
•
•

can avoid creating losers – low political risks
needs no site valuation
minimises economic turbulence
rapid and flexible introduction
needs minimal or no primary legislation
relative immunity from political interference
due to use of contract law, consent
promotes a fresh look at economic rent and
the structure of tax and banking
easily trialled, mistakes easily rectified
early adopters can lead the way
can rapidly address the current crisis through
debt-for-covenant swaps

numerous winners and losers
requires comprehensive registration and
valuation in advance – slow introduction
financial and economic turbulence if rapidly
expanded or repealed
high political risk, many pitfalls
acts as a lump-sum tax on home equity
implies overhaul of property taxation
political pace is hard to control
history of political failure, public fears, flawed
Acts, repeal and persistent misunderstanding
needs widespread prior popular support
valuations must be frequent, impartial and
skilled to avoid difficulties

• currently unfamiliar to economists, politicians,
civil servants and campaigners
• needs suitable indexes
• hard to change an existing covenant
• largest landowners may not participate
• share of economic rent collected will vary over
time as index drifts from true site value
• share of economic rent collected varies from
site to site – may be seen as unfair
• house prices depend on value of covenants
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Emergency measures

Conclusion

In place of cuts in wages, welfare and government services, we need rapid debt deleveraging. An austerity programme
should be applied to banks, bankers and land speculators.
Key steps include:
• offering to repay each and every household and commercial mortgage and eliminating all associated property
taxes in exchange for LVCs of equal value
• repayments are funded by treasury note issue, administered through the existing retail banks
• replacing missing bank capital by legal tender treasury
notes while sharply raising reserve requirements
• introducing an upstream carbon duty on importation and
abstraction of fossil fuels to fund reforming and cutting
of GST to 5% or below
• introducing a Citizens’ Dividend, matched by corresponding cuts in pensions and means-tested welfare

Location Value Covenants offer the simplest way of
directly collecting land rent for public purposes. They
combine the best characteristics of taxation and mortgages
in a debt-free, contract-based instrument. They are a basis for
rapid and flexible solutions to seemingly intractable problems
reforming public finance, banking and monetary systems.
They overcome the key challenges which have kept LVT on
the fringes of debate. Once you understand the advantages
to all concerned, the question posed is “why should anyone
stand in the way?” Isn’t it time taxpayers asked for a better
deal?
These are the only proposals to unify the collection of
land and money rents.They are the only ones headed towards
liberty through the use of individual incentives and contract,
and the only ones to share natural wealth while strengthening
free markets in the capitalist system. The alternative roads
lead to total collapse and fascism.

Consequences
In the banking sector, the early repayment of so many
mortgages will dramatically shrink bank business. Sharply
lower prices on covenanted property will mean few new
mortgages. Interest paid on deposits will remain at zero, just
as on gold or silver deposits (bailments), but real returns on
investment and savings will rise. A small storage fee may be
levied. Banker pay will tumble as it can only be paid out of
profits on services provided, not out of newly created money.
Bank mergers and closure of duplicate branches will follow.
Jobs will be shed.
In the productive sector, demand for labour will accelerate due to lower effective labour costs and broad-based consumer demand triggered by the Citizens’ Dividend. Labour
shortages will be met by transfers from the other sectors. Top
graduate talent in engineering or mathematics will find ample
opportunity in business while jobs in finance will become
scarce. Investment funds will be attracted by realistic interest
rates. Physical capital will expand.
In the government and bureaucratic sectors, tax and
welfare simplification will drive deep cuts in tax and welfare
departments while tax accountants, advisers and planners
will find many customers no longer need their services.
Government will expand services only where these can
enhance land values.
Reductions in income tax, company taxes and GST will
rapidly feed through to higher land index values and, paradoxically, will automatically result in higher public revenue
from LVCs. Historically, such measures would have pumped
property prices and credit money inflation. Instead, with
these systemic fiscal reforms, increases in Citizen’s Dividend
and leisure time would result.
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THE SPIRIT LEVEL
Book Review by Andy Moore
This groundbreaking book, based on thirty
years’ research, demonstrates that more
unequal societies are bad for almost everyone
within them. Prosper member Andy Moore
gives his opinion on why this research is so
exciting for advocates of land value taxation.

It’s not every day you’ll be asked about your interest in
seeing the tax system reformed (it’s a shame it doesn’t come
up in conversation more often). But if the situation presents
itself, ‘The Spirit Level’ by Richard Wilkinson and Kate
Pickett provides an excellent answer.
Introducing land value taxation will reduce the obesity
epidemic, infant mortality, illicit drug use, homicides, mental
illness, teenage pregnancy and a host of many other social
ills. On top of this it will improve the level of trust within
society, our sense of community, educational outcomes, life
expectancy and social mobility. How? There is a very strong
tendency for all these issues to get a lot better in a more equal
society.
Georgists know intuitively that a more equal society is
better for everyone; regardless of social rank. It’s incredible
that neo-classical marketeers have so successfully confused
public perceptions around this. Few people openly talk about
ideas and ways that fairness or justice can be achieved. It’s
almost considered naive or derided as utopian. So when a
book like ‘The Spirit Level’ is published, I literally jump with
joy. If you like evidence based research, this book sets a new
benchmark for the social sciences.
The public may not have quite the same intuition on
political economy, but in our hearts we all know inequality is
socially corrosive. Regardless, mainstream politics has given
up the narrative to inspire people to believe a better society
can be achieved. I’m ashamed to think it has come to this
after so much sacrifice. I wonder how many soldiers who
suffered the Great War would be proud of what we have
achieved politically in the last 40 years. Did millions die to
give us the choice between bad, worse or only just bearable?
But by the time the Great War was starting, the great
transformation was practically complete. The social upheaval
of the enclosures commoditised land and labour and made
it impossible to imagine life not revolving around pay checks
and rent. The terms on which our markets operate are
determined by the powerful and our tragedy is to have let this
happen. Garret Hardin was wrong to describe a tragedy of
the commons. It’s a tragedy of the enclosures.

