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Community Capitalism represents a system of economics that brings together the beneficial, positive, aspects of at least three streams of influence. These three streams arise out of the principles of Equality, Freedom and Human Dignity which form the basis of the South African Constitution. Community Capitalism strives to avoid the extremes of different ideologies such as Socialism, Capitalism and Humanism. Each of these ideologies has tended to emphasise one of the three fundamental principles often at the expense of the other two. Community Capitalism aims at harmonising these streams into a system in which the three principles support and enhance each other.

Under the impetus of powerful forces, released initially in the western democracies by the capitalist economic system, driven by an impulse towards freedom, human society has entered an age where universal affluence and well being is physically and technically possible. Modern industry and technology have the potential to eradicate poverty and create a prosperous world of genuine abundance.

However, the inherent flaws of capitalism have created an ever widening dichotomy between the rich and the poor. Thus the principle of equality has been undermined and human dignity has suffered. This polarisation has resulted in an inevitable and ongoing conflict between so called capital and labour which Community Capitalism seeks to avoid.

The essential features which give capitalism its vigour and power are, firstly, the free market system, and secondly, the freedom of the individual and his/her right to private ownership of property. The weakness of capitalism has been its failure to recognise the principle of community and its failure to establish a truly free market in land and natural resources that benefits all people equally.

Communism, in striving to implement the principle of community brought all land and the means of production of wealth into common ownership under centralised control. This resulted in the establishment of a totalitarian state that had to be maintained by force thus negating the principle of freedom of the individual.

The Principle of Community

The principle of Community involves the recognition that no individual human being can exist and reproduce in isolation from others. The fulfilment of a person’s deepest needs depends as much on the community as it does on the person’s own creative endeavours. The community enhances and gives meaning to the productive capacity and creative labour of the individual and, in today’s world, the community consists ultimately of the whole of humanity. The security and freedom of the individual thus depends on the wellbeing of the whole of Humanity and the equitable distribution of wealth amongst the people of the world.

Africa in general and South Africa in particular, with its rich tradition of Ubuntu, is ideally placed to transform our present day, flawed,  capitalist economic system in a way that truly incorporates the values represented by the principles of freedom, equality and dignity. The main aim of Community Capitalism is therefore to transform society so that the element of servitude in our present system is replaced by a supportive system in which all individuals have equal opportunity to serve the community with dignity: a society in which peace and security are valued, whilst at the same time every person has optimum freedom to develop his or her innate talents and creative abilities as directed from their own Centre of Truth.

In his book “UBUNTU: The Essence of Democracy” M.J. Bhengu states, 

“The central teaching of Ubuntu is that the person is a self-defining value (umuntu ngumuntu); that is, the person is human; it is the person who knows best the workings of his body and that life’s purpose for the person is perpetual evolution (ukuma njalo).”

Bhengu further defines Ubuntu in the following statements,

1. Ubuntu is the humanistic experience of treating all people with respect, granting them their human dignity.

2. Ubuntu means humanness. Being human encompasses values like universal brotherhood, sharing, treating and respecting other people as human beings.

3. Ubuntu is humanism. It is the belief in the centrality, sacredness, and foremost priority of the human being in all our conduct throughout our lives.

4. Ubuntu is a way of life that contributes positively towards sustaining the well-being of people, community and society.

5. Ubuntu is a non-racial philosophy which treats all people as human beings through the art and virtue of being human.

Essential Elements of Community Capitalism

1. The Land Ownership Issue
Recognition of the right to an equal individual share of the Estate of the Earth as a fundamental right of every citizen could provide the foundation for building a social and economic system in which dignity and brotherhood will flourish. Community Capitalism based on this fundamental recognition has the potential to create peace, prosperity and happiness for all citizens.

Our well being depends on natural resources; the land, the air, the oceans, the energy; in fact everything that naturally reproduces itself on earth without the intervention of mankind. These natural resources created by powers beyond and greater than man are therefore the natural heritage of all people equally.

The enclosure of this common heritage for the benefit of an elite minority is a fundamental flaw that has historically been built into our capitalist economic system. A suitable way of resolving this structural flaw is essential to establishing lasting peace and prosperity in the world.

Community Capitalism, built on ideas supported by thinking and far sighted individuals such as Adam Smith, Henry George, Leo Tolstoy, Albert Einstein and Winston Churchill proposes that this issue be resolved by instituting a system of Land Value Rental Collection. Such a system would retain the benefits and incentives of capitalism whilst removing the bad effects of absolute ownership of land by private individuals or companies.

