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THIS LAND IS YOUR LANC

editor’s note

Happy New Year readers. We have a jam-packed issue for you this
time. I hope you’ll forgive us for only having 4 issues of Progress last
year. We aim to get back 6 issues per year from now on.

My aim is again to have half the magazine on a certain theme and
the remainder on general interest items. However this issue appears to
have two themes.

With all the attention banks have been getting in the media lately
I thought it would be good to put together an issue based on the theme
of money and banking. The banks have made record profits at the same
time as they have increased interest rates and there’s a lot of anger out
there. This issue will highlight some problems but also get you thinking
about solutions.

The other theme is parking fees, should they be higher or should
they be removed, we’ve got both sides of the debate to
make it more interesting!

Next month’s theme will be ‘THE COMMONS’
so if you have something you think should be said
send it in. I hope to see you at the event below.

Enjoy the read, expand your mind, regards,
Lloyd Churches -

Upcoming Events

You are cordially invited to an interactive seminar:

A Grounded Tax System for Australia
by David Collyer

7.00 pm, Thursday 24th February 2011

Why work for wages when tax takes the cream?
Why risk a business when government sucks your blood?
And why landowners make our lives unsustainable.
There is a better way! Questions and Answers. Refreshments provided.
Prosper Australia, 27 Hardware Lane Melbourne, 9670 2754
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PROGRESS January-February 2011



CONTENTS

We Need Open Government 3 Bankers Push ‘Latvian’ Option 12
The Money Solution 4 Mystery of Money And Banking 14
Thank You Dr. Ken Henry 4 The Issue: Land Price, Not Credit 17
Who’s Mr. Stevens Working For? 5 The High Cost Of Free Parking 18
Banks Tax Dodge Sparks Outcry 6 The High Cost of Road Pricing 21
Leaked Bank Report: Plutonomy 7 The Parking Debate 24
Unemployment: Top 10 Solutions 7 Prosper Australia News 26
Australian News And Views 9 New Book Releases 27
How’s Your Credit Rating? 10 Australia’s Big 4 Banks 28
The Pain In Falling Land Prices n
“What WikiLeaks

WE NEED OPEN
GOVERNMENT

By David Brooks

The Assange affair has brought to the public notice much
that has lingered in the public perception for many, many,
years. Politicians, in a plainly “holier than thou” mode, have
played the secrecy game. “We cannot make deals in public”.
‘Why not? PPP’s, secret behind closed doors deals, public
money being spent by the truckload but no public input.

The politicians see themselves as the public, when it suits
them. We know there has been a rip off! But we are never
allowed to see the deals. Is it any wonder that we distrust the
politicians whichever party they belong to. Some examples
are: desalination plants, Court Houses, $46m for Soccer,

how much for Grand Prix’s, Afghanistan “We are there for
the long term” should send their own sons and daughters.
Detention of refugees and their children. No means of recall
for a government on the nose. Secret deals, secret deals, secret
deals with Oprah! This is sick.

Then along come Julian Assange and friends and the
Internet. And so much is suddenly public. And politicians
show their true belief in the democracy they represent.
Below is a quote from the Russian paper Pravda. (It raises the
question as to who is now the dictatorship.) It applies to us in
Australia.

has done is make people
understand why so
many Americans are
politically apathetic...
After all, the evils
committed by those

in power can be suf-

focating, and the sense of powerlessness that erupts can be
paralyzing, especially when ... government evildoers almost
always get away with their crimes. ...”

And they speak from experience.

We need open government. Open government is the
lifeblood of the people. Without it, our civilisation is corrupt
to an extent where we cannot see the corruption. And the
people generally abhor corruption. The enforcers tell us that
“If you have nothing to hide you have nothing to fear.” The
same applies to the politicians. If you have nothing to hide,
why the secrecy? Stop giving us platitudes, and sops. It’s not
only in the financial areas that there is corruption. There is
corruption in the law itself. Indeed, there is corruption in
every walk of political and corporate life. And little or no re-
dress in law for what these thieves do. I use the term “thieves”
advisedly. For what they steal, is our freedom. Our rights to
live without let or hindrance. The Golden Rule is to “do unto
others as you would have done unto you”. Government that
practised this would reign for years. We need to take a long
look in the mirror of our political selves. The picture, much
akin to Dorian Gray, is not nice.
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THE MONEY
SOLUTION

Except from ‘Positive Money’, a UK website
educating and lobbying for money reform.

“Of all the ways of organising banking, the worst is
the one we have today”’

- Mervyn King, Governor of the Bank of England

‘We can help solve problems like debt, poverty, economic
chaos and environmental breakdown just by fixing the way
that money and banking works.

What’s the Problem with Money?

There are two big issues that we need to fix when it
comes to money:

1. Who creates it, and

2. How it gets into the economy

So Who Creates Money Now?

Under the current system, the power to create money
belongs to high street banks like Lloyds, Barclays, HSBC
and RBS. In fact, all the numbers in your bank account were
created by them, not by the UK government. Hard to believe?
Ask Martin Wolf from the Financial Times:

“The essence
of the contemporary
monetary system is the
creation of money, out
of nothing, by private
banks...”

How Does This
Money Get into
the Economy?

Banks create new money (the numbers in your bank
account) when they make loans. As the Bank of England
says, “When banks make loans they create additional [bank]
deposits for those that have borrowed the money.”2 This
means that nearly every pound in the economy today was
created when somebody went into debt. All the money that
we need to trade, to buy food, and to run businesses, must be
borrowed from the profit-seeking banking sector, at a huge
cost to us, and a massive benefit to them.

How Did This Happen?

Laws that make it illegal for you to print your own £5
or £10 notes have been in place since 1844. But those laws
haven’t been updated to account for the fact that almost all
money now is electronic. Because of this loophole, banks
worldwide now have the power to create money, effectively
out of nothing.

See www.positivemoney.org.uk

THANK YOU,
DR. KEN HENRY

By David Collyer

Dr Ken Henry has resigned after ten tumultuous, tortur-
ous years as Australia’s Secretary of the Treasury, effective
March. Treasury Secretaries are notorious for being con-
servative prickly characters — the role demands they destroy
the half-baked enthusiasms of amateur economists and the
dangerous projects of populist politicians.

Dr Henry is certainly prickly, but is no conformist conser-
vative. He rose to Secretary solely on merit and application,
while retaining his intellectual independence and scepticism.

Prosper regards his contribution to Australia’s Future
Tax System — the document that maps out the direction
Australia must take to lift living standards for all — as his
crowning achievement.

AFTS recommends — insists — the way forward is to re-
duce the burden of taxation on labor and capital and transfer
it onto economic rents. This tax reform will turbocharge
our economy. It will make Australia a genuine centre of

excellence: a magnet for
investment, for jobs, and
a shining example to
stunted and downtrod-
den citizens everywhere.

The much-weak-
ened mining tax is

only one aspect of this

reform. The opposition it provoked from mine owners points
to its effectiveness. We could have had an extra $40 billion or
more a year in government coffers — money to end the bad
and distorting taxes we now endure, or improve the services
government provides.

Instead, weak politicians have retreated and compro-
mised and dissembled - on a tax that doesn’t distort economic
behaviour and gives Australians a share in the land’s bounty.

There are enough reform opportunities in AFTS to oc-
cupy governments for a decade.

Dr Henry is to be replaced by Dr Martin Parkinson.
Prosper fervently hope he has the intestinal fortitude and
departmental support to persist with Dr Henry’s ambitious
tax reform agenda.
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MR. STEVENS,
WHO ARE YOU
WORKING FOR?

By David Brooks

On 22 November, 2010 ‘The
Australian’ wrote an article about Mr
Stevens’ push to restrict land sales. This
is outrageous! The governor of our
Reserve Bank of Australia is a public
servant and should be working in the
general public’s interests and not the
banks.

What happens in Australia is a mat-
ter very thoroughly edited by govern-
ment, by the corporate press, and the
media. This censorship is generally the
result of cooperation between the vari-
ous parties. Page 5 of The Australian
of 22 November 2010 is an exception.
‘Whilst many berate the press for their
controlled output, there is the occa-
sional glimpse of how the press became
known as the Fourth Estate. Using the
“Freedom of Information Act” The
Australian was able to discover a matter
which should be of some importance
to the public. And certainly should
not have been held out of public view
by either the Labor government or the
Governor of the Reserve Bank.

The headline, of the article in
question, does not tell the story. It gives
the casual reader a false impression. But
what are headlines for? “RBA inter-
venes to avert housing slump.” Wowee!
Someone is working on our side! You
must be kidding!

Are High Prices
Good?

Reading the article in depth one
soon realises that Mr Stevens (RBA
governor) has had major input to the
restriction of land sales in an effort to
avoid “a housing slump.” Very noble!
But since when have high prices been
a boon to anyone? If the price of

margarine or butter or potatoes rose
by sixty or seventy percent in the past
five years or so there would be hell on
earth. So why do such a great number
of people believe that high “house”
prices are a “Good” thing? There are
some 178,000 persons seeking a home
in this country. Try telling them, that
the higher the price, the wealthier they
are. So who is it who gains from such
concern by the governor of the Reserve
Bank of Australia?

Who Gains?

isuvl

It certainly is not the people

seeking to purchase or rent a house. It
certainly isn’t the building profession,
who are continually seeking land upon
which to build their product. Perhaps
its current householders? But they
have to pay as much, if not more, for a
new house as they will get for the old
one. Hardly a gain of sufficient size to
attract the governor of the RBA. So
who is the Reserve Bank protecting?
The biggest money interest in this is the
banks. They own most mortgages (the
Commonwealth Bank owns 900,000
mortgages). So are we seeing an
American style protection of the banks,
a Bernanke look alike called Stevens?
Land is important, not only to the
wealthy people but also to the not so
wealthy, poor, people. We get our food

from the land we get our minerals from
the land and we use it to build our hous-
es and factories and schools. So when
an influential Reserve Bank governor
starts to play with that which affects so
many lives it is only right that we ques-
tion him. Not only as to his motivation,
has The Australian article pointed well
to that. But also as to thinking. What
sort of person puts the livelihood of

so many at risk for what? Mr Stevens’
personal wealth would exceed that of a
vast majority of Australians. Is it that
the greed so openly flaunted by the
banks reaches even into the Reserve
Bank of Australia? Mr Stevens’ stance is
untenable and so is that of the govern-
ment that supports him. The price of
land is the great barrier to the economic
well being of a great many Australians.
To have the price of land raised by an
extremely rich group of banking inter-
ests simply “protecting” the unethical
investments of shareholders must be
the pits in human interest concerns. We
love our fellow man so long as we can
collect his rent.

Why Does it matter?

It may be just the dirt beneath
our feet... But when the price runs to
thousands of dollars per square centi-
metre, it represents a load of cash. And
that money may be wielded and ma-
nipulated in any sphere, including the
political one. The people to gain from
Mr Stevens’ stance are comparatively
few, but very wealthy. The vast major-
ity of Australians will lose to those Mr
Stevens favours. It is time he left.
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BANKS’ TAX DODGE
SPARKS OUTCRY

A growing tide of anger envelops Australia’s big banks, as large profits and rate rises attract
the ire of politicians and the public.

