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Poverty with progressi Rent increases ab the expense
of wages & interest? It doesn’t seem to be so; letis
examine these statements more closely.

For this PRrpose let us set up a new concept: natural
rent (N.R.}, which is the rernt for land determined
sgolely by the natural laws, and which is rn% ab asll
infivenced by man-made monopolies.

ihas, under a perfectly free soonomy, sueh as would
exist under the Single Tax, with ne govt. taxation or
private mconopolies; the contract rent for land {C.H.),
or the rent actually paid for the use of land, would
be egual to the natural remb; sinee there would be no
monopoly influences. Bxpressed mathematicallys

G.He = Nola

Of course, onder the Single Tax, the contract rent
wonld be government collected.

But; as George points out, the pieture changes when in
a free no-monopoly economy we introduce one monopoly
factor: privately collected land-rent. Under these
conditions a landowner collects more than the natursl
rent; he collects an additional charge called specw
ulative rent {3.H.), made pﬁ331bi€ because of an arti-
ficially created scarcity in land Expressed mabhe«
maticallys

C.R. = NuRo'+ SuRe

Under these conditions the contract rent becomes greaber
than the natural rent. This was approximately the sco-
nomic state of affairs in 1879.

Now jet us 1ook at today’s monopoly sconomy. We have
government Laxabtion amountlng to at least 30% of the
national income; we have union monopolies, pateni mono-
pelies, cartels, price~fixing agreements, rent coo-
trols, financial monopolies, oligopolies, partially
unregulated utilities, stc. How do all these inter—
ferences with the free sconomy affect contract rent?

Henry George had an answer to this. Referring to the
analogy appearing on the fronlcover, the more the inter-
mediary robbers %monopellsts & tax collectors) take,
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the less there is for the ultimate robber; the 1andg-
owner; in other words, the less conbract rent there is.
Plms, for today'!s economy, Lhis now mathematizal esqua-
tion is needsd to determine contract rent (K.I. is
monopoly income other than speculative rent):

G.R. = NeRe 4 SeR. — H.I.

Unfortunately, none of these theoretical factors are
measurable, except possibly contract rent. Now while
I do not wish to minimize the size of speculative reat
in today's economy, I do wish %o emphasize the greater
importance of monopoly income. And glancing at the
‘1ist of the other types of monopolies which are intey-
fering with the operation of the free economys one Wil
. ders whether collectively they are not equal in size

to govt. taxation. '

There is & very obvious conclusion to be drawn from

a1l this: if monopoly income is larger than even spac—

- ulative rent, which seems %o be a very rezsonable

" assumption, then in today's economy contract rent is
very much less than natural rent; in other words, it is
very mich less than the rent in a perfectly free economy.

The more socialist a country becomas (and we are grad-
ually taxing ourselves into socialism) the less contrach
rent there is. Iook at Russia: everyihing is socialized
by the govi. and so the contract rent is practically
zero. Why should a man pay rent for land when ne cantt
own the produce thereof?. 3ut the natural rent must be
considerable.

Tn this analysis I have not found it necessary to pros
the analogy printed on the f{ront cover; I have agsumed
that I am writing to fellow Georgists who are agrea
on basic principles.

This then should be clear: govt. taxation & monopulis
of 21l sorts derive their income from the natural
speculative rent fund; a rise in taxation, or any rise
in monopoly income, must inevitably be followed by an
eventual decrease in contract rent! s¢

3ACE'S PAGES s Published every other month by the Sog-
iety for the Advancement of the George Hconomy, Inc.
5;0 E. 69 Ste, ‘Ne¥o 213 N.Y. sditore d‘beven COI‘{lm
Associates: A. David Jackson, ddith Mayer.

L



In the first article in this issue it was shown thal as
monopoly income (including texation) increases, the
contract remt which is actually received by the land-
owners must decrease. The following conclusions zan
then be reached:

1) Since monopoly income would tend to disappear under
the dingle Tax, contract rent, and thus land value
taxation reverme, would increase tremendously. This

is true even if there were no increase in production
(and of course there would bé such an increase). In
other words, the proportion of rent to production wonld
greatly increase. So here is another reason why land
value taxation would be much greater than present con-
“bract rente.

