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BOW TO USE THIS MANUAL

This Teschers Manusl has been prepared for a fen-lesson course in Fundamental
Bconomics based on Henry George's Progress and Poverty. The course is usually glven
over & ten-week pericd, with one two-hour lesson & week.

The Pirst lesson i1s introductory, and the ressining nine lessons are based on
reafing assignments 1n Progress and Poverty. Each week an assigmment is given to
the student, together with & lesson sheel contasining guestions based on the aszsign-
ment¥; also a supplement designed to ald the student in studylng bis lesson, or to
bring in supplementary information not fully covered in the text. At each lesson,
the teacher asks the guestions In the lesson sheet, the students give anmswers, and
there is dipeussion.

To get the full benefit of the course, the gtudent ls urged to read the entire
assignment. Meny students just read the portions indicated by the page references
after the guestions. Some, unfortunately, come to clase without having read at eil.
The teacher must be prepared to gesr his presentation to sll three cases. 1t has
been found effective to read selected portione of Progress and Poveriy aloud in
clugs.

k» a teacher, you teo should read the entire assignment before each lesson,; no
matter how meny times you have read it before. You will be smezed st the number of
things in the text you had not noticed before.

At the beginming of esch lesson, briefly review the msin pointe of the preceding
lesson and "set the stage” for the current lessom. 4%t the close of sach lesson,
summarize the main points and prepemre the students for the subject matter of the
next lesson.

In the Teachers Manmusl, for your guidance, there are model answers after the
questions. The students may answer in different wording. Be gquick to sense when

in the exact wording of the text, encourage him to re-phrase the apswer in his own
words, to be sure he has the meaning., Originality snd independent thinking should

be encouraged.

The Manual 15 designed with a view to covering the important points in Progress
and Poverty. It is believed that the teacher will get the best resulis by following
IT.7Et the ssme time, the Manusl should develop inte your own persomal tool, with
your own markings, comments, clippings inserted, etc. If you keep 1t in & looseleafl
hook, you cen add sheets, reprints, ebc.

The supplements msy be brought into class discussion at the teacher's discre-
tion. Femilisrize yourself with these supplements.

# Page references following the questions apply to the Robert Schalkenbach Foundation
edition of Progress snd Poverty; slsc the Modern Library edition.
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It is not intended that the guestlions be asked mechanicelly, ope right after
the other, each ome simply followed by sn answer from the text. There are few
encugh guestions ln esch legsom to allow soms time for discussion on each lmporbtant
point before proceeding.

Do not allow discussion on side Issues bo be too prolonged. Be sure the main
points of the lesson are covered.

It is desirsble to gel a consensus on the main ldeas, bubt sgreement ghould not
be insisted upon. iUnderstanding rether than accepiance iz the goal., The stmosphere
of the class should be oune in which the truth is pursued by students and teacher
alike. Questlons and objections can be turned back to the student and the claxs in
general. ("What do you think about the matteri")

The basic method used in thisc course iz the Bocratic method -~ guestions put by
the tescher and answered by the student. This does not mesn that there must be
nothing but guestions from the teacher. There are times when 1t iz sultabie for the
tescher to offer some words of explanation om g difficult point. But do not spend
too much of the cliags time lecturing! The siudents will lesrn much more 1f they
ghare in the discussion.

Participstion by a&ll members of the class iz desireble. This means that some-
times the shy ones should be encouraged and the talkative ones dipiomatically toned
dgown. ({(For instance, if ome student becomes toc talkative, the tescher may turn to
a shy student and ask, "What do you think of the point ralsed by Mr. X7"). But
don't insist on it. Bometimes the gulet oneg get a lot cut of the points ralsed by
the talkative ones. Respect each student's individuality, his opinioms, his be-

. bavior. . ' .

Whether to address students by thelir Tirst names or last napes, depends on the
teacher, the students, snd the clrcumstances, The importent thing is to create a
friendly and relaxed atmosphere, but with a senee of purpose. =

Open and close the class on bime.

Progress and Poverty is important for the basic principles it expoumds. Often
the 1llustrations used are oult of date, and these should be supplemented by con-
temporary Iilustrations, The teacher should try to keep up-to-date on the most Im-
portant economic develompments and to be ressonably well-informed on currvent affairs..
But do not try. to be an expert on everything, and do not pretend to know more than
you do know, (If a gquestion comes up, to which you do mot know the answer, you may
promige to find out and bring it in next week., When you do so pramise, follow
through with it. ) .

