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Review lesson #II: Understanding the cause and the law of interest,

We believe that interest stems from the advantaga of time., By
the use of exlstlng capital, time can be saved, in producing more

,capltal and, 1in the process of harnessing nature.

Imagine how time consuming it would be to mine the first ore,
to makKe the first steel and teo build the first machines. dowever
having once been built, some of these machines can be used in mlnlng
the next ore, in maklng the next steel and building each succeeding
machine. The use of existing capital in certain forms, reduces the
amount of labor necessary in each succeeding prodqction. :

Capital is necessary to harness the productive and reproductive
forces of nature. In this process we refer to the results as the
increase of capital, ¥While we are making the tools and machines etc.

that effect this increase, no increase takes ‘place. But, by borrow-

ing existing capital in sultnble forms, this increasing process can
begin immediately. And while nature contlnues to produge an in-
crease, the borrower may make new tools and machines etc., for return.

- In short the general payment of interest is baséd,an the advant-
age of time. The use of existing capital gives an advantage of time
by reduc1nq or eliminating part of the original productive process

~and in effecting the increase of capital when harnessing nature,

When capital is borrowed and used; to change matter in form or in °

‘place, the benefit is in the use. The larger product which results

from applylng labor in the form of capital goes to the users of capi-.
tal., Workers applying their labor directly in the process of har-
nessing nature, are paid from a portion of the increase of capital.
Thelr wages are equal to what they could have secured in the process
of changing matter in form or in place. .

o

In the productlon of wealth +here is an 1ncred1ble unconsc1ous
conputer called the market place. Through the laws of supply and de-
mand this computer establishes relative value. There are egual re-
sults for equal exertions, equal returns for egual investments and
egual rewards for equal rlsks‘

The law of interest: The general rate of interest will be equal

to the average labor saved in those basic processes, plus the average .

increase of capital, minus compensation to labor dlrectly involved,
at the margin where land is free. Any greater saving in those ba81c
processes, or greater increase from the forces of nature which result

from the use of better land goes to the land owner as reﬁt.

The law of wages: The general rate of wages w111 be equal to
the average produce resulting from the production and use of capital
in changing matter in form or in place at the margin where land is

free. Any larger produce which results from the use of better land,

goes to the land owners as rent.

,-Refer to Model , Interest/Rent
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Review lesson #IX: Understanding the cause and the law of interest.

All this sounds good, I believe it is correct, but we have no
way of knowing. What we do know, is that people of their own free
will borrow capital, and that they gladly pay interest. We alsc
know that capital is produced by labor. Labor, therefore, has an
option. It can either use existing capital and pay 1ntereat or it
can produce its own capital and use that. If there was no advantage
in using existing capital, no one would be willing to pay 1nterest,

Q. Are the oprofits and dividends of corporatlons really 1ntex~3
est? A, No. The assets of corporations include land, whose return
is called rent. Their assets include patents, franchlses and all
sorts of special advantages, whose returns are called monopocly pro-
£its. It is very easy to confuse the profits of the oil companies
with 1nberest when 1nfact they are largely rent.

‘ In order to calculate the real rate of interest paid, it is
necessary to subtract the annual rate of inflation prior to that
payment. For example, you repay a loan at fifteen per-cent interest.
If during that same year prlces rlse thirteen per-cent, the lender
has only recelved two per-cent in returns then he loaned,

'In concluSLGn' Capital is produced by labor - 1t is a form of
labor, and under conditions of freedom and justice it would belong
to 1ab03:a For that reason, capital really deserves no separate
,status in the sciernce of soc1al economics,

RII 2




Legson IIX

The effmcts of 1ncrea51ng pcpulatlon upon the production and
dlStrlbutlon of wmalth - : .

- The effects of inventions, 1nnovatlons and new ﬁlscoveries vpon
the production and dlstrlbutlon of weaith,

The effects of constructlve 800131 action through government
upon the production and distribution of wealth.

The effects of and speculation,
Refer back to Model #4  Rent/Wages

Populatlon continues to increase ang the margin is extended to
less naturally productive land,

Teacher:. move the'margin one'grade block.

