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_Benry GeoIge School - Fundxmantal Teonomicd

acoR 1 STTORNATRE

LE QUE:

o THE STUDENT: " This jgnmot i examinacdon. you wiil not be asked to turm 17 this

papex- post of the following gquestiohs san be ansvered "yag! OT o', Tnsert yOUF
answers in the girst colomd. preserve this éh"eet"uni:‘l‘l the completion of the cours®

and {nsert your answers at that time, in the second colum. You will £ind it inter-
asting o compare Jour answers pefore and after the course. For subsequent 1658008

there will be 2 veading aseigumént .

0.

" (o) Goal mine?

‘Fi:x-:sb i;eééon ".__Teﬁtﬁ Lgésun

tg there & known timit to Jruman desires?

Ave pericds of recessiol and umemployment un”
avoidable in 2 private _ent}erprise ecomony? w7 E e T
Would you consider the following o be wealth?.
(a) Trees in 2 virgio forest . i
(b) Wood in & lumber yard ’

() Fish gwlmming in the pcess L

(d) ¥igh in the market .

(e} vatapped oil in the ground

{£) Casoline in youx €8Y¥ -

(g) A house .

(h) The 1ot on which the house stands

(i) Money

(i) Slaves

Does automation cause unen;ploymeﬁt?

Is e.twi::unmenta}. po].lul:ion umwoi.&able in 2o
jpdustrial and urban economy?

Can earth’s ragources su;;port an jncreasing
population‘!

Ronld you consider the work of the £0l1owing
people a5 labor?

(b) Business executive. 7
(c)"rraVeLi’.nngsalesman S .
@ Thdependent: sracekeeper: -
(e) Slave :

Hould reduced taxes {ncrease purchasing powt’.r‘!

Put 4 check in the columd after the gratement

you consider rights

(a) Taxes should be 1evied according 0
ability te pay-

(b) Taxes should be 1evied according O
benefits received by the taspayer-

ghould the _g;w'ermaent place & 1imit on & ?erson‘s
garnings

P

x
H




L.1, p. 2 First Lesson Tenth Lesgon
i1. Can 1a‘:;or be empioyéd witheut the aid of
capital? . ’

12, -Pat a checlt in the column, aftexr statement -
-you comsider correct: =, R
(a} Employers pay wages Out of their
capital. . .
(b) Employers pady wages out of what
iagbor produces.

13. Put z check in the columm after statement
- you consider correet: -

(a) Mass unemployment is dire to personal
laziness, incompetence, lack of skill,
etfc. )

(b) Mass unempioyment is due to econoniic |
malad justments over which the individe
ual has only limited coutrol.

14. Check one:

: Is everyone emtitled to:
(2) A Lliving?
{b} The opportunity to earn a living?
(¢} Neither?

15. Do the following prevent poverty?
(a) Social Security
{b) Enemplcyment insurance
{c) Minimum wage laws
(d) Guaranteed annual wage
{e) Job training

% £ ®*

EEAD the Introductory, "The Problem", #n Propress and Péverty, pp- 3 - 13,/ Wote
especially pp., L0 - 13. This chapter outlines the nature of the problem to be

investigated and the methods George proposes to nse, Note the axiom Georgs cites
on p. 12: “MHen seek to gratify thelir desires with the least exzertion". This is

the basic axiom wpon which econmomic analysis is based.



Henxy George School Fupndamental. Econcmics
LESSON_T1 - DEFTNITIONS; PRODUCTION ARD WACES '
Reading Assigoment: PROGRESS AND POVERTY, Book T, especially Chaptexs 2 and 3;
also middle paragraph, p. 162. Tmbers after questions :}dicate page references.
o

Questions followed by a blaok(-) indicate the student 1s. give his own answer.

The Meaning of the Terms

1. What is political econamy (or BET
econemics)? {(See supplement)

2.  What is wealth? (41-42, 49)

4.  Are bank-notes, money, stock cer- L o ,;,H;.? AFEN
tificates, mortgages and bonds HE e :
wealth? (39-40) )

4. TIs land wealth? Woy? (38)

%. Are kpowledge, skill and experi- ’
enice wealth? Why? (39). R

nate Tiads

oy

6. Are slaves wealth? Explain. (40) . . ' T

7. What is. production?® (see éupple- '
ment} "

8. What are the factors in the pro-
duction of wealth? {(32-38)

12. Give examples of: 7
{a} wealth that is capital

(b} wealth that is pot capital {-}

13. Arve transportation and menchan=
dising part of production? (48) .




The b!gauing of the Terus ' B ’ . L.II, p. 2

14. When is pruduc’cion)c‘-bmpletfed'!'{%)

15. What is discributionm?
(See supplement)

16. Name the returns to:
(a) Land; (b) labor; {c) capital
{Sae supplement)

Haviang defined cur basic terms, we ‘pursue cur inquiry with a study of their pro-
. per relationships.

Production and Wages

17. What is the problem of poverty as
defined by Henty Georgel (17)

18. Does poverty still accompany pro-
gress? {-}

(Fote: In Bock I, Hemry Secrge examinés the theory current in his day to explain
poverty, i.e., low wages. it was kpown as the "wage-fund theory" and said that
there was o fund of capital out of which wages were paid. The moTe workers there
were, according to this theory, the less each got in wages, since the £und was
fixed, Though this theory is no longer formally held, the assumption upon which
it is based is still widespread — nanely, that wages are dragn from capital. We
therefore examine this assumption and seck the Teal gource of wages.)

19, When the laborer employs himself,
are his wages drawm from capital?
(50

20, When laborers ave paid by a per- L e
centage of what they produce, :
where do wages come from? {(53)

21. When lzborers are paid with money,
ig the resuit any different from
paying wages in kind? (55-56)

22 Does labor precede the payment of
wages? (57-38}) .



Sup., L. II, P- 2 .

Everything piysical (other than man) which 1s mot the result of mam's ef-

fort is withinethe ecomomic definition of land. This concept thus ingludes not
: merely the dry surface of the earth)‘but all natural waterials, fotces and oppor-
¥ fymikilés, - The treées in & virgin forest arg land, vmereas the timber in & cultivated

4

fqrest i.s we.alth

P TR [ P

I.abcr- All hoeman exertion in the production of wealth.

Mentz-ﬂ t,on 15 1labor as ‘Well “as muscular. effert. AL wﬁo‘ AT

productmn by “expending their mental ad bodily energy aré’laborars’in the: eGonomic
.sense, - Whether the work is-that of the execative at his desk, the engineer at his
R q;swing board the mec‘anic At h:.s la.‘l:he th ] sales clerk in a stcnfe, or the farmer

Capi:fa];:‘ Wealth used to produce more 'wealtil or weaith ir: the cﬂutse af i;a.nge‘h W

A machine is wealth.: TIf used to produce shoes ox- nther wealth the machlne
is wealth that is ca ifal. 86 also would a marchaat's stock of goods in trade be
rgapital.. The. samss items in the hands of t:ha ultimat:e cunsumer are. wealth that is

_mot_capitall.

Distrxhut:.og The di'v:.sa.an of we.alf:h amnng theu facters vmzch prodwice it.
- *

’.{‘he acunomic temm “dlstrﬂmtlon Enes not :efer o tha tmnspor[:ing and

merchiandising of wealth. These processes dre part of production. Distribution pe-
igion, or ggporl::.onment, of the prot!uct among the Ffactors of produc-

We commonly speak of paying "rent“ for buildmg accommndatmns, or for.hir-
RS -:\.ng a;l:ypewritea: oy, an omobile. This is: mor et n.pmic ‘rest. nly that which is
realized Lrom '1and 'can .p.er}.y T:-e termed ren.t. . -

-Mapes: ‘J:hat part of wedlth which is the réturn to 1ahor. :

Ordinarily wages are thought of as the cnmpansatxon pa:.d to an employee.
f.-’ Ecommically speaking, lhoweve::, wages include the.earnings of all whose labow has
in seme way produced wenlth. Thus, the owner of a business enterpr:.se ‘earnd wages
when his managerial sarvn.ces help in the output’&f r.he pmduct. o

Q';érg'sﬁ- ‘ That part, o:f wealth Whlch 3.3 the returs for the use o’:E eapil:al.

o In cgmmon_parla.uce, a, borrnWer pays “interesl:“ - his creditar for: monay

- loangd to hifh. In gconomic thecry, howaver, inasmuch a¢ money. iz fot vapital,. the
mea-'lfl:mgmf interest is d:.fferen!_. & farmer s ‘reapets and s{los are a-part of his
capital, which whan employed in ‘harvescing asd storing wealth. ‘in the form of wheat,
earn for their contribution to production a portion called “imterest".

.

e
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Lend: The entire material upiverse emclusive of man and his products,

‘Everything puysical {other than nen) wihich is not the vesult of man's ef-
fort is within the economic definition of tand, This concept thus includes mot
meraly the dry surfacé of the earth; but all natural materials, forees and oppot-
tunities. . The trees in & virgin forest are land, whereas the timber in a cultivated

forest is wealth. oL
- - . B T o . - tar.

P

Lebor: A)11 human exertion in the production of wealth.

“Mental foiy is labor as well as miscutar effort. A11- who. participate in
production by expending their mental and bodily enersy aré’ laborers in’ the-economic
_sense, . Whether the work is that of the executivae at his desk, the engineer al his
drawing boafd, thé mechanie 4t his lathe, the sales clerk in a store, or the fammer
i a field, It is 1ahor 'in polifidal economy. ~{Ia a ‘largef sense; exertioi expended
. in, sich services 3. acting, dentistry, teaching, etc., may be -¢origidarad i ‘iabor,
but. for the sake of simplicity we are concentyating our sttentich om the productien
of wealth. The comclusions we reach will be also applicable to séivices. ¥

Capital: Wealth used to produce mozZe wealth, or wealth id the tourse af-ekchange.
A wmachine ig;wea'_lth_. . Ef used to produce shoes ox other wealth, the machine

is wealth that is fapital. Bo alsg would a merchant's 'stock ¢f goods in trade be
‘gapital. The szmg items in the hands of the ultimate consumer are wealth that ig
pot_capital. ’ N

Digtzdbutdion: The .division of wealth emong the factors which produce it.

" %he economie temr"ciistributioi;ﬁ" does mot refer to the transporting and
merchandising of wealth. These processad sre part of production. Distributfon re-
-ferp to .the division, of, apportiopment, of the product among the factors of produc-

tlen. - - s

i The. A_av'er':suea‘ of distribution are rent, wahes and interest.

&e;n_t_ T}}at_-pkrt of wealth sihich is the return for the use of Iand.

We commonly spe"a-fk— ‘of ‘paying Mrent” for building ‘sccommodations, or for hir-

.»; .ing A typewriter ox an automobile, This is not econpmic reat. Only that which is
,realized from land cap properly Be fermed renti.s - G a Bl

Eé,:;jgzj_:, 'ifl.w.t p-e_crt of v;e.a'lth which is the réturn to labor.

Qrdinarily wages are thought of as the compensation paid to an employee.
- Ecomomically speaking, however, wages ipelude the earmivgs of all whose labor has
: ‘Thos, the ownex of a business enterpr 18é earitd wages

in #ome wdy produced wealfh.
when his managerial services help in the output"of the product.

. 'In;":er'e‘sti:' That part of wealth which is the retum for the use of capital,

ERTTI. In common parlance, & bor¥ower pays 2iaterest” to his crediter for money
loangd to him. In economig theory, however, inasmuch s momey is mot eapital, the
is diffefent. & farmer's reapers and siles are a-part Bf his

meaning.of interest :
capital, which vhen employed in harvesting and storing wealth'in the form of wheat,

earn for their contribution to production 2 portion called "interesth.



13.

14,
i5.

16.

17.

18.

19.

ANSWERS TO LESSON II Fundamental: Economics -
The science which deals with the nature &f wedlth and. tha natural- laws govs
erning its production and distribution. o

Al]l material things prb'duced by laber for the satisfaction of de;n.res and |
having egchange value.

No, they axe but evidences of wealth or elaims on wesith. Theit trctense’ oF
Jdecrease does not affect the sum total of wealth., Essentially the same 1s.
true of momey. It is a means to exchange wealth rather than wealth itsn_a’lf -y

Fo. it is mot a preduct of labow.

I;Tc, they are pot material things. They are duman qualities, atEributes of
labor. [T -

g e, -, ) B

;.. ¥o, they.are.buman being whose labor is expleited. = . . . - Lea

- . . a3 . gLt R . e
All processes imvolved taking wealth ‘add“Fringing i & ultimate con-
SUmeT. I . : o g “:'\k}m_r e . -

e s it in

a0 T e .
Land, labor, and.capitel. Land and labor &7e primary factors; tapital is-a de-
rivative factor,, .;(Spme esonomists mention other factors such as Menterprise”
and Mgavernment" b ‘on, gihniinarion: the e foupdirio be ongpr A combinatien
of the three basic faetors. - R i LR T o ’ T *

e

The entire materisl universs exd¥i} sativand His -products. L "

R [ECHE T RS-

All human exertion in the production of wealth.
Wealth used to produce more wealth, or wealth in the course of ewchange.
Wealth that is capital:  Bocks in a bookstore, car used in busipess, carpenter's

tool kit. Wealth chat_is mot gapital: Books in the home, car used fox pleas~
ure, hobbyist's tool Lit.

Yes, production includes not merely the making of things but also bringing
them to the ultimate consumer.

When the product reaches the ultivate comsumer.

The d¢ivision of wealth among the factors which produce it.

a} Rent - that part of wealth which is the return for the use of land.

b} Wages - that part of weslth whieh is the return to labor.

c)} Interest - that part of wealth which is the return for the use of capital.
(Any other returns, such as vprofits" and "taxes" are derived from one or

more of the three bagic returns.}

"Yhy, in spite of tie increase in productive power, do wages fexd to a minjmum
which will give but a bare living?"

Yes. 1In our most advanced cities, slums spread and poverty festers, Real
wages are eroded by inflation, high taxes and other factors.

No, from the product of his labor. Exawples: Fishing, fruit picking.

(ower;



Ans.

20.

21.

22,

23.

24,

25,

g4
27.

28,

L, II, B, 2
From their own production. Exauples: Whaling, selling on comtission.

Mo, it is essentially the seme-thing; meney but represents the wealth pro-
duced. "Production is always the mother -of wages:™ * - RS

Yes, labox must first produce the wealth from which itd wages come.

a) Fo, - R . - - s

" b} The value his labér is addidg té the enterprise.

¢} From the product of his labor.

An ezample is the erection of a high-vise bui-lding. As each floor is added,

“the value of the building is increaséd. -The value each laborer has added each

week stands in place of the wages he has paid.

Because in such eaterprises the entrepreneur wishas to accumnlate the products

of labor. Et is for this reason, and act to pay wages, that capital is reguired.

{Tn effect, the wages paid constitube’d receipt for the work doene and a claim
on other wealth of equal value. Yo capital is advanced.) C

On pr_n&ﬁctiun that is :cont:'.n‘ucri'.ls'ly going on -+ that is, current produstion, .

Wo, lack of capital is usually the result W€ comditions which ate also -cang-
ing poverty - unjust laws, political corruptioa, ignorance, monopuly, etc.

Wo, there is often thé dedpest poverty where capital is most.-zbundant, " We .’
mast look further for the cause of poverty. .




Prectuction and Wages (cont &)

23, When a worker is engaged in a long=

range enterprise, the product of
which cannot be pat into exchange
immediately {e.p., & bridge}:

(a) Is the smount of capital less- [€:3]
ened when his wages ave pald?
(b) What stands in the place of {b}

the wages he receives? -
{¢) From where do his wages come? (e)

g, (64-68)

24, Give an illustration of a long-

~fange enterprise and describe how
value is added by labor as wages
are patd. {-)

25, Why is capital required in long-

range enterprises! (68-70)

26. Do we live on production from the

past, or on production that is
continually going on {(current pro-
duction)? (75-78)

i
gy
~ 27. Does lack of capital explain the
resistence of poverty in under-
developed countries? (81-84)
28. Does lack of capital explain the

resisrence of poverty im advanced

countries? (87-88) %

g

L. X, p. 3



) ) Fundanental Economics

LESSON ITI - POPULATION; THE LAW OF RENT

Reading assipnment: Book II, especially Chap. 4; also Book ILE, Caps. ! .and Z.

In our quest for the solution to poverty, we.mow exzmine 8 *.:.heor”y that is
held by many authorities - that the world is becowing  overpopulated. . .

Population and Subsizience

L., What is the Malthusian theory advan- - I e .
ced to explain the persistence of T
poverty? {(91)

2, To what factors, other than density
of population can we attribute the
poverty of supposedly overpopulated
countriea? (1063

3, 1In point of fact, have the populations
of these countries outrun the means
of subsistence? (113)

&, Tn these supposedly overpopulated . - e
countyles, does all the wealth go to AP R R
those whao produce it? (113-128) ’ N

5. In the various countries of the world - s Rt e e
ig there any consistent correlation .
between poverty and dengity of pop-
nlation? (Sae supplement)

6. Are we near the limit to the number
of people the earth cam support?
(133, 2453)

7. Whare do we Lind the greatest evi-
dences of wealth, in denaly populated
commmities or in sparsely populated . - S
comunities? (143) o o

8. Does the increase of populatiom de-
crease the power to produce wealth?
(150}
9, Does tha increase of populatiom -
therefore explain why poverty per-
sists amidst advancing wealth? (150)

The Laws of Distributicn

10. Why is a study of the distributiom
of wealth the next logical step in e
our inquiry? (153-154) - - .

11. In political economy, what is meant S oo
by: {2) the distribution of wealth? T .
(b} the laws of distribution? : : . .
(See supplement)



L. ITL, pr 2 i

15." In what way are laws of distributionis: s
porrglated? {160)

13, ¥Name the thiee factors of prodiction - . *
and the yeturn that each one receives.
{162}

14. TIs capital a necessary factor in the S

production of wealth? (164) e

15. Te wealith always dividéd inte three
parts? Explain, (164}

16, Why is the term Horofits" misleading
in the study of political aconosy?
(156-159) '

The Law of Benf

17. WHow does the common mesning of the
term "rent differ from its meanlng in..: -
the eccnomic sense? (165} s

18, If the same person is both the owner
and the user of land, can there be
vent? (165)

1¢, Can land yield remt if mo one is will-
ing te pay fer its use? {166)

20, Does the rent of land depend only on
its own preductivity, or om its pro-
guctivity as compared with lapd that
cun be had for nothing? (166)

21, What qualities mzke some ‘land better
ther other land in the following
kinds of productien: {2} Agriculture;
(b) Mining; (c) Commerse? -3

22, If labor must resort to land of in-
ferior quality te get it free, what
now happens to the yenl oo all better
lands? (167}

23. What iz the margin of production?
(The term "margin of cultivation” is
gsometimes used. Both have the same
meaning.) (See supplement)

24, TWhar is the Law of Rent? (168)

25, Whers are the highest rents found?

: {1703

26. 1In what way ave Laws of Wages and In-
terest Infersed from the Law of Reut?



Fundamental Economics

sui’mzmi'f - Lﬁssou LI .

1. mvummnmnm;sounczs Lo

There is little eotrelatiﬁh between density of, yopulation and pove.rty. be‘rlsely;h_: -
populated Belgium, Netherlands Getmany and Ureat. Britain have higher:standards of '
lifing theu eparesly populated Brawil, Egypt, Irgq and 6.8, 8RB~ :Bpargely. pepulated
Aystralis has g higher standard of living than demsely populated: Haiti.- The so—called .
"sverpopulated” countries of Asia, such as Indis and China, which:experience famines, . .
have fewer peoplé per square mile than such countries as Japan and Israel where higher & -
living standards prevail. {Check a current ye.arbook such as. the World Almapse for

latest populat:.ou fignrés.} - e,

Nur is it tiwse that the most important cause of low productiv:r.ty is poor quahty
of the.soil, o climate. Denmark, with poor and sandy seil, has heavy agrlcultural
yields, hacause crf good faming practices ﬂnd fafmrable. guvarmnental pulicies.

The Fa0 (Fnod and Agr:.cult:ural Organization) reports ::hat: thare.ate mote tl'ian s
billion acres of unused but potentidlly productive Tand i the wurld three-fourths
of it 1n the undevdevaloped avess.  Ounly she-sixth of the arable.area of Australia is
used, = Canada ig usipg only half of hér arable area. JIn. the Middle-East, eight
countries t11% 80 million acfes; auncther 215 millicn acres could be tilled if rhey.
were iriigated. The FAG also repox:ts that in recent yea.l:s world agricultvral prpduc:
tion outstripped populatmn gtowth ' : . }

Fnown petroleum resources of the world are increasrng y: 1east aa rapdily as t,hey
are being produced. {041 problems relste to polivies of oil counéries rvather than o
natural. shortages.) ’ The solak( enersy that reaches horizontal surfaces in the lowex -
middie. latitudes is:équivalént to abodt 1000 tons of coal per acte per jyear. The )
energy increases in the arid sub- “tropice and tropics. "This igigrester than the
enexgy content of all the reaer\res of coal, oil, natural gas and ‘wianivm in the earth's
erust. | | o ) =

:

The &cean. has ‘opezied up @ pew froutier of abundsnt natural resources. 'Besides
undervatar oil a.nd gab] there is a virtually unlimited supply of food in.the form of
algae as well as fish. Theve &r i:so vast undergtound reserves of fresh water wmch

ha.ve :mt been tapped.

. It has been est.mated by the Un:l.ted Nat:.ona that, using pa:eaenl: Wesf:em technol-
: ORY . the éarth eppld easily support 50 times lts present population. Naturall' s this
figure would ba increased as teclmology advanced.

m LAWS OF DISTRIBUTION .

) i 'l:he di.stnbutlcm of wealth in econcmics means the divis:[.un of w‘e.all:h among the
: faa:tﬂrs that have praduced it.

The ldws of dmbributicm, aail the natural laws which detavming wbat portion of
wealth produced’ is the xeturn.t ‘each factor of production — land, labot, and ‘#apital,
which' get, respectively, veut, wages, and intérest. This is’ “the primacy dlstribution
of wealth. Other distributions  — e.g., taxes — are aecondary after the’ P i'mary
distribution has taken place... e o

The entire product (wealth) is dlstributed ag; Tent,- wages, and "infé_resr:‘-, and
hence this distribution mest account for the entize product. ' .

Land Rent ’ FUoine
Labox....t. Health £ Wages. - e e e e e

Canital Tarareat
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3. TAE LAW OF RENT

Thesa illustrations show how rent awises and is. measured in relation to wages in

a new sccioty whexe eapital is not yet ‘used
shall see the effect when capital increases

extensively. As the ccu:serprdceeds, we
and society advances.

‘Tet us 1mag:me a ne country where settlers are First arriving ‘g all -the land

is ffea. Different lands have varying degrees of productivity. We ;
Tn the mext lesson we will take note of _&_;‘.f-

all lahorers have equal productivity.
' ferentes 14 skill, ete, ) .

o
-t
| o
o

A, Represents a mew country. divided into -

“aveas of varying productivity. .The fig-
‘yriés tepresent what each grade of land -
will yeild per umif of labor — e.gy; 8
bughels of potatoes For one day's work;
7 bushels; efo. . . .. ool

In reality, lands are not marked off
so gharply as on this dipggram but blend -
into one’ andther #s the Colors of the -

* Remt 1 Tt

L YA T
I8 if 7 & 5
LIl

- Wages - 7 - PR "

¢.  Eventually, all the MM 1apd :ison-
cupied, and the mext comers mist resori
to 7" iand. This lend is free and
yeilds no yent. The entirve product of
7 Boes to labor as wagea.
is pow tha margin of production — - the %
baest land to be had for mothing.

Weges algo drop te 7 on "g" land
which now yields & rent of 1.
awner of "8 land wanted to hire iabor,
he would have to pay 7 in wages, since

that is what the laborer could get work- -

ing for himgelf on 77" land. If 2 Tabor-
ar from "7 tand wanted o work on "8
land, he would have to pay 1 Lo the ownex
in rent, since he can get no more than

7 working on free land.

The mergin of production is the best L

least productive land in use.

. . thelr wages. {Shaded

Thig M7 land:’:

if the -

We will assume that

Remt = § ..
i
£”8“' N T 6

s |

i

U “Hages” B

Bo-As: séttlers begin to arrive, they

-¢.yil] paturaily take up the Number § or

most -productive Aand, since "men seek
to satisfy their desires with tha least
LexerkionB. . 0 -
N . - - .
.. As the land is free 'thidfe is no ‘rent.
A1l the settlers produce constifute ’

fed péreidn’ repre-
A 8

- .

. sents settled ‘}.and';-—)

3}127 ;:'l >:-, o a
TR IR T TN T,
NIRRTV A
i iiae .
B pas 15 3

& ke:ep-rg:pmlng é"ﬁd.f‘?" 18

is used up, so the Hext chmers mast go
to "6" lapd, pushing down the margin of
profuititn ‘o "6Y, © Hak then . go_ dovi
%ior "A11" Land ; ;

New settlers must next go Lo g .
“Lanid as illustrated above — u5h land is
new the margin of preduction. Vages
- drép to. FEeR-ER il yEnt corges-
ponding Ty

The térit of Ljnd is &
the excesg b prodi

SE itk prodized o v that
whiich the shmy spplication ¢f labor and
capital -can ‘secire from the least pro-
ductive lend in use (the margin of pro-
duction) .

sad thar dan’ be had fox nathing; or, the
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Fundaméntal Economics
ANSWERS TO TESSON IIT

That population temds to increase faster tham subslstence. A point is veached, ac-
cording to this theory, whers the earth can no longer support the population.

Unsocial ignorance, unjust Laws, destructive warfare, uneqial opporturiities, uader-
development . :

Wo, large upused areas and {nefficiency of production indicate that a great deal
noxe could be produced In these couniries than is being P,xéo&pced. {Examples:

Iraq has a sparse population. Once a rich agricultural coeuntry, the pecple now
live in poverty despite oil development; Denmark has: 2 dense population aud has

a high and well distributed stamdard of living despite poor matural resources.

No. In all such countries there is a large number of non-porducers supported in
lumury and production is tetdrded by unjust laws. (Exawples: certain Latin Auer-
ican and Southeast Asian countries.)

No. Righ standards of liviog prevail in some countries which have either low or -
high densities of population; and the same is true of low standards of living.

No. the limit could only be the limit of space. HMeanwhile the eaxth is still
sparsely populated, resources are still plentiful and we dxe daily learning new
metheds of producing more. )

The greatest per capita production of wealth is found in demsely populated
countries.

The increase of peopulation increases the power to produce wealth, #5 @ greater fun-
ber of people cam produce p larger proportiomate amount of wealth then a smaller
mumber. {Specialization of labor and exchange of wealth in which per capita pra-
duction in insereased.)} -

It does not. On the countrary, the increase of population permits of greater
productivity. ‘

As the answer to the problem of poverty is not to be found in the laws of produc-
tion, we theérefore turn to the laws of distribution. ) '
a) The division of wealth among the factors that produce it.

b} The natural lews which deteymine what portion of wealth produced is the return
to each factor of production, i.e., land, labor, capital. :

These laws must account for distribution of the entire product. .
Rent ie the return for the use of land, Wages is the return to labor, Interest
is tha return for the use of capital.

No, labor exerted om land without the aid of capital can produce wealth, even
though of a very primitive nature.

Mot always. Without capital, for example, the produece may be divided as reot and
wages; or only as wages where land does not yield fent; or only as wages and in-
terest where cdpital is used but land is free.

Because it is indefinite. A “profit" is any amount received in excess of an amount
expended, =nd may consist of rent, wages, or interést, or any combination of them,
"Profits" ig a bookkeeping term, not an economic term.

In common parlance, rent includes payment for use of buildings, machinery and other
forms of capital, whereas such rerurns are interest. In the economic sense, rant
represevts a return only for the use of land.

Whatever the owner might obtain by letting the land to another person, 1s reut.

No, rent arises only when some one is willing to pay for the use of land.
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The latter. No matter how productive it may be, land will yield rent only if it
has a greater productivity than land that can be had for nothing.

a)y Fertility and nearness to markets; b) Abundance and accessibility of natural
resources; ¢) Hearness to pupulation, transportation, commnication and other
facilities, .

The rent of all better lands will increase. This 1s so because the relative pro-
uctiveneas of all better lamis will wow be higher as compared to free land.

The lezst productive land in use; or, the best land to be had for nothing.

The rent of land is determined by the excess of its produce over that which the
same application (of lebor and capital) can secure from the ledst productive

_land in use (the marpgin of production).

In manufackuring and comsercial centers; slso ¢n lands rich iIn hatural resources
(oil, minerala, ete.).
We can tell by subtraction how mech is left for wages and interest {or for‘wages

along if capital is not used).
- Production = Rent + Wages + Interest

Production -~ Rent = Wages + Interest



LESSON IV - THE 1AW OF JNTEREST A0 THE LAW OF WAGES

Reading asgigmment: Book EIT, Chaps. 3 te 8y especially Chaps. 5 to 80w L

Fundemental Economics

Having established the Law of Rent ag one of the Tews of Distributidn we now
proceed to 2 study of the Law of Intevest and the Law of Wages, - We take-intevest .
first, as wages ave the ultimate object of ouf inguixy. T e

"¢ The Lav of iInterest
b
1}1.; What iz interest as used In political
'{ economy nad how does it differ from EER
interest in its commercial semse?
(173} ’ e 1

2, a) Is land capital? b} Is the return
from land interest? {(189) TE

3, In which cases do stock dividends and
interest on bonds reprasect true ec-
onemic intevest, and in which cases o E S el
dp they not? (189-191) : a0 -

4. Does capital employ labor or doés
labor- employ capital? (135)

5. How is the gquantity ef espital in-
creaged ond decreased? (193}

4. What is the maxismum return that can
be obtained for the use of capital?
(195)

7. What is the minimas return that can
be obtained for the use of capitall

{195) )
8, What is the noxmal point of intex- "
est? (158)
- 9. Why dp wages and interest temd Co
. am equilibriem? (198)
ey

,,»/-f{.ﬂ. Lf interest tends to rise above the 4 =
' point of eguilibrium with wages, how Q-
# will the balance be re-established? -+ -~ :
{200; alsc see supplement) ' T

11, If intevest temds to fall below this
polnt of equilibrium, how will the
balance be re-established? (300; ' : ’ o
also see supplemeat) L g . oo o
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17. (3)Peiling land values. (2)Kew inventions, increased population and increased
production capacity. (3)The willingness of lebor and capital to accept smallexr ve-
turns. )

L&, With renewad sctivity, land values rise; another period of lend speculation sets
in ard & new depression is on the way,

19, Depressionz and recessions are merely intensifications of the general tendemcy to
poverty persisting with material progress.

