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Foreword


JUST OVER seventy-five years ago Leon MacLaren joined with his father and others to found the School of Economic Science in London. The School’s purpose was to study natural laws governing relations between men in society and that was why they called economics a science. So far as they were concerned a science is a study of laws that already exist in nature; economics is a human study; and therefore its heart is the study of human nature and its interaction with the natural universe. The essence of their approach was that laws are discovered from the nature of things and are not the product of human will, although there is human scope for adaptation and elaboration – and error.


They drew this vision of economics from the writings of Henry George but declined to be enslaved to his doctrines. Convinced that truth and justice were valid and essential guides in their study, they kept their teachings under constant review and developed an understanding of economic laws, and courses for teaching them, which have profound relevance to the modern world.


When the School was founded in 1937 Britain and the world were struggling to emerge from the worst economic depression in human experience. Poverty was widespread and with it came disease, crime, shattered morale and frustrated lives. Yet still some were able to amass large fortunes while the great majority of people struggled to establish and maintain the most basic living standards. Some corporations and privileged individuals prospered while ordinary people found their wages reduced to a bare minimum amid cut-throat competition from their fellows for every available job. John Maynard Keynes offered an answer with his General Theory of Employment, Interest and Money but it actually took a world war to change the situation.


In the ensuing seventy five years the wheel has turned full circle. After the horror of a world war followed by sixty years of relative peace, the world economy is transformed, but still faces the same difficulties. Britain, America, Europe and their trading partners once again struggle to emerge from the deepest recession since the 1930s and that affects the whole global economy. Once again people, especially young people, struggle to find employment; living standards are compromised; morale is low; and John Maynard Keynes’ solution of government intervention and subvention is still seen as the answer even though it is obvious that governments cannot afford it. People everywhere cry out for a new understanding of economics while economists, politicians and business moguls insist on re-establishing the old model as quickly as possible. If there is a difference, it is that the economy is now global, the world population is more than twice what it was then, and the disparities, nationally and internationally, between rich and poor are even greater than they were in the 1930s.


So what do truth and justice have to say about this? The first thing is that there is no excuse for it. There is, in truth, no excuse for poverty and justice requires that human beings find the means to eliminate poverty wherever it appears. There are two factors involved. The first is individual human beings. Where people will not work and produce wealth for themselves and others, poverty is inevitable. That is, or should be, a matter of personal choice. But the second factor is equally important and compelling and not a matter of individual choice: where economic systems deny people access to all that they need to work and produce wealth for themselves, poverty is equally inevitable and injustice its inseparable companion.


Leon MacLaren set out to discover and expound principles of economics founded in justice in response to the needs of his time, but also to the needs of human beings in all times, including ours. The result was the courses of which this book is a distillation. He was able to expound key principles of economics which, if observed and applied now, can offer a brighter, more secure and more civilised future for the human race living in harmony with each other and the natural world.


The first principle is the simple observation that man is a land animal. From this observation flows the realisation that economics is primarily about the interaction between humanity and the land from which all material wealth is ultimately derived. Therefore the conditions under which individuals and businesses have access to land are crucial to economic outcomes. Allow ready access to land and, with corresponding access to necessary capital, people can produce all that they need. Restrict access and those who can command access obtain a huge economic advantage over everyone else. The fundamental economic problem becomes that of allowing ready access to everyone who will make use of it while providing sufficient security of tenure once access is obtained.


The second principle is simple justice – to render to everyone their due. This includes the economic opportunity to create wealth for themselves and their families and the right to the full fruits of their labour. With this comes the observation that economic disparities are caused when people are denied the full fruits of their labour, allowing some to accumulate wealth at the expense of others.


The third principle is that human beings are gregarious and naturally work together to create and share wealth and improve their collective lives. It has long been observed that human beings are much more economically productive when they work together. This offers the prospect of prosperous communities of prosperous individuals which are the just outcome of economic arrangements in harmony with the laws of human nature.


A fourth principle might be called the principle of development. It is based on the unfashionable observation that both the universe and human society are natural hierarchies accommodating level upon level of ability, scope and refinement. The working out of this principle in relation to society and its economic arrangements, as well as to humanity, is perhaps the single most distinctive and important contribution that Leon MacLaren makes to economic thought.


All this is laced with the conviction that all human beings have immense potential to fulfil and that their happiness and well-being turns on the freedom and capacity to fulfil that potential. Economic arrangements can facilitate or hinder human development, but they cannot prevent it except when they deprive people to the extent of condemning them to ignorance and starvation.


Simple principles such as these provide the basis for reviewing and assessing the problems of modern economics. Money and banking, markets and international trade, public revenue and taxation, human development, the role of governments, environmental impacts, can all be assessed and re-assessed in the light of simple principles that point to the potential for human beings, even in their present and expected unprecedented numbers, to live harmoniously with each other and the Earth in freedom, mutual respect and peace.