- Yor sre lo class for one main purpose, and that ig, to lead students in & study
of economlc fundamentals sg presented in Progress and Poverty. Be an expert in
that, and you will be 2 good teacher. '

O
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LESSON I

THE PROBLEM

Suggestions ito Teacher

The first lesson is primerily a
"selling" session which should convince
the students they want to continue with
the cowrse. At the same time, the stu-
dents should go ewey with the feeling
that they have sliready started to learn
something.

The following suggestions are to be
- used at your discretion. Each of the
four points mey take approwimately &
half hour, more or less.

1. YELCOME

, Distribube enrollment cards and
guestiomaires (Lesson I} to students.
Give them & 1itile time to work on guse-

tivoneire and get acguainted. If you
collect the enrclliment cards before you
formally open the classg, you will bave

" the napes of students before you.

Upen the cless by welcoming students
to the Henry George Bchool. IE it is not
too large a class, you might let them

introduce themselves by name and occupsa~

ticn. Students mey slso be asked to tell
the cless why they came, Then tell stu-
dents something of the Henry George
School:

Its purpose iz to teach Fundsmentsl
Economice in order to conitribute to a

more informed citizenry, It was founded

in 1932 by & New York scholar and busi-
nessmar, Oscar H, Geiger. It is chart-
ered as & nonprofit, ponpoliticsl educs-~
tional imstitution by the University of
the State of Hew York. From smail he-
ginnipngs 1t bas grown apd now has & large
headgusrters In Few York, exbensions in
meny citiesg in the Unlted States and
Cansde, sister schools in werious coune-
tries, snd 8 correspondence courss divi-
sicn. it is supported by voluntary con-

Hotes
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tribvutions of its friends and gradustes Hotes
Cand public-gpirited people who aspprove
of the School's work. The work is also
made pomsible by volunteer services;
teachers serve on a voluntary basis,

¥t teschinge and methods are based
on prisciples of democyecy spd freedom
and scientific inguiry.

: The Henry George School is an in-
dependent institutlon. It is widely re-
cognized as & landmerk in ednlt educs-
tion.

"he School boeklet contains aéﬁiw
tional joformation.

2. THE QUEBTIONNAIRE

Revievw brlefly current socisl and
econamic problems, particularly those
that are at the moment in the public’s
attention. Polnt out that these and
gimiisy problems can be golved iv a
democracy only by citizens learning to
think then through sad that the School
hopeg to asslst them in doing this,

_ You mey then begin on the gquestion-
nalre. Answers from all students on each

e —e gt lon -are not necessary, bub enoughoo - f- e
repliee %o get representative opinicns
should be sought.

Try to have all studesnts 1ﬂvulvedfby
the time the questionnaire iz gone
through. Agreement on answers is not
necessary at this session. The cobject
ig to get gtudents thinking about econo-
mics snd to become swere of economic
problems. If good saswers are given,
powever, or genersl (and correct) agree-
ment geems to come out of the class on
gome polnt, they can be told so and thus
encouraged.

3. THE PROBLEM

After the guestionpaire, you mey
sumgrize the discussion, and then pre-
gent the mein economlc problem somewhat

ke



g follows: Why, in spite of owr tre-
mendous progress ip productive pover, is
it #3ill sco difficult to make a living¥
Show that yesrs ago, Henry CGeorge asked
g similer guesgtion snd sought an answer
in his book, Progress and Poverty.

At this point, you may review
briefly Henry CGeorge's career and his
conptribution &5 an economist and goclal

philosopher:

Born in 1839 in Philsdelphia,
George participated in the Califorrnis
gold rush and wltnessed the swift rige
of civilization on the West Coasi, to-
gether with its problems and meliadjust-
ments. He recognized thai these malad-
Justments were universal, and aspalyzed
them with keen cbserveliion in his book
Progress snd Poverty, which appesred in

print in X9T. /577

The reat of his life was spent Iin
writing more books, slsborating his
idess, lecturing, and particlpating in
the political scepe here snd shrosd. He

ran twice for Mayvor of Hew York City and |

during the second campsign, in 1867, he
died, his election sssured had he lived.

. Henry George ls one.of the grestesth.

thirkers produced by Awerica and ig her
greatest economist. He believed in a
free economy and tried to strengthen 1%,
His Progress snd Poverty iz one of the
half-dozen masterworks of economice of
21l time; 1t has oubsold a1l the cihers,
and has had & world-wide influence.®
(Some apprecistions of Henry George by
“prominent persons may be read in our
School boukleb.)