2. Government economy; education; labor mno'xs, conperatinn goveremmental direction;
land distribution. -

2i. Wages would remporarily rise, a&s labor could keep the wages it mow pays in taxes.
This would mean incressed demand and inerpesed production. Rent would-rise and even-
tually swallow the whole gain. h

22. Fo, they carmot. They may help in individual cases, as when a pexsomn works harder,

but insefar as these quelities bscome widespread, they increase: prcduction' this in

turn increases. rent and redutes the general level of wages. (Example: At one time

reading apd wriving were special skills and paid higher wages than ordinary:yorkmen

received, As these skiils have become moze- unwersal they do not command a h:kgiler
_-¥a2ge than the .gemswval lnval B L mennhar e

23. Aun inereage in wages in any one industry doad’ not affect :he margin of preﬂuctirm
v-rhich determines the gemeral level of weges.

24. Theoretically yes, but it would be. practically impogsible. Note, toe,*that strikes
invelve tyranpical dad destructive methods; they are stiniggles for endura.uce it which
Llabor starves, capital wastez and Iandomers can walt. .. B

25, Wo. Cooperatives, Whén effectz_ve, ten& to increase proa{uction, as do "mpfovﬂi'en,ts
in skills, machinery, inventions, ete. Their ultimate effect 1s ta increase fhe

demand for land, thereby lowering the. marvln

7 George -pom,t»s out that although governmental regulation may tamporarlly aldeviate
puverty, it dves not and cannot solve the problem of poverty. It tends to vestrict
production; requires costly burgaucracy .and encourages évadion of regulations. (Whell
George refers to "the ideal of gogia; ™ he means the ideal of 2 harmonicus and co-
Gperq.ltpwe socksiy whith can v, be.artained th*'cugh .Ere dom and natural growth and
not through an ieconomy plapned by goveroment. ) .

27. No.

28. Wo, it would merely increase the pumber of Yardownérs.
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Fundsmentai Economics

SUPPLEMENT ~ LEJSON IV -

1. INTEREST AND WAGES

Interest is rhat part of wealthk which is the return for the use of capital.

iIn effect, interest is a yeturn for buman exertion which has been previcusly .
applied and stored up in material form to increase production. This retvrn (interest)’
will balance with the returns for other human exertion applied directly (wages).
Interest and wages will be equally attractive because people tend to apply their

energies at the point of highest return.

Interest will rise and f£all with wages.

Wages are that part of wealth which is the return for lgbor.

Wages are determined by what labor eam obtain at the lowest point of productiun,
that is, the best land available remt-free (the¢ margin of production). Wages can
no higher on any better land because the compeititition of people seeking the higher
returns would naturally tend to lewer wages thiere, too. Any excess of product om .
better iands goee 3s reat for the oppoftunity ‘of using the superior location.

A, The total product is divided into
Rent (R), Wagea (W) and Interest (I).
Between wages and interest there is a
balance represented by the pendulum
dividing themn.

C. If interest goes down in relation
to wages, less capital will be supplied.
At the lower interest, less capital
will be supplied and more demanded; at
the higher wages, more labor will be
supplied and less demanded. Thus in-
terest will tend to go up and wages

go down until the equilibriuom is
restored.

B, If interest goas up in relatien to
wapes, a countermovement sets in to re-
store the equilibrium. ¥or at the
highexr interest, more capital will be
supplied apd less demanded; while at
the lower wages, less labor will be sup-
plied but more demanded. This will
lower interest and raise wages until a
balance is restored.

-

Fadf

P. While wages and Interest tend to an
equilibrium, this does not hold true of
rent, Land being fixed in quantity,
there can ba no new sapply to bring rent
down. Thus vent increases at the ex-
penge of both wages and intexest.

As Tent arises, interest will fsll as
wages fall, or will be determined b

the margin of production.
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2. TEHE ECONOMIC STRUCTURE

| Services

I ﬁamzfacturiné }

Extyactive

Land

A, PRIMITIVE: ¥n an undeveloped or
primitive economy, most economic activ-
ities are based om primary or extrac-
tive industries, such as agriculture,
animal husbandry, ete. This condition
exists today in a great part of the
world, in the so-calied "waderdevel-
oped" countries. ’

Servides

Manufacturing

Extractive

Land

C. ADVANCES: With furth r development
of the economy, the preatest increase
takes place in the service industries —
professional, financila, domestic, gov-
ermmental, etc. The W.5.4. is now said
to be a “service echnomy”, THowevex,
even in the most advanced societies,

the economic strudtare still rests on
the lapd,

Sexvices

Manufacturing

Extractive

Laund

B. DEVELOPING: As sn econemy develops
and technology is introduced, more of
the labor force is devoted fo-mgmufac- )
turing. There is come increase in SeTv~
ice industries, but the greatestw
is in the processing and refiring 'of
materials extracted from land,

Services
Manyfactufing
> Extractive o
Land

D, PATHOLOGICAL:; If there is interfer-
ence with the free use of land, there is
an unnstural restriction on production.
Pzople are then forced into the upper
levels not from patural growth, but be-
cause of the restiriction below, Ecnommtic
distress and unemployment result. The
economic structure becomes unbalanced
and may topple.



Fundawenital Economfcs

ANSWERS . TG LESSON IV

1. Iz political economy, interest is that part of wealth which is the return for the
use of capital. Commercial interest is smy return on an investmeat oF monstary loan
end usuvally ipcludes gompensation for risk. ) B
2. a)Land 'fis_ mot ‘produced by labor and therefore cannot be tlassed as capital,
BYThe return from land is rent and should be distinguished from idterest. The return
on a mortgage is called “ipterest", but insefar as the mortgage repiesents land, the
return. reflects rent, IR ' :

e : s e
- 3.0 _Stg;;ks“a‘f:ﬁ bonds ave mot capitat.. They are ewidences of owmership. If they repre- .-
sefit’ trie capital, ‘the return reflects interest. If they represent Tand, the retygn:
reflects rent. (There may also be othetr elements in the retuins that axe mot true
economic interest, such as compensation for visk, monepoly Teturns; ete.) . P

- i - TR
4. Capiral ¥s'a form of wealth, not a person oT persons. Capital 4& used by labor as ¥
an gid in producing wealth aod it is always labor .that ewploys eapital. ’

5. Capital is increased by being produced and by converting existing Wealth into eap-
ital, Capital is decreased by being destoryed and used-up, or by removing existing - -~
wealth from its use as capital. - E

6. The entire increase that its use will bring. Any létj_gerraré.ti;t_n to capital would
. fuvolve & loss to labor. ’ T S . .

.

7. The replacement of capital.  Agy swmaller return to capital: wuld involve 2 loss
to the owners of capital. (@m exceptiondl cases an osmer might €dke a loss xather
than allow capital to deteriorate entirely.) - - -

e

-

. Interast will tend to settle around that point which will make rhe rewa'rdq-éf :
hex’

"8
labor and cepital equally attractive, that is, will give an.equal zésull ko

- ~:for an'equivalent effort or sacrifice made. B ) )
' of capital, or capital weuld mot

9. Because otheérwise labor would not, aceept the'u
be placed at the disposal of-labdr. . . ' wey

“

10. a)There will be a2 l:e'n'd Vy to px’:;duce more capital; b)a greater ﬁortion of exist-
ing wedlth will be applied “to use as capital. The resulting increase of capital will
tend to reduce interest Tdtes. i a

_Ti. a)There will be a tendeney to produce lees capital; b)a lesser portion of exist-
“ing wealth will be applied to use &8 capital. The resulting scarcity of capital will
tend to increase interest rates. :

12. a)It would rise. b)Hore would be produced, c)When interest fell to a mormal
point. '

13. a)They would rise. b)More workers would be attracted to it. c)Whenr wages fall
to a normal point.

14. On land obtainable without the payment of remt, i.e., at the margin of produc-
tion. On all land superior to the margin, rent would command the excess perduction.
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CoE g ey
15. YAs rent arises, interest will fall as wages fall, or will be determined by the

margin of production.® (The firstipart of ‘this law as given in the texts, denling
with the “reproductive modes of product:.on , i not essential.. See 1ast pa.ragraph
- page 203 S T ! - L i .

16. a) Recepucnlsr.s. b}Toward receptionist jobs. c}When L‘he salaz:ie_é. -of the twc oc-
cupatmns were relatxvely eaulvalent.

I ccupan_ions,,expense of 1eam1ng them; etc.

The extractive industries, those which procure wealth directiy fyom nature; farm-
mining,. 1mnbet1ng, hum‘:mg, etc. . BT

'Whar: eyan eas:n warkmg for hmaelf,

24, The whole prm!uct.

21. 'The whol.a pmdupt lee:s :Lnte.reat for the ase of Gﬂpltﬂl. S T

22.. Wages: will he.determined by-what 1abcz.cau produce frum the best available ifree
- landy L@ the margin of productionm. s o .

23. Wages depend upem the margin of production (or upan the prbduce vmu:h labor can
obtatu -at, the highest: point .of natural productivensss Open. tﬂ ir wlthqut t‘vha paymenl:
of rent), fdalling == 1|: falls and rising as it wises. " g B

inPh; Wages: would.tend,, by competition of laborers foz:_, nafural oppart:u’n:lc!;les and -jobs,
i, he minimues. necagsary. fox: Su‘ps;.stance. T RN - 0

25. It is & law of proportion

- 26,2 Brom ha. p'ringlple that-\mm seek ‘ta- ysatlsfy‘ theirn dpsires.with the ‘leasl exer-
teifon. Thie principle establishes an eguilibpdum between wages and. ipterest, as ten
#o0ve to more advantageous opportunities; but it acts reversely as between rent and
wiages, beczuse lapd: is fixed in quapeicy, ismon—repxo&ucli)le, Jjs necegsary to produc-
tion, and 1ts ounership confers a monopoly. S Rt cde gp boogas

27~ A ther marg;in of- productz.em Lt
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23, What is the Law of Wages? (207-213)

24, If all mwrural opportunities were re-
duced to owmership, what would bappen
to wagas? (213)

25, ZIs the Law of Wages a low of guantity
- or a law of proportion? {(216)

Cotrelatiod of the Laws of Distribution

26. ¥rom what fundamental principle of
human exercion do the three laws of
distribution arise? (218)

27. At what common point are rent, wages
and interest determined? (219)

25. Bo the Laws of Rent, Wages and Inter-
est account for the Full division of
the porudet? (220-222)

—



Fundamgntal Economics
LESSOQW V - EFFECT OF PROGRﬁSS TPON BISTRIBUTION . .
Roading &seigrmeni_::: Book IV.
Aaving estabiished the "statics™ of ;:he problem, the laws of distributien, we
now proceed to the "dynamics™, to see what forces arve putting pressure on wages as

goeiety advances. . . -

1. Hame tha changes which coptribute to
material pyograss. (228)

"Effect of Increase of Population

2. What is the effect of increase of pop-
ulation upon the productive power of
labar? (2333

3. What does imcreasing population bend
to do to the margin of production?
(232-235)

&, What is the effect upon rent and wages
as proportions? {234}

5, Can increasing population raise rent
as a quastity without reducing wages and
interest ag guantitfes? Explain. (234-235)

6. Is the ingrease of rent dee to what the
landholder as such doea? (241} Lo

7. 'To what is the increase of rent pri-
marily dua? {242; see alsc pp. 235-242,
Pthe story of the savannah".)

£ifect of Improvement in Production

8, How do inventions and improvemeats in
_the productive arts save labor? (241)

9, What is the effect of labor-saving im-
provements upon total production? (245) TR

16, wWhat is the effect of increased pro-
duction upon the demapd for land? (245)

11, How does increased demand for lamd
affect (a)the marging (b)rent? (245)

12. How do inveptions counteract the fall
of the margin? (245-249)

13, What is the effect of ipventions upon
{z)the margin: (byreau? (245)

14, UWhat is the effect of Inventions upon
{airent as a gueniity? | (b)wages end la-

tersst as quantities?(251.253)



15. What is the effect em vent of govern-
mentail ewpenditures on roads, drainage,
irrigatiom, bridges, ete.? Offer an ex-
ample {-) ) ’

Effzct of Speculation ip Land

16. As material progress goes om and vent
advencas, why iz some lend held out of
use? (235)

17. THow does withholding land f£rom wse af-
fect the margin of production? (257}

18. Do the first sattlers in a new area
take only the land they can usel (256 -
257)

16. ¥s all the land in any city fully
utilizad? (257}

2¢. YNeed land be withheld from use com~
pletely to lower the margin? Explaim.
(257)

21. What is the efféct of land epeculation
wpon farm lend near the city? (237}

22. Why is land speculation not always
profitable? {238}

23. What is the effect of land speculation
on the production of wealth? {258)

24. What is the effect of land speculation
on (a)rent? (b)wages and Inverast? (25%)

25. - Explaln how rent ie capitalized imto
selling price. (See supplement .}

26. How does land speculation affect the
person seeking to purchase a home? €-)

37. What is the limit to the speculative
advance of rent {260)
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EFFECES OF_PROCRESS AMD SPFCULATION
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A, Thig chart Tepresents a sattled so- B.  As material progress goes on, produc-
- elety using d#ifferent grades of land, tion on &ll grades of land increages,- and
ag in Chart D of Supplement to Leasen IIL. all returns jticreasé. This aysumes that

. >Pimitive; merheds of production are still a1l laud ie ip productive use.

befng nped, < o
g, - .
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ty, all Fand is npt in use, - D. Tius the next settlers are forced to
‘rtlors take move lapd ‘than *- @ podreir land mich ‘goonex than they would

for spépulation, (Potted be if land were freely avallable. They
't_fl:a:tgjfik{{d 'for's'peculla-{- in turn take extra land €or spéculation.

-

A1

‘of productive’ power, as in
fith: speciilation. “Thus. the
£ 1anid Suppoits. less pop-

7% 1frthere were no-lFan
tha ame population as luCHari :
fove to better grade landa, “Elng {a-
creéaping wages. L

PR

t to poorer

_settlemgn !
- aringspace, lowering waggs aod increasing




- Pfcinterest rate {I) equals annual Rent.a.]:-_(R}‘-'—‘ Oz, B X B

Sup., L. V., 5. 2

RENT AMD SELLING PRICE - ..

Remt - the returm for e uge of land - &5 the basic revenue from which land
values are computed. -Rent arlses ss landa above the margin come into use.

IEenl‘:a_ij value exists on lands above the wargin whether Ehey are im use or not.
the smount that a piece of land would yield as rent whem put into

It i3 fréquently computed om an apnual basis and is thus called annuzl rentel

Laund value is 2 ganeral term that is applied to lands that have a remtal value.
It may refer either to this wenral walue or, moxe cmqu'ij to the price the land
would brimg if it vere sold. w7 . .

Belling price is aimoxe ‘specific term, denoting the amount that lané bringé- when

it is sold. . . .

‘Boy is the selling 'price o‘=f land determined? Take the following example:
EC i R -

o <Hx, Shith owné the land on which some stores are built im a eity. He pays $4000 |
@ gear, tadds on this land. Some businessmen have leased the.tgnd £rom him, built the
seores B67it, and pay bim $10,000 a year rent for the land. Mr. Swith makes 2 profit
of $6000 on the deal,  Mr. Jopks wants te buy this~land. Smith has put a price of
$100,000 on It and Jones has mgreed to pay 1t. “(beky:: How did Smith arrive at the
price of $100,000 and why was Jopmes willing to i

The apswer: When Jounes offered to buy the land, Smith said to himself: "T'm
malting a clear profit of $6000 a year on this land, How wuch would I have to iuwvest
at say *6% to obtain an income of $6000 a year from the investment?" The answer is
310‘?,@(}0 becduse 6% of 3100,000 s $6000. Se Smith decjded the lang was worth
$3100,600. Jones went through the same weasguing and decided that the land was wexth

~$100,000 to.him. That ig why he was willing to pay thet mach for the land.

it may:be seen from the above illustration that the ammual rental ig the basic
income that is to be considered. “The selling price is derived from this rental by
the process of “capitalization" déscribed above; that is, by figuring how wch—imld
be needed to get the same income by investing at the current rgte of interest (im
this case 6%). This may be forumated as follows: The gellini Price of a parcel of |
lapd tends to be equal. to ‘the amount of money that would have o be invested to yield

an _income evual to the net income {remt) from Jand.

2, Thie may be expressed mthematicall¥j€;-; ‘ﬁr"l,_lﬁwé':h .

Selling price (¥} multiplied
i ' Thus Rental divided by

Igterest equals Price:r B/I = P. Tooni el - )

In the example g-iven,'it:;nay aisthe. seen that the tax paid on the iand has to
be deducted from the-tohdl reatal {rtome pefore it can be capitalized into sellivg
price. Total rent $10,000% *minus Eaxy $4000, ‘equalg net rent, $6000. Thus Rent
minus Tax (I} divided by Interest equals Price: (e TI/I = P .

We may then say: If the taxes op land are kept equal to the rental value of the
land there can be no unearped ipcome from the land and the selling price of the land
will teund to zero. :

(Acknowledgment to Arthur 5. Otis, Nghar Gives Value to Land?"}
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1. a)Increase uf population ' b)lmprdvanents inithie arts of producticrn and éxchamge, o9

€&, MErMers and morals, so far
may ‘be” considered * agethe

i

c) Improvements. fn: knowledge, education, govermment, pel
a5 they increase the power of prouucing vezlth.,\ b end
since they have the same effect, ’

ey

HE

2. To improve it. 100 men working together can prodace wive then 1060 cifies ds mich-as %
one men working alome. Increased population wakes possible division of 1

1aiizat1cm d excha:nge .

-~ 3.7 E‘xtend it to lewer levels without lessming tut 1]

4. To incresse rent and lowet WaE,es ‘proporticnately:

5. Yes, increased:population makes possible greater powers of cooperatiun and exchange.
This imereases production on densely. populated ocalities, increasing tha_:!.r rents over =
other lands in use, without~ decreasing wages amd :

7. To incredsé of populat::.cn.

8. They enable the same result to be secured with less labor, or 2 greater result with
the same labox.

2. To increase production. The lLabor aaved by inveation can be used to produce either
more of the same thing or other things.

10. To increase the demand for lapd; e.g., a)there is more intensive use of superior
landa; and b)there is a tendency to wse additional lands.

11. a)It lowers the margin when inferior lamd is brought inte use; b}il increeses
Tent, . :

12. By incteasing the productivity of ail iande ——the best and the poorest.

13. Iuoventions cause a)a larger proportionm of the product to go to remt; and b)a
smaller proportion to wages and interesi,

14, As inventions increase production, ajrent usually goss up as a quantit;y, b)wages
and interest may go up as guaptities (although going down as proportions; or c)wages
and interest way go down both as guantities and proportions.

15. They increase the vaelue of land.

16. Tor speculation. Landholders expect further sdvances of reot and hold their lLand
for a higher price than its current value.

17. FHolding land out of use forces the margin to a Lower point than would otherwise
be necessary. .

18, No, they often take more than they need, holding part of it for speculation.

19. Fo, every city has mumerous vacant lots, or lote imadequately veed (e.g., for
parking lots).

20. Ko, if the 1and is mot put to the full use of which it is capable, the effect is
similar to withholding it from use entirely. Fxamples are city slume, shanties neax
skyscrapers, and "taxpayer” propexties.
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21. Ferm lend is held pot at agrexian land prices, but at prospective urban prices.
To pet farm land, it £s then nccessary to g0 still ferther away from the city.

22. TLand speculators sometizﬁes misjudge the futurs increase in wvalues and when the
“hubble" bursts, they may lese om their holding.

23. To restriet the production of wealth.
24. a)fo inerease vent. b)To lower wages and interest.

25, The rent iz computed as a refurn on 4 investeent, If @ raturan of 5% is expenied,
an ‘annual land rent of $1000 will represent 57 of the selling pfice, which wiil then be .
$20,0C0. . The selling price in this case actually represents the privilege of coliect-
ing rent for a pericd of 20 years.

26. it increases thé pridesof lend, thus meking it more difficult for the prospective

purchaser to bay a home he ‘¢an afford. §ince he has £o pay more for the land, he
_usually has to settle for a smallédr or chedper house.-
st point at which laborers will

37, "The limit is the reduction of wages to the lowe
e lowest point at which capital

congent to work,.apd the reduction of inmtezest to th

will be devoted to ptodmetion.
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LESSON V1 - DEPRESSIONS AMD EECESSIOHS' PROPOSED E.'EMEDIES

Reading assignment: 3Book ¥, especially Chap, l Bopk VI, Chap. 1 only.

Having seen the effects of material pmgreas on the distrlbution of wealth, we
ate ready te apply cur findings to the basic problam of poverty and de;aressions.

Depressions and Recessions

1. a)What is a depression? (264-265). . ‘ U
b)}What is a recession? (-} e .

2. In vhat way are depressions and re- R
cessions of curremt concern? (<) 2T .

3. What ave some cemtributing causes of
depressions and recessions? (263)

4. What does Beorge claim is the basic
cause of depressiong? (263—_264)

5. What is the effect of land speculation
on a)the margin of production? b)rent? . TR o
clwages and interest? (264) L o

6. With increasing land speculation, what
is the effect on production? (264)

7. How does a stoppage of producties. at . Lo -
one point affect other pointe of pro- h § Lo R EE
duction? (264~265) ’

Theories of Depression . . ' Lo

8. What is the "over-production" theory? - cears
(266)

%. What is the "over-conmumption” {(ox
over-spending) theory? (266}

10, Are these two explanations sufficient?
Way? (267)

11, In an open marke:, what is the effect R -
on production of a)speculation in com- . : .. :
modities? blspeculation in Iand? (267} AR : .

12. a)3riefly describe one or more moner

tary theories of the business cycle. b) SEE e
Are these theories sufficient? Why? ;
(see supplement)}

The Basic Cause of Depressions

13. What is trade? (268}
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14, What is the result of a cessation of
damand? (269) .

15, Where must ail production begin? (269)

16. What is the main obstacle which pre-
vents labor and capital from producing?
{273}

{

L
17, What three ¢onditions contribute to
restoring production after a pericd of
recession or depresgion? (265 and 281)

13. When productive activity is resumed,
what iz the effect on land values? (281;
also see supplement) .

12. Is the probleﬁ of depressiong and
recessions essentially different Ffrom the
general problem of poverty? (282)

Proposed Retedies

20. Name six measures frequently proposed
for the alleviation of poverty. {300)

21. What effect would econcmy in govern-
nment and reduced taxes have upon the gene
eral level of wages? (300-303)

22. Can skill, industry or thrift raise
the general level of wages? Explain,
(303-310)

23. When a labor union raises wages io a
specific industzy, what is the effect on
the goneral level of wages? (113}

24. Can the general level of wages be in-
creased by a complete combination of all
workment? (313-315)

25, Can cooperative enterprises raise the
general level of wages? ¥Hxplain. (316-319)

26. What is George's objection to govern-
menbal regelation of industry as a remedy
for poverty? (318-321)

27. Have current governmental programs to
eliminate poverty been successful? (-)

28. Can a more general distributdon of
land ratse the general level of wages?
(321~-327)

kb




*% still imcreased endrmously and at 3 greater rate than other returms, leading to per-

Fundamental Bconomies
.. SUPPLEMENT - LESSON VI

1. DEPRESSIONS AND LAND VALUES

The relation between depressions and land values was bronght out ir 2 study made
-by Homer Hoyt en 100 years of land values in Cﬁ-icago from its beginnings in the 1830%s
to the depresslon of the 1930 . Following is a. summary of the findings:

1836:" Building of Chicage €anal caused a land Hoom. Population ineressed from 500 to
4000." Land valoés reached "$10,500,000, making profitable use of land impossibie.
~ Then —c_amé the firse imajor depression.

1856: Chicago becams the railroad cufifer of the. West. Pnpula.tlon increaned to 80 000
" and beyond, . Land values increased to $126,000,000. - At these prices, Iabor

could not make a living. Then came; the second ma;or deptension.

: 1860-1&65- Gs.vil Vaz. . Wartime needs. for wheat and meat sl:artgd prnducl:icm, and 1=nd
' p«‘:ices increased sharpily. ; .

18?'1 18732 Chicago firve. and post-war boom Population 157:,0(}0.: Land values .i;ﬁcreased
to $575,000,000. Then came the thivd major degressicn‘. L .

1876~ 1892 Land values dropped to $230, 000 000 in 1876, Producti;m and. bullding Te-
sumed. Hew fre.'nzy of land speculation. - Land values in 1892 estimated to be
$1 i:ill:.on. Then came the, fourth majox degressmn. N :

1909: Land values, after many :Lndustr:.al failures and grgat anemployment, shrank to
a point- only half as high as in 1850, though the population of chicago wag l:wice
Bs great:, Businegs imprmred and unemployment decreased,

1917-J-§n {7 World Wat T ond post—war boom, #uch apartment construction, Land :va-luéa
: in 1921 teachad $2 billion. . :

19 B8:. 'Hanﬁ wa.lues ¥eached 55 bz.lll.on, with many records of increases of 10007 between
1915-amd 1928. Labor could not pay this price and contizwe to, live at irg ae
customed standard. Then tame the fafth major degressmu. .

. 1929-1930'5- Foreclosures involved more than $2 Billlions of land valuesL bank failures,
unemploymant, deep depression,

‘I‘his aequence shows 'industrial progreas followed by land speculation, followed by
depression;- then shrickage of inflated Iand values and conseégeunt resumption of pro-
gress, with the cycle repeaating itself. "This was not limited t:o G}ucago, but a2 sim- R
ilar pic!:ure could be drawn of any large growing c:r.ty .

3

SINCE THE 123¢°' £ o

Since the Great Depression, federal regulation of finances, securities and banks
have sought to curb unbridled speculation. THis, however, has had dnly small effect
on land speculation. A more significant consideration is that sioce World War II
. there has been a "technological explosion” increasing productivity -at a more rapid
rate than has ever been attained before. This has to a degree counteracted the impact
of spgculat:.ve rent and its squeeze on wages and interest. However, land values have ,'-.'.,1

iodie recessitns, with a severe ome in the 1970's. One exawple is the home-buildimg
windystry, in which the price of land has, since World War II, been an ever-increasing
'percentage of 1h e -price of the total. home, leading to J.m:reasing difficulties fox

the home ‘buyer per:n.odic stagnat;on of the hame-bup.ldmg :.ndustz_wz..

Coa
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2, MONETARY THEORTES OF THE BUSINESS CYCLE

Among explanaticng of the business cyele are various theories citing monetary Fan-
tors as the chief causes.

According to the theories of J. ¥. Feynes, the yoot cause of the business cycle
is a divergence between planned savings and realized investment. In equilibriwn they
are equal. If planned savings exceed plemned investment, national income and employ-
ment fall. Something must be done fto encourzge inveatment and thareby eonsunption.
Keynes proposed increased government spending and adjustwent of interest rtates. If
there are inflatiomary effects, they are supposed to he idjusted with increased taxes
and higher Interest rates.

The Eeynesian theory deals with effects rather than causes. It simply supposed
an "unwillingness Eo ‘invest” but does aot reveal why this unwilllngness exists. As
Benry Georpe points out, land speculation lcswers the returns to capital and labor
thus being the baslc cause of slow J.nvestment 1:1 productive enterprise:

¥eynesianism enters the picture after these effects have takén place, and Keynesian
remedies are palliatives rather than basic remedies. They may help a brief resumption
of investment, but if real returns to labor and capital do not 111crease, the same
troubles will recur.

When people are hit by inflation, their incomes do Dot meet rising prices. They
are cettainly not helped in this problem by higher tames and higher interest rates.

Inadequacies of the Keynesian theory have led to uthe;. moenetary theories, notably
those ‘of Milton Friedman and the "mopetarists" who say that changes in the money sup-
ply are the prime cause of contractions.or expansions in the economy. This is called
the "quanrity thicory of money”. They propose a monatary adjustment rather than an
adjustment of interest rates or fiscal policy. The basic remedy proposed by Friedman
is a steady increase in the quantity of money of 4 or 5 percent a year as a cure for
IeCESSlO"S.

Th:.s theory doea th Lake suffu:ieut account of the real distribution of wealth.
Unless labdr and capital can reap an adeguate return, the increase im money supply
will not help them, as . the same proportlon will go o unearned income a8 now — pto’b-‘:' -
ably eéven an increasing prchrt:.on. . _

Mcney is but a mediom of exchauge,,not real wealth, Tts existence or non~exist-
ence ox supply is nct a basic factor in the production of wealth, and does nok explain
why production stops or slows down, Mdney facilitates exchanges but does'mdt cause
them to take place or,mob to take place, If thete weve no offielal monetar -gystem,

producers would invent one -~ as indeed has often been dene,

A good monetary system is deslrab}.e' but it canmot cure ecomemic ills that lie
deeper, Monetary theories, dealing oniy with the medium of exchange, do nob aecount
foxr the production and distribution of real wealth in society. And the effects of
monetary remedies can ouly be superfieial and temporaxy. -

Henry George's explanation of land speculation as the basic cause of depressious,
on the cther hand, deals divectly with the problem of restricted production and mal-
distribution. He concedes that monetary difficulties may be a contributing cause of
depressions but not a basic cause — ag a squirrel leaping from branch to branch may
"cause" the fall of a tres that has already been cui through,
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ANSWERS TO LESSON VI

1. a)A stoppage of productien {or a failure of produection to increase pfoportiomtely
to the-growth of a community) causing a ceseation of demand and resulting in’'a generdl
economic paralysis. b}The kerm "recession™ wsually referz to a wilder form of de-

pression, with the same symptoms in less severe degree.

2, Even in times of prosperity, therg is uncertainty as to whether a recessios, or even 7
4 depression, lied ahead. This indicates that the problem has not been solved despite
the measures that have been so far adopted. : ‘ ‘

3. The-growing complexity of production which makes each stéppgge pto;iagate‘j:_tééi_f; de-
fective currencies; sharp altgmatims in the volume of credit; protective tariffs.

4. Land speculation, = . : N
3. a)It lowers the margin of production. h)It raises rent, c)It lowers wages and
intergst._ L. - . I

6. As the mirgin ia° lowered, and wages and interest fall, labor and capital no longer

fine employment ab their accustomed returns, and production begins to stop..