This book distils Leon MacLaren’s thought as he set it out in a series of written courses in the late 1960s with the help of others, most notably Peter Green who was then Principal of the School of Economic Science. It has been brought up to date to demonstrate its continuing relevance and importance. The principles set out here address the social and economic aspects of the human problems of living together in harmony and peace. Leon MacLaren spent much of his life and energy addressing the other aspect, that of the choices individuals make about realising their own potential. Ultimately they are two sides of the same coin. Economics and philosophy stand together to point out ways to human fulfilment. This too is a message for the present time. If there is an urgent need to re-assess our understanding of economics, there is an equally urgent need to re-assess our understanding of ourselves. Leon MacLaren’s work and thought can help with both.


IAN MASON


Principal


School of Economic Science


August 2012





Introduction


Who Was Leon MacLaren?


LEON MACLAREN was born on 24 September 1910 in Glasgow and christened Leonardo da Vinci MacLaren. In the course of his eighty-three years, through the courses he developed and taught at the School of Economic Science in London, MacLaren has influenced and continues to influence thousands of people around the world. And yet, he rarely spoke about himself and scant details are available of his personal life.


His father was Andrew MacLaren,1 a true polymath whose talents, wit and oratorical gift laid the foundation for his son’s development in many directions. Convinced that the principles of Henry George offered the way out of the misery and poverty which he had seen around him in Glasgow as he grew up, Andrew began almost before he was out of his teens to campaign fiercely for land and tax reform. In 1922 Andrew MacLaren was elected as a Labour Member of Parliament.


From his father Leon MacLaren inherited a profound knowledge of music and the arts as well as a deep understanding of the laws of nature. One day he asked his mother about the great book which his father frequently consulted when preparing his speeches. So it was that he first came to read Henry George’s best-known work, Progress and Poverty.


When he was sixteen, sitting by a lake, he had an experience which set the direction for the rest of his life. In his words:


It became very clear to me that there was such a thing as truth and there was such a thing as justice, and that they could be found and, being found, could be taught. It seemed to me that that was the most valuable thing that one could pursue. So I resolved to pursue this when I was twenty-one.2


True to his resolution, in 1931 amidst the turmoil of the severe economic depression, MacLaren joined with a dozen or so young enthusiasts for the movement to promote land value taxation and they began to give free lectures on economic justice. As the lectures progressed it became apparent that the terms used in Economics lacked clarity and consistency and led to confusion. He decided as a result to set up a school to enquire into truth and justice, though as yet he had little idea what form such a school should take, apart from a notion that it should be Socratic in method.


Begun in 1937 with the help of his father, the Henry George School of Economics initially met in a Parliamentary committee room. A year later the first public evening classes were offered. By 1939 some three hundred people were studying the economics material he had written.


To support himself MacLaren studied law and in 1938 he was called to the Bar at the Inner Temple. The following year he was nominated to stand for Parliament against no less a person than Winston Churchill. Perhaps happily for the future of the School, when war was declared the election was cancelled.


As war began some members of the School joined the armed forces and for a time no classes were held. He himself was exempted from military service on medical grounds and undertook civil duties. The Blitz in 1940 prevented any reopening but soon afterwards evenings were booked in a restaurant and the classes widely advertised. MacLaren described how students bravely walked to and from the meetings along streets lit only by the flames of burning buildings.


Despite the hazards of wartime, serious work continued in order to understand Economics and develop the teaching material. It was decided to offer a correspondence course. The course they developed analysed in depth the theories of the classical economists, among them Locke, the French physiocrats, Adam Smith and Ricardo, and debunked the 19th century wage fund theory and the doctrine of Malthus. The School’s aim was to eliminate misconceived economic ideas generally prevalent in society, such as the idea that capital employs labour (implying that employment and output rest primarily on the availability of capital); and that natural resources, or land, are scarce, severely limiting the production and distribution of wealth.


The School taught by contrast that land and labour are the primary factors of production, that were these both free to cooperate fully there would be no scarcity, and that capital defined accurately as ‘wealth employed to produce more wealth’ is the product and servant of labour.


This approach also highlighted shortcomings in the teaching of Henry George. In 1942 the name Henry George was dropped and the School became ‘The School of Economic Science’, the word ‘science’ signalling the belief in the existence of natural laws of Economics and a method of direct observation free from personal opinion and vested interest.


During the last years of the war finances were strained to the limit and student numbers fell. MacLaren responded by writing a textbook, Nature of Society, presenting a concise account of the distinctive principles of Economics developed by the School to date. First it offers a systematic account of the principles relating to rent, wages, capital, credit, money and taxation. The book gives a central place to the relation of the individual to the community, the very purpose of the latter being to allow full scope to the inherent qualities of every man and woman. Freely available, marginal land and fair taxation release the creative talents of those who work.


The book also takes a major step in presenting a correction of the view that interest is a natural return on capital, showing instead that it is simply a charge made for a loan of money:


Clearly, the power of the lender to command interest has nothing to do with the use to which the loan is put. Whether the borrower uses it to build a factory or acquire a dwelling house, whether he spends it on tools of his trade or gambling on horses, will make no difference… The coupling of interest with capital has been an unfortunate error prolific in its progeny of falsehoods. It arises from confusing the power to exact payment for loans with the use to which some of the loans are put… It gives to the idea of a loan a quality it should not possess, a suggestion of productiveness and of social benefit, obscuring the indebtedness and dependence which the loan so plainly advertises.3


Marking a definite break with Georgist doctrines, this view implies that capital as wealth used in the production of further wealth, is not a factor of production in itself, but is merely stored-up labour and land. The elaboration of the understanding of capitalism and in particular of the limited liability company which follows, thoroughly undermines the generally accepted view of capitalist economies.