But here we are. The quality of our social interactions is
based on material foundations and the scale of income and
wealth difference has a powerful effect on how we relate to
each other. To top it off, we find ourselves in one of the more
unequal societies on Earth: Australia.
Henry George saw the solution to this before the true
extent of the problem was visible. It’s no wonder ‘Progress
and Poverty’ was one of the best selling books of the era.
There was still an air of egalitarianism in society and that was
reflected in politics.
In her book ‘How to argue with an economic rationalist’
Dr Lindy Edwards describes a period she calls ‘Australian
Settlement’. This was a golden era for Australia in which levels of equality were peaking, wages were rising and optimism
was the norm. The process of decline coincides with the corruption of economics and the federal abandonment of land
tax and its debasement at the state and local levels.
Politicians throughout Australia’s history have understood land value taxation and its relationship to a fair and
just society. Personal income tax and business tax burdens,
introduced to fund the war effort, should never have been
given priority over LVT. It has taken thirty years of research
by Wilkinson and Pickett to show why it should be reintroduced – but they don’t say that explicitly. According to the
authors, it doesn’t matter how society becomes more equal –
all that matters is it does.
But has anyone come up with a better way to achieve this
than George? Not that I can find, although Mason Gaffney,
Clifford Cobb and Shann Turnbull all adapt his ideas well for
the modern era. At the core of George’s thinking lies a deep
sense of how much better life would be if everyone got a fair
go. Australians embraced George when he visited because we
desperately wanted a land of equal opportunities. But somehow since then, the neo-classicalists have conned the public
into believing that what we have now is as good as it gets!
The struggle we face is a combination of factors and the
biggest obstacle is vested interests. The market society will
price anything without relation to value. That’s the problem
with profit driven prices; the price of something doesn’t
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measure its value at all. It’s the reason
property bubbles and boom bust business cycles can exist.
Allowing land to be subjected to
the tyranny of the ‘pseudo free market’
plays a role in exacerbating inequality,
so it’s comforting to believe it won’t stay
this way. The history of slavery shows
us that what society thinks should be
bought and sold for profit can change.
There is nothing natural about buying
and selling things for profit and letting
markets determine their value.
It is pure ideology to think that the
best way for society to function is to let
markets seek profit, and that the best
way for markets to function is with minimal interference. Our society is embedded in the natural world but the myth
of the self-regulating market denies
this. We depend on the Earth’s ecology
but we are exploiting it to death. In the
relentless enclosure of the natural world
we have destroyed a significant portion
of our planet (Patel,2010).
Land value taxation will not solve
all our problems at once. But it will
provide the basis for valuing our society
and the natural world properly. It is
clear Dr Ken Henry and the treasury
are aware of this, so we need to provide
the public representation to assist with
implementation. We have seen recently
how swiftly and effectively the powerful
vested interests will move to maintain
the status quo.
On an official visit to England, the
Archbishop of Canterbury gave then
Prime Minister Kevin Rudd ‘The Spirit
Level’ and it’s likely he read it. His enthusiasm for the RSPT would certainly
have been bolstered, but I guess there
are at least two lessons in that story.
It’s a shame neither of them made the
headlines.
In capturing economic rent from
natural land values and eliminating
taxes on productive activities we will be
doing Australia’s economy a great service. But people fear change. Some will
cry foul and muster all their strength
and power to oppose it. Many will
slander us and many more will not even
give the time required to understand it.
But if you read ‘The Spirit Level’ you
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will be reminded of your convictions
and why you want to see the public
revenue base change.
LVT has been getting some excellent press lately. The Guardian, The
Washington Post and the Financial
Times have all given it the thumbs
up. Why? Because people everywhere
recognise that we have let the corruption of neo-classical economics go too
far.
Most Australian’s say they do want
solutions to rising inequality. Henry
George still offers us the best place to
start. Our success will depend on a
communication strategy that provides
immediate comprehension of the
equality intrinsic to land value taxation.
‘The Spirit Level’ could well do the rest!
Read it.

Treasury to Gillard:
“Fix Housing.”
David Collyer, Prosper’s Campaign Developer has been regularly posting commentry and
articles to our prosper.org.au
website. This one was posted
Thursday, 30th September 2010
Last week Treasury made public its
Red Book – the economic advice it gives
to the incoming government.
In it, Treasury lays out a big, bold
reform agenda. On housing, the Red
Book is scathing:
“Access to adequate housing affects all
Australians and is integral to a decent life.
It is part of what enables full participation
in society. However, the ability of many
Australians to purchase or rent affordable
housing has fallen over the past decade, and
housing supply and allocation suffer from
market inefficiencies and distortions.”
So, let me paraphrase: Treasury
says many Australians are denied a decent life and full participation in society.
That is clear.
It fingers Stamp Duty for abolition.
Never mind Stamp Duty is a state tax
and these are the feds talking. Never
mind Stamp Duty is beloved by state
PROGRESS Spring 2010

governments for the giant licks of revenue that pour in when markets boom.
Abolish it.
Que Bono? Who benefits?
Removing Stamp Duty on housing
helps some people a lot. First homebuyers wouldn’t have to pay a lump
sum tax just when they are desperately
scratching money together for the largest purchase in their life. Homeowners
could move to take better jobs elsewhere
more easily, improving job matches
and productivity. Parents could shift as
their families grow and shrink. Divorce
would become less fraught, less bitter.
The government’s conservative
opponents will argue removing Stamp
Duty merely inflates house prices by
exactly the tax removed. They would
have a point, except Treasury also wants
the principal residence exemption from
Land Tax removed.
Land Tax would replace the
revenue lost from a vile and distorting
capital charge with an annual payment that rises and falls alongside the
property market – a valuable automatic
stabilizer.
Replacing a bad tax with a good
one is a win-win. It increases the
velocity of the housing market, making
change cheaper and easier.
If this helped only one household
in a hundred each year, it would add
substantially to national productivity.
But the change will probably help one
household in five shift up, shift down or
move around – every year.
I say, this change could usher in an
economic Golden Age.
This valuable reform is not about
giving government more money to
spend. It is about reengineering the tax
system to stop waste and distortion.
Treasury understands the benefits
of taxing economic rent. They are well
placed to convince the Gillard-Swan
government to drag the state governments into the twenty-first century.
The push to replace inefficient
duties with a fair and equitable Land
Tax has been around for over a hundred
years. Perhaps this time we can do it.