7. Stoppage of Ej:rqdub’fion at one point a cessation of d d, which then checks
production at other points. Thus an industrial depression oceurs. B
8. That speculation has intreased ‘production beyond the demind for consumptioh, thus

causing a stoppape of production.

o 'T;hai: épecxi’lat:l_un has ¢auseé——§g:f;f¢vsgame beyond the means of the people and the
result is a period of retrenchment. - s

10. Ko, they do not euplain why Apenple who are willing to exchange their labor for the
labor of others are unable to do so. .. - . - . :

11, a)8peenlation in commodities raises the price uitil production is stimulated, whit._'._h-
tends to lower the price again. b)Land is fixed in quantity and speculation cinnot
increase the supply. UL ) o

12. a)\"Key:neésianim_" would cure the business cycle by adjusting interest rates and
Eaxes. ''Firedwarism" would cure it by putting more money imto the ecomomy. b)These
and gimllsi monetary theories do not get at the root cause of gconomic distress as
they do not deal basically with the production and distribution of wealth.

13. The exchange of commodities for commoditles,

14. A cessation of production; &nd likewise i cessation of production mesns a cessa-
tion of demand. :

13. On the land. The primary amd fundamental eccupations whick create z demand for
all others are those which extract wealth from nature.

16. Denial of access to land because rents are too high. This in effect a "lockout™ .
of labor and capftal by landowmers. This check te production, begimming st the
basis of interlaced industry, propagates itself from exchange peint to exchange point
until unewployment is widespread. .
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LESSON VII - THE REMEDY; ITS {JUSTECE - - -~ . PR

Reading assignment: Book VI, Chap. 2; Book VII espeeially Chapa. 1- 34

Having examined the basic cause of our, pmbiem and, warious- pmposed re:medies,
we arve now ready to consider Ceorge's vemedy. RS

The Remedy

L. What is the remedy proposed by Hemry
Goerge for the abolition of poverty? (378)

2, a)what is "common property” in land?
b)How Zces it differ from government
property? (Sge supplement)

3. a)What are the tests wo which Henry
George proposes to put his remedy? (329)
b)Whick tasr does he put first? Why? (333)

fts Jusbice

4. Do all men have an equal right to lifa?
{338}

3. Can man live without Iand? (338)

6. Do all men have an equel right te land?
(338 - 339) Ce T

7. Ls there then any justification for the
absolute ownership of land by some to the . ) :
exclusion of others? (330 - 340) o e

8. What constitutes the rightful basis of
property? (334)

9. ls private property in wealth {(the things .-
produced by labor) justified by this
principle? (334)

1G. Is absolute private property in land
in accordance with the rightful basis of
property? {338 - 337)

11, Iandicate {yes or mo) which of the fol-

lowing would be morally justified ag am . E

axzchange with the products of a person's . L : - B

labor: a)Products of another person’s

labor. b)Stolen goods. c)Slaves. T e
dyLand. (~) : : : ' T :

17, How does the terw "real estate" lead
to confusion in determining the rightful
basis of property? (337)
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13. a)What is the origin of land titles?
(342) b)Give one or more examples. (-}

14, Does priority of oceupation give a per-
son exclusive and perpetual right to own
lang? (3457

15. In what way does absolute private pro-
perty in land compare with charcel slavery?
(387

The Rent of Land

16, If land is justly common property, how
can a man retain undisturbed possession and
use of land and yet satisfy the equal rights
of 11? (34&) ’

17. How does payment of remt to the com-
munity satisfy fully the equal rights of
all? (343 - 344)

18. Does remt arise from anything the land-
owner does as landowner? (365)

13. Does remt justly belong to landowners?
Why? (365)

28. To vwhom does rent justly belong? Why?
{366) .

21. Would it be just for the community to
collect all the rent of land withoui pay-
ment of compensation to landowners?

(365 - 366)

22. How would private ownership of improve-
ments and pexsonzl property {wealth) be af-
fected by commnity collaction of remt?
(367}

23, What is the difference between community
collection of rent and state ownership of
land? (-}

24, Compare George's proposal with land
distribution schemes currently advocated
for developing countries, ({See supplement)

25. Compare George's proposal with custom-
ary "left-wing", "right-wing", and “mid-
dle-of-the~road" propesais. (Bee sup-
plement)
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SUPELEWFNT.. LESSON VIL T

- 1. CoMMON. PROPERTY‘ IN LAND

& Basically there- are three types of pruperty' ebmrf;’govg'mfimnt', sm‘-
privats. ) . o : ﬁ :

1 - . - i

i -+

E - ommen property - ia that which be:longs t. all men in- commbn, that wh:.ch an men
i have an equal right to use and enjay. . ;
) Sovermment ]grogeﬂ_';[ 1s ﬂmt which belongs to t'he state an& is uu‘bject to t'ne
direction of the government. . } o

- “RBrivate gmgertg is-that which an :.nd:w:.dual (or ETOUD of ‘1ndividuala) has the
‘excluaive nght to mm, P f:.t xom,. and‘da.sgose nf ¥} .

By its vefy nature, Iémd 'i2_common property and oux laws and craditions al- '

i ready go far toward tecognizing it as such, The-prineciple.of-emipent dowain asserts :

H the superior claim of.soclety-to land. Sec, 1, Paz. 10 aof the Few York -State Constitu-
rion states: - "The people of the’ State, in their right of sovereignty, ‘possess the

origimal and Gltimare propexty. fn and to all lands Sithin the juridsiction of the

State.'™ .English and Anericén- law. generally recogm.ze absolute ownership of godds but

pot of land. The law deals with the lend"owner' as.a lemd holder who holds his land

= under the sovereignty of the people and is subject to l:heir ccmditinnn,

PRir

To eff_ectuate commen property iu land, Rer:ry George proposed that the reaf “of
land should be paid to the commnity. Thie paymem: .expresses the exact amount that
mjdusansfy the, equ,a}; rights of all other mmnbers of the m‘mmni.ty ‘Individdals

- vk i g Fand "eammmi-yroperhy" may. alsod,be‘ 11
! land‘"‘ (payment ‘ef rr t to the ‘comm ity) as

Land. Sfstribution is currently = pJn u,larly proposed reiom for undeidéﬁiﬁped
. t:ountn.es, especlally in As:l.a apa. Lt Yafy i

Jdes Jthe 1n;|us jce

for & few I:arge owners. The
agedunt. the changes

i socidty: ch.fferent 1aﬁd requiremen
changes frog’ generation to geveration;” the tendency” of rur
areas, etc. It may be added that with many of these reforms, the tendency to mondpoli-
zation asgerts itself and smaller holdings are taken over and absorbed into large
estates.

The reform proposed by Henry George, on the other hand, establishes equal
rights for all in the land, gives a person freedom to take as smch or as little land as
he ean productively uee prnvided he _pays his obligation to society, and engbles the
economy to progress under free con _ B
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3. GEORGISM AND OYHER "ISHS"

'

To Socciety

To tha‘ Individual ES

A, "Left-wing! proposals call for the tak-

ing by zociety of most of the wealth, mak- .-

ing no distinetion between rent, in{erasi, .

and wages, and leaving to individusls only = .
- a small proportion. This glso implies a .:- o w7

- large measure of contrel by society over.

Individuals — a "plamed egonomy” - and
the curtailment of the Freedom of the in-

dividual. -

To Socliety

To the Individual

PRIV

2:C. FMiddle-pE-the-yoad" propessle séek a

“"halanced system”" in the distribution of
~wealth and power between individuals and

soclety - but make insufficient distinc-
tions between eatned and unearned Incomas,

and do not cerefully define the proper

spheres of society aod the individual,

£,

/.
7 '
i7i

B. "Risht-wing" proposals sre that mest

To Soclety

To the Individual

wealth should remain in private hands

{also making uno distinction between the
three rsturns), and that society, or gow—
ernment;, should only get the minlmum it
needs for necessary services, e.g., the
role of "traffic cop”., This implies
leaving the rumning of the economy to
private interests. . ) .

T,

To
Society

Ts tha
Individual

p. The Geormist proposal is differest

from ail these ideplogiés in that it
makes @ distinctlon between the uneayned
of land (rent) and the earned incomes
of lebor and eapital (wages and inter-
est}. Rent to society, wages and inter-
est to the individuals who earmed them.

.'Whe.réa.s' mest ideologies maké,ggmtitatiVe proposals {(how much goes to society,

Hov mich to individuals), Ceorgism makes a gualitative proposal (what goes to society,

what to individuals). The proper roles of soclety and the individual are defined. The
gozl of "right-wingers" — freedom for the individual — ia secured, without the priv-

1lege and monmopoly that right-wing proposgls would leave to private interests. The

conearn 9f "left-wingers" for the interests o

£ che community i attended te without the

restricticns on liberty demanded by left-wing proposals. The quést of "middle-of~the~
roaders” for a balanced system is achieved — but on a basis of fustice RATEER THAN

ARBITRARINESS,

-
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2. a)Equal rights" of ﬁl o 'El.nd.’ b)ccvmmon pruperf:y is f::ee.ly accessible to a11

as government property is owned and regulated by the st:ate. - v
oA La

it mst accbrd w:tth social devélnp&m.

fftmlzsl: i 'pract:.cable
g hb?" muat he a.skerl before "Will it work”“

6. Yes, an equal” E
espaTy to‘riife. S

7. No. Thik fo‘luws from the above.

g The right of a man to the ftu].ta of hia mexertion, to enjoy, ‘td* use, to uc.hangé
er o give, - ) L .

. 9. Yes, & man ‘can claim a jusl‘:-ami clear ticlé. to that psrt of waal‘th-whi:‘:ﬁ is &u”e to
his own exertions.

10, No, land ig sot the product of labor.

11, a)¥es. bl}d¥o. c)¥o., d)No.

12. By failing to distinguish between a building (wealth) which may be rightfully owned
by an individual, and the lot on which it stands (land) which is not rightfully private

property.

13, 2)Conguest, force, and fraud, b)the setilement of North and Seuth America was ac~
= companied by the cheating snd massacring of the native inhabitants and by wars of the
European powers with one another for the possession of the land,

14. A first settler to a new country may settle where he pleases and take so much of
the common property as he can use, but when other settlers arrive, his right is bounded
by their rights.

15. Cwning the land on which a person must live gives as much power aver that person as
owning him bodily,

16, By paying its rent to the community.

17. Rent is determined by the margin of production. It measures the difference between
the advantagesoof a particular piece of land and land which may be had freely by any
member of the community.

18. Ho. Tf a landowner improves his land he does so as lLaborer and cap:.tahst. The
term landownar implies merely owning land and mothing else.

19. Yo, because the landuwner does not produce rent. it is an uneavned income.

20. To the commnit, because rent represents a value crested by the commanity,
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»21. Tas, the comunity would merely be taking that whick is rightfelly its own. If
compensation were paifd, the landowners would then receiving, the equivalent of the rent

they row ¢ollect, and this the commimity wodld dot be Feceiving what' is rightfully ity
own. (See Chap. 11 of A Perplewed Fhilogsopher by George fur 2 fuller discussion ef the
compansation question.)

"~ 22. Every one, including the present landowners, Would retain ownersh:.p of his improve-

ments and personal property,

* 23. Community colleﬁﬁi-nn_of'rent— enables the private possassion abd use of land to con-

tinue as now. State ownersitip of land implies state control of the use of land.

24. George's proposal enables every ome to decide whether he will be a landholder and
how much land he will hold, provided he pays its full rental value to the community.
Most currently proposed 1and reforms aim at land redistributiorn 2nd simply substitute
many ovners for a few owners. Ladd 1§ often subdivided on an inefficient basis — and

' -thie private collection of rent still goes on.

generally aim for more of the product te be in pyblie hands. "Right-
wingers™ aim for more of the product 1q, private hands. "Modd le-of~th oaders aim for

a “balanced system” batween. privatié sad public ownership. None of them makes a dis-
tinetmn between the unearned income of rent and the earned incomes of wages and inter-
Rent to the cenmmi::y, wages and interest to tT:xe Lnd:widuals producing them,

25. Y"Lef t-wingers

ast.
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LESSON ViIl - APPLICATION 0F THE REMEDY -

e

Readmg assigmment: Book VIIIL, ’ . R -_

We have established the justice of the rmedy ané we are nov re.ady to consider
its practical application. :

Cwnership and Use of Land e PR

1. What security does a man reguire to war-
rant his building upon or eultivating land? = 7
(398) e T

2. Ia absolute private ownership of land
necessary to encourage the erection of build-
ings and the cultivation of land? (399~ ~&400}

3. Glve instances of improvezents mede or el et m e T s T
production undertaken on rented land. ()

4, How doez the treatment of land as abso~
iute private property stand in the way of
its highest and best use? (401)

5, If land were treated as cosumon property
when would it be used? (401)

8. In working out a methed for treéatiog

land as commen property what right must be
safeguarded? (398-403)

Application

7. ¥hat methods might be emploved to treat
land as common property? (405)

8. What objection %s there to public pur- ,
chase of land? (403) =

9. Is it necessary to confiscate land?
{&04-405)

10. What is the practical method proposed
by George for treating land as common
property? (406)

1i. How would land titles be affected by
this proposal? (405)

i2. Is there any existing machinery for the
public collection of rent? {405)

13, Explain the following temms: a)yrent;
birental value; ¢)land walue; d)salling
price. (See supplemenf; also supplement
to Les. VI.)}

14, What does George's proposal call for
with ressect bo other taxes? (406)
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. The Canong cf Ta.xaticn

“15. Waht are I:he standards, or capons, to
which taxation should conform? (408)

16. Name some types of taxes whic.h fall
upon prcduccinn, &) e

7'17. HO‘W‘ do such taxes affect producjtion?
(410)

15, What effect would the public collection
of remt have upon production? (413-414)

19, CGan a tax on land values be easily and
cheaply collected? (414)

20, How does the texation of commodities
affect their pricel? {(415)

21. Doea a tax on rent enable the owner to
pams it on to the tser of land in the form .
of higher rent? (415; also see supplement)

22, Does a tax on land values add to the
price of commodities? (415)

23. Whet tax can be tollected with the
greatest certainty? (415-418)

4. ¥hich conforms more closely with jus-
tice: taxing wages or taxing rent?
(420-5213

25. Which tax conforms most closely to all
of the canons of taxation? (420-421})

25. Can we separa.te the value of land from
the value of improvements? (425)

27. If 2 tax on land values ts the best
method of raising revenue, what is required
for its public acceptance? (429)

-
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SUPELEMENT -~ LESEOW VILIL

,1 uow LAND VALUE TAZATION CAN BE A‘PPLIED

- Hehr’y George proposes - ”abdlish all tsxat:.on save that upoﬁ 1aid values
(‘i‘his hés, Been talled ihé "Single Tas¥.} We hiready take séhé Feént in tazation a.n.d
we onlsc have to gidke smmz changes in mh: rodis of tazation to take it ali. :

Fiampia: - Asdude a pradent el estate tax of 3%, i.e., 3% onm land and 3% en
. "bullé.i.ngs. The chane could he effected by gradually increéasing the tax rate on Land
f“ ’J‘éud gx‘a&ually deciteasing it on buildings. The first year, thé land value tax could
o bé stepped up to. 3-1/4% and the building tax down to 2-3/4%; and eo om each yeaxr uncil,
after 4 13-year period, the tax rate would be zero or biiildings and 6% on land. “(We
pssume hefe . .that this would approximate the full remt of land, in accordance with
wethod 2 cited at the bottom of this page.) Other taxes should of course. be gbol;.s]"ed
pragresswely ‘until a Simgle Tax is achieved.

The following chart shows how differént properties wm;ld be .affected:

A © B, ] c. BN
Blag. -0 Bldp. - $2500 ~-Bldg. - §5000  pldg. - $10,000
) Land - $5000 Land - $5000 ° Tand --§5000 Land - $5000
Pressnt Tax : ) : C
37 on Bldg. - $ ¢ $ 75 ’ $150 . $300
3% oni Land 4 156 150 - 150 -, 150
Total Tax 77"~ $150 5225 §300 $450
Hone on Bldg. -« .. O . o - -0 S0
' 61 on Land - 7' $300 j $300.,- S . %300 8300,

T it can he_ seeri that- umler ﬁhe preseut sttem the owmer who keeps ‘his larui_

..dl; {2} or underdgveloped (B} gayé 1ges- than- the owner who filly improves his land
(¢) and. (D). - Under. the proposed tax,.A Aand B will pay.more then at present, € will
break even, aud D wil}_ gain. Thus the te‘ndencyfw 1-bé"to encourage impravementa.

’ TH.E TAX BASE. s explained in thd Supplanent ta Lesaon Vi, "Rent and Sell-
ing 'Price xept is th actual incm'he Ercm Tand- .wher used; appual rental veine is the
aniount’ that can be. obtained - For (land °if ome’years. whether or mot it is currently used;
may snean either rental vailic or seliing price, depemii.ng on the context in
ed seiligg -Rrice is-the amount 1anr1 sells fer, based on the- cap:.taliza-

U

B In the example nsed “above, t‘['le_ ,aclua taxe‘ 32 a.qtually the selling, price, of
‘whlch i is assumed. that 6% represents thes; fullrents: With.full rent eollected, how-
F_fver, l:he selling price would tend to zekm;: as amﬂd in-che Lesson VI supplement.
; three ways: (I ve a suall amount of remt to the iandowner,
T Bay, $15 uut qf &3[!0' wtal rent, which he mapcapitahze at $2500 and impose a tax of
*- abauf Wkl 1]2‘1, oiit that amount, ylelding’ §285 in tax. {2)Maiatain $5000¢ az the bagic
asaessed land va.',b.l.e‘ ‘regardless of fluctuations in selling p-mce, and impose a tax of
6% an that.. _the taz directly o the s.'mual reui:al va.lue.
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2. RELATED QUESTIONS

SHOULD 100% OF THE RENT BE COLLECTED? Strictly speaking, yes., Henry George,
however, suggested {in Progress end Poverty, p. 405 and 407} leavipg a percentage of
rent to landowners, enough to imduce them fo contimue holding their land, fo eollect
thé rent from Cenants and to turn oyver all but their percentage to the publiic treas-
ury. Between 5% and 10% would be a reasonable "commission"; thus there would be &

94% - 957 tax on rent. This method, said George, would save the government the func-
tion of letting out lands.

WOULD RENE. BE A SUFFICIENT SCURCE.CE PURLIC REVEMUE? Tha total rent of land
in the United States has never been calculated. (irregular assessment practices do
not give the true value of land. Furthemmore, rent is disguised in numerous ways: for
instance, it figures largely in stock dividends.) Some say that rent would be insuf-
ficient for total budgets, federal, state, and local. But it is to be expected that
the 8ingle Tax would pn the one hand produce great economies in governmeafr, and om the
other hand resuit in greatly increased production of wealth, with ap incresse in zll
retarns — rTant, wages, and interest. And so (if it does fall short at present) with-
in a short time rent should meet all legitimate needs of govermment. There are those
who say rent might ezceed the needs of government. If so, the surplus could be used
to wipe out the public debt and the balance distributed as a dividend teo 21l citizens.

HOW _WOULD 'THE RENT BE AFPQRUIONED? With only one tax, how would it be di-
vided as between local, atate, and federal governments? One proposal is to colleet
all rent at the local level: the local governments would pass a percentage on to the
gtate governments, which in turn would pass a percentage on to the federal govermment.
Thiz is the method usually used as between stare and local govermments when property
texes are levied by the.state. It was also used by the fedeval government when il
levied pmperty taxes between 1789 and 1861, apportiocmed smong the states a.ccoz'dlng
to pop‘ulal.lon, as spe‘.:Lfred by the U. 5, Constitution. . -

Another proposal is to let each level of goverrment impose the tax directly
on respective types of iand — mmicipalities on land within its area; states ou Yand
within its area outside the manicipalities, such as farm land; a;:xd the federal gov-
armment on such natural resources as oil figlds, -mines, forests, a:ml waterways., In
practlce, th;s method, 1s. also parta.al};n‘abaervad‘ .

CALti A TAX ON LAND V&UES ‘BE SHI‘E‘TED" '.l'hat is, ean a’ landovmer who is taxed
_on his land increase his.rent te-hig temdnt so as toe pay the taz and still get the
same net rent as before? Suppose land is mot;taxed and-a tenant s paying.$100: annual
rent for the land. Suppose .a-vaxof 2% is ncm impoded .o the fent, i.e., $200; can
the landowner now demand $1200: in rent, 'k P '$1000 ané pay $200 in tax? Thls r.s what
is done mtb comnodxtles — an - mcreased tax ineréases. the price

However the case is different with'land. Land is not produced by labur- it
is f:.xed iR gquantity and its price is a monopoly price {all the traffic will bear}. 4
tax on labor products increases the cost of those products and this ia reflected in
the price. If the new price meets congumer resistance, I:he sL’;ppIy of tha\‘: product - is
checked, - .

B But a tax om lznd does mot affect e1ther Lts cost of pmductxon (:.t: is not
_'g' dured) or its supply (which is fixed).” Thus its price is:not ifcwEased (the owner
'1 already getting ‘all the traffic will bear), and- the .taw £alls. dife tly ou ithe
mme: ‘The tedt of the land, is determifred by the margin of pronuction and it is a
<certaim amount wl*ether taxﬁd or untexed. A tax on land is simply a division of the
rent between the owoer and Che community, Thus the Landowner in the case cited above
would pay $200 in tax and keep $80C in mnet rent, as the total vemt is still $1000.
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- ANSWERS TO.LESSON VIIL

1. Séé;.lrity cf pbsseesioﬁ of the- product of his- labor.

2, It is not, The use of leased 1an.d for building and agriculture preva:.la every-
where to a larpe extent.

.3. In Few York, some of the 1eading skyscrapers arte built on rented land, Exmnples
are Radio City, Chrysler Eux.ldlng, Pan Am Bullding.

A Tha :Lndivldualr owner is pem:.tted to prevent othera from usmg what he camnst’ or
Will mot use -hmself._i,_ : ..

5. As soon as there was a need For it.

6. The private r:.ght, t jl:u};l;;c:ve'megm:aa.

R

7. a)Pub!.ic purchase of land; b)conflscation of 1and c)confxscatmn (pubiic collee-
tion) of 'rant et et ..

&, II: wculd ‘be .uu_]ust'for the commnity of ha ve to purchase y)hat nghtfm.i{,y belongs :
to the comm.mity in the firsf: place. S

9. Mo, It is merely necessary to confiscate rent = ("Confiscate" comed from the- )
Latin: “con", togethex, and "Figeus") purse;- in” vther wordg, the publlc t:reasui‘e. To" C e
confa.scate simply means to ta.ke 1nto the publ:.c treasury ) TR

10. ’L‘o sppro"xiate renl: by taxa:::'.on.

11. They would remain S50

- R R
some, Tent in- taxation. We need merely také’ it ATl (of most .o wa.

12, Jeg.- We,plresdy toke.
a.miomrs mgnt bes leit a perce.ni:age of l:ne \rent.
] D - .

of it)}. . (George suggests
See suppleme.nt }

13. a)Rent ig the income from land when used; b)rental value is what' ‘Tand would rem: i
for whether used or unuwsed — of computed on an annual basls; e)land: value may mesn -
either rental value or selling price; d)selling price 1s the amount a piece of land
will sell for. Tt is computed by capitalizing net rental after tazes.

14, To abolish all tazation save that upon land values. Appropriation of rent would
thus be substituted for all taxes now iuposed on labor and capital.

15, Taxation should: z)bear as lightly as possible upon production; b)be easily and
cheaply collected and fail as directly as possible upon the ultimate payers; c)be
certain; d)bear equally so as to give no individual an advantage.

16. Taxes on sales, manufscturers, commerce, capital, improvements. Illustrations of
the abova: sales tax, Federal cigarette tax, Federal transportation tak, property tax
{to the extent levied on improvements). .

17. The increased cost of production raises prices, forcing consumers fo buy less,
This lesséns preduction.

18. Tt would not be a burden upon production, Tt would stimulate rhe maximum use of
valuable lands on which greater productien could be obtained.
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19, Yes. Land cawnot be hidden. Its value can be ascertained readily. The machinery
now uséd to collect part of the rent could be used to colleelt more w1t!mut added ex-
pense. . .

20. The taxation of labor pt‘oducts increases their price by increasing the“cost of pro-
duction and lessening supply. (See p. 415 for the practice of "Pyramiding” the tax.)}

21. Mo. Since land is not produced by labor, taxzes upon Tent cammot lessen supply and |
thus raise reats. The owner camot collect more rent as rent is determined by the
wargin of production. - Thus and effort by the landowner to shift the tax to the tenant
by raising his rent would ‘make the rent higher than the land was worth, . and the tenant
would move. {This principle does not apply to taxes on buildinmgs, which may be shifted,
as is generally the case with taxes on labor products.)

22 Ho. It does not increase the wemt of land; it does not re.duce the supply of lend;
it does not reduce the supply of commodities; therefore it cannot Indrease the price

of commodities, The price of commodities is set by competition anc! tends to tle same
level regardiess of the remt of the site whete they ave sold.

23. The tzx on land valugs. Land Cennot be moved or conceated, and its wvalue can be de-

< termined edsily.

24, Taxing went. A-bax on-wagds takes frorn: the laborer what is rLghtfuIly his, the
frifts of his exertiom. Rent is not produced by the individual. It is produced by
5001et3r and therefcre _]uatly belongs to Soc.Lety.

25.- A tondition under which re one will have an sdvantage over another except by his

-'--:imlustry, 8ki1l ar intelligence, and each w:.].]. obtain what he fairly earns.

26. A tax on land values.

27. ¥ea. Asszessors habitnally estimate these two values separately. Frequent%y land is
owned by one persen (to whom rent is paid} and tﬁe ’bu;ld:.ng by ano!:her. If buildings

‘are destoryed fand. value ramaing.

28, That ths s:.gm_fmam:e of land value taxation be widely understood. When there are
sufficient numbers of adherents,. land valma l:axntioﬂ will become a publ:.c 1ssue.
Pol:.tlc:.aus follow public oplnicn. :
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LESSON IX EFkECTs o THE REMEDY

Reading hssigmi’én’tﬂ: Box IX.

if: W) raxges on wages end intergst waré “ab-
olished? b)land valués ilere fu].ly taxad’
{433-436) -

2. How would the returns to Lelhor

taxés bn wages and interest" B} the fni&l
taxation of land values’ (#35)

3. .How wuuld land value taxa.f.lnn affé'&:
aggregate rent? (436-437) :

4, How wotld an inctease of aggregate re.ar:
benefit fhe gommunity under land value
taxation? (436) cel b

5. If the full rentzl value of land were
taken in taxation, what would happsn to ;
- a)the selling price of land? b)land spec- ;
ulation? (436) e

6. If taxes were placed only on land val-
uas, would a given piece of land ke tasted
the same whether it were uséd or idle?

(437 - 438

7. Under land value tazation, would it be':
necessary to pay large sums in advance, oy
to incur mortgates, in oxder to obtain .
land?  (438) #

’ i
8. What effect would the opening of bele:
ter natural opportunities have on compe-
tition among laborers and on wages? (4_381_~q

%. How would increased wages affect la«
bor'a productive power? (444 - 445)

Effects upon individuals, Classes and Sociaty

16. How would further advances in material
progress {inventions, increase of popula-
tiom, ete.) affect all classes under land
value tazation? (442 - 445)

11, How do the valves of agricultural land
compare with the values of town and city
land of equal area? (450)




iz, 1If only la.mi valLes were taved, what

would be the -effect on:.ajthe working Far-'-

ner whe owns his own famm? b)the temant

farmer? c)the prospective fammer secking

a farm of his owm? )the absentee farm

oyner? {447 - 450) W

13, Under lavd value taxmation, how would
the hemeowner fare: a)in the taxes on his
houee and Iot? b)in selling his house and -
Ter?  c)in buying a house and lot?

(a47 - 450)

14, Under land walue tazation, how would
the taxes of the following be affected: f
a)the oucer of & mulciple dwelling? b)the
tenant of a waltiple dwelling? c)the

owner of 4 cooperative apartmeat? (=) e

15 From what types of larnd would the 1§.r—
gest public revemues be derived? (-) =7

16. With spuculation in land removed, what
weuld be the efifect on the distribution
of population? (451) PN

17. What does Heary Geowge mean by "equal’
digtributicn of wealth™? (452 - 453)

18. How would a singie tax on land values
affect the complexity of povernemnt?
(454 - 455)

13. a)What are the chief economic reasons
for the rise of "big povernwent™ today? &~
t)How could "big goverrment" be redoced ¢
under land value taxation? (-).

2(. What would be the functions of govemn-
ment vnder land value taxation? (454-456) -+ .. 80

21l. What does Henry George regard as a mo-’ ’ v
tive of human action even stronger than
seli intecvest? (458 - 443) © e,

22. If involuntary noverty were abola,shed
wertld men tend to idlensss® (466} BN

23, What is the groatest waste of society
today? (469)

24, How would an enviromment which offered
greater opportunities ta all tend to change
society? {470 -471)

25, Give an example of land value taxation
L8 puactise, neting its effests., {(See
siminl amans)
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21l. Every one, including the present landowners, would 're'r;ai'.n ownership of his
improvements and personal property. - ’ ' .
22, GCommunity collection of remt enables the private possessicn and use of land
to continue as néw. State owndrship of land implies state contro} of the uwse of
Land. C s R .

5
23, George's proposal emables every one to decide whether he will be:.a landholder
ahd how much land ke will hold, provided he pays its full rental valus to the coa-
munity., Most currently proposed land reforms aim at land “redistribution amd sim-
ply substitute many owners for a few owners, Land is often subdivided oa an' ip- °
efficient basis - and the private collection of rent eLill  goes -om.

24, "Left-wingers™ generally aim - for more of the product €o be in public Hapds,
"Right-wingers" aim for more of the product in private hands, "Middle-gf-the-
rpaders™ aim for a "balahced system” betweedh private and public owsership. None
of them makes sufficient distinction between different kinds of income, JGeoyge's
proposal makes a distinction between the unearned incéine of.rent and the egarned
income of wages and interest, Rent: to the commmity, wages and interest to the®
individuals producing them, s * )

'S

a
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- _ LESSON VIIT ¢ APPLICATION OF THE REMEDY

- Reading assigoment: ‘Book VIIL. > ‘ \

We have established the justice of the remedy and we 4% now roeady to consider
: kts practical applicatiom. ’ '

wnership and Use of Land . i

What security does a man te’qui:_r'e to warrant kis builéing upon oxr cultivating
land? (398) ' o ’

&

Is absolute private ownership of land necessary to encourage the erection of
buildings and the cultivatiom of land? (399=400)

¥

i Glve instances of lmprovements made or production undertaken on rented land. (—)

. ) . 7
) . o ) S,
. Hlow does the ‘treatment bof land as éa'bsqlu_te private propecty stand in the way of
its highésf and best usez. (401) - & . - .
T E - -k

£ s

5. 1f land. were treated As (:uum_:ﬁ propei‘ty when would it be used? (401)

T

’ 4 . %
" k6. In werking out & methad for treating land as common property what right must
-safeguarded? (398-403)" ) o '% .

