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1f-quiz #1, Ec. 121, W87
s Introductory, and Book II

For effective study make yourself answer the question first,

as though you were ta
very few words will d;
s¢ you'll do some cre
cited to see how you'

something from the re

k1ng an exam. Nr1te down Your answer -- a
0 -- S0 you can 't cheat yourself later, and
attve thinking. Then check with the page

re doing. This way you'll really get

ading.

Abbreviations: 6 means Henry George; and numbers after

questions are page nu

bers in Progress and Poverty.

1. Why does G infer there is a common cause for unemployment in

varieus countries? 6

2. Why does G associa
6-7

3. To what does G att
theory? 995

4. How does Ricardo's
5. How do Darwin's th

6. How did Alfred Rus
on Wallace)

7. How do human and a
increased subsistence

te said common cause with material progress?
ribute the sustained support for Malthus’

rent Taw support Malthus? 97
eories support and extend Malthus? 100-02
sel Wallace diverge from Darwin? (v. handout

nimal populations differ in their response to
? 134-35

8. Under what cenditipns do human popuiations increase fastest?

io3

9. What are Malthus'
population? What 3rd

10. To what does € at

11. Why did Ireland e

12. How and why do pr
of human and animal p

%positive“ and "prudential" checks on
theck does G identify? 138

tribute poverty in India? 112 ff.
&port food during its famines? 125

ey populations respond differently to growth
redator populations? 130




13. What 1imits the pgpulation of food-importing cities? 132; 142

14. How does G use the law of conservation of matter and energy?

133
What about the
entropy?

“Second Law of Thermodynamics", the law of

15. What does G mean by "Disproof of the Malthusian Theory".
143-47; 14%-50; Cf. 230-43.

16. What is G's at

titude toward capital? 147-49
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1. What is G's purpos

2. Is it valid, or is
subsistence" imply a

Covers Chaps III-V, Book I

e and main point.in Chap. III7

G missing a point? Does "advancing
net decline of capital, as G assumes?

3. In what way does the point of Chap. 1II dependron G's insisﬁenc

that consumer capital

4., If consumer capita
why do people borrow

5. Can current saving
workers as they prody
you agree with -G on %

6. What is G6's point
they work or not? He
a, from consumer ¢
b, from welfare. 7
7. What is G's overal

8. What does it mean

mouth"? 75-76 Is G ri

Matthew YI:24 ("Take
came out pretty well
family too: his wife
granddaughter, Agnes
choreography.

9.
tsunamis, etc., capi
a. Is that always

b.

c.

But cou

How is it done?
What does it pn

is not "really™ capital?

1 does not yield an increase of some kind,
and pay interest in order to get it?

] serve as weliras existing stocks to support
ce "hardware" for future consumption? 74 De
this?

in.stressing that workers must eat whether
has them supported:

apital. 73

g .

_l.purpose'in Books I and II7 88

that "mankind really live from hand to

ght? G himself lived that way, following
therefore no thought for the morrow"}, and

at that, raising a stable and successful
adored him, one son was a Congresman, and one
de Mille, is now the grande dame of American
1d the country get along from hand to mouth?

Following fires, wars, floods, earthquakes, hurricanes,

al is rapidly replaced. 83
true, as & implies?

ove, when true?
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1. What is the central
considered a masterwor
defines and sticks to

in essays, themes and
2. What is the "Wages-
3. What facts does G ¢

a. Interregional cd
say today. 19-20
b. Intertemporal ca

we

4. Does the complexity
free them from depende

5. How does the meanin
from common usage? FF

How does & define
How does G dispose

6.

f-quiz #2, Ec¢. 121, W87 .
s Chaps. I & Il of Book I

question G addresses? 17 This book is

k of exposition because of the way it

one issue. Would that students did as well
dissertations.

fund Theory" (WFT) answer, as seen by G? 17

ite to refute WFT?

imparisons, or "cross-sectional analysis® as

mparisons. 21-22

; and advanced technology of modern economies
nce or land or nature? 26-28

g of “wages" in political economy differ
71
capital"? 37; 47- 48

of the classical distinction of circulating
What is that distinction? Is it valid?

and? 38

ealth? 39-41

How would you d1stgngu1sh social wealth from claims or drafts

How does G d?StIﬂgﬂ1Sh land from wealth? 42; cf.
a Distinctive Factgr of Production"”

handout, "lLand

i

vs. fixed capital? 34
7. How does G define 1
8. How does G define ¥
on wealth?
as
9.
wealth?

a. No, 40

b. Yes, 234-35

Can you resolve thi

10. Does & include con

Does increased land value represent an increase in the common

s apparent contradiction?

sumer capital with capital? Why, or why not? 45




Chap.

1. what is
something else?

2. G now claims that
Has he shown that in

3. The problem is no
became a commonplace
the phrase? Bartlett
did several others.

Does this stateme:

4. What does G mean,

intoc account because
continuous."? 155

156ff. a. How do
b. How does

5.

6. Why does it matte

7. What does G mean,
obviously laws of pr

8. What is the law o

3, How does G dismis

10. What factor of p

the macro system? 16

1: The Inquiry

"distribuf

Self-quiz #4, Ec 121G, W87

5 Covers Book III
Narrowed t¢ the Laws of Distribution

tion"? Isg it part of modern micro, macro, or

each worker adds to the true wages-fund, 153.
Book I7?

t production, but distribution. 154. This

among socialists after a while. Pid G coin
's doesn't say who did, but he may have, as he

nt summarize G's position?l
the replacement of capital need not be taken

it "is eliminated by considering capital as

es G distinguish profits from interest?
criticize earlier writers on this? 159

s
X

r how we define interest? 158

"Phe laws of the distribution of wealth are
cportion,...® 180

f rent? 161
s the gquestion of risk? 162

roduction is the prime mover which "drives"
2=63
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[Answers to Self-quiz #4

%

1. Distribution i€ the division of economic values among parties.
G here deals mainly with "functional" distribution of output, that
is the division of the product among functional factors of
production, viz. lan?, labor and capital. Today this process is
also calied "imputation®.

Classical economigts wrote of the "distribution of wealth", a
usage now archaic whfch can be confusing because wealth is a fund.
But they meant the flow of new wealth, not wealth as a fund.

|

Classical political economy dealt mainly with distribution.
Modern micro and macro neglect distribution. Functional
distribution is now found in the part of micro called production
economics. v

i

As to macro, early Keynesian macro emphasized functional
distribution only as|it affected consumption: wages were thought
to be more devoted tﬁan property inceomes are to consumption. No
attention at all was paid to the division between rent and
interest, a glaring Qeakness in macro that continues to the
present. Modern macr¢ rather resembles, in its intellectual
structure and reactiénary social purpose, the travesty of the
wages/fund doctrine which G attacked. Indeed, modern macre goes
farther back than that, it contains heavy doses of the
mercantilist fallaci%s that Adam Smith refuted.

G's travesty was based on mediocre and hypocritical
misrepresentations—of the true doctrine, misrepresentations which
were being used to béat down the demands of workers. & fell into
the trap of identifying the degraded forms with the true doctrine
and assailing the name of the true doctrine, instead of assailing
the hypocrisy and deiradation. This is the same mistake made by
those who attack laissez faire because hypocritical monopolists
invoke the slogan; these who attack American ideals because of
hypocrites who drape|themselves in the flag; those who attack
religion because of hypocrites on church boards; who attack
education because of|empire-building administrators; and so on.

2. In Book I G merely claimed that workers did not deplete the WF.
On 153 he goes much further and alleges they add to it, something
he has not shown at all.

What is really bugging G is the notion that the WF is fixed,




and it limits wages an
this, probably because
Quesnay, Ricarde and M
guite elastic.

Knut Wicksell, a snm
works, He called it th
showed how a given fun
investment simply by L
treated as a stepping-
opinion Keynes redress

3. G wanted to divide
order to make the pie
not just distribution.

4. This is one of G's
considered as "conting
existence is alsco cont

J.B. Clark, who dev
foundations of G's ana

4 employment. He doesn't tell us who says
it is some mediocrity. BActually Smith,
ill do not say that, their wages-funds are

art Swede, made this explicit in his various
e "wages-flow" (not fund) doctrine, and

d can supply a greater flow of job-creating
urning over faster. Wicksell has been

stone to Keynes, but in this writer's

ed from Wicksell.

the pie differently, but that was partly in
larger -- he was concerned with production,

most vulnerable points. If capital is
ous® then it is much 1like land, whose

inuous.

oted much of his career to sapping the
lysis, seized on this device to advance a
e existence is continuous, and which

theory of capital whos
therefore could not be
i

Thus both G and Cla
from understanding th
which is a highly imp
Between them they mang
and to blind people tg

macro—ecconomics of the

5. Profits are the sun
"pure® interest, scmet
premium; and wages OfJ
profits as generally U
rate of return on egqui
(total assets less del

G stresses that "wa
profits. That is true
writers he is citing

[~

distinguished from land.

rk shut themselves and their followers out
t capital has a replacement or turnover rate
rtant parameter ériving the macro—economy.
ged to kill macro-economics from 1900-35,
the truth in the WPT (which was the
19th century).

. of three parts: interest proper (which is

hing like the risk~free prime rate); risk
superintendence. G does not mention that
sed are net of interest paid out, and the
ty (RR) is profit divided by equity capital

bt ) .

ges of superintendence" are a large part of
for small unincoxrporated businesses, and the
re from the era before corporations were as



dominant a form as no
superintendence are d

w. But today in corporations, wages of
sducted as salaries and bonuses {(and some

illicit boodling) of managers, before figuring profits.

He only mentions ij
curious de-emphasis ti
profits today include
even when the margina

G criticizes other
definitions, and usin
contract the meaning
and put wages of supe
to aveoid any clear di
to capital.

Just why they have
be more characteristi
the returns to land a
stresses the virtual
accused himself of bl

The answer probabl
wrote, and his stage
unemployed or underpa

n passing that profits include rent, a

b be coming from him. Actually corporate
large rents, and can be steady or rising
1 rate of return on capital is falling.

writers for regressing from their own

g profit to mean the return to capital. They
nf "wages' to its narrow coelloguial sense,
rintendence in with profits. Their purpose is
stinction between returns to labor and those

that purpose is not clearly stated. It w&uld
cally Ceorgist to accuse them of concealing

s returns to labor or capital. Gecorge himself
identity of labor and capital, and might be
urring their distinction.

y lies in understanding the times when he
of evolution. Ee was addressing angry
id workingmen who were angry at a vaguely

defined “"capital", and at orthodox authorities on economics who

might rationalize a s
assure them of theirx

gradually to wean the
distinguish capital £
of the authorities on
their theories withou

6. We are in the job
rate of interest". Pr
including rent, which
G. Changes in profits
not tell us what is h

If land were conve
returns would rise an
mutually convertible.
rather stresses that
point he overstates b
there would be no poi

vstem that was wronging them. He has to
dignity and primacy over capital, and then

m from blind hostility to all property and
rom land. He has to establish his skepticism

econcmic theory so that later he can use

t being suspected of being one of them.

of "assigning causes which fix the general
ofit is an amalgam of various elements,
varies inversely with interest according to
, as the term is generally used, therefore do
appening to the RR on capital proper.

rtible into capital and vice versa their
i fall together; but generally they are not

G does not bring that out here directly, but

Labor and Capital are interchangeable, a
adly. If they were fully interchangeable
nt in treating capital as a separate factor.




7. The shares must add

up to 100%, so the whole system must be

explained together, not just one part at a time. G was

system-minded, and was
all harmenized. In thij
provoked or stimulated

pushing for a unified theory whose parts

¢ he was slightly ahead of his times, and

J.B. Clark and Philip Wicksteed to produce

their comprehensive marginal productivity theories showing how the
total product is "exhausted" when all get their marginal products.

8. It's all there on p. 161.

9. G says risk in thejaggregate all cancels out, 162. He evidently
sees risk as a zero-sum thing, one investor's gain being another's
loss, as though we were all just gambling with each other.
Actually there are many losses that are no one's gain.
Fortunately, this topic is only incidental here and does not

disturb G's major thesis.

I
!

:
10. G says it is labox
writers have generallf

; earlier writers said it is capital. Later

stuck with capital, because the capitalist

has more discretion over when and where he will invest. It is not

clear why G makes such

a point of this, since he virtually equates

labor and capital any&ay. (Cf. §5 for a reason}. He wants to
stress that labor needs access to land, but he points out that

- - . &
capital does, too, andg
interest.

iand scarcity forces down both wages and



1l. Yes, there is what
is also called "“imput

imputed. A large shar

Logically G should
owner-occupied reside
because it would forc
consumer capital is n
of imputed rent on ow
routinely underestima

The importance of

e
e of business profit is imputed rent today.

we now call "implicit™ rent. Implicit rent
d" rent begause its quantity has to be

extend this te the imputed rent of

nces. He never addresses this, probably

e him t¢ reconsider his position that

ot capital. Economists today routinely speak
ner-occupied residences (although they also
ted its amount).

this gquestion may be seen by noting that

credit secured by residential property is considerably more than

the national debt tod

2. Ground rent is carg
value, a is annual gxr
rents are expected to
reguired. See handout

3. Rent is from the e
rent-free land.

4, 168 has it; also I

5. No, it refers only
capital. It does not
zdditional applicatig

6. "..to inferior lan
..." 169. This phrase
an intensive as well

7. Wages and interest
and competition of mo
rlace.

8. Ricardo treated re
he associated with fa
increasing returns, b
review your basic pro
followed that idea, t
diminishing returns t
without it}.

ay.

italized inte land value. V=a/i, where V is
ound rent, and i is the interest rate. When

change over time, more complex formulae are
on this subject.

xcess productiveness over marginal orx

6l.

to "the same application® of labor and

account for additional rent rising from
n of labor and capital to better land,

ds, or to inferior points on the same lands
ology, repeated elsewhere, clearly refers to
as an extensive margin.

tend to a common level through the interflow

bile factors. Rent differs from place to

nt as a product of diminishing returns, which
rning. Manufactures he supposed to evince
ence to yield neo rent (if you can't see why,
duction economics and figure it out). Marx
0o. G pioneered the application of

o cities {and cne cannot explain urban rent



Self-quiz #5, Ec. 121G, W87
Covers Book III, Chap. II, “"Rent and the Law of Rent"

1. Is there rent when ithe landholder and the user are the same?
165-66.

2. How is ground rent related to the price of land? 166
Which is cause and which is effect?

3. How is rent related to the "productiveness™ of land? 166

4. What is the law of rent? 168
5. Is G's statement of the rent law adequate? 168

6. George has been acdused of understanding only the extensive
margin, not the intensive one, Is this supportable? 169

7. As to uniformity, how does rent differ from wages and interest?
170

8. Is rent purely agricultural, or does urban land also yield
rent? 170

9. How does G coordingte the laws of distribution? 173




As G's movement evolved it became primarily, perhaps too much
focused on taxing city land, whose values were skyrocketing with

rapid industrializat

9. Wages and interest
The sum of the shares

G always makes rer
leavings, or the "res
economists had given
rent getting the resi
passive and reactive,

G's .approach has &
'Landholders are paid
selling title to the
appraisers and tax as
using the "building-x

fon,'commergialization, and urbanization.