melbourne’s secret plan
Equally, neither plan requires the landowner to do much, just
sit and wait for the suburbs to grow out to them.
Is buying farmland and holding it for many years for a
certain capital gain a good use for limited capital? Does this
investment strategy create jobs? Does this add to the economy? To the common good? It does none of these things.
Further, the gains can be taken when it suits the owner –
taxed at a discounted rate.
My blood boils when I see wealth handed to land owners
who do no more than exploit the monopoly character of
land. A Golden Age beckons to any country willing to stare
down landowners. Their investments do no work. They
take no risks. They demand a free ride. They insist we defer
to their wishes and opinions. Meanwhile the majority of
humanity sweats for ever dollar they make.
The passionate commitment of Prosper Australia to
the greater use of Land Tax and the reduction of other
behaviour-distorting taxes is plain and clear. We welcome the
awakening of others to exactly this direction. /David Collyer
Lithgow
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A secret map of Melbourne’s transport plans for the
next 30 years was published in The Age yesterday (Oct 11th,
2010). Doubts were raised about its authenticity (weakly,
unconvincingly) by the Victorian government. Average householders may shrug, but this is a treasure map for property
pirates speculators.
“Here be Gold, mateys! Arrgh!” Knowing when and
where new links are planned is a gift to landowners who can
lay themselves down in the path of progress.
Let me outline two strategies regularly employed to
capitalize on knowledge like this.
Speculators can buy land next to proposed roads. Once
the road is announced, areas by freeway exits are suddenly
attractive to home buyers and broad acres can be subdivided
and sold off as house blocks. Developers complain loud and
long about infrastructure levies, but these costs are a fraction
of the riches available to this time-honored wealth building
technique. Melbourne’s secret map shows the proposed urban
growth boundary with new residential areas helpfully colored
in pink, in case speculators are a little slow on the uptake.
A quicker road to riches is to buy directly in the path of
the new freeway – which cannot go through until the government owns all the land it needs. By refusing to sell and
hanging on until the bitter end, determined landowners can
get a payout of up to three time market prices – prices already
inflated by the imminent road construction.
Neither plan is for the faint-hearted or impatient.
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Turnover ‘is a bubble’
By Robert Harley
The Australian Financial Review
Tuesday 5th October 2010
A record $327 billion of Australian
property changed hands in fiscal year
2010, according to the Land Values
Research Group.
LVRG research associate Bryan
Kavanagh said that the real estate
turnover, equivalent to around 25 per
cent of gross domestic product, was a
bubble.
“I cannot give a date for the
Australian bubble to burst – this
depends on spontaneous motivation,
‘animal spirits’ – but it is clearly looking
us in the face,” he said.

The Reserve Bank of Australia has
rejected the bubble theory but acknowledges that household indebtedness and
gearing are at historically high levels.
In its recent Financial Stability
Report, the RBA noted the slow down
in house price growth as a “welcome
development for the resilience of household finances”.
LVRG has analysed real estate sales
since 1972, calling a real estate bubble
when totat sales exceed 18 per cent of
GDP. On that basis Australian property
has been in bubble0territory
the
5
10 since 20
late 1990s.
Kilometres
Mr Kavanagh said that during
Legend
the current bubble,
from 1999-2010,
Current Urban Development
Australians had spent $2.76 trillion on
Urban Growth Boundary
real estate of which 29.1 per cent – $805
Urban Growth Boundary Extensions
billion – wasProposed
in bubble
and would need
PRINCES

Possible Development Pressure

PROGRESS Spring 2010
Public Purposes

to be de-leveraged.
However while the 664,816 sales
– housing and commercial – in 2010
_
^
created a new record for turnover, it
was less pronounced than in 2004 when
turnover approached 30 per cent of
GDP.
Nevertheless, Mr Kavanagh warned
that landowners were facing the “imminent prospect of a once-in-a-century
price collapse”.
He said the growing build-up of inventory with real estate agents, particuin the residential sector, was likely
30 larly 40
to ensure a drop in turnover during the
current financial year.
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PROMOting ‘THE GOOD
SOCIETY’ in Five steps

By Morgan Harris

It was with great excitement that I received this
message from a new member of Prosper.
I’ve just read a fantastic article by Morgan
Harris. You may have read it in the past. I
strongly believe it should be republished
in the next issue of Progress or if its too
late then definitely in the following one. I
also think it should be read, re-read and
fully understood by anyone and everyone
who is even in a small way involved in the
making of the film (if it is still going ahead)
as it is in effect a big advertisement for
what we stand for – “the good society”
and the “elimination of all taxes”.
I liked the article but I hesitated because its
old, written by an american and talks about
people we don’t know and starts out quite
negatively. But it might be the spark that new
members need and a wake up call for the
rest of us so here it is. It’s an analysis of the
georgist movement in the early 80s and steps
for gaining public support for Henry George’s
ideals. (Editor)

THE HENRY GEORGE
MOVEMENT IS DEAD
The Wall Street Journal carried a letter by Vermont
Royster, stating “Henry George has long since been forgotten.” That’s how he sees it. You may remember something
about Henry George; I may remember something about
Henry George; but who else does?

Where Were the TV Cameras?
At the 1977 National Conference of Georgists the attendance was less than 150 — out of a population of more
than 220 million. So what if there were 15 more at home for
each one at the Convention? That’s about one per hundred
thousand. Imagine a football stadium that holds a hundred
thousand people, and one Georgist among them.
Where were the TV cameras from NEC and ABC?
Where were the reporters from the NY Times, the
Washington Post? Where were the writers from US News?
Time? Newsweek? Why weren’t they there?
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Because a national convention of the Henry George
movement isn’t worth writing up. Nobody cares what
Georgists are doing or saying. Henry George has, indeed,
long since been forgotten.
Viewing this as a public relations problem, one asks,
how was Henry George able to turn on tens of thousands of
people, and his followers have turned off tens of thousands?
You have inherited one of the greatest ideas in the world.
You have the answer to the world’s problems of hunger, unemployment, inflation, slums, poverty. You have the answer;
the right answer. You can prove it. You can win the debate
with anyone who challenges it. And what good does it do?