! ﬁgelicﬁ tion 4,_' 73 . =

siefs What methods might be employed to treat land ‘as coumon . property?  {405)

"B Wt objection is there to public purchase of land?® (405)

9. TIs it necessaty to confiscate land? (404-505)

Yhat iz the practical methad proposed by George for treating land as common
“property? (486) - -

. i B L
‘11, How would land titles be affected.by this proppsal? (405)
P 5 N E

{#2. What existing machinery exists for the public colleaction of remt? (405)

3. What does George's proposal call for with zespect to othee taxes? (406}




L. VIII, p. 2

The Canons of Taxation

14. What are the stendaxds, of caroms, to which taxation should cenform? (408)

15, Wame some types of taxes which fall upom production, {-)

16, How do such taxes affect production? . (410)

17. What effect would the public colg.ectiou of rent have upon production? (4L3-414Y
. ¥ . . 7
18, Can 2 tax on land values be easily and cheaply collected? (414)

19, How does the taxation of ;::_ormnéitie_s aftéct their pxice? {415)

.
20. Does a tax on renf enable the owmer to pass it om to the uger of land in the
form of & higher rent? {416; also see aupplement)

? :

21, Does a tax on land valtes add to the price of commodities? {415)

22. What tax can be collected with the greatest certainty?, (-"+].5--’-‘p£3)

23, Whick conforms more clegely with justice: taxing wages or taxing rent? (4}0.-4_;21)

. . :
24, Which tax conforms most closely to all the canons of taxation? (420-421)

2%5. Can we separste ths value of land from the value of improvements? {525)
A} . B

- §
25, If a tax on land values is the best method of raising revenue, what is required
for its public accaptance? (429) i :
F
; %
g7
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1, HOW LAND VALVE TAXATEON CAN BE APPLIED

ety George Institute

Henry George proposes to "abolish all taxation. save that upén land values."
This has baen called the "Single Tax.') We already take some remt in taxation and,
¢ only have to make some thanges in oyr mades of taxation to take %t all.

Example: Agsume a present teal estate tax of 3%, t.e., 3% on land and 3% on
ulidings, The change could be effected by gradually increasing the tax rate om |
ond-and gradually decreasing it on buildings, The First year, the land value- tax
ould be stepped up to 3%% and the buflding tax down to 2-3/4; and so on each year
ntil, after a 12-year perind, thé tax rate would be zerg on buildings and 6% on
i and, {We assume here that this would! approximate thé full reat of land, in.ac-
ggu:dance with method 2 clited at thé bottom of this page.) Other taxes should of
$rourse be abolished progressively until a Single Tax is achleved.
e H . .

%
.

“The. Eollewing chart Shﬁéis—huix_ differant propecties ﬁquld' he affected:

Ay . ‘ . D, ¥
Bldg.— 0 Bldg,. $3,000 . _Bldg,$10,000 Bldg, $20,000
Tand~510,000  Land-3$18,000 Land~$16,000 Land-$10, 000
s 0 o gis0 " 3300° $600
L300, 2300, 300 300 .
00 ¢ 430 . 600 . 900
i‘rooséd tax i
‘None on Bldg. U 0 o 0
6% o0 Band $600 | 3608 - $600 $600 -

. Y& can be Seen that under the- present system the cimer whe keeps his land idle
(4} or underdeveloped .(B) pays less than the owner who fully improves his land {C)
and (D). Under the proposed tax, A amd B will pay more than af presemt, will hreak
gven; and D will gain, -Thus the ‘tendency Will be to emcourage {mprovements.

‘THE TAX BASE. As. explained in the Supplement bo Lesson VI, "Rent and Selling
Frice™: rent is the ‘actudl inpome from land when usedj annual rentdl value is the
Lgmpunt that can be eobtained for land in one yeéaxz, whether or mot it ig curredtly used;
land valde may mean éither rental vilue or selling price; depeading om the context in
Which it is used; selling price iz the amount land sells for, based on the capitali-
zation of the remtal value. | ' e N

In the exsuple used abovey the value taxed is actually the selling price, of
which it is assumed that 6% represeits the full rent. With the full rent collected,
however, the selling price would tend to zerc, as explained in the Lesson VI supplé-
went, This can be overeome in three ways: -

. Leave a percentage of rent to the landowner, say 10% or 360 of $600 total
‘rant, whigh be may capitalize at §1,000, dnd impose a tax of 54% on that amount,
ylelding $540° in tax. 2. Maintain 410,000 as the basic assessed land value regard-
less of diminishing selling price due to increased tax, and imposa a tak of 6% on
that, 3, Impose the tax directly on the annual rental value,
. One possibility Is to start by increasing the fax om selling price, as per
Method 1; then whes the process is far advanced, switch to a direct tax on remtk,
as per Method 3. : .

3 *
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SUPPLEMENT - LESSQN VITL

1. HOW LAND-VALOE TAXATION CAM BE APPLIED

"abolish - all téxation save that upon.land values,”
"} We already take some renkt in taxation and
r modes of taxation to take it all,

. Herry George propodés to
This has been called the "Singhd Tex.
ze only have to ‘make some changes do ou
; tate tax of 3%, f.,e., 3% on land and 3% on
piidings. 1ha change could bé effected by gradusliy increasing the tax rate on
}%pnﬂ\m@ gradually decreasing it -om buildings. The Eirst year, the land value kax
Zrould be stepped up to IEL and the building tax.down to 2-3/4; end so on each year
ungil, after a l3-year period, the tax rate would be zéro on buildings and 6% ov
jand. (Ve assume here that this wpuld approximate the full rent ‘'of land, in ac~
ordance with method 2 cited at the bottom of tﬁis page.,}  Other taxes shogld of
‘Zeourse be abolished progressively until a $ingle Tex is achieved. :

Exampla: Assume a present real es

i

« The fotlowing chart shows how differemt properties would be affected:
E

A B . G ‘D.
Bldg.= 0 nldg. 55,000 , . Bldg.$10,000 BLdg, $20,000
Land—510,000 Land-310,000 . Land-3$10,000 Tand-3$10,000
o0 o .- 8150 o s300 ~ $600
300 - ¢ 300 300 300 .
300 &0 : T80 560 -
Noné o8 BLdg. et 0 _ o ‘o
$500 - 5600 3600 , $600 -

* .
: resent system the owner who keeps his lzad idle
{#) or.underdeveloped (BY pays Less than the owner who fully improves his land (£
und, (D). Under the proposed tex, A4 and B will pay tore than at pregent, € will hreak
gveny and D will gain. “Thus the stendency will be to encofirage LMPIOVEMENLS . .

It can be séen tliat under the p

. Lesgon VI, "Bent and Selling

: ?:-i'cef-.: rent is the actual income from land when used; annual _r‘ental value is the
“iameunt that can be obtained for lamd in one year, whether of Aot it is eurrently used

Eand value may mean either reatal value oz selling price, depundirg on the context in
Which it is used; selllag price is the amount land sells fot, based on the capitali-

zation’ of the rental value,

¥ ' CTHE_TAX BASE, As explained im the Supplement Lo
P

the value taxed is actually the selling price, of
With the full rent collected,
lained in thé Lesson VI supple-

3

" 1In the example used above,
imich it is assumed that 6% represents theé full rents
fowever, the selling price would tend to zaro, as exp
ment.  This can be overcome im three ways: -

1. Leave a percentage of rent to the landowner, say L0% or $60 of $600 total
tent, which he may capitalize ht $1,000, and impose a tax of 547 on that amount,
ylelding 4540 in tax. 2. Maintain $18,000 as the bagic asgessed land value regard-
less of diminishing selling price due to increased tax, and impoke a tax of 67 on
that. 3. Impose the tax directly om the anpnual rental value. ’
3 . 4

. One possibility is to start by inecreasing the Lax on selling price; as pexr
Methed 17 then when the process 3$ far advanced, switch to a direct tax on rent,
a% per Method 3. ’ ) .- B

*

H
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; . 2, RELATED QHESTIONS ) ¢

SHOULD 100% OF THE RENT BE COLLECTED? Strictly speaking, yes. Henry George,
however, suggested (im Progress and Poverty, p. 405 aud 407) leaving a percentage
of rent to landowners, enough te induce them to continue holding their land, te col-
lect the rent from tenants and te turm over all but their percentage to the public
treasury, Between 5% and 107 would be a redsomable "coitmission'; thus there would : %
be & 90%-95% tax on rent, This method, said Geotge, wculd save the government the !
funelion of ietting out lands, ) ) .\:< :

WOULD RENT BE A SUFFICIENT SOURCE OF FUBLIC REVENUE?ﬁ The Cot‘a:l rent of land

in the United States has uever been calculated.  (Lirregular assessment pract:.ces do’
not give the true value of land. Rent is also disgiised in numerous ways: for im- %
stance, it figures largely in veturns to stocks and hﬁnds } Somé say that rent
swould be insufficient for total budgets, federal, stdté and local, But it is to be’
expected that the Single Tax woitld on the oune hand produce great economies in gov-
ermment, end on the other hand result in greatly. increased production of wealth, :
with an increase in 2ll returns - rent; wages and interest, And so:(if it does fall
short at present) withim.a shprt time rent shouPd meet all legitimate needs of gaver
ment, There ate those whé say remt might exceed the needs of governmert. . If se,
the surplus could be usead to wipe sut the puhlic. dabt and the balance distributed af
a dividend to-all citizens, ¥ . ]

...

HOW WOULP THE RENT BE APPDRTIONED? With only one tax, how would it be c.'l:.vnieclr
as betweeh local, state and federal governments? Cme proposal is to collect all ?:ez
at the local level: the Ibcal governments would pass a percentage to the state gr.\v—-?i
ermments, which ir turn would pass a percentage g to the federal government. This,
is the method usually used as between state and local govermments when property taxe
are levied by the state. It was also used by the federal government when it levied’
property taxes between 1789 and 1861, appurtlpned a.ino:ﬁg the st:a\:es accoxding to pag-
ulatlon, as specified by the b5, gons titutions -

Another proposal is to let each level of go\rernment 1m.ppse the tax directly oa
respactive types of land - municipalities on land within its area; states on land .
within its area cutside the mynicipalities, such as farm land; and the federal g«w-i
ernment on such natural resources as oil fields, mines, forests 4and waterways. In .
practice, this method is also partially obser\red.

CAN A TAX QN LA.N'D VALUES BE SHIFTED? That is, ca;l a landeymer whe is taxed an
his land increase hiz remt to his tenants so as %o pay the fax End still get the sam
net rent as before? Suppose land is not taxed and- a tenant ia paying $1000 annual -
reat’ for the land.. Suppose 2 tax of XL is now imposed on the Tent, i.e., $200; can’
the landowmer now demand $1200 in rent, keep 51000 az hefore and pay $200 in taxi
This is what 13 done with commedities - an increased tax increases the price.

However, thé case is different with land. Land is not pieduced by labor; it is
fixed in guantity and its price is a monopoly price (all the txaffic will bear), &'
tax on laber products increases the cost of thoseproducts amd this is reflected in:
the price. If the pew price meets consumer resistance, the supply of that product ¥
checked. !

But a tax om land does nct affect either itz cost of production (it is not pro-
duced) or its supply (which is fixed). Thés its price is mot ifcreased (the owmer ¥
already getting all the traffic will bear), and the tax falls directly on the owmer,’
The rent of land is determined by the margin of production and it Is a certaio amoun
whether taxed or untaxed. A tax on land is simply a division of the rent between th
ovner and the community, Thus the landowner in the case citied above would pay $200
in tax and keep $800 in met rent, as the total rent s still $1000.
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ANSWERS TC LESSON VITT

sy : .
t i3‘not, the use of leased land for building and agriculture prevails everywhere

{arge extent, .
a Nev York, some of the leadifig skyscrapers are built on ented land, Examples are
o Ci;:y, Chrydler Building, Pan Am Building. ’

" 1§1dividual owtier iy pexmitted to preveat others from using what he cannot or

iot! use himself,

. 1;3 soon as theré was a megd for it.
3 i o .

e private right to improvements.
4 B3

sove

pl T i N ’

a:i ag 8l Public putchase of landy B) confiscation of landj ¢} confiscation (public collec-
pi) u_f?’tent. ' . .

ide 1t would be unjust for the comminity to have tu purchase what rightfully belongs to

1 rent camunity in the £irst place.

{1t is merely necesgary to confiseate rent. ("Confiscate” comes from the Latin:
Bn' topether, and "figous", _pu:éé,'; in other words the public treasury. To confiscate
iy means to take into thé public Lréasurys)

~ The approptlake remt by thxation.

k

y o 2 : .
et P : -

0w Taxation. We already take some vent through the property Lax. We need mersly take
T - gtl {or most of it., George suggests thak landowners -might be left a percentate of

reat. See supplément.}

B . L
“4qo abolish all taxatlom save that upon land values. Appropriation of rent would thus

wbskituted fot all taxes now imposed ou lshor and capital,
i §

e Sa
sal sigw C oG . .
.. rpxation should: a) bear as Iightly as pessible upon production; b) be easily and
cén !
<2 g_sp_lytcollected and fall as directly as pessible upou the ultimate payersj ¢} be cex- I
i
i

11y so as te give mo individual an’advantage.

idnj+d) bear equa
e

Taxes on sales, manifacturing, coummerce,

abovet sales tax, federal cigarette bax,

the extent levied on improvements).

capital, improvements. Iilustrations of |
fegderal tramsportation tax% propetty tax

The increased cost of production raises prices, forcing consumers to buy less. This

ens, productiot.

To-in, ! ' ' .
ni‘r - 2r4 3 would not he a burden upon production. It would stimulate the maximum use of i
duction could bé obtained. % A |

uable lands on which greater pro

cnined readily, The machinery I

Land cannot be hidden, Tts value can be ascer
hout any added

‘used to collect part of the vent couid be used to collseckt more wit
s ;

B
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Ans, L. VIIL, p. 2

19,. The taxatiom of labor products increases their prig¢e by increasimg the cost of i}
production and lessening. supply. (See p. %415 for the practic'e of "pyramidicg" the ¥
tax, ) ..‘

H
20. Ne. Since land is nof produced by labor, taxes upon Tent cannobt lessen supply i
and thug raise rents. 'The owner cantot collect moF¥e Tent, as remt is determined by I

the margin of preduction, 'L'hus an effort Ry the landeyner to shift the tax to the
tenant by raising his rent would make the rent highér ‘than the land was worth, and
the tenant would move. (This principle does not apply to taxes on buildirgs, which
may be shifted, as is general.ly the case with tawes on labor products.)

2l. o, It does not increase the rent of land; it does not reduce the supply of land;?
1t does mot reduce the supply of ‘commodities; therefore it cannot increase the price .

of commodities, The price of commodities is ser by competition and cends to the same

level regardlass of the vent of the site where they are sold.,

22, The tax on land values. Land cannot bermoved or concéaled, and its value can be
determined easily, )

23. Taxing reént, A tax on wages takes from the lahurermhat is rightfully Wis, the

fruits of his exertion. Rent is not produced by the individual. It 1s produced by

gociety and therefore justly belongs to society.
- %

24, A tax op land values.

28, Yes. Assessors habitually estimate these two V;al.i:es deparatély, Frequeatly land i
is ownied by one person (to whom rent is paid} and the building by amother. If build~:

P

ings are destroyed, land value remains,

. R PR
26, That the s:.gnit;icance of land. value taxation be widely urdefstoad, When there
are sufficiént numbars of adherents, land value taxation will becomé a public igsue.
Politicians fallow public opimion.

£
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FESSON IX - EFFECTS OF THE REMEDY

lﬁng assignment: Boaok IX,

‘n‘hat‘. would be the. ef.fecr. &0 prqductmn if'

a) téxes on wages and interest weré abolished?

-

dy b)'-iand values were fully taxed? (433~436)

fiow would the returns o labor afid gapital be affected byt
¢ .
Ea)r the abolition of taxes ¢n wages and interest?

b) the foll taxation of land -1_(31!!:'&5? (4.36)

How would land value taxation affect aggregate rent? (436-437)

Hew would an increise of aggregata rent berefit the conmumty ‘under J,and value

1f the full ‘r_:entei_l value ofsland were taken in taxation, what would happen Co:

) the selling price of land? : x
) Land s’pecu}.ati{m? (436} £
. :

EE taxes were placed only ofi iand values, would a given piecs of lamd be taxed
tim same whethe# it were nsed oy idle? (637-438)

tider land value Laxation, would it be pecessary to pay large sums In advanca,
or teo ineur mortgages, in order to obtain land? (438)

Hhal: effect would the opening of battér patural opportun:.t:.es ‘have om- compet:l.tmn

among laborera and on wages? (438} @ _ o

flow would increased wiges affect labor's productive power? {Gbb4-HH5)

. How would further advances in material progress (inventions, increase of popu-
S lation, etc.) affect all classes under lamd value taxation? {(442-445)

:axation? (436) - ; . .

[
i
i
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11. How do the values of agricultural Land compare with the va].ues of town aud city
land of eqiial agea? (450) i .

12. If only land values were’ taxed, what would be the effect on:

a) the working farmer who owns “his own farm?
b} the tepant farmer? .
&

. c) the prospective farmer geeking a farm of his own? ’ 3

d) the absentee farm owner? (447-450)

13, tnder land value taxation, how would the homeowner Tare:

a) in the taxes on hig house and lot?

b} in selling his house and lot?

¢) in buying a house and lot? (447-450) - . i

. - .
154, From what types of land would the largest public Tevenues be derived? {-)

@ ]

15. With speculation in land remuved, what would be the effect on the dis tr:.bution
of populatlun"’ {&51)

16, How would a single tax om land values affect the complexity of government? {Aih-ﬁiif

17. a) What ave the chief economig reasons for the rise ‘of"big govermment” today? .
b) How could "big govermment” be reduced under land value taxation? (-)
s : :

18. What would be the functions of government under land value taxation? " (454-456)

19, What does Kenry George regard as a motive of human action even stronger than
se1f intsvest? (438-453) :

20. If involuntary poverty wete abolished, would men tend to idlemess? {466}
21. What is the greatest waste of society today? ' (469) ;

22, How would an enviromment wh:.%h offered greater opportunities “to ail tend te
change society? (470-471)
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SOUTH AFRICA - Of the 60 cities in the Transvaal, 20 taxX laad values only. In the
other 40, the tax on land values is higher than on improvements. Of the 65 municipalis
ties in the Orange Free Steta, 15 tax land values exclusively for all city needs excepi
water and sanitation, Ia Natal, 23 of the 35 tm..ulc:.palitles tax land values ak a high-
er rate than improvements. Results are impressive in Johammesburg which has new build-
ing continually going on, The system of land value taxation has contributed much to th
econonic-gstrength of--Sog_;th Africa despite its unfortunate racial policies,

CANADA -~ Various cities in western Canada tax land values at a higher rate than
improvements, In British Columbia, 54 of the 104 municipalikiés exempt improvewents
50%; 13 exempt them more than 50%., In New ‘Jesmmstaf‘ 86% of the housahelders own
their own property and land specudation has dxsappeared .

Alberta requires its 7 clities to exempt improvements &C% “from ta.xat:.on. The pro~|
vince taxes land values to some extent, including a.land-transfer tax called an "un- 3
earned increment tax," The prevince obtains considerablé revemie from oil leases,rent-
als and royaltiks (a form of land remt, which has gade possible a “Hetitage Fued."} !

In Saskatchewan all but one of the cities and Lowns exempt.improvement values 40%
Regina 70%.. TIn rural mmn:.c_lpalities land value taxatlon is the principal source of
revenue, JIn Manitoba cities and tmm.s exempt Improvementd otw.-third. . ¥

£

UNITED STATES = The general property Lax and the Teal property tax, insofar as 'thei';

fall on land values, take for local ot state parposes part of .the ground rent in the U
In many cities the cost of streets, water mains, Lights, etc., iz charged td.adjoining:
properties through special assessmerita, Covernment collection of royalties om mineral
land, oil fieldsy etc., as well as Ieaslog of public 1ands,recoup some ground reat, T
fede:’al government is obtaining an increasing revenue frcm these sourcaes, amouniing tu
many billions of dollars.
:

Pennsylvania - Pittsburgh and Scrantom spply what is termed the “Graded Tax i’lan“
whereby land is taxed at a higher rate than improvements, and both have rtaised the Lani®
tex considerably in recent years. This has been an important fackor in Pittsburgh's P
“Renaissance IL," The state permits cities of the third’ ‘class (all the remaining cit
ies except Philadelphia) to tax land and improvemgnts at different fates. Many of thes”
clities aré becoming increasingly interested in shifting the tax from buildings to land,
and McKeesport, Harrisburg and New Castle have already mmred in th].s d:.rectum, with
beneficial results, . .

c ¥

*

California - In 1909 the Ca.l:.fcm:l.a Legmlature requ:med new irrigation distr)icts
(and gave the optilon to established ones) to tax land values only, exempting improves= s
ments, crops, etc, Today over 100 districts, serving 4 million acxes of the best farm:"
laud in the stste and raising about 75% of its érops, follow this system, Speculat:.onH
has been eliminated and agr:.culr.u'ral production greatly en::uuraged.

Alaska = The state owns much of the oil. land around Prudhoe Bay, and collects a
1257, Toyalty. This has resulted in abundant revenues beyond public expenses, and has
made possible = per capita dividend and canééllation of the income tax. .

'

. s -
Fairhope, Alabema ~ This is a colony operated by the Fairhope Single Tax Corpor-
ation which owns land in Fairhope and leases ik to vegidents, With the economic rent
it collects, the corporation pays real property taxes levied by state, county and city,
and the remainder is used for public improvements, Fairhope has cutstripped In growth;
its surrounding neighbors.

#oEETT

The Threé Ardens, Delaware - These are Azden, Ardentmm and Ardencroft, ~The lLand; h
is leased to usets, and as in Fairhope, local taxes are paid and the balance of the Ter
is used for public improvements, These communities age known as beautiful residential;

commnities,

- 4

i

g ey
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&?E ANSWERS TO LESSON IX 3
i % -
TEP: . -, : o . -
%g: &) With peeple a6 longer taxed fur their energy, industry, Sklll and thrift, there

:) Freed of taxatmn, they could kedp the:.r full wapges and interest, b) Having
433 to better patural oppurtunitxés (i.8., a hxgher mergin), then- returns would
greater,

gEregate rent would Increase. Superior lands, fomerly unused, would be released
© production. ALl such additional production would imcrease aggTegate remt, as

11 as wages and mterest.

o=

nt

o It would increase the comion fugd in Whlch all would share. -
u} The ;selling pr:,ce of Land ds based on the presegt and future incowe the owner
Eay expect. If all or ndarly all the wentdl waliug wefe taken in taxation, the owner
ﬂld have littls left to sell and the selling price would fall. b) Land speculation
id tead to disappea: as I:he'ce would be mo profit in ils

a4y The tix would be haaed on the I.and's rental value. No matter how fully it
ré bulle dpon or fmproved, the ownep would pay no more than Lf it were idle. This
uld enuoumga the besr. use 6f land.

o Ko, Land would be qmch &asler to obtain than teday. Selling price would falI.
nominal levels. The niada requirement in obtaiuning and keeping a piece of land
ild be to pay thd fent tax.:

The demand by empldyars for .I;'ébo;' wbu]_,& increase and af the same time Iaborers could
re teadily bécome their dwn employers. With less competition among laborexs and in-
§uanﬂ prdduction, wages wonld rise as the marg:m ‘rose.

Labor would have the’ mceritive to bacome more preductive. Poorly paid labor is in~
Ficlent labor. Weil paid labor uses brain power Lo a greater degree. (A good ex-
ke is the incentive system used by t.he lincoln Electric (:o. of Glaveland }

As labor and ca,p:.tal became more productive with makerial progress, there would
“further increases in wageés and interest. As reut increased, all would share in its
g¢flbs. Landowmers themselves wuuld benefl.t by living ip a healbiuer society.

jgrlculwral iand values are small as aompared to the values of town amd city land
g equal “area,

n) He would gain by paying less in taxes, both direct and ind:.rect. b} As the mar-
r=rose, the return to temant farmers would increase. c) ‘The prospective farmer

{d' find much better land available at cheaper prices than today. d) The absentee

er 4 sufh could mo longer calliect an unearned imcome,

V-ix)ilis Laxes would be only on his Iot and mot on his house. b) The price of the
k. would, fall, but the price of the hausé would remain unaffected. c} He would not
'Ve ko pay &5 much as’ today, sifdce land weuld on.'Ly be a small;cnst factor,

o.From city lands, especially cominercial sections; also from lands where oil and
aiuable mineral resources are fownd., Such lands are generally the most valuable. -

15 People in sparsely settled dreas could move closer to centers of population;
gﬁgle crowded iIn cities could spread out more, Population could them be more avenly
used,
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6. It would vastly simplify goyermment. It would elimim}t'e_ our.complicated tax
agencies and cut down on tax legislation and litigation. ~(Note: George here speaks
of "the State as sole owner of land." This does not moan land- natioralization, Ex- ¥
isting titles and possession of land would remain unchanged, The State would omly
be "ewner" in the sense that it receives rent im the mame of the people as a whole.
Elsewhers, Qeorge makes it clear he i3 not in favor of State owmership in the ac- ¥
cepted sense of the term.) - ) : by
1

17. a) Failure to basically solve the problaius of poverty and depressions has led .
to & demand for government intervention, which has given rise to the big government ¢
of today, b) With the problems of poverty and Hepressions solved, the chief ecomomic .
reason for big goverament would be eliminated. There wouidino lenger be the large-
scale need for welfare payments, unemployment insufance, ebc., with all the attendant
bursaucracy. : -

18. The collectign of land value taxes and their use for the common benefit; the pres- ¥
ervation of law and order; the administration of justice. (Note: When George speaks N
of “the dream of socialism," he is ftexely presupposing 2 certain matural haxmony that
would develop - "the dream of sociafism™ - givem the full comditions of freedom, }

19. The desire for approbation. The sympathetie nature of man which leads him to act.
for the sake of hig fellow man, or For a tioble causé,

20. Debire would remain, urging men Ferward to new saccomplishments, not only for
material betterment, but also for intellectml . and moral achievements,

il. The waste of mental power, caused by comditions that pemmit so few to de\..'[Elop
their potentialities, )

22, The capacitles of iodividuais would have greater opportunikies for development
thar today. The moral, intellectual and social 1ife of society would tend toward col
stant improvement, ’

[ : -

i,
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3 . 1eghoN X« THE LAW OF HUMAN PROGRESS
< fﬂdiﬁg' asa’ignmenﬁ: . E;ook X and Conclusion. &

%
In this final lssson we go beyond ecomomics #nd inte $ocial phllosophy. Henry
urEe has subm:.tted his remedy' Eo two tests - Justu‘fe and prat‘.tlcallty. He now

b

Are different Ievels of ciw.hzatz.on due more beo dlfferences which iahere in
‘individuals or in society? (489 ”505)

."%’hat_'imust the Law of Human Progress explain? {506)

mt Is the &écqnd essential of ﬁ'rogress.z (508) :
k’iia!’._ then is the [.aw ot: Humdn Progress? (508) S

irzas of Decline -

. . o & .
How does d'is'associitiou of peoples tend to check progress? (510-511)

As so:,ciety- becomes complex_, whet cgnditions arise which may lead to inequalites? (5L8-3L7; 1

ki

:!E."hre ;;,uch inequalities » necessary rwesult of social growth? (514)

Hnw ﬂoes the itequitalile dfstwibution of wealth and pewer tend to check progress?
(518— 19}

-

. Does the Law of Human Progress (AS,BDCLatzon in Equali‘cy) account for the rise and
fall of civilizations? (S508)
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. 13. Does political equality alone agsure the equitableé distribution of wealth and =y
power? (330 . . . :
14. Cite some soeial conditions existing today which, if unchecked, may lead to“a
declime of civilizatiom, (=) . P Ty
' ' : o ' o ende
. : due
15, How would these conditions be -affected by Henry Ceorga's vemedy? -} & : Do ;
& . stu
iy ® . el
The Ceritral Truth X - . v )
16. How does Ceorge's reform accord with the Lawsof Hmnaﬁ-' Progress?. {345) ?{
) - B 4
ton hds
# - kh
17, What is the meaning of Liberty? {546-347) . :
. bat
18. What does Henry George regard as a prablem even higher and’deeper than the social ;:
,problem? {553 et sed.) R . b
] SE L Bre
% - i ek "j&pg
& : . : : i : ¥ . BH
e by
19. a) Sumuarize the important points of the course.” . 4
7‘@ 3
¥
.r'- -
b) Add your own evaluation. . } :g:
, . ' it
ex|
¢
. &
W
: : .
. &
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SUBPLEMENT - LESSON IX '

LAND FATUE, TAXATION AROUND THE WORLD

the following gives a prief acco;ﬁtt of various places throughout the world where
né.value taxation is partially. applied and Iimprovements partially or fully exempt.
hure has the principle of exclusive land value taxation (approaching the full eco-
c, rant), with abolition of all othef taxes, been applied on a largs scale, But
tial ‘applications 'indicaté results commensurate with the degree of appification.
DENMMARK - Although Denmark collegts much vevenue from taxes on incomes and pro-
t3, she still collects abou® 50% of the total aanual ground rent through various
thods.” A land valuation is Weld about every 5 years. Da:_’:i.sh methods ate as follows:

& I. Renkal of overoment-stquived land bo farmers at 4% of its selling value.
hout 12,000 small farmers rent their land ifi this way. : - -

‘%, Local and national taxation of land values, with consequent Teduction of taxes
Ampravements. Q. ‘ ’ )
3, A national tax o in¢reases in land values,

Results are impressive, Danisly farm tenancy dropped from 42.5% in 1850 to less
S% today. Productiviky is high and a high stendaxd of living prevails,

I AUSTRALIA - All six states and a majority of the municipalities in the Commouwealth
Australia tax land yalues tp a certain degree, and some exeppt improvements in whole
n part, However, there are many other non~real-estate taxes,

"The Capital Te‘rri;ébry + The Commonwealth owms most of the land in the Capital Terxi-
r¥, including ths capital eity of Canberrd. The government leages this land to pri-
parties, and alsc levies a tax on its value,

‘Queensiand - Most of the land in Queensland is owned by the state and is leased.
‘13 @lsb subject to local land valie taxes. There is also a state land value tax
privately ovogd land. Improvements are mot valued for tax purposes. More than

£ of the ground remt is cgllect_ead. All local communities tax Lamd values only,

Hew South Wales = All local taxing woits tax land values only. There is no’state
4 vilue tax but the state collects royalties on minerals, The Gity of Sydney is the
gest city in the world Yo derive all its mupicipal revenue from land value taxation.
flding has been encouraged, slums sliminated and the price of land stabilized.