. get what is left after rent is taken out.
is 100%, so each law implies the others.

it the first claimant, with others getting the

idual®, as it is put. Other classical ‘
labor/capital their marginal products, with
dual, G's approach makes the landholder less
more importunate and demanding.

a lot to be said for it in terms of realism.

first when: a, they-are paid up front by
user; b, they charge a cash rent; c,

sessors separate land from building values by
esidual" approach.




Seif-quiz #6, Ec. 121G, W87
Covers Chap. III of Book III, "Interest and the cause of Interest™

I know, I said don
to get bogged down in
to bring out.

1. What is G's procedt

2. How does G's use of

published national ing
3. What happens to inft
4, What is the relatig
"productiveness” {evic
174
5. Is capital rewardec
6. To what does G att:
7. What besides biolog
185

t read this chapter, I just didn't want you
the guicksand. But it has a few good points

ire, calculated to produce a unified theory?
"interest” differ from that used in today's
rome accounts? 173

‘erest rates as society progresses? 174
snship between interest rates and the

jently meaning average product) of capital?

| because of inventions and technology? 179
-ibute interest? 180 ff.
jical growth is a preductive use of capital?




1. We will seek each jlaw separately: the laws of wages, interegt,
and rent. Then we will see if they correlate, meaning they add up
to 100%. %

We are witnessing Lere the conception, if not the birth of the
unified marginal-prodzctivity theory of distribution. J. B. Clark
and Philip Wicksteed picked up from here. This is what Marx never
did get. Marx stayed with the WPT, which in turn is something G
never got. Actually the two can be freconciled, but it calls for
some understanding of| finance, something neither party ever got.

Lacking a unified distribution theory such as G is roughing out
here, Marx had no rational way of explaining the decline of
interest rates. Here he, Marx, was calling interest the robbery of
labor, and lamenting the exploitatien of labor, and interest was
falling to very low rates in England. So Marx found an irrational
explanation, which others call "underconsumptionism”.

To keep his system) from falling apart, Marx turned to
demand-side economics|and found the problem to result from
inadeguate aggregate demand, which in turn explained falling
interest rates. Much of this apparatus was incorporated into
Keynes, later. It doesn't hang together because underconsumption
is supposed to result| from maldistribution which results from the
robbery of laber inherent in high interest rates. So if interest
rates fall, the probl%m will have corrected itgelf. Much of the
digressiveness of Maryrand Marxists is to avoid facing this point.

|

2. G's interest incluéesrall returns for the use of capital and
not merely those that pass from borrower to lender. (Today we say
it includes implicit as well as explicit interest.) Thus it
includes the return o? equ1ty capital, which the NIPA ineludes

with profits. i

G's interest would}presumably exclude the imputed income of
consumer capital, although he never directly addresses the
guestion of owner—occupied homes. This imputed income is included
in NIPA accounts, although not called "interest"™, and with no
effort to dlstlngulshrlnterest from rent, and {as I recall) no
effort to distinguish|interest from capital recovery. G would be
stronger had he handleéd this point better, but he does have a
satisfactory way of b lnglng it in, whlch we will see presently.

z
!
I




G's interest excly
not attempt this. It
avoids double-~countir
collect and pay intetr

Does this leave us
because G is not trvi
determines interest 1
rates that rises and
we take the "prime r:
whole structure. G is
rate. Thus he, like n
abstracting from it,

3. "hey decline, by <
of 15%th century class
observation which he

classical model. Mill
creating more capital

rates —— a view Reyng

G observed what ics
interest rates, with
which import capital

The existence of &
G's prediction, and 1]

though, 1f zerc-intex

ides “compensation for risk". NIPA accounts do

is also an interesting questicn how NIPA
g with financial intermediaries which both
‘est, but we needn't pursue that here.

i
e X4 L

; mired omplexity and unknowns? No,

ng to measure interest, but figure out what
‘ates. Today we say there is a “"structure®” of
falls together, subject to common forces, and
te®, virtually risk-free, as the index tec the
; saying, let's see what determines this prime
lodern economists, is not denying risk, but

to focus on cother matters.

i. G is here reflecting the general teaching
:ical economics, reinforced by direct:
interpreted partly in the framework of the
and Marx both saw civilized countries as
than could be absorbed at positive interest
s revived in the 1930s.

; NOW cailed the "continental tilt" of
higher rates in growth areas like California,
from stable or declining areas in the east.

. prime rate at 20% in 1981, 102 years after
20 years after Mill's, makes one wonder,
‘est is our ultimate destination after all.

Capital shortage seems to be the lot of most economies, most of

the time.

. G is on stronger
an opposition of wag

|

i
rround when he scolds Mill for assuming always

rategs and interest rates. Too bad he didn't

gquote Mill more, butl!he could have for Mill is guilty.
!

4., Inverse, by G. Th

‘s is hard to measure directly, but he has in

mind that rents are very high in Londorn, and high rents imply a

high average product

5. G clearly says noj
thing; saving is anof
productivity of the %

of capital. But i.r. is low there.

here and elsewhere. Inventions are one
her, and there is no reason why the
‘ool should inure to the saver.




He also observes t
invention", but are v

6.
man sleeps.

Physioccrats,
proposal for
Yet he seems
disciple for
vehemently,

To the generative
This noti
the 1
a single
never to
they als

-~
L

G correctly associ
productive in nature
interchangeable and e
living forms, then no
demanding an increase
invest at all in thes
from what they pay th
a blunder. Fortunatel
central arguments.

Its main value is
invokes again and aga
Libertarian-Chicago £
and you will be able
keep plugging along.
a dead end.

7. Perhaps having sec
vields an increase wh
defined capital as we
everything, but expla
p.186 that "adapting™
exchange {and on p.73

capital, with no poss

hat i.r. do not rise with the "march of
ery low in the cradle of invention, England.

powers of nature, or life, which work while
on G shares with the French Economistes or
8th century. He alsc shares with them the
tax on land, and a policy of laissez faire.
have read their works, and he is not their
© originated the WFT which he rejects so

ates interest with time, and says time is
because life grows. But capital is
xchangeable, so i1f it yields an increase in
one will invest it in other forms without
there, too. He leaves unexplained why people
e other forms which yield no increase, and

e interest, so this has tc be written off as
y it is peripheral, and not fatal to his

to show the principle of arbitrage, which G
in, But here he is falling into the

allacy that the market will work it all out
to explain how if you just have faith and
Sometimes, yes; but this time he plugged into

ond thoughts, G here allows that capital alsco
en used in exchange. Recalling that he has
alth in the course of exchange, this covers
ins little, especially when he now says on

is also productive, without reference to

~74 he treats Rcbinson Crusove's canoe as
ibility of exchange).
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*Of Spurious Capital

e

1. What &8 “SPUriCL
2. Are land values cd
3. Do government bong
4. How do corporatior

capital received? (%%

if-quiz #7, Be. 121G, W87

'overs Book III, Chap. IV

and of profits often mistaken for interest"
5" mean?

ipital? 189

s represent capital?
s pay dividends on stock issued in excess of

jatered" stock is the common term.) 181




Phony.

No. See ‘handout,
a. Not if the mon
government., waste

C's example of wa
paraphrased from Mil
a love-hate fascinat
spending is justifie
part. However in the
pacifist. George cou
considered a just ca
landlords.

G might better,
is mainly to acquire
bonds represent. Thi
off the bonds. On p.
Andrew Bisset.

b=

Actual

on land as a distinetive factor,

&y was wasted. For some reascon, when we think

comes to mind.

ste is military spending. This is closely

1, whom G studied closely and for whom he held
ion. Mill hedged by saying sometimes military
1. G was not one to hedge,; and omitted that

ir persomnal and public lives Mill was the

1d be more than pugnacious in what he

nse, such as rebelling against tyrannical

in his cause, have noted that military spending

and retain land, so the land is what the
of course justifies taxing the land to pay
384 G gets arcund to noting this, citing
11y his biographers tell us that reading

ioi

Bisset's book The Strength of Nations, which describes the

military finances of|

Wm. the Conqueror and his successors, is what

crystallized G's thi?king on land taxation.

In the present paésage, however, G is on another track, and he

assumes that the tax
interest, not rent.

In 1886,

s in question will come from wages and
however, in another book, (Protection

or Free Trade?) G re%ised\this-position and said that all taxes
ultimately come out éf rent, no matter what their original impact.
This is another doctrine that he shares with Francois Quesnay, the

leading Physiocrat.

b. But public works are a
issued to build them

|
"productive” use of capital. Bonds
represent that capital.

He gives this point only half a paragraph; the second half

changes to an attack

was the age of robbe
a topical theme,
paragraph.

I

on stock watering by "incorporations®™. This
barons, and the journalist could not ignore

although he should have remembered to start a new

But in 1887, two vears before G published, Assemblyman Wright




|

|
of Modesto carried leilslatlon to let farmers form Irrlgatlon
pistricts which could |issue bonds to finance irrigation works, and
tax land in the dlstricts to pay off the bonds. Many pecple
consider these Callfoﬁnla districts tc be the premier practical
demonstration of G's land tax, although only at a local level.
They are, ¢nher=sulﬁgiy, a rural phencmenon, although G's main
influence was in c1tles.

:

The bonds are not ilens on the capital in the works, but on the

lands the works serve, :

4
i
f
i

4, By acquiring and eéploltlng a2 monopoly, so that profits are
much greater than a. return on the real capital used. On these
monopoly profits "certificates" are issued, and "interest and
dividends paid". (I.e. the promoters who created the monopoly turn
it into immediate cash by selling part of the company to new
shareholders; and borrowing on it by selling bonds.)

Curiously, for G, he never associates the railroad monopolies
with their vast land drants, and their rights-of-way. Instead he
attributes these simply to the power of massed capital.

It is not that he was unaware. He had fought vigorously against
Leland Stanford, the gp, and their corrupting influence in
politics, and in an earlier book had attacked their land grants.
One suspects that he &as holding in reserve his big guns about
land monopoly, to maintain the attention of readers who had been
trained to think in mére conventional terms. This was a period
when he allied with 5T01allsts.

Note the big dig a& Western Unicn, 1%3. G's newspaper had
suffered losses when WU, the big news monopoly of the time, had
treated them shabbily| and G had launched an expensive,

unsuccessful attack on WU.
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3. Capital is stored-
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h G desegribes as applying more labor to
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fferent from capital in exchange. They are
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1 while producing exchangeable capital, so
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rote of a conversion of capital between

- forms, with only the former constituting the
s explicit that this black/white distinction
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tually convertible. Thus Ricardo's wages—fund
nverting fixed capital back intc circulating
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r capital into exchangeable capital. So the
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get at the same phenomenon. '

ttention here on a point neglected by others.
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ther uses in time of need. This has the same

supply of capital.

ined where "the reward of capital and the
be equal.” This is nearly meaningless. It is
go fallacy again: when in doubt, invoke the

€ had he said "The reward for producing
hat for producing present goods." But he
t's not what he meant.

eory breaks down, and no one pays much heed

up labor, says G, following classical ideas
pital is also stored-up interest (generally
nterest" today). Capital is also stored up




Self-quiz #8, Ec. 121G, W87
Covers Ch. Vi, Book 1II, "The Law of Interest"

1. How can capital be lincreased? 195
2. What maintains parity between interest and wages, by G? 198
3. What is the relation of capital to labor? 198

4. How can capital get
5. Why does G say thatl

more without labor's getting less? 199
interest falls if wages fall? 199

6. Are capitalists a sleparate class from laborers? 200

7. What determines the
§. What happens to the

i.r.? 201
yield of investments in excess of the

common interest rate? 1201
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4. By adding more to ¢
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5. Because "else it bt
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d by the profession, even thoungh his name is
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rom income, whatever the source of income. It
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ined corporate profits are a major source of

ital and labor are nearly the same thing,
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g, it leaves us wondering why G needed Book
point that labor never depends on capital.
another manifestation of labor, after all,
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sutput. Neither takes from the other: "“each
5 to the common fund." Note the word adds.
ysis being born. :

nere, but the idea is that in the presence of
the marginal product of both labor and
each adds more to the common fund.

bcomes more profitable to turn labor into
it that makes it more profitable? It is the
hbital. If that rise causes more saving or
re efficient use of existing capital, that

merely tends to moderate the rise, not overcome or reverse it. G

seems here to commit 1
greater than perturba’

Curicusly, G misset
and thus land capture:
Mill did see this poir

!

the fallacy of making equilibrating reactions
tieons.

the point ‘that lower wages will raise rent,
some, and perhaps all of what -labor loses.
1t, in a clumsy indirect way we need not
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replicate here, but ne¢ither he nor G put it all together very
well: that was left t¢o Wicksell.

6. By G, the classes 'shade off into each other by imperceptible
gradations." There is| the western american speaking, and reacting
against the English assumptions of Mill, which irritated him, and
help account for his $ttack on the WFT of Mill, whom he generaliy
greatly admired. Mill|sympathized with the plight of the "working
classes", and sought to elevate them, but it never occurred to him
they were other than a separate class which he viewed with
unconscious condescension. There is a double entendre to
"elassical" economics) G is offended by the class scciety model,

in contrast to Marx who revels in it.
l

G rejects the assu$ption of rigid class structure also because
it restricts economicimobility. He is in danger of carrying
mobility so far as to have labor and capital melt inte each cother.
Here he backs off a bit from that and recognizes that workers who
labor before getting ?aid are essentially converting their
"wealth® -~ i.e. consumer capital **.into exchangeable capital.