Being Right Is Not Enough
Here lie the remains of William Jay
Who died maintaining his right of way,
He was right, dead right, as he sped along
But he’s just as dead as if he’d been wrong.
That’s the story of the Henry George movement: just as
dead as if he’d been wrong.

How Come?
When a national commentator calls Georgists “a bunch
of single-tax nuts”, the usual response is to criticize and
condemn him, to believe he is a land speculator, an exploiter.
Else, how come he refuses to see such obvious truth?
But these men are telling it like they see it: a movement
that has long since been forgotten; an insignificant backwater
sect that is not newsworthy enough to send a reporter to
cover their National Convention; a bunch of single-tax nuts.
That’s the picture Georgists project.

IT’S NO USE TRYING TO
BLAME SOMEONE ELSE
A ship’s captain picked up a couple of sailors on shore leave and
let them ride with him on the captain’s gig back to the ship. He had
bent an elbow too many times, and the combination of the alcohol
and the pitching of the gig caused him to throw up, all over his uniform. Once having heaved, he felt better, so when they got to the ship
he said to the first mate, “Look how these two sailors threw up on my
uniform. Get me to bed and put these men in the brig for two days.”
Next morning he met the mate on deck. “What did you do with
those two sailors?” “I put them in the brig for five days.” “Five days?
I said two days.” “Yes, sir, but it was worse than you thought. They
not only threw up on your uniform; they also shit in your pants.”

Why the Public Rejects the Henry George Program
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No one else is responsible. If the ideas of Henry George
are not being accepted there are no sailors we can accuse and
have them thrown in the brig. It’s our own lack of an intelligent public relations program. It’s because we fail to follow
the motto of Marshall Field’s Department Store: “Give the
lady what she wants.”

Would You Like to Buy a Gas Guzzler?
One of my friends has a Lincoln Continental for sale, an
elegant car, with air conditioning, AM/FM radio and cassette
deck, steel radial tires, everything you could desire in a car. I
asked, “Why are you selling it?” “Because it’s a gas guzzler.”
Does he mention that in the ad? Certainly not. What he
puts in the ad are the attractive features of the car.
The Henry George proposal has many attractive features.
Everybody responds favorably to the idea of getting rid of
income taxes, and to the proposal to get rid of sales taxes,
and getting rid of taxes on business and labor. Everybody
would like to get rid of taxes on telephone calls, and car tires,
and theatre tickets. Every tax we talk about eliminating will
produce a favorable response from our listeners.
So what do the Henry George people talk about? They
pick out the one thing that turns people off, and they feature
that: let’s tax land.
If they were trying to sell a Lincoln Continental, the
headline they would write would say: For Sale: Gas Guzzler.

Focus the Telescope on What People Want
The economic order can be pictured as a balance scale.
One side is weighted down by taxes which bear on labor and
the products of technology. The other side is weighted with
taxes which bear on land. The scale is badly tilted by too
many taxes bearing on labor.
What Georgists want to do is to take weights from the
labor side of the scale, and put them in the pan on the other
side where they will bear on land and thus bring the scale into
balance.
But do they let people see them taking weights off one
side of the scale – – taking taxes off people and production?
No. They have a telescope focused on the land side of the
scale, and they call people’s attention to the process of adding
taxes to land. People don’t want taxes added, but that’s all
Georgists let them see.

FIRST STEP: STOP
THREATENING PEOPLE
There is a story of a funeral at which the director asked,
“Would anyone like to come up and say a few words about
the deceased?” No one responded. After a couple of minutes
a man in the back row started forward, saying, “If no one
wants to say a few words about the deceased, I’d like to say a
few words about the single tax.”
This joke has been laid on the Henry George movement because this is the picture Georgists have projected of
themselves – a bunch of “tax nuts” who are pushing taxes

down people’s throats with no consideration for the lady or
what she wants.
Threatening to impose some new tax turns people off.
They say, “We’ve got too many taxes already. What we want
is to get rid of some of these damn taxes.” That’s exactly
what Henry George proposed: to get rid of taxes. He offered people what they want. And they rallied to support his
program.
It’s too bad Henry George’s followers are not as good at
public relations as he was. If they were, they would never use
the phrase, “Land Value Taxation”. George never used that
phrase. He used the term “single tax” and people knew he
was saying, “Let’s have no other tax.” That’s giving the lady
what she wants. Get rid of taxes. Eliminate taxes, on everything – – except land.

Land Value Taxation Does Not Lower Taxes
Georgists seem to forget that “land value taxation” is
nothing but taxing land according to its (assessed) value,
which is how land is taxed now. Putting more taxes on
the land does not reduce taxes. What does reduce taxes?
Removing taxes from improvements, and from the products
of industry and labor.
If Georgists want public support for their program of
taxation, they must stop talking about “putting taxes on”
and begin talking about “taking taxes off.” They should talk
about:• “Taking taxes off ” improvements
• “Taking taxes off ” labor
• “Taking taxes off ’” people
• “Taking taxes off ” income
• “Taking taxes off ” wages
• “Taking taxes off ” business and industry
People would listen to them. They would support such a
program.

SECOND STEP: CHANGE
THE PUBLIC IMAGE
Steven Cord, editor of Incentive Taxation, sends out a
form letter asking people to renew their subscriptions. The
salutation is, “Dear Fellow Land Taxer.”
Nobody likes a taxer. The tax gatherer has been a hated
character in every society. And where do Georgists get the
silly notion that if they put the word ‘land” in front of the
word “taxer” people will love them? How can any intelligent
person imagine that people are going to respond favorably to
anyone who represents himself as a taxer — of whatever ilk
— “land” taxer, “land value” taxer, “income” taxer, “sales”
taxer, “IRS” taxer, or just plain holdup man?
As long as people see Georgists as taxers, they will fight
them. To win, Georgists must create a public image of themselves as un-taxers; as people who are working to do away
with taxes that interfere with production and prosperity and
the good life.
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THIRD STEP: OFFER PEOPLE
THE GOOD SOCIETY

FIFTH STEP: THERE
SHOULD BE NO TAXES

The specialist is not a narrow man; he is a broad man
sharpened to a fine point. Henry George was a broad man
sharpened to a fine point. As an economist, his point was
taxation of land. But this was not his end. This was his
means.
Because his followers got mixed up as to ends and means,
they have been trying to sell people the means. They start in
talking to them about taxation, and lose their audience before
they even get started.