In this system, ownership (stewardship) of the best land will be vested in the most competent and enterprising individuals or companies who in exchange would render back to society a Rental Value of the Land, in direct proportion to the advantages which society bestows on them. In return society protects their security of tenure, property and lifestyle. Having paid to society the Annual Rental Value of the Land, governed by free market conditions, without state or bureaucratic interference, the landowner (steward) will still be left with sufficient economic incentive to encourage optimum production.

The rental value of land arises from three sources: the inherent natural productivity of the land; the growth of communities and the provision of public services and utilities. All citizens have equal claims on the component of land value that arises from nature. The component of land value arising from the other two sources is the most sensible source of revenue for providing public services and utilities.

2. A Basic Income Grant

Since all citizens have equal claims on the component of land value that arises from nature, Community Capitalism will indirectly convert all citizens into landowners. Thus a proportion of the Land Rental Income collected by the government will be distributed equally to all citizens of the country as a basic income grant. 

3. A National Mutual Fund

This aspect of Community Capitalism addresses the issue of the creation of money. Money is, in a sense, the lifeblood of complex communities. It should therefore function in such a way as to maintain the health and well-being of all members of the community it serves. Our present capitalist mode of money creation, by way of Fractional Reserve Banking, is fundamentally flawed, in that it favours the relatively small financial elite. It is also totally incompatible with true sustainability and is a major underlying cause of the pollution of the earth and the problem of global warming.

A National Mutual Fund is proposed in the Community Capitalism vision of a society functioning with a steady state economic system that maintains the well-being of all elements and institutions of the community. 

· The National Mutual Trust Fund (NMF) would make every citizen a capitalist interested in the efficient and effective use of capital.

· Money would be created as value rather than as debt and brought into circulation through the National Mutual Trust Fund (NMF); a semi private investment corporation.

· The NMF would concentrate its investments in areas of long term productivity growth.

· The NMF would be granted the necessary investment capital, interest free, from the central bank of the nation on an annual basis authorized by an act of parliament.

· All citizens would be shareholders in the NMF from which a basic citizens’ income would be paid to all adults to supplement the income received as a proportion of Land Value Rental.

· Citizens’ Income to minors will be paid into a special fund created for this purpose and invested on their behalf. This will be paid out when the individual reaches adulthood.

4. The Institutions of Society

The capitalist free market economic system, driven primarily by the profit motive, using competition to maximise efficiency, has developed many well functioning and highly effective institutions at all levels of society. This impulse has brought about a situation, for the first time in history, in which an extremely large human population has been established on the planet, that has, until recently, been reasonably well nourished and supported.

The stresses and tensions that are building up are now, however, becoming increasingly more critical. The weapons we have at our disposal have become extremely dangerous and the potential for destructive conflict between opposing interest groups is growing daily. The extremes of competition between these interest groups: the rich and the poor; labour and capital; land (natural resource) owners and those who have been excluded; environmentalists and developers; developed and underdeveloped nations, are now threatening the well-being of the Earth, the natural environment and Humanity.

The ‘business as usual’ approach that is to a large extent being used to drag us out of the present global financial crisis, will, in the long run, only exacerbate the problem. This approach of creating more and more money as interest bearing debt, that requires continuous growth in a finite world, has little chance of producing long term stability in the world.

The big question then is, “How do we reform our Societal Institutions, whilst maintaining the positive accomplishments of the capitalist free market system?”

Community Capitalisms answer to this question, in a nutshell, is to balance the profit motive with the equally powerful motive of, “Service to the Community.”

· Each institution will be required to have a primary expressed purpose that defines its mode of service to the community.

· Performance indicators will be developed to measure the effectiveness of the institutions in meeting this purpose.

· Profit will become one performance indicator for the measurement of efficiency, particularly in companies and corporations involved in the goods manufacturing industries.

· Banks and financial institutions would then function with some such purpose as being facilitators of wealth production and equitable distributors of wealth to all sectors of society. Indicators other than profit will have greater importance in these institutions.

· Clear policies regarding the mode and channels for the equitable distribution of  profit will need to be established in institutions that continue to operate with this incentive.

· Institutions providing community services such as health care, education, security and those doing research and development can not really be evaluated on the basis of profit making.