‘Western Australia - Of the 147 local taxing units (miuicipalities and wead dis-
1cts) 32 tsx land values only. The remailnder tax both land atd improvements, but in
128 voad distyicts, B4Y% of the reveiite iz from kafnd values only. There is also a
g:'g_zl.and‘value tax which is heavier on absentee owners. . -

-Other Australian States - South Australia has a state land value tax, with an ad-
{itional penalty on sbsentee landholders, In addition, 8 incotporated cities, 11

H a=_:_ﬂg.iea.} and 8 district cotmeils have adopted land value taxation., Vietoria has a
#ite and local land value taxes, 24 out of 198 ‘local .taxing units tax laad values
iy. ‘the result has been to bring idle land into use,” Tasmania has a state land
Ialue tax but mo local omes,

)
| HEW ZEALAMD - Like Austkalia, Néw Zealand has locdl taxes en Tand values, Local
18g units adopt it by local elections, and the wajority of local units tax land vai-
‘6nly. It has encouraged tlie good use of land and has helped break up large estates,
sliting the small farmers. Recent complications in rating legislation have mitigataed
w of the good effects,
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B joo SUPPLEMENT - LESSON X

B 1.’ REVIEW OF MATN POINUS OF THE COWRSE

. SR R o e e e )
The pu:pos;f'of the gourse is to apply economic fundamentais tg curreut problems,
riicularly the problem of "progress and poverty“: Why, with our great ifncreases of
poductive power, is it still so difficult to make a living?

N . N

- Upon examinationr, we Find thaf the explanation is not that we have imsufficient
ital or lov productive -dapacity; mor that theve are tog many people in relation
the world's resources, .-We thereforg turn to t.}he laws of distribution for am answer.
5 R K R 4 )
f EIn'studying these laws we find that wages and interest rise and fall togﬁther
ththe margin of production; afid that rent wises and f4alls iaversely as the margin’
J3ile and rises. Interest; being a return to capital, a foxm 6f human exertion,
Fandd to be equally atbractive with wages, just as wages tend to he equally attractive
th 41l othet wages. ' ’ ,
. .3 v
- 1 4% civilizatiop adwances and land becomes flore va}uable! rent increased and is
Ivately appropriated, - This Lowérs the proportionate return ef wedlth going to
éizr and capital as waged gbd intevest. The anticipated imcrease of rent leads to
speculation which holds Lasid out of use aid further increases rent at the ex-
rise of wages and interest. Land speculation pushes the price of land te thé point
vesit is. no Longer pufiteble For labor and capital, to continue producing, and a
ppage of production eccuzs..’ Though thére are sther proximate caises, this is the
{c ceuse -of depressions aid of the maldistributisn of wealth.

scial

T remedy #his situstign afid to rhise real wages we must eliminate land menopoly
4 tand speculation. Thé nidst effeetive way to do this is by community collection
ront. {land value .tsxatien) and abolition of all other taxes,

oL : T B

. This proposal is fuither justified by the fact that land values are produced b
Jhe prowih and activities of the cofffunity as a whole, nhot by thé efforts of land-
mers, The vent of land properly-helomps to the community to defray commual Ex-
enges. Abolition of taxes on Laboi and thg products of ‘fi-‘bb'f would emable producers
keep -the full Fruits of their- teil. T ‘

} . B, 0, T s : : * , ’

* adoption of this proposal (called the "single tax") would greatly encourage pro-
gokiony wages and ifiterest would rise; tand} Freedtof the burdens of monopoly and
peculation, would be sasier to agyuire for productive purposes and homes; "booms and
sts® ioild be replaced by wontinuous growth; govermueats would be greatly simplified.

. Mith equal econcuic opportunities open to all, with pecplé agscciating it equal-
¥, soclety would be elevated to hew heights econgmically, intellectually and morally.
-y " N " L3

S %, ANSWERS TO TYPICAL QUESTIONS ¥ _
- {adapted from The Taxition of Land Values by Louis F. Post)
- K . .

‘% ynder the $imple Tax, how wuuid 1and valyes he estimated? .How could vou separate
e value of fhe land from the value of the improvements? I
" S L L e B _
2k In mich the same way as it s done rdday by resl estate dealers and appraisers.
_j-[};e. value of land is habitually estimated simply by lmowing its size and location.
When a building is destroyed, land value remains, Frequently, the owner of the land

& the owner. of the. building are two different parties.
- SRR L0

iz
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Q. iF a man owns a city lot with a building on it, what would prevent dnothef man .
from bidding a higher tax thaun. the First man could pay, thus ousting him from his
Buileing? v ] T ]
- ' L . i
A, The Single Tax is not a method of mationalizing land and renting it to the high~ 5
est bidder. It is 2 method of taxation. It would not ornly hinder, it would prevent jfg
the unjust pusting of another -from his puilding: The tax .falls upbn landowners in  fq
proportion to the value of their land, This value ig-detarmined by the veal astate jy
market - by the demands of the whole community - and not by ocgasional; and arbitrary
] . 5

bids, ] # W
. i . : . T, L £a

Q. A rich man has a latge mansion; a poor widow has = swall house om an adjoinin :

Tot with the same valuc. Is it right that they hotk pdy the sae tax? . ™

A. There fs mo zeason in justice why the community should tiok charge.poor widows as ™
much for monopolizing valuable land as “it charges rich men. Im either case it is 2 . ge
special privilege which stiould be paid for. Im out sympathy for the rare widow in
this situation, let us not forget theihosts of widows who not only de not live next Ay
ko mansions, but have no place to live but by sbme landlgrd‘s comsent.  They would 3%
find it much easier ko get a place to live under the Single [Tax than-now, :

. E o, ‘ ¥
Q. Though some people Rave made money by owning land, haveéng e others iost? Do not ﬁ
the lasses offset the gaing? B : I j i

A. Fossiblyj but what the fand speculator loses, the comilinity dows. mot gain. What ks
the lapd speculator gains, however, the commnity does lose. As between land spec- ;E
o )

ulation apd the confmmity, losses canmot be justly charged against gains, The taxa-
tion of land values, incidentally, will put an end o thése "upearned losses" as welly
“ T S . L7

a2s to uneained gains. . H I . L]
Q. Why single out landowners for taxation? Are thefe not owmed incomes ¥
(as a work of art which increases iu value}? ) T . ) Yy

| I3 - B ;i..!

A. All incomes come from only twd sources = land or labpor. Land is not a thing of B
human productiom. Man cammot live without #ccess te land., In these two raspects it iy
is unique. Ho other “unearned income™ comparas with reat in importance, ALl other
increases in value may be traced to a Lw-or prednct as its Source. A'work of art mz
be umique, but upless it is stelen, its transfer from hand to hand is wworally justi-
fiable. And its ownership does not deprive any -cte of the mesns of life - or even of

the means of creating a mew work of art. .

3 ) # ¥
Q. If & man buys land in good falth, under the laws by which we Live, wodld he mot
be entitled Lo compensation for his individnal Loss if we_taxed away the value of i

his land? ) . &

. : ) s 1]
A, Even at present, if a landowner does mot pay his taxes, his land is confiscated 7,
by the government without compensation. Land grants and taxation are clearly mabters:
of the general public policy; they are Legislative i

and not contractual in characterl. iy
Titles to land values end privileges of exemption from taxation are yoidable at the
pleasure of the people. The reserved tight of the people to terminate grants of

land value is as truly a part of every grank of land as if it ware written expressliy,
in the body of the instrument. Since Progress and Poverty was written, there has
been a considerable body of public opinion in favor of land value taxation, and the %
proposal has beem put into application in several parts of the world. Notice, thers:
fore, has been served that there is an effort in progress te accomplish communiity
collection of rent by proper methods. As this movement Erows, men cannot be allowed E
ta make bets that it will fail and then, when they lose their bets, to call upem the }
people to campénsate them for their loss, MNote too that iand titles wiil remzin. u
The land will be just as good as befare - even better - for building ot producing. [
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x ANSWERS TO LESSON X

To differences which Inhere in society. All human beings are essentially alike,
“1s o conclusion which has been coufirmed by wodern anthropolegy. What makes
isties, civilizations and pations different from one another is not so much the
{ rences in mﬂwiduals, as the different t¥aditions, bel:.efs, customs and- Laws
h grow in every suciel'.y.

ﬁky past c.1v1lizat.ions arose and decayed. Which social adjustments tend to ad-
w{uch to retard eivilization, :
4 ¥
The désite to grat:.fy phys:.cal m:ental and social wants,

L
That which is left -after mental power is sucpended in non-—pragressive parsuits of
ncamnce and” crmfh.ct. :

®

S:aociation. As mest agsotiate in commupities, division uf labor becomes possible,
ding Lo grester productx.vzty and the freeing ‘of mental power for higher pursuits.

Eqoality. 4 condition of equality; freedom and Justice. In shortz, an pbservance
the #qialify of human r:.ghts wili lesgen the wasteful expenditure of mental power
onﬂh:t.. :

sociation in Equality. A.ssncia-bion freées mental power for mproVem.gnt, equal-
L prevents d:.asipation of* this power 1n fruitless striggles.

§ 4
pl:qud’ime anﬂ anmoézta.ers that grow up between sepatated communities may be-
batriers "to the exchm&ge of goods and ideas (trade). These barriets may also
m desl:ruct.wa warfate. . . o

11

3 'n:a ¢oncen!:‘:ation of pvs:ly.tz.s:al power in one person or small groups, b) Spec-
Fizetion of Functiuns which create ptivileged classes, such-as sthe military, the
By bol.thcz.aus ete. ) fhcreasing value of land wWhich leads to gredter pe wer

th for thuse who have nm‘qmpotized it. ;

They can be prevented bg making proper social a:iﬁu\sunents as mew conditions

o ¢
»

"’E}m “have-nots” afe compeligd to gxpanﬂ their mental power in metfely maintaining
stance; while the “havaes" expend mental gcmer in kespitig up and intensifying the
tam of in.equality. .

Tivea, Thi,s general law mll exp].ain all diversities, all ndvances, all halts and
vgressions, Progress goes on af soclety tends toward cleser association and great-
quality, Prgg]:essf is hilted by imequility and disassoclation.

,!%6. It does not prevent the tendency to inequality in the ownership of land,
-k leads to unequal distribution of wealth and power.

Increasing crifie apd worséning slums in cities. Riots and civil disturbances.
snd preparation for WAL, Increaging taxes and gavermnental interferences, Land
Iitlon and the coustam.tly riging price of land,

& cause, that is ch;t.efly ‘respoinsible for these symptoms- poverty and its at-
ant evils - having been solved, the glgantm size of these problems would start
iminish,

e
-
]
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1 .
16, It will openm up greater opportunities for progress. It will make other desirable
reforms easler, It is politically, socially and morally sound. TIf is consistent wit
true equality and justice., It will produce a condition of true ecoummic freedom,
The lllcrEase of the rent fund under Gaotge's reform m.ll promote’ equallty instead of
1mequal:|.ty. . 1. . ; . . .
17, "leerty means justme and justice is the matwral law." . Liberty iz the true sour
of progress. [Liberty is a condition wherein the Fights and freedoms of all are re-
spected. . .

A8, "Behmd the prablems of soclal life lies the prcblem of individual, hfe

19 A summary should include: Difinitions of- *economic terms. The laws of d:.s.tr:.buti
Land monopoly and land speculation as-the basic cause of pdverty ‘and’ depressions. Pu
lic coellection of the rent of land through land value taxation and abolition off other
takes, as Geo'rge s remedy, The law of human ptogress,

H 2
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HENRY GEORGE INSTITUIE 5

GURSE_IN FUNDAMENTAL ECONOMICS

CGURSE Ty FUNDAMERESS St

rExTBooK: "BROGRESS AND POVERT « &y HENRY GEQRGE
The purpoge of this course -1s-Eo atudy__f_unrigglental eé_aopomic principles and td
apply them in olving today's economic problems: povertys ymemployments racession,
clyms . high haxes, inflation, £tc. This course is Part Fof a three-pazt study of

principles of Political Economys at it is complete in itgelfy
o

The ktexthook used is H‘eu:y’?Geo\;ge's mas teTwoTk, ?réé- ess and Poverty. Though
this book first appeared in 1879, it is fully applicable ta today's conditions since
. the primciples with which it deals are gniversal. A peading of the book will con-
" vyinge the student of its timelivess. . i '
N 3

. ~The basic prohlem which Geotge sgt out to solve in this Sook is still today's’
basic problem: Why in spite of progress does povexrty 'persist?

N Many AnSWATS have been given since george’ s day, apd ma®uy measures have beenl
applied, but the problem still remaing- The problen of the busiress cycle and re-
" eurring periods. of unemploynent have also defled solution. It would therefore be
: worthwhile to Look inte George's analyais, to which insufticient actention has beed
- paid, end which has never. sidgcessfully pean refuted. .

e i

A ‘fundamental and non-techpical approach to economics 1s taken io this course.

fasic Lerms are defined,-'baSic"econotnie Laws are sought and basic principles are
applied. Study supple_mentz; aré offered for each lessong not as .8 subgtitution for
the sext tut to supplement it in elaborating certain poinis, in applying the prino-
1 giples %o gurrent conditions and Ni“ answering frequently asked questions.

i
¢
1

E S

. he course proceeds with questions based o Progress and poverty and is divided
ipfo ten léssous. Model apswers are provided after each leason i% completed { except
For Lessom L, which ig intfi:qddctory)_. Following is an outlineé of the coliTs&? ¥

1. The Broblem : i
1. Definitions; prpdnction and Wages L
T71. Population; the Law of Rent .

1y. The Lavs of Wages and interest

. The Effetts of Progress o pistribetion

vi, Depressions and Recess ions; Proposed Remedies
YIE. The Remedy 3 iys Justice i
yiil. Application of the Remedy ‘ .
H €. Eifects of the Remedy ’ BN
i ¥, The Law of Humaz Progress .

E 1t will be seen that, the last part of the course gues beyond econsmics and into
i social philosophy. The theme as it unfolds becomes more fascinating and well re-
i wards the student who pursues it o tha end.

£acﬁ fesson has a reading assignment in progress and poverty, ‘and a set of ques-
ripns to be answered Nusmbers followidg questions {except in Tesgon 1) indicate the
pages in the cext where answers wmay be found. Some questioms aré based om the study

supplements. Some questions are followed by 2 blank {-) indicating the student is
} to give am answer of his owi. : ’

To gei tha most from this course,’ the student should read The entire assigment.

" Progyess and Poverty is 2 pock to which -ofe my@rcﬁitably return often.
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;:— LESSON I - THE PROBLEM

- L. QUESTIONMAIRE, This iz not an examination. You will not be asked to turr in’
| thls paper. Most of the following questions can be answered "yes" or "no." Insert
‘your answers in the first column. Preserve this sheet until the completion of the
course and insert your auswers at that time, in the second column. You will £ind
it-interesting to compare your answers before and-after the-course. Questions in
subsequent lessonms will be based on a reading assigiment in Progress and Poverty.

i ' First lesson Tenth lesson

(==

1. Is there e known limit £o human desires?

. Are periods of rgcession and unemployment un-
avgidabie in & private enterprise economy?

3. Would you consider the following to be wealth?
{a} Trees im a virgin forest
i (b} wWood in a Lumber yard
() Fish swimmipg in the ocean
i (@) Fish in the matket
H (e) Untapped oil im the ground
(£) Gasoline in yeur car
(g) A house
.. {n) The lot ¢n which the house stands
I (1} Momey -
: {3) Slaves

Does automation ca\_tise upemplbjrment;r

Can sarth's resources support am inmcreasing
population?

Is “zero growth" the best solution to eéco= .
nomic problems? . s

Would you consider the work of the following
people as labox? N
{a) Coaldniner !
{b} Entrepreneur :
(¢} Traveling salesman N
{d} Independent storekeeper
{e) Slave

Wonld reduced taxes increase purchasing power?

. Which of the fdlem‘lng statements do ynu
cons ider Tight?
{a} Taxes shotld be Levied accordmg to
ability te paye
(b} Taxes should be levied ar_curding to
benefits recedved, .

. 10, Should the government place a limit om a persen's
earnings? .

(over)
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First fesson Tenth lesson

1i, Can labor be employed without the aid
of capital?

12. Put a check in the column after statement
you congider correect:
{a) Employers pay wages out of cheir
capital.
(b} Employers pay wages out of what
lahor produces.

13. Put a check in the columm after statsment
’ you consider correck:

(a) Widespread unemplcymeut is due to
personal laziness, Incompetence, I.ack
of skill, etec.

(b) Widespread unemployment is due te
economic mialadjustments over which the
individual has lLitkle contrel.

[
1&. Is every one entiktled to:

{a} A& living? #

{b) The opportunity to earn a living?.

Ae) Keither?

15. Do the followhg prevent poverty?
(a) Social Security * .

{b) Unemployment insurance

{c¢) Minimum wage laws

{d} Guaranteed anmral wage

{e) Job training '
{£) Higher education

2, READING ASSIGNMENT, %poa securing Progress and Paveity, read the Introductory, ,
1T TF B 3
The Problem," ppé 3-13; note especially pp. 16-13. This chapter outlines the na- i

ture of che problem to be investigated and the mefhods George pruposes to use.
Note the axiom George cites on p. 12: '"Men seek to gratify thieir desires with
the least exertion.'" This is the bazic axiom upon which ecomomic analysis is based.
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LESSON TI - I:):EFINSIT-IOHS; PRODUCTION AND WAGES

keading Asgignment: PROGRESS AND POVERTY, Book I. Nuwmbers after questlons indicate page
Eeferences. Tn quastions followed by a blank (=), sktudent is te give his own answer,

The Heaning qf. the Terms

what is political economy (of-econom‘ics’)i’ {See supplement)

" What is wealth? (&4Ll-42, 49}

., Are the following wealth? Explain, (38-40)
_a} land: . . '

b} bank notes, stock certificates, bonds:
::‘.) k!_-iwle'&ge, skill, e):p-erience;

d) sléves: ;- ‘ ;
% e . e .
What is productiem? ,(SEE' supplement} .

. ¥

Name and define the three factors im the p_fi:é’uction ‘of wealth. (32-~38)
a} L

b))

o

c)

Give examples of: a) wealth that is capital:

b) wealth that 1s oot cap‘ita],':' (+)

Are trangportation and merchandising part of production? (48)
When is production completed? {48)

‘. What is distribution? (See supplement)

0. Name and define the three' avenues of distributien. (S:iée supplenent)

(over) .
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Having defined our basic temms, we proceed with a study of their relationships,

Production and Wages

1i. What is the problem of poverty as defined by Henzy fieorge? {(17)

12+ Does powerty still accompany progress? (-)

(Nota: ia Book I, Hewry Geotge examines the theory. current {n his day to explsin pov- :
exty, i.e., low wages. It was known as the "wage-fund theory” and said that there was
a fund of capital out of which wages were paid, The more workers there were, according
to this theory, the less each got in wages, since the fhnd was fixed, Though this theo
ry is up longer formally held,” the assumption upon which it is based Is still wldesprea-
namely, that wages are dvawn from capital. We mow examine ‘this assumption.)

13. When the laborer employs himsélf, are his wageg:. draun fromj cap;ta],'.? (30)

14, When Iaboters are paid by a percentage of what they produce, where do wages cotte
from? (53) .

13, When laborers are pa:ui with money, is the result any dlfferent from paying wages
in kind? (55-56) .

16. Does labor precede; the payment of wages? (57-59)
17. When a worker ls engaged in a long-range enterprise, the ]:rroduct of w}uch‘ cannet
be put into exchange mmedlately (e.g., a bridge);

a) Is the amount of capital lesgened whén hisz wages are pald?

Lt

Y What stands in the place of ths wagss he veceives?

c) Where do his wages come from? (64-~68)

¥

18. Give an illustration of a long-range enterprise and descrlhe how value is added
by labor as wages are paid, (-)

19. Do we live on production from the past, o6r on production.that is continmally going
on {current production}? (75~ 76) K %

20, Does lack of capital explain the persistence of poverty in undeveloped countries?
(B1-84)

21, Does lack of cap:l‘.tal axplaxn thé persistence of poverty in advanced countries?
(B7-88)
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2
DEFINITIONS

In the study of political economy {or economics) ‘¢ertain words have a wider
galting, others a narrower meaning than in everyday speech, These terms ara here
.efmed and br].efly ucglm.ued. :

alltu:al Econgmy {or Economics)i The science which deals with the nature of wealth
Ed the natural laws governing its production and distxibution,
These laws ate not the ordmances and statutes enacr,ed hy goveriiment. They are
f_ mtural. laws that deal with man's efforts in associabign with his fellows in society .
ad gprocure the materi.a]. means (Wealt]‘l) to Sﬂtlsf}’ his needs and desires.

R -

]u-

fealth:” AIT materdals things praduced by Iabor fox: the satisfaction of human desires
;nd havmg sxchange value.

4

It is thus seen that wealth must have these charactenst:.cs°

1) Wealth is materl.al, . Human qualz.tles such ‘as skill and. mental acumen ate not
miterial, hémce cannot be classified ag wealth. . .

© %) Wealth Is produced g labor, Land possesses all the essentials of wealth

¢ But one - it is"moti’a product of labor, therefors it ii not wealth. :

3) Wealth is capable of satisfying human desire. HMoney Is nol wealth; itgis a
’ medimm of exchange -whereby wealth can be acquitéd. Wor are shares of stock,
- bonds .or other Securities classifiable as wedlth, They aze but the evi-
dencés of ownership. Home of these atisfy desire directly, Only those
things arve wealih the production of which or the destruction of which in= .
creases or decreases the tota]‘. of goods that administer to human desires.

4} Wealth has exchanga’ v‘alue. That which will net br:.ng its possessor im a
trade, sale or othar transaction, something of worth, has no exchange value
and consequently is not wealth, even though liuman exeértion may have gone
inte it. {Examples: whittled wood, a junked car, a snowman.)

roduction: ALl the processes’ invel¥ed in mking wealth anc[ hringmg it frem its
face of origin to the uitimate cons:.mer.
* .

Prbductim_] Includes met only the making of things tut alse brimging them to the
chsumgr,  An automobile, for instance, from the extraction of thé ore, through the
cmplex procedures of mamufacturing and marketing, to.the sale to the retail pur-
haser, iz the embodiment of am extensive pooperative effort in production.

+ = ® k]
The factors (makers) in the production of -%real,th are land, labor and capital.

The entire materldl universe éxclusive of man and his products.

- Everything physical {other than mam) which is not the result of man's effort is
Q.thln the econonn.c definitipn of land, This concept thus includes not merely the
.fry surface of the earth, but all natural wmaterfals, forces and opportumities. The
Fees im a virgzn forest are land; in a cultivated forest they are wealth.

v

(over)
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Labor: AlL human exertion ia the p:roduction of wealth.

Mental Loil is labor as well as muscular effort. ARl who participate in piaduc—
tion by their mental and physicel effort are laborers in the economic gense, Thus
entrepreneurs as well as blue collar workers are included. (In a larger sense, exer-
tiou expended in such services as acting, dentistry, teachiag, etc., may be cousidered
&s labor, but for the sake of simplicity we are concentrabtihg our attemtion on the
production of wealth, The concliislons we reach will alsu bs. applicable to servicées.)

H - .-
Gapital: Wealth used to produce more wealth, or wealth in the course of exchange.

A machine is wealth. If used to produce shoes or other wealth, the machine is
wealth that is capital. So alse would a merchant's stock of goods In trade be cap-
ital, The same items in the hands of the ultimate consumer are wealth that is not
capital; the exchange has been completed.

Bistributign: The division of wealth among the factors which prbguce it.

The ecenomic term "distribution" does hot refer to the transporting and met-~
chandising of wealth. These procesges are part of produstion, Distribution refers
to the division, or apportionment, of the product amomg the factors of produstion,

) s
The avenues of distribution are rent, wages and interest.

Eept: That part of wealth which is ‘the return £or'the use of land.

. ‘a
We commonly speak of paylng "rent" for building accommodations, or for hiring an

office michine or an automobile. This is not economic remt. only that which fs real--

ized from land can be properly termed rent. -
Wages: That pgitt. of wealth which is tha retuin te labgr,
) B

Ordinarily wages are thought of as the cofpersation paid to an employee, Eccro-
mically speaking, however, wages include the earnings of all'whose labor has in some
way produced wealth, including the anager of a business ertarprise, - 3 %

Interest: That patt of wealth which is ‘the return for the use of capital.

. «

. Tu
In common parlance, a borwower pays “interest" .to his creditor for money loaned
to him. In economic theory, however, inasmich 2s momey is not capital, the meaning
of interest is different, A farmer's reapers and silos are a part ofthis capital,
which when employed in harvesting and storing wealth in the Form of wheat, earn For
their contributlon to production z portiom called "interest,"
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C A.NSWERS TG LESSON I . Cs
: The science which deals with the nature of wealth and the natural laws governing its
VIDdLIC-.ion gnd distributiod; °. ' _i
:. All matexial things produced by labor for ;,he sat.xsfactlou of desires and having
l:xchange value. ) .
3.3 No; fris not a ptoduct af labor.. )
-3} No; they aze but evidences &f wealth or claims.on wealth., Their increase or decrease
dogs not affect the sum totdl of '-\:ealth. ‘Momey i¥ a means to exchange wealth
‘rather than wealth itsélf. . : .
“cY Nog they are not material thingg, They are humaan qual:l.t:l.gs, attributes of laber. -
d) Noj they are humaé hemgs whbse labor is exploited.

';. All processes mvolved. m making wealth and bnnging it- to- the-ultimate consumer.
: AT

4, a} Land: The entifé mate :.al upiverse exclus:.ve of man_and his products.

b} Tabor:. AlL human exertids in. the production of wealth,

" c} Capitali Wealth used- to produge more wealth; ox, wealth in the course of exchange.
{land and labox are primary faclmrs capl’.tal ig 4 derivative factor, Some economists
¢ mention gther fattors auch as Yinterprise” and "government" but om examination they

nre .foum! te be one dr a gembidation of the three basic factors. 3

« a) Wealth that is capital' Books im, a bookstora, car used in business, carptenter's

: tools.
h) Wealth that is not cap:.tal' Boolu in the lidme, ca;: used for pleasure, hobby:.st 3

tool kit. ¢ . L

?, Yes, productmn mcludes not memly the malcing af*® thmgs bur. also bringln.g them te
the ultimate congumér.

&, When the product. reﬁacims' the ﬁLEim:-i‘t,e- camume‘r. ) .

" - g ¥
The dwzsmn of wealth among r.he fa.ctors wh:.ch produce it,

40, aj Rant: That part of weal 'h which is the return for the use of land:
. b) Wages: That part of . %h which is the return td labor

. c) Tnterest: That pift of ‘wealth which is the returdi for the use of capital.

(Any otlier returms, such ag "pruflts and "taxes" are derlved from one or more of the
three bas:.‘c feturos. ) .

1l. "Why, in spite of the mteaae in product:we power, do wages tend to a minimm
. ghich will give but a bare I.:Lving?'

;i .
#2. Yes. Im our most advaneed c1t1es, slums spread and pgverty festers. Real wages
are eroded by inflation, h:.gh taxes anrl other factors;y unemployment persiéts,

;_;3. No, fxom the pruduct of his labor. Examples- fish:mg* fruit picking.

i‘i From thei.r owa prqductian. Examp].es' share-cropping, selling oo commission.
.

': 15. ¥o, ik is essentmlly’ the sane t}u.u,g, n{mey but tepresents the wealth groduced.
AProduction is alwhys the mother of wages.”

h iﬁ'. Yes, tabor must first produce the wealth from which its wagés come.

l"n‘ a) Mos .
* b} the value his. lab 15 adthng to the eﬂterpnse.

| c) From the product of lis labor.* . . (over)
: %

i
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18, An example is the erection of a high-rise building. -As each floor is added, the
vaiuve of the building is locreased. The value each laborer Has added each wegk stands
in place of the wages he ls2 pald B ; . .

19. On production that is contnmously' going on - Lthat. 15, curcent productlon. I pro-
ducti.on stopped, past production would not last .Loug._ ST

20, No, lack of capital is usually the result of t:ondu::.ons W"hich axe also causing

" poverty - unjust laws, political corruptlon, ignorance, monnpoly, etc. Those countries
of the "third world” which have the deepest’ poverty also have 4 small midority of very
rich and powerful people.

i 21, No, there is often the deepest poverty where r_apital is most ahundant. OQur largest :
and most advanced cities have the worst slums, We must Look ‘further for the real cause |

of poverty. : .
5 B B . <

s

i

£

Mttt
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L

;zading assignment-' 'Bo;ﬁk II, éspecially Chay

L
apulation and Subs:.st:eizce -

In ofix quest féx ai sgiutlcm Lo pcnrerty we now examine a theory that is often put
orward = that the wor:i',d is becoming overpopul.ated. :

4; also Book III, Chaps. 1 and 2.

« What is the }ﬁltﬁusia;n thesry advanced to explain the persistence of poverty? {9L)

.! Lo 5 . ;
Have the populaticms of aupposedly overpopylated countnes actually oukrun the
means of subs:.ste;:tce? (113

In these countries, ,c?nés ‘all the wealth go to thode Whi produce ir? ~(113-128)

In the various countries. af t.he world is there any consistent corréelation between
poverty and density of ycpulal‘:mn? (Sea supplement}
=

# &

'W’hete do we fm& the greates!: ew.dences of wealth, in d?seiy popﬁlated comiinities
. or in sparsely populated colmhmltr.es? (143) . LR

Does the inr_rease af populauon dgc"rease of" J,ncrease the power to produc*e wealth?

(f-59) e B
P T .
; 'R . 4 . . Ed
. F
Does x.he inctease of pnpula..ion i:herefm:e explain uzhy poverty persists amidst

advancing wea}.th? {150) . . . %

F

The abmre questions only touch tiie essentiais a#i do not do fuil just:r.ce to Book II.
'rhe student will f£ind maeh, thought-p::ovoking mat:erlal. by readismg all 1ts chapters.)