In the basic course in economics as taught by the Henry
George Schools much time is spent showing how rent arises
and why it continually increases as population increases and
technology advances. We show that the natural source of
government revenue is rent.
Then we have to do a corkscrew twist to convert this rent
into “taxes,” so that we can say: land rent is the proper source
of taxes. Why this? Why don’t we speak out, straightforward:
There should be no taxes. Government should use rent as its
income. Let the government support itself by collecting the
rent of TV channels and radio channels and mines and oil
wells and forest land and other land and natural resources.
Some may say this is the same thing. But it is not the
same thing at all. When a holdup man takes money away
from his victim, he gives nothing in exchange. It is a one-way
transaction. It is not an economic exchange. Taxes are a oneway transaction.
There are some two-way transactions with government. Economic transactions. But the money involved in an
economic transaction is not a tax. For instance, if you register
a document with the County Recorder, you enter into an economic transaction. You pay a fee in exchange for a service. It
is not a tax.

Single-Taxers vs. Georgists
Harry Pollard distinguishes between “single-taxers”
and “Georgists. “ The Georgists understand that The Good
Society is a comprehensive philosophy of justice and freedom
which restrains government from interfering with the productivity and cooperation that is natural to human beings.
An effective public relations program for the Henry
George movement would offer people The Good Society. It
would emphasise the goals of justice and freedom and peace,
as Henry George did. People will respond as they responded
to him. It would go on to point out that the way to get The
Good Society is by removing taxes. All taxes. Yes, all.

FOURTH STEP: CALL THINGS
BY THE RIGHT NAME

This Will Make the Difference
Between Success and Failure

Puzzling about the failure of Georgists, Perry Prentice
said, “The easiest thing in the world to sell should be tax
reduction.” He’s nearly right. But not quite. The easiest thing
in the world to sell would be the elimination of all taxes.

Likewise, to pay rent for the use of land is an economic
transaction. Rent is not taxes. And taxes are not rent. “Tax”
is defined in Webster’s Unabridged Dictionary as “a compulsory payment for the support of a government.” “Rent” on
the other hand, is “payment for the use of land ... or other
property.” Rent is a voluntary payment, given in exchange for
the use of something of value.
The difference between a compulsory payment and a
voluntary payment is the difference between slavery and
freedom. The difference between the accurate use of these
terms and the sloppy use, is the difference between success
and failure for Georgists.
We can win by changing the basic prescription to: LAND
RENT IS THE PROPER SOURCE OF GOVERNMENT
REVENUE. THERE SHOULD BE NO TAXES.
How simple. How clear. How accurate. And how saleable! The Henry George movement has been twisting the rent
of land around and calling it “Land Value Taxation,” with
the result that people reject the program. If we call rent by its
right name, people will buy the program.

What Is the Income From Land?
The sub-head to David Hapgood’s brilliant article on
Henry George is: The Tax to End All Taxes. But this is a
contradiction in terms. You still have left me tax that ended
all of the others. What’s wrong here? What’s wrong is that we
are not calling things by their right name. What is the income
from land? Rent. Right! Let’s call it by its right name.

When We’ve Said That ...
In Henry George literature we find the basic prescription
for economic reform is: government should collect the rent of
land as taxes. Why “as taxes?” There is no reason. We have
permitted the establishment to impose its terminology on the
Henry George movement. The word “taxes” is our hang up.
Wouldn’t that sentence be better, clearer, and more accurate if it read: government should collect the rent of land?
Period. When we’ve said that we’ve said it all.

Natural Resources are the Natural
Source of Public Revenue
The federal government owns and controls all the radio
and TV channels in the United States. For their licenses, the
operators pay only a nominal fee. Suppose the government
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were to lease these out, in open, competitive bidding. This
would be an economic transaction, which would create a tremendous income to the public treasury. This income would
obviously be rent.
The rights to mine the seabed in those areas of the
oceans controlled by the United States could also be leased
out in open, public bidding. More public revenue in the form
of rent. Similarly, all other natural resources and all land
in the nation could be a source of public revenue through
government collection of the rent. Taxes could be abolished.

Can the Government Charge Owners
Rent for Land they Own?
The objection may be made that many people already
own their land. Is there any logical justification for the government charging them rent for land they already own? There
is indeed. The ownership of land is contingent on the owner
paying to the government each year a sum of money in
exchange for the use of the land. The government has never
relinquished its underlying claim to that land. If the user
(owner) of that land fails to make his payment to the government he will be evicted; he forfeits the land to the government. Thousands of pieces of land revert to the government
this way every year.
The so-called “owner” is actually only a tenant, and the
money he pays to the government for the right to use the land
is actually rent for the land. Calling it a tax is simply a bad
habit that needs to be corrected. It deceives people into false
beliefs about the so-called ownership of land, and the rights
of those who “own” it.
Since the government always has collected rent (while
mistakenly calling it a tax) from the “owners” of land, there
can be no question about the legal and moral right of government to charge owners rent for the land they “own”. This is a
standard, universal procedure, sanctified not only by tradition, but also by ethics which require that no one should get
something for nothing at the expense of his fellowmen.

THE RIGHT PUBLIC
RELATIONS PROGRAM
CAN LEAD TO VICTORY
To summarize the five steps: —
1. Stop threatening people by trying to impose on
them a new tax they don’t understand and
consequently they fear.
2. Change the public image of Georgists from people
who are taxers, to people who are working to do
away with taxes — all taxes.
3. Focus attention on the goal: The Good Society.
Talk about justice and freedom and peace, as
Henry George did.
4. Call things by the right name. Taxes are not rent,
and rent is not taxes.
5. Make clear that land rent is the proper source of
government revenue. There should be no taxes.