Although much of the Nature of Society was based on course material which MacLaren had himself written, as it approached completion he found himself unable to write a conclusion.


At this crucial moment he chanced to meet Peter Goffin, author of a book called The Realm of Art, a wide-ranging survey of ideas about the nature of humanity, society, art, science, religion, evolution, creativity and free will. It also discussed aspects of philosophy: reality, mind and matter, knowledge, and most importantly for the way in which the School was to develop, consciousness. The book was full of quotations from many eastern and western sources. Several of this great pot-pourri of ideas accorded particularly with MacLaren’s search at that time: the emphasis on Man’s potential for growth and creativity; the concept of human nature being rooted in love and harmony; the evaluation of eastern ideas; or simply the centrality of consciousness.


The impetus given by this encounter was the inspiration needed to write the final chapter of the book. Entitled ‘The Law of Human Progress’, it began with the following sentence: ‘The purpose of being born is to live and of living, to live more abundantly.’ The concluding sentences pointed in the direction of future philosophical enquiry, which may have surprised students of Economics, but was to enrich greatly the life of the School and in so doing to deepen the study of Economics:


Though a society is at war with itself, the retrogression may be arrested and the conditions of progress restored if the members of the community will use their natural powers to understand their predicament, to discover in what elemental respects they are denying their own nature. There has been of late a welcome flowering of philosophical thought, drawing its inspiration largely from those old eastern civilizations which gained such deep understanding in the subjective mode, and, if this prospers, it may enrich and balance the intensely objective knowledge of the natural sciences.4


A successful series of lectures on Philosophy given by Peter Goffin at MacLaren’s invitation made it clear that from the level of natural law the School must now inevitably move on to investigate human nature itself, asking questions about mind, spirit and existence: from the study of Man in society to the study of Man himself. In August 1944 the constitution of the School was amended to reflect this development. The new primary objective became:


To promote the study of the natural laws governing the relations between men in society and all other matters ancillary thereto.5


In accordance with the School’s principle of ‘learn and teach’, as understanding developed so the courses evolved and increased until by the 1960s the Economics curriculum consisted of nine terms of ten weeks each. Rather than seeing Economics as an isolated field of enquiry, the course had become a study of human beings and their economic customs and practices. It included a view of the whole of society, justice, ethics, politics and history, as well as the production and distribution of wealth, expanding the students’ viewpoint and revealing the underlying law and harmony in human affairs.


Leon MacLaren died on 24 June 1994 in his eighty-fourth year. The School he founded continues to flourish and to expand its fields of study.


Leon MacLaren’s Economics


This book is based on the last Economics course in the preparation of which Mr MacLaren was directly concerned. It was delivered over three years of three terms each, commencing in 1966. The Introduction to this course begins:


Our subject is Economics. Through this study we shall aim to discover the natural laws which govern the relations between men in society, and the laws, customs and practices by which communities are governed.


We shall see that this is a vast and noble subject. There is nothing petty about Economics. If it begins to appear petty then we have lost our way in a fog of detail and it is time to step back and widen our view.


In the course of our studies we shall need to consider trade, money, taxes, interest, rating and so on. But let us never forget that these should be the servants of society and not its masters. Economics is primarily about men and women and communities – not interest rates, foreign exchange and limited liability companies.


We must also realise that, without understanding, theories are useless in Economics: they can lead us a terrible dance. How then are we to work? We must learn to rely on observation and reason. When we have begun to see for ourselves and to get back to original causes, then we can use theories to help us to formulate the economic laws.


Now observation should be simple for us, for Economics is a study of Mankind. This being so, the evidence we need is all around us. Why then is the understanding of Economics so elusive? Why does it attract so much mystique and so much controversy? We shall discover this for ourselves all too soon. Since childhood we have been subjected to other people’s ideas, theories and prejudices. First from our parents, then school teachers, professors, friends and those with whom we work. Even more have we been exposed to the claims, dogmas and prejudices of politicians and the media. In self-defence we have built up our own body of opinions – probably without realising it. Now, as we try to look afresh at the world around us, we shall find these opinions rushing in to colour what we see. A very special effort is required to set all this aside and to see objectively. This is the only way to study Economics, but if we can master this art we shall find it boundlessly rewarding.


MacLaren’s definition of Economics is to be found in the first paragraph above, and in the objectives of the school he founded. These he expressed as ‘The study of the natural laws which govern the relationships between men in society’, to which he appended in his book ‘principally as these relate to the creation and distribution of wealth’.