] 'i'he. Laws of Distribution - o o - A ' - )

. Ta . .
As thé answer to the. prnblam of poverty is mot & be’ £ound in the lack af capacity
to produce wealth, we tﬁm to the laws of the d:.str:,butmn of wealth.

8 In pol:l.l:xcnl ecunamy, what is meam: by
(a) the dlstrl.bum,on of we,alt-‘.h?

{b) the "Laws of d:.stributlon? .
(See supplemenr.) : ’

. In what way are the }.awa of distribution correlated? (163)

. . B : . B
. £y 2 . N .
10. Neme the:three _factuts of production and the rwetuin that eagh ane :ec-e_ives. (162}




L.

11,

12,

13.

The Law of Rent e .
14. Howfdoos the common meaning of the term "rent" differ from its medning in the

15.

16

17,

18,

20,

2F,

22,

23,

LI, p. 2 ' o R

Is capital a necessary factor in the:product\ion' of wealthy {164)

Is.wealth always divided inte three parts? Explain. K 164)

¥ L. o ®
: . T -

Why is r_he;term “"profits" mistedding in the study of 'pol-i:_;ic:fal: economy ? (156—159)%

Ty

aconomic sense? (165) Tom
N —

If the same persom is both owner and user of land, can there' be rvent? (165)

Can land yield rent if fo ome is willing Lo pay for its hige? . (166)
: ) H © LR T .

Does the rent of land depend "énly on its own productiﬂr‘itir,’ or on its productivity :
ag compared with Tand that can be had for nothing? (168} )

What gqualities make some land more productive tl;i'é_u‘ ather land in the following
kinds of produckion? (~) - B i : '

{a) Agriculture: ) ’ o B - ‘ :
(b} Mining: ' ’ '

(c) Commerce: 0 PR -

If labor must resort fo iand of inferior qualii:y‘to get it free, what now happens
to the rent on all better lands? (167; also study chart ia P'ai‘taar of supplement)

What is the margin of production? (The temm "margin of cultivation" is Eometimes,
wsed. Both have the same meaning.} jSee supplement) S E v s
- ' £
E]

What is the Law of Rent? (168)

Where are the highest rents found? (170)

In what way are the Laws of Wages and Interest inferred from khe Law of Rent? {171)

£

e e e i e e e <2 i e
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Fundamental Feonremics .

- . ¥ H
1=. . POPULATION AND RES(JURCES

. There is listle correlatz.on ber:ween densuty( of population and poverty. Densely
Eopulated Belgium, Netherlamds, Goimany and Creat Britain have higher standards of |
diving than sparsely populated Brazily Egypt, Irag and W.5.5,Re Sparsely populated -
i&ustralla has a higher standard of Living -than deisely populat;d Haiti. The so-
called overpopulated countries, bf Agia, such d4s India and China, have fewer people
Ee: aquara mile than' such countriés as Japan and Israel whers higher lwutg standards

_prevail. (Check a current yearbook, such as the World Almanac, for idtest papulatmn
Figures.) :

+ . $‘ - i)

Nor fs it irue that the most. important cauge of law productivity is poor quality
-gf the soil, Demmark, with poor and sandy soil, has heavy agricultural ylelds because
of good Eamiug practlces and fa\rorah'le §overmn?ent po!.i.c:_es.

The FAQD (Pood afid Agrlculnuigal Organizition) repo:ts that there are more than

8 billionfacres of unused- bt pntent;al. ¥ productive land in the world, three-fourths '
of it in underdeveloped aressi Only vte-sixth of the jrable avea of Australia ls useds:

panada is nging on,ly half of ‘ﬁer a.rable; drea. In the MiddIe Eask, eight countries till

80 million acrég; ; another 215 millidn acres could be tilled iff they wege ivrigated.

Tet the H.S &s laszs agn.cultural land is being used than formerly, but production has
nereased,

i H

. Known petrnleum rexoutce.s of the wgfld are iumcreasing at least as r:apidiy as they
are beifig produced. (From an’ oil "shortage” we have moved to an ofl glut.) The solar
enarg]r that reaches norfaontal - sua:faces in the ldwer wmiddle latitudes is equivalent to
about. 100D tons of ‘coal per agre per yeay.’ The .ernergy increases in the arid sub-trop-
oy and tropies. Thig fs gresiter’ than the gigrgy conterit of a11 the reserves of coal,

i1, natural gas end urapinm in’ tha parth's drust.

. The pcean hag ugened up 8 new frontier of abundant natural resources Bes ides
‘Ghiderwater oil, gdd and minerals, . \;hea:e iz dn immense supply of fopd in*the form of

algae ag well as fish, There are also vastmnde:ground reserves of fresh water which
have riot been tapped.

B N °
It has béen’ estimated by the Un:tted Natigns, that, using presént Western tech-

nology the earth could eas:.ly support 50 timed 1.1;5 present populaticn.' Naksizally,
tlus fzgure would be Ingreased as t:eehnnlogy adiranced.

k2
2 THE WS OF DISTRIBU'['IUN F

The dig. l:r:t.bur.iuu of wedlth in econoiics means the dn-is:.on of wealth among the
actors that have produoe.d it.

: The laws of dutr}.but:um meani the patural laws. which detems.ue what pm:tiot} of -
geaith produced i ithe veturn to each ‘factor of pruduct:.on « land, labor and capital, A
which get, respectively, Tent; wages and interest. This is the primaty distribution

pf wealth, Other dlstrxbutiuns ~ "E B taxes - are secondaryi deriving from the three -
cimary avenues.

i.

The entire product (we.a.[th) ja distributed 43 re.ntr wages and 1uterest, and heﬂ.ce
his distribution must acc’?nmt far thé entire groduct‘..

A hent .
) Labor Wealth Wages .
Capital Interest

OV P S SO ST
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’ 3. THE TAW OF RENF *

i
These illustrabions show how rent arises and Is measured in relation to wages
in a new secisty whers capital I8 not yet used extensively, As the courge proceeds,
we shall yee the effact when capital increases qg‘d society advanceg. o '
Lel us imagine a new country where settlers aré firgt arriving and all the land
is fres. Different lands have varying degrees of productivity, ' We will assume that
,all laborers have ecual productivity, In'?i'thew,next lessom'we will take note of dif- -
ferences in skill, ete. o ) . !

*  Rént’
T
I T
8 7 6 5 . 7 l 6 l 5
) Wages 8

A. Represents a new countTy divided into B. As settlefs begin to arriva, they
areas of varying productivity, The Fig- Will natatalli, kake ug the Number 8 or
ures represent what each grade of land most: productive land, since "men seek
will yield per unit of labor - e.g.,.8 : t0 Satisfy thelr desiret with the Least
bushels of potatoas for one day’s work; exertion.'- * Sy

7 bushels; ete,

As the land 13 ‘ft_e‘e there is né

In r‘eali_!:y’,& lands aze uot marked ofF rent.- All that the settlers. praduce
5o sharply as on thim diagram but blend - coistitate their wages. (Shaded por-
in;:o one another more gradually, ' h tion;:é vepresent:settled land,}
. s R . R
Rent 1 | , ) Eent ks 0 K
i ey ' ¥ 4 T
T T
VS e .
Wages 7 7 Wages 5
C. Eventually, all the “8" lawd is oc- D. Settlerd keep coming and "7 langd
cupied, and the next comers s resort ig used npj so the next comets must go
to "7" land.  This la#d is free and - to "6" land, pishing down the margin of .
yields no rent, The enfire product of production to “6". Wages then 20 down
7 goes to labor as wages. This “7" land " tei b om all lands, ’
is now the margin of production - tha - B . _ .
best land to be had for usthing, New sttlers must next go £o "'5"
’ land as illustrated above - "5" land ig '
Wages also drop to 7 on “8" land ¥ new the margin of production, Magas
which now yields a rent of 1. If the drop to 5 on all lands and rent corres-
owner of "B" land wanted to hifé labor, Pandingly goes up on all superior Lands,-
he would have to pay 7 in wages, since . [
that is what the laborer could get works * The rent of land is detarmined by
ing for himself on 7" land. If a labor- the excess of its préduce over that
er from "7" land wanted to work on "8" which the same application {of labor and’
land, he would have to pay L togthe clmer capital) can secure ¥rom thd. least pro- -
in rent, sincé he can get no more than duetive land in use (thé margin of pro- :
© 7 working on free land, i duction). ) :

The margin of production,is the best land that can he had ner nothing; or, the
least productive land inm use. (The "margin of eultivation" s sametimes referred to,
but the margin of production is a better term, because “cultivation™ would seem to re- |
fer primarily to agricultume, whereas the margin applies to all kinds of production.} 3
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1. That population ﬁehds to ‘ir'i'c;':ealée‘. fé‘ater than subsistence, 4 point ig reached,

According to thiy theory, where the darth can longér support the popylation,

Fundamental Econocmics

2. Noy large unused dress and dinefficiency of Production indicate that a great. deal
ore could be produced in-these countsiés than iy being produced, (Example: Iraq
Y%hes a sparse population. Once. a tich agricuitural country, the people now Live in
g 'g]nvérty despite pil development, ﬁegmdzk has a dense population and has s high and
el distributed standard of Living de Pite poor tatural resouices,)

S8 Rl In all such equntries 'thel_.:'e is &
gy and production 15 retaided by amju.

large number of ﬁog-producer_sl suppatrted in
in the world,}

st laws, {Examples may be foimd everywhers
e Wog High standards of lividg prevail in some countries Which have either low or
chigh densities of population; and the same is trué of low standards of living.

It does nok,

d of pepulation permizs of greater
productibicyy . ®

: acfors that praduce it,
) The patural Laws which determine what portion of

i a) the. division of weakth smgng the £

; . Wealth produced is the return
£ each factor of prq?pjctidn;; f.€., land, labor, ,dapital,
e These laws must accosnt For distribution of the entirs produet. .

- ) AR £ o -

Land - ‘the return £o whigh. is rent,
E&hﬂr P Tl B ll_- L .on wégem.. . ) ¢
Gapltgi-t o G T T w interest.

a1, oy labgr exerted on lang Wi
though of a primitive naturs,
E i

12, Hot always, ri-Jithdutf 'a:pital;‘ for example, the produce miay be divided as rent
and wages; or only as wagés where lapd dees nnt yield rent; or odlyas wages and
intergst where capital %s used I.mt 1lénd is free,

ut the aid of capital can pttzd‘uce wealtiz’, even,

13. Because 1t is indefinite, A.é"brbf‘ib’" ig any amount received in excess of an
wount expended,- and may epnsist "of reqt, wages or interest, or any combination of
hem,  “"Profits™ ig 4 bodkkedping term; not an economic term,

4 In common parlance, rant Ancludes payment fot use of buildings, machinery and
ther forn;s of capital, wha;gag sieh. rethrns are intersst, In the economic sense,
ent represents a réturn onzy'gn'r the; Wag of land, - '

: 3 7 !

b, Whatever the owner might %b;&iﬁ hyflettix_zg the land to another person, is rent,
. & H = o
is Hog

rent arises 'only when, some oné is willing Lo pay for the use of iand,

. s H &
Ay .
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3 : i GF o S e os
17. The latter. No mattexr how productive it may be, land will yield remt only if it
has a greater productivity than land that can be had for nothing.
18, a) Fertility and nearness to markets. - b} Abundance and éccessibility of mineral
resources, ) MNearness to populatlon, t?:ansportation, cmmu.m:r.catmn and other
facilities. : : :

19 The rent of a2ll better lands will increage. .:This is so because the relative
productiveness of all batter lands will now be higher as compared to free land.

20, The leamt productive iend in uge; or, the best land to' be had fo!‘ not‘:ring.

21. The reat of I.and is determined by the excess of its produce ‘over that which the

same application {of lsbor and capital) can sécure’ from the I.east produgtive land in
use (the margin of production).
22, In manufacturing and commerc.z_al centers; &Ise on lamis r:.ch in natural resuurces
(oil, minerals, ei:c.). o . . .

: . &
23, We gan tell by subtractlon hoir ough is left for wages and  interest (or for
wages alone if capital is not used).
Production = Rent + Wages + Inberest
Production - Rent =}i’ages + Intérest

. “

ary!

- Do

H'o:

Jbi
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LESSON IV - THE LN\' GF INTE.REST AND TJ:IE LAW OF WAGES

; ¥
=z':dirlg, Assignmsmt 4 Book III, Eshaps. 3 tot 8, esvecmlly .Chaps. % to &s

;vmg established the Law of Rent as one of the Laws of Distribution, we now proceed
.3 a study of the Liw of Inte;:esb and “the Law of Wages. We take interest f].rst, as
ges are the dltimate objest of our lnqulr]r.

B

e Law of Interest . ~ . ’ A 5
£ aW ol ntetssh

at is’ 1nr_erest_ as used in pelitical econdmy aD.d how uoes it d;.ffer-gfrcm J.nt'_erest
a-its commerc:.al shnsef (173) -,'

¥ L

) 1§ land capltal?

- b) Is the return frem land Lnté:est" (189)
* In h:'h.tch cdses do st:o_i:k dnf].clet_:‘ds"- and inkterest on bonds represent true economic
¥ {oterest, and in which cases de they net? (189-1%1) -

i
+

-a‘oest%capitai employ labot or does labor employ capital? .{195) £

Yow is, the q:ismtic ‘0f capitali ftereased é‘nd-decreaiise 17 (195}
; _ ¥ LE_,___ i reased? (

> Hhh£ is the maximum retum %:hat cat ‘be bbtamed for- the use of :ap.\.tal? (195) |

i
B

: b} What is the li nimum rai;m:n?; (139)

S What is the normal pc‘ji.nt 6f iprevest? [198)

My do wa_g'é.% and inkérest tend fo 4n° ei;ui.l,ihrium? (198)

i

T 1f lfitefest terds to rise abpv

Ehe- poir[h ‘of equilibrium with wages, hnw will the
balance be re-sstablished? (%

0- a.lsa see supplementy N

CIE mterest tends te fall 'helas; thi.s poiat ofﬁequl.ll.bxwm, hw will Ethe bala‘nce be
e-established? {,200; alau sesé supplement) 3
v Suppuse there were a shoitage of sewing machines ia retation to the availability of
: dressmakexsy- a) What woulft happen to interest on sewing machmes'l

. b) How hio’uld production pﬁ'sew;ng machines be affectad?

c) When would this tendancy s{ow’ dawn? (=)

« Suppose a shortage of dressmak.ers in relal::.on to the availabiiity Df sweing machines:
a) What would happen to the:.r wages? .

b} How would this affecdt the flow of labor?

<) When would this !:eu'déncy slow ‘down?




. N - . &
12. On what grade of land do Labor and capital chtain ‘the total amount of wealth pro-
duced?: (201) o : *

13, What is the Law of Interest? (203; also see supplemeut).

The Law of Wages . ' - Lo

14. Suppose a shwrtage of receptionists and an abundance of Secretariesy
a) Which occupatiion would offer the mpre attractive wage? -

b) Ia which direction*would Labor flow?, ¢

©) When would this flow slow down? ()
15. In a complex sodiety why do we Find great differdnces in wages?.’ (267-210)

§ Fa o : .
i6. What are the occupations which most frequently use lgnd 2t the marg:':rg of preduction
and on whose wages zll other wages depend? (212} - :

17, I:f 4 man can employ himself what will be the lowest wage for wﬁic}z ke will wark for -

others? (205) o 7 . : .
* . . o S . . P
18, Where land is £ree and labor is unassisted by .capifal, what part o§'—produ:l:tz.9n will
g0 to Labor as wages? {213} P ¥ s B : -

i

19, Where 'land is free and lahof employs capital, what p&r'i;; of the; produc wi}_'l-go! to
1abpr a3 wages? 92-13)7 . v, .

x . Eo

20. Whers rent arises, ‘whar determines wages? {(207-213)

21. What is the Law of Wages? (207+213) - ) .

L2200 IF all watural opportumities were reduced to ownership, wﬁat would happen tg
wages? (213) R -
4 -

"23. Is the Law of Wages 2 law of quantity or a law of proportion? (216}

Correlation of the Laws of Bistribution %

24, From what fundamentai principle of human exertion do the three laws of distribution
arize? (218)

25. Ar what common point are rent, wages and interest d‘etermined‘?‘- {219)

P

1

¥
26. Do the Laws of Rent, Wiges and Interest sceount for the fuill division of the product?
(220-222) . : )

[ I o DT R
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-1, INTEREST AND whots

iterest 35 that part of wealbh which isithe return for the use of capital.
: F B — - g

In effect; inkerest is 4 ref;ufn' For human exerti_c_;ﬁ which has bedn previously
“fpplied and stored up in materfal form to inciedse production. ' This return (interest)
1L bakance with the Yéturng for ptheér human ‘exertion applied @irdctly (wages).

- iterest o . , : ’
Zggr,gies'r gt the point of highest returng Integest will rise and fa1l with wages.

i . Cie vl s ; .
!iges afe that part of wealth which is the retiiy For labor,
§ . Wiges are determined by what labbr ¢in obtain at the lowds ¢ point of prodr.'lctiou,
ihat is, the best land avallabie vent-free (the margin ef-production). Wagés can be
1 higher on any bettey land.because the competition of people seeking the higher re-
s would naturally tend to-lokeér wages there; too. Any excess of produgt on better
lands goes as redt for the, opportunity of using the. superior locatiom,

R
v

S e

The total product.is divided i o .
feat (1), Wages (W) and Tuteredt {I).
intween wages and interest thére-is a _
lante Tepresented by the pendulum -
lividing them, (Notei tHis vekers to '
CoBoNic intevést rather than bafk In~
erest which fluctuates according to
isk, government polipies, Inflation,

1% I

» 1f interest goes down im relation

1 weges, less capital will ha sup-
ded. At the Lower interest, less
pital will be supplisd and more de-
mded; at the higher wages, more Las
twill be supplied and le¢ss demanded,
us fnterest will kend to go up and .
ge¥ to go down until the eqadFibtfiim
restored. PR

s

" '
Bs " If interest gods up in relatiod to

- Wages; a countermovement sefs in to

testore the equilibrinm. Epr &t the
higher interest, more capital will be
‘supplied and lLesg demanded; while at
rthe lewer wages, less labor will be
stpplisd but moré demanded. THis will
‘Lower intevest and raise wages {mti}
a balance is restdted, -

D, While ‘wages and inkerest tend to an
equilibrium, this does tiot hold true of
rent. ‘Land being fixed in guantity,
thére ean be no mew supply to biing rent
dowm. Thus rent incredses at the ex=
pense of both wages and interest.

As rent arises, interest will fali as
wages fall, or will be determined b

the margin’of production.

ote: Henry George elaborates a theory of intereit based on the "reproductive medes

production,'”
v of Interest,

While interesting, it is not necegsary Lo the formulation of the,
See last paragraph on p. 203,) ~ 7 .

5
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2, THE ECONOMIC STRUCTURE -

] Seri;icas l

Manufac Euring' ]

Extractive

; Lend

A, PRIMITIVE: In an undeveloped or
primitive economy, most etoriomic ac-
tivitles are based on primary or ex~
tractive industries, such as agricul-
ture, animal husbandry, etc, 7This
condition exists today in a great
parck of the_‘gurld, in the sg=-called
"underdeveloped" couwmntries.

- Services

Manufacturing

Extractive

Land

C. ADVANCED:
of the economy, the greatést increase
takes place in the service industries -

With further development

professional, financial] domestiec, gov- .

ermmental, etc. The U.S.A. is now said
o be a "sewice economy.” However,
even in the most advanced societies,

the econotic structure still resta on ;-

the land,

¥ -,
st
- e LT}
* 1 Serviges s
~ 4

£ 1
) 34

> e
Manufecturing -
: {
: 4
. 2]

. t

Extractive - ;
a0 !
. . LB

Lﬂ?d

B. DEVELOPING: As an écotomy dweiops‘.l
and technqlogy 1s introduced, more of
thie labor fm:ce is devoted to mamufac- |
tup:mg. Therd is gome increéase in ser-yy
vige industries, but: the greatest in-
creadesis- in_the processing and refin- ‘t]
ing#of mater:.als extracted from Land.

-

L -
[ . ]
- i Be
e : it
3 ° Services
. * 2)
in
v L
Hanufacturing :
. ; 1)
in
L
_ Extractive (—— a
i £
Land

D. PATHOLOGICAL: If there is intar- ;
Fference with the free use of land, the_t'
is an unmatural restrietion on prnduc-
tion. Pecdple are then forced into the..ﬁ
upper levels nmot from matural growth ..
but because of the restriction below. -
Economic distress and unemployment re-; 2
sult. The, economic sfructura becomes ;
unbalenced and may topple.

A

P S AU
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T4t ¢ ANSWERS To rEssoN 1v

"E In political e'(;ouhgp:y: intersst i that path of wealth which gs the zeturn for the

ge of capital,  Cotmiereial intetest is any return on
. ind

..8) Lind. is not produced by labor and therefore cannot be classed ag c;apita]..
D The retura from Land %s rent and shdiuld be distl’.n’guishgd from interest, The re-
1t

§In on a mortgage is galled ";:‘.ix_k:e;:"gs{:," hg.lt insofar ag the mortgag% represants land,
“feturn refiects Teat, - o . =

Stocks anmd bonds ary npot capital, They ‘are evidences of ownership. If they

‘épges_ent true‘c@pital,’ the retyrn reflects interest. IE they represent land, the

- (Btum reflacts rent. (There mey also be other elements in the rerdrns that are

troe economic interest, swch 48 compensation for ‘Tisk; monopoly “retariis, efe.)

Capital is a Fomm of wealth; not ‘a person or ersous, Capital is used by labor

B did in producing wealth and it 15 always ldhpr that employs capital,
} 3 L ] L. ?

s 2450y belng produced and by chnverting existing wealth inte
ital, GCapital is decreased by being destroyed and used wp, or by remecving ex-
ng wealth from itgd use ag capiral. s P

. =T P!

. . .

) The entire imcrease thet its useiwiil bring..
1d involve a less to iabor, .. - = . -

}. The i:eplaei:mt;a:f"‘dé-pf‘ le -~ Any smaller Teturn to capifal would invelve a losg -
ithe ewiers of capital, {In EpEignal cages 4n owmer might -take a logs rather
allow capital o detediorate mntirely.} - :

¢} aterest will tend po § ¢ arodnd that
Y ; Bhat is,

Any larger return to capital

point whick will mhke the rewardy of
will give aq equal result to either

B

‘-

ok ad

“Phecause otherwise Labor ﬁ'@ulqlf ;
“E be placed at the diﬁp.c_q.?._}.‘ of .1abot,

oépt the use of capital, or cgpital would

ital; b) a greatex portiom of ex-
u8e ax capital, The regillting increasé.of capital
t rates, - : . . :

{4} There will be 4 tendensy to pioducs more cap
ting wealth will he spniiod ro:

tend ta reduce fntle

ial There will ba a £ gj'gpgy tg;prﬁdu;e_‘-leaa capital; B} a lesser portion of ex-
: ’ging wealth will be applied ta'use 4s capital,

The wegulting searcity of capital
il tend €o inereasze intersst tates. : .

a) It would -rige- ) Mere mouid

be produced. c) When interest fell to a tier—
LR i

a) They would rige,

-b) ﬂpr’e workers would ba attracted to it.
to a normal point, -

c) When wages :

land obt ] I g 3 3 €., at the margin of prodmc-

Gn all land superiox te the margi; 2 i comuakd the' sxcess productidn.

G Yook oo " ’ B . }

H4s rent arises, inferest will or will be determined by
*gin of profuctien.” (The first part of this law a5 given in the texr, dealing

the "reproductive modes of productian,” is Rot essenkidl, See last paragraph on

203,) ‘ . H

£ALL as wages fall,

L

1 - an.Ilnvestaent or monetary loan
Ysually inclides c_om;;e;.qga’tzj.og for risk, ) #




Ans. L. IV, p. 2

14. a) Receptionists. b) Towsrd receptionist jobs, ¢) When the salaries of the
two ocedpations were relatively equivalent. : ’

3

15, Because of different skills and abilities; aggeeahleuess or dlsagreeableness
of occupations; expenge of learning them; etec.” . i -

16. The extract:l.ve industries, those which progure we.alr.h direc.t].y from' nature'
farming, mining, lumbering, hunting, etc.

17. What he can earn wéorking for himself.

18, The whole product., Lk

19. The whole product less interest for the use of capital,

20. Wages will be determined 'Dy what labor cam’ produce from t.he best ava]'.].able
free Land, i.e., the matgin of production. .

21. Waggs depend upon the marpgin of product].on" {or upoz t{m prod.uce whlch labet
cant obtain at the highest peint of matyral productivénes:s open to 1t without the
payment oﬁ ren.t)(, Fallirig as it falls and rising as it r:.ses.—
22, Wages would temd, by competitiosm of laborsrs fex natural opportumtu.s aud )
jobs, to the mfnimm necessary for subsistémce.

,~ . . i 3
23. It ia a law of pr:oportion. : s )
- £
24, From the principle th‘at men sesk to sat:.sfy their des:.res with the I.east axe
ertion. -This principle establishes an EQULllb:‘:LUm bel:ween_ﬁfages and interest, as
men move o more advanta.geous ouportnnit:.es, but it agks tevergely as béitwee rent
and wages, becaunse Jand is fixed in quantiby, 'fs non~- eproduc:ﬁ:le, is mecessary to,

roduction, and its owndrship confers a manppoly.
pre y @ . P =4

25, At .?';he marzin of produgtion,

26. Yes. ¢

@
£

o
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ATION AROUND THE WORLD

co © 1AND VALUE TAm

‘The. following gives a brief aceount of various places thrnughout the world where
- .Yend “valve taxarion is aprtially applied and improvemente partially or fully exempt,

Nowhere has the prirciple of ezclusiva

land value tawation {epproaching. the full eco-

nomic remt}, with abblitcios of all other tai:ez, besn applied on a large scale. Buk
pertial applications indicate reselte comrensurace with the degree of application.

-2 " DEFNMARK - Although Demmark colledts mich Tevenue fromz'taxgs on incomes and prod-
ucts, she still collects about: 50% of. the tofal aenual ground rent through various
metheds. A natfon land valuat'idn"irs keld about every 5 years, The Danish methods are

as follows:. - -

Rental GF governiont-acquired 1and
. +;Local and national taxstion of-
Amprovements. ..

3.7 A n';ﬂ;ii_:ﬁ;e.__l tax oit- ir_tcr'egses-. ip 13:;&‘1__1';;11,1__:55,

to farmers. at. Z-ai‘;of its eeliing walue. Ahour

12,000 small farmers remt thefr land g fhis way,

land values; with conbequent reduction of taxes ok

Eesixlts"ar_e-impres.'ﬁg;e.-. . Danigh farm tenamey dropped £rom42,5% 1A 1850 to lees

'thgn 5% today, " Procuctivity is bigh'and. a. high, standdid of ‘living prevails.

ADSIRALIA - A1l six states.pnd & majority of the municipalities- in the Commomwealth

- of Australia tax -land values to.z certain degree, and ‘somd_ exewmpt improvements in whole

©or in part.. However, there are meny other non-real-edtate taxes, = Lol

Ihe Capital Yerritory - Until recently, most of fhe land in‘the Gapitel fefritory
{including Canherra} wag owned by the Commonwealth, and it wad leased but. Leasehoid

| hds tecently been changed to frechold.

A tax cn land values remains.

. Queenisland ~ Most of ‘the Tatd in Quesnaland is owned by tha stare =id is’ leased,

It is also subject to Iocal land valus

taxes. There is also a state land walue tax on

privately owmed lamd. Improvements are not valued for tax purposes. Hore than 50%-
of the ground rent. is collected. All loecal communities. tax land values ozily, o

Bew South Wales --_Al-l'}.oca'l taxing tmite tex land values only... There is no stare
land valise-Fax but the'state collects toyelties on minerals. The City of Sydney is.
the largest city in the world to derive all its municipal revetue from ldnd value. tax-

stabilized. .

ation, Building has: thereby been encouraged, slunis el

Westarn Austialia - Gf ‘the 147 .lnc

‘tricts) 37 tax land valies only. The remainder tax both land.

the 128 road districte, . 4% of the. reve

iminared and the price of land

H . r .

Eal fa::i—ng um‘.:‘:_s. _(mnif:ip_a_.li_tigs aud voad dis-
) ard Jimp Yovéments, but in
tue s from.land values omly. “Ihere iz also.a

state land value tax which is‘heavier on alisentes owiens.

_ Other Avstralian Stares - Scuth. Ap
“tional igenalty on absentee landholders.

stralia Hag a state laad vaiue tax, with an addi.
En-addition, 8 incorporated citiea, 11 counkies

anil 8 district .councils heve, afiépted land valwe taxation. Victoria has a state and

local land value tax, Twenty-£fout dut
The result has been to bring idle land
but no local omnes,

NEW ZEALAND - Like Australia, New
national} taxes on land values. Local-
the majority of local upirs zax Tand va

of 198 -local taxing units tax land values only.
inte use. Tasmenia has-a state land value tax

Zezland has both “local and state {in this case
taxing wnits adopt it hy local elections, and
lues only. It has encouraped the good use of

land and has helped break up large estates, assisting the small Farmers.
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SOUTH AFRICA - Of the 60 citjes -in the Tra.nsvaal 20 tax land walues only, In the
other 40, the ax on land valyes is higher thap op improvements. There is no tax on
macnmezy or merchandise. Of the 65 mun.icipalzt:.es in the Orange Free State, 15 tax

and values exclusively for all city needs except.weter and sanitetion. In Nazal, 23
of the 35 minicipalities tax land values at a higher rate than‘ :merovements. Results
are par:icularly impressive in Johannesburg which has mew building continually going
on. The system of lend value taxation has contributed much to the economic strength
of South Afriea despite its unfortunate racial policies.

. CANADA - Various cities ip western Canada tex land values at & higher rate than
1mprm?ements. In Eritish Golumbia, 54 of the 104 mumicipalities exempt 1mprovement.s
50%; 13 exempt them more than 50%., In Hew Wesiminster, 86% of -the householders oW
thes.r own proparty and land speculation has disappeared.

Alberta requires its 7 ecities to exempt improvements 40% from taxation. The pruv-—
:ane taxes land values to a certain extent, including a land- transfer tax calied "an
"umearned increment tax". The province obtaing considerable revenie from ofl 1eases,
rentals and royalties: {a form of land rent). : R

In Saskatchewsn all but one of the cities and towns exempt imprOVement valuea &0%3
Regina grants a 70% exepmtion. In the rural municipalities land value taxation is the
principal source of revenue, In Manitoba cities and towns exempt improvements 1/3.