This makes more sehse than Book I. If capital were just another
mode of labor, as he éays elsewhere, it would not be a 3rd factor
of production at all.!The péint of having three factors is this:
all production requirés some of each; and they are not convertible
into each other, so the returns of each factor are determined by
common forces, but separately from returns to the other factors.

|
7. The i.r.s is determined, like wages, by the productivity of
capital on marginal land. Few modern econcmists would disagree. It
is standard investment analysis tc rank investments in diminishing

order of rates of retbrn, and accept only those that equal or
surpass the "hurdle rate".

This would have been a good point, however, for G to have noted
that at the margin, where there is no land rent, higher wages must
mean lower rates of r&turn to capital. But G, like those he
criticized, had trouble dividing the world into more than two
parts. So, rather than make capital a true 3rd factor, he shifts
it from being merged with land to being merged with labor.

Modern economists,! for all their elaborate models and apparent
intimacy with mathematics, have the same problem. They divide the
world into two factors, labor and capital. Beneath the facade




1.

employments? 206-08

2.
3.
4.
5.
6.
7.

Sglf—quiz #9, EBc. 121G, W87 ]
Covers Chap. VI, Book I1I, “"Wages and the Law of Wages®

What causes the variation in wages between different

Where do wages equal the average product of labor? 206
What would G say about Say's Law? 208 '

On what wages do d1l other wages depend? 212

How are wages affected by locking up superior land? 212-13
What determines wages? 213 :

Of what law is the law of wages a corollary? 216
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l. G says A. Smith cbvered it well., Maybe so, but he left out a
lot that is considered important today. Labor markets are more
sharply divided than! the classicals may have allowed. Admission to
the class who receive wages of management is restricted by social

class and the class
as muach law at Citru

bontent of education -- you might learn Just
= Belt night school as at Stanford Law Schoel,

the most expensive one in the U.S.A., but the contacts and
references aren't the same at all. Financing expensive education
is called "creating human capital”. Here, at least, modern

economists follow G'

; preference for fusing capital with labor.

In this modern "certification socciety" some occupations are

closed off by licens:
old-boy networks and
always rewarded. It
that ethnic bias is
direction of bias wva;
irony.

hre. Within licensed groups cliguishness and
politicking guarantee that ability is not

is rumored in usually well-informed circles
sometimes a factor, although the strength and
ry with wondexrful complexity and occasional

So labor markets are not perfect, and only a fbol and an
ideologue would claim so. Quite a few Chicago economists do. But
neither are labor markets totally blocked -- after all, Lee

Iacocca made it, and

this nation has a long tradition of melting

in immigrants. But there is a permanent economic factor that

virtually guarantees

'the permanence of a dual labor market.

Wages of superintendence are generallylhigher for those who

have more assets to
owner's care and con

superintend. There being no substitute for an
cern, the law of diminishing returns tells us

that unegual distribition of wealth leads to unegual wages of
superintendence at the margin. Ross Perot's decisions over his
billions are much moke conseguential than yours or mine over oux
mites, yet we all hawe all the time there is, no more and no less.

So G may be overstating things a bit to assume so much mcbility
among all forms of lebor, but he would probably allow as much. The

exceptions really do
strengthen it.

2. On marginal land
We still teach this

3. The passage on 20
underconsumptionism
but on the whole he

little damage to his case, and even

(and, implicitly, using little or no capital}.
in production economics today.

8 supports it, but elsewhere we find hints of
in G. It is not a point he thought much about,
is the ultimate supply-side economist. No




economist ever devisged

increasing production.
supply-side economists

incentive taxation. Thiey are not the only hypocrites in

but mostly they use s

a program more thoroughly geared to

0ddly, those who call themselves

today have failed to take up the cause of

the world,
ply-side as an excuse to get preferential

tax favors for all property, implicitly assuming that all property
is capital, blurring the distinction of land and capital.

4. By G, all wages
be more defensible
and fall together,
substantially what G m
has a weakness for tak
determinant, and letti

to

5. Wages are forced 4o
Here, G foreshadows hi
the ear by dropping fx
his introductions.

6. See p. 213

7.
seen it, aithough "if
Churchill, in his yout
Britain, developed thi
over the truth only tg
nothing had happened.’

Chap. VII, "The Con

Of the law of rent.

depend on wages in the lowest stratum. It would

say that the whole structure tends to rise

subject to common influences, and that is

eans. Here, as in his interest theory. he
ing one part of the whole as the
ng it govern all the rest.

wn, along with the margin of production.
s major thesis, much &s a composer prepares
agments of his major themes and melodies in

It is obvious, but earlier writers have not
it were a dog it would bite them". Winston
h a crusader for Georgist policies in

s as follows: qguoth he, "Many a man stumbles
pick himself up and hurry along as theough
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relation and Coordination of these Laws",

recaps all that, and needs no separate quiz.

Self
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-quiz #10, Ec. 121G, W87

Covers Chap. VIII, Book I1I, "The Statics of the Problem Thus Explained"

1. What keeps wades ar
products rise? 222

1. The landholders' sk

Gl

On 223, just as on
interest get the leavs

\d interest from rising as their average
hare rises and soaks up most of the gains, by

171, he has rent taken out first, wages and
ngs. CE. quiz #5, §9.
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Sel?-quiz #11, Ec. 121G, W87
Covers Book IV, EFFECT OF MATERIAL PROGRESS ON DISTRIB. CF WEALTH

Cch. I, "The D%namics of the Problem Yet to Seek™

!
What question will|

Ch. XI, "The Effect o

Distribution of Wealth"

i

¢ address here? 227

How does Ricardo explain it? 227
How will G.apyroacé'the'question? 228
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Increase of Population upon the

i _
4. How does G differ from Mill? 231-32
5. How does added population affect the productivity of labor? 232

6. How
234-35
7. Is G rejecting the
8. Some of G's critics
purely agricultural tk
168, 235-43, 246, 257,
3. G has been accused

that has not occurred.

255,

i10. Why might G be cal
11. Was G right about
Montana®? 243

12. Who originated the
Buckminster Fuller? Ke

Chap. 11X,

13. What does G mean k
Beethoven? 229; 244.

1l4. What is the effect

15. What, rather than
wage rates? 246

16. How is the demand
17. What is "the final
is hastening."? 253
18. What ever happened
of California"? 253
19. what is an "unprod

"The Effect

does added pop&lation affect the preductivity of land?

law of dimihishing returns? 232-33

. have accused him of overgeneralizing from a

yeory, Ricardo's law of rent., Is that fair?

of forecasting a fall of wage rates, a fall
Is that his forecast? 233-34; 241; 253;

1ed the founder of urban economics? 235-43.
the "coal and iron beds cof Wyo. and

: concept of Earth as a Spaceship?
snneth Boulding? 243 °
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of Improvements in the Arts, ..."

by "the arts"? Botticelli, Rembrandt,

of improvements in the arts? 244-45
increased population, really forces down

‘for land affected by higher incomes? 247-49
| goal toward which the whole civilized world

] to the “"great machine-worked wheat-fields

luctive laborer"? 252
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next suppose the arts
method 1s patterned ey
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4. Mill says added poOf
while progress in the
rather understates hey
further, and comparing

Concerning the arts
population Mill had my
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It is not that Mill
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observation. He is an
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it, by Gl
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5.
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it, but f
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effect ig
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sites. These
suspects the

By associating thig
seeming to espouse the
diminishing returns is
later work, however,

e with progress?
ation. Mill says the same.

ation to increase, with "the arts" constant;
to progress with population constant. The

actly after Mill's Principles, the
lwed by G -= but with different findings.

sulation always pushes down marginal returns,
arts may raise them. G says the reverse. He
‘e the degree of difference, which by reading
r Mill, we find is extreme.

, G had much to learn from Mill; concerning
leh to learn from G. Chap. 2 is one of G's
suasive contributions.

had never heard such arguments before. He
but more out of personal preference than
English gentleman who cherishes a high
isolation, and he projects his preferences
, which he often tells us he doesn't like
yod, but an economist has to submerge his
shen analyzing the whole society.

r

There is a "more than proportionate
1.

'he increase is localized on particular
mainly to be urban sites, by G, but one
;. more diffused.

- increase with city land, G comes close to
. fallacy promoted by others, that

. found in farming but not in cities. In a
‘he Science of Political Economy, he

clarifies his position and rejects that fallacy.

7. G does not make it
particular sites can 4
whole nation or city.
returns on each parcel
the whole world. Mill
seeing diminishing ret

explicit that diminishing returns on

ind do coexist with increasing returns to the
It is clear that there cannot be increasing
., else one parcel would absorb the labor of
and others naturally went from that to

-urns in the aggregate.




Bow could that be

wrong? It is a fallacy of composition. It

overlooks the synergy among. the different parcels. But I can't

blame G for not addre
students in urban eco
Perhaps you do, too -

fair shot
ing returns a

9. G gays that popula
perhaps also raice wa
essentially borne out

As to the effects
takes some wild swing

10. The "story of the
about the earliest dg
linkages. G and his £
generation on the hig
into idiots who call
*urban populist®.

11, Not the iron beds

ssing this point explicitly because my
nomics have: found it extremely hard to
- but Exry!

grasp.

that
rural,.

at Ricardo, but G was the first to see
pplies to urban land use as much as to

tion increase will raise rents most, but
ge rates. This part of his forecast was
over a century.

of the arts, however, in the next chapter, he
s as we will see.

savannah®™, as these pages are called, is
scription of the powerful synergy of urban
ollowers focused the attention of a

h value of urban land, although you still run
him an "agrarian reformer". He was more of an

, which may have been a myth. But the coal

beds came on strong after 70 years, if not 50.

12. You be the judge.

13. Methods of produc
government, police,
same effects.
l4. To save labor,; an
This is one-sided,
land-~saving arts. Any
the average product @
example, p.241, "thoy
tiers..." For some re¢
population. But credi
construction, plannin
elevators, pumps, cen

G. unconsciously g
gpaceship earth and i

energy substitute for

tion and exchange; also knowledge,
anners and morals, which he says have the

d use more land, by G.

and not defensible. There are also
thing which increases yields per acre (aka
f land) is land-saving. G gives one such
sands of workers to the acre, working tier on
ason he attributes that entirely to increased
t is due zalsc to the arts of architecture,
g, and engineering which crafted the

tral heating, plumbing and sanitation, etc.

ives another example, p.243, in writing of
ts hatches. The arts of mining let mineral
animal energy, thus releasing all the




pastureland once used
used in farming {which
allowed a 50% increase
addition, tractors can
than horses could; the
for horses to handle;

Ircnically the poli
irrigation in Californ
increased yields that
irrigated farming. The
fruits and vegetables
eastern land out of ho
much eastern land for
what was all desert an
changed it.

2As an exercise, thi
that G includes govern
arts. ] -

G's mentor J.S. Mil
has a chapter on "Infl
Population on Rents, F
stresses that progress
doesn't even refer to
that he was directly c
lowers wages, while pr
this, and may even rai

Mill's treatment ig
runs all his effects i
effect on wage rates
wages). Still, G can h
on this matter and ign

The simple fact is
saving labor; when lan
and developing new laj
self~equilibrating tha
which has to be discou

It is ironic that ¢
market's equilibrating
equilibration and issy
forecasts and gloomy 1

for draft horses. If that was 1/3 the land
is roughly correct, I believej, that

in land growing food for humans. in

get into wet fields ea er in the spring
v can pull plows through claypans too tough
and otherwise increase yields per acre.

14
A

cies of G himself, applied to finance

ia, are responsible for much of the

occur when dryland farming gives way to
high yields of California farms have made
so cheap in the east as to have taken much
rticulture. California cotton has released .
other uses. All this producticn comes from
d swamp before irrigation and drainage

nk of some more land saving arts. Remember
ment, police, manners and morals among the

1 thought of a few, too. Mill's Principles
uwence of the Progress of Industry and
rofits and Wages", in §4 of which Mill

may be land-saving, not just land-using. G
this, much less refute it. And yet it scems
onfronting Mill, who said that population
ogress in the arts is all that may offset

se wages.

, to be sure, a little foolish because he
hrough the cost of food, and its presumed
if food costs less they will accept lower
ardly be excused for going off the deep end
oring Mill's argument. :
that when labor is dear, capital goes into
d is dear, capital goes into saving land,

ids, Thus the system is more

n G feared in this apocalyptic chapter,
nted as Jjournalistic hyperbole.

who expresses repeatedly his faith in the
powers, should overlook this kind of

e a doom forecast. But it was an age of doom

hinking, even though some look back on it




now as the golden age

15. The progress of i

of innocent cptimismi

nvention, by G. Here G directly contradicts

Mill, who said 1and-s%ving invention is all that staves off the

Malthusian doom that

unishes those who procreate excessively.

{BEach man was consistent in his personal life. Mill was no prude

but he was prudent. h
happy ending is that
G fervently when G to
still living, would s

16. Higher incomes in
firmer ground, and ev
link in his argument,
increases more than d
evidently meant, and

Land as a consumer
that is one to which

aving no children of his own; G had four. The
Mill's step-daughter, Helen Taylor, supported
ured England, and declared that Mill, if

wpport G too.)

crease the demand for land. Here G is on

>n understates the point. There is a missing
‘he is not explicit that demand for land
smand for labor. But that is what he

he was sensationally xight.

good is what is now called a "superior" one,
beople devote a higher share of their
richer. It is reliably estimated, for

spending as they grow

example, that only 15% of the increased resource use from 1946 to

date is due to increa
resource use per capi

F

ed population; the rest is due to increased

Ta.

: ]
For one example, driving and parking cars is incredibly
resource-using, when you add it all up: the oil, fueling the

military to secure th

0il, the parking space, the interchanges,

the freeways, the widér streets, the concrete and blacktop, the
rubber, the steel, the paints, the air pollution, and on and on..

And why do we have ca
larger yards, and ski
desert, and keep vaca
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g2? So we can commute out to houses with
farther from home, and bomb around in the
ion homes and country estates.

|

And the richer we get, the larger the estates. Walter Annenberg
has his own private gblf course in Palm Springs, using enough

water for a small towi

. pumped in from the Colorado River -- and

for lesser wealthy folk there are 50 other golf .courses soaking up
water in this desert.|More generally, the share of land in

residential real esta
in places like Beverl

In G's time the En
that "overcrowded" co
little more shooting

:

e value rises with wealth, reaching a peak
Hills and Avalon.

lish neobles kept wvast country estates in
ntry, and in Scotland and Ireland. To get a
and fishing room they evicted whole willages,




who could go press on

There is a vicious
for land. It increases
and thus increases the
who got a late start,
lives and savings to s
side of the wedge that
today we have a growin
even to rent a pad foxn
farm surpluses and a p
support milk prices. W
teen-age prostitutes e
shortage of prisons. W
underground economies,
around. We have. a nati
health, education and
whose sense of mutual
man for himself and th

Sc G had reascon to
the reasons quite righ
along the same lines I

17. "the absolute perf
labor redundant and @i
hyperbole.