He noted also that ‘The purpose of society is that, by cooperation men may grow in skill, happiness and knowledge, thus leading to prosperity in every sense.’ These, he suggests, are the foundations for the study of economics: ignorance, poverty and misery – embodying injustice – the alternative. MacLaren put it simply in a lecture in 1951, ‘Some men work to maintain others who labour not. That is unjust.’6


The definition quoted above is the beginning of a number of significant departures from modern academic Economics. Its focus is to uncover root causes rather than to explore statistical inferences, and the reference point is not men and women as consumers but as noble, free and independent beings.


The 1966 course refers frequently to ‘master-men’, a concept that has gone almost completely out of mind and requires some explanation. In the English tradition, a master-man was one who fully supported himself and his dependents by his own means, having achieved a recognised degree of skill or experience in his trade or profession.7 Such a man would in today’s terms operate his own business and not be beholden to another for a job. The position implies personal pride, dignity, strength of character and integrity. A master-man enjoyed an independence and freedom not enjoyed by those whom he employed. The term does not imply any hierarchy of professional work.


The alternative to supporting oneself as a master is to be an employee, which, although the term is unfashionable today, is to be a servant.8 The vast majority of the population today are servants even if they have responsibility for others in the organisations they serve.


English-speaking peoples, he pointed out, pride themselves on their freedom and the civil law enforces this. But anyone who can lose their livelihood at short notice is hardly free. Economic policies that merely encourage employment and support the poor diminish the prospect of individuals finding a fulfilling life.


To discover the conditions which allow every individual to find a fulfilling life is, he considered, the true goal of Economics.


This Book


The 1966 Economics course was prepared for a London audience. The subject matter of the course was illuminated with examples which would have been familiar to that audience.


This book aims to present the principles and themes of that course to a contemporary audience throughout the English-speaking world, where the forces of language, law, religion, government, customs, and public institutions are all essentially the same. As will become evident, these forces play a major part in our economic life. To accommodate this wider audience, examples and statistics have been drawn from all these countries, but the structure and text here broadly follow the original material. There is inevitably some repetition as the subject matter is considered from different perspectives.


Section 1 deals with first principles, and provides the basis for all subsequent discussion. It considers the foundations from which we can begin to view economic activity and the natural laws that govern the creation and distribution of wealth (Chapters 1 to 3).


Chapter 4 introduces the additional forces operating on top of these foundations in the capitalist economic system. Chapters 5 to 7 return to first principles, dealing with the factors that make exchange possible. These include value, price, credit and money. Understanding what these are and how they operate has engaged philosophers and economists for millennia. Leon MacLaren’s approach is to start afresh, beginning with observation of how the factors come into play. The result is a clarity that is wanting in much economic thought. Some of the examples have been modified but the thrust of the text follows the course material.


Throughout Section 1 historical and contemporary examples are used to illustrate first principles. In Section 2 (Chapters 8 to 14) the situation is reversed and first principles are used to explain the major phenomena of the capitalist system, particularly as they manifest in the English-speaking world. These include money, banking and inflation; how production is organised; international trade and finance; economic cycles; and taxation. A description of the historical development of some of these systems is given to show how the forms, as they appear today, have evolved.


Much has changed over the fifty years since the course was prepared, and modifications have been required to bring this section into the 21st century. At that time it was generally accepted that economic cycles had been eliminated, the banking system operated in a manner closer to its traditional roots, and currencies were fixed against the American dollar (and in turn against gold). International trade and specialisation have advanced rapidly. I have extrapolated from the course material to deal with these changes as I envisage MacLaren would have responded. This applies especially to the chapter on banking. The history of the concept of limited liability in Chapter 11 has been adapted from a later version of the course to fill an obvious gap.


A further change is that the volume of statistical information available has increased enormously, especially data covering long periods of time. This information makes many of the original arguments more compelling.


Section 3 starts to consider broader issues. Chapter 15 examines land tenure in Anglo-Saxon times and the duties associated with occupation of land, and traces how these duties have gradually been eroded over time, until today we accept absolute ownership of land without any concomitant duties. This leads in Chapter 16 to a consideration of private property: the differences between private property in what is produced, and private property in what is given by nature.


Chapter 17 looks at the natural roles of government: law and justice. Following Justinian’s definition, justice is served by each person carrying out his or her duties. These duties have first to be discovered. In the civil sphere we find that they are recognised and are largely followed. But in the economic sphere this is not the case.


Chapter 18 moves on to consider the economic duties, both of individuals and of the whole community.


Section 4 (Chapters 19 and 20) considers society as a whole, examining the forces that govern and direct it at different levels with differing degrees of power and influence. Here Economics is given a place within nations, nations within cultures, cultures within civilisations, and civilisations within Mankind as a whole.


[image: Image]


1 See John Stewart, Standing for Justice: A Biography of Andrew MacLaren MP.


2 Brian Hodgkinson, In Search of Truth.


3 Leon MacLaren, Nature of Society and Other Essays, page 45.


4 Ibid, page 169.


5 Brian Hodgkinson, In Search of Truth.


6 Leon MacLaren, Justice.


7 To the extent that to be offered support from the state, such as free education, would be regarded as an indignity.


8 Although dictionaries distinguish a ‘master’ from a ‘journeyman’ or one who is learning the trade or profession.





SECTION 1


First Principles


The principles that guide us, in public and in private, as they are not of our devising, but moulded into the nature and the essence of things, will endure with the sun and the moon – long, very long after Whig and Tory, Stuart and Brunswick, and all such miserable bubbles and playthings of the hour, are vanished from existence and from memory.1


EDMUND BURKE


(as quoted in the Nature of Society)
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1 Draft letter to Bishop of Chester, 1771, Correspondence, 1 pp332-3. Note: Whig, Tory, Stuart and Brunswick were the political parties of the time.