' Not only has ‘the increase in population called more agricultural
land into use, but the increase has made certain lands more densely
populated,

' Question: .ﬁhere would we flrst see populatlon becomlng dense?
hefer back to ;odel #3 Map 3 :

Answer: Populatlop first- becomes dense along nav1gable rivers, ese—
pecially where they join, Why° Because that 15 where trade can
best be carried on. :

‘Question: What does the opportunity to traderencouraqe7 -

Answer: The opportunlty to trade encourages the d1v1310n .and spe-~
cialization of labor. #As population tends to increase, somewhere
near an intersection of travel, somebody sets up a tradlng rost,
Somebody becomes a teamster, In & short time, there is a black-
smith and a cooper and a wagon maker, People get together and hire
a school teacher, #s population increases, a greater and greater
‘cooperation is possible. As cooperation 1ncreases the results of
human exertiocn 1ncrease. Due to. the proportional increase of popm

ulation we will double the product1v1ty of all land

VTeacher: double the produce on all]ghnd and cross out the old
. npumbers, ' : ‘ '

The increase in nopulatlon has caused an extention of the mar-—
‘gin to less naturally productive land., But through cooperation,
this same increase in populatlon has more than compensated for the
- extention. Produce at the margin. was, on the average, six units of
wealth, now it 15 ten. . '

Question: What wlll rent be now-on the best land which W111 now
- produce elghteenO'

IIT 1



Lesson IIX
(. Answer: The rent on the best land is now eight.

- Teacher: = If you have any trouble getting the answer you may have to
~ask or restate the law of rent. Cross out the cld rent numbers and
£ill in the new ones on the line above. ' '

Question: What will wages be on all land?
Answer: VYWages will be ten.

Teacher: If you have any trouble, you‘may have to ask or restate
the law of wages. Cross out the old numbers and £ill in the new.

Reevaluate: The product has increased. Rent has risen as an amount.
Wages has risen as an amount, - - ' '

Question: What happened to wages as a proportaion ofrﬁhe_produce?_

Answer: Wiages have fallen as: a proportion of the produce, They
have fallen as a proportion because population and productivity have
increased proportionally more on all better grades of land.

Inventions, innovations and new discoveries continue, Social
action through government continues to incréase.
(. Question: What government actions would economize the production of
wealth? ’ A

Answer: Production is. economized by roads, police and schools etc,.
They save time in transportation, in protecting property and educa-
' ‘tion. The labor saved in these endeavors gives time for other pur-
o S0iks, . The resmlt is a larger produce with--the-same—exertioms——In
- short, inventionsetc., and constructive social action give us a lar
ger result with the same exertion so we will double the productivity
on all land, :

 Teacher: double the numbers‘in the next rbw‘aboverproduce,

The larger produce might consist of bigger houses, more cars,
more gosoline to run them and a better tasting gquality of food, may-
be grown on the hoof, ' : :
Question: What does the larger produce do to the demand far land?

Answer: It increases it, with a gréater demam for land, the margin
. extends, : . , .

Teacher: ‘extend the margin one grade block.
Once again the-incxease in productivity has more than compensated

for the extention of the margin. The average produce which resulted
at the margin was ten units of wealth, now it is sixteen,

IIT 2
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Legson IIX

Question: What will rent be on our best land, where on the average
thirty~six units of wealth will be produced? : -

Enswer: Twenty units goes in rent on the best land.

Teacher: cross out old rent numbers and fill in new ones on the
- line above. _ : o o :

Question: ‘¥What will wages be on all land?
answer: Wages will be sixteen on all land.
- Teacher: cross out old wages numbers and fill in new cneso'

'Reevaluate: Once again the produce has increased. Wages has in-
creased as an amount. Rent has increased as an amount,

Question: What has happened to wages as a proportion of the pro=
duce? ' -

Answers: Wages have fallen as a preportioﬁ of the-produce.' Thevy
have fallen because productivity has increased proportionally more
on all better grades of land, ' ' :

Things are pretty good, when our first settler came he had to
work like hell to get nine units of wealth. Now, after the increase
in population, inventions and social action, with some work he will
get thirty-six. He can sit back while someone else works his land
and get.. twenty units of wealth. '

. Question: Keeping in mind that land values arise from social pro-

gress, and not from the -owners work, how much of the unclaimed land
would you want? :

Teacher: pick a student for this answer.

