BRITAIN is just beginning to come
out of the depressioncausedby the
latest phase of land speculation.
Government spokesmen are trium-
phantly pointing to ahardeninginthe
prices of housesin someregions, and
interpreting the data asvirtuous. To
dampen the euphoria, it is worth
reviewingwhat happenedsince 1985.

Aneconomic crash always follows
aperiod when families are forced out
of the housing market. It happened
inthe run-up to the Crash of '73. It
happened in the run-up to the Crash
of’81. It happenedin the run-up to
theCrashof’92.

Timeandagain, in the pre-crash
phase, surveys revealed that house
builders did not face any problems
with either the supply and price of
labour or materials. The price of land
was identified as the most disruptive
element inthe construction process.
Governments failed to act, and ordi-
nary folk paid the price through
unemployment.

THE FIRST to signal an economic
crisis is the construction industry.
Between 1989 andtheendof 1993,
nearly 500,000 building workers will
have lost their their jobs.

But the social results of residen-
tialland speculationare equally tragic.
Witness the repossession of homes
from families that bought during the
final phase of the land boom. Once
interest rateswere forcedup, theywere
squeezed by an economic vice that
forced them out of their homes.

Itis this human price - the direct
result of anavoidable streamof action
in the economy - that receives no
attentioninParliament. The stories
and statistics leave nodoubt about the
corrosive impact of socio-economic
conditions in Britain today. The ef-
fects onchildrenare particularly tragic.

# Bytheendofthe 1980s, nearly
3m children were living in poverty,
according to the Child Poverty Action
Group. Many of them take to crime
before theyreach their teenyears-
and they regard their anti-social be-
haviour as a thrill to be shared with
friends. An Exeter University survey
found that childrenasyoungas 11
years drink to escape problems.

& According to the National So-
ciety for the Prevention of Cruelty to
Children, child abuse is closely con-
nected with “poverty, rootlessness,
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family breakdown anddisruption.”

& Male suicides have increasedin
the 25 - 44 age group. Deprivation
encourages women to smoke; this
creates a health hazard not only for
themselves, but also for their children
- arisk of which they are aware, but
withwhich they appear helpless to
deal.

We should not imagine that this
is a peculiarly British problem. In
Germany, the authorities have recog-
nised the connectionbetween unem-
ployment and the resurgence of neo-
fascism. And they havedrawn adirect
connectionbetween the recessionand
the record number of deaths among
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homeless peopleliving on the streets:
29 people froze todeathlast winter.

But nomatter how long the cata-
logue of woes, itisimpossible to give
anything more than aportrait of the
severity of thecrisis that starts inthe
destruction of the family andthehome,
andfindsits way ontothestreets. And
itis aproblem that will not go away:
the Confederation of British Indus-
tries says that the jobless levelis un-
likely tofallbelow 2.2 5mfor therest
of the decade.

Sountilwe developaclear theory
of the ultimate cause of economic
dislocation, governments willnot be
able to formulate policies capable of
ameliorating the stresses that lurkin

thehome. Yet the origins of the prob-
lem canbe clearly identified by exam-
ining the problems of maintaining the
house-building industry on an even
keel.

Analysts fail to take account of
how, when land prices are forced
beyond their affordable levels, build-
ers have to squeeze more (smaller)
units onto each site. Result: cost-cut-
ting andcramped housing estates. The
Tarmacgrouprecently acknowledged
that the ratio of houses to sites had
been too great; and that it was now
reducing that ratio: cheaper land
means more breathing space for fami-
lies in their homes.

IT WAS THE failure to understand
this mechanism - that land specula-
tion disrupts the economy-whichled
to the failures of policy under Mrs.
Thatcher’s Chancellor of the Excheg-
uer, Nigel Lawson. But was he really
to blame? Forecasting techniques
betrayed the policy-makers of the
1980s. Thereisnomysteryastowhy
economistswereinthedark about the
acid corroding the foundations of the
UK economy: their economic models
ignore the malfunctions in the land
market.

What should nowbe done? John
Major’s government has proved de-
void of original strategies. Neverthe-
less, thereis no reasonwhy the Tories
should not defend the notion of pri-
vate property and the housing market
- providing they take action tocorrect
the structural flawin the system.

History, economic theory, and the
evidence from other countries, show
that thereis one policy only that can
remove land speculation. That policy
is a tax on the annual rental value of
land. The taxrate must behighenough
toremove the propensity tospeculate
in the selling price of land - in the
pursuit of unearned capital gains.
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