From The Age, November 5,
2010 by Eric Johnston and
Michelle Grattan.

A growing tide of anger envelops
Australia’s big banks, as large profits
and rate rises attract the ire of politi-
cians and the public.

The major banks managed to lower
the proportion of tax they paid over the
past year, with some, such as Westpac,
paying just a fraction of the overall
corporate tax rate.

The revelation is expected to
reignite calls for a super profit-style tax
across major banks, similar to a big
bank tax levy which is being introduced
across Britain, France and Germany.
The British tax scheme is forecast to
raise tens of billions of pounds in ad-
ditional revenue.

The calls come as shadow treasurer
Joe Hockey yesterday pressed the oppo-
sition’s political advantage in the bank
row by proposing a private member’s
bill to give the Australian Competition
and Consumer Commission further
powers to investigate price signalling
that “leads to collusion and anti-
competitive behaviour among the big
banks”.

The Coalition is emphasising
that the government’s package to get
more competition into the sector won't
be released until next month, after
Parliament gets up for the summer. The
fate of the opposition bill will depend
on the attitude of the government or the
several crossbench MPs.

NSW country independent Tony
‘Windsor said while increased powers
for the ACCC were a good idea, the
watchdog was unlikely to find collusion.

Queensland’s Bob Katter said that
“putting the ACCC leadership in charge
of the big four is akin to putting my dog
Eleanor in charge of my rump steak”.
Prime Minister Julia Gillard con-
tinued the government’s strong attack
on Commonwealth Bank following
its 0.45 percentage point rate rise, well
above the official 0.25 increase. She
said she was “angry” and encouraged
Commonwealth Bank customers to go
elsewhere. Ms Gillard said the govern-

ment was looking at giving the ACCC
greater powers.

Industry group the Australian
Bankers Association has strongly
resisted calls for a super profit tax
on banks. ABA chief executive Steve
Munchenberg has argued the corporate
tax paid by banks is at a higher rate
than the mining industry.

Analyst Jonathan Mott of wealth
manager UBS warned the banking
sector would soon feel the impact of
political pressure although the financial
impact of such measures is unknown.

“Banks have largely managed to
avoid material political interference

since the start of the GFC, but this is
about to change,” Mr Mott said.

“Rightly or wrongly, a combination
of record profits and interest rate rises
has made bank reform one of the key
issues in Canberra.”

Pre-tax profits across the four big
banks jumped 26 per cent to $28.5
billion in the year to end-September.
But the collective tax bill of $7.6 billion
increased at the much slower rate of 8
per cent over the year.

Westpac, which this week posted
a $6.3 billion profit, enjoyed the lowest
tax rate among the majors. It fell from
an unusually high 42.3 per cent over the
previous year to just 20.2 per cent in its
latest year. This compares to a corpo-
rate tax rate of 30 per cent.

Westpac recently secured a $685
million tax refund related to its acquisi-
tion of St George Bank two years ago.
The tax bill in the previous year was
exaggerated after it lost a long-running
battle with New Zealand’s tax office.

Along with the tax windfall,
Westpac has indicated it may pay a
lower rate of corporate tax over the next
three years, which could translate to a
bonanza for shareholders.

Elsewhere, Commonwealth Bank’s
corporate tax rate came in at 27 per cent
for the year, up slightly from 26 per cent
last year. CBA, which paid $2.3 billion
in taxes, said it benefited from credits
linked to its finance leasing business
and pointed to the lower tax rate from
businesses it operates offshore.

ANZ, which has a greater exposure
to Asian markets, managed to lower its
tax rate to 29.5 per cent from 32.8 per
cent a year ago.
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LEAKED BANK
REPORT ON
PLUTONOMY

By George Juross

Hi all, I watched Michael Moore’s new doco -
Capitalism: A love story. In it, reference is made to a leaked
Citigroup equities strategy report called Plutonomy: Buying
luxury, Explaining Global Imbalances.

It makes, for a lack of a better word, interesting reading!

On page 22 the reports states “Organised societies have
two ways of expropriating wealth - through the revocation of
property rights and through the tax system.” and on page 24
under the heading, ‘Is there a Backlash Building?’, the third
threat stated comes from the potential social backlash. The
report states “Perhaps one reason that societies allow plutonomy, is
because enough of the electorate believe they have a chance of becom-
ing a Plutoparticipant. Why kill it off; if you can join it? In a sense
this is the embodiment of the ‘American dream”. But if voters feel
they cannot participate, they are more likely to divide up the wealth
pie, rather than aspire to being truly rich. Could the plutonomies die
because the dream is dead, because enough of society does not believe
they can participate? The answer is of course yes. But we suspect this

is a threat more clearly felt during

recessions, and periods of falling A
wealth, than when average citizens CI t I g rou p-.J
feel they are better off. There are

signs around the world that society is unhappy with plutonomy -
Judging by how tight electoral races are. But as yet, there seems little
political fight being born out of this battleground.”

I imagine if people knew about an alternative, a large
number of them would cease chasing the carrot and would
opt to “divide up the wealth pie” and live a more enjoyable
life.

Seeing the divide between the haves and have-nots is not
difficult. Realising that there is design behind this reality and
that one of the world’s largest financial services company
has got it down in business plan format just amazes me.
Then again, maybe Citigroup got as big as it did for this very
reason.

This is a pre GFC document. Are there signs that people
are losing interest in the carrot? Our election result clearly
shows political dissatisfaction, what about economic? I sus-
pect most people believe “this is just how it is” economically.

Worth reading, George Juross

http://www.dandrader.com/Citigroup_Plutonomy.pdf

Thanks George, what a find! Worth reading is an
understatement. A rare inside view of how the rich and
powerful stay that way. Print out the 30 pages and pass it on!

TOP TEN
SOLUTIONS TO
UNEMPLOYMENT

by Dr. Gavin R. Putland

PROBLEM: Because of taxes on working and hiring, it
costs employers $9 to pay workers $8, of which the workers
keep $7 to spend on employers’ products now or later. So
how can employers afford to hire more workers?

CONSERVATIVE SOLUTION: Make workers work for
less, so that it costs employers $8 to pay workers $7, of which
the workers can spend $6 on employers’ products. And don’t
mention land values, because property is sacred (unless it’s
earned as wages).

PROGRESSIVE SOLUTION: Make employers pay
more, so it costs them $10 to pay workers $9, of which the
workers can spend $8 if they can still get jobs.

And don’'t mention land values, because job-providers are
the true enemies of workers.

SOCIALIST SOLUTION: Increase government spend-
ing and regulation, so it costs $9.50 to pay workers $8, of

which they can spend $6.50 on
what they now get for $5. And
don’t mention land values,
because they’re socially cre-
ated and we’d rather socialize
PRIVATELY created values.
TEA PARTY
SOLUTION: Cut government (/5%
spending, so it costs $8.80t0
pay workers $8, of which they i

can spend $7.20, including $1
for essential services that were previously free. And don’t
mention land values, which soak up the benefit of any real
improvement in efficiency.

FREE TRADE SOLUTION: Open the market to cheap
imports, so it costs $9 to pay workers $8, of which they can
spend $7 to employ foreign workers. And don’t mention the
land unless you're selling it to foreigners.

PROTECTIONIST SOLUTION: Tax imports, so it costs
$9 to pay workers $8, of which they can spend $7 on what
they now get for $6, because domestic producers, including
exporters, will pay higher prices for imported inputs. And
don’t mention the land, lest anyone notice that the owners are
“protected” by geography.

FAIRTAX.ORG SOLUTION: Replace existing taxes
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with a retail sales tax, so it costs employers $8 to pay workers
$8, of which they can spend the whole $8 plus a 50c prebate
on employers’ products, but the employers will get only $6.50
after retailers pay the tax. Well, at least exporters won’t pay
it. And don’t mention land values except to complain about
property taxes.

BANKERS’ SOLUTION: Let us generate extra demand
by making loans against inflated... ahem... land values, until
the bubble bursts and the government raises taxes to bail us
out. Then it’ll cost $9.50 to pay workers $8, of which they
can spend $6.50 -- just like the SOCIALIST SOLUTION,
except that the extra tax won’t be used to create jobs; for
that purpose we’ll lend the government even more money,
which will be repaid by raising taxes even higher (a.k.a. the
Keynesian solution). And don’t mention the academic paper
called “The business cycle: a Georgist-Austrian synthesis”,
which predicted the Global Financial Crisis a decade in
advance.

An Easily Understandable
Explanation of Derivative
Markets

Heidi is the proprietor of a bar in Detroit. In order
to increase sales, she decides to allow her loyal
customers - most of whom are unemployed
alcoholics - to drink now but pay later. She
keeps track of the drinks consumed on a ledger
(thereby granting the customers loans).

Word gets around about Heidi’s drink now
pay later marketing strategy and as a result,
increasing numbers of customers flood into
Heidi’s bar and soon she has the largest sale
volume for any bar in Detroit.

By providing her customers freedom from
immediate payment demands, Heidi gets no
resistance when she substantially increases her
prices for wine and beer, the most consumed
beverages. Her sales volume increases massively.

A young and dynamic vice-president at

the local bank recognizes these customer

debts as valuable future assets and increases
Heidi’s borrowing limit. He sees no reason for
undue concern since he has the debts of the
alcoholics as collateral. At the banks corporate
headquarters, expert traders transform these
customer loans into DRINKBONDS, ALKIBONDS,
and PUKEBONDS.

These securities are then traded on securities
markets worldwide. Naive investors don’t really
understand the securities being sold to them
as AAA secured bonds are really the debts

of unemployed alcoholics. Nevertheless, their
prices continuously climb, and the securities
become the top-selling items for some of the

PROPERTY INVESTORS’ SOLUTION: Cut recur-
rent “taxes” on... ahem... land values so that we can more
easily hoard idle land, prolonging the artificial shortage and
pumping up a bigger bubble, causing a bigger burst, a big-
ger bailout, and a bigger tax increase, so it’ll cost $10 to pay
workers $8, of which they can spend $6. Then blame the
recurrent land-value charges for bursting the bubble, and hush
up the fact that higher charges would have stopped the bubble
forming in the first place.

THE UNMENTIONABLE SOLUTION: It costs
NOTHING to produce the LAND that yields $2 (or $2
million or $2 trillion) in “capital gains” and imputed rents,
which are now taxed less than earned income, and which the
owners therefore like to reinvest in more land. So let’s collect
public revenue from LAND VALUES. Then it’'ll cost employ-
ers $8 to pay workers $8, of which the workers can keep the
whole $8 to spend on employers’ products; and idle hoarded
land will be opened up for job-creation.

nations leading
brokerage
houses.

One day,
although the
bond prices are
still climbing,

a risk manager
at the bank
(subsequently fired due his negativity), decides
that the time has come to demand payment

on the debts incurred by the drinkers at Heidi’s
bar. Heidi demands payment from her alcoholic
patrons, but being unemployed they cannot pay
back their drinking debts. Therefore, Heidi cannot
fulfill her loan obligations and claims bankruptcy.