- Angwer: People want all the land they can get. In this country, we
knew at the beginning we had to defend land against natives and
other settlers. Later the Federal Army protected landed property,
but there was a limit to the size of homesteads., There were, of
course, ways to bend the rules and cheat, and may people did.

We will extend the margin into the poorest grade of land,
Teacher: .move the margin three grade blocks to poor land.

211 “the land which was taken for speculation is not being used.
When it was taken it had no value, But, just as the land which now
~yeilds twenty had no value when it was taken, as population in- :
creases and invention.goes on, this land will yeild its owners rent.
Of course in the real world, speculation would have cccurred all a-
long and a certain proportion of all grades of land w:ould have been

IIT 3
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Lesson IIX

held for speculation. Often land is used, but not in the most
economic way. & good example of this is surface parking in center
city areas. This is a form of speculation and the effect is the same,
a piematuvre extentlon of the margln.

Up to now, with each extention of the margin there was also an
increase in productivity. But land speculation did not encourage any
greater inventions, 1In fact it caused the disassociation of people,
It inhibited cooperation and increased the cost of government ser-—
vices, With people spread out, we need nore roads more police and
more of everything. And flnally, with people worﬁlng on less desinr-
‘able land, the total produca will be less.

' Questlon: What will rent be now on the best land?
Answer: The rent will be thlruymtwo unlts of Wealth

Teacher: do not ¢ross out the cld rent numbers but write in the
new ones above.x

Question: What will wages be on all land?
Answer: ﬁ es will be four units of wealth.

Teacher: do not cross out, old wugesnuhbers but write in the new
cnes below. ' '

Reevaluate: Rent went up, but wages came down as an amount as well

as a proportion. Land speculation offset all the gains of social
progress. Wages are exactly where they would have been, had there

.been no specialization and exchange, no inventions 1nnﬂxatlansmandw_m_m_

ney discoveries, no roads, police, schools or anyother social action.

Question: What is the llﬂlt to. which wages can fall, ﬁot as a
number, but an absolu

Ansmer: Wages can only fall to subsistence. Below subsisﬁence-no
one could work and nothing could be produced. o

Quﬁstion:' Is there any free land in the United States that will
yvelild significantly more than subsistence?

Answer: There is no free land of which will yelld more than sub-.
SLStence. There is no free land, so there is no margln.

Teacher: move the margin to the edge of the model, and wrlte SUB-
SISTENCE = 4 on the bottom wagesllne.

The premature extention of the margln forces wages to fall as

labors productive capacity tends to increase. Holding land out of
use causes unemployment for peonle who are willing and able to work.

CIII 4
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Legson 1V

.-ﬁ
v

- access and the selling price of land.
The cause of the speculative selling price of land.

' The effects of the speculative selling price of land upon the
production and distribution of wealth. _ o .

Question: Why is land more often sold or leased for long terws ine-
stead of being leased from year to vear : .

Answer: The Users of land often mave permanent capifal impravmmﬁsl.g‘i’ggﬁgﬁ .
S Fottories, gte, 16 +he land 15 leased ona yearly bagis ,fhe rent -
can be raised beyond the advantage offered by the particular =
piece of land, in WhehCasSt the user Wil SegFer o togs ‘in +he Cost of removing

and '&-aﬁ‘; ?-or'h'm} the improvemenTs ' ' ' '

Through a process called capitalization, land which is not
- produced, is equated to capital which is produced. Risk being av-
.eraged out, the selling price of a piece of land will equal the ‘
cost of reproducing an amount of capital yielding the same income,

Question: Suppose a piece'of land will rent for $110,00 pér year.
Refer to Model #6 ~- Capitalization chart. - ,

e 1f on the same piece of land, taxes and other impositions egual
- 810.00 per year, what will the profit or unearned income be?

Answer: The unearned income will be $100.00 per year.