With this program, Georgists will no longer be trying
merely to (a) reduce taxes, or (b) shift taxes, or (c) impose
a new, unknown tax. Instead, Georgists will be offering to
eliminate taxes.
What a beautiful program to invite people to support!
And how they will respond! This approach is simply a clear
and accurate presentation of what we are proposing, freed
from the gobbledygook which has entangled it in the past like
flypaper.
The effort to twist land rent around and call it taxes
has been fatal. People have been against the program because they did not understand it. The reason they did not
understand it is that it has been misrepresented — not by its
enemies, but by its friends.
If Georgists will adopt this simplified and accurate
presentation — calling a spade, a spade, and calling rent, rent
— they will be surprised at the enthusiasm with which people
will accept what they are offering.
Instead of a couple of hundred delegates to the
Convention on the 100th anniversary of the publication of
Progress & Poverty, they could have a couple of thousand.
The news media would wake up and say, “Look! What’s
happening?”
This is possibly the greatest opportunity to win that
Georgists will ever be offered. Do they have the chutzpah to
take advantage of it? If they do, their program can become
the blue print for the new world — The Good Society.
Morgan Harris –1978 or early 80s.

Background
The above essay can be found on the Cooperative
Individualism website along with a library of other
material maintained by Ed Dodson. I asked Ed if he knew
anything more about Morgan Harris and he provided this:
The essay titled, “Henry George: Prophet of the Good
Society,” was written at a time when many long-time
members of the dwindling Georgist community were
anxious to see something positive occur before the end
of their lives. Morgan Harris came into the movement in
the late 1930s in California. Over the last few years, I have
found a few of his early writings that appeared in Land
and Freedom. Harris was one of the early members of
Common Ground, a georgist activist group.
At the 1983 Council of Georgist Organizations conference
held in Goleta, California, he delivered a paper on “The
Economics of Henry George: Theory vs. Practice.” He
attended the 1985 conference in St. Louis, Missouri, where
he delivered a paper on “Secret Weapons for Georgists.”
Harris died in 1989.
http://www.cooperativeindividualism.org/harris-morgan_onhenry-george-movement.html
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Andrew
Carnegie
(1835 - 1919)
Geoists in History by Karl Williams

Advancing from a dirt-poor
Scottish village family to becoming
the second-richest man in history
(after John D. Rockefeller), the tale of
Andrew Carnegie must surely be the
most stupendous rags-to-riches story
of all time. Yet he gave it all away to
become the greatest philanthropist in
history, famously exclaiming “the man
who dies rich, dies disgraced”.
Carnegie was born in Dunfermline,
Scotland, in a typical weaver’s cottage
with only one main room consisting of
half the ground floor which was shared
with the neighbouring weaver’s family.
The main room would serve as a living
room, dining room and bedroom.
Carnegie’s mother, fearing for the
survival of her family, pushed the family
to leave the poverty of Scotland for the
possibilities in America. She borrowed
20 pounds she needed to pay the fare for
the Atlantic passage and in 1848, when
Carnegie was 13, the Carnegies joined
relatives in Pennsylvania, then the ironmanufacturing center of the country.
Carnegie went to work in a factory
earning $1.20 a week as a bobbin boy,
changing spools of thread in a cotton
mill twelve hours a day, six days a week.
Andrew’s father started off working in a
cotton mill but then would earn money
weaving and peddling linens. His
mother earned money by binding shoes.
The following year Carnegie found
a job as a telegraph messenger and,
by virtue of his sharp intellect, started
to impress his employers and advance
up the ladder. When at age 17 he took
a job at the Pennsylvania Railroad in
1853 as the assistant telegrapher to one
of the railroad’s top officials, he started
taking mental notes about the railroad
industry and about business in general.
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The railroads were the first
big businesses in America and
Carnegie learned much about
management and cost control
during these years. Three years
later, Carnegie was promoted
to superintendent. He was a
very hard worker and would memorize
all of the locations of Pittsburgh’s businesses and the faces of important men,
thus making many connections.
Another key to Carnegie’s rapid
advancement was his burning desire
for self-education, fueled by a passion
for reading. Here he was assisted by
a benevolent employer who opened
his personal library of 400 volumes
to working boys each Saturday night.
Can you imagine James Packer doing
the same for his junior staff at Crown
Casino?
Soon Carnegie was backing his
commercial observations by investing
and reinvesting his profits in railroads,
railroad sleeping cars, bridges and oil
derricks. He built further wealth as
a bond salesman raising money for
American enterprise in Europe. The
Civil War fueled the iron industry and,
by the time the war was over, Carnegie
saw the potential in the field and
resigned from Pennsylvania Railroad.
It was one of many bold moves that
would typify Carnegie’s life in industry
and earn him his fortune. He then
turned his attention to the Keystone

Bridge Company, which worked to replace wooden bridges with stronger iron
ones. In three years he had an annual
income of $50,000.
Carnegie would embrace a new
steel refining process to convert huge
batches of iron into steel, which was
much more flexible than brittle iron.
Carnegie threw his own money into the
process and even borrowed heavily to
build a new steel plant near Pittsburgh.
Carnegie was ruthless in keeping down
costs and managed by the motto “watch
costs and the profits take care of themselves”, indicative of his traditional
Scottish frugality.
Carnegie built plants around the
country, forever using technology and
methods that made manufacturing steel
easier, faster, and more productive. He
was one of the great pioneers of vertical
integration as he eventually owned, for
every step of the process, exactly what
he needed – the raw materials, ships and
railroads for transporting the goods, and
even coal fields to fuel the steel furnaces. It was this start-to-finish strategy that
really catapulted Carnegie to becoming
the dominant force in the industry and