UNYTED STATES - The general property tax and the real property tax imsofar as they
fall on land values takes for local or state purpeses part of the ground rfent in the
U. 5. Io wany .cities the cost of streets, water mains, lights, etc., is charged to ad-
joining properties through special assessments. Covernment collection of rayain:.es on
mineral lands, oil fields, ete., as well as leasing of public lands, recoup some ground
rent. In addition, some localities practice land value taxatiom mth part:n.al or Com-
plete exemption of improvements, as follows: et L Ar

‘Pendsylyanta ~ Pittsburgh and Scranton apply what is tewnied thé “Cij ded Td¥ Plan'_'-
whereby improvements are taxed at one-half the rate applicable to land. This systen
kas encouraged building and discouraged speculation, and is an Important.factor in the
impressive rehabilitation of the “Colden Triangle™ in Pittaburgh. :

Tn 1851 the Penmsylvania legislature passed an act permitting the cities of the -
third clase (all the rewaining cities in the state except, Philadelphia) to tax land
and improvements at different rates. 1t is possible for them to tax Aand values ex-
clusively. Harrisburg has recently taxed land at a sl:.ght].y higher rate l:han mprove-
ments and other cities are showing interest. ..

Lalifornia - In 190% the Californta Lepislature requlred new 1rr:1gat1m1 dist:n.cts
(and gave 7e the o option to established ones) to tax land values only, exempting improve-
ments, crops, ete. Today gver 100 districts, seiving 4 millivn acres of the best farm
land in the state and Talsing abaut 75% of its crops, follow this system .&It!mugh
residents still pay other taxes to counties and cities where they reside, as Far asa
the districts are concarned, they are entirely on land value taxation. Spaculation
has been =bolished and agriculrural production greatiy encouraged. :

Faxrhoge, Alabama - This is'a colony operated by the Fairhope Single Tax Corpor-
ation which owng land in Fauhope @nd Jeabes it to residents. With the economic Tent
it collekts, the corporation pays ‘feal property taxes levied by state; county and
eity, and the remainder is used for public 1raprovements. Fairhope has outstripped
in growth its surrounding neighbors. - s

Ihe Three Ardens, Delaware - These are Arden, Ardentown, and Ardencroft. The
land is leased to users, and as in Fairhope, loeal taxes are paid and the balance of
the rent is used for public improvements. These commniities are known ss beatiful
residential t:ommmlties._ - . . -
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1. Production wonld be stimulated:: a)wzth fen po longer tomed for their energ:.r, ipdug-
try, skill apd thrift, there would be greater incemtive to produce, bebetter natural
oppartunltx,es would be open tc labor. L ) e P E .

2 a}H mg access to better natural opportunities {i.e., a higher margin) the:.r re-
turns would be greater. b)Freed of taxation they could keep their full wages and
- interest.. . T . i .

"3, Aggregate rent would inerease, Supevior lqnds,' formerly uuused would be relaased
- for production. A1l such a&dl:ion&l proéuction woila inctease a.ggrega.te rent as well

- - as wages and interest.

4 T It would mcrease the commcn fund :.n Whmh all sould share. -

e sall:mg ptice uf la:ud is based on the ‘present-and future income: the swher may
: “If all, or pearly all, the rental valué-Were taked‘in tagation, the owner,
rwould have Tittle lefk to sell.and the: gelling ‘price wonld £4lL, " b)Land speculat:.cm

: ¢ sabpear. ad there would. be fio profit im it, -

6. Yes. 'I.'he tax would be based on the land's remtal value, No matter, how Jullyoit
were built upon .or fmproyed, . tha. éwner- wuuld ‘pay no more than 1E ik, we 2. dle
would encourage the beat; use of land .

7: Ho. “Land would be much easiar to. ohtain tha today Selling pricé ‘s Tel ;Ea-il to
‘néninal. ldvels., The main requirement in nbta:uung anci keepmg e piece of . land would be
;.. O Pay . fhe rent tax. : '

&. The demand by employers for labor wounid Jingrease and at. th,eﬁ game time laborers
. gould moxe veadily beccéime their dwn employers. Qith le., eampetlts.on among: 1abosers
‘and increased produetion, wages would rige’ as the margin rose,

.9. Labor would have the-incentive to become mork ‘Druductiv N "oorlv pai ].ahorv is
P inefficient.. Well paid labor uses brain power to a greater degree. (A good example
is the mcentive system useé by the leom, Electric Lo. of Cleveland.): : .

* 10, As 1abor and capxtal bece‘me ‘more -productive-iith diféridl progress, there. yqul,d be
“'further ifcreases io wages and intexest. As reat increased, zll would share in’ J,ts
benefits., Landowners themselves wuuld benefit by 11v1ng in g hea;l.l:hier Boeiety, ;!

11, Agricultural land values are small as compared to the values of towm and city land
of equal ares.

12, a)Ha would gain in paying less taxzes, both direct and indirect. b}As the margin
rose, tie return to tenant farmers would incresse. c)}The prospective former would £ind
much betier land available at cheaper prices tham today.

13. s)He would not have ko pay as much as today, since land would only be a small cost
factor. b)His taxes would be only on his Iot and not on his house. If his house were
more valuable than hia lot, he would pay in taxes less then now. c)The price of the
1ot would £all, but the price of the house would remain unaffected.

14, a}The owner would pay less in taxes of the value of his building were greater than
the value of the land. b)The payment for his apartment would include only the land
taxz, whereas today it includes-the land and building tax., More multiple dwellings
would be built, and so the tenant would have 2 better choice than today, most probably
at cheaper rentals than today. c¢) He would fare very much as the owmer of a muliiple
dwelling. Owners and tenants would benefit from the abolition of land speculation,
the ralsing of the margin of production amd the sbolition of tfaxes,
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15. From city, 0il and mineral lands, which are generally the most valuable lands.

16. People in sparsely settled areas could move closer o centers of population; peeple
crow&ed in c1t1es coulé spread out moré. Population could thm be moTe evenly diffused.

17, Fo “that each would get the same amount, but that each would get an amount equal to
what he produced,

18. Tr would vastly simplify govermment. It would slimipate our complicated tax agencies
and cut dewn on tax litigation and legislation. (Hote: George here speaks of "the
State as sole owner of land." This does net mean land nationalization, PExisting titles
apd possesslon of land would remain unchanged. The State would only be "oyner" in the
sense that: itnreceivéd rent in the name of the. pecpie as a whole. Elsewhere, George .
makes 1t clear hé'ls not in favor of State ownership in the accepted semse of the Cerm.)

19, a)Failure to basically solvé the problems of poverty and depreas:.ons hae led to a
demand for government dntervention, which has given rise to the big governument of .-
today. B)With the problems of poverty and depressions solved, the chicf economic rea- .
son for big goversment would be eliminated. There would no longer be the large-scale °
need for welfare pdyments, unemploymsnt insurance and social secu.ri.ty, with all thE_
attendant byneaucracy. . -

20, The eollection of land value taxes and :their usé for the common ‘benefit; the'preser-
vation of law and order; the administration of justice. " (Note: When George spédks of
"the dream of socialisu”, he is merely presupposing a certain patural harmony that
would develop — "the dream of socialism’ — gwen the full conditions of freedom ¥

21, The desire:for. approbation.” The sympathetlc natete-of mwan Which leads him to act
for the -sake of his fellow man, of for a noble canse.'™ .

22. Desirve would remain, urging men foryard to mew aceomplishments, not only for ma-" :
terial betterment but also for 1nte11ectual and moral achievements.

23.; The waste of mental power, caused by conditions that perait so few to develop theur ;'
poteut:.al:.tles. . . - :

24; The éhpaéities of iﬁdlvzduals would hﬂve'great‘er opportunities far dex;éiopmeﬁt than
today. The moral,”intellectusl  and socfal life of suciety would tend toward constant
mprovement. R

L




Fundamental Economics

LESSON ¥ - THE LAW OF HUMAN PROGRESS

Reading assignment: Book X and Concluaton..
In this final lesson we go beyond economics #hd into. soeial’ fﬂi:l.lcsoph‘y. Henry
George has submitted his remedy to two tests - Justice and practicality. He now
brings it to a third test: it must accord with the tendencies of social developmeni.
Thus he inguires into the basic natural Law that eauses human scciety to advaace.

The Law of Progress

1. Are different levels of civilization
due more to differences which inhere in
individwals or in socdety? (489 - 505)

2. What must the Law of Buman Progress
explain? (506)

3. What are the incentlives to progress?
(506 - 507) . RN

4. What determines the amount of mer;tal
power devoted to progress? (507)

5. To utilize this\menf:al. power fully, e,
what is the first essential of progresa?
(508}

6. What is the second essential of pra-,,,
gress?  (508)

7. 9hat then is the Law of Human Progress?
{508}

Gauses of Decline

8. Bow does disassociation of peoples
tend to check progress? (510 - 511)

9. As soclety becomes complex, what cons
ditions arise which may lead to inequal-
ities? (516 - 517} .

10. Are such inequalities a necessary re-
sult of social growth? (514}

11. Yow does the inequitable distribution
of waalth and power.tend to check progress?
(513 - 519}

12, Does the Law of Human Progress {(Asso-
clation in Bguality) account for the rise
and fall of civilizations? (508)

13. Does political equality alone assure
the equitable distribution of wealth and
power? (530)
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14, Gite some social conditicis exisbing:
today which, if unchecked, .may. lead to a
dechne of civ:l.llzatlun. {-)

5, 'Bew wvuld thase condlticms be affected
by Henry Germge suramedy (o).

LELULS L acIow 0 ro [ ; . .

The Central Truth

16. How does George's raform sccord: with -
the Lew of Buman Progress? (545}

17. What is the meaning of Liberty?
(546 - 347y

18. What does Henry George regard as a
problem even higher and deeper, than the _ B )
scclal problem? (555 et seq.)} PO T s

19. s)Summarize what you congidgr to be
the important points of the course, .

o
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SUPPLEMENT - insom X

’ 1. “HEVT.EW OF MAIN POINTS (F THE OOURBE_Z

n: The purpose of the course is to apply economic fundamentals to current p‘ruble'm's,
:ipatticularly the problem. of "progress and poverty”: - Why; with our great increases -
Of ‘productive power, Lis it still so siffieulc to make a living?- N

... Hpon -:_e_xamiﬁation,fiwfe-fimi that fhe explanation is.not that:we have ingufficient
capitdl or low prodictive capacity; por thar there are too many pecple in relstion to
, the world's natural resources. We therefare tuit to the laws of distzibution for’

In st:uﬂying_‘»_the‘se 1ews we Find Fi:at Wages and interest rise ‘and -
£ production; and that rent rises_and falls inversel:
Interest, baing a return to, capital, a form of humam @xertion,.

iy attractive with wages, just .ag'wages ténl to be egqually attractive

#ends to be . equal
with'all other; wages. - o : -
‘As "'é.':ﬁzi"li:éation‘advances"énd;{.land becomes more’ valusble, rent thereases and 13

privately appropriated.,. This"Igyers the proportidhite retirn’of wealth going te labor.
,-?J:ﬁﬁﬁ.?ggﬁiﬁ;.a; as wages and interest. The anticipated increase of rent leads to land

speculation Wiich hilds Tand out of use and further imcreases rent st the expeise.of
7eWeEe8 and interest. This is the basic cause of the problem of the maldigtripution.
) woalth, - N = o s - N - R R -
L1200 .

BN - T

#o remedy thiz eituhtion #nd to raise, real wages we must eliminate land monopely
and “bénd speculation. The most. gffective way to do this is by mity colléction of
rent (land value taxation) amd abolition of all other taxes. IS
“This:proposal is further justified by the fact that land -valtes, are produced by
the prowth and zctivitius offthe commnity es.a whole, not by the. effoits of land-
owners. The rent of land properly belongs: to' the comminity to d&fray commimal ex-
‘pemses. Abolition of taxes on Iabor and the prodilcts -of labor Hould _enable-producers
o keep the £l frulfs of thelr toil.- - .: ., o T o

' AHoption of this proposal (called the "single fax¥) wouldig datly ‘encourage pro-

to w  duetion; wages and_iiiterast would “rise; Lend, freed of the burd 5, of woropoly and’
speculation, would Be edsier to acquire.for productive purphsgs,aﬁd;_hmg"go’vepq@nt

would be greatly simplified. - o

“Hith equal economie opportupities open to aliy with pecple associatity in equality,
reiety, would be aldvited o xiew"ﬁeirghtswee&ja}omicnl}q, intellectuslly and. mofally.

2.  ANSWERS T0_TYPICAL QUESTIONS

. ) (Adapted from The Tagation of Land Values by Louis
" Q. “Huder ‘the Sin

" the valug:of the land from the value of the improvemehtse?

&, Inmch the same way as it is done todey by real estate dedlers-end ép]g;:aisers._
The valua of land is habifudlly estimated by simply knowing its:eize and lo tion.
When fire destroys buildings, land walues remain, Frequently, the owner of, the land
and the owner of the building ere two different parties!’ gis

B [
le Tax, how would land values be estimat

H g




Sup. L, X, p. 2

G. if A wan owns @ ciby lot with » building op it, what would prevent -another man
from biddiug 3 hisher tax than the first man could pay, thus custing hiw from hig

A. The Single Tax is not a method of natiomalizing land and renting it to the highest
bidder. It is a method of taxation. It would not omly hinder, it would prevent the
unjust onsting of another from his building. The tax faells upon land-ownaers in pro-
parfion to the value of their land. This value is détermined by the. real estate mar-
. ket ~— by the demands of the whole commuinity — end not by cccasional and arbitrary
bids.

Q. A rich wap has a large mansion; g poor widow has a small house on. gn adieining lot
w.ith the same value, Is it right that they both pay the sgme tax? .

A. Therg 1y nereasonin justice why the commmity should not charge poor mduws as
much for momopglizing valuable land as it charges rich men, In either ecase it is &
special privilege which ghould bé paid for. "Ir our sympathy for the raxe widow in this
eitwation, let us not forget the.hosts ME widows who pot. only do not live pext ta man-
sions, but have no place ‘to Livé but by some- landlord's consent. They will £ind 1t
much easier to get a place to:live under the Sisgle Tax than mow.

Q. Though some peopld Have mde monex bx oimmg land, haweﬁ_"t:"'othér:s 1ost7 Do_niot

the losses offset the gains?

- Possibly; but what the land bpeﬁu 1{8r loses, the ccmn.m ty does not: gau.n., "What,
ﬁhe ‘tand speculator gains, however, the commwmity does lose. ' s
latbrs and the community, Tosses camot be jJustiy charged against gains: The taxa -
tiop of land values, ihcidentally, will put an end to these "unearned losses™ as weil
as to unasamned gajas. R . o

Whg siggle‘ cut landowners fof. taxst;ﬁom there not ol:‘lmr

unea.med incomes Aag

a wm:k. ‘of art w!r]:ch mcreasga in valuez? B
Sy T K EF
A All :anomes coa from only two sources — land oxr labor, I.and ie hota thfmg of -

humidn pruduction. Man carmot live mthout access to land. In these two respects it

is Gnidhe,’ Mo ‘other e arnai Incoma'* compatas ¥ith rent i : .. A1 cther .
3‘.‘uct‘ea5e3 in- value may be l:;,-a.r_-ed to'a a"bor Fhduct gs it Yoitic of a.rt way
be uuique, but vhless it igstalen, iEE trsmsfer From havd | rallja j!}lsi; i
fidble, 1Y ‘,’w-'- ax e
the méahd of creating 4 tiew Work of art.’

A

Q. 1f a map buys laund in good faith, vnder the laws gy which we live, would he not be
entitled to: cugg atiou for his imi.{vidual loss if we ta!(ed e avay: the val"b of his
lanct‘? i - .

A. Even at preseut, if a 1andomer dces Tt pay his taxes, bis land is conflscal:ed by
the! goverament without” compensation.”™Land gramts aud taxiticn are cLledxly’ wnatters of
the ganeral public poliecy; thiey ard Téglslative and not contrdctusl id chatacter. Ti
tles tb ¥and values and privileges of ‘ememption from faxation arve voldable at the 77
pleasu¥e of the people. The' reserved right of the people to terminata grants of Laiid:
value is as truly a part of every grant of land as if it were wril‘:te;z gxpressly in
the body of the instrument. Since Propress and Poyverty was written, "there has been

a Gongiderable body of- publm opnu.on in favor of land value taxation,, and ‘the pro-
posal has been put lntu apphcat:.on in several parts of the world - ’[\Iot:t.ce, chére

‘e duip 13

lection of rent by proper methods. As this movement grows, ‘men thtmiot be alldWed te
naka bﬁus thet it will fail and,then, . when they lose their bets ,tp call upon:the
peuple to compensate :hemr f,m: theis J.oss I;IQte too that land t




1.-1 To differences-which:’inhere in sotiety. " Al} human belnge are essérii:ial-r aiik_e

Fondgmental Bdonomics

ANSWERS_TO 'TESson’ X

v

This is & conclusion which has been confirmed by ‘modern anthropology. What makes . ..
societies, civilizetions and nations different from oae another is not  so much the,

differences in individuals,
which grow in every pociety
- g1 .

2. Vhy past Eilx}i_ﬁgations arpse ind deesyed. Which social adjustments tend to ad-
vente ahd which-to retard cof L s

Wi
a

3. M{égsiré o gratify physical, qgn;al—-ah& a

&, That which iy left after m
- maintenance-and-conflict - o

5. Association. As men assogiate in cnirt;mnit_f,_es, diﬁi-s'_j.'g;ri. of! Iahgpr.he'cé‘m@s- pabsible,

as the different traditions, 'belj,_efs_,} ?custq;m,s,, and laws

& ‘

vilizarion,

E

ental ‘power is expended i

leading te greater productivify and the, freeing of mental powed for higher pursuits.

6. Equality, A conditionof g@it-t_a‘.llit:y: ,fg:eedi:rin, ‘and: j'usta.ce.. In short, an observance
0

of the equalit,
in conflick, .

f hugan righte wili-lessen the wasteful expenditure of meatal power

7. gsocs;ei‘ti.&i in Equality. Association frees mental power for improvement; equalikty

- prevents dissipation of thi

s power in fruitless struggles.

8. The prejudice and animosities that grow up between separated communities may be-
come barriers te the exchange of goods and ideas (trade), These barriers mey also

lead ko destructuve warfare

9. a)The concentration of political power iz one person or smazll groups. b)Special~
ization of functions which create privileged classes, wuch ms the military, the judges,

politicians, ete. c)Ineves

8lng value of land which leads to greamter power and wealth

for those who have monopolized it.

10. Mo. They can be prevented by making proper socinl adjustments as naw conditions

arise.

11, The "have-nots™ are compelled to expend their mental power in merely maintéining

exlstence, while the "haves
system of inequality,

" expend mental power in keeping up and intensifying the

12. Yes. This peneral law will explain all diversities, all advences, all halts and
retrogressions. Progress goes on as society teeds toward closer associatlon and greater
equality. Progress is halted by inequality =nd disassociation.

13. ¥Wo. It does not prevent the tendency to imequality In the ownership of land, which

leads to unequal distributi,

L4, Increasing crime and wo

on of weglth and power.

rsening slums in cities. Riots and civil disturbances, War

and preparation for war, Increasing taxes and governmental interferences. Land Bpec-

ulation and the constantiy

15. The cause that is chief

rising price of lapd.

Iy responsible for these symptoms — poverty and its atten-

dant evils — have been solved, the gigantic size of these problems would star:t to

diminish,
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16, Tt will opén'up greater opportunities for progress, It will make other dagirable
raforms easier. It is pdlitically, sccially znd moraily sound. It i5 comsistent with
true aquality and justice. It will produce a coudition of twue economic freedém, The
increase of the reat fund under Georgels reform will premote equality. instead of jp--
equality. - - CT T R
17. "Liberty feans justice, and justice is' the patural Law," Liberty is-the trne
source of progress. Liberty is a condition wherein the rights and freedoms of all are
respected. . R BN

-1

£ sotial life lies the problem of individual 1ife."

18. "Behind thé pro#iems s

19. & summary should include: Defimitions offeconomic terms. The laws of distridution.
Lond monopoly and land spaculation as thé Bisic cause of poverty and depressions. - -Public
collection of the rent of land through land:valud” thxation and abolition of other ‘taxes,

L meE

as Georga's remedy. The law of human progress,

©ofaprem et
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; LESSQN ‘v’ -,EE‘FECT OEF PROGRESS U«PGH DIS'BRIBUTION

B E .
iemng Assigrmment: Book IV.. = s
rg -Having established the "stablcs“. of the problem, i.e., the laws of distributicen,
I& COW proceed to. the "dyuamics s Eo see whal: Forces are putting pressure on wages as
. gciaty advances.

#

Hanme the changes"'wh.i;ﬁ 'com:ribﬁté to mdterial progress. (228)

L

.ffect of Incr,ease uf Population

"3-."3?'5

e A R

fle

o R
What is tha,'ef'f'ec,t}.- upon rén

[

and Wgtgés as Bt%pp_ttlm‘ns;?

.

';;34)

&

What, does iﬁcreasi‘ng‘- ,pdpglatiéﬂ,'teﬁd tb_do to the m‘zl__r_gin of product'ion?

ade ,Hi‘lal‘. is the effect of :Lucx:ease of popli’lat:.on tipom the’ grmﬂuctlve puwer of labor? (232)

v

(232-233)

ey

Can mcreasing populai:mn misa ren&: a§ 4 quant:;l.ty w:.thcut reducmg wagaa and
" {uterest as quant:.txes? E’xplaln. (23&-235) B

,& -

Is the iﬁcreasa nf-“rs_;.-_'nt:'d".gej 6 Miat thg‘la:ﬁgi:holder as such dcps? (241"

. . [
3 BE T - ' - : ,
:ﬁ'.l'u what is the mcx:ease of rent. primarlly due’t {2#2. Read pp. 235-242, "The skory
E the Savahnal. ".} * ’
g + #
: E;i . .
et of Imprevement i Productmn )
Hw do 1nventions and i.mpmveme,nm in %the pz‘oduct;ve arts save I.abm:? (241)
. ‘é’ : R . "t
- What i3 the effept of Tabor, savd; ‘\'i:nprov;aner}ts upon totdl prodiction? (245)
.9. What is the effect of int‘::éaae;l p;oduct:‘:on upen the demand For, lamd? (245)
g. Hrfm does theé-increased demand for land affect:
; a) the margin?. JEs . “
b) renl:? ' o W - ’ oo ' ! .
{243) . ol

« How do inventioms coumteéract the fall of the margin? (245-249




13,

L4,

L.V, p. 2

What is the effect of inventioens upon: 7 :
a} rent as a proportion?

b) wages and interest as p%oportlons’ 4
{252} . ¥ b

What is the effect of inventioas upont

a) rent as a quantity?. iE

b) wagés and interest as quantities? ;
{251-253) )

15, What is tha effect onm rent of governmental expendltures o _:'oads, dra:.nage, irri-

gation, bridges, etc.? Offer an example, {=}"

Effect of Speculation in Land

16.
17,
18.

13,

20.

21.
22.
23,

24,

25,

8.

o ST 2 it sy emirein £ U

A5 material progress goes ‘on and rent advances, why i3 soie land held out of use?
(255) K .

. L . . -
How does withholding land Ei{nm use affe_cf the margin of production? (257)

i

Do the first settlers in a new area Yrake only the land .they can use? . {236-257)

I all the land in any eity fally vtilized? (257) B
Need land be withheld from use gcompletely to lower the margin? Explain. (257)

z y .

What is the eff.rect of land speculdtj.-ein upen faxm l_anﬂ nearthe city? (257) =

Why is land’ speculation not aléays profitable? {258)

What is the effect of land speculation on the profuctisn ‘of wealth? (238)
Ed
What is the effect of land speculation on:

a) reat?
. . v

b) wages and interest? 4 ]
{259) ; . 3

&

How does 1and speculation affect the person seeking to purchase a home? {-)

What is the limit to the speculative advance of vent? (260)




¥ Fucther fhcrease of popuLatIon pu%he H.
-JFtlement to poorer I.ands at an accefer—

- knry George Ins titute K 4 Fundamental Economics

SUPPLEMENT - LESSON V'

1, EFFECTS.OF PROGRESS AND SPECELATION :

.

- . Remt 15 )
2{.%1/51// %}Z /’W oy
e . .
5 5 7 Wages 23~ 25 25
-:This chart represents a setfled so- ' B' As material progress EOES o0, pro- )
ety using different grades of | lind, . - duction -en all grades of land incredses;
a1 Chart D of Su}wp}_gment to Lesson - and all returns increase, This assumes
T.. Primitive methods of prgductxon that all land is in productive use.
%ﬁ sE1l being used. . S
" Rent . ) Rent 0
: = . n
_ &4 31, 6 |5
5 : - Sl o
%: : Hageg Wages 7
| .
i T.n reahty, all land i5 not in uge. . B, Thuos the uext settlers are forced to
r@ifirst settlers take move.land than R poorer land-muecii soouer than they would
ﬁf-‘l" can Gsey for speculata.en. (Dotted be if land were freely dvailable, They
guxeas represent land held for specula—- * 1n turd take extra land for spacukatwn.
tors )
"Rent 3 2 1 o ¢
(7 -’;‘ Vet 77
H -
Eid ’.
Vapes _ ¥ -
The process contirues uitil all’ F, Incresze of productive power, ds in
ttlﬁd linds have large areds held Chart 3, but with speculation, This the
ar speculat.:.on, . same amoant of land supports less popu-
B . 1ation. .
: é
0 0 Remt 1D o ;

7
W

5 ,/104

L 10 Yages 30 30 %0

;;f 1o -

If there were no land speculationm,
the same population as in Chart G gould
move to betfer grade lands, thus in-
creasing wages.

jng pace, IWermg wages and incg-..reasaAng

. ' A
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Sup, L.V, p.2 .

[}
2. RENT AND SELLING PRICE ;
¥ : .
Rent - the return for the use of laud - is the basic revenud from which, land
valuegs are cowputed. Rent arises as lands above.the margin come Into use. )

. i #' T PR L
Rental value exists gn lands ahove ‘Lhe margig.whether they 4re .in use or not,
This represents the amount that a piece of lind would yield as rent when put into
use. It is frequently computed on an.annual basis ard*is thus called apmual rental
value. : i . L ’ ’

Land value is a genei-al tetm that is applied to, 1a_n§is that have. a rental value,
It may refer either to this rantal yalue or, more commonly, to the price the land
would bring if it were sold. b S 5 -

3

Selling price is &, more specific term, denoting the amount that land brings
when it is sold, . -
£

How is the selling price of land determihed? Take the following example: T

Mr. Smith gwns the land on which some stores are biilt in's ecity. He pays
$4000 a year tdxes on this land. Some businessmen have leased the land from him,
built the stores on it, and pay hin $10,000 a year.rent for the land. Mr. Smith
makes a profit of 36000 on the deal. Mr. Jones wantg to buy this land. Suith has
put a price of $100,000 an it and Jones has agreed to P8y 'it. Quesy: How did Smith
arrive at the price of $100,000 and why was Jones willing. to;pay ik? i

T -
The answer: When Jones offered to buy the Fand, Smith said to himself: "I'm
making a clear profit of $6000 a year on this land,’ "How much would I have to in-
vest at say 6% to obtain an income:of $6000 a year from the investment?" The amswer
is $100,000 becausa 6% of $100,000 is $6000. Sc Smith decided thé land was worth
$100,800. Jones went through the same reasoning and decided that the Land was
worth $100,000 to him, . That is why he was willing to pay that mech for the land.

It may be seen fyom the above illustration that the gnniai rental is the basic
ingome that is to be considered. The selling price fs dérived from this rental by
the process of "capitalization" desgribed above; that is, by figuring how much would
e nesded Lo gei the same income by investing at the curi:en'{ rate of interest (in
this case 6%). This may be formulated as follows: The selling price of a parcel
of land tends to be equal to the amount of money that would have Lo be invested to

yield an income equal to the met income (,rent}rf'rom Land,

This may be expressed mathematically as follows: Selling grice {P) multiplied
by Interest rate {I)} eguals annual Hental {(R). Oy PX I =1R. Thus Rental divided
by Interest equals Price: R/I = P. (In this example, "Interest" is used 4m its come
mercial sense of "“rate of return" rather than its meaning in Fundamental Economics,

which is the return for the use of capital.)
T

In the example given, it may also be seen that the tax paid ow the land has?to
be deducted from the total remtal income before it can be capitalized into selling
price. Total remt $10,000, minus tax, 54000, equals nat rent, $6000, Thus Rent
minus Tax (F) divided by Interest equals Price: (R = T}/I =P, o

We may then say: If the taxes on land are kept egual to the remtal value of
the land there can be mo unearned income from the land and the selling price of the
land will tend tp zero. : "

- {Acknowledgnent to Arther S, Otis, "What Gives Value to Land?")
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) Iprovements in kaowledge, educetion, government, police, manners and morals, so

_far as they increase the power of producing wealth, b and.c may He considered to-
ether since they Have the same effect. . . : :
A i ) T .

» To improve it, 100 men wovking tog-et;he{' can produce rore than 100 times as much
s oo man working alotne! ~Tncteased gopulabion makes possible division &f labor,
dpecfalization and exchange, ¥ e R .

s \‘g"‘h

JExtend it to lower levels i_r—i‘il:hput"-ie'ssening Lkotal pr::ductivity.

+ 3u.To increase vent-and lower wages” proportivnately.

: E‘(;. Yes, inceased population makes poés.ible greater powers of cooperation and ex-
;_.Qlange. This increases prodiction gu-densely populated localities, inqreasing_ their
’i%ents ov¥er other lands in usg,. without dedreasify wages and interest as qt:;antities)
1 . . \ :

Ko, .

E ineréase of population.

. They enable the same result ¥o be secured with¥less labor, or a greater result
ith the same Iabor, 2 o : B

. To fncrease produystion. The lshar saved by inventionm cad he used fo prodicel ei-
her more of the same thing.}ur other things, -

0, T4 increase the demandt for Intd; e.tiy &) there is 4 more intensive useof super-
or lands; and b} there % a tendency te use additional laads,

Lo a} It lowers the margin when i‘.hfe:i‘d_;r land 14 brought ints use; b) it increases
et - - .