Pags oub coples of Progress snd
Poverty to the students, Selected por-
tions of "The Problem” may then be read
sloud (especislly from page 10 to the
end), either by yourself or by some of
the students, teking turns. Select in
advance those portions you want resd.

#See Henry George: Citizen of the
World by Anna George dedille.

Hotes
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Muke comments showing that George's : Hotes
"Problen” essentially sums up the great
social and ecomomic problems of our day.
Poverty Iin the U.8. 1in George’s day may
have been more intenss; our present-day
standard of living may be higher due to
material progregs, but it is still) 4if-
ficult for the average men to keep up
with this stendard end meny people live
below it. {See footmote, p. B, Progress
and Poverty.) The problem today is
BTIIT progress and poverty. (Note, too,
George's review of economic fallacies on
page 11, which sounds very modsrn. )}

. Btudents may be promised that as they
proceed more deeply into this book, they
will find further interesting revelatlions.

4, OUTLINE OF COURSE

Explain that the course has been
set up to follow the development of
Benry George's analysis of the problem.

" Btudents should understend the points
brought out in the book, but they are
also urged to think for themselves and
to test every step of the way with their
own ressoning. They are encouraged to
ask questions 1f anything is pot clear,
and invited to participate fully in the
discusslons. . :

Explain that in seeking & solution
to the problem of msking & living, we
turn to the sclence of politicasl economy
(as stated in "The Problem", bottom of
page 11). The term "economics™ 1z used
more fregquently in modern times. Offer
the definition of political economy:
"I'ne science that treats of the natuve
of wealth and of the patural laws of its
production and distribution.”

Pell the class that altbough scono-
wice btoday is, unfortunately, not gener-
ally recognlized as 8 sclence, we propose
to treat this study as 8 sclerce, seeking
itg natural lawe, Just ag in apny other
gelence.

Offer the first natural law, or
axiom, of political economy, as set forth
in "The Problem,” top of psge 12 - "men

b
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seek to gratify theiyr desires with the
least possible exertion.” A short dls-
cussion on this point can take place
here. You night even challenge students
to think of sn exception. They will
probebly think of things that have to do
with "desire” {e.g. "men will work harder
to produce a better product”). Then you
can bring in the corollary axiom, "men‘s
desires are unlimited,” (Thus the first
axiom does not mean a tendency to less
and less mctivity,but guite the reverse.)}

Explain to students that all of
political economy is based upon these
simple axloms, snd if they grsap thess
they will have no trouble with the sub-
Ject.

Proceed; then, %o glve & brief out-
line of the remaining 9 lessons (without
going too deeply into the subject matter)
somewhat ag follows:

legson 2 - Definitions; Production and
the Scurce of Wages., It iz
importent first to lesrn the
language of pollticel economy
and then to be consistent 1in
using it. Also to be dis-
cussed: "Where do wages come
from?™

Lessor 3 - Populstion and Subsistence;
and Natursl Laws of Distribu-
tion, first pert. Are there
too many pecple? How wealth
is distributed once it is
produced. The besgic law of
distrivution. '

Lesson 4 - Laws of Distribution, second
: part. The remaining Jaws of
distribution correlated with

the basic law.

Iesson 5 - Meterisl Progress. How the
: laws of distribution apply in
an expanding economy.

- Hotes
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Lesson € - The Industrial Depression; Notes
Proposed Remedies. The
bhagic problem of meking a
living solved. Insdequacy
of currently proposed solu-
tions.

Lesson T - The Hemedy - Its Justice.
The remedy proposed by Heory
George examined for its
rightness and falrness.

Lesson 8 - Application of the Remedy.
How this remedy can be put
into effect in modern soci-
ety.

Lesson 9 - Effects of the Remedy. What
the effects are likely to be,
based on our knowledge of
pecpls, and alsc on partisl
applications now in effect.

Lesson 10 - Law of Homsn Progress., How
civilizations advance and
decliine.,  What must be done
to gave our own cililization.

Expliein to the students how the
study will be undertaken., One two-hour
sesslon a week TFor ten weeks, There will
be a reading assignment in Progress and

’ - Poverty, and a question-sheet and study T o
supplement for each lesson handed Lo
students in advence, to help find the
main points. The assignment and gues-
tions will then be discussed at the fol-
lowing session. Encourage students to
complete the study now that they have
started. They wlll be richly rewarded.
They should not feel discouraged 1f they
come across parts that seem difficult to
them, 411 thesge difficelt points will
be explained in class and everything
made clear,

Close the clags by passing ocut les-
gon sheets and supplements for lLesson 11,
collecting money for books, and reminding
studentes of the date and time of the next
sesslon. They can still bring friends to
Lesson IT1 to take the course.’