DRINKBOND and ALKIBOND drop in price by
90 %. PUKEBOND performs better, stabilizing
in price after dropping by 80 %. The decreased
bond asset value destroys the bank’s liquidity
and prevents it from issuing new loans.

The suppliers of Heidi’s bar, having granted

her generous payment extensions and having
invested in the securities are faced with writing
off her debt and losing over 80% on her bonds..
Her wine supplier claims bankruptcy, her beer
supplier is taken over by a competitor, who
immediately closes the local plant and lays off 50
workers.

The bank and brokerage houses are saved by
the Government following dramatic round-the-
clock negotiations by leaders from both political
parties.

The funds required for this bailout are obtained
by a tax levied on employed middle-class non-
drinkers.

8 PROGRESS January-February 201



AUSTRALIAN NEWS AND VIEWS

By Geoft Forster

Melbourne least
affordable

Melbourne has become the least
affordable housing capital in Australia.
A group of seven eastern suburban
municipalities are calling for zoning
to allow social and cheaper housing.
What of course is needed is universal
site value rating for municipalities and a
wider application of State land tax.

Don’t miss out on
your tax benefit

Hundreds of thousands of families
have missed out on almost $400 million
in tax benefits for education expenses.

Most families are busy enough
without having to go into the tedious
record keeping relating to a variety of
education items. It would be so much
simpler to slash taxes on incomes and
purchases, and rely instead on the
compliance-free and fundamentally fair
land rent revenue source.

Mining Tax

Noble laureate Joseph Stiglitz has
warned that the mining sector has had
far too much influence on the political
debate on Australia’s mining tax. “The
natural resources belong to the people”,
he stated. Stiglitz was also formerly
‘World Bank chief.

Tax Office Bungle

A new Tax Office $820 million
computer system delayed 1 million tax
returns, sent out return letters without
cheques, and failed to communicate
with other computer systems because of
a misunderstanding about the meaning
of negative numbers.

Perhaps primary school children
should have been consulted.

Commissioned on Australia Day
2010, the new system sparked 17,000
complaints.

Of course under the rational

revenue system based on community
created site rents, the foregoing farce
would not have been possible.

Rich Poor Divide

An article in “The Age” on January
1 expounded on how the gap between
the rich and the poor in the US is vast
and is growing, and is eating away at
America’s soul. Parameters mentioned
included high rates of violent crime,
high narcotics use, high teenage birth
rates and even high rates of heart
disease. The study by two British epide-
miologists also found similar trends in
other rich countries.

Of course all this sort of thing was
predicted in Henry George’s classic
“Progress and Poverty”.

Informative as the article was,
it was short on basic remedies. And
of course it all applied essentially to
Australia, where the mantra of the land
of the fair go is an idle slogan until
the right of access to land is properly
recognized.

Stamp Duty

Melbourne’s stamp duty was
reported as the worst (“The Age”,
13/12/10); four months’ income is re-
quired to pay it. This followed a damn-
ing article by Tom Ormonde on the
subject several weeks previously. Failure
to deal with this was undoubtedly a fac-
tor in the defeat of the Brumby Labour
Government. Failure to understand and
act upon the role of site rents is costly in
more ways than one.

Romania’s witches
forced to pay tax

Romanian witches, now subject
to taxes as from January 1, have been
placing curses on their President and
Government. For instance a dozen
witches have hurled a poisonous plant
into the Danube so as to put a hex on
officials.

If this seems rather eccentric,
various current tax systems in so-called
advanced countries - including Australia
- are just as eccentric.

The new law is part of the govern-
ment’s drive to collect more revenue and
crack down on tax evasion in a country
that is in recession.

Online tax push
gains momentum

Australian retailers launched a
campaign to level the playing field as
they battle foreign websites offering tax-
free goods. Full-page advertisements in
national newspapers were supported by
retailers like Myer, David Jones, Harvey
Norman, Target, House, Borders,
Angus & Robertson and a number of
others.

The retailers are calling for either
scraping GST on goods priced less than
$1000 or apply the same impost on
goods bought from foreign websites.

Clearly the greatest good can come
from scrapping the GST which affects
us all and not just about protecting
the profits and the jobs of their 76,000
employees. To really level the playing
field we should not only remove the
GST but also the income tax and then
it would even be profitable to manufac-
ture goods in Australia. The high level
of taxes in Australia has decimated our
manufacturing industries and just think
of the productive activity that removing
all taxes could generate.
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AUSTRALIA’S AAA '
CREDIT RATING AFFIRMED. ©

HOW’S YOURS?

By David Collyer (reprinted from prosper.org.au Sept 7, 2010)

The credit rating agency Standard & Poor’s overnight
reaffirmed Australia’s AAA rating.

Donald Horne’s 1964 label ‘The Lucky Country’ was
ironic, yet fits our unique position as the western world
endures its worst financial crisis since the Great Depression
of the 1930’s.

S&P says the risks to Australia include its dependence
on commodity exports and the prospect of a housing market
correction.

And there lies the challenge to our happy stupor.

“Existing house prices have climbed about 50 per cent
in five years,” S&P’s credit analyst Kyran Curry said. “The
risk of a collapse is more elevated than in previous years.
Australia’s banks are heavily exposed to the residential prop-
erty market. If one of the banks blew up we would be taking
a look at the sovereign rating.”

“This is not what we think is likely. Australia’s banks are
sound, liquid, well capitalised and we have given them some
of the highest ratings in the world.”

“What is most likely is a gradual drag on house prices
rather than a collapse. We certainly don’t see the growth of
recent years as sustainable.”

S&P cannot predict the bursting of our bubble — who
can? But this sober assessment — that our government has
little debt and our banks are well placed — makes clear who
the hammer blows will strike in a housing downturn: first
homebuyers and negatively geared investors.

First homebuyers typically have limited equity, low early-
career earnings and inadequate property knowledge.

Most of the 1.3 million Australians with negatively
geared investment properties are middle income earners.
They are vulnerable to higher interest rates or bank demands
for additional equity.

Both groups have gone all in, gambling on continually
rising house prices.

If S&P’s modest forecast of steady prices is correct, the
next five years will be absolute agony. Interest costs will swal-
low all their cash flow, year after grinding year. Meanwhile,
inflation of even 2 to 3 per cent will wear away their purchas-
ing power.

And after that very long five years, they will be not one
penny better off than today. Ouch!

And this is the good news version — S&P are optimists!

The element overlooked in this crazy equation is that
both first home buyers and investors are driven to their

extreme positions by our badly distorted tax system — twisted
to benefit established landowners over the landless.

Land has a special status. We all need an area to call our
own. Without it we are not free and cannot participate fully
in society. The supply of land is limited — not just by geog-
raphy, but by government zoning and restriction and most
importantly, by existing landowners preferring to hold land,
even where it produces a poor return.

Prosper has called loud and long for the introduction of a
Land Tax and simultaneous reductions in the taxes on wages
and business to prevent damaging financial traps like these.

Perhaps now citizens will hear and understand our
message.

Interest-Free Banking

Can it be true? Can you borrow money
without paying interest? Yes, you can. It’s
called JAK Medlemsbank, it’s in Sweden and
it charges no interest on its loans and gives
no interest on deposits.

In order to qualify for a loan you must save
with the bank first and often continue saving
with them after repaying the loan. This is
providing cheaper loans to its members and it
serves the local economy.

According to the JAK philosophy, economic
instability is a result of the taking of interest.

¢ Interest causes unemployment, inflation,
and environmental destruction.

* Interest moves money from the poor to
the rich.

* Interest favours projects which tend to
yield high profits in the short-term.

The ultimate goal

of JAK is to abolish
interest as an economic
instrument and

to replace it with
instruments that are

in the best interest of
people.

Visit www.jak.se
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THE PAIN IN FALLING
LAND PRICES

by David Collyer

The US housing market is a living
hell. Homeowners are being boiled
alive. The price of land was bid up to
staggering multiples of incomes, until
it no longer made sense to buy a house.
And then the trend turned, hard and
fast.

One in five US mortgages is ‘under-
water’: the property is worth less than
the loan it supports. The homeowner
finds they have no equity. They see
similar homes selling for less than they
paid, much less. Their mortgage repay-
ments are many times larger than the
cost of renting a similar property.

But they are stuck. They cannot sell
because they owe more than they own
and would be bankrupt. Meanwhile,
mortgage repayments swallow their
incomes, a financial commitment that
no longer makes any sense.

The Case-Shiller index shows the
US housing market is still only halfway
back to its long term trend. Prices must
fall further maybe to 100 on the graph.

With falling prices, the number of
people in this dire predicament can only

grow. The pain of negative equity is
shared by the banks. If the homeowner
surrenders, the bank is left with a
property worth less than the loan they
extended. These losses are already huge.

If only their problems ended there!
Financiers are finding it difficult to
prove to the US courts exactly who has
the right to foreclose on failed mort-
gages. Quite reasonably, courts require
lenders to show ‘chain of title’: when,
where and how they came to own the
loan. After all, they are being asked to
evict property owners.

In the hyperactive years ahead of
the bubble burst, documentation was
poor. Brokers would leave critical parts
of application forms blank; borrowers
lied about their incomes and assets. The
brokers didn’t care - they were immedi-
ately selling the mortgage.

Linking papers were deliber-
ately destroyed to prevent tracing back
through the ownership chain to look for
earlier fraud and to see what promises
had been made about the quality of the
loans.

S&P/Case-Shiller Home Price Indices
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The Massachusetts Supreme Court
has just affirmed the decision of a lower
court to void two mortgages and hand
the properties to the borrowers because
the banks could not prove they owned
the loans.

Don’t count on this as an escape
clause in Australia. Our banks have
watched this process with care. Their
documents will be impeccable when
they foreclose on your home.

Homes in Detroit
for $500

Detroit Michigan:- the collapse of
US manufacturing has shrunk the popu-
lation of this former great city from
1.3 million to around 800,000 people.
House prices have fallen dramatically.
It is now possible to buy a home, a
very modest dwelling, for under $500.
America’s great westward migration
was driven by the search for cheap land.
Here lies a similar opportunity. It is
easy to foresee Detroit being rejuve-
nated by businesses that can be located
anywhere, like internet retailers. Land
prices this low are an absolute magnet
for enterprise.
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BANKERS PUSH THE
‘LATVIAN’ OPTION

By Michael Hudson and Jeffrey Sommers

Despite Latvia being hailed
by bankers as a shining
example of how to pay off
debts, the true picture is far
from rosy; Latvia provides no
magic solution for indebted
economies.

The “Latvian option” is the buzz-
word of the moment among European
bankers and financial journalists. In
October, the Latvian people voted in
a coalition headed by the incumbent
prime minister Valdis Dombrovskis,
whose government had savaged social
benefits, cut pay and inflated unem-
ployment in 2009. Was this proof that
austerity measures could not only work,
but actually be popular? Was Latvia the
model that Greece, Ireland and Spain
should emulate?

The Wall Street Journal, for one,
has published several articles promot-
ing this view. Most recently, Charles
Doxbury advocated Latvia’s internal
devaluation and austerity strategy as the
model for Europe’s crisis nations to fol-
low. The view commonly argued is that
Latvia’s economic freefall (the deepest
of any nation from the 2008 crisis) has
finally stopped and that recovery (albeit
very fragile and modest) is under way.