2} Since the biggest monopolist is the government tax
sollector, and since govt. taxation is at least being
put Lo some social use, whereas previously the economic
rent was enriching only a few landlords, the poveriy-
with-progress tendency has been somewhat allayed.

3} Hevertheless, there is a point beyond which taxation
leads to lessened incentive, which leads to less wealth
production and more poverty (not to mention more govi.

and more socialism, which could very well mean the ead

to democracy and individualisa). _ :

W) Important: we eannot expect to eradicate the "social
charity monopolies" such as taxation & unionism and let
people starve & suffer, unless we first remove the
basic cause of poverty - privately collected rent.

5) Since monopoly income seesms to be subject to as much
speculation as contrach rent (the source of both being
the natural & speculative rent fund}, our economy today
is no closer to forestalling dsoressions than was the
seonomy in George's time. And in these days of temporary
booming prosperity, we have not even solved the problems
of unemployment, slums, ultra-large cities, etc. ‘

&) Becanse of the tremendous monopoly depradations on
the natural rent fund, if we had lard value taxation
tomorrow, such taxation would not collect all the
natural rent. T :

7) Lend value taxation in a free economy is the'bnly
.answer Lo poverty and sociaiism. 3¢
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SAGE
NEWS

BRETTEE REPGC
THREASURER'S REPORT - Financisl condition: guite satige
Tactory. ihne fact that we spent more funds this year
for SAGE sctivities than ever before iz some proof of

a very active year. To Peter lgnatowsky: our sincerest
thanks for 3 years of hard work as Treasursri

3
SOCTAL COMMITTEE -~ The Halloween Uance was the usual
rezpunding goc.ial success. There was a large & enthus-—
iastic turnout. Financially, this dance turned in the
biggest net profit ever......flaine hensr; elsanor
Whitfield & HEthel Wayne are planning s Uames Night for
next year....Obther social evenis are being blusprinted.
DISTRIBUTION COMMITTEE -~ As 2 resulid of the lasi card
Jistribation, SAGE accounted for 1/6th of the botal
School enrollment, which is quite a good record indeed.
We were allotted 20,000 cards, an umasually high amount
(uy dhanks to Try Faust, Nellie Wester, st al. This
committests work has grown inte an immensely dimportant
activity: 1t demands your active support! The next
campaign starts In December. Joln with the rest of us.
Report at the Schoel Uffice for a Distribution larty.
Suppert the School in a specific and important way.

Pat your ideals to work; and enjoy doing itt

FILYM COMNITTEE - Tom Gilmartin has been qulietly & effi-
clentiy nandling the alternate Friday nite film series.
We can report nothing but the usual progress here.

@

BOUCATION COMMITTEE - Roma & Niva Bianco and ¥rs. ¥. L.
Hees have been maintaining contact with other crgani-
zations, newspapers, individuals, stc., by lstter and
in person. :

A , REMA RN S ror the past 3 years the domen's
Auxiliary of the Henry George Movement has been actively
engaged in promoting land value taxation. How, new
menbers who can be active in the group are dasperately
needed. Help ocuti For information, write Miss Gladys
Denton, Ll-11 #lbertson St., Apt. 560, Elmburst, L.I.,
He¥eosoooee?In the long run we are all dead” (Keynes)
sounds very much like "Peace in our time" (Chamberlain).
It's destined to be as sucecessful......The pathway to
Hzll is paved with good intentions. The pathway to
wocialism is paved with Keynesianism......No, dr.
Keynes, you can't gel something for nothing. You can't
print wealth, you can't outlaw poverty. Calculus is

no substitote for common sense; the long run is shorter
than you think.