-8-
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LESS0ON I
(QUESTIONNAIRE)
TO THE STUDENT: This is not an exsminetion. You will not be ésk@d to turn in thisg
paper.
Most of the following gquestions can be answered “yes" or "mo."” Insert your ansvers

in the first column. These questions among others, may be used in discussion at the
opening session of this course. For subsequent sessions there will be a definite

vrepared assigoment.

Preserve this sheet until the completion of the course and insert your answers at
thet time, in the second colummn. You will find it interesting to compare your
angwers before and aiter the course.

First LessoniTenth Lesson
1. Is there any limit to the goods and services that 1
people want? :
2. Are "boom and bust” cycles avoidable in a fres 9
eCOnomy? i
4. Would you consider the following to be wealth? 3.
(2} Trees in a virgin forest a
(b) Wood in & lumber yard b
{(c) Fisk swimming in the ocean c
{d) Fish in the merket d
(e} Untapped oil in the ground e
{f} Gasoline in your car f
(g} A bouse 2
{b) The lot on which the house stands h -
(1) Money i
(j) Siaves J
L. Do machines cause unemployment? 4,
Y. Has this nation ever suffered from over 5
rroductiont ’
&. Are low weges caused by over-population? 6.
7. ¥ould you copnsider the work of the following v
neople as labord :
{a} Coal miner a
(b} Business execulive 5
{c) Traveling salesman : e
{d) Independent storekeeper ' g
(e} Slave e
£. ¥Would reduced taxes incrsase purchasing power? g,

9= - {over)
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S10.

i1,

12,

13,

LESBON 1

(QUESTIONNAIRE)

Wirst Lesson|Tenth

lesson

Put a check in the column after the Hﬁatement you
congider right:

{a) Taxes should be levied according to ability]|

to pay.
(b} Taxes should be levied according to bene-

fits received by the taxpayer.

Should the Government place s limit on a person's

earnings?

Cenn labor be employved without the aid of capitalt

Put & check in the column afier statement you
consider correct:
() Bmployers pay wages out of thelr capital.
{b) Buployers pay wages out of what labor
produces.

Put & check in the column after statement you

Cconsider correct:

(a) Mass unemployment is dve to perscnal
laziness, incompstence, lack of skill,
bad habits, poor health, etc.

(p) Mass unemployment is due to economic mael-
adjustments over which the individual hss

1,

15.

only limited control. . . L L

Check one:
Iz every one entitled to
{a} A living?
() An 0pportunity'to earn a living?
(¢) Neither?

Do the following prevent-poverty?
(a) Social Security
(b) vnemployment insurance
(¢) Minilmum wage laws
(d) Guaranteed anoual wege

-10- .
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10.
11.

12.
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13.

14.
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LESSON 11

DEFINITIONS; PRCDUCTION AND THE SOURCE OF WAGES

Reading Assignment: Book I, especially Chaps. Z and 3; also
middie paragraph, p. 162,

Suggestions to Teacher

Briefly review "The Problem” and
the main points covered in Lesson 1.
Few students may still enroll in the
class at this lesson.

Explain that the main objective of
this course iz to search cut fundamental
economic principles and relatlionships
and to apply them toc current problems.

Much of the confusion in poliitical
economy (or econcmics) is due %o diver-
gent uses of the same word. In any
science, terms must be cleariy defined.
All the more z¢ in economics which uses
terms that are commonly used. (Henry
George's explanation of this polnt on
page 31 of Progress and Poverty might be
read aloud in class)

After covering the definiticns, ex-
eminetion of the Wage-Fund theory is also
taken up in this Lesson. Slightly more
time should be spent on definitions than
on the wage-fund theory - say 1-1/4 hours
and 3/} of an hour, respectively.

A% the end of the Lesson, pass cub
the material and reading sssignment for
Legson IIX.

Notes

LESSON I1I - QUESTIONS

© The Meaning of the Terms:

1. What is political economy (or
economice) (See supplement)

2. What is wealth?
(41-42, 43)

-11-

The science that trests of the nature
of wealth and of the laws of its pro-
duction and distribution.