We will see that G
off the land: labor—ss
and land-intensive pr¢
far too much weight or
more potent.

18. They were 1ncorpon
way Henry George recon
irrigated farms suppoX
indirectly. Cf. §14, &

19. This is an atavist
rejected (p.32), but ¥
G. T"Unproductive® hen

services for rich land
the customers and the

type of service per s¢€

+he means of subsistence somewhere else,

circular element in this increased demand
the wealth of those whe already have land,
ir effective demand to have more. But those
or have fallen in the race, or devoted their
erving others, they get caught on the wrong
is being driven through society. And so

g army of the homeless who cannot afford

the night. We have hunger in a country with
rogram to slaughter one million cows to

e have sickness without care. We have

xposed to disease and abuse. We have a

e have armies of people living in

and another army of policemen chasing them
on whose world-rank in every measure oOf
achievement is slipping dangerously, and

2id and solidarity is giving way to "every
e devil take the hindmost".

be apocalyptic, even if he didn't explain
t. And we have plenty to worry us today
e sketched out.

ection of labor-saving inventions®, making
spensable. As noted in §14, this is

finally has 3 reasons why labor gets driven
ving invention; increased demand for land
ducts; and land speculation. Here he puts
the first. It is the other two that are

ated into irrigation districts, taxed the
imended, and subdivided into small, intensive
ting a large population directly and

hove. '

ic throwback to a concept G has previously
'hich Mill kep%t using and so crept back into
e evidently means performing personal
‘holders, and is intended as a slam more at
servile relationship and mindset than at the

B




1. By causing landholders to withhold land from use, creating an
artificial scarcity, |just as combinations do.

2. Two reasons: a, léss rapid growth in England; b, English
farmers are habituatéd to being tenants. Landholders waiting for
the rise can lease land out during the wait.
| \ y

Critics of G havegwdnderéd why U.S. speculaters cannot gain by
leasing land rather than withholding it. Te a degree they can and
do. The answer seems 'to be that renting is a poor substitute for
the security that coﬁes with owning. Also, the prospect of rapid
change in best use causes even owner-operators to aveid improving
land in its present %se, as we see in growth areas all the time.

G evidently sensed a weakness in this argument, which is why he
overstated the first|one (about technological displacement of
labor). Later thinke%s have made it his major argument, however.
There ig a lot to it% but it needs more refinement.

3
]

3. Scattered them widely over the continent and interfered with
economical clustering. This has been heavily documented and is a
truism of American eﬁonomic history.

|

4., SBcattered it. G wgs the first economist to identify and
criticize what today'!we call urban sprawl, a manifestation of
market failure that Has today worsened 500 times beyond what G
observed. :

5. Scattered it. It is part of G's genius that when he spots a
principle he sees it at work throughout the economic system. He
did not write that "theory transcends technology" but he used the
principle to extend laws leéarned by observation in one setting to

help analyze others. Thus he saw continental sprawl; urban sprawl;
timber sprawl; and, on p.258, mining sprawl.

. ! _
Today timber spraﬁl is worse, thanks in part to market failure
but moresc to politi@al and bureaucratic failure. The U.S, Forest
Service, administering our national forests, cuts too slowly on
the good sites,'neglécts restocking when it does cut, and
overspends badly on extending expensive roads to lands of of thin




self
Covers Book IV, Ch.
1. How does the expect
a combination among la
2. Why is this factor
256
3. How has land specul
.5.A.7 256-57
4. How has land specul
cities? 257
5. How has speculation
6. Is land speculation
7. How does land specu
260 ‘

v
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, "Effect of Expectation Raised ..."

ation of rising rents produce the effects of
ndholders? 255-56

more powerful im the U.S.A. than in England?
ation affected settlement patterns in the
ation affected the settlement of growing
affected timber harvesting? 257-58

episodic or chreonic? 259
lation differ from commodity speculation?

8. What limits the "speculative advance of rent"? 260
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7. Commodities are rej
limited by cost of pr
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BAs noted earlier,

should never be cut but reserved for scenery,
hed protection.

ase level that is bad enough, but it rises to
is like "mania™ are routinely used by
soraries observing peaks of land prices, so G
h this ohservation.

ave in the saddle a generation of economists
tory they are spinning fantastic theories.

~d by “"rational expectations™. History laughs
Rconomic man is a mob animal, and mobs are

broducible; land isn't. Commodity prices are
hduction, both up and down; land prices start
5 without limit. -

capital can be land-saving, and land-saving

investments temper possible land price increases more than G
allowed. Latter day Georgists have failed, alas, to modify his

doctrines accordingly

8. On p.260
sales price which he

the advance in rent c
speculative

However, from here
lockstep. Too bad, be
this the V/R ratio, m
the P/E ratio of Wall

¢
fa

E
]

G suddenly blurs over the distinction between rent and

rew on p.256. What he seems to mean here is
used by locking up good land caused by

overpricing by land with holders.

lon he treats rent and value as moving in

tause they don't. For future reference call

caning Value/Rent. It corresponds exactly to
iStreet. :
|

Anyway the limit on rent is that the other factors must be paid

enough for workers to|survive and capital to be formed and
replaced. This leads to his fascinating explanation for boom and
bust. Remember that Smith, Ricardo and Mill barely touched on this

topic of overarching

By G, there is no

important.

room for any rise of rents where workers are

already squeezed to the bhone. But in new countries with higher

wages, rents can rise

by cutting into real wages and returns to




|

investment of real caiital. Periodically rents rise too much,
bringing *recurring seasons of industrial paralysis”, and to nhew
countries "seemingly long before their time, the social diseases
of older countries; (producing 'tramps' on virgin acres, and
{breeding} paupers onihalf—tilled seil."” 259

is theory of business cycles, a pioneering

- G is leading into
effort. There was no ieal study up to this time. There were
complaints of "oversupply" (such as may be expected from any
self-serving combination of producers), and general refutations
from Say and Mill and|others that oversupply was meaningful. But G
is the first.to have faced the matter head-on and made it a major

part of his work.

Mill's contribution to the subject is limited to one page in
his Principles, Bock 1V, Ch. IV, §5, where it is incidental to
explaining the falling rate of profit.
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immigrant, an outsider, a misfit, a

complete social critic with 1ittie apparent
pélicies his analyses mignt imply.

m? He was original and insightful to a

remarkable degree, and a prodigious scholar.

3. V's term for rent
reward a producer or

4. We can only infer
community, even as G
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8. By V, absentee ow

i.e.
saver.
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income that is "free" ¢f any need to
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that V thinks ﬂ} belongs to the whole

does.

land as you can get, and gain as an absentee

xtra tand and hold it for its prospecti#e free

tion"., By inference, people hold extra land

+ even analyzing the investment.

hership comes first; it is the bed of
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Procrustes, and operations are stretched oul to fit the
landholdings, at consjiderable economic cost.

This view is “more|Georgist than George". George, like Marx,
was impressed -~ snowed? -- by the claims of economies of scale.
His land tax was designed to get the economic results of equal
Tand division withoutithe presumed economic costs. V en the other
hand says that land speculation {absentee ownership} is so
powerful a force that|it forces farmers to adopt large scale
"extensive" culture.

Who was right? G's[{followers now say "let the market decide.
Just tax the land and|the market will determine the optimal
scale." Experience with heavy land taxes in some Irrigation
Districts suggests that they lTead to subdivision and small units,
but a lot depends on ¢ircumstances and the particular lands and
crops and times. o :

9. Increased it. And $ince some can't get it as easily as others,
we may infer that this screens out many otherwise viable farmers.
6 would agree, but note that taxing land reduces the purchase
price and thus reduces the need for credit.

10. Increased them, n$t just by oversizing operations and by
increasing credit nee?s, but also by scattering the settlement of
farmers. |

11. By ¥, what can be!obtained by and is needed for workmanlike
powers and tangible pirformance; Unlimited greed, he implies, is
the result of the exi{tence of free income, and is only possible
for those who have or{can get free income. Pp. 139-4C contain one
of the most soul-searching passages in English Titerature. It is
¥'s genius to take attitudes we take for granted and make them
seem ridiculous.

12. Loneliness, a product of scattered settlement. Veblen as an
‘individual evidently gave generously to assuage such Toneliness,
but one man can only do so much.’ '
The desperately lonely Norwegian immigrant wife is

the theme of Ole Rolvaag's novel Giants in the Earth, which was
required reading in high school English in the 1930s. The wife in
this novel does indeed lose her mind, and if you visit Dakota 1in
the winter you can understand why. Many Norwegian immigrants
solved the problem by!joining the Mormons, who lived in villages.
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Chap. 1: "The Primary
Depression™
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121G, W87

“The Problem Splved"
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i .
Bogk V:

Cause of Recurring Paroxysms of Industrial

What is the main c{use of depressions? 263
a. What does "proxi

mate® mean?

b. What "other prc%imate” causes are cited? 263

3.
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speculative game? They
use it while it continues to rise in value, and they get the gain?

0
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Veblen, p.53.
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| 266
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the overproduction theory? 267
the overconsumption theory? 267
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Is this overproduction, overconsumption, or something else?

the capital waste theory? 274
r.r. building to the ensuing deadlock?

e suddenly, if the cause is a slowly rising

land values? 278-80
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i. The speculative rige of Tand values cuts into the earnings o¥f
Tabor and capital.

2. a. Immediate and evident, as opposed to initiatory and basic.
In a 3-car crash, sayi A hits B, making 8 hit € off the rcad. Then
B is the proximate cause of C's damage, but A is the initiatory
cause. _

b. Economic interdependency; currencies that contract when most
needed; alternations in commercial credit; tariffs.

3. By ceasing production, it is their only way of resisting. In
practise this means what? Decltining to buy or rent land at the
high asking prices.

There is room for dreat elaboration on this simple idea. Some
will rent or buy lessiland, and use it more intensively. Some will
buy as much land but yse funds they otherwise would have used to
improve it, thus becoming withholders themselves. Some will
organize and pass rent-control laws. Some will sleep on the
street, or sell from the sidewalk., G never developed the details
of this theme, central as it is to his theory, and the specific
mechanics remain fuzzy. - ' A

Prior to ceasing piodﬂction you would think that wages and
interest were first forced down to a minimum. History does not
show this. In fact, iJr. rise just before major crashes, as G
nimself notes much eavlier on p. 21ln.

I believe his theo#y could be modified to incorporate this
fact. Overpricing of Jand leads to overallocation of capital to
land-saving investments, which wasfe of capital leads to a
shortage of disposabié or “circulating" capital. But George, alas,
could never incorporate this idea without accepting some of the
wages-fund theory against which he had preached so vigorously in
Book I. The trouble wlth vigorous preaching is that it Tocks one
into positions he,migit benefit from abandoning.

4, Many do. In a sensé a1l do, because no one can justify buying
and holding land at today's prices without counting the future
advance in price or rent as part of his gain. Thus everyone is
hooked, forced by the market to participate in the speculative
game, once it gets stérted. ATl become implicated, emotionally and
politically, whether they like the principle or not. As Vebien
said, we all become “ﬁabituated“, by which he clearly meant
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an economics. Adam Smith wrote in 1776

ess of the cities is what stimulated the

al areas. Cities certainly do require a food
farm materials is a seminal urban activity,
a large city other than Las Vegas springing
he other hand it is a truism of geography

te great cities; certainly the gold mines

er did.

or misstated his point here, but still
massive development of California farming
ontributed a lot to the overall prosperity.
Tance: the cities also contributed to the

G of all people, urbanist that he was,
Choking off urban growth will also stifle
ce urban growth depends on improving urban
is still safe. He just misstates it here.

1936 at least was notable for the reverse,
e germ of a correct description: labor is
pations more directly concerned with Tand to
e value of land is a less perceptible

ng land by value (not area) a lot of farming
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that disemployed labor homes in a depression. 6 wouldn't have seen
such of this in his Califernia, but the eastern states are full of

such refuges: the Ozarks, the Appaltachians, the Taconics, the
North Woods, the riveg hills, etc. Here, the value of Tand is a

small element in whatever is produced.

20. a. By diverting cdpital to an unproductive use. Here, G misses
a main point of the classical wages-fund expianation. It is not
that the use was unproductive, but that it was not immediately
productive, and the capital stopped being recovered to
recirculate. As Ricarde would say, circulating capital was
converted to fixed, reducing the available wages-fund.

b. It is something else: depleting circulating capital.

21. By citing the waste of capital in the Civil War, which did not
bring on a depression] Keynesians long made the same argument
about World War II.

That is a bit glib| The confederate states remained depressed
for 75 years. As for the others, much capital was raised in
Europe. And even that was only enough to finance a boom for 6
years, 1866-72. It is|possible that the boom was so short, and the
following depression s$o long and deep, because the railrcad boom
drew on shallow reservoirs of capital, owing to the wartime

depletion.

that Civil War finances exhausted the

ess more than large, and contributed to the
economic power that occurred post-bellum.
well represented by the railroad pattern:
unneled into the rails, controlled by @

e capital was available to develop the small
s opened up by the rails.

It is alsc possibl
capital of small busi
swift concentration ¢
That concentration is
too much capital was
wealthy few; too 1itt
businesses on the lan

Wars do many thing$ besides shooting up capital, so the subject
is too big to cover heére. What G lacks in this chapter is a cogent
a priori reason that ¢apital waste is no problem. Of course he
developed that theme at length in Book 1, so if one accepts Book
I, G is right. Otherwise, shortness of capital -~ or, as Ricardo
and Mi1l1 said, of cir?u1ating,capita1 -~ can be a problem.