8C
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Sh AEETING
QOTORER 11bth MEEUING - The ebellient Dorothy Sara sne
chanted ohe audience with & talk on graphoiocgy. ohe
surely can draw large crowls, and for good reason.

NOVRBER 15%h MERTING - Mr. Vance Van Dine of the Yo
Stock Fxchange showed a techmicolor movie and gave a
talk on "The Stock Exchange And It°s Relation To The
National mconomy'. The following bALEZrs were nowmine
ated for executive office in 19%h: A. David Jackson

as President, Roma Bianco as Vice FPresident, zthel
Wiayne as Tressurer, Vivien Hodney as Hecording bSec-
retary, and Edward T. Hall as Corresponding Secrebary.
A good slate = 195h looks like s SAGE yeari

DACEMBER 13th MAETING - Mr. Rebt. Mayor, past Fresident
of the Hangarian heonomic Association, will address the
meeting on "Hodern Trends in Georgissm®, and wiil deal
particularly with the effects of unions on our Bconony.
He will refer to ideas expressed elsewhere in this
issue. Also, 19%h elections wili be held. Iei's se=
yvou at the last SAGE weeting for this yearl

SAGE & e

1f you had trouble reading the last issue of SAGz'5
PAGES, you're not the only one: page l accidentally
got printed where page 12 should have been. Dorry.
Says Art Fleming: "Sure, SAGE'S PACGES is alright, bub
who wants to play Serabble with 1t7%......5808 will
join the Adult Education Association in 1954 in an
effort to obtain HG classes in various schools thru-
ogut the FY0 ares.-e.sc.Mario L. Bove, SAGEr from Piits-
burgh, sends 310 for 100 copies of SAGE'S PAGES; he
will distribute them to educators & businessmen in Pa.

Seymour Eauch ties the wedding knot with fellow 3AGEr
Gladyvs Koerner. Congratulationsl......Read what
Dorothy Sara does in behalf of BaGH: Sept. 1obh, deli-
vers talk to Boston SAGE group {(the audiencs numbered
75 and newspaper publicity was received); Seplh. 21st,
delivers talk at Montrezl HG School before 120 (result
« radio interview, newspaper publicity, some lmmediste
enrollments, and the possibility of a new SAGE branch
being opened in Montreal}. What are YOU doing to help
SAGET . s000.d08 Rosenfield, Jr., a recent P&P graduate,
has been elscted to the honorary position of ¥ayor of
Times Square.
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Trhat we should order our affairs after the natural law,
no Georgist will doubt; but that we mugh, iz cbvicusly
incorrect. :

1¢ we should pattern our man-made laws after the natural
lawrs equality of opportunity and a gradually dmproving
society will be the result. "But by allowing the basic
injustice of private rent collection to exist, poverty
has sprung up, thus making necessary the social mono=
poliss of taxation & unionisn. These gocial nonopolies
have albtered the natural distribution of rent; wages &
Tnterest (by distributing a portion of rent aamcng wages
& interest), and in the short run - say, the last 75
years - we have lessened poverty.

Why must Georgists insist thalt we are worse off under
our present semi-socialist system of taxation & union-
ism than under the 'landowner! economy of George's
time? Isn't it better for the producer to be robbad
by the govt. and union than by the landowner? A%
least he gets some charity back in return.

However, socialism is like morphine: small doses of one
lessens pain, and small doses of the other can lessen
poverty. But small doses of both lead inevitably teo
larger doses because the original cause of the pain or
poverty has not been cured.

As socialism increases, individual freedom & initlative
must necessarily decrease. why? First, because the
product is bsing taken from the producer. Then too,
soeialism involves the use of force; govt. welfare be-
comes more important than individual rights. TPowsr
becomes centralized. ~In other words, if the transition
4o commnisn isn't revolutionary (and it isn't likely
to be in the U.5.); then it will be evolutionary.

Georglsm answers poverty with freedom, not with force.
It is distinetly preferable; economically as well as
ethically, to sccialism.