What does Latvia’s
election result mean?

On politics, the standard narrative
(as rolled out in the Economist recently)
is that Latvia’s taciturn and honest
prime minister, Valdis Dombrovskis,
won re-election in October even after
imposing the harshest tax and austerity
policies ever adopted during peacetime,
because the “mature” electorate realised
this was necessary, “defying conven-
tional wisdom” by voting in an austerity
government.

The problem with this interpreta-
tion is that the election was not a
referendum on economic policy, but
a contest primarily driven by ethnic
considerations and the desire to punish
a select group of oligarchs. Bankers,
the financial press, and Latvia’s Central
Bank, however, would like to portray
Latvia’s October election as a vindica-
tion for austerity policies. Bankers want
to get paid. The financial press pines
for a return of the fairytale that markets
self-correct and austerity brings prosper-
ity. Latvia’s Central Bank, about which
even the IMF has expressed concern
over the stridency of its neoliberal radi-
calism, wishes to run a victory lap, thus
absolving itself for policies that imposed
massive suffering on Latvia’s people.

matvia’s
Prime
Minister

Despite these ringing endorsements
for Latvia’s austerity policies, they
are not replicable. First, Latvia has no
labour movement to speak of, thus little
possibility of mobilising people against
austerity. Indeed, there is little tradition
of activism based on anything other
than ethnicity. Therefore, countries
with labour movements and traditions
of activism on economic issues can
expect very different results. Latvia’s
election turned on ethnic issues, as its
politics have since 1991. Indeed, the
election results were not a referendum
on economic policy, but on ethnicity.
Ethnic Latvians (the majority) voted
for the ethnic Latvian parties (mostly

neoliberal), while the sizeable 30%
minority of Russian speakers voted
with similar discipline for their party,
Harmony Centre (loosely Keynesian).
Three days before the election a spate
of stories were released suggesting
Kremlin ties to Latvia’s ethnic Russian-
dominated party that opposed austerity
measures. These reports may, or may
not, eventually be confirmed; however,
released right before the election they
moved many ethnic Latvians who were
on the fence regarding who to vote for
away from Harmony Centre.

Twenty years after independence,
the consequences of Russian emigra-
tion to Latvia under Soviet occupation
still shape voting patterns. Unless other
economies can draw upon similar
ethnic division as a distractive cover,
political leaders pursuing Latvian-
style austerity policies are doomed to
electoral defeat.

Depopulation

While the economic crisis was deep
enough to drive even Latvia’s depoliti-
cised population into the streets in the
winter of 2009, most Latvians soon
found the path of least resistance to be
simply to emigrate. Neoliberal austerity
has created demographic losses exceed-
ing Stalin’s deportations back in the
1940s (although without the latter’s loss
of life). As government cutbacks in edu-
cation, healthcare and other basic social
infrastructure threaten to undercut
long-term development, young people
are emigrating to better their lives rather
than suffer in an economy without jobs.
More than 12% of the overall popula-
tion (and a much larger percentage of
its labour force) now works abroad.

Children (what few of them
there are as marriage and birth rates
drop) have been left orphaned behind,
prompting demographers to wonder
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how this small country can survive. So unless
other debt-strapped European economies with
populations far exceeding Latvia’s 2.3 million
people can find foreign labour markets to ac-
cept their workers unemployed under the new
financial austerity, this exit option will not be
available.

Austerity Medicine

So what about the much-quoted 3.3%
growth rate? Projected for 2011, it is often cited
as evidence that Latvia’s austerity model has
stabilised its bad-debt crisis and the chronic
trade deficit that was financed by foreign-
currency mortgage loans. But the real question
to ask is whether 3.3% is really enough. Given
a 25% fall in GDP during the crisis, such a
growth rate would take a decade to just restore
the size of Latvia’s 2007 economy. Is this “dead
cat” bounce sufficiently compelling for other
EU states to follow it over the fiscal cliff?

The method by which the EU’s creditor na-
tions and banks would like to resolve this crisis
is “internal devaluation”: lower wages, public
spending and living standards to make the debt-
ors pay. This is the old IMF austerity doctrine
that failed in the developing world. It looks like
it is about to be reprised. The EU policy seems
to be for wage earners and pension savers to
bail out banks for their legacy of bad mortgages
and other loans that cannot be paid — except by
going into poverty.

So do Greece, Ireland and perhaps Spain
and Portugal understand just what they are
being asked to emulate? How much “Latvian
medicine” will these countries take? If their
economies shrink and employment plunges,
where will their labour emigrate?

Apart from the misery and human tragedy
that will multiply in its wake, fiscal and wage
austerity is economically self-destructive. It
will create a downward demand spiral pull-
ing the EU as a whole into recession. What is
needed is a reset button on the EU’s economic
and fiscal philosophy. Bank lending inflated
its real estate bubbles and financed a transfer
of property, but not much new tangible capital
formation to enable debtor economies to pay
for their imports.

How Europe handles this crisis may deter-
mine whether its history follows the peaceful
path of mutual gain and prosperity that eco-
nomics textbooks envision, or the downward
spiral of austerity that has made IMF planners
so unpopular in debtor economies.

LATVIA - Australia
Without Minerals?
By Terry and Debbie Dwyer

When we visited Latvia with Professors
Michael Hudson, Jeff Sommers, Dirk Bezemer and Ted
Gwartney et al, several things struck us.

The first was the extent of the passivity of the population

in the face of a catastrophic collapse in employment and
living standards - 20% unemployment, wage cuts of 30-60%,
people servicing debts in euros on properties which had
declined in value by 70% on the purchase price.

Latvia has undertaken a programme of austerity beyond
anything the IMF had sought to impose. Half the schools and
hospitals in the country were closed and infant and maternal
mortality rates increased. Latvia had borrowed very heavily
to maintain parity between the national currency (the Lat)
and the Euro, in hopes of joining the economic union. Lativa
has put off joining the Eurozone until 2014 and its harsh
austerity programme is aimed at keeping its lending banks
as well as the European Union on side, despite the extreme
hardships faced by the majority of Latvians. In effect, Latvia
was imposing austerity on its people to pay off the foreign
banks which the IMF admitted were responsible for the land
speculation bubble and subsequent collapse.

Another astonishing thing was that it seemed many of

the loans, being made in a foreign currency and without
warnings to consumers required under Latvian consumer
law were potentially unenforceable. Yet Latvians prefer not
to litigate and the authorities, it seems, are more concerned
with ensuring the solvency of banks rather than Latvian
consumers, some of whom are emigrating to declare
bankruptcy in the UK or elsewhere.

Latvia is a case study in economic collapse. The average tax
rate on labour income was around 51% with a marginal tax
rate around 56%. People were emigrating at the rate 30,000
per annum from a population of some 2 million. In other
words, in 10 years Latvia will lose 300,000 mainly young
workers, from a workforce of 1 million or so. Combined with
a collapsing birth rate as young people cannot afford to raise
families, this amounts to a demographic and economic death
spiral.

The cold truth is that Latvia is a precursor to the fiscal
implosion of the European welfare states as bankrupt
governments try to pay unfunded social security and other
liabilities. Latvia will never repay its debts. It cannot and
will not. All that is happening is that debts are being repaid
to foreign banks by the government pledging its credit on
the basis of taxes to be levied on supposed future - but, in
reality, non-existent - generations of workers.

Unless Europeans learn to tax their land values and shift
their tax systems off labour by cutting VAT, PAYE and social
security taxes, all European States will go the way of Latvia.

The lesson for Australia is clear. You cannot have a continuing
welfare state built of taxes for future workers you won’t have.
Australia’s good luck has been to have a wonderful natural
resource endowment which has meant that our tax receipts
have held up, along with a relatively young (though ageing)
population.

The danger for Australia is that if we do not do as the Henry
Tax Review indicated and learn to tax land and mineral rents
we, too, in 30 years will go the way of Latvia.
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THE MYSTERY OF
MONEY AND BANKING

By Lloyd Churches

Many people like to complain about the banks but
few understand why the banks are powerful, how they are
privileged and what alternatives exist. I'm very interested in
money and banking but I must admit it can be very confus-
ing and very mysterious. Often I will read something and
think I’ve understood but when I return to the subject a week
later I've forgotten or I’ll read something else which seems to
contradict what I initially read and wonder if I really did ‘get’
it the first time.

It’s vitally important that we understand the principles of
money and banking so we can improve our world and tackle
head on perhaps the biggest vested interest there is. After all,
in a way, the banks are the biggest landlords of them all, they
are collecting the rent of land through interest on mortgages.

What I want to give you are some ideas about money
and banking and let you then google them and find out more.

Money as Debt

One of your first stops should be the ‘Money as Debt’
video. You can view this on video.google.com, search for
Money as Debt and look for the 47 minute one. I probably
found this one 3 years ago and today it is very popular. It’s a
narrator with cartoon type animations and plenty of interest-
ing quotes like these:

“Some of the biggest men in

the United States, in the field of
commerce and manufacture, are
afraid of something. They know
that there is a power somewhere so
organized, so subtle, so watchful,
so interlocked, so complete, so
pervasive that they had better not
speak above their breath when they
speak in condemnation of it.”

~Woodrow Wilson, former President of the United
States.

Permit me to issue and control the
money of a nation, and | care not
who makes its laws.”

~ Mayer Anselm Rothschild, Banker
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This video will answer your questions about what money

is, where it comes from, who creates it and who controls it.
One of the most interesting things is where money comes
from. The common usage of ‘making money’ through
working on a job isn’t what I mean. This is only exchanging
money. I’'m talking about issuing money or creating money.
Most people probably think the government issues the money
and lend it to banks who then lend it to us. The truth however
is startling.

“The process by which banks create money is
so simple that the mind is repelled”

~ John Kenneth Galbraith, Economist

Money is created by banks out of thin air when some-
one agrees to go into debt. Amazing isn't it. Yes banks create
money, not governments. Well, what’s to stop them from
making as much as they want? Well, first of all, they have to
find someone willing to go into debt and well, when there’s a
land boom going on there are plenty of speculators who are
willing to do that. The other limit is that they actually need to
have some reserves of cash deposited with the central bank.
This is known as the fractional reserve requirement and is
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different from country to country being between 1 percent to
15 or 20. Surprisingly, and I may have misunderstood here,
there seems to be no regulated requirement in Australia but
our banks voluntarily have a 2 to 3 percent reserve.

Positive Money

A website I've recently been reading is positivemoney.
org.uk. This site will also explain the origins of money but
will also go much deeper into the problems with the current
system, the consequences, the solution and the benefits of
the solution. So here you can learn that money is debt and
the problem is that we can’t get more money without going
into debt and causing a boom and when we pay off the debt,
money is destroyed and that causes a recession. So basically
they are saying it’s a catch22 situation, it causes the booms
and busts instead of a stable situation. Their solution is to
take away the bank’s privilege of creating money and replace
the ‘money as debt’ system with the alternative ‘money as
goods and services’ system. In this solution, governments
would spend money into existence by buying goods and
services and paying your taxes would destroy the money.