A1l meterial things produced by labor
for the satisfaction of desires, having
exchange value.
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3. Are bank-notes, money, stock
certificates, mortgages and
bords wealth? (39-40)

4, Is land wealth? Why? (38)

5. Are krowledge, skill ard ex-
perience wealth? Why? (39)

6. Are slaves wealth? Why? (40)

Production

7. YWhat are the factors in the
production of wealth? (32-38)

&. What is land? (38)

9. What is labor? (32 and 39)

10. What is capital? (42,80; alsc
162) '
11. Give some examples of wealth

that is and wealth that i=s
not capital (46~4?)

-12-

Ho, they are but evidences of wealth,

or clsime on wealth,

Their incresse or

decrease does not affect the sum total

of wealth.
true of money.
wealih, rather than wealth itself,

Fo, it is not a product of lsbor.

Ko, they are not material things.
are humsn qualities, attributes of
lzhor,

No, they are human beings whose lab
iz exploited.

Land, labor and capltel. Land asnd
labor are primary factors; capital
derivative factor, {Some economist
mention other factors such as "ente
Priﬁem o]
they are found to be ome or & combi
tion of the three basic factors.)

The whole material universe exclusi
of man and bhis products.

All human exertion in the productic
of wealth.

“ Wéaith uséi tc.predﬁéé.ﬁﬂre Qeéitha
 (Henry George's alternate definition

is, wealth not yet 1o the hands of
final consumer; or, wealth in the
course of exchange.)

Wealth not Capital
Books in the bome

Capital
Books 1In a

boock-store

Auto used 1n Aute used for pleas
business
Carpenter s Hobbyist's tool kit
tool kit

('he student may give "money" as an
smple, and if so, should be correct
See question 3; also footnote p. 47
text. Om page 46, George’s referen
to money as capital is only luntende
represent the opinion of an intelll

layman. )

Espentially the same is
It iz a meses to exchange

They

or

iz 8

=
T

government”, but on exsmination

g -

e

$3)

the

ure .

R
ed.
of
ce
d to
gend
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12, Are transportation and mer-
chandising part of productior
{48)

13. %hen is production completed?
(48)

Distribution

14. What are the three avenuesg of
distribution? (162)

15. Define rent. {(18%2)

16. Define wages. (162)

17. Define interest. (162)

Production and the Source of Wages

18,

i9.

20 .

What is the problem of
poverty? (17)

What is the "wage fund" theory
advanced to explain this pro-
blem? (17)

Upon what assumption is this
theory based? (22}

Yes, production includes not merely the
making of things, but alsc bripging them
to the witimste consumer.

When the product reaches the uwltimate
CORBUmMET .

Hent, wages and interest.

That part of wealth which is the return
for the use of land.

That part of wesalth which is the return
to labor.

That pert of weelth which is the return
for the use of capital. (Any other
returns, such &s "profits" or "taxes™
are derived from one or more of the
three basic returns.)

Blackboard Chart

Factors Product Distribution
Land ent

Labor HWealth Wages
Capital Interest

Why, in spite of technologicel progress, -
iz it so difficult to meke & living?

Or - Why, in spite of the lncreass in
productive power, do wages tend Lo a
mindmen which will give but a bare
livipg? Thus, it is a problem of wages.

That wages are fixed by the ratio bet-
ween the number of laborers seeking em-
ployment and the smount of capital de~
voted to their employment. (Though
formally refuted, this theory persists
today in one guise or ancther. Ex-
amples: (1) Ads by industries stating
that "capital gives jobs"; (2) Bar-
gaining by labor unions.)

Upoa the aspumption that wages sre
drawn from caplisl,
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23.

22,

23.

24,

25.

26.

27.

o ABT=BBY o b

 Does labor precede the payment

When the laborer employs hime
self, are his wages drawn
from capital? {50}

When laborers are paid by a
percentage of what they pro-
duce, where do wages cons
from? (53}

When laborers are paid with
money, is the result any dif-
ferent from paying wages in
kind? (55-56)

of wages? (B7-59)

If the worker is engaged in

ap enterprise the product of
which cannot be put into ex-
change immediately, are his

wages advanced from capital?
(64-69)

Do we live on past or on cur-
rent production? (75-76)

Does lack of capital explain
the persistence of poverty?

=14

duction.

Ho, from the product of his labor., Ex-

amples: fishing, frult picking.

From thelr own production. Examples:
Wheilng, selling on commiseion.

Wo, it is essentlally the same thing;
money but represents the wealth pro-
dueed, "Production iz elways the mother
of wages.”

Yes, labor must first produce the wealth

from which its wages come.