“The most comfortable, but also the most
unproductive way for a capitalist to increase
his fortune, is to put all monies in sites and
await that point in time when a society,
hungering for land, has to pay his price”
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an immensely wealthy man.
In the late 1880s, Carnegie Steel
was the largest manufacturer of pig
iron, steel rails, and coke in the world.
In 1888, Carnegie bought out a close
rival, which included an extensive plant
served by tributary coal and iron fields,
a 685 km-long railway, and a line of
lake steamships. Carnegie combined
his assets and those of his associates
in 1892 with the launching of the
Carnegie Steel Company.
He eventually was worth, in today’s
dollars, US$300 billion – that’s five
times richer that Bill Gates ever was.
But having reached the pinnacle of
success in commerce, and seemingly
harking back to his humble roots, at the
age of 66 he sold all his enterprises to
J.P. Morgan in 1901 to devote himself
for the rest of his life to giving away his
fortune.
There were other influences on
this extraordinary man. He had a
wide circle of talented friends and
acquaintances, including the English
poet Matthew Arnold and British PM
William Gladstone. He was also in
correspondence and acquaintance with
many of the U.S. Presidents, statesmen,
and notable writers. His economic
understanding was also assisted by his
friendship with the geoists Mark Twain
and the English philosopher Herbert
Spencer, though we shouldn’t overstate
this.
By the standards of 19th century
tycoons, Carnegie was not a particularly ruthless man but was a Christian
humanitarian with enough acquisitiveness to go in the ruthless pursuit of
money. On the other hand, it must
be said that the contrast between his
life and the lives of many of his own
workers and of the poor, in general was
stark. “Maybe with the giving away of
his money,” commented the biographer
Joseph Wall, “he would justify what he
had done to get that money.”
Carnegie also wrote several books
and numerous articles, often on the
subject of hard work and the need for
self-improvement – indeed, his philanthropic work very much centred on
helping people help themselves rather

than direct handouts. Witnessing the
sectarianism and strife in 19th century
Scotland caused by religion, Carnegie
kept his distance from organized religion and theism.
Perhaps it was his poverty-stricken
Scottish upbringing that gave him the
understanding of the power of land
ownership by lords, dukes, barons and
earls that led Carnegie to become a
strong republican. To this end, in the
early 1880s, he purchased numerous
newspapers in England, all of which
were to advocate the abolition of the
monarchy and the establishment of “the
British Republic”.
Carnegie’s own brand of philanthropy emphasised local libraries, world
peace, education and scientific research,
mainly in the USA and the UK. He was
also a staunch anti-imperialist, and after
the Spanish American War Carnegie
unsuccessfully offered to donate US$20

“The greatest
amount of wealth
created in any
branch comes from
enhanced values of
real property. The
obvious creator of
this wealth is not
the individual, but
the community. No
other form of wealth
should contribute
to the nation so
generously.”

million to the Philippines so they could
buy their independence.
Pursuing his peace ideals, in typical
style Carnegie also encouraged the
“scientific” investigation of the various causes of war and the adoption of
judicial methods that would eventually
eliminate them. Carnegie opposed
the annexation of Cuba by the United
States and in this was successful, and
founded an anti-imperialist league.
But how are we to reconcile this with
PROGRESS Spring 2010

the fact that throughout the 1880s and
1890s Carnegie allowed his steel works
to fill large orders of armour plate
for the building of an enlarged and
modernized United States Navy while
he opposed American oversea expansion? “Business is business”, shall we
conclude?
But, aside from the geoist quotes
noted in this biog, how clearly had
Carnegie “seen the cat”? For one, we
can say he understood the concept of
economic rent and used it for his own
benefit, purchasing iron ore and other
natural resources at undervalued prices
and creating effective monopolies in a
number of industries.
But if Carnegie had clearly understood geoist economics, there’d be little
doubt that Carnegie the philanthropist
would have wholeheartedly supported
our reforms, which get to the root cause
of the poverty at which his philanthropy
was aimed. Carnegie occasionally
touched on some real classical economic truths, but then lapsed. He associated
Henry George with farmland, not with
the valuable locational value of land.
He never realised that rents would soon
gobble up the technological advances he
brought about. He argued that poverty
was in part due to millions of dollars
that sat idly in bank accounts of a handful of men, not really probing further as
to the cause of why that money sat idly.
No, Carnegie was a fair way from
being a true geoist. Yes, he figured rent
was owed to society, but he did not
want to pay it while alive – instead, he
let his children pay his taxes after his
death. While he did give generously to
many causes, those causes invariably
had the Carnegie name plastered all
over them.
Ironically, a year after Carnegie’s
main efforts in the cause of world
peace, World War 1 broke out.
This event is said to have shattered
Carnegie’s hopes, and precipitated a
slide into declining health and death.
He died in 1919 aged 83, of bronchial
pneumonia. I think I know a way he
could have lived to allow him to contently look upwards from his death bed.
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Letters
A selection of letters published in the media
High Court vindicates Henry

Bailing Out Property Owners

By Dr Gavin Putland published in the Australian
Financial Review, Friday 27 August 2010, p.56

By Dr Gavin Putland published in the Australian
Financial Review, Tuesday 5 October 2010

The High Court of Australia’s decision to strike down
the Cadia copper royalties -- on the ground that the NSW
Government didn’t own the copper -- is a vindication of
Treasury secretary Ken Henry’s proposal for a federal
resource rent tax to replace state royalties.
A federal RRT would be immune to disputes over ownership because it would rely on the power of taxation, not the
prerogatives of owners.
The objection that the minerals generally belong to the
states rather than the commonwealth is easily met by refunding the RRT from each mine to the state where the mine is
located. And if the resource super profits tax was flawed (as
I believe it was), then the appropriate response was to fix it -not to water it down as Julia Gillard proposes, let alone dump
it as Tony Abbott proposes.

While I share Lucio Conte’s concern about bailing out
banks (Letters, October 5), I can’t help noticing that the
Australian way is to bail out the property market before the
problem reaches the banks. That was the purpose of the First
Home Owners’ Boost (FHOB). The catch is that when the
effect of the FHOB is seen to have been temporary, buyers
will be unlikely to fall for the same trick again.
Yes, I said “when”. Mr Conte refers to “recent calls…
that the housing market is overvalued by 35 to 50 per cent”.
My estimate is 45 per cent. If we scale the ABS home-price
index to per-capita GDP, we find that it was almost stable
from 1992 to 1994, when interest rates bottomed at about
their present level. But the scaled index dipped as soon as interest rates rose. It is now about 45 per cent above the “almost
stable” level.
In my view, the only way to avoid a substantial price
correction is to shift the tax burden from the current account
to the capital account, e.g. by abolishing the GST (to increase
the capacity to service loans) and replacing the revenue by
extending capital gains tax to all assets at the full marginal
rate, with no exemptions and no grandfathering. Any grandfathering would tend to reduce prices because the tax would
not discourage selling as much as it discouraged buying.
Hitting property owners with a tax on already accumulated capital gains may seem harsh, but not as harsh as letting
them make capital losses. And while voters won’t necessarily
give the government credit for avoiding a capital loss, they’ll
certainly give it credit for abolishing the GST.