Money as Debt | Money as Goods
System and Services
Money is Going into debt | Governments spend
created by... to banks on goods and services
Money is Repaying debt Governments
destroyed by... | to banks receiving taxes

They also want the banks to offer us risk free banking.
‘When people deposit their money into transaction accounts
the banks will not own this money, they will only hold it on
trust in accounts with the central bank. The banks would
not be allowed to loan out this money or invest it in risky
ventures as they do now. In this way we can clearly separate
the two main functions of money and of banking. One
function of money is as a medium of exchange and money
in these transaction accounts will be government guaranteed.
The other function of money (store of value) is saving really.
There will be no government guarantee for savings accounts,
no bailouts. Transaction accounts are for short term debits
and credits whereas savings account are for longer terms.

Inflation

‘We all know inflation occurs when we have too much
money, right? But I find it really difficult to understand
how inflation can be controlled. Being on a deadline, I'm
not going to investigate it more now. All I know is that in
Australia the Reserve Bank of Australia sets the cash rate and
this somehow causes the banks to change the rate at which
they lend. Ah, probably the higher cash rate is something the
banks can pass on to savings accounts and so people would
be encouraged to pay off their loans quicker and thereby
reduce the money supply.

In the ‘money as goods and services system’ there could
still be inflation. Government could cause inflation by paying
too much salaries or not collecting enough taxes.

Michael Hudson

The reason I mention Michael Hudson in this money
and banking article is because he’s the guy in the know when
it comes to what is happening in the big picture of global
banking. Having worked in banking and researched so much
economic history he seems to understand both the money
issue and the land issue. He’s not afraid to speak up and
name the powerful vested interests and tell us what they are
doing to your average poor worker. Read his articles and lis-
ten to his interviews if you are interested in current affairs to
do with the GFC, bailouts, sovereign debt risk and the tricks
the World Bank and IMF get up to. Although he’s always
promoting the collection of economic rent as a solution for
indebted governments, I can’t remember what his solution
for money creation is although I wouldn't be surprised if
he says to spend it into existence. Check out his website at
www.michael-hudson.com and also the Institute of Creditary
Economics www.credec.org of which he is involved.

Interest
person who went into debt, otherwise

they wouldn’t go into debt. But what is like a license to print
money is that they can demand interest from the debtor. This

Although banks create money out
of thin air, that part isn’t really a license
to print money. After all they have to
give the newly created money to the

is how the banks make profit.

Now when money is created it is equal to the debt cre-
ated and so there is money in circulation that can be taken
out of circulation in order to repay the debt. But there is no
such money in circulation to pay the interest? Isn’t that crazy!
So where does the money come from to pay the interest? The
answer is that it can only come from new money, new debt.
This means that the money as debt system actually requires
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an ever expanding amount of debt to keep it going. There is

actually much more debt in the system than there is money to
repay it because when you don’t pay your interest, it’s added
to your debt but without the corresponding money put into
circulation.

Herein lays the seeds of destruction. There is scarcity of
money built into this system. Eventually the amount of debt
is so big and people realize that it can’t be repaid. So there is
a financial system crisis and banks must eventually write off
the bad debts in order for the economy to start again.

Interest-Free banking

Before I found out about Georgism I was very interested
in interest free banking. There is a bank in Sweden (JAK
Medlemsbank) that offers interest free loans. However, they
do require that you first save with them to earn savings points
which I suspect is the same as earning interest before you
can spend it. But their bank, ran by members for members
believes interest is the number one economic problem and
they try to educate society on how to change to interest
free banking. I'd like to think that the ‘money as goods and
services’ system would be an interest free system but I don’t
know if it’s that simple.

LETS

I've been aware of LETS systems (local exchange trading
systems) for many years. The potential here is to create an
interest free currency. There’s one in my local area and I often
see the group promoting themselves at fairs and festivals but
I have as yet not become a member. They let people trade
between themselves in a local area. They use a bookkeeping
system to record transactions, no cash required. Even though
these have been around for 20 years they have not really taken
off. I think the biggest hinder is that the two biggest costs in
people’s lives are taxes and rent (including mortgage repay-
ments and interest) and it’s not possible to use LETS credits
to pay those.

How Are Banks Privileged?

‘We all seem to agree that banks are privileged but
I'm interested in what the source of this privilege is. I'm
always looking for principles. Banks have a monopoly on
the creation of money which seems to give them the power

to decide which ventures get funded, the power to collect
interest and to hold debt against a person, not just against
collateral. On reflection though, don’t we all have this power.
The only difference is that we need to have money before we
can lend or invest it.

Perhaps the real privilege is again in the land. Banks hold
mortgages over land and the interest payments from those
mortgages represent the rent of land. Ah yes private property
in land, the mother of all monopolies.

Using Money to Store Value

Our current monetary system money has two functions:
a medium of exchange and a store of value. One of the
biggest hinders to monetary reform is that it’s confusing to
have two functions. Unfortunately the majority’s perception
of money is that it is a store of value. The proper perception
should be that it’s a tool to facilitate and measure exchanges.
It’s a time and labour saving device, making possible exchang-
es of goods and services at different times and different places
compared to barter where both sides of the exchange must
coexist in the same time and place. When you sell something
and receive money, that’s only one side of the exchange. The
other side of the exchange (which can be at a different time
and place) is that you buy something and give the money
back. The problem is that in our current monetary system we
don’t need to think about the other side. We think that the
money has value in itself and we can store that value for long
periods of time. We are even encouraged to store it because
banks offer us interest. So with all this money in store there
are all these goods and services that don’t get purchased
which leads to waste and unemployment.

If you want to save for your retirement then money is a
good place to store it. Money, because its abstract and not
physical, will not depreciate like other goods. You can’t buy
all the food now that you’ll need in retirement but if you hold
your money at least its nominal value will not decrease and
with compound interest it could even grow. All other assets
depreciate or require maintenance fees to keep their value.
Money doesn’t.

In Austria, in the depression, some cities designed a
type of money that depreciated. At the end of each month
people had to attach stamps to the money notes in order for
the notes to continue being valid. The speed of circulation
was incredible. People strived to spend their money as soon
as possible so they wouldn’t have to pay the stamps. This
allowed the local town economies to flourish.

The Georgist View

The general view of Georgists on the money problem is
that it’s not so important and a bit of a distraction from the
land problem. They think if we solve the land problem, land
will have little or no price and the bank’s assets, its mortgages
will be much smaller, only reflecting the values of houses and
capital and not the land value.

The development of plans to implement Georgist reforms
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is always hampered by the debts people have to the banks.
The banks have captured the future rental stream of land and
turned it into a financial asset and severed the connection

to land making it exempt from land tax. If we understand
money and banking well, it could assist us in creating a work-
able implementation plan.

Other views emerging are that the land issue and money
issue are both intertwined and the only way to find solutions
is to fix them together. An example of such a solution can
be seen in the article in the previous issue of Progress called
Location Value Covenants.

Lastly, don’t forget that Henry George did have some
things to say on money and banking. See the quote below
and. I suggest you read the article ‘Henry George’s Concept
of Money and Its Application to 21st Century Monetary
Reform’ which you can find at
www.progress.org/2003/moneyz04.htm.

By Lloyd Churches

“There never was any good
reason for the institution
of the national banking
system, and there is not
today any good reason for
. its continuance. Like all

| special privileges it is but
a taxation of the many for
the benefit of the few, and
like all use of governmental
power for private advantage, it has resulted
in governmental extravagance and political
demoralization. The pretense that there is
some mystery about currency and banking that
common people cannot understand, is like the
pretense that no one but the members of the
protected rings and trusts are competent to say
what tariff taxes shall be levied on the people...
The national bank notes current in the united
states fulfill the functions of generally accepted
money, not because they have the name of a
bank printed on them, not because bonds ...are
deposited for their redemption, but because
they are issued by the general government, bear
its stamp, and rest upon its credit. They are in
no wise better than the notes directly issued by
the government, but derive their security and
usefulness from the same source that gives the
greenback its security and usefulness - the fact
that they are issued by the government and are
receivable for its dues....

The proper business of banking is the receiving,
the keeping and the loaning out of money, and
the facilitation of exchanges by the extension,
interchange, and cancellation of private credits.
With the issuance of money the proper business
of banking has nothing whatever to do.”

~Henry George, Standard, Apr 28, 1888.

THE ISSUE IS
LAND PRICE, NOT
EASY CREDIT

By Byran Kavanagh

I regularly make the point here that we’re having this fi-
nancial collapse (which will prove to be a depression) because
the study of economics isolates itself from the real estate
market - and never the twain shall meet.

I argue that many people in real estate, like me, have
a better idea of what’s happening in the economy because
we’re happy to integrate real estate with the economy. [Here’s
another real estate person who can tell you of the future of
retailing, depression or no depression.]

Oh sure, looking over their shoulder, some economists
now refer to the involvement of real estate in the collapse
but, not understanding its deeper role, they will only provide
a most superficial analysis. Otherwise, Austrian economists,
and others, wouldn’t reduce the reason for the downturn to
one of “easy credit” as they do.

It’s like this. Banks and financial institutions provide
credit to customers believed to be ‘creditworthy’. Virtually all
creditworthy clients offer a mortgage over real estate assets.

The nub of the difference on this issue is that economists
and bank managers don’t understand that the land price com-
ponent of a mortgage is more than nebulous; it’s a chimera.
Where they believe land price to be a thing of substance, like
a dwelling, many real estate valuers and agents know that
fire-breathing dragons will disappear in the full light of day.

Once land price is seen for what it is, that is, the wan-
ton private capitalisation of the public’s uncollected rent,
it becomes apparent that the price of land does not reflect
conditions of supply and demand as argued mindlessly by
some economists. So, no, the problem isn’t one of easy credit
and low interest rates: it is that credit can be provided against
land price, an ‘asset’ that can disappear overnight.

So, rather than easy or excessive credit, the issue still re-
maining completely unaddressed is one of risk management,
namely, why do banks keep lending against a ‘value’ — rather
a price — that will disappear, like a chimera?

As land price is too volatile, why not capture its rent,
in order both to reduce and stabilise land prices and abolish
damaging taxes?

This problem’s not going to go away until we fix it.

Bryan Kavanagh is a valuer and a director of the
Land Values Research Group. He is the author of
Unlocking the Riches of Oz: A Case Study of the
social and economic costs of real estate bubbles
1972 to 2006. Please check out his blog at
thedepression.org.au.
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THE HIGH COST

OF FREE PARKING

By Bruce Poon

T attended a seminar by that name
organised by the boldly named Institute
for Sensible Transport on 4th November
2010 at Melbourne Town Hall. The key
speaker was Professor Donald Shoup
from UCLA and it was well attended,
principally by local government staff
from around Australia.

The problem?
Someone must
pay for parking

And it turns out to be...everyone!
Free parking in many areas is man-
dated by government and subsidised by
taxpayers and businesses. Ultimately
this has been a planning disaster of
Soviet-era magnitude. It is the citizens
who must contend with the resulting
distorted urban form, degraded urban
design, distortions in incentives that
skew travel choices to the car, raised
housing costs and lower home owner-
ship rates, inflexibility of use for many
commercial buildings and ultimately
damage to both the economy and the
environment.