CHAPTER 1


Preliminaries


HUMAN BEINGS live in the natural world, transforming it to create what they want and the conditions in which they want to live. For practical purposes the natural world is the dry surface of the earth, the transformation is production (work) and the result wealth (the product of work).


These then are the primary factors – human beings, land and work – underlying all Economics, the study of which transcends any particular economic or political system.


The intent here is to keep the picture very large, to include all generations, past, present and future. We inherit the wealth of our forebears and bequeath to our children the product of this generation.


We are social creatures and live in communities. The community by its existence provides for an individual’s development and support. A community requires a location on the dry surface of the planet. The proximity of the community as a whole to any place where people work dictates how much support the community provides towards an individual’s productive efforts on that site. The variations in productiveness can be vast.


In this chapter the comparative advantage one site has over another is expressed in terms of money, but whenever wealth is mentioned, we are referring to goods and services produced, not money.


Throughout this book production includes both goods and services.


1.1 Humanity


To discover the natural laws we must examine the nature of the different factors in our study. Let us start with men and women. All men and women have needs: the basic needs for existence and the secondary needs for a full life.


Basic Needs


The basic requirements for human life are air, water, food, warmth, shelter and the capacity to have children.1


The fundamental needs arise from human nature and are major factors in shaping society. As society evolves the needs become refined. Air may be scented, water brewed with tea or coffee or distilled into whisky. Food may be blended with herbs and spices; clothes become subject to taste and fashion. Shelter may also be large, ornate and spacious or small, simple and cosy. The responses to fundamental needs are adapted in different ways according to times and places.


Secondary Needs


To fulfil only these basic needs would provide a bleak and unsatisfying existence. From our nature arise also the needs for mental, emotional and spiritual development through education, entertainment, sport, philosophy, religion and all the arts and sciences.


People work to meet both basic and secondary needs for themselves and their dependants. Parents who do not work hard to care for their children are considered unnatural; men and women exert themselves for their hobbies and sports; many artists work hard to produce paintings they cannot sell; and poets compose sonnets no one wants to hear.


All individuals have talents in greater or lesser degree, but only through development and use can talents be realised. A fine baritone voice is of no use if its possessor does not sing, and if he stops singing his voice will deteriorate. A concert pianist must practise every day, lawyers and doctors cannot afford to neglect their vocations for very long. Talents must be used constantly if they are to flower fully, and this involves work.


When people work they do not only consider the reward. Indeed if someone is engaged on work for which they are naturally suited and which uses their creative powers, the difficulty can often be to stop them working.


It is in human nature to work.2 When we see a young child copy the grown-ups there can be no doubt that to work is natural. Only by work are people able to develop their full potential. And by the fruits of their work they are also able to satisfy their desires, more or less fully, as the case may be. The incentive to work appears to come from within, for both their appetites and their powers give quality and drive to what men and women do. In short, it seems that everyone works to live, and that living has a different meaning for each. Perhaps the strong compulsion to work within us all is nothing less than a manifestation of the will to live.


If, however, people are forced into work which is not to their liking, and are prevented from pursuing work which uses their natural talents and aptitudes, their will to work may be weakened. Equally, to be able to enjoy the fruits of another’s labour with no effort of one’s own may also weaken the will to work.


The study of Economics cannot be limited to the present time and place; its sphere of study is no less than the whole human race. The attainments of each generation would be impossible without the heritage and tradition that have been built up in the past. The discoveries of one generation become accepted as commonplace in the next and are the platform for further progress. As in an individual, so in society: learning and skill are built up slowly and used to meet the necessities of the day.


Modern life and Economics are determined by the work of the whole human race. Today there is a permanently occupied colony in outer space (the International Space Station). It is easy to see this as the achievement of the present generation. But is it? So much has been provided by past generations: the study of aero-dynamics originating with the sailing boat; the study of metallurgy and the production of other materials from the Iron Age; the study of astronomy from the times when it was used to foretell the future to the current measurement of distances by radio telescopes; the study of mathematics from the time of Pythagoras and the ancient Egyptians. The list is endless – it is clearly not the work of one generation.


Civilisations and cultures may come and go but their influence carries forward. Discoveries have been accumulated over countless generations.


Great historical changes are closely related to the work of mankind. For instance, the changes from hunting to pastoral and agricultural communities; from nomadic to settled; from agrarian to industrial; from handwork to mechanical power. Within these eras are great cycles in which human achievement, energy and prosperity rise and fall – a vast movement of constant change that encompasses and overshadows all.


1.2 The World in Which We Live


Human life depends on air, water, sunshine, food, clothing, shelter. These all arise from the great cycles in nature which are in turn governed by cycles in the solar system, and from the orbits of the earth around the sun upon which the seasons depend.