No, labor always adde to capltal by 1ts
exertion before wages are pald. The
value of a8 partially completed ship,
canal, or tunnel stands in place of the
value pald out in wages.

On current {that iz, continuous) pro-
Suspension of production in
any community would bring disaster with-
in a short time.

o, there is often the deepest poverty
where capitel is most sbundant. We
must look further for the cause of .
poverty.
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SUPPLEMENT - LESSOHN 11

DEFINITIONS

In the study of political economy (or economics) certain words have been given
8 wider meaning, others a parrower meaning than ivn every-day speech. These terms are
here defined and briefly explained.

Political Economy - The sclence which deals with the nature of wealth and the
natural laws governing 1ts production and distribution.

Like the law of gravitetion, the laws which underlie this szcience are evidenced
by those inverisble sequences encountered in nature. They are not the ordinances
and statutes enacted by govermments. These natural lawe desl with man's efforts in
cooperation with his fellows in society to procure the wherewithal (wealth) to en-
able himself and his dependents to llive and to gratify thelr msnifold desires.

Wenlth - 411 material things produced by lebor for the gratification of human
desires, and having exchange value.

It is thus seen that wealih has four charasclteristics:

1) Wealth must be meterisl. Humsn guaslities such as skill and mental acumen
are not materisl; hence, cenpot be classified as wealth.

2) Vealth must be produced by labor. Land (hereinafter defined) possesses all
the eszentisls of wealth but one -~ it is not a product of lsbor, there-
fore it is pot wealth.

3) Wealth must be capable of gratifying human desire. Money is not wealth,
it is = medium of exchange whereby wealth can be acquired. Hor are
ghares of stock, bonds or other securities classifiable as wealth. They
gre but the evidences of ownership. Rone of these gratify desire directly.
Only those things are wealth, the production of which, or the destruction
of which, increases or decreasges the totel of gocde that administer o

" hupan dgsires in 8 community.

4) Wealth must heve exchange value. That which will not bring its possessor
in & trade, sale, or other transaction something of worth, has nc exchange
value, and consequently 1s not wealth, even though human exertion mey have
gone into it. (Exsmples: whittled wood, & rusty cer, a snowman.)

Production - 411 the processes involved in bringing wealth from its place of origin
to the ultimate consumer,

Production inciudes the making of things and the bringing of them to the consumer.
An automobile, for exmmple, from the extraction of the ore which some time later be-
comes its steel body and metal Tittings, through the complex procedures of engineer-
ing, memufacturing, advertising and marketing, to the final moment when the ignition
keys are placed in the retsil purchaser's hands by the local automobile dealer, 1s
the embodliment of sn extensive cooperative effort in production.

~15-
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Land - The entire material universe exclusive of man and hls products.

Everything physical (other than men) which is not the result of man's effort,
is within the economic definition of land. This concept thus includes not merely
the dry surface of the earth, but =1l natursl materials, forces, and opportunities,

- The trees in s virgin f@resﬁ are land, wheress the tisber in a cultivated forest is
wealth. {Other examples: wind, electrical energy, wild game.) :

labor - All human exertilon in the production of wealth.

Mental toil ig labor as well as muscular effort. 411 whoe perticipate in pro-
ductlion by expending thelr mental or bodily snergy, or both, are laborers in the
economic sense. Whether the work ig that of the executlve at his desk, the engineer
at his drawing board, the mechanic at hiy laths, the sales clerk in & store, or the
farmer in a field - it is lebor, in political ecowmomy. (In & larger sense, exertion
axpended in such services as acting, dentistry, teaching, etc., may be considered as
labor; but ip political economy we limit our sittention to exertion in the productlon
of wealth.)

Lapltal ~ Wealth used to produce more wealth, or wealth in the course of exchange.

A machine iz wealth, If used to produce shoes, or other wealth, the machine
ig capltal. Bo alsc would g merchent's stock of goods in trades be capitsl. The
same items In the hands of the ultimate consumer are weslth (that ig, not capital).

Distribution - The apportiomment of wealth smong the factors which produce 1t,

The economic term "distribution® does not refer to the transporting and mer-
chandlising of wealth., These processes aye pard of production. Distridubtion refers
to the division, or aspporticoment, of the product as rent, wages, and interest.

Hept ~ That part of weslth which ig the return for the use of land.

We commonly speak of paying “rent" for building sccommodstions,or for hiring a
typewriter or an sutomobile. This is not economic rent. OCnly that which iz reallzed
from land can properly be termed "rent." :

Wages -~ That part of wealth which is the return to lsbor.

