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It is not an
option to cling
to traditional

institutions,
drift and be
 left behind.
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Material progress and institutional modernisation
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Coordination and the ÂEconomic ConstitutionÊ
Human productivity and hence living standards depend crucially on the effective
coordination of numerous specialised producers. They can either be coordinated
by a plan, which an authority adopts and implements, or by spontaneous
interactions of individuals who obey shared rules.

Planned coordination occurs in firms, where the boss directs workers according
to a business plan, or in government under a leader who has been selected and
appointed by inherited status, acclaim or election. Spontaneous coordination
can be observed in a swarm of fish who swim and feed in orderly ways; no
leader directs them. Another example is the market place where private buyers
and sellers are coordinated by the invisible hand of prices. Such spontaneous
coordination is effective because all follow the same rules.

In the market economy, the core rules are credibly enforced property rights,
freedom of contract and non-discrimination. These rules form the software of the
capitalist system that enables the hardware·the machines, the infrastructures
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When everyone
has a stake in the
market, civil war
becomes too
costly to
contemplate
and habits of
constructive
compromise
are learnt.

Economic freedom, democracy and racial harmony
$�	
������
���������������������	��	
�
�	������
�����������������
�����
��������

���������
������	��������
��	��������
���������
�������
	���	��
����
�
�
����������,�����
�	
���
�������������
��	����
�����,�����
�	
�	���	������

����
����	���������	
�
����
��"����$����
��
����������������������
���	���
��������������
	��	����#��	
����������
���	
���������������	!������������
�	
�
�	������
���������
��������������
�����������������
��	�����	
���

$���	
�����
��������������	��
����������	
�
�	�	
������
�����������
���

������������
	���������	�����	!��
�������
������	���
�����������������(����

�����!���� ����� �
� �
� �
� ���	������� ��	����� ���� �� �� ������������ ��������
'���� �����
��� ���� �� ���!�� �� ���� ���!���� 	��� ���� ��	
���� �

� 	
����� �

	
���������� ���� ������ 
�� 	
�����	���� 	
���
���� ���� �������� 7����� ���
�����������#��!��������$������������
��� ���������
������
�����
�����
���
�������	������������!�����	�������
����	!������������

������� 
���	
���� �����
���� ������� ���� ������ �
� ������� ��������&
�����������������������
��������!��
���������������������������������
���+
��� 	

�����
�� ���� 	
����
����� ��� ��
���� �����
�� �� ������� �������� �
���� ��
������� ���� ���������� 
�� ����� �����
���� ���� ���������8 �#�� 	
�������
	

�����
������
�����������(����������
����
��
����	�
�������	
���
��

����	���
��������	
��	
���������������
�������������������
�����������
,����
��������
����������
	���������������������
��
�����!����	�������.�
9��!�� ���� ������ 
�� ���� �
����� .
���� :�
�� ������ ���� ���� �
�� �����(����
��	����
��	���
������	�������

$���
����������!���
�������(������������
������������
��������
��� �

�
���
��������	�/�������� �����+���������
���������� �
�� �����	

�����
��
���� 	�/���� ���� ��
���� ����� �
� ��� ��
��	���� ���
��� ��	�����
�� ��
�
������������������������������
���
����)��
��	�������	�
�*���������������
�

��������������	
��������������
��	�
��
������	������	��������������
	����
����
��	�����	�
���� 	���
��������� ������ ���� ��������� �
���������� ��	���

	
������
��
�� �	
�
�	� ��������'�����
��� 	

�����
�� �� ����� �
����!����
������/��
���
������
��	���
��	����
�����������������������
���
������

���)����
����*�	
���
��
���
����������0
��	����������
���
�������

;
��������� �
�!�� ������� �� �� �� ������ ���� �
������ �
�+�
��� �
��	��
	

�����
�� ��
���� ��� 	
������ �
� ������ �� ���� 	����+	��� ����������� 
���

�
�����	�����������
����
��	

�����
������!���	

�����
�����������	���
���� �
� �	
�
���� 
�� �	��	�� ������������ ������� ���� ���
��	��� �
� ���
�	 �
	���������	�
����,�������
��������	����	
���
�����
��	
�����
��������������
��
�����
�������!��������������������������������
�����
������������
�����
��������	����������
�����	
�
���

and labour·to function well. Communities worldwide have therefore adopted
these institutions, and refusals to do so generally result in poverty and conflict.