Why we have unemployment
Gavin Putland’s comment to an online article at:
http://www.abc.net.au/unleashed/36596.html
“Economic rent” is the free lunch resulting from protection from competition -- e.g. because they aren’t making any
more land, or because there are only so many extractable
mineral deposits.
Taxes on economic rent don’t feed into prices, but merely
cut into the free lunch. But the recipients of economic rent
have big PR budgets with which they punish any politicians
that propose to tax economic rent. So governments tax
production -- via income taxes, payroll taxes and value-added
taxes. Taxes on production are costs of production, which
feed into prices, creating inflationary pressure and raising the
“natural” rate of unemployment, i.e. the minimum unemployment rate that puts enough downward pressure on wages
to give stable inflation.
The Reserve Bank sets interest rates to maintain unemployment at the “natural” rate. This rate is called “natural”
in order to pretend that it isn’t a problem. Sometimes it’s even
called the “full employment” rate, where “full employment”
means enough UNemployment to inflict enough pain on
workers and jobseekers to keep inflation under control without taxing the free lunch, because the free lunch is sacred.
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Letters to and from Ken Henry
Prosper Australia made a submission to the Australia’s
Future Tax Review. There was also a submission from Gavin
Putland on behalf of LVRG and from Bryan Kavanagh. We
were pleased to see evidence in the review’s final report that
there was an understanding of the importance of collecting
economic rent as revenue and so Prosper decided to write a
letter to thank the chairman of the review, Ken Henry, for his
work. He graciously replied. You can see the correspondence
on the opposite page.
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PROSPER AUSTRALIA NEWS
Latest news from our Secretary, Anne Schmid.

Research Officer Dr Gavin Putland
has worked around the clock in order
to have our submission to the Senate
Select Committee Inquiry into the
National Mining Tax in on time. This is
part of our ongoing campaign to keep
resource rents on the nation’s agenda.
The submission can be viewed at :
http://aph.gov.au/senate/committee/scrutinynewtaxes_ctte/national_
mining_taxes/index.htm
I also want to recommend “An
Introduction to Georgism” (see page2)
an event organised by our Campaign
Developer, David Collyer. Not all of us
get the full implications of a land tax
immediately and so it is good to hear
how others see things. This will be a
great opportunity for newcomers and
old hands alike. We will have David’s
fresh perspective alongside the seasoned
knowledge of our PROGRESS editor
Lloyd Churches.
Thursday December 9th will be the
last Executive Meeting for the year. We
extend a special invite to all our readers to attend. The meeting will begin
with attention to the business aspects
of Prosper Australia and end with a bit
of a celebration to mark the season and
end of the year.
The Report into Australia’s Future
Tax System helps us to feel optimistic
for future taxation trends. The new
government has called for a special tax
summit to explore the recommendations of this Report. Prosper Australia
is responsible for a number of submissions that were submitted and we
now wish to be a voice at the summit.
Gavin’s new submission to the Senate
on the mining tax is the start. Early next
year we will be calling on our members
to help in a campaign to ensure that the
recommendations in the Henry Review
concerning the mining tax and land tax
stays on the nation’s agenda.

22

We also congratulate David Smiley
long time contributor to this magazine
on the publication of his new book,
Crumbling Foundations, which deals
with Third World Debt. We now have
copies in our bookshop selling for
$17. David was interviewed on The
Renegade Economists radio show
earlier this month for those who like to
podcast.
An integral prosperity to you all,
Anne Schmid, Secretary.
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New Releases

Available from Prosper’s bookstore.

The End of Poverty? is
a daring, thought-provoking
and very timely documentary
by award-winning filmmaker,
Philippe Diaz, revealing that
poverty is not an accident. It
began with military conquest,
slavery and colonization that
resulted in the seizure of land,
minerals and forced labor.
Today, global poverty has
reached new levels because of
unfair debt, trade and tax policies -- in other words, wealthy countries exploiting the weaknesses of poor, developing countries. The film asks why today
20% of the planet’s population uses 80% of its resources and
consumes 30% more than the planet can regenerate?
We now have this DVD in our bookshop for AU$25.00.
We will also screen the documentary at a later date.

Are you a trial subscriber?
If you like the ideas you’ve read
here please join our organization,
Prosper Australia. Membership
costs $30 and includes a
subscription to Progress.
Ways to Join
•
Drop by our office
•
Ring us
•
Via the website
•
Post, Fax or Email your
details to us
See the inside front cover for our
contact details. The information
we need is on the right.

Crumbling Foundations
is a new book about how faulty
institutions create world poverty.
Poverty persists in the modern world because the global
institutions that are supposed
to combat it have failed. David
Smiley’s proposals would use
economic value from resources
for public purposes, reducing
conflicts over natural resources
and solving problems of humans
rights, the environment, and
economic development.
Readers will know the author David Smiley as he is a
frequent contributor to this magazine. This book is available
from our bookstore for AU$17. Paperback 272 pages.

JOIN US
You can pay by cash, cheque or
credit card.
Australia/NZ members $30
(Membership includes Progress)
Progress subscription only Aus $15,
NZ/Pacific A$30, Other A$35.
Name:..................................................................
Address................................................................
............................................................................
Phone*:................................................................
Email*:................................................................
Payment membership A$_____
Payment subscription only A$____
Credit Card Type:..................Expiry:....................
Card Number: . ....................................................
Signature: ............................................................
Todays Date.....................................(* = optional)
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melbourne’s secret Map
A map leaked to ‘The Age’ shows plans for hundreds of kilometers of new roads and
freeways to be in place by 2040. The trouble with publishing plans is that landowners can
speculate by buying land on or near the proposed roads. Read more on page 13.
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