Ordinsrily, wages sre thought of ss the compensation peid to an employee.
Economically speaking, however, wages include the earnings of all whosge lsbor has in
some way produced wealth., Thus, the owner of a business enterprise easrns wages when
his mansgerial serviceg help in the output of the product.

Interest - That part of wealth which is the return for the use of capitsl.

In common parlance, a borrower pays "interest” to his creditor for money loaned
to him. In ecooomic theory, hawever, inasmuch as money is not capital the meaning
of interest is different. A farwmer's reapers and silos sre a part of his capital,
which when employed in harvesting snd storing wealth in the form of wheat, earn for
their contribution to production a portiom called “iﬁterest “

-16-
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LESSON IXi

POPULATION and SUBSISTENCE; THE LAWE OF DE$TRIBUTION? PART I {(The Law

of Rent) .

Readiag assigmment: Book IT;

also Book 111,

Chaps. 1 and 2 only.

Suggestions to Teacher

Review the seven baslc definitions
and the wage-fund theory.

Wages are not paid cut of capital,
but each laborer produces hils own wages.

Lack of capital does not explain
poverty.

We are now ready to consider whether
an imbalance between population and the
resowrces of nature explains poverty,
that is, whether there are too many
people in the world.

After dealing with population and
subsistence (which should take up less
than half the time of this Lesson) we
find that poverty ie due neither to the
lack of capital nor to the "niggardli-
ness of nature.” Since the explanation
is not to be fournd in a lack of produc-
tive power, we now turn to the distribu-
tion--of wealth for an answer.

Land
Labor
Capital

Rent
Wages
Interest

Wealth

£ Reminder: At the end of this Lesson
snd all succeeding lessons, pess
out the Questions and Supplement
for the follog}ﬂg Lesson.

Hotes

LESSON III

- QUESTIONS

Population and Bubsistence:

3. What is the Malthusiap theory
advanced to explain the per-

sistence of poverty? (91)

That population tends to increase
faster than subsistence. (Current ex-
amples of advocacy of thls docirine
should be brought in.)

-17-
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To what can we attribute the
poverty of supposedly over-
populated countries, other than
density of population? (1086}

In point of fact, have the
poepulationg of these countries
outrun the means of sub-
sistence? (113)

in these supposedly over-popu-
lated countries, does all the
wealth produced go to the pro-
ducers? (113-128)

Are we near the limit to the
number of people the sarth can
support? (133-134; See also
pP. 243)

Where do we find the greatest
evidences of wealth, in densely
populated communities, or
sparsely populated communities?
(143}

Does the increase of population
decrease or increase the power
to produce wealth? (150)

Does the increase of popula-—
tion therefore explain why
poverty persisits amidst advanc—
ing wealth? (150)

-18-

Unsocial lgnorance; unjust laws; destruce
tive warfare; upequal opportunities;
under-development.

No, large unused sress and inefficiency
of production indicate that & great
desl more could be produced in these
countries than is being produced.

 (Example: Iran has s population of 30

per sg. ml. Once a rich sgricultural
country, the people now live iu poverty
in splte of o0il development. Denmark
has 10 times the population of Iran per
sguare mile, and has & high and well
distributed standerd of living, in
gpite of poor nstural resources.
other examples, See Supplement.)

Cite

Ho, in &ll such countriss there is a
large number of non-producers supported
in luwury, and production is retarded
by unjust lawe,

Ho, the limit could only be the limit
of space. Meznwhile, the earth is
still sparsely populated, resources are
still plentiful, and we sre daily
learning new metheds of producing more.

The. per capita production. Ls much. —

grester in densely populsted communities
than in spasrsely settled places.

The increase of population increases
the power to produce wealth, as a
greater mumber of people cen produce a
larger proportionate amount of wealth
than & smaller number.

It does not. On the contrary, the in-

crease of population permits of greater
productivity.

As the answer to owr problem 1s not to
be found in the laws of production, we
will turn to the laws of dlstribution.
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The Laws of Distribution

. In political economy, what i1
meant by
1) the distribution of
waezlth?
b} the laws of distribu-

tion? (See Suppliement

10. How are the laws of distribu
tion related to one apother?

(160)

Hame and define the three
parts into which the toial
produce is digtributed. (162)

1i.

12. ¥Is capital a necessary fac-
tor in the production of

wealth? {(164)

13. Is wealth always divided in-

to three parts? (184)

Why is the term "profits”

misgleading in the study of
political economy? (156~

159)

14.