Modern Georgists mist rsalize that although rent is
increased by land speculation, it is decrsased much
more by govb. taxes & other monopoly incows. If we
don't emphasize this, our economics will never agree
with modern econcmic reality; we will lesave ourselves
open to charges of being unrealistic, obsolete, out~

£

of-date, and unscientifice. © se




EBITORIALS

1} Henry Georgs maintained that the legitinmate producers
ef wealth were robbad Tirst by monopclists other fhan
the landowner, and then uliimately by the landowner (see
fronb~cover guotation}. .

Some present-day Georgists disagree; they maintain that
the first contract a producer musi make is with the '
landowner, hence the landowner always gets to the pro-
ducer {irst. Wwhile it is true that the first coniract
may be with the landowner, still the amount that a
producer pays as land-rent is determined by what he can
sxpect 25 a return on his investment.

Now this return is influenced by the cost of the various
goods & services the producer must obtain in order to
successfully make & sell his product. If taxes, union
labor, partially unregulated utilities and other mono-—
polies ingrease the cost of these goods & services,
then there is less for the producer to pay to the land
mgnopolist. Thus we see that the landowner is actually
the uitimate robber,; not the first robber.

To stabe that the landowner takes the first cut of upro-
duction and leaves lititle or nothing to the other mono-
polisghs, is to deny the obvious facts of reality. 0Ob-
viously, the landowner's rent share is small compared

to the huge depradations of the tax collector, unionist, .

2% als

£} In the article on page 3, "Analyzing Today's Loonomy",
the point is made that govi. taxation comes oub of the
ingome of landowners (i.e., from natural plus speculative
rent ). The French Physiocrats; our philosophical for— -
bears, expressed this very same principle by saying that
"21] taxation eventually falls on the land". .

3} Inflation, because it enablés producers to more -
eazily obtain ¢redit sith which to pay for the depra-
dations of the monopolists, can lengthen a prosperity
boom. Yes, we have evolved many short run ways of
averting the poverty-with-progress tendency inheraind

in a privaﬁe-rent economy, but we can only temporarily
put off the inevitable day of reckonlngn Keynesi%ﬁiam
is the economics of the short run, Georgism 15 the aco-

nomics of the long run. a0
CovER # The guotation is from "Protectlon or Fres
Trade” & has spmclal significance to modern G@orflst .
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Ed. HNete? iessrs. Haueh & Cord diseuss the pros and
gong of the theories stated earlier in this issue.

ensense! - Seymeowe Reuch

The problem of Ueorgist thinkers to find a satisfactory
description of the modern world can most probably be
solved by assimilating part of the ideas of the pre-
valling econcomic thought, whether Felassical® or "mar-
ginal atility"¥ in origin. Only in this way can.we hope
to acquire a flow of ideas sufficient to cope with the
argumentative emergencies that all Ceorgists encounter.

Some eleémentary thoughts uniting description and our
analysls of economic causation will show the specious—
ness of Mr. Cordts reasoning.

The present "institutionalized® pattern of union acti-
vity 1s to impose a common wage rate on all unitse in
g particular industry regardiess of the productiviiy
conditions of individual wnits. This means that deci-
sions to produce are dependent not on differentisl
iabor costs bul on the prevailing price levsl, the
o8t of capital and the differential naturs of that
industry's marginal production sites.

Increases in wages Lo workers are lmsediately iransposed
where demand is "inelastic® into price increases, cof.
steel, milk, etc. This depresses parchasing power in
comeodities having "elastic demand®, i.e., in commodities
whose sale varies with price. It also raises the walue
of producing sites in the "inelastic” industries.

#When producer is gwner he collects all the increased
walue 50 induced. #hen producer is not owner, hs col-
lects the increased value urntil his lease expires; when
he yields it to the landlord in the form of a higher
contract rent. The net effect of union monopoly whidh
raises wages without increasing productivity is to de-
press the real wages of other workers.