Bt St — D —

22. G says the r.r. bLde1ng boomed up asking prices for jand out
of the market. .

One wonders if thi$ isn't too simple. How about land which is




already in use? Won't it simpiy become more intensively used? How
about land-saving inventions and investments -- won't they be
stimulated? How about ltand-iinking investments Tike mere
railroads? Won't they be -- and weren't they -~ stimulated by the
high price of land? B

The proximate cause of collapse in 1873 was the inability of
investment bankers, notably Jay Cooke, to peddle new railroad
bonds. It was, that fi, a drying up of investment funds. This same
Jay Cooke had successfully underwritten large federal bonds in the
war. If the r.r. bonds were just a bucket in the tide, as G says,
why did this great company coliapse from inability to move them?

It seems that G's theory meeds to be extended. The land boom he
cites is undeniably true, and heavily documented in both earlier
and later cycles in the same pattern. The fault is that he sees
only one of the effec#s of high land prices. He does nol see that
high land prices stimylate land-saving and land-linking (i.e.
transportation) investments until these absorb and freeze much of
the available capital o

S L

—

23. The developing areas are supported by credit extended from
older areas, until the credit is called in a panicky rush.

Now here we have s¢mething, although & unfortunately
trivializes it with his example of the English merchant selling
gaudy calfico and Birmingham idols (Birmingham in those days meant
tacky or schlocky). The heavier credit went to finance rails and
cattle and such substantial developmental items.

J.S. Mill had advanced a related idea in his chapter on the
tendency of profits t9 a minimum (Mil11l, Principles, Book IV, Ch.
IV, §5). Mill sees profits driven down to a minimum by the
formation of more capital than can find profitable use. Then
investors, rather than accept safe, low returns, give a "ready
ear" to riskier ventures promising higher gains but risking great
losses, which in factloccur.

Modifying Mill with G's idea, profits are driven down, not by a
glut of capital, but overpricing of Tand. Then investors give a
"ready ear" to riskier ventures -- and more deferred returns, in
land-saving, Tand-linking ventures. When the Tand bubble collapses
these risky ventures in saving land prove to have been 111
advised, Tand now being too cheap to warrant such outlays to have
saved it. Thus the capital is lost, and there is Tittle recovery
with which to meet the next payrolls,.
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Self-quiz #15, Ec. 1216, W87
Covers Book V, Ch. II, "The Persistence of Poverty ..."

1. What holds down wapes, by G? 282

2. Is 6 distinguishing rent from land va?ue? 282 83 .

3. What does the natural man give up in becoming part of an
interdependent economy? 285

4. How does .6 express| the value of rent refative to wages? 194
5. Have real wages rT;en much in 1,000 years? 289

6. What does'G mean by "land monopoly", a term he throws around
freely? There are many landholders.
7. How does @ go from the general to the particular? 295




So when modern tax
themselves as they gr
the sense of the 16th
But they are fighting
vested int

a powerful
threatening ideas as

means of jailing thos

ideas.

Let's repeat G's ¢

million Americans as
as workers?
and conditions,
doctoring,

from property income.
trillions.

The NIPA accounts

the entire gross inco

impression that rent
method gives a startl

5. Not if we believe

cathedrals also stand
not as hard up as som

6.
following their lead.
"texts, which use the
chance to read.

7. ¥hen he says
from one great princi

the principle is true
“Theory trans

device.
principle like dimini
just as gravity appli

Among Georgists th

cat", a reference fo

{p.295) being that of

That see
and d
rearing, e
most pecple leave whe

The Tand ¢

Adam Smith and J.3

"Mono
could not be reproduc
would have no new pro
connoted what today W
resources that had ea

Yolat

protesters ask why they can't depreciate

ow old, or claim that wages are not income in
!kmeadment, they are not making it all up.

a new conventional opinion that is backed by
erest, one that operates by ridiculing
crankish and eccentric, and is armed with

e whe seek to implement those threatening

omparison today. What is the value of 231
slaves? Are we worth $50k each, net, purely
ms quite generous when we include all ages
educt all costs of birthing, nursing,
ducating, transporting, etc. It is more than
n they die, even though most of bequests come
At $50k each we would be worth $11.5

f the U.S.A. is worth about the same.
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me of labor as wages, thus giving an

ijs a small share of national income. G's
ingly different perspective. Think about it.

Hallam and Rogers, as cited. The Gothic
as evidence that our medieval ancestors were
e would have us believe.

Mi1l used the term and G is merely
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es to all materials.
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recognition, the epiphany on the road to Damascus, the conversion
and understanding never lost once gained. Once you see the cat you
see it in everything. i

This can make one a great bore, of course, especially if one
sees cats where there lare none, and overlooks horses and giraffes.
But many social facts [do indeed "group themselves in an orderly
relation® according to G's principle.

Once again, now, what is the principle? That land rent rises to
absorb most of ‘the gaijns of material progress. &'s example on 294
is telling. Manhattan |Island passed for $24 in the 17th century.




Self-quiz #1&, Ec. 121G, w87
Covers T, Veblen, Intro., and Chaps. I-III

1. Wwho was President [when this book was published? How would you
characterize the political and social mood of the times? Compare
the times with: 1879; 1913: the present.
2. In the Preface, how does V promote himself at the expense of
other economists?
3. Is absentee ownership (AQ} Lnev1tab1e? 4
4. Is AQ desirable? 4
5. Does theory lead or lag practise? 3
6. Who is challenging AO? 5,8
7. How are statesmen reacting? 8-9

In whose interest? 7, 8
8. What is V's "red line of cleavage®? 9

Note: In spite of (his impishness there is no double entendre in
V's use of "cleavage'. Its most common current meaning is a
product of our modern prurient culture and was unknown to V.
9., Is the problem prgduction or distribution, by V2 9-10

Chapter II: The Growfh and Value of National Integrity

1. What is the "competence" of AQO? 12-13

2. How does V find sypport in John Dewey? 16

3. What elements do you find in Ch. 2 that derive from H. George?
4. What two topics are the organizing themes of this and the next
chapter? 21-22
5. Are there modern parallels to the attitudes described on pp.
29-307?
6. What is "Mercantilism"? 32

7. What was different about the ante*bellum era in the U.8.A.7 33
8. For whom, by V, i¢ imperialism practised? 35 .

9. What is V's attitude toward the ®"loyal citizen"? 36




Chaep. I: Answers
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additional property is absentee owned.

Thus V puts the smaliholder on the side of the landless
proletarian. That is Jlogical, and compatible with V's philosophy
about workmanship and|property. But V seems to be overlooking the
historical eviderice, which explains so much about society, that
just a little property, just a little stake in the system, often
turns radicals into reactionaries. ‘

9. Production. V's major grievance against AQ is the way owners
combine to restrict obitput. This sharply divides V from other
radicals who emphasized distribution, and is strikingly
inconsistent with V's|contempt for material luxuries for himself
and others. Consisteney is not V's strength; needling is.

But V is in tune with the evolution of economiec analysis, which
was away from distribution and towards micro-economics, whose goal
is finding the best allocation of means among competing ends. V's
main concern is monopply restrictien of output.

kkkk*x

Chap II: Answers

1. "...means in excess of what the owner can make use of,
personally and without help; which is alsoc a convenient definition
of absentee ownershipi{" BAgain, it is the balance between
ownership and labor pewer that V stresses, and imbalance which he
obviously deplores, in his sarcastic indirect way which pretends
only to describe, not|to judge. '

A0 makes one a "substantial citizen", by letting one "avoid
work in some useful ogcupation.”

2. Both believed that|rules of conduct should adjust to changing
conditions, a viewpoint labeled by its critics as moral
relativism, and situational ethics. V's followers call themselves
*evolutionary” economists, a bracket that also embraces Marxists.
But it excludes most Georgists, who have "seen the cat" of
universal principles that endure amid the shifting sands of
technology. (Dewey., by the way, was an avowed Georgist, and it may
be that critics and eVen friendly popularizers have distorted his
true meaning, which is that ideas are plans to solve problems in a
social context. Henry|G posed a problem and develeped a plan to
sclve it, a procedure;exactly in line with what Dewey prescribed.)




3. 12, RO yields something for nothing

13, nations are predators
20n, AO claims uneafned income
22, nations acquire land by fraud and force, and get unearned

incomes.
29, something for n
population
33, tariffs are vexgtious,
33, people pursue unearned gain by taking over

hthing is at the cost of the underlying

and U.S. land policy was thriftiess
1and and holding

out

4. Natural Rights {1.e. property) coming in Chap. IIIL.
National Integrity, in the present Chap. IIL.

find V's organdizing themes. They say his
lectures were even worjse, and he mumbled besides. It was a useful
defense mechanism in 3 repressive era, but no ohe will ever point
+o his work as an example of masterful organization, as they do

Progress and Poverty.

You have to dig to

5. If you haven't noticed you must be dead. And Veblen says it so
memorably, "...reticence tempered with prevarication”.

6. National policy based on the assumption that internaticnal
trade is a zero-sum game. An incidental mercantilist belief was

that accumulating gold is desirable in itself, and Adam Smith's
Wwealth of Nations targeted this particular fallacy, with which
therefore most people today identify mercantilism. ¢

7. The community at large, rather than just big business, had more
voice in government. The Civil War followed by the corrupt Grant
administration profoundly restructured political and business

power.

8. For AO, to enlargeltheir dominion beyond the naticnal
frontiers.

9, He is a sap whorloyally and proudly supports the very AO that
is exploiting him.
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Se}f
s and Poverty, Book VI, "The Remedy"’

Covers Progress

1

Page

-quiz #17, Ec. 121G, W87
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Page 2
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na to illustrate his point about the effect
rates? 205, 308

hn and educability simply made education
qjranted by employers, and did not prevent
ibsistence minimum.

hare dJapan, where the life of students is
irly age. Students are trained to cram for
hours of sleep a night. Exams are used not
earning as to test endurance and docility.
h. The suicide rate is a pretty good index to
heir own lives. Natural savages may suffer
not by their own cheice.

‘'works", in spite of the misery it brings.
»f land in Tokyo rises to $10,000 per sqguare

the maximum found in major American cities.

hara kiri if you fall into a piece of that

and to jllustrate his point about the effect
rates? 306

tato in Ireland {the "Irish" potato is of

h) let the Irish live on less land, so they
be potatoes are land-saving it would seem G
the story. Land-saving technology lets rent
ke it is used, but should release marginal
bge rates at the margian -- a “paradox" that G
t most simply, land-saving technology raises

rent per acre, but lowers rent per worker.

What did & leave o0

t of the story here? There must have been

clearances and enclosures which offset the otherwise benign

influence of the land-

7. What woulid € say a}

7. Where it becomes hj

rsaving potato.
sout DINKs? 306

ibitual for wives (and children)} to work,




wages are driven down
whole families workin

In these examples
not always rememberin
at the margin.

8. By G, which is cau
the material conditio

the material
Raise the

8. By G,
qualities.

One is tempited to
much harder immigrant

harder tew Yorkers st

interpreting the evid
higher wages act to i
classes". Much of the
spoiled American kids
income, and/or the pa

Page 3

so that subsistence is impossible without
g.- |

G is drawing on his labor-unicon doctrines and

se and which is effect: personal quailities or
ns of 1ife? 309 Do you agree?

conditions of life determine personal
conditions and character timproves.

reject this idealistic view by looking at how
s work than native Americans do; how much

udy than Californians de. But before

ence this way, read G closer. He says that
prove the character of "the laboring
dissipation and idleness we Qbserve among
may be the result of their parents' rent
thetic emulation of the rich by wage-earners

without unearned incomes.

How about this. Th
to preserve that weal
land, the income flow
and training are at a
wears out and turns o
managed. Thus in a so
would be only the pos
character and abitity
unearned income in pe
receive it and those

In Kuwait, the hig
a social dividend. Th
and other landless pe

The upshot? It's n
issues af real consegqg
more than you can say
big questions.
"Bunyan"?

8, Who was

e children of wealthy people must be trained
th, or they will lose it. If the wealth is in
s effortiessly in and the need for character
minimum. But if the wealth is in capital it
ver and must constantly be reinvested and
ciety with low rents the possession of wealth
session of capital, and would require more

, not less. It is the ability to receive
rpetuity that spoils people, both those who
who observe it and grow cynical or emulative.

h oil rents are divided among all Kuwaitis as
e result is that Kuwaitis import Palestinians
ople to do the hard work.

ot as simp1e as G says, but he steers us to

yence and suggests deep answers, which is
for-most writers. G was not one to dodge the

310
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9. John Bunyan, authon of Pilgrim's Progress, a widely read
moralistic tract in G69s time,

10. How, by G, do unidns affecf wages? 310

10. Unions raise wagedg in the affected trades, at the expense
solely of rent. "The rate of profits" is not reduced. Here, 6
evidently means the rate of return on investments of capital,
which he had originally resolved te call “jnterest", abjuring the
use of the word "profits“. He alsc clearly means returns to new
capital; he notes thay "fixed capital" (evidently meaning sunk
capital) might well be milked by a union.

He denies that unions lower wages in other trades. Butl on p.312
he seems to contradici this indirectly when he says that the
amount of work called|for in the unionized trade might diminish.
If so, that would cledriy tend to raise prices; and also shunt
workers into other trades, both tending to reduce real wages in
other trades. '

11. How does “fixed" gapital circulate? 31l

meaning it wears out fast and yields a surplus from which it is
replaced. Here, as elsewhere, G makes capital out to be highly
plastic and accommodating. -

hat the distinction between fixed and

a difference only of degree. AlT capital
pital simply circulates more stowly. But

o noted that the difference may be very
great. Some capital yjelds back this surplus only very slowly, and
the freezing of much capital in fixed forms can seriously deplete
a country's fund of circulating capital ‘with which real wages are
paid.

Ricardo had noted
circulating capital i
circulates; "fixed" ¢
Ricardo, unlike G, al

The missing link ig 6's argument is his overlooking this
Ricardian point, which he should have used as follows. High land
values stimulate landisaving and land-linking investments. Such
investments are more 'fixed" than labor-saving invesiments, i.e.
they circulate or turp cver slower. Thus, high land values make

liquid capital freeze|and clog the macro-economic pipelines.

11. It is "only somewlat less mobile than circulating capital,
b
i

12. How would it affe¢t the product mix te double wages in a




17. ¥What lets landholy

17. The fixed and def
produces the effect o

One could add more;
you have one employer dealing with many

many men, s9 already

employees. Then there
in their very nature .
landholders, has habi

inite nature of land.
F combination even without combination.

are combinations. |
tually exempted corporations from the rule
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Hers combine easily? 315

Also, Specnlaticn

in '1
B oM

Much lgnd is arge holdings, employing

is Veblen's cogent point, that corporations
But the law, dominated by

against combinations and conspiracies.