2. By incrgasing the productiyity of all lands - tha best and the poorasy,

3. Inventions cause a} ‘a I_Ei:g':ér_ prepottion of thé produect to go to rent; and b)
#sialler proportiecn to wages and interest. . .
. ] N ) _ )
bo- A9 imventioms increase production, a) tent usually goes up as a guantity;
wages and ‘interest may go up as quantities (although going down as proportions);
r ) wages and intezest may go down both as quantities and propoxtiofis,

,’;. They increase the value of land,
i £

{é. Fof speculation, Landholdexs expeet further advances of rent and hol@ Lheir
and for a higher price tham its curremt value, .

i

7. Holding land out of’usj‘e_‘, forces the mafgin to a lower poimt than would othetwise
nmecessary. o Cow '

SR iR

. -ﬁo, they ,0ften take more than they need, holdirg part of it for speculatior_l_".
70 : ’

?- ‘No; every city has numerous vacant 16k5, or lots inadequately ﬂr.t‘saerl (e.g., for
ixking lots), B :
B g

N LUt U O P ORI R

Henry George Iostitute . - R & ’ Fundamental Econcmics

&) Tnerease of popufation. b) Improvements in the arts of production and exchange,
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20. No; if the land is not p

dimilar to withholding it from use entirely,, Examples are city slums, shanties?

near skyscrapers, amd "taxpa

21. Farm land is held nob at agrarian land prices but.at prospective uyrban pric
To get farm land, it .is then necessary to go atill further away frpm the city.'

22, Land speculators -ao:'netimes misjudge the fufnre incresse in valuss and when

"bubbie" bursts, they may lo
23, To restrict the pxoducki
Z4. a) To increase veot, b)
23. It increases the price o
tive purchaser to buy a. home
he usually has to settle for
26. The limit is the reductdL

tonsent to work; and the red
tal will be devoted to produ

ET

ui to the full usé of whichiit is capable, the affe

yer" properties,

e on their holdings,
4 4

on of wealth,

To lower wiges and interest,
£ land, thus making it more difficult for the Prospe
he can afford. Since he has to pay more for the 1z

2 smaller or cheafer house, '

on of wag.es to the lowest point ak which laborers wi
uction of interest to the lowest peint at which capi]
ctiom. :
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¥ LESSON VI ~ DE?RE’_SSIONS AND REC?ISSIONS ~ PROPOSED REMEDIES

geﬂdiugc Asgignment: Book V, especially Chap. 1; Book Vi, Chap. 1 only.
Having seen the effects of material progress on bthe distribution of wealth, we

are ready to apply our- findings o .the. basic problem.of poverty and depxessioms.

B F = . .
. BDepressious and Recessieng . .o 1

i, a) woat is a depression? (264-263) ¥

b) What is a recession? (=) ¢

B2 aed pecessiong and depressions’ of current concern? {=}

R

i

3, Yhat are some contributing causes of depré&siom and recessions? (263)

e

1

4. What does Geotge: s_ta::.t_e: is the bas.':_‘._c cause of depressioﬁs? (263-266) )

5, What is the effect of land ‘speculation onft

ol

aj the margin of ptodﬂc;igm?

R AR
"

_b) rent? -

¢} wagny and int'efe‘;st_:—?
(264)

. t . &
‘& &, With incréasing land .speculation, what is the effect om production? (264)

%g?. How does a stoppage of production at one point affect Gthéf points of production?
- & + Y
CE {264-265) . R :

. 4

e %

8. In an open market, what is the effect on production of:

g . #) speculation in contiodities?
- ¥

- b) ﬁpeéulatipn ia- l‘an.d'?
- {267) o R

% The basic Cause of Deprebsions
= N N . B EX N -v

il 9, wnat is tradet ¢268) . . 7 .




1i. Where must all productiom begin? (263)

12, What is the main obstacle which prevents labor and capital from producing? (r

13. What threa conditiens comtribute to restoring productit_)ﬁ after a period of
recession or depression? (265 and 281) :
< 7

also see supplement) '

14, Hhen-pm""ﬂh‘ve activif:y{'is Fesumed, what is the effect on land values? (2813
: N :

1

13. Is the problem of depressions ind recessions essentially different fiom the
general problem of poverty? (282) - i

H

Proposed Remedies
v

156. Wame six méasures frequently proposed for the all_eir:i'.ation of poverty. {300)

17. What effect would economy in government and reduced taxes have upon the genera}i
. level of wages? (3_00-303) . B

' _ : L
18, Can skill, industry ot thrift raise the general level of wiges? Explain. (303-1
¥ : - C '

E

19, Whep a labor uniow raises wages in a sgmcifi;: indugtry; what is the affect om E
geneval level of wages? (313) :

20, Can the general level of wages he increased by a camplel;e combination of all

workimen? (313316}
21, Can cooperative éﬁterpri.ses raise the general level of wages? Explain. {315-31
” i
22, What is George's objection to govermnmenmtal regulation of the ecomomy as a remed
for poverty? (319-321) L :

23, Have current povermmental, programs to elimimate poverty been successful? (-)

. . , ;
24, Can a mores gemeral distribution of land raise the general ievel of wages? {321

L

{5ee Supplement, Part I, for a discussion of some current theories and measures,
In the next lesson we will take up Henry George's remady.,)
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1, DEPRESSIONS AND LAND VALUES

The relatlcm betwe.en depre.ssmns and land values wag hrought out in a study made
- Fomer Hoyt on 100 years of land. Va].uea in Chic.ago, from its beginnings J.n !:he

536 Bulld:mg of Chciago Canal caused 4 land boom. Population increased from 500
%y‘, to 4000. Land valued zeached 510, 300,000, wmaking prufitable usa of Land im-
*‘poss:.b_._. Then came the first mejor d spression, i

Ed
!?55: Chir.ago became the veailrodd center of the West, Population :mcraased te 80,000
& and beyond. Land values 1n§reased to $126,000,000, At these prices, labor

% . .could not make a llving. Then came the second ma]or dep_ressmn.

g —

%60-1865' C].Vll— War. Wart:.me needs for wheat md meak started prodm:;.mn and l.and
-prices increased shazply.

F ’ . .
71._-1873' Chicago fire and post-war boom. Population 187,000. Land values increased
to $575,000,000. Then came the th:.rd.n;aj_or‘ depression.

};B?ﬁ 1892 Langd values dropped to $250,000,000 in 1876. Production and building re=
swned. Hew frenzy of land speculation., Land vallues iIn 1892 estimated to be
SL hil'}.ion. Then came the fourth major depreasicm.

Land values, aﬂ:er maiy m(!ustr;.a]. failm:as and great unemployment, shrank to
a point onlyr half as high as %:n 1899, though the populatiom of Chicago was
twice as gréat. DBusiness imptoved ané unemployment decreased.

1617-1927: World War I and post-war boom, Mich apertment construetion, Land values
in 1921 veached §2 billion. .

*

Land values reached $5 billiom, with many records of mcreases of 1000% bhe- -
tween 1915 and 1928. Labor could aot pay this price dnd continue to live at
_its accustomed standard. Then came the fifth major’ depressxon.

-1933"s:  Foreclosuves invelved .mote than $2 billions of land values; bank fail-
yres, uremployment, deep depression. .

This .sequence shows industrial progress fol.luwed by land speculation, follewad

by depressign- then ahrm;;age of inflated land values and corisequent resumption of
progress, with the cycle zepedting itself, This was not limited to Chicago, but a
similm: pm.cl:.ure could be drawn of any laxgé growing city.

£ L

SINCE THE 19385

Since the Great Depressiom, federal regulation of finandes, securities and banks -
!mve sotght to curb unbridled speculation. This, however, hds had only small sffect
on land speculation, A more significamt comsideration is that since World War II
xh&re has been a "techuological explosion increasing prodictivity at a more rapid
itate than has ever beém attained before. This has fox-a while gounteracted the im~
yact of speculative rent - but the squeezé of wages and interest &pévitably catches
2p. Land values have imcreased enormously and at a greater rate than other tetugns,
'ieadmg ta periodic recessions. One example is thz hemedbuilding mdustry-, in which
ithe price of land has been an ever-increasing percentage of the price of the total
:‘mme, leading to imcreasing difficulties fors the home buyer and periodic stagnaticn
E the home-building industry. Diffiqulties have also imcréased for thosé seeking
fented accommodations, with <contindally esca].al:mg rents, These problems persist in
31?’1-te of changing governmental policies, interest rates, etc, i

® cuma a4 e —_— -
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2, CURRENT THEGRIES AND PROPOSALS -

According to the theories of J. M. Keynes, which have had enormous infiuence,
the root cause of the buminess cycle is a divergence between planned savmgs and real-
ized investment., In equilibrium they are equsl, If planmed saviogs excesd plammed
investment, national income and employment fall. Something must be done to encoux~
age investment snd thershy consumption. Keynes proposed. increased government spend- -
ing and adjustment of interest rates. If there are inflatiomary effect‘.s, they are
supposed to be adjusted with 111creased taxes and higher mterest rates.

The Keynesian them:y deals with sffects rather than causes, It simply stpposes ;
an. unm.llmgness to invest™ but does mot reveal why thif umwillingness sxists, As .
Henry George points out, land speculation lowers the veturzms to capital and labor, ;
this being thg basic cause of slew invegtment in pmdm:twe entergrises. ’

When people are hit by inflakion, their incomes do mot mgeet Tiging prices.
are certainly not helped in this .problem by higher taxes and higher interest tates.
Keynesian theor:.es, after years of applicatiom, were revealed to be inedequate with
the development of "gtagflation" - a ¢condition of niflatl_nn accompanied by st.agnant
economic conditions.¥ . td

These inadequam.es led to other theoﬂes, mtably those of Milton Friedman and |
the monetarists, who sday that changes in the money supply Te the prime cause of conr |
tractions or expansions in the etomomy. This is called the "quantity theory of meney.! H
They propose a monetary adjustment rather than an adjvatment of interest rates of ]
fiscal policy. The baslc remedy proposed by Friedman is a steady inerease in thé i
quautity of money of 4 or 5 percent a year as a cure for recessions. 3

B
i
r

This theory daes nnt take sufficient accnunt ‘of the real dis ‘eributisn of wealth,
Ynless labor and capifalican teap an adequate Teturn, the increase in money supply
will mot help them, as the same propoertion will go to anearned’ income as fnow = prob-~
ably even an :.ncreas:mg proportion, . .

Mouey is but a medium of exchange, not real wealth, Ibs existence bz non-exist-
ence or supply is not a bagic factor in the production of wealth and does not explain !}
why production stops or slows down, Mosley facilitates exchan gss but does not cause i
them to take place or not to take place. If there were no uffu;ial*mn@etaryasys tem, ¥

producers would J.l'l.Ve’l‘:t dhe - as iadeed has often been dome, i
3 L B
¥ i -
A good mopetary system is degirable, but cannot cyre ecomomic ills that lie g
deeper, The effects of monetary remedies can only be superficial amd temporary. Thish
has been bom@ out by unsatisfactory results in carrying out monetarlst pO].lClé'S. ,u

Inadequacies of the monetarist theory have in turm led to &ériticism by the 1
supply-side ecomomists {Arthur B. Laffer and others). ThHey have recognized that the [
problems relate to the production of real wealth rather than mdmetary policies., They !
focus on tax policy and point out that heavy taxation of preduction discourages it i
and even reduces public revenwe, Lighter taxation thersfore would emcourage produc- 1
tion. The supply-siders, however, have little to say about the primary distribution 3
of wealth., Progress and Poverty discusses the short-term bgneflts of a reduction in |
taxes, but shows that the lopg-teim éffect, unless more basic remedies are undertaken,
would Leave us pretty much as we are.

Henry George's explavation of land speculation as the basic cause of depresaions
deals directly with the problem of restricted production and maldistribution, He . °
does not stop with a temedy that only encourages productiom but seeks one that prov:.de;
for a just distribution as well. . . i

f
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ANSWERS TO LESSON ¥T

il. 6 A stoppage of production (or a failure of production to increase proportionately
the growth of the community) causing a cessation of demand and resulting in a general
conomic paralysis. b) The term "recession' usuably refers to a milder form of de-
pression, with the same symptoms:in less severe degree. .

. Even in times of prosperity, there is uncercainty as bo whether a recession, or

leven a depression, lies ahead. This indicates that the problem has not been solved

despite the fmeasures that havi so far been adopted,

BT

. The growing complexity of prodvction which mmkes each stoppage propagate igself;
defective currencies; sharp, altermations ih the volume of credit;y protdctive tariffs.

. land speculation. ! ’ *

Wl vl

et

5y a) IE lowers the margit}x of preoduction. b) It raises rentb. ¢) It Lowers wages and
Snterest. ’ :

As the margin is lowered, and w:agéi_ and interest fall, labor and capital no longer
£4nd employment at thair gccustomﬁ;] returms, and production begins to stop.

é. Stoppage of preduction at osie‘p.bint cgises. a 'gie;sation of demand, which then checks
production at u"t:h'ergoi.n't‘s. - Thizs_an-indystrial depressiom occurs,
B, a}) Speciilation in"commedities J‘:aise'sr the price until production is séimnlate&,_
Wiich tends to lower the price-again. b) Land is fixed in quantity and speculatjon
‘tannot increase,the-supply, s¢ itcredsed desiand fox land imcreases its price.

8. The exchaﬁge of commodities fo¥ commodities.

10. A cessation of ptod!}f;ti%n; agid: ij.k_ewis_e_ a'cessatipﬁ of produckion means & cess-—
ation.of demaiid. E ; b

11, On the land. Tﬁ'e‘ primaxy aiid fundamental gecupations which create a demané for
i1l others are. those wiiich extract wealth from mature.

12, Denial of accass Lo land becsiise rents are boo hig}_l."t This .is in effect a "lock-
:out" of labor and capikal by jandowmets. This check teo progluction, begicning at the
lbasis of interlaced industry; ppopagates itself From exchange point to exchange point
vatil wemployment is widespread, ~ .

s J

33, (L) Falliﬁg lond values. {2} New inventions, increased poptlation and increased
productive capacity. (3) The willingness of labor and capital bo accept smaller re-
ALINS .

14, With vendwed activity, lénd values fise; another period of land speculation sets
in and a new depressiofr is on the way. ' .

t%, Depressions and recessions are merely intensifications of the general tendency
tg paverty persisting with diaterial progiess.

1§, Goverrment econormy; educaition;_? labor ‘uniong; cooperation; governmental directiom;
land distribution, ' .

17: Wages wonld temporarily fise, as labor could keep the wages Lt now pays in taxes.
This would mean increased demand and increased production. Rent would rise and e-
ventually swallow the whele gain, . . .

4
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& F - H B
18. No they camnot., They may help in individual cases, as when a person works ha® ar
but insofar as these qualities become widespread, they increase productiony this in®
turn increases rent and reduces the general lefel of wages., {Example: AL one time L
reading and writing were special skills and peid higher wages thad ordinary workmen
received., As these skilils have become more u’niver_sal, they do not command 2 higher

wage than the general level., A modern axample is in computer skills.)} ¢

19. An incressa in wages in any one industry does ot affect ‘the margin of produc-
tion which determines the gener%l level of wages. :
G . N N ¥ . '
20. Theoretically yes, but it woeld be practisally impossible. Note too that skrikes
invelve tyrannical and destructive methods; they are ‘gstruggles for endurance in which.
labor starves, capital wastes and landowners can: wait,.. R Y
. I L . :
21. MNo. Ceooperatives, when sffective, tend to inE§E§§e ptoduction, as do ifmprove- |
ments in skills, machinery, imventioms, etc. Their uitimate ¢ffectiis to iicrease’ i
the demand for land, thereby lowering the margin. - . .

22, George points omt that although governmental regulatiion may temporarily allev-
i*te povérty, it does not and camot solve the problem: of poverty, It temds ko re=-
strict production; requires costly bureaucracy and endourages evasion of vegulations.
Note haw accurate George was*in his anticipation of the effests of an income .tax (p. ?
{When George refers to-“the ideal of socialism" he means the 7deal of a harmonious °
and cooperative society, which can ouly be attained through freedom and natural
growth god not through dn economy planned by goverament,) )
.

13. No. . . i L
24, Wo, it would merely increase thg tmber of landowners,

H S . - K

e

2
A
w,
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LESSON VIl - THE HEMEDY; ETS' JUSTICE

ading assignme.nt:' Bool_é. V]i, Chap. 2; Bogk VII, especially Chaps, 1-3.

Hav:.ng examined the basic cause of our problem and warious proposed Temedies, we
are nw ready to connde-r George s remedy.

¥

- of preduc- - ithe Remedy

-] thst strikes

rancé in which . .
. &) What is "common property"” in land?

%
5

do improv;e— . .
to-ineraase- fh) How does it differ fiom govetnment property?”  (Ske supplemént) = -

rily allev-
tends to re-
F repulations,
icome tax {p, 3
harionious
ntetural

4 i ) : ’ L2 ] )
s a} What are the tests to which Henty éeo:ge ‘proposés to put his remedy? {329}

&

b)" Which test does he put first? Why? (333)
.1‘ . r‘ )
T It Justice

Dﬂisl_l dienw have ag equal right to Life? (338) - _ oG

Cam man 1ive without land? (338)

Do atl mn,f? theréfore, have an equal %ighc to Lnd? £338.339)
?’ Is thgre then sny justification fer the absolute ownership of land by some to the
exélusion of of:hers'l (339 3403

. What comsbitutes the rightful basis of propetty? (334)
: ; . .

v

Is pri\mte prﬂperty in wealth {the things pt‘oduced by labor) justified by this
prifciple? (33*‘4} p .

b. Is absol!.te private propevty in land in accorda':.ce with the rightful basis of
property? (336 -337)
.
: &

, Indicate (yes “or no) which of the following wou].d ‘be; uoral.ly justified as an ex-~
chafige with the pEoducts: of & peison's labot: (-

a) Products of another person’s Labor. . 1;(.‘.) Slaves,

" b) Stolen goods. d)} Land. .
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12, How does the term "real estate” lead to confusien in determinink the rightful

basis of property? (337}

13, a) What is the origin of land titles? (342) S ;
b) Give one or more examples, (=) [ . : o
’ B d
¥ L
14, Does priority of occupation g_we a person an exclusnre and perpetual moral right |,
to own lamd? (344) . o
. ¥ i _-: * 5 ¥ ;g¢
I3. In what way does absolute private property in land compare with thattel slavery? ta
._;_\, ) ¥ . ]
kY + # - ]
« ’ - s : W

Tha Rent of l?and X i B

16, If land is justly cowmon property, hiow cad a m}.m Tatalin undxstm:bad possessim: f‘gi
and use of land and yet satisfy the equal r).ghts of all?  (344)Y .51
: s K - i A Ll
' o1
17, How does payment of rent to the conmunlty sat:.sfy fu}.ly the equal rights of all? g,
(343-344) _ _ , e

i o ' B3
. -4 . ) L , % e

18. Dees rent arise fyom anything the landowner does as -laudowner? -(363) .
! ) ot : o T e
19, Does rent justly belong to landewmers? Why? (365) . . . e
- S : . ‘i
i R : B
20. To whom does rent justly belomg? Why? (366) : & la
21. How would private ownership of improvements and perscnal property {(wealth) be o
affected by commmity collection of rent? (367) it
. “Tol
22. What is the difference between community collection of rent and state cwnership xl
of land? (~) 1
1
T
23; Compare George's proposal with land distribution schemes curr&m:ly advowred for He
developing countries., {See supplement} - $ P

: B

f PHe
5
24, Compare George's proposal with customary [left-wing", "right-wing” and "middle- it
of the road proposals. {See supplement) : ug
. “ oV
. . . 11
o= i . *lus
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. 1. COMMON PROPERTY TN LAND

# tlenry George Institute

=

- B . ST
. Basically therg &re thres types of propérty: coumon, govermuent and private,

" Common propexty” is that which belongs to all men in common; that which all men
 have an equal Tight to use and enjoy. !

&

% - Government E_roEertii is_that w’ﬁiéh‘ belongs to the state and is subject to the
_direction 6f the government) .

: Private property is that whicl an individyal (ot grm.ip of individuals) has the
%&‘Qﬂiusive'ﬁght to own, pl_:qfi‘t%frqm' dnd dispese of as he (or they) seés fit.

> N .

qum‘luh.‘pro.péﬁrt}f,,is not godernment property C&mon property in the ocean is

generally vecognized;- the -obedn does not- belong to any govétniient. And Gomson prop-
trty is different from private pfoperty. Common propecty perwits of private use,

but fmplies an obligatiém to the cofwnity since the rights of others must be rec-
ognizad, ("Public preperty” ‘is’ sometimes u3ed te mean either commén or government
Zrproperty; the comntext ia which it is used'mmgt Be sedh In order to determine H]ilif.}_‘l.)

w .

- By its very pature, land is commom: property dnd our laws and traditions already
go.far toward recognizing it as sugh.  Theé prinfiple of eminent ‘dopain esserts the
superior claim of society to land, Sees L, Par. L0 of the New York State Gomstitu=
tign statest 'The people of the State, in their right of severelgnty, possess the
otiginal aud ultimate property in and Lo all lands withiz the jurisdiction of fhe

5 State," Englfsh and Agerican lay generally recognize absolute ownership of goods

- but gtot of land, - The taw dedls with the land “gwiier” as a land holder who holds his
#.lsnd under the sovereignty of thé people. and is subject té their condltions.

To effectuate comuon property In land; Henzy George proposed that the rent of

2 land should be paid to the goiminnity, This paydent expresses the-exact amounf that

Gweuld satisfy the equal Tights of all other méambers of the community. Individuais

%wnulﬂ?:etaiq' title to land, fixigy of temure snd undistdrbed possession, This method

fof making land "common property" may alsc bé called "conditional private property in

F1and"” (payment of ¥eut to the colmutiity) as ig'ppnsed to "abtsplute private property in
N £ . i

land" {private collecticn of rent),
‘ * ook K, %

. {;;Z.E\-YITIéHS XLV: “fha land shall not.be édld forever; for the land is Mine; for ye are
. igtrapgers dnd sojourners with Mg M - . :
; MGod hath given the world %o mem in coftitor, 4, Yet every man has a prop-
#ity In his own person. The Isfior of his body and the work of his hands are properly
(Civil Govermment) i - .

1

WILLIAM BLACKSTONE: - "The earth, thierefore, and -all things therein, are the genmeral
_iproverty of all mamkind,.. from the immediate gift of the Creater.” (Commentdiries on
ithe Laws of England) D o E

[BUOMAS. JEFFERSON: ™The earth belomgs inm usufruct to the living... The earth i
}'g.s' 8 common stock for men’to labor afid Iive on." (Leftefs to James Madigon)

ABBAHAM LTHCOLN: “The land, the earth God gave to man for his home, sustenance and
support should nevar be the possession.of any man, corporativh, society ox unfriendly
Fovernment, ady more than the air or water, if as much. An individual, or company, or
enterprise requiring lagd should hold no tore than is required for their home and
stenance,..” (Lincolu and the Menr of His Time, by Robert H, Browne)

5y given
i

#
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2. LAND DISTRIBUTION %

. : - . " 1
Land distribution is currently a popularly prpposed reform for underdeveloped
countries, especially in Asia and Latin America. This weform weually consists af
breaking wp large estates, with compensation to landlj':_»rds; and making small heldings

available to tenants on suppesedly favorable terms, i v
- a .. N .

Thus several small owners - and priva}:e collectors ‘of rent -'are substituted” for!
a few large owners.. The rights of all are not established. Begides the injustice oft
paying compensation to landowners, this measure does not take into accoumt the changes
in socistys different lsnd requirements of different persoms; fluctuating populationsy
changes from generation to gemerationt ‘the tendency of tural workers te move into urbd
areas, etc, 1t may be added that with many of these tef¢rms, the tendency to monopol!
zavion asserts ikself and smaller holdings are takem over and abgorbed into large ests

k . i
The Teform proposed by Henry George, on the other hand, dstablishes equal Tights!
for all in the land,. gives & person freedom %o take as mich or a¥ little land as he -
can. productively use provided he pay his obligation teo gociety,’ and enables the N
zconomy to progress i;m!er free conditions, ’ S - -

E3

3c CEQRGISM AND OTHER ™fsms™ . . T

;?-l(/,-' K A B ..’%‘.",,_ ] ) . .o '_ .. - R i
To "r"‘/?z}ﬁéﬂxi{‘/i’l_-‘_lfd" the To . % ——,—§—Rﬂ-—+-——'— To tiy
Soci-d [,  , Wages » . Indi~ “seci- { VA4 ) W Tmdi-;
ety ‘%‘/""K‘" ,"él ‘7’;;' - J vidual ety f— = — - = — — —|| vidua]
WIS v B PV S T ;
A. “Leftewing" proposals call:-for the -7, B, "Right-wing'; proposals are that mos
taking by society of mogt of thg wealth, - ©  wealth’ should remain 4n private hands |
making no distinction between vent, in- - {alse making no distifiction between thi
terest and wages, and leaving to indi- - three returis), and that society, or £
viduals enly a small proportiom. Thisz - _  evnment, shomld only ger the minimum it
also impiies a large measure of centrol = nesds for necessary services, e.g., thi
by society over iadividuals, a "plasmed role of "traffic-cop.” 'This impligs |
economy” and the curtailment of the ¢ “Legving the ruming of the econemy te |
freedom of the individnal. ¢ * private interests," ' !
A |
B - ; . |

r S - F ¢ inm r b 4
To j,L-'/__‘-__[,,R,_____,__ To the :z;l{ e 4 :
Soci~- ! ; A - > Indi- B . . W To th::
ety - — — —— vigual N S Indi~
' widual
Fa oz £ I T
- % — !
C. "Middle-of-the-road” propbsals seek D. "E—Ege ‘Geégrgist proposal is differént]
a "balanced system” in the distribution frofi all these ideclogies In that it {
of wealth and power betsreen individuals makes a distinction between the unearn
and ‘society - but make insufficient dis- income of Lang {fent) and the earned i
tinctions between éarmed and unearned comes of  labor and capital {wages and |
incomes, and do not carefully define the terest). % Rent to society, wages and i
proper spheres of society and the indi- & ¢ Fterest to the individuals who earned ti
vidual, The result is usually a hodge- * -The ‘proper spheres of soclety and the |
podge, ’ : dividual are clarified. 1

B : : !

* The Georgist proposel achieves the goal of "left-wingers" for security and social I
action, but without Testrictions on liberty.: It achieves the goal 4 "right-yingerd
£o attain freedom, but wiltthout privilege and monopolyi Amd it ackidves a balanced |
systen sought by “middla-of-the-roaders”, but In & jusit rather than arbitrary way.
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ANSWERS TO LESSON VIT

‘;;'- "He must make Land commoen p_ropérty.".'

2~-§) Equal rights -of all to land. " b) ‘Comon‘propétty is freely accessible to all,
uhereas., govermment property is owned .and tegilated By the atate,

3, a) It must be just; it must be pra.ética,ble; iz must accord-wi_r.h. social development.
b) The test of justice. "Is it right?" must be asked. before “Will it work?"
il . .

4.3Yes,”

5.-;10'6, it is the storehouse f’rﬁm which his needs must be supplied,

-5."‘!&5, an equal right i_tn life implies an equal- right to the use of iand, which is
gecessary to life, : . . .

?. No. This follows from the abé_'ire..

2. The zight of a man ‘td the fruits of his own exertion, fo eijoy, to use, to ex-

change or to give. . ¢ :

9. YeE, 2 man can claim a jist and clear Uitfe to that part of wealth whidk is due

te his “oWn - exertions. o S : B B
RS AR . .

19. ‘Ho, fand i,; not “the prbduéi:‘_‘of_].aﬁbr.

il

"a_) Y.e!?'. b} ®e.. <) Wo. d) s, S .

. By failing o distipguish hetween a building {wealth) which may be rightfully
waed by an individual, and the Lot of which it stapds (land) which is act vightful-
y private property. . | s " - : s

. . LT L . .
13, a} Conquest, force and fradd,  b) Thg settlament of -North and South America was’
actompanied by the cheating and masshcring of the ndtive, inhabitants and by.wars of
(k= Eyzopean pdvezs with one snother.for ghe possession ofythe Land. :

i'-'i._:’-ﬁ. first setbtler to a new Eoun'try,n'my settle where hé pleases and take s& much . ¢
of the commod property as he can use, but when other sattlets arrive,.his right is
bounded by their rights: S ] N

: (S

151.: Owning the land on v(hii:h;‘ aﬁgthg-r peftson must live gives as much power to’ the owner
over that person as owning him badily,

T N L
16, By paying its rent to the community.

17, Rent is determined by the _mfgiﬂ of preduction, It measures exactly the dif-
ference between -the advauntages of a particular piece of land and land which may be
hed fréély by any member of tha codmutii ty,

. v . N . 2 : N
I8, Mo, If a Landosmer improves his land he does so as laborer and capitalist,
The term landowmer implies merely owning 1andwa_.;1d nothing eise,

19, NWo, because the landowner does not produce rent. It is an unearned itcome.

il To the community, betause rent represents a value created by the commumity.
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e,

i3.

14

15.

The Law of Wages

16.

17.

13.

20,

21.

22,

Suppoag there were a shortage of sew-

T ing machines in relatlen to the avail-

ability of dressmakers: a) What would
happen to interest on sewing machines?
b} How would production of sewing
machines be affected? <) When would
this tendepey slow down? (-}

Suprose a shortage of dressmakers-in -
ratation ko the availability of sew-
ing machines: .a) What would happen
to their wages? b) How would-this : .
affect the flow of. labor? ¢} Whem
would &his fendency siow down? (=)

On what grede of land do labor and -
cap:.i:a.l cbtain. the tatal amourit of B
wealth produced" {201)

Wha:: is the I.aw uf Inte:est" (263)' b

"

Suppose a shortage of receptlonistssi
aad an abundance of secretaries:

a} Which.ouccupation would offer the -
wore attractive .wage? b) In whiek
direction would labor fiow? ¢} When
would thig flow slow down? (-‘i :

Ina complex soc:.ety why do we f:.nd
great differences in uages’ {207~ )
210 L - .

What are the occupatious whi_ch most HN
fregquently use land at the maxzgin of
production and on whoge wages all i B

other wages depend? (212) . T oot

if a man can employ himself what will
be the lowest wage for which he will’
work for cthers" (205}

Wherg land 13 free and labor-ié unas-
s:Lsted. by c.apital what part of pro-
duction will go to labor as wages?
(213}

Wheré_ 1and is f_ree and labor empleys
capital, what part of the product
will go te labor as wages? (213

Where rent arises, what defermines
wages? (207-213}