Our water comes from the cycles that convert sea-water to vapour in clouds, clouds to rain, leading to the formation of rivers from which we extract water for drinking, hygiene and irrigation.


Food comes from the life about us – generally from freshly killed or harvested animal or plant life. Animals depend on plants, which in turn find nourishment in the soil. The soil depends on moisture, sunshine, humus, bacteria and other life forms. All depend on the cycles of night and day, the fluctuations of the tides and the seasons bringing rain and sun to enable life and growth.


Humanity is an inseparable part of the whole universe on which it is utterly dependent for the means of life.


Our habitat is land, the dry surface of the earth. Land is essential for our very existence. Without land no house can be built. The sailor must return to dry land to maintain the ship. Even the astronaut and miner must return to the dry surface of the earth. Every one of us must have land on which to work; a farmer needs several hectares to provide a living, a factory worker only a few square metres, a clerk still less.3 Children need land for their schools and for exercise and play. Land is needed for entertainment, sport and even for study. Whatever the activity, it cannot take place without some measure of land.


Roads, railways, buildings and all that they contain, machinery, cars, power stations, base stations for mobile phones, the entire man-made world, all occupy land and originate from work on land. There are no exceptions. Coal mined from the depths of the earth must pass through the pithead; oil drilled from under the sea must be piped to dry land and stored there until required. All the above may be shown diagrammatically. Diagram 1 shows the whole fundamental framework of this study. The detail will be filled in gradually, but it will always be relative to this, for the framework is dictated by the unchanging nature of Man and the universe.
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Diagram 1 – The Factors of Production


1.3 The Point of Interaction


The third point on this triangle is labelled the ‘point of interaction’. It has been suggested that the man-made world arises from work on land by the whole human race using the materials made available in the universe. But the form of the man-made world depends upon the conditions under which work and land are joined.


The full significance of this third point will be developed later. For the moment a simple analogy may serve to illustrate it. Imagine a coffee shop in the financial centre of almost any major city at lunchtime on a business day. Then imagine the same coffee shop at the weekend. Clearly the trading results would not be the same even though the same land and effort are applied. The varying factor is the conditions where work and land are joined, the point of interaction.


To take another example: until 1989 the city of Berlin was divided into two quite divorced communities very different from one another. There was little difference in the land on which each was situated – they had been one entity a few years before. The people on each side had the same background, often they were from the same families. They were all capable of the same work. But the conditions where the work took place had changed markedly.


Similarly Athens and Sparta,4 two Greek city states, were from the same historical period and close geographically, but the Athenians and the Spartans led utterly different lives and left behind them a very different heritage. They were the same race, at the same time, working on similar land. The differences were in the political systems, which changed the conditions where work and land met – at the point of interaction.


These illustrations may give some sense of the third point in the diagram. At the point of interaction is felt the influence of the laws and customs of the community and of its opinions and beliefs, which may advance or hinder its natural purpose. Conditions of slavery hindered the natural direction of the community, as did racism in Nazi Germany, apartheid in South Africa, or the extreme taxation in France before the Revolution of 1789.


The system of land tenure affects the conditions in which land and labour meet. People cannot make anything without land, and once they have made something, it cannot be stored without land. If anyone is to keep what they produce, they must have control of the land on which it is produced and stored.


If someone takes a 99-year lease of land and builds a house on it, at the end of 99 years their successor loses the land and loses the house. A shopkeeper turned out at the end of a lease will lose his customers. A farmer may be prevented from farming, and thus denied the benefit of crops sown and improvements made, by the power of a landowner to terminate a lease.5


To receive rent for land requires a title to the land and the title has to be recognised by law or custom. Clearly the laws and customs relating to land tenure affect the conditions in which land and labour meet. They have an effect on the man-made world, working to the advantage or disadvantage of the community.



1.4 Man in Society


Man is naturally gregarious and turns to others for company and for protection against common danger. The community also brings the advantages of both combined labour and specialisation. If one man had to be his own huntsman, farmer, builder, joiner, tailor and cook his standard of living would be very low indeed. No wonder Robinson Crusoe was so pleased to meet Man Friday!


We first meet specialisation within the family, where traditionally the man was the breadwinner while the wife cared for the home and children. But for the breadwinner specialisation is almost endless. A bricklayer may spend the entire working day laying perhaps hundreds of bricks. In return the whole family benefit from the labour of others, obtaining food, enjoying a roof over their heads and clothes on their backs. They can turn on the water tap, switch on the light, ride on the buses and trains, have the children educated, receive medical attention when needed, turn on the television and get the latest news from the Internet. Think for a moment of the specialisation involved to provide all this.


Can the sole purpose of specialisation be to provide a high standard of living, often at the cost of giving men and women repetitive jobs in mass production? Is it not more important that specialisation should enable people to use their particular talents to the full? In this way individuals will grow toward their full potential whilst the community reaps the benefit of their particular gifts. One of the primary functions of a community is to set its members free from the strictures of necessity, to give them scope to be themselves and to follow occupations of their own choice in which they may grow to full stature in sensibility, skill, understanding and achievement.