In those situations not resulting in price rises, entre-
preneurs will seek some way of meintaining profit levels.
the only possible way is the reduction of labor costs,
via discharging employees and increasing the output of
the remaining workers or by substituting capital for
workers. In either case total wages are reduced after
granting increases to members of the union. The gains

kN




made by the remaining workers is once again at the exe
pense of other workers' wages.

4 second question needing exposition is the secular
trend of rent. In countriss iike the U.3., having an
open margin, the trend most be downward. If this were
not 80, living standards wouid conbtimaally fall des-
pite the increase in total per caplta preduction, from
ong peak to the next.

ihe short-term trend of rent hawever is upward, preci-
vitating depressions which serve to bring the rent
line down low enocugh to raise relatively "bhs marpgin
of efficiency® of capital, permitting recovery des-
Hmm the handicaps of population growth and the waste
of capital. However, it is ridiculons to argus that
misgry-inducing depressions ars normal to all private
enberprise systems, as is dons by many highly regarded
sconomeists. .

This sketchy'treatment.illustrates the kind of reason—
ing to be derived {rom introducing modern descriptive
sconoemics into Georgism. Only by full treatment slong
these lines can we hope 1o acquire a modern slant which
wiil accelerate cur progress and prevent the disseo—
ination of more mddles thinking such as contained in
this issue. OSuch confused remarks can only act io
alienate people from our cause. & project to the end
of modernizing our itreatment of particulars should

be ilmmediately instituted. .

Commen ZSemsel - Zftevem Cord
ﬁg@ Rauch feels that Georgist theory can be expresse ad
the complicated gobbledygook of modern economic ber—
mznoi@gyﬂ I agree with him & think it should be done,
for there are many brilliant minds who use caleulus
instead of common sense & would appreciate this aporoach.

Howy Lo analyze some of Mr. Rauch's statements:

1} He states that in those industries where a general
price rise has resulted from a union wage increasg, the
%ﬂﬁﬂ*ﬁlteS of these industries are much increased in

! Not s0; presumably the owners of these lande-
23, monopolists themselves, are already charging as
1 & price as the market will bear. The price rise
vill jJust cover the cost of the union wage incresss.

price riss must generally follow a union wage in-
2. in Shosa f@W‘cﬁses where this cannot be done,
rapital-owner mast absorb the cost, His interest




return 15 now lower Lhan average, & he might as well
get inte another more proifitable industry. And no-
thing s0 destroys a undon as when its nembers lose
their Jobs. Hence they try Lo ralse wages only when
they are reasonably sure that prices can be raised.

3} Mr. Hauch has not even attempted to disprove the
Georgist contention that wages ar@ always at or near

the subsistence level in an economy where there are no
monopoellies obher than the land monopoly. I this is

a¢, Lthen a monopoly union wage increase cannob depreds
the real wages of other workers, ag be maintains, ex-
ceph 8iightly & briefly, becanse thelr wages are airesdy
at or ngar the subsistence level. Only the rentowners
can afford to pay this union-gavsed price incrsase.

k} I do not dispure Br. Hanch's analysis of the long
short run trends in land-rent; except in deta“@w
ﬁﬂtgil Ones the #.5. doss not have =n cpen margin.
fHhare can we get free land in this Mﬁhnﬁry which can
RWQVLde anything more thas s subsistence ! n@uacﬁ Detall
Iwot since when 1s population growth a handic Even
t“e Keynesians admit that this growth is }uﬂ% &na* we
nesd bo provide a growing parket for our produciion.

,a;»

¥r. Haouch has chosen to concentrate his atiasck on oy
union position, which is only cne of the many monopoiles
T mentioned. He has not atbacked the mainstream of my
%beeﬂt&tlwwg Just one 0f its rivalets. And ez for ¥r.
Big ﬁﬁ*ﬁfi}thh econonicssy please give me’causative sco-
nomicst I want to know the umderiglag gause of ecopomis
conditions: I can observe these conditlons mysell.

@ .N; h '€$ Sec, 3:‘3.@51&, PoL &R,
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