18. Why are unions in
18. Because a strike
organized tyrannicall

My experience with
served as economic col
government in B.C. (t
NDP). My job included
policy. The unions wo
a government they ele
Businesses were very
to argue against gove
organized so tyrannic
participate in a free

19. How does G's brea
from the breakdown in
19. 6 has two kinds,
Coop. in supply means
by a "Cooperative" to¢
consumer coops, which
market for organized ;

G's coop.
includes sharecroppind
etc. These arrangemen
participation. They a
high levels of comple

is an act of warfare,
Y.

hsultant to & labor {(they spell
hey call

i1d never participate, even though I
cted,
harticipative, even though they came
rnment policies. It seems the unions

P

kdown of “cooperation" into two parts differ

day,

in produc
3s selling on commission, profit-sharing,

ts are seldom called “cooperation" today, but
re very common in most trades, and may reach
xity and sophistication, as in.cinema
distribution contracts. : '

-]

1erent1y—tjrannica1? 315-16

and armies are

unions has tended to confirm G's view. I

it “labour™)
it the “New Democratic Party", or
economic
was with-

grganizing conferences on issues in

and 1 invited them repeatedly.
mainly
are

11y they could not or would not let any rep

discussion,.

common use today?. 316 ff.

~ooperation in supply, and in production.

displacing middlemen. This is what we mean
and two main kinds are recognized:
are retailers; and producer coops which

suppliers.

tion refers to participation in risk, and
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many men, s¢ already
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ers combine easily? 315

nite nature of land. Also, speculation
combination even without combination.

Much land is in large holdings, employing
ou have one employer dealing with many

‘employees. Then there|is Veblen's cogent point, that corporations

in their very nature
landholders, has habi
against combinations

18. Why are unions in

i8. Because a strike

/

organized tyrannically.

My experience with
served as economic cox
government in B.C. (t
NDP). My job included
poiicy. The unjons wo
a government they e]e%
Businesses were very
to argue against govey
organized so tyrannice
participate in a free

3
h

19. How does G's break
from the breakdown in

19. G has two kinds,
Coop. in supply means
by a "Cooperative" tog
consumer coops, which
market for organized

{

q

G's coop. in produd
includes sharecropping
etc. These arrangement
participation. They ay
high levels of compleld

3

distribution contracts.

re combinations. But the law, dominated by
ually exempted corporations from the rule
nd conspiracies.

erently tyrannical? 315-16

is an act of warfare, and armies are

unions has tended to confirm G's view. 1
sultant to a labor {they spell it *Tabour")
ey call it the “New Democratic Party", or
organizing conferences on issues in economic
1d never participate, even though I was with
ted, and 1 invited them repeatedly.
articipative, even though they came mainly
nment policies. It seems the unions are

11y they could not or would not let any rep
discussion.

down of "cooperation™ into two parts differ
common use today? 316 ff.

ooperation in supply, and in production.
displacing middlemen. This is what we mean
ay, and two main kinds are recognized:

are retailers; and producer coops which
uppliers.

tion refers to participation in risk, and

, selling on commission, profit-sharing,

s are seldom called "“cooperation" today., but
e very common in most trades, and may reach
ity and sophistication, as in cinema



Page 7

20. What forms of participation are common today?

20. Farm sharecropping; mineral royalties, delay rentals and
bonuses; commercial rents which include a cut of sales;
commissions; ESOPs; profit-sharing; etc.

21. Name some successful coops in California.

21. Sun-Maid Rgisin Growers; Diamond Walnut; Sunkist; Calavo; Gage
and other Mutual Water €os.

Canal Co.,

22. Are they always geared toward promoting abundance?

22. They are exempt from prosecution under the anti-Trust Acts,

thanks to the Capper-Volstead Act of 1922. They often act like any
ng and exploiting markets, destroying

other monopoly dividi

surpluses, and controiling output,

23. What is the "colonial or metayer system"? 317

23. Metayage 1is Frenc
share-cropper., The wo)

24, What was a "lay"
24. A % of the whalin

25. Why does & not exj
tenants? 318

25. It is just anothe
attractive to the ren
simply raise rents, af

26. How does G regard]

26. Negatively. He for

n for share-cropping: a metayer is a
rds are used in Europe. '

(in 1879)? 317
3 catch, given in lieu of other wages.

yect sharecropping to improve the lot of

r way of ce]!ect1ng rent. If it is more
ter than the equxvalent cash rent, it will
d force ctash rents up too, to compete.

income taxes? 320

resees "a large number of officials clothed

with inquisitorial powers; bribery, perjury, evasioen, and
demoralization of opimion, a tax upon conscience and a premium

upon unscrupulousness
wealth." Pretty good

27. Was he right to tr

. a2 lessing of incentive to accumulate
forecast.

reat income taxation under the heading of




dirigisme
Interference")?

27.

taxes are called
\ﬁithnn#' Aietnm+d

BEW W W Wl D L W )
the mark.

Z8.
governance of Paragua

(which he calls

It's worked out that way,
iineut
ng ing

Page 8
"Governmental Direction and

hasn't it? In some textbooks income

that is a way of raising revenue
But €'s insight here was more on

ral®,

sptives.

Did the Jesuits really cover themselves with glory in their
y? 320 '

28, Not if we judge by the modern result, the bloody iron tyranny

of Alfredo Stroessner
in Philippine affairs
not to question their
results.

29. What role for rel:

29. G, the only econo
sincere intent, notes
presuppose & strong r
daily growing Tess".

30. What does G mean,
30. Society lives by

be stifled and suppre
31. What was "free tr

31.
and

A British movemen
use, in the belie
its best use. British
and entail and other
collectively as mortm
imposed by persons no

legal term from the French,

Jtalian mane morte, a
depending where you st

Free trade in land
then and there just as
hardly mentioned in EJ

The Jesuits have also played a strong role
with net results such as you see. This is
talent, ability and dedication, but only the

gion does G see in public affairs? 320

ist who routinely quotes Scripture with
that the success of socialism would
1igious faith, which is "wanting and is

"Society is an organism, not a machine"? 321

he individual l1ife of its parts, who would
sed if regimented under socialism.

de in Tand"? 321-22

to free land from all restrictions on sale
that the market would then allocate Tand to
land had long been subject to primogeniture
estrictions on alienation, known

in (dead hand) proevisions because they were
dead on persons ngw Tiving. (Mortmain, a
should not be confused with the
method of flirtation {or sexual harassment,
and on this touchy issue).)

was the conservative version of land reform,
here and now in the U.S.A. The matter is
wood Lawrence, HG in the British Isles, but




is extensively treate

32. How does G critic

32. It merely allows
the form to which it
the ohjective he to é
free trade in land wo

33. How doges 6 critic
falling? 322-23

33. a. Value per acre
falling, so in value

b. The share of th

A few years later
article calied "The
put down rudely by (f
the Census, President
of the American Econd
indeed. & replied hes
demolished Walker by
Curve, & means of exp
the mean, rather than

‘This debate may be
George's Tater book S

Page §

d in Roy Douglas, Land, Peopie and Politics.

ize free trade in land?

“the ownership of land to assume more quickly
tends", i.e. the form of concentration. So if
gqualize the distributien of economic power,

uld not help.

ize census data which show mean farm sizes

js rising faster than acres per farm are
terms the mean size is rising.

e“populatidn owning Tand is falling.

G did a much better job on this point, in an
arch of Concentration". He was challenged and
ormer) General Francis A. Walker, Director of
of M.I.T., and Founder and First President
mic Association -- a formidable figure
tedly in a celebrated debate in which he
inventing what is now called the Lorenz
ressing concentration as dispersion around
simply the mean itself.

' found as an appendix to most editions of

Since that time th
farms according to si
what % of the Tand, t
“concentration has bee
analysis and forecasti

6's only failing i
bed of Procrustes, sa
rising with the size
Veblen is more on tar
units grow larger of
economies. Landholdin
operations grow large

ocia} Problems.

e Census has reported on farm size by ranking
ze and telling us what % of the farms contain
he way G said they should. And the trend of

n consistently upwards from then to now. G's
were sensationally right.

n this matter is that he misidentified the
ying that operating economies of scale,

of machinery, are what make farms get larger.
get here when he says that landholding

their own accord, without regard to operating
g units are the bed of Procrustes that make

r.




Piling irony upon i
farming fails to see i
a "technological deten
he was a farm boy and
operations. (As to Man
Tittle industrial expe

34. G cites California

farms of 106,000 acres.

Dakota farms or Califo

34. Today we Tind seve
acres; Boswell's is ab
Salyer, Tenneco, Ranch
Texaco, Arce, Chevron,
(North and South) Dako
per acre than in Calif]
There is also much les
California. Dakota is

concentration, but in

Are there greater ¢
California than the Da
where small grains and
speculative value of f
climate and Técation &
subsidized irrigation
urbanization is wbiqui
this drift toward canc
Veblen's Procrustean b
than G's operating eco
Georgist manner.

35, What were the "3 F
35. KNo, no, not that o
Parnell and other “mod
They were Fair Rent; F
tenant's interest). Th
iandholder's estate a

could regard as his pn

3 Fs was strong in
Right", which is what

Page 10

rony, Veblen who sees this so clearly in

t anywhere else and is generally classed as
minist“, like Marx. Perhaps this is because
knew more about farming than industrial

x he was a professional revolutionary with
rience except as a reporter.}

farms of 5,000 to 60,060 acres; and Dakota
Since 1879 which have gotten larger,
rnia farms? '

ral California farms larger than 50,000

cut 200,000 acres, and SP, Irvine, Newhail,

o California (Kaiser-Aetna), Mission Viejo,
Shell and others are right up there. But in

ta, where the value of land is much lower

ornia, there is no farm of 100,000 acres.

s dispersion around the mean than in.

not exempt from the trend teward

California the trend is much stronger.

conomies to scale of operations in _
kotas? Not likely: Dakota is flat, flat land
sugar beets are the best use. But the

arm land in California is much higher:

re ideal for high-valued crops, cheap

water supplies keep increasing, and

tous. When we are trying to understand why

entration is so strong and persistent,

ed of speculative holdings may explain more

nomies -- and in a more consistently

S"?-

1d “feelie” joke. "3 Fs" were the demands of
erate" reform leaders in the British Isles.
ixity of Tenure; and Free Sale (of the

e basic idea was to carve ocut of the
separate interest for the tenant, which he
operty and even sell to others.

Ulster, and was also calted "Ulster Tenant
G calls it on p.324.




It is something 14
York City has evolveg

36. How did 6 evaluat
3z4

36. "...the tenants ¢
Tandlords in their tu

In recent years Ch
books attacking rent
says here on p.324. A
become commonplace si
many assume they are

37. What is "plottage

37. G does not use th
real estate term for
acre, etc.) that is

larger ones. Plottag
more economical to d

G clearly believe
laws against land as
inference he would al
as those which Napol
and which Cory Aquin
the insurgents in th

G may be missing
one. Economically th
than the believers i
concentration are .mo
operating economies-d

Politically, small
often organized to fd
create more small on
most of the public 1
land barons like lLetl
encugh homesteaders 3
improvement districts

lyelop and operate.

two points here, an economical énd a political

Page 11

ke the way residential rent control in New
in our times.

e rent control, ¥.e. things like the *3 Fs".

f the first landlords, who would become
rn, would profit by the increase.™

icago-type economists have churned cut many
controls, and they say 1ittle more than G
gain we see G anticipating thinking that has
nce he wrote. Yet in deep ignorance of G,
attacking G when they attack rent controls.

“  and how would G feel about 1t? 323-24; 327

e word plottage, but the idea. Plottage is a
the increment in value per sgquare foot {(or
ealized by assembiing small parcels into

is positive only when larger parcels are

that plottage is generally positive, so that
embly do more harm than good. By clear

so oppose laws forcing subdivision, laws such
on Duarte is weakly pressing in E1 Salvador,
‘is even more weakly dangling as bait before
Philippines. ' '

small farms have proven much more viable

scale predict, and the forces leading to
e like those described by Veblen than the
f scale here stressed by G.

 farmers in settling the American west have

ce down and tax the large ones and thus

s. The Homestead Act of 1862 did not preveni

nds' being given away in sweetheart deals to
nd Stanford and Jim Hill; but it did plant
round -to organize counties and various public
that, in some areas, succeeded in taxing the



lands of the Stanfords
of the San Joaguin ¥al
38, If Tand were divid
325

38. The increase of po
England in the 17th ce
villages where much Ta
same system here only
commons (like the well
was originally a unive
welcomed newcomers and
and neighbors and sold
time the old settlers,
private holdings and 1
citizens.

“Newcomers" include
immigrants from the fu
were the norm at that
out. Too, there are al
than 10% of any popula
orphans and widows and
there are plenty of wa

39. What is morcelleme

Page 12

and Hills. One such area is the egast side
ley.

ed in equal shares, who would be left out?

pulation. This was indeed the history of New
ntury. The Puritans came from Engiish

nd was held in common, and they applied the
moreso. The New England "village green" or
known Boston Commons) is a vestige of what
rsal system. At first the old settlers
shared land with them. They needed friends
jers to withstand Indian attacks. But in .
feeling more secure, converted the lands to
et the newcomers come as second-class

not just immigrants from Europe, but

ture, i.e. children. Families of 12 to 15
time and place, and most of them got left
ways Scarlet Letter children, seldom less
Eion, and they are pedple too. Add also the
cripples and war casualties: in any system
vs that insiders beget outsiders

nt? 326

39. Division of land i
French because the pra
Napoleon mandates fren
among all their childr
land covenants mandati

French practise has
as well. Parcellement
guantity of each class
and woodland. Thus eac
parts, and in some are
travelling from parcel

In recent times the

1to small holdings or "morsels™. The word is
ctise is French and Belgian. The Code

ch testators to divide their lands equally
en -- the reverse of the English nobility's
ng primogeniture.

gone even further and mandated parcellement
means each heir must receive an equal
of land: village land, plowland, pasture
I holding consists of several separate
s farmers spend much of their work days
to parcel.

French have tried to reassemblie scattered

holdings into more rational units through -- naturally --

expensive subsidy progn
the poor sap who is alv

rams at the expense of the general taxpayer,
vays bled to bail out landholders with




problems.