: To determine the selling price of a piece of land yielding an

wm——s—URearned-income—of —$100500—per—year; It -is necessary to Know How

' - much invested capital would yield the same $100.00 per year income.
The Fresno Farming Corporation, whose assets are purely capital,
‘tractors, seeds, etc., and who operate at the average risk, pay 2%

- return on capital invested. At 2% return, it would require a -
--$5,000,00 investment in order to continue receiving the same 5100,00

... ‘per year income. The Selling price for this Piece of tand is %5 000.00

A
N
L SR
‘ . . ' . seiiing Prica of Cupleg 1™ wh
- . -The selling price of land will be equal to the unearned income . Ve AU
- divided by the current rate of interest., In this case SIOQ.GO Al

vided by 2% = $5,000.00. '

- Refer to Modelr#lr-— Farming investment chart.,

o The covse of Fhe specvlatiV selling price of land,

Suppose this is a progressive community -- population is in-
creasing, social services are improving and the unearned income from
- the ownership of land is on the rise. ' : '
Refer to Model #8 -- Speculative rent chart.

-y E B R 13 - -
O s¥ e ATaTa, Ty

- Suppose it'is_predicted,_as indicated on the chart, that on a particu
ular piece of land, the unearned income will increase at 5% per year
- e fOT the_next ten yearss. During that same vperiod of +ima #he fmioe
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Lessonllv

. The first year, the unearned income is expected to be 5100,00,
$100,00 capitalized at 2% eguals $5,000,00. If the land is sold and
.the seller takes the money and buys $5,000,00 stk e Fresno Farming
Corporation, his annual income will be the same —- $100.00, but only
for the first year. While the Fresno Farming Corporation continues
to pay 2% interest, or in this case $100,00 per year, the unearned
income from land is expected te increase at 5% per vear, By the end
of the tenth year, the owner of stock in the Fresno Farming Corpor
ation is still receiving $100.00 a year in interest, '

AR NS

Refer to Column #l1 -- unearned inCOmeopﬁﬁwéqﬁwi;

While the owner of land, in this case, is receiving $135.00 in un= _
earned income. At the end of ten years, the stockholder would have
received $1,000.00 in interest, while the land owner would have re-

ceived $1,257,00 in unearned income, : ' '

It may be impossible to say, with any confidence, what will
_happen bgyond ten years, but a ten year trend seems to be predict-
able. 3o as to receive gs much \n interest as he would have received
in unearned incomeifhe had kept the land for the next ten years the
seller may ask for a capitalization of what the unearned income is
expected to be after five years or more, If the expected unearned
income for the sixth year, which is $3}27,00, is capitalized at 2%,
that would require a selling price of $6,350,00, =

"Refer to Model #9.

If the $6;350.00 is invested in the Fresno Farming Corporation, it
will, of course, vield $127,00 per vyear in interest. At the end of

ten years., _ i —— S —_— 7

the total interest will be $1,276.00 as compared to the total
expected unearned income of $1,257.00, This agreement is probably
acceptable as the small dispairity will revise itself in the next
year if the trend continues, o . ,

The ¢4ecTs a4 the Stechlalive, Prieg of tand oPsn T frdufion-odisTrubuTion of weallh,

Now, provided those who want to buy and use the land have .
enough capital saved to pay the speculative price, production con-
tinves. 8o long as_ those who forgo interest for an unearned ine
come can sustain less returns for eight or ten years, production
~continues. ' oo

Refer to Model #9,

At the e_ncl' of Fthe firstT Year, the STLOC'Kﬁq[Jar hos rectived BAXT intrest on ks Copital }
nvestment o8 YiZ50, At the Same fr}n-r.lfl:g, news lond Bener has onld received ﬁ 100. unearmed patoma .
| on his loxd investment of the tad sameamed? §6360 Only after ten years yWill the

new land owner make up in unearned income the amount he gave up in
interest. When those seeking access to the land do not have enough
‘capital saved to pay the speculative price, and, when the increase
" in the unearned income does not rise, in a way, consistent with its
trend,™which the speculative price is based, production stops and
a depression is on. ' ,

b w2
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LESS0N IV

Juestion: After a depression has a hold of the economy, and a large
segment of the population is unemployed, three things can happen which -
will permit production to resume its full force. What are they? :

Answer: 4. Labor may be able to economize and resume production
in spite of the increased rent. An example would be the Irish, who

"learned to eat potatoes which gave the necessary nutrition but reguir—~

ed fessfubor to grow, _

2. Inventions, innovations and new discoveries can increase the Pro-
ductive capacity of labor and capital so that they can pay the in- '
creased rent and continuse receiving their accustomed rates,

'3. The speculative price of land can fall,
Any one of these three things can heppen and production resumes full

- force. Yany people believe a combination of all three are present in -

the recovery of all depressions.