Shoup explained that all modes
of travel have three basic components:
vehicles, a right of way and a terminal
capacity. Trains, tracks, stations. Planes,
sky, airports. Ships, oceans, ports. Cars,
roads, parking.

Many governments have been
operating with two major policies: one,
require lots of off-street parking; and
two, keep curb parking free or cheap.
Thus governments, through their
minimum off-street parking regulations,
have been insisting that businesses and
residents foot the bill for the provision
of the ‘terminal capacity’ element of
this form of transport (whether they
own a car or not). Some examples of
minimums from the American Planning
Association Parking Standards (the
‘bible’ for planners in the USA) include:

Barber shop 2 spaces per barber
Beauty shop 3 spaces per beautician

Nunnery
Rectory
Sex novelty shop 3 per 1,000 sq feet

1 space per 10 nuns
3 spaces per 4 clergymen

Shoup demolished the supposed
science behind these parking demands
and further highlighted the damage they
have done to the urban form.

He then explained the damage
done by free or cheap street parking
within cities. Some cities provide curb
parking free or with meters as little as
$0.25 per hour. These are quickly filled.
Meanwhile, off-street parking nearby
might charge as much as $20 per hour!
This leads, among other things, to a
very rational choice to ‘cruise’ for any
empty spots on the street, meaning that
40% or more of city traffic in some sur-
veys is not going anywhere, just circling
the area looking for a car park.

What about those who are offered
‘free’ parking where they work, as part
of their package of benefits? Who is
paying for that parking? Again, the
answer is ‘everyone’. Some jurisdictions
are now moving to legislate that if you
are offered parking as a work benefit,
and the company is paying a cost for
that parking, you must be offered the
alternative of the money directly in-
stead. This quickly leads to car-pooling,
bicycling and public transport being
explored by employees.

FREE

(o)
I

Parking

Three ways to fix
the problem

Shoup offered three key strategies
to fix the problem. These are:

1. Charging the right price for
curb parking. The right price is defined
as the lowest price that will leave one or
two vacant parks on each block.

This means that the space is 85%
‘used’ at all times, but that there is
nearly always one or two spaces for
somebody to come and park there. If
the price has to change for different
times of day or days of the year, so be
it. Locations should not be ‘parked out’
with no spaces, nor nearly empty. This
would be bad pricing.

2. Return meter revenue to local
neighbourhoods to improve public
amenities in the area.

By applying the revenues from
parking meters to the local neighbour-
hood, local governments are able to
simultaneously address the political
problem of introducing charges while
re-investing in improved infrastructure
that beautifies the area.

3. Reduce or remove the off-street
parking requirements

By replacing car parks with job-
adjacent housing, we increase housing
supply and reduce the time people
spend commuting. This means less
spending on cars and fuel, and presum-

ably less congestion and air pollution as
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a result. Cities should allow it, but many do
not (as it would cut into minimum parking
requirements).

Shoup pointed out that in the City of
London as just one example, they have
moved from ‘minimum parking standards’
in one fell swoop to ‘maximum parking
spots allowed’. And in most cases, the new
maximum is less than the old minimum.
This surely says just as much about the un-
necessary role of planners as it does about
changing requirements for parking in our
cities.

Several examples were given of where
this approach had been taken in U.S. cities,
with impressive results.

Old Pasadena has gone from “going
downhill, dirty, filthy, unsafe” to an at-
tractive urban destination that people will
pay to visit. Of course, the public reinvest-
ment in shared infrastructure spurs private
investments, in a virtuous cycle. The city of
Pasadena receives sales tax revenue from its
various locations. One can see historically
these revenues shooting upwards almost
immediately and consistently from the point
where the three major parking reforms were
introduced.

What does this mean
for Progress readers?

Keen readers would easily have seen the
relationship between parking and the wider
economic issues that bedevil society. What
is a car park but a piece of public land, on
which the user(s) should pay an economic
rent?

‘We are surely not surprised to see happy
results (such as Old Pasadena) when the
government introduces an appropriate level
of land tax (parking fee) and reinvests the
proceeds in infrastructure, amenity and
services.

If the mere act of collecting the appro-
priate economic rent from the tiny fraction
of land represented by public car spaces can
turn a town from ‘crack den’ to ‘beloved
boulevard’, what might we achieve by col-
lecting a portion of the rent from the rest of
the land?

Turning Shoup’s three key approaches
for parking into something more general
might be:

1. Charging the right share of eco-
nomic rent for land and resources.

(continued on page 20)

Donald Shoup says...

1. Charge the right
price for curb parking.
Enough to leave one or
two places per block
available or an average
85% used.

2. Return meter revenue to local
neighborhoods to improve public
amenities.

3. Reduce or remove the off-street
parking requirements.

San Francisco Parking Initiative

‘SFPark’ is a 2 year pilot project in San
Francisco to test state of the art parking
initiatives. The plan appears to support Donald
Shoup’s ideas of variable pricing in that each
month prices will be raised or lowered based
on the demand in order to make it easier to find
parking on the street.

Other measures include wireless sensing when
parking spaces are occupied and using this
data on electronic signs that show where
parking spots are available as well as phone
and internet services that show available spots.

The new meters will accept cash, credit cards
and special prepaid cards. The meter’s prices
can be updated wirelessly. The time limits on
many meters has be extended which they hope
will reduce unnecessary re-parking and reduce
the need to issue and collect parking violation
tickets.
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Chicago Privatises Its
Parking Meters

Chicago city council agreed in December
2008 to privatise its 36000 parking meters for
$1.15 billion in revenue. A partnership between
Morgan Stanley and LAZ Parking purchased

a 75 year lease on the parking meters and
revenue collection. The deal was the latest in a
series of public private partnerships designed
to solve the cities finances. They also sold their
airport for $2.5 billion and the Skyway Toll
Bridge for $1.83 billion.

The increase of the hourly rates of the parking
meters has resulted in meter boycotts,
vandalism (see image),
and political problems

for the city’s councillors
problems, many of whom
now regret their decision.
It was later revealed

that if the city had kept
control of the parking
meters under the same
terms (higher prices) as
the private company the
system would be worth an
extra billion dollars over
the 75 year lease.

TR T —

A legal suit against the city council aims to
declare the contract illegal and void on these
grounds: the city has no authority to lease

city streets, the city cannot delegate police
functions (parking enforcement) to a private
company; the city cannot deprive future city
councils from the chance to exercise control
over city streets; and the city cannot ask the
State government to suspend driving privileges
for violations at privately-held meters.

(continued from page 19)

This ensures that the land will find its
most appropriate and, in general, highest
value use and that resources will be extracted
(or not) in line with their overall economic
benefit (including the costs of pollution).

2. Return the revenue to fund coun-
cil, state and commonwealth spending on
infrastructure, amenity and services.

This could supplement, or better, replace
the current public funding models which rely
heavily on damaging taxation regimes on
income, payrolls and exports.

3. Reduce or remove government
intervention in those markets that remain
free and fair.

While most support a role for govern-
ment in the monitoring and regulation of
markets, this should remain limited except in
the case where special privilege applies, such
as banking (regulated privilege) and min-
ing (monopoly on common assets). As with
parking, so often we have seen well meaning
government involvement in otherwise free
markets as damaging and counter-productive.

So, we can see Shoup’s formula for suc-
cess as a re-statement of some key principles
from the Geoist perspective. Is Shoup a closet
Geoist or has he come across the right answer
from an entirely different route? I don’t know,
but I don’t think it matters.

We should not be surprised to find yet
another example of these simple principles
working in practice, nor stop working to find
ways of introducing them in wider society.

Article by Bruce Poon, member of
Prosper Australia and Victorian Greens.

Parking Fees and Fines

There are 2 classes of parking fees. First
is private enterprise. Parking here is simply
collecting the ground rent and the lease fee
for the building/asphalt that is occupied. The
ground rent part of course should be public
property.

The second is parking on land owned by
the council; either as lots or on the roadside.
It is this latter which causes most irritation.
Silly restrictions and lack of other facilities
cause angst. So the Local authority has a
vicious fine system. These fines are used to
subsidise rich landowners who rail against the
rates.

By David Brooks, member of Prosper
Australia.
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THE HIGH COST

OF ROAD PRICING

By Richard Giles

There is an awful sickness in our
society. It has nothing to do with park-
ing for it is a sickness that impoverishes
our lives materially, intellectually, and
spiritually. The remedy is Georgism that
stems from natural law, not from man-
made and ad hoc solutions that are tried
because we have no faith in pursuing
Georgism itself.

Because it is the unnatural way to
address the Land Question road pricing
is a waste of human effort and resourc-
es. And that is strange for something
advocated to save nature!

Like all taxes road pricing makes
the community poorer and reduces
land values, hardly what Georgism is
about. Like all such waste it is totally
unnecessary.

Road pricing gives neo-classical
economists a way to obscure the Land
Question; it lets government appear to
know what it is doing; and it gives a
pseudo-industry a chance to make a lot
of money.

“‘The High Cost of
Free Parking’

It is no accident that The High
Cost of Free Parking was the key-note
address to a conference sponsored by
Wilson Parking and attended by those
who make parking meters, those who
sell them, those who promote them,
and those who use them.

Theory and Practice in
Old Pasadena

Since 1997 Professor Shoup has
promoted the same three views about
parking: (1) stop off-street parking (2)
set a ‘right price’ for parking so that
parking spaces are 85% filled and (3)
increase parking fees. He cites Old
Pasadena near Los Angeles as the
evidence of where his ideas worked.

He says there was a lack of public
investment there. Property owners and
retailers opposed parking meters until
an offer was made to invest all the
parking fees into making the area more
attractive. And that is what happened.
Mr Poon suggests that these parking
fees were a land tax.

Take a closer look and you see they
were just the opposite of a land tax.
For what persuaded property owners
was the fact that these improvements
were going to be paid for, not by any
charge upon them in the form of a land
tax, but by a user pays charge upon

motorists.

What really happened? Far from
stopping off-street parking government
actually built several off-street park-
ing stations and they were free! That
doubtless appeased the retailers. Also,
on-street parking comes uniformly at
$US1.25 an hour, hardly a price that
Professor Shoup would call a ‘right
price’. There was no effort at all to
introduce a ‘right price’. In Sydney
the professor called for $40 p.h..SMH
(7/11).

So what we are left with is that
Old Pasadena was revitalised by
parking fees.! When we know that

1 To the historian of the recent past
of Old Pasadena its revitalisation was not
a sudden one-off event caused by parking
fees but a gradual and complex one. Park-
ing fees arrived in 1993, some years after
it all started.

Old Pasadena is an area of 21 blocks
that needed a lot of improvement and
maintenance we must wonder how just
over $US1 m. annually in parking fees
could do the job!

Stop Off-Street Parking

The first thing to happen if off-
street parking were abolished is that
more cars would need to park in the
street. That would mean an urgent call
for more parking meters, and more
revenue to local government and to the
industry that provides them. True, in
many cities speculators hold land out
of use as parking lots. Parking fees do
nothing to stop this but land tax does.