40. What is "rack-ren

40. A pejorative desc

41. HWhy, according to

smallholders? 327 -

41. As a "rampart and
Accordingly, statesma
known to push program

Page 13

£

ting"? 326
ription of charging'a market rent,

M, de Laveleye, do largeholders need

safeguard for the holders of large estates.”
n in other respects reactionary have been
s to support smallholders. Otto von Bismarck

and Adolph Hitler come to mind in Germany, and Theodore Roosevelt

in the U.S.A.

¥eblen seems to ha
‘his "red 1ine of cled
aged, often a militan
not an absentee ownern
more radical, as disc
their relative youth,
holdings. Homesteaden
often undergoing seve

It is pathetic how
#rlasses" to enlist t
classes allow them th

Chapter II: "The True

1. How does G phrase
1. "We must make lTand
pussyfoot. Most peopl
phrase, whose connota
when he gets down to

G knew what he wag
extreme pesition in a
moderate results. Tha
his name having becon

ve overlooked this phenomenon when drawing
vage". The smallholder is, especially if

t supporter of property, even though he is
at all. (American homesteaders were often
ussed in §37. The difference may have been
and the method by which they acquired their
s were required to reside on their farms,

re privations,)}

Tittle the "masses" require from the
heir support; and amazing how grudgingly the
at Tittle,

dkkkkkkkk

Remedy"
the true remedy? 328

common property¥. 6 was not onre 1o
¢ would have avoided the shock effect of that
tions go well beyond what & really 1ntends
implementation.

doing. Like Mill, & believed in taking an
rder to make it easier for others to achieve
t was his chosen role, and he played it well,
e a synonym for the policies he espoused.




2. What does G mean,

2.

true one, 1t must be

More generally. G
transcendent, lasting

Jefferson and Frankiil

rationality and consi
yourself in mathemati
the same proposition,
together, and everyth

More specificalily,
choose between equity
to keep us from achie
brings us both at once

The specific refers

Page 14
‘Tne laws of the universe are harmonious"? 329

bnce 1s to justice: if our remedy "is the
~onsistent with justice".

't effort is to identify and work with

and universal principles. Like Washington,
h, & is a deist in spirit, a believer in the
stency of the universe. If you ever immerse
s deeply enough to find different proofs of
you recognize the epiphany when it all comes
ing supports and confirms everything else.

G refutes the commonplace idea that we must
and efficiency. That is simply a smokescreen
;ing either. G fdentifies a policy that

=




Sel
Covers Progress and

Page 1}

f-quiz # 18, Ec. 121G, W87

Poverty, Book VII, Justice of the Remedy

Chap. 1: "The Injusti
1. What is the basis

1. The right of a per
2. What well-known ph

2. John Locke, Two Tr

ce of Private Property in Land"

of property rights? 334 |

son to himself.

iTosophers anticipated G's formulation?

catises on Civkl Government, 1690; Thomas

Jefferson, Declaratio

" of Independence,

1776; Abraham Lincoln,

Emancipation Proclama

3. Whom is & quoting,
3386

tion, 1862.

"the rain falls alike upon Jjust and unjust"?

3. Jesus, Sermon on the Mount. In those days most literate péople
were conversant with the Bible. Some of them still are.

4. What is his point?

4. Nature gives only
unjust.

5. Is there really “no eséape from this position”,

is part of the fruits

5. The marginal-produg

escape. The "fruits of

labor times the quanti
land, and interest as

G, who did so much
to wage determination
labor theory of value
more subtle and defens
product is only what 1
Jand. But he sees this
in the community who €
Their "presence" cause
spillover -benefits thg

e

o labor, no more to the just than the

336, thét rent
of labor?

rtivity theory of distribution is such an

f 1abor" are only the marginal product of

ty of labor, leaving rent as the product of
the product of capital.

to pioneer a marginal productivity approach
may seem here to be regressing to a pure
but his meaning, as developed elsewhere, is
sible, He recognizes that labor's direct

t “"adds" to output, and rent imputes to

3 rent as the indirect product of the people
)y their "presence" generate 1and rents.

s demand for land; and also generates

t increase the productivity of land.




6. Hhy does the Taw dis
property and real estat

6. "Personal” property
property. Movable prope
persons, hence movable

To whom did Tand bel
Engiish King who establ
the Conqueror, whose co
"real" means royal. "Re
Gthers hold land merely
this country, but not s
transferred to state go
sovereignty over federa
which I will not sort o

Buildings attached t
let them merge with lan
improvements made by te
the landholder's intere
they actually have more
economically: because t
wear out.

This is probably one
of fixed vs. circulatin
much to buildings, and
property. The classical
much to the lawyers' tr
some sense "fixed", 11k

The upshot? Classica
analysis had they empha
of being fused with lan
also have improved his
affixed to land circula
property. In his commen
obscured the second.

And you? You should

Page 2

tinguish so carefully between personal
e? 337

in tax and property law means movable
rty in feudal law belonged to private
personal.

ong? To the pubiic, through tie King. The
ished this system was a Frenchman, William
urt language was naturally French, in which
al estate” means the King's property.

as his tenants. We have abolished kings in
overeignty, which we have merely
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ave tried it and failed.

servitudes are subject to
sovereign., The most

title for failure to pay
has delegated this power

1 to perform their
ion of land to the
at is loss of land
tate of California



to counties.

"Fee simple® is not
inheritable free of any
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covenants are common, W
use for racial and reli
is now illegal.

(One sees references
All fee estates are fre
estates in Tand. A free
men, and was the only K
King's courts., A freeho
“Copyholds” were estaleg
of tenure there is a te
11. What does "seized ¢
11. Possessing titlie to
sejze in the usual sens
This is no accident: 14
law has simply formaliz

12. How does the poores
right to land equal to
lTandholders in New York

12, Here we have the he
an extended family in w
land. This is a rather
theology that today say
born. G said that being
hence an equal right to

Page b5

simple; it only says the estate 1is
lTimitation to particular heirs. Angother
1" {as in entailed estate), meaning that
ed outside the family, "the heirs of his
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ther kinds of deed restrictions and

here not in violation of other laws. Their
gious discrimination was once common, but

to freeholds and copyholds. What are they?
eholds, but not all freeholds are fee

hold was an interest in land held by free
ind of interest in land protected by the

1d was often just a life estate.
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said much the same, as brought out by G on p.
ated equal; ... they are endowed by their
unalienable rights ,.." With what can the

that which is the Creator's to dispense, i.e.

ny literal basié'wé may never know, but if we
true, and act accordingly, that makes it true

the nation as a community, have that power,
es to the Creator, to dispose over the Earth,
a concept which attended the birth of the

Americans seem to take seriously. & is
rete.

lienablie" part? Just as you cannot sell your
ou cannot sell or trade away your child's

f the Earth; nor can.you buy or trade for the
children. That is the meaning of

ung to keep reminding the old of this, else
n in the rush to help pensioners, gray

and retired homeowners. Young people today
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e decline of literacy, and old people have
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same large landholdings, that moved & 120 years ago to write his
first book, Qur Land and Land Policy. :

14. How can California land titles go back to a king of Spain? Is
this just fiction? 342 .

14. The treaty of Guadelupe-Hidalgo, 1848, by which Mexico ceded
California and other areas to the U.S.A., provided that existing
land titles would be rlecognized and undisturbed. Earlier when
Mexico had rebelled successfully against Spaia, the Spanish titles
were likewise validated.

When you buy title [to land the title is in the form of a chain
going back to the first appropriator who followed our form of
property law. For yeans there were batteries of lawyers in Mexico
City and Madrid tracing back tities. Occasionally flaws were
found, resulting in cgnflicting claims. Even in recent years one
Reyes Tijerina made a huge fuss by finding an ancient flaw 1n
title to a vast part of New Mexico, which he claimed as his.

Since the Spamish Had originally expropriated the Indians there
was nothing ethical about “honering® the Spanish titles -- it was
a political and militgry decision. After the American Revolution,

indeed, the lands of many Tories like the De Lancey family of New
York were confiscated) Some 1/3 of the lands in the original 13
colonies were transferred in that way. The lands of hundreds of
Indian tribes were roytinely confiscated throughout American

history.

The Spanish have Ted a charmed 1ife as their empire melted
away, however: the Treaty of Paris ending the Spanish-American war
also validated Spanish titles in Cuba and the Philippines. Those
in the Philippines also survived the Japanese occupation, the
American return (in spite of their obvious collaboration with the
Japanese}, and continge today as major obstacles to economic
democracy in the Philjppines.

The Church has not béen so lucky. Many countries have
confiscated Church hojdings over the centuries.

Chapter II: "The Ensligvement of Laborers the Ultimate Results of
Private Property in Land”
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d .
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¥ in Land in the United States®
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the Puritans divided 1a
ye valuation wente" 1in

One resuit of this p
and rapid growth, both
Englanders settled: wes
where economic developn
on the aristocratic bas

6 is mdking a differ
understates the degree
partial application and
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cted from tents and cardboard box shelters
It boils down to a guestion of politics
d who leaves. The meek have yet to inherit

en possessory and fee simple titles may be
ue. People buy fee simple titles as

sed to imply the future resale value witl
rent price. This gives rise to absentee
on. Possessory interests on the other hand
they are for use oniy.

3

ttlers of New England differ from those of
th? 388 '

held land more in common. In fact they did
e: they taxed land according to its value,
Bradford's History of Plimouth Plantation
n encugh detail to make it clear that when
nd into private parcels they taxed it "as
Bradford's antique spelling.

olicy was dense settlement, urbanization,
in New England and in areas which New

tern New York, Chic and Michigan, notably,
ent proceeded faster than in states settled

is.
ent point here, and in ihe process

to which his policies had already some
the validation of experience.




1. How does & propose

1. To appropriate ren

2. How about other ta
2. He would abelish {1
came into use Tater.

Chapter IIl: "The Pro

1. How will the rent
1. It will not check
destroying speculatiyv

In fragments here |
be on latent rent, wh
of actual rent paid d
is to be land value.
property tax as modif
improvements. That ig
already in place.

2. Is the tax easy af
2. Land cannot be con
machinery of assessmd

raise the tax rate,
property (which is 9

Dispense with the
Alternatively, if we
suggested modifying

.

Chapter I1: "How £qua1 Rights to the Land may be Asserted and

Secured"
to make land common property? 406
t b& taxaffon. | |

xes? 406

hem. Hence the slTogan "single tax", which

position Tried by the Canons of Taxation®
tax affect incentives to producé? 408-14

production, but tend to increase it by
e rent. (413) :

and there G makes it clear that the tax is to
jch is at any time a fixed amount independent
r realized through use., The base of the tax
In short, he is talking about the existing
jed to exempt personal property and

what he means when he says the machinery is

d cheap to collect? 414-16

cealed, it lies out of doors. The existing
nt and collection need not be expanded, just
nd stop assessing fimprovements and personal
% of the assessor's workload anyway).

machinery for collecting all other taxes.

can't Tive without the T.R.S., others have
he income tax te exempt wages/salary income,

offset capital incomé'taxes by means of investment credits, and
raise the rate on wh%t'is left: land incomes.

Indeed, were it ﬁgt for G's followers we would probably have an
income tax today that exempts land income. There were six
Georgists in the U.S) House of Representatives in 1894 when the




income tax law of that
aborted any federal di
Constitution a requirs
among the states by pg
opposition of the morg
getting Congress to in
Act, forcing the U.S.
allow the direct taxatl
former, thus leading ¢
direct taxation of ing
3. Is the land tax "ce

Probably moreso tha
section is mostly rhet

4, Is the tax "equal®?

4, At Tast we see a Cv¥
Excise taxes {(assunm
on breadwinners with ]
regard as just. Of coy
has at least already ¢

The personal income
exemption used to be H
away.

G's main point is
with land income, sing
not, the landholder ts
nothing.

Chapter 1IV: "Indorseme

1. What prior economis
values? 422ff.

1., Ricardo, McCulloch
should have added Ada
Tesser writers who an
who go & long way wit
are surveyed and cite
Economic Thought on T

i

E

year was passed. Madison and Hamilton had
rect tax on land by inserting in the
ment that any such tax must be apportiocned
pulation, a provision that assured the
populous states. The Georgists succeeded in
ciude land rents in the coverage of the 1894
Supreme Court either to reject the Act, or
jon of Tand incomes. The Court chose the
o the 16th Amendment of 1913 which allowed
ome from all sources, including land.

rtain"? 416-18

n fhe other taxes described, but this
orical and would require support.

418-21
edit te Adam Smith, whose canons these are.

ing they are shifted forward) fall unequally
arge families, which only a Malthusian would
rse, there are lots of them around, but G
ealt with their position.

tax allows an exemption for each child, The
jgh enough to notice, but time has eroded it

hat labor income should not be taxed edua]ly
e labor income is earned and land income 1is
kes wealth from the general stock, returning

nts and Cbjections®

ts does G cite in favar of taxing land

Mill, Fawcett, Quesnay and Turgot. He.
Smith. Later researchers have dug up many
icipated 6, and a number of later economists

him. Many of those are active today, and
in yours truly's article, "Two Centuries of
xing Land Rents®.



Sel
Covers Progress and P

fe-quiz #20, Ee¢. 121G, W87
averty, Book IX, Effects of the Remedy; and
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Because time js runni
hitting only some ver
1. How would G distri
1. The foliowing is i
schools would be T1ike
Many publiic works are
they serve some lands

recaptured by Tand ta

with the public would

2. Did G see any hope
444-45

2. He sees prosperity
that now chain most p
and progress, and gen
3. What future does §
3. He mentions only i
to make interest rate
this point had he for
the forecasts of Mill
falling to zero. 6 co
the overpricing of la
toward zero. For you
even though not in t
turned to the proper
after he wrote, and

buildings lower and 1
were assessors. who

very practical movem
the direction of upv

4, Does G see self-inm
progress? 457-72

4, No, that is a Chig
the most inspiring sg
win respect. It is my

man Progress.

ng out, these are covered less intensively,
y high points that you should not miss.

bute the benefits of public spending? 440

mplicit, but impoertant. Some benefits like
social dividends, of equal value to all.

of more value to some than others, because
and not others. But these benefits would be
xation. The only benefits that would stay

be those distributed equally.

for the majority of men who do not think?