Question: Unemployment diminishes, production resumes its previous
level and progress tends to increase our productive capacity. What
happens to the speculative price of land? ' '

Answer: The speculative price of land increases, and a new cycle is
on its way toward the next depression.: ) ' o
. - -

- L e - . L3 A e S W T — - —, P

i : : : . : Ce
-

One attempt to thwart depression is inflation of the roney sup;Ha

ply. If you buy land and mortgage it, or lease it on a long term, N

"__@;wthewpaymeﬁﬁs“ﬂfﬁ“&“fiX@&”amUUnt, suppose, a business is being con-— \

K

ducted in which the gross receipts are $300.00 per day. The labor

‘involved is $100.00 a day: the operating expenses are $100,00 a day, \

and the payments for the use of land are $100.00 a day. There is no E

- profit for the stockholders, and  the business is on the brink of

collapse.  Suppose, the government doubles the money supply and
everything is worth twice its former value, The gross receipts are
now $600.008 per day. Wages are now $200.00 a day. Operating ex-

penses are now $5200.00 a day. Rent would now be $200.00 a day, but /
mortgage payments and long term lease payments'an_quuxmﬂﬂ£MUL§g;n L
This Case #he payments will remain ot ¥ 100,00 per day. The profits of the />

Stoeck holders Will intveos e by HI.00 per day ond”Yhe business can continue i/
hireing lobor _ .

: : _~"When land is sold or resold in the future, and long
term leases are renewed, the expected rate of inflation in the future

is calculated in the new speculative selling price and the speculative||
lease rental rates. At this point the government must inflate the
lmoney supply, even more, to offset the speculative price and insure

. Production. and employment. Only as inventions, innovations and new
discoveries increase the productive capacity of labor, can the spec~ /

.y ulative price of land be offset and the. economy maintained wiﬁhoutff’_” .

" inflation, - , _ 7 7 N el

M




' LESSON V
Review the purpose of this CerSe of Sfydy
 Review the conclusions of this waﬁio§$hﬂq

Dlscusu and disprove current explanations of the cause of low
wages and uqemployment. : '

When this study began, the purpose was to explainil Why Wages |
tend to a minimum or bare subslstence in spite of all the inventions,
innovations and new discoveries that- lncrease labor§ capacity to pra&me
ond Q. Why people are unemployed, in spite of their willingness and
ability to work and exchanae their labor for the proaucts of other
peaple s labor‘

Review the conclﬁsibns of this study.
Refer to Model #1 -- Basic process.

7 Questidn' What are the two independent fackors in the production of
‘wealth, food, clothing and shelter and all the things that gratify
human de51re° : ' o : S :

Answer: Land and labor are the two independent factors.

- Refer to Hodel #3 -- Map ,
Question: Does private property in land give some individuals an
advantage over others?

Answer: Yes, the same exertion will produce a larger or smaller pro—r
duct, dependlng on whlch 1and it is applied. Tﬁﬁ;q:ns soﬂmjkoﬂeanQ&Wﬂﬁaw

pguestion: Do people hold land out of use in anticipation of that
advantage? : - o :

Enswer: Yes, much land is neld for speculation.
. Refer to HModel #4 -~ Rent/wages.
Question: What does-speculation do to the margin and to \;qac_;fes"J

-Answer: Land speculatlon prematurely extends the margln to less prom
ductive land and wages fall. : ‘ : _

Questlon° When all the free land is agne, whichis m'w‘“% TheFinat resofd

T 0§ Parmidtting Pn\r&"f— 9*“-’"”‘*‘& s \a.f\k !n/lmT wvH chqe‘j baqs on qbsohﬁ'z. ;’
amoun‘f ? . | .

Answer VM;éS £or the Vact mMDr,fru\ »§ pe,oP < will 'f‘en& to a« E&rt,?

§ub5|sf‘enc,&.,. Wh . +he \,\/A_ole,s ‘08 inéawd vals will rise. &bo*t.e
subSlS,enca,on!li as they oxeceed +he avevaqe fave{ o5 SK;H
]';ql{{ gqtnc_& a,'{\c\, PPDJUG'i—‘IVL C&P[’)l"‘}t



LESSON V

Question: With no margin, or no free land, what happens to those who
are below average in skill, intelligence and endurance?