5. A Steady State Economics

Healthy living organisms have many varied mechanisms that enable them to maintain an optimal equilibrium in relationship to changes taking place in the environment. For example in the bodies of mammals temperature and the concentration of salt and sugar levels in the blood all remain constant. Ongoing, never ending, growth would be considered preposterous; in fact life threatening; analogous to cancer in the unhealthy human body.

Community Capitalism aims at emulating the health maintenance mechanisms of nature by developing a healthy steady state economic system in which growth is controlled within certain limits and inflation is eliminated. This will be accomplished by the creation and destruction of money in direct proportion to the true underlying wealth of a nation, with the aid of stability indicators developed to assess the health and well-being of different sectors and institutions of society.

Stability Indicators for determining the wellbeing of different fields and functions within society would ensure that:-

· The general cost of living remains stable;

· The prices of common consumer goods remains relatively constant;

· The value of land remains stable unless there are major changes to the environment;

· The value of durable fixed property such as houses, factories, infrastructure on farms etc.  does not vary greatly unless there are large movements of population;

· The health of communities and ecosystems be improving or at least not degrading;

· The wellbeing of the population at large is being maintained.

The Central Bank

In our present capitalist economic system the privilege of creating money is vested in the, profit making, commercial banks to the detriment of the majority of the population. Governments are obliged to borrow money from the commercial institutions on which interest has to be paid, placing an enormous burden on future generations. Having Money Power is a huge responsibility that ought to be under the ultimate control of all citizens, via their democratically established societal institutions, controlled by transparent, well formulated, mechanisms that promote the well-being of all sectors of society.

Community Capitalism therefore proposes major changes that will reform our banking system. Money in our proposed system will be created by the Central Bank, controlled via the government’s annual budget. Allocations of this newly created, interest free money would be provided for in the budget. This interest free money would be channelled via the National Mutual Trust Fund into long term productive industries that are socially and ecologically beneficial. Other allocations could be made to: the commercial banks, regional or local mutual funds and societal institutions promoting infrastructure construction, education and health care etc. Stability Indicators would be utilised as a guide in deciding how these allocations are made.

Inflation and its Cure

To avoid inflation, a balance needs to be maintained between the creation of new money, whilst cancelling money that represents consumed wealth. This requires that the value of money be kept constant. This is impossible when money is created as interest bearing debt which brings about primary inflation. Money creation via the present fractional reserve system, results in exponential growth of the overall money supply. Over time, the value of money is diluted and prices, inevitably, go up.

When all money is created as value, by way of interest free mechanisms, through institutions such as the Central Bank and the NMF, this primary source of inflation will have been removed. The overall long term effect on inflation would be close to zero since a balance between the money supply and real wealth will have been maintained.

In the short term newly created money would come into circulation as wages paid to the builders and as payments for materials of construction of the high productivity industries set up with funds from the NMF. There will be a short term inflationary effect since increased demand, with more money available, will tend to drive prices up. A sensitive instrument for controlling short term inflation is provided by the NMF, referred to as a Demand Regulation Policy (DRP).

This policy could be applied via the Citizens Basic Income Dividend proportion of money distributed by the NMF. If prices go up, as measured by the consumer price index, consumer demand will be reduced by a short term withholding of dividend payments to citizens. All citizens would have the same amount withheld. These withheld amounts would be considered as savings on behalf of the citizens and would be paid back to them when there was a drop in the price index.

If the situation is reached when all citizens’ savings have been paid back and there is a decrease in the price index, due to increased production, an equivalent additional distribution would be made from the Central Bank by creating additional new money. The option of channelling this new money via productive industry, the commercial banks or other societal institutions would thus provide a highly flexible tool for the control of inflation. A further option for the Central Bank would be to take money out of circulation via appropriate taxation.

6. Conclusion - Diversity

Biodiversity is another fundamental attribute of healthy ecological systems that Community Capitalism aims to emulate as can be seen with the inflation control mechanisms being proposed. The collection of Land Rental would also enhance this principle of diversity by making land available to a far greater proportion of the population than is occurring at present. Educational and skills development opportunities will also increase and the basic incomes grant will establish a culture where individuals have many more choices for making a meaningful contribution to society.

The green shoots of many of the proposals put forward are beginning to sprout in South Africa. Let us nourish them.

For a more detailed elaboration go to Building the Future
http://www.transitiontowns-africa.org/downloads/BUILDING%20THE%20FUTURE%20Condensed%20Interim%202009-02-20.doc