-and justice as removing the mental blocks
eople to mediocrity, resistance to learning
eral blockheadedness.

see for the rate of interest? 448

n passing that the effect of land taxation is
s rise. He would have leaned much heavier on
eseen how seriously people would come to take
, Marx and Keynes about interest rates
rrectly foresaw that taxing land would abate
nd that at times forced rates of return down
must realize that G's propaganda bore fruit,
e 100% manner that he favored. But Americans
y tax more heavily than ever in the 40 years
ssessors were under a new pressure to value
and higher. Many of G's Jeading disciples
rote new manuals on land assessment and led a
nt to stretch the latitude of assessors in
fuing land and downvaluing improvements.

terest or greed as the motor of human
ago School perversion. Pp. 457-72 are one of

rmons ever written on what people will do to
¢h too goed for me to summarize: you just




2. What is McCulloch'
How does G answer

2. It may be hard for
improvements.

See 425-26
3. What is the politi

That those not heol
E.R.A.

3.
are not taxed.

much of it.

G's answer on 427
present system of ind
extravagance because
there is no class to
force division and in
{this is not entirely
economies of scale anm
holdings must get lanm

The impressive pan
good citizens and vot
that he is an integrd
is his prosperity, an
inspirational genius
human nature.

4. Why has the land t
good? 427

4.
their interest,

Those on whom it f
organ

s reservation.
it7? 425

assessors to distinguish land from

cal ocbjection? 426

ding land will vote for extravagances if they
Seligman later took up this point and made

is as follows. First he points out that the.
irect taxes leads voters to support

they do not know what they are paying, and
ocppose extravagance. Second, land taxes would
crease the number of conscious taxpayers
consistent with earlier assertions that

e dominant, that plottage is positive and

ger).

t §s his observation on the motivation of
ers. "..it is the consciousness of feeling

1 part of the community; that its prosperity
d its disgrace is his shame.” G's

is his ability to articulate the best side of

ax not already been adopted, if it is so

alls cannot shift it. They are conscious of
ized and powerful.




have to read it, and

1f you are unmoved, "better soak your head in

a bucket qf coal, foﬁ there's no romance in your soul.®

5. What is the differ
societies of mankind

5. The power of imprg
animal. {(Note that G
and progress -- but ¢
of his book.}

Fad

0.

6., Neither race, nor
associated with super

Why do some groups

ence of kind that distinguishes the Towest
from the highest animals? 476

vement, which makes man the progressive
the deist, is not insensitive to evolution
hen, we should have known that from the title

4

7
f

othe%s? 7

s

of men show this power more tha

YTocation and climate, are consistently
for achievement. "All these differences are

evidently connected with social development.”

7. Where does G depar
evolutionists? 478

7. G does not see gra
selection as a signif
G also objects to the
of evolutionists 11k
treats Spencer with

to be an ally. Later,
with guns blazing in

G's position was d

Alfred Russel Wallace
of natural selection

8. What does natural

8. The petrifaction 3
tomb of dead empires,
devoted his 1ife to 1
A Study of History. {
of a stroke whose prg
attacking H&).

9.

9. "Mental power is

advance in proportion

{which is) what 1

* . o

t from Darwin, Spencer, and the social

dual race improvement through natural

icant force compared with social development.
fatalism, materialism and predestinarianism
Darwin, Huxley, Spencer and Marx, but he

id gloves at this time because Spencer seems
Spencer is to recant, and G to attack him

A Perplexed Philosopher.

reatly strengthened'by'h%s alliance with
who had discovered and published the theory
simultaneously with Darwin,

selection fail to explain? 485

nd decline of civiizations. "The earth is the
no less than ¢f dead men." Arnold Toynbee
1lustrating that theme in his many-volume
Toynbee's father, ironically, had died

ximate cause was his delivering a lecture

What causes progress? 507

J.. the motor of progress, and men iend to

to the mental power expended in progression
s left after whait is required for




non-progressive purpos

Equality, meaning 3
{Cf. today's slogan "I

Filling out tax for
protecting your turf,
zero-sum games we play
powers while 1ife slip

[

n
V]

0. How does sum it

1
10. Association in equ
11, How may modern ci¥y

11. From unequal disty
corruption of politica
rich while catering to
the power without any

Whence shall come t©
learning perish? Men o
decadent; crime and su
nothing arise to take

Shall we put that i
know those are more 1im
into the made]s, and 4

es ... {which are} maintenance and conflict.
ustice, is necessary to minimize conflict.
f you want peace, work for justice".)

ms, Jobbying in Sacto. and Washington,
applying for grants, all these silly

by choice or necessity, these wasie our
s by and we miss our destinies.

up? What is the law of progress? 508
ality is the law of progress.

jlization decline? 528

ibution of wealth and power, causing

1 democracy with demagogues serving the

the masses. The nouveaux riches have all
of the virtues of an aristocracy. (534)

he new barbarians? From the slums. How shall
i11 cease to read. 538 Art will become
icide increase; religion will die, and

its place,

nto an econometric model? Not likely, but we
portant matters than most of what does go
11 of what comes out.
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Answer as many or
wish. Write on the f
you are answering, i
will be graded on the
question, where x is

a
1,

A,

By 6?
By V?
By Mil17

1 1‘ - ’
.
iid.

B. Who or what is

Ditto'for

How might he have

What are:

How does & explain

'nql Exam, Ecs. 1216, We7

as few of the following questions as you

ront of your exam the numbers of the questions

the order you present the answers. Answers
> assumption you have 180/x minutes per
the number of questions answered.

What is ihe effect on distribution of increasing popuiation:

correct?

improvements in the arts?

cycles of boom and bust?
improved his analysis?

of flows into funds?

a. Capitalization
b. Overcapitaliza
c. Speculative va

In Progress and P

tion, as per V?

1

ue, as per G?

verty:

a. What is "The Problem"?

b. What cause
c. What remed
d. How is the

~the proﬁ}em?
is advanced?
remedy to be implemented?

6. (Warning: if you %re easfly rattled skip this guestion -~ don't

even read itl) (I've

7. 6 makes fﬁnctiona1
Khat is functio
What is its rol

a.
b',
economic theory?

8.
hetween distributive

It is common today

moved it to the end, to make that ‘easier.)

distribution the core of economic theory.
nal distribution?
e in today's conventional fashions in

to assume there has to be a "trade-off"
equity and allocative efficiency.




This makes of equ
vaiue we achieve on
output. And it makes
the poor to misery

& emphasizes dist
efficiency or incent
¥ emphasizes evTy
call themselves bust
maximizing monopoly
is to break up monof
justice?

9, G's distributive
new investments can
are rising (and the

Tand and
tTabor and
land and

Are
Are
Are

10. a.
b.
c.

11. How did G's corr
distribution lead in
distributive shares,

12. a. How does resi
of a factor share?

b. Which factor'
Has this convention

13. The present fash
improvements in the
capital-using; or, t
Mill and Gecrge, on
or substituting tand
effect of labor-savi

14. How, in G's mode
ways than one.)

15. How are real wag
16. Kas G a "supply-

i7.

How does G diffe;

ity {or justice, in G's terms) a softheaded

1y by sacrificing efficiency and cverall gross

efficiency a cruel taskmaster that consigns

in order to improve life for everyone {else).

ributive equity. Would his remedy sacrifice
ives?

P N T

ciency. He criticizes the absentee owners who
ness leadership for restricting output, for
profits instead of output. The implied remedy

olies. Would this interfere with equity or

theory makes it clear that rates of return on
be forced down at the same time that profits
stock market scaring}. Explain how.

capital mutually convertible?
capital N “ 7
labor ?

# H

elation and coordination of the laws of

to the modern theory of marginal productivity,
and product exhaustion through imputation?

dual imputation differ from divect imputation

s reward did G treat as the residual share?
survived?

ion among economists is to say that

arts which are “labor-saving" are thereby also
hey cause substituting capital for labor. To
the other hand, labor-saving means land-using,
for labor. What, according -to G, is the

ng arts on the use of capital?

1, can capital be increased? (There are more

os affected by locking up superior land?
side™ economist? Was Veblen?

r from Mill as to the. effect on distribution




of increased populatfi

on? How about Veblen?

18. Ditto for improved arts of production.

18. Is land speculaty

on chronic or episodic?

20. Compare and contrast the views of G and V on economies of

scale:
a. In agriculture,.
b. In general.

21. Suicide is the second highest cause of death among American
teen-agers., The suicide rate in the U.S. has risen 50% since 1960.
casualty rate in wartime. It is now pushing

It is higher than th
parity with the auto
suicidal behavior).
of the Tliver, usuall
Pulmonary diseases k
a major cause of dea
another cause.

accident rate (part of which stems

from

n equal number die each year from cirrhosis

a result of suicidal or escapist drinking.
own to be aggravated by voluntary smoking are
h. Obesity from junk~food addictions is

How would & interpret these phenomena?

22. Compare and contyast V's absentee ownership concept

specutation.

23. In what particul
differ?

rs does ¥ reinforce and support G?

24. Where (geographically) do depressions originate and

greatest extremes of

25. How does G use s]

boom and bust?

avery to help compare the quantity

and the quantity of wages?

26. What tvwoc bases of

with G's

In what

run to the

of rent

property rights are discussed by G and V?

27. What, by V, causes unemployment? Compare and contrast G's

explanation.

28. Are buildings real estate, capital, or both? (If both, why do
lawyers distinguish feal estate from other property?)

What are the implications of your answer for tax policy?

29. Why does land speculation presuppose fee simple titles?




30. What, by G, are the conditions prerequisite for progress of
civilization (in the arts, organization, happiness, manners and
morals)?

L4

WARNING: DO NOT READ ANY FURTHER IF YOU ARE EASILY RATTLEM

6. You have the bad luck to be in the "trough generation" as far
as academic performance goes: those after you are doing better
than you, just as those did who went before., This may not be your
fault, and therefore not fair, but Tife is not fair and no one but
you can compensate for it now.
) But there is good news! According to &, you have untapped
mental powers which only your gnawing fear of want keeps you from
developing (see attacﬁed excerpt from pp. 457-72). Let us hope he
is right! Because you|are going to need it. _

By V, most of what|we call needs are socially prescribed and
not actual necessities of life.

Has studying these|two sages made you suspect that you are
hiding latent mental powers which you can tap and develop by
controlling your anxizties about falling intec the "open-mouthed
relentless hell which|yawns beneath civilized society”?

I3




Progress and Pokerty,-pp; 457-72

“In thinking of the possiblities of social ovrganization, we are
apt to assume that greed is the strongest of human motives. ‘
Nothing could be further from the truth.

Whence springs this lust for gain, to gratify which men tread
everything pure and noble under their feet? From the existence of
want, Poverty is the open-mouthed relentless hell which yawns
pbeneath civilized society, (where) everyday men put poison to
their mouths or pistols te their heads from fear of poverty.

And out of this condition of things arises a public opinion
which enlists the deslire for approbation as a power impelling the
struggle to grasp. Men admire what they desire. The fear of want
makes men admire above all things the possession of riches, and to
become wealthy is to become respected, and admired, and
influential. '

Men 1nst1nct1ve1y admire virtue and truth, but the fear of want
makes them more admire the rich and sympathzze with the fortunate.
He who by fraud and 1h3ust1ce gets a miltion will have more
respect, and adm1rat1b and influence than he whe refuses it. His
name is writ in the 11st of "our substantial citizens®"; he may be
a patron of arts and letters, and noble public institutions :
commemorate hTS mame and fame. It is not as a monster that Satan
tempts men, but as anlangel his promises are not alone of worldly
goods, but‘ofdmenta1 and moral principalities and powers.

Take those miserable men who go on striving to add riches to
riches. What urges them still with ravenous greed is not merely
habit, but the subtler gratifications which riches give -- power
and influence, being respected, being men of mark in the
community. { ' :

With abolition of the fear of want, the admiration of riches
would decay, and men would seek respect in other modes than by the
acquisition and dep]?y of wealth. In this way there would be
brought to the management of public affairs the skill, attention,
fidelity and integritb‘that can now be secured only for private
interests. For a ribbon men have performed services no money could
have bought.

Shortsighted is the philosophy which counts on selfishness as
the master motive., If| you would move men, to what shall you
appeal? Not their pockets but their patriotism; not selfishness,
but sympathy. ' :




Self-interest is @
impulses men will give

mechanical force, but in loyalty to higher
> even T1ife. There is yet a force which

overcomes and drives out selfishness; a force which is the

electricity of the moy
are weak. And this foy
use for building up af

But would banishing
exertion? Want might b
must be doing somethiy
Deny a man employment
itself that is repugna
exertion of which one

The work which impr
secure a living. It isg

‘al universe; a force beside which all others
rce of forces, that now goes to waste, we may
td ennobling society.

fear of want destroy the stimulus to
,,,,,,,,,, but desire would remain. Man

in him throbs the creative impulse.
must die or go mad. It is not labor
is oniy labor which produces nothing,
see the results.

5@
g,
and he
nt, it
cannot

oves the condition of mankind is not done to
the work of men who perform it for its own

sake. Where want was 3
increase. Work would
alternation of intell
mobility of labor and
there would result ad
cannot imagine.

Greatest of all th
constitution of societ
infinitesimal are fhe
forces that lie laten
inventors and organiz
such men are born in
few to develop. When
might otherwise pass
discoverer or teacher
scattered the seed; b
attains his full stat

To remove the fear
desert. Talents now h
are wasting their ene
who are turned into m
or plow; in children
powers of the highest

By a thousand inte
linked together. Even
social pyramid suffer
ignorance and degrada

bolished, work of this sort would enormously
e relieved by short hours, by change, by
ctual with manual occupations. From the

the mental activity which would be generated
ances in methods of production that we now

enormous wastes which the present
y involves is that of mental power. How
forces that advance civilization compared to
| How few are the thinkers, discoverers,
rs, compared with the mass of people. Yet
lentyy it is the conditions that permit so
jrcumstances favor his development, what

or a common man rises into a hero or leader,
sage or saint. So widely has the sower

t alas for the stony ground. For one who

re, how many are stunted and deformed.

of want would be like turning water into a
dden ‘would come forth, for in these men who
gies in the scramble to be rich; in these
chines, or are chained by necessity to bench
ho are growing up in vice and ignorance, are
order, talents the most splendid.

ractions the members of every community are

the fortunate who stand on the apex of the

, though they know it not, from the want,
tion that are undevneath.

Consider these

things, and then say whether the change I propose would not be for
the benefit of every one, even the greatest land holder.