Consideration of communities must not be limited by personal experience. There have been countless communities through the ages. There are many communities in the world today each more or less dependent upon the others. Each has its own possibilities, its own problems. Each plays a unique role in establishing the conditions at the point of interaction where work and land are joined. Consider the adverse effects of slavery, or colour bar, of religious or political persecution, of harsh taxation or an inequitable system of land tenure. If instead, these conditions are based on a knowledge of what is natural and lawful, then the community will truly serve its members and allow them to fulfil their potential. But insofar as the conditions are based on fallacious ideas or selfishness, to that extent will the community fail in its true purpose and its members suffer accordingly.


Chapter 17 will look more closely at the man-made laws, customs and practices by which communities are governed.


1.5 Production


Production may be usefully represented as a cycle, as in Diagram 2. The cycle of production starts with natural resources and ends with consumption of the product. The diagram shows the principal steps in the cycle. The value of this diagram is that it integrates the various aspects of production rather than breaking them down into component parts.
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Diagram 2 – The Cycle of Production


To begin at the beginning: so far as mankind is concerned, the universe is given; it is there. Natural resources are part of the universe. But the transformation from nature to a resource requires work: work to gain knowledge, work to turn this knowledge to use, and work to acquire the necessary skills. As knowledge and skills increase so natural resources grow. Even today it is clear that only a tiny part of the powers of nature is available to man. Examples of natural resources include:




	Farming – the result of discovering how to till the soil. In the Paleolithic Age there was no cultivation and the fertility of the soil was not a natural resource;


	
Uranium – which has always been available below the surface of the earth, was not a natural resource until the knowledge of how to extract and use it became available. This knowledge was gained by work in the form of research and study;6



	Iron – was not known as a natural resource before the Iron Age;


	Electricity – was known for many years but became available as a natural resource only during the 20th century.





Minerals are in the ground and once the knowledge and skill to mine them exist, work is necessary to explore and prospect, climb mountains, clear jungles, bore trial holes and sink shafts, to gain access to natural resources.


Raw materials are the natural resources of the universe brought to people to work upon. The difference between natural resources and raw materials is one of movement, and the motivating force is human labour. Coal in a coal seam is a natural resource. Coal at the steel works is a raw material.


People need tools in order to use their skills to the best advantage. A bricklayer is of no use without a trowel nor a pianist without a piano. A metal worker needs a lathe, a motor to drive it and a workshop to house it. These are all tools. A well-equipped factory, a lorry, a goods train, a brick kiln, a cooling tower, a power station, an office block, a telephone, and a computer are all tools when used for production.7


Production entails a change of form of raw materials using tools. This requires direction. By this is meant direction in the practical sense of that given, for example, by a production manager. It requires knowledge of the raw materials, and of tools in the fullest sense. It has much to do with quality and efficiency. Management is required throughout production but this is rather different. The primary function at this point in the cycle is to direct the transformation of raw materials into a finished form. This is not its only function but it is sufficient for the present.


Things are normally made to be sold. The next step in the production process is the seller who sells the goods to a consumer. The seller may be the manufacturer or a retailer who anticipates the final desires of the consumer.


To sell the goods there must be someone who wants them and will pay for them. This is the purchaser. Without a purchaser production would be pointless and could never even start. Many may dream of having a Ferrari or a Rolex but few can afford them.


In a modern community there may be specialists at each step, often many. Very few producers complete more than one or two steps in the cycle. Even vast chemical companies do not generally produce their own raw materials or sell their products to the final consumer. At each stage there is specialisation: the research chemist, the prospector, the miner, the toolmaker, the organisation and methods adviser, the market researcher, the advertiser and the retailer.


However, the important thing to grasp is not the breakdown of production into its components, but rather the way in which all the diverse aspects interlock. By doing so, they take their part in a cycle that covers the whole of production from natural resources through to the final consumer. Indeed, at the true completion of the cycle, the product, whatever it may be, returns to the earth to take a new place in the universe from where it may one day again become available as a natural resource. These days there is a huge industry in waste disposal, which assists this process or extracts raw materials directly from the waste.


At each point labour is needed. So also is land.


Natural resources may come from anywhere in the universe and not only from dry land, but access to them always requires land. Land is needed for a quarry, a fishing harbour, or a uranium mine. It is needed for a water supply, to pasture animals or to benefit from the fertility of the soil. Wireless internet connections do not obviate the need for land. The user still needs a chair and table on which to work effectively and more particularly space to situate them.


Land is needed for the storage of raw materials and for their transport to the place where they are wanted. Land is required for people to work with the humblest of hand tools and more for their factories, power stations and office blocks.8


For direction very little land is required but it is still necessary.9


The seller certainly needs land in abundance. Consider the number of retail shops and shopping malls.


The purchaser is a special case to be considered separately.


The conditions at the point of interaction where land and labour meet (Diagram 1) strongly influence the man-made world. Another look at the cycle illustrates this.


Access to natural resources is often controlled by a landowner. Before a mine can be started, land for a pithead must be bought or leased, as well as securing the rights to the minerals under this or the adjoining land.