Answer: Those who are tnthe lao.s'f ProJua’f’Nq. ;’.-_gmt.nT of focg{rj aye Unm? o!-jeée_

Over—populablon and low wages and unemployment

The current explanation for low wages is over-population. Be-
fore we could say that Jow wages andpovevfg were caused by over-popu-
lation, we would have to know, first, that all the land was being
used, Gné used in the most efflc1ept way know: at any given time ang
place. Second, we would have to know that all people had,in sone way,
equal rights o the use and enjoyment of the land, not only at one
time but at all times. And third fﬁﬂwnn0way was any of the produce
taken away from the. producer,

All the facts'support the opposite conclusion. The Farm and.
Agricultural Organization of the United Nations reports that there
are over a billion acres of unused but potentially productive land
‘in the world., Three~fourths of it is in the underdeveloped coun-
tries, : :

The institute for Food and Development pollcy says '"of all the
earth's cultivable land, less than half is now belng cropmed." Be~
ween one-~-third and one—half of all urban land in the United States

is ynused or qumﬁcaﬂﬂq under used.

LT3 3

A United Nations survey of 832 countries found approx1nately 3%

of all land owners in control of 80% of the land.

A research project covered in the January 1979 issue of Harpers

wagazine concliuded That 95% of all privately h“l& land in the United
-States was controlled by 3% of the people.

In a study by the United Nations, of ‘the twenty-four underdevel-
oped countries observed, there coex1sted .an increaSe in agricultural
production and a &ecllne in the wellbzlng of the rural majority.

[P

Indystrial l'depression a.nd recession: 'f?u. c*«jcf:f. m‘tms:&cﬁ’mr% o'? pre.vmfmg Cond: ‘hon\s
low wages and uneh?‘mqmgﬁ" Tndestrial depressions and vecessisng are blawed in P,uj- bg
deficient mon-Cyed: 'i‘sffs‘*eM$ envisrnmenial sTandords amd Corperate f’m(e.s,e‘l'c Their _
privnard cavses are said to be the over prodoction oF Consomer qus avd the lack 6% |
sufficenT capital investment ' '

First lets stvdu +he over proéuc‘l’iun*hea‘rg
Teacher -- over- production EXQFC{SE ———

‘ \_ ._Muz;j, —

Pass out three squares of paper to each student.
Zach stuaent is told that he needs food, clothing and shelter.



LESSON V

ith his left hand he can produce these things simply by writing the

-word food on one piece of paper, the word clothing on the second

piece of paper and shelter on the third piece of paper. Or, he can
specialize, and with his right hand he can write food on each of the
three papers; or he can write clothing,or shelter,on each of the
three papers and exchange two of them in order to end up with one

food one clothing and one shelter,

Teacher -- if all goes well and you do not give them too much tlme

some of them will end up with two of one thing and none of sonethlng

they need,

- Question: Did yvou over-produce?

o _ . g
Answer: Yes, overwproductlon occured.

~Question: Has it caused you unemployment or less work or has it

caused you more work?

Answer: It has caused you more work. ' '~%ou produced something

you did not need and could not exchange, Now you have to go back and
Produce what you do need,

If the empToyees of General Motors are producing cars and no one
is buving them, it only shows that they are producing the wrong thing..
WtimaTely, i Cmﬂd r mean, that the employees of General Motors would
have to divert their laboy to the direct production of their own food,
clothing and shelter, etc. If they did, it Couldrequgre mnore emoloy-
ment, Since they would apply their labﬁrdmah%,SPEClallzed and less effi-
cient vay.

Bitas Tong as people who want food, clothing, shelter and all the
thlnga that gratlfy their desires are willing and able to exert
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money would buy new capital and keep the workers employed,

- guestion: If capltal employes labor,
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The lack of sufficient capital investment theory

This theory hypothesizes that a certain amount of capital must
first be invested before each worker can be employed. Adherence to

. this theory explains the government subsidized loans to Lockheed

and Chrysler Co*poratlons to prevent mass unemployment. The leoan .

This theory is based on the prlnClple that cayltal employs
labor.

necessary before labor can engage in productlve exerc;se how does

capltal come 1nto ex1stence7
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