Constitutional economics has taught us that simple societies can be coordinated
by plans and hierarchies of command, but that more complex systems demand
spontaneous ordering. New technologies, new market opportunities and new
ways of producing for the global economy can only be discovered fast enough
by self-motivated competitors. Spontaneous ordering is often more effective
because people cooperate voluntarily. Centralised public choice requires coercion,
induces corruption and always imposes high agency and compliance costs. In
case of doubt, markets (private choice and voluntary cooperation) produce
superior outcomes. This lesson was learnt from the stagnation and eventual
collapse of the Soviet economy. Likewise, traditional village economies will not
make the transition to prosperity and will not master interaction with international
traders and investors if the villagers refuse to play by the fundamental and simple
rules of respected property rights, free contracts and non-discrimination.
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The state cannot
protect private

property and, at
the same time,

confiscate it for
allotment to

another group.

Land Ownership and the Land Ownership and the Land Ownership and the Land Ownership and the Land Ownership and the Mataqali Mataqali Mataqali Mataqali Mataqali SystemSystemSystemSystemSystem
The experience in many different cultures and periods has shown that secure
property rights to oneÊs own labour, oneÊs own inventions, real capital assets,
and land are essential for economic development and citizenship. Only when
people have secure property rights and can be confident that they will benefit
from using their assets, will they invest effort and knowledge to exploit their
property. Only then will enterprising people with drive and ideas be able to
raise capital for their projects and contribute to overall economic growth.3

Property rights can be held individually, but they can also be owned, used
and disposed of by associations, firms and small communities, such as under the
Fijian mataqali system. What matters is not individual or group ownership as
such, but that the owners face the full costs and benefits of their decisions and
are free to decide.

It may well have been sensible a few generations ago to establish a
bureaucracy to protect Fijian clans and villages from exploitative or deceitful
land buyers. However, the result of formalising mataqali land rights and subjecting
them to the dictates of the central authority of the paternalistic Native Land Trust
Board amounted to the de facto socialisation of tribal land. In the 1940s,
bureaucratic controls were formalised during the Attlee government under the
influence of British Fabians. As in any system of socialised ownership, the Native
Land Trust Board bureaucrats have little incentive to explore better land uses,
indeed who are only inconvenienced by experimentations with new land uses
The restrictive control by administrators does not make economic sense at the
start of the 21st century.

Now Fijians are informed about the opportunities of possible land uses, are
educated to manage their own clanÊs land, and are in a position to evaluate
costs and benefits of alternative land uses intelligently. All bureaucratic control
of native land should therefore be abolished, and unfettered full property rights
should be handed back to the mataqali themselves. They can then decide what
to do with their land in view of all the costs and benefits of unrestricted land use.
Without effective direct control of their most valuable material assets, Fijians will
not always be able to make the best use of them and thereby learn to be
enterprising.

With economic freedom, different mataqali will discover different ways of
using their land and distributing the benefits, be it through freely negotiated
leases, land-holding corporations that farm the land, or other ways. The conditions
in which the property ownerÊs freedom to sell the land as freehold·a normal
part of full property rights·should be circumscribed is a difficult issue, which
only Fijians can decide for themselves. International experience shows, however,
that any such abridgement of full property rights is patronising and an obstacle
to discovering enterprising new uses of assets.

Group rights: conflict versus individual liberties
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Direct
interventions
to redistribute
wealth on racial
grounds seem
no more than a
politically divisive
blueprint for Fiji’s
economic decline.
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A shift in
emphasis to

smaller
communities

suits Fiji’s
geography and

traditions.
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The political and
economic
situation has
deteriorated to
the extent where
the tyranny of
the status quo
has to be broken
by innovative
thinking.
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To illustrate the principles of a citizen-focussed, Âcolour-blindÊ constitution that
incorporates the solutions discussed above, we have drafted a Âgreenfields
constitutionÊ, i.e. a design that star ts afresh, disregarding the 1997 Constitution
and its predecessors. The draft is short and written in plain English, so that·it is
hoped·all can read and understand it. Only simple constitutions can become
the living intellectual property of the people.

This draft, together with a list of some relevant background readings, is
available free of charge on request from the Public Relations Officer, Centre for
Independent Studies, PO Box 92, St Leonards, NSW 1590, Australia
tel: +61 2 9438 4377; fax: +61 2 9439 7310, or by emailing renee@cis.org.au.
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