Set the ‘Right Price’

But what of a ‘right price’ - a price
set so that one or two parking spaces are
always there when you want them? That
sounds marvellous. Has the idea been
tried? Not yet.

What is the ‘right price’? The
professor can only say that he will
know it when he sees it. Think. The
only constant among a sea of variables
is that 85% of parking spaces will be
filled. Doesn’t that mean a multiplicity
of confusing ‘right prices’?

Pricing or
Partitioning?

Those who promote pricing say
little or nothing about partitioning of
time and space and yet that is really
what controls parking.

The Pea and Thimble Trick

It is a bit like the pea and thimble
trick. By some deft flourishes our atten-
tion is diverted while the real action is
going on somewhere else. All one hears
is that the only way to manage traffic
and reduce congestion and pollution is
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by pricing. If ‘free parking’ is mentioned at all it is somehow
always “uncontrolled parking” where people do what they
like, where someone “monopolises a parking spot all day”; in
fact, “a planning disaster of Soviet-era magnitude”. But is it?

‘While the attention-grabbing razzle-dazzle of pricing
goes on you fail to see that it is the humble partitioning of
time and space that is doing the job. On practically every
street it is rationing space. If you doubt it go and look.
Partitioning works. Unfortunately, it does not make much
money.

Partitioning does not need pricing but pricing needs
partitioning. Merely putting prices on parking spaces without
any limits will allow someone to monopolise a parking spot
all day. Partitioning by time or use limits preserves our equal
right of access to land, the most basic principle of Georgism.
Pricing does not. It sets a condition on access. It excludes
those who cannot pay the price. It privatises. Together with
all the other fees and charges for common services it is perfect
for a class-ridden and elitist society.

“Partitioning by time or use
limits preserves our equal
right of access to land, the
most basic principle of
Georgism. Pricing does not.
It sets a condition on access.
It excludes those who cannot
pay the price. It privatises.”

.

The issue really is not getting the ‘right price’ but the
getting the right partitioning of time and space. This is where
councils today fail and fail badly. And it is where the trouble
was in Old Pasadena. The roads belong to no one. Freedom
of movement there is essential. That requires that they be
administered so that equal rights are preserved in their use.
Partitioning does that.

The Tragedy of the Commons

This same pea and thimble trick lies behind the whole
movement to price and thus privatise the commons: those
common spaces and common services which we have need to
use and thus to which, morally, we all have an equal right of
access.

It started in 1968 with Garrett Hardin’s The Tragedy of
the Commons. Let me quote Wikipedia: “The tragedy of the
commons is a dilemma arising from the situation in which
multiple individuals, acting independently, and solely and
rationally consulting their own self-interest, will ultimately
deplete a shared limited resource ...”

What Hardin neglected to point out was that he was
entirely ignoring the history of the commons. The commons

in England had been strictly administered (by partitioning)
for a thousand years. What had caused the degradation of
the commons had been its privatisation (enclosure) over
centuries. By denying commoners their rights, enclosure had
concentrated them on the few remaining commons leading
to congestion and a breakdown in their administration. In
fact, the 1833 pamphlet Hardin drew on was an argument for
continuing to enclose common land!

To repeat: our roads are common land. Georgists have
always defended common land. Why do some Georgists
want to privatise our last remaining commons?

We park for a multiplicity of purposes, sometimes for a
few seconds, sometimes for some hours. Rules have evolved
over the years to allow us to do this.

Unfortunately some who want to preserve the environ-
ment are making it worse by opposing the provision of more
common services and introducing measures that actually

prevent the optimal use of roads.

A

Increase the Price of Parking

With Proposition 13 in California it is no surprise that
local government in San Francisco is now impressed by
Professor’s Shoup’s ideas. In 2009 it began to install parking
meters that accept pretty well any form of money. This was
touted as more convenient - wouldn’t it be more convenient
not to pay at all?

There is only one machine for every ten parking spaces.
One woman, frustrated by their complexities, punched the
machine. She hit the “maximum” button and $US12 was im-
mediately debited to her account! There are now fines for not
paying to park. Is this convenient?

While the SF Chronicle announced a “parking revolu-
tion” and Professor Shoup called it “a world-wide precedent”
Chronicle readers were sceptical. There were 282 comments,
most critical. One said that under the guise of saving the
environment they were there to collect more money. Another
feared they would divert parking to neighbourhood streets;
another demanded a referendum to outlaw all parking
meters! But could ordinary people know more than Professor
Shoup?
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The Emperor’s New Clothes.

‘Spin’ can always ‘make the worse appear the better
reason’. In Wollongong ordinary people were not taken in.
When Council introduced parking fees motorists voted with
their wheels. They went elsewhere to shop, showing that the
deep suspicion retailers have about parking fees has some
foundation. The council twice reduced the parking fees but
public anger remained.

Here we see what parking fees can do. They interfere
with economic activity, make it harder to shop and to do busi-
ness; they introduce new offences, they complicate a world
that sorely needs to be made more simple and that could be
made more simple by Georgism. They help landowners avoid
land tax. They are taxes on ordinary people going about quite
ordinary business. They reduce economic advantages and,
thus, they must reduce economic rent. Their effect is to make
the community poorer.

The effort to re-invent parking fees as rents merely
divides the Georgist movement and diverts it from what
it should be doing, resolving the basic problem of private
property in land. The payment by landowners of economic
rent to the community should allow common land and com-
mon services to remain as free and as convenient to use as
possible. Why should Georgists make the world even more
complicated and stressful than it already is?

A Final Comment

In A Perplexed Philosopher (p.52) Henry George play-
fully quotes Herbert Spencer. Part of it reads “They have
so great faith in ‘the judicious mean’ that... (w)ere you to
inquire of them whether the earth turns on its axis from East
to West, or from West to East, you might almost expect the
reply — ‘A little of both’ or ‘Not exactly either”.

That is the position of some Georgists on the question of
road pricing. Asked about whether it should be used or not
they say ‘A little of both’ or ‘Not exactly either’. It is time to
decide. The Georgist movement is too small and too impor-
tant to become lost in a fantasy land of arbitrary charges
masqueraded as rents.

‘We can conserve the environment. The way is already
given us in the teaching of Henry George. I hope in a future
issue to explain what it is.

Richard Giles is secretary of the
Association for Good Government,
New South Wales and editor of its
journal. He teaches Georgist classes.
He recently resigned as a trustee of
the Henry George Foundation of
Australia.

See www.cooperativeindividualism.org/giles_georgist_strategy.html

Revolt over parking sting

TENS of thousands of drivers stung
with hefty shopping centre carpark
fees are being urged to push for a mass
claim for compensation.

The Australian Competition and
Consumer Commission will be
approached to consider a class action
against companies slugging motorists
up to $88 for failing to display tickets
on dashboards or overstaying at
supermarkets, local shopping centres
and major stores.

The Herald Sun has learned private
carpark operators pursuing debts have
chased details of more than 110,000
motorists through VicRoads since
January last year. Victoria’s Consumer
Action Law Centre wants a big test
case mounted against the size of the
charges after a deluge of complaints.

Policy officer Nicole Rich said the
carpark fees were ridiculous. “We
believe these charges are excessive and
unfair,” she said. She said some drivers
were booked as they walked to or from
ticket machines. Others were confused
they had to display tickets despite free
parking for the first few hours at some
sites, or didn’t see signs.

Operators that issue demands for
payment of “liquidated damages for
breach of contract” include Australian
National Car Parks, Care Park and
Parking Infringements Victoria. They
say the payment notices recoup
operating, processing and legal costs,
and can be waived if drivers have a
genuine excuse for breaking terms
and conditions. Motorists are usually
ordered to pay $66 within a fortnight,
or $88 plus legal costs after that.
Companies seek court orders to get
driver details from VicRoads.

The ACCC will have new powers
to launch class actions on behalf of
consumers cheated through unfair
contract terms from July 1.

Herald Sun, 2 June, 2010.
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THE PARKING DEBATE

An examination of two quite different views on parking fees. Are these views reconcilable
or do they represent two very different types of Georgism? By editor, Lloyd Churches.

‘When I received Bruce Poon’s
article ‘The High Cost of Free Parking’
I was very interested in it. The day
before I had received a document from
Mason Gaffney and noticed therein a
reference to Shoup and High Cost of
Free Parking so I concluded this was
something I needed to explore more.

Until this time I had a general
feeling that parking fees were similar
to land tax but I wasn’t totally sure
because I remember Richard Giles,

a respected Georgist teacher, saying
otherwise. In fact I thought I had

read something he had written on the
subject. So I contacted him to ask for
the document or if he would like to
write a response to Bruce Poon’s article
and that’s when he wrote ‘The High
Cost of Road Pricing’. I had hoped
that having two different points of view
would bring about an better understand-
ing and I imagined that the views were
reconcilable, each being valid in certain
situations. If you have not read these
two articles (in the previous pages) then
I suggest you do so before reading my
comments on them below.

Changing Perceptions

Have the articles changed your
perception? Why? The following quote
may explain. “ We see the world based on
our perspective, which can have a dramatic
impact on the way we perceive things. For
example, many experiments have been
conducted in which two groups of people are
shown two different drawings. One group is
shown, for instance, a drawing of a young,
beautiful woman and the other group is
shown a drawing of an old, frail woman.
After the initial exposure to the pictures,
both groups are shown one picture of a more
abstract drawing. This drawing actually
contains the elements of both the young and
the old woman. Almost invariably, every-
body in the group that was first shown the
young woman sees a young woman in the
abstract drawing, and those who were shown

the old woman see an old woman. Each
group was convinced that it had objectively
evaluated the drawing. The point is that

we see things not as they are, but as we are
conditioned to see them. Once we understand
the importance of our past conditioning, we
can experience a paradigm shift in the way
we see things. To make large changes in our
lives, we must work on the basic paradigms
through which we see the world.”!

After reading the first article I was
for parking fees but after reading the
second article I was against them. And I
do feel like I've experienced a paradigm
shift. Many of us have learned to see
the cat but what type of cat did you see,
was she a young cat or an old cat? So
now that I've let the cat out of the bag
(pun intended), lets examine the picture
and hopefully bring clarity to the fuzzy
bits.

1 www.quickmba.com/mgmt/7hab/

What Are The
High Costs?

In Bruce’s article the high cost
of free parking is the price you and I
as taxpayers pay in income taxes, etc
because we didn’t collect the parking
fees (which could reduce the need for
income taxes). In Richard’s article the
high cost of ‘road pricing’ (which I as-
sume includes parking) is the actual fee
you pay for the parking spots and it is
also the loss of freedom to access land,
a more intangible cost.

The other costs that Bruce refers
to in ‘a planning disaster of Soviet-era
magnitude’ appears to concern not so
much the pricing of parking but the
regulations upon private land to require
parking places. This is what leads to the
distorted urban form and sprawl. I think
Bruce sees the compulsory parking
places on private land as something that
promotes the car culture, oil consump-
tion and therefore climate change.
Richard Giles assumes that Shoup
wants to stop off-street parking whereas
to be fair, I think all he wanted to do
was stop the regulation to force park-
ing places. An interesting point, what’s
the opposite of a regulation to provide
offstreet parking, is it a regulation to
stop offstreet parking or to not to have a
regulation at all? I suspect the principle
for good town planning is to minimize
regulations on both private and com-
mon land, let common sense decide.