The same applies to drilling for oil. In Texas and in the countries of the Middle East the mineral rights are being enjoyed by the landowners and rulers. The result is the oil billionaires of the USA, and some Arab sheiks and princes, who previously lived in lands of great poverty but now travel the world with retinues that would shame King Solomon. On the other hand in Alberta, Canada, the mineral rights are vested in the Crown, and in Alaska mineral rights are vested in the State. In both cases royalties go to the community and this has resulted in the development of roads, schools and hospitals of a high standard.


The industrial revolution brought a great increase in the importance of tools, largely replacing handwork by machinery. Industry has become more and more mechanised as sophisticated machines carry out operations that previously required large numbers of workers. This has resulted in large movements of labour as workers become redundant in one industry and another expands to offer them work. Seen on a national scale, the land and work are unchanged but the change at the point of interaction has wide repercussions. These include both a rise in the standard of living and the problems of redundancy, unemployment and depressed areas.


For the seller, advertising has critical effects on sales, boosting branded goods and mass production at the expense of small producers and small retailers, with consequences which affect the whole community, particularly in villages and small towns.


Finally, in considering the purchaser we come to one of the greatest tragedies of the modern world. A great proportion of the earth’s population is living on the breadline or at starvation level,10 whilst for many years industries could not sell their produce because of so-called over-production. In parts of the world, to sustain market prices at a level which will give the small farmer a living, there are quotas on agricultural production, stock piling and burning of excess crops. All this is done because there is no purchaser, not because no one wants the products, but because those who want them cannot pay for them.


During the potato famines in Ireland in the 19th century, peasants died from starvation while their wheat, barley, butter and meat were being exported. The real cause of the trouble was not the failure of the potato crop but the peasants’ poverty, which prevented them from buying the foodstuffs produced in their own country.11


If the conditions at the point of interaction are based on knowledge of natural law, the community will truly serve its members and bring them toward fulfilment of their potential. If these conditions are based on ignorance, the community will fail in its true purpose and its members will suffer accordingly.


1.6 Community


What is meant by community? If one looks at the way in which the human race is organised a hierarchy is evident. This hierarchy stretches back beyond recorded history and dominates human activity. It may be represented diagrammatically as shown in Diagram 3.


It is evident at once that the human race has contained numerous civilisations and that each civilisation has contained a number of cultures. For example, the Christian civilisation has included the medieval culture with its cathedrals and castles and the scientific culture with its aeroplanes and computers.


Within a single culture nations rise and fall, their capital cities flourishing and decaying with them. Nations seem to be the basic unit of human organisation. The capital cities are the nerve centres.12 In these cities population is dense and every major activity in the nation is represented. They are the natural meeting places of the nation.


Next in size and importance are the great ports and commercial centres. In the United States they include New York, Chicago, Los Angeles and San Francisco; in the United Kingdom Glasgow, Liverpool, Manchester and Birmingham; in continental Europe, Rotterdam,13 Hamburg, Marseilles. They are to the regions what the capital is to the nation.
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Diagram 3 – The Hierarchy of Society


Smaller centres, the market towns, grow around specific industries and markets, forming a natural focus for the neighbouring areas and facilitating exchange of consumer goods and supplies or services for the industries they support. They provide specialisation and are centres of skill.


Last are small communities centred on villages or on some basic industry like fishing, mining or quarrying.14 The village looks to the town, the town to the city and all to the capital. The pull exercised by these centres grows with their place in the hierarchy. This pull is one of the major factors in Economics, and needs to be understood.


The hierarchy facilitates specialisation. With trade flowing through the whole nation it is possible for villages to concentrate on agriculture in one area, mining in another, fishing in a third, forestry in a fourth. All these turn to the market towns to sell their produce and buy their daily needs. Market towns may also specialise. In the United Kingdom, traditionally Greenock on the River Clyde concentrated on ship-building, Rochdale near Manchester on cotton goods, and Huddersfield in Yorkshire on woollen goods.15 They in turn looked to the regional centres of Glasgow, Manchester and Bradford from where their goods could be marketed throughout the world. These cities provide all that is especially required for the principal industries of the region, including wholesale markets and full banking and insurance facilities.16 Together Levels 1, 2 and 3 compose the economic organism which is primarily concerned with the production and distribution of wealth.


Finally, there are the capital cities, the great centres of world trade: London, Tokyo, New York, Singapore. Here are the global commodity markets, the trading and banking houses, the money markets, the stock exchanges, as well as law courts and the seats of government.


This great hierarchy enables the human race to function fully so that at each level the person, village, town, city and nation may develop their native genius to the full to the mutual benefit of all.17


1.7 The Significance of Land


Considering land in relation to Diagrams 2 and 3 together, it is clear that just as men have their particular qualities and talents, so different places have their particular qualities and advantages. Land which is ideal for one use may be quite unsuitable for another. The qualities of land which are important to the first two steps of the cycle of production are the presence of natural resources with easy access: for agriculture, fertile land with good drainage but no steep gradients; for mining, mineral-bearing land which can be worked in large seams on or near the surface; for hydro-electric power, fast-flowing rivers in deep valleys which can easily be dammed.
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