Is Partitioning
Enough?

Richard maintains that partitioning
is all that is required to give everyone
equal access to parking places. But is
it? I assume partitioning refers to space
partitioning, time zones, time limits
and type or size of vehicle or vehicle’s
owner. Of these I think the time limit is
the most important. Do parking atten-
dants still use the old chalk mark on the
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tyre to know if someone has been there
too long? But people can get around
that by moving their car just before the
limit is up to another space nearby. If
there was also a modest parking fee it
could provide the incentive to leave the
area completely and so give access to
another. But again, just the inconve-
nience of needing to repark the car can
also provide that incentive.

Are Parking Places
Really Public?

I had generally accepted that public
or common land should have no fees.
It just feels right. So I was searching
for the principle that would support
parking fees and I thought I had found
it. When is a public place no longer
public? Answer: when you are excluded.
‘With roads a car only occupies a posi-
tion on the road for a fleeting moment.
They move on and make space for
others. But when I see parking places
in central business districts always full I
have to wonder is this land really public
anymore. If T am not allowed to stand
there, haven’t I been excluded and exclu-
sion means its private. That’s not quite
true though. I am not totally excluded.
I still have a chance, although slim,
to park my car there. The partitioning
rules are working to increase access to
as many people as possible.

Tendencies towards
a Class Society

When we look at a very expensive
city area and the rich people with
their fancy cars eating at their fancy
restaurants before going to expensive
entertainment it can be very tempting
to make them pay through the nose
for parking. After all, they are using
land that should be for everyone and

if you aren’t going to use it for parking
then you may as well use it to reduce
other taxes on yourself. Rather than
equalizing the rich-poor divide through
compensation what is really happen-
ing is we are entrenching the rich-poor
divide as parking fees would segregate
rich from the poor.

Also whenever you pay for some-
thing, people quite often misunderstand
and think they are paying for usage of
parking space when in fact the pricing is
meant to be a device to equalize access
to it. So pricing leads people to think
they have a right to the land because
they paid for it.

Pricing of parking does another
thing to move society towards classes. It
creates vested interests. Businesses that
profit from pricing are private parking
houses and parking meter manufactur-
ers and repairmen and financial transac-
tions companies like Visa, Mastercard
and the Banks. Once you create these
vested interests it makes it much harder
to remove them because the vested
interests will fight back.

Motivation of
collecting rent
of private land

The main idea of Georgism is to
collect the rent of private land. Where
I see two quite different perspectives
emerging is in the motivation of why
we do that. One group is focused on
user or beneficiary pays and economic
efficiency and the other is focused on
addressing the injustice of private land
and minimizing the power of private
interests. One group wants to maximize
the rent yield in order to finance great
infrastructure projects and public servic-
es and remove other taxes and the other
wants to maximize the acesss to all land
by reducing costs and will use revenue
to further protect the equal right to
access land. One sees collecting rent as
a way to finance the removal of taxes
whereas the other fights for removal of
taxes based on their injustice.

Mason Gaffney, a respected
Georgist researcher and author clearly
falls into the first group and here is a
quote showing how to maximize the

rent yield. I don’t show this in order to
disrespect him, only to show how that
there are great Georgists on both sides
of this issue.

When ROWs (Right of Ways) are con-
gested, direct use has high marginal social
cost, and could and should be used to raise
revenues. Peak load tolls on ferries, bridges,
and controlled highways are obvious cases.
Parking fees for downtown streets are an-
other: think what revenues New York could
raise from the street parking it now gives
away on land worth up to $2,000 per square
foot, or about $600,000 per parking space.
Moving vehicles also take up scarce space:
electronic means of measuring vehicle space
usage are now technologically and economi-
cally feasible and in actual use in several
stretches of congested space, like California
#91 in Orange County. Taxi medallions
in Manhattan now trade for over $200,000
apiece, values that could easily be socialized.
Oversized, space-hogging vehicles can and
should pay more.? And another quote:
Parking meter fees must be limited to the cost
of paying for the meters and metermaids.’

Implications for
the movement

Obviously to be an effective move-
ment we have to have a clear vision of
what we want and equally important
what we do not want. Choosing the
wrong path may be worse than delaying
our goal, it may actually lead us away
from it. The first principle is the equal
right of access to land. The second
principle is the collection of rent from
private land. Focus on sharing rather
than compensation and imposing costs.
Focus on eliminating vested interests
and returning private land to the
commons.

For me the path is now clearer and
for that I thank Richard Giles.His article
is spoken with the type of clarity and
conviction of Henry George himself.

I welcome any comments on the
parking debate for publication in the
next issue of Progress.

2 Appendix 1 An Inventory of Rent-
yielding Resources by Mason Gaffney,
Chapter 8, p227 of The Losses of Na-
tions edited by Fred Harrison

3 Mason Gaffney p14, www.
masongaffney.org/class/Harmful Falla-
cies_in_Economic_Discourse.pdf
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PROSPER AUSTRALIA NEWS

Latest news from our Secretary, Anne Schmid.

We welcome all our new members
for 2010 and hope that they will be
able to come to our first forum for 2011
at our offices in Hardare Lane. The
topic is ‘A Grounded Tax System for
Australia’ presented by David Collyer.
Important tax issues are being raised
in the wake of the Henry Tax Review.
In the light of our continuing research
and the emphasise that we place on the
importance of economic rent we believe
that we have an important role to play
in the designing of a tax system that ad-
dresses today’s situations. All welcome.
Starts 7 pm Thursday 24 February.

The first executive meeting for
2011 will be on Thursday 10th February
at 6.40 pm. Come along and meet the
Executive. Agenda topics will include
subminssions to the tax reviews, forum
topics for 2011 and promoting our
wares at the Melbourne Sustainable
Living Festival and more.

Yes, at the Sustainable Living
Festival from 18th to 20th February
we will be showcasing our organisa-
tion along the banks of the Yarra and
around Federation Square. Come and
look us up during this time under our
Earthsharing Australia banner. See
festival.slf.org.au/currentexhibitors.

A reminder that Prosper Australia
membership renewals falls due in April
and everyone will be sent a renewal
notice during March.

Over January we were very pleased
to have interstate members look us up
while holidaying in Melbourne.

A happy
and prosperous
new year to you
all, sincerly, -
Anne Schmid,
Secretary.

Richard Giles Resigns

Dear Richard, The Trustees of the
Henry George Foundation (Australia)
have voted unanimously to write to
you, and thank you for your long and
valuable services to the organisation. It
is with deep regret that we accept your
resignation.

Your input and efforts in the educa-
tion of Georgist philosophy together
with its implications for social justice
will endure and you have made a per-
manent impression on all.

‘We wish you well and success in
your future activities and know that you
will always be a supporter and advocate
of the Henry George philosophy.

Yours sincerely, David Brooks,
Secretary of Henry George Foundation
Australia. 10 December 2010.

Contact
Information for
Related Organisations

ACT
Association for Good Government
goodgov@bigpond.net.au
Phone: 02 6254 1897
Office: 1/2 Holt Street Holt 2615
PO Box 4376 Manuka ACT 2603
NSW
Association for Good Government
goodgov@westnet.com.au
QLD
Site Revenue Society - David Spain
dspain@spains.com.au
Phone: 07 5574 0755
PO Box 8115 Gold Coast 9726
WA
Georgist Education Association
WWwWw.gea.org.au
contact@gea.org.au
Phone: 08 9279 5590
Office:1/20 Old Perth Rd (PO Box 472)
Bassendean, WA 6934

Prosper Committee

Robert McAlpine. . ........ President
Anne Schmid. ............ Secretary
Karl Williams ............ Treasurer
Lloyd Churches. . ..... Vice-President
David O'Rourke .. .... Vice-President
David Barkley

David Brooks

Bruce Every

John Poulter

Andy Moore

George Juross

Bryan Kavanagh . ... .. Public Officer

Prosper Staff

Anne Schmid. ....... Office Manager
Karl Fitzgerald. . .Projects Coordinator
Gavin Putland . . . . .. Research Officer
David Collyer .. Campaign Developer

Websites

WWW.prosper.org.au
www.earthsharing.org.au
www.lvrg.org.au
www.taxreform.com.au
realestate4dransom.com
www.iwanttolivehere.org.au
www.3cr.org.au/economists
youtube.com/earthsharing
grputland.com
thedepression.org.au
www.hgfa.org.au
www.hgclub.com.au
WWWw.gea.org.au
www.associationforgoodgov.org.au
www.resourcerentalsrevenue.org
www.henrygeorge.org
www.thelU.org
www.michael-hudson.com
savingcommunities.org
www.cooperativeindividualism.org
www.earthrights.net
bubblepedia.net.au
WWW.progress.org
www.landandliberty.net
www.schalkenbach.org
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NEW RELEASES

Available from Prosper’s bookstore.

Aftershock by Philippe
Legrain. This incisive assess-
ment of the post-crisis world
looks at what went wrong,
and how to learn from past
mistakes. Reporting first-hand
from around the world — frozen
Iceland, anxious America and
Australia, invigorated India,
bubbly Brazil and futuristic
Shanghai — as well as from

AFTERSHOCK

PHILIPPE LEGRAIN

Britain, the book combines
expert analysis with provocative
opinion to warn of the dangers ahead.

‘What are the risks of another housing bubble and finan-
cial crisis? What should governments do about their huge
deficits and debts? Where will future growth come from?

Available from Prosper’s library, not bookstore.

The Alodia Scrapbook. ) _
At th.e turn of the 21 §t century, _['_| _‘L) ; ﬁ_] 1ad
Alodia was a struggling, debt- sl
Vol. 1:

saddled, former French colony
in West Africa. Its agriculture
and industry functioned well

Creating
a New
Paradigm
2001-03

below their capacity; it had a

large and growing population of
AIDS victims; it had deepened
its people’s suffering in order

to secure debt relief; its natural
environment had been deeply

HENRY GEORGE INSTITUTE

degraded. However, Alodia
differs in one significant respect
from all the other nations in such straits: it is fictional.

With “primary sources” - newspaper and magazine ar-
ticles, photos and behind-the-scenes glimpses, this book tells
the story of Alodia’s transformation from within by means of

“vision, education and common sense.”  AU$10

r
Are you a trial subscriber? JOI N Us
If you like the ideas you’ve read Australia/NZ members $30
here please join our organization, (Membership includes Progress)
Prosper Australia. Membership Progress subscription only Aus $15,
costs $30 and includes a NZ/Pacific A$30, Other A$35.
subscription to Progress.
Ways to Join
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. Ring us - Name:
«  Via the website  Address
° Post’ Fax or Ema|| YOUP s
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AUSTRALIA’S BIG 4 BANKS

‘. ’e SUCI'( Collectingwealth Bank /

your money until it's our money

a guaranteed fee with every transaction

Irrational

Avustralia Bank
Maklng bank[ng a pmn in the... Where your money doesn't make cents
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