Law of Rent

15. How does the common meaning
of the term “rent” dififer
from its meaning in the
economic sense? (165)

16. If the same person is both

the owner and the user of
land. can there be rent?
{165)

s

)

-19-

The division of weaith smong the
factors that produced it.

The natural laws which determine
what portion of wealth produced is
the return t¢ sach factor of pro-
duction; 1.e., land, labor and
capital.

These laws must asccount for distribution
of the entire product.

Rent -~ Return for use of land.
Wages - Return for labor.
Interest - Return for use of capital.

(Blackboard chart:
"the pie")

Hlo, labor exerted on land without the
ald of capltal can produce wealth, al-
though generally of & very primltive
nature.

ot aiways. Without capital, for ex-
ample, the produce may be dlvided as
rent and wages; or even only as wages,
where land does not yield rent.

Because it is indefinite. A "profit" is

any smount recelved in excess of an am-
ount expended, and may consist of rent,
wages or interest; or any combination of
them. "Profits” is & bookkeeping term,
not an economlc term.

In common parlance, rent includes payment
for use of buildings, mechinery, and
other forms of capitsel, which is really
interest. In the economic sense, rent
represents & return only for the use of
Jand.

¥es. Whatever the owner might cbtain by
letting the land to another person, 1s
rent.
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7.

18.

1&.

20,

22.

23.

24,

Can land yield rent, 1f no
one 18 willing to pay for its
use?  (166)

Does the rent of land depend
only on its own productivity,
or on its productivity as

‘compared to land that can be

had for nothing? (166)

¥hat gualities make some 1land
better than other land?
{167)

1f men must resort to land

of inferior gquality to get it
free, what now happens to

the rent of all better land?
(167

What is the margin of pro-
duction? (169,172; also

207, 212) (The term "margin

of cultivation'” is sometimes
used, Both have the same
meaning. )

What iz the Law of Rent?

(168)

Where are the highest rents
found? (170)

If we learn what portion of
production goes to rent, how
will that telil us what por-
tion goes to wages and in-
terest? (171)

-20-

Ho, rent arises only when some one 1sg
willing to pay for the use of the land.

(Teacher: At this point start biack-
board charts on the Law of Rent, meking
sure to bring out the polnta in the
following questions.

The latter. HNo matter how productive
1%t may be, land will yleld rent only it
it has a greater productivity than land
which can be had for nothing.

Superior situation and fertility.
"Situation” includes not only natural
advantages, but alsc the advantages con-
ferred by population, such as city
gites.

The rent of all better lands will in-

creage. This is so because the relative
rroductivenesg of all better lands will
now be higher as compared to free land.

The leasst productive lend In use; or,
the best land to be had for nothing.

The rent of land is determined by the
excess of its produce over that which
the same application (or labor and
capital) can secure from the least pro-
ductive land in use (the margin of pro-
duction). '

In marmufacturing and commercial centers;
slso on lands rich in patural regources
{oil, uranium, etc.).

We can tell by subbtractlion bow much is
left for wages and interest (or wages
alone, if capital iz not used).

Froduction = Rent % Wages 4 Interest
Production - Rent = Wages ¥ Interest



Teschers Manusl ' Fundsmental Economics

SUPPLEMENT - LESBON III

i. Too Many People? 2. The Distribution of Wealth 3. The Law of Rent

1. TOO MANY PEOPLE?

There is 1ittle correlatlon between density of population and poverty. The
American Oxford Abtlas of 1951 indicates populastion densitles per sqguare mile in
various countries, as follows:

hustralis 2.66 France 191.9 Pekistan 194.1
Balgium T2k Germany ko p Poland 197.5
Brazil k.o Gt. Britain 50k, 7 Spain 143.3
Canada 3.48 India 295, Sweden 3¢.9
China {Com) 152.8 Ttaly ' 385. Switzerland £291.3
Denmark okl Japan 563.8 U.8.4. 50.6
Egypt kg 4 Netherlands 768.1 U.8.8.R. 22.2

Rep. of Irelsmd 1ii.1

Sparsely populated Australia, Cansda, U.S8.4., and Bweden, and densely populated
Belgium, Holland, Germany and Great Britsin have far higher stendards of Iiving than
guch countries as Brazil, China, Egyrt, India, Ttaly, Japan, Pakistan snd the U.8.5.R.,
indicating that density of population is not a relative factor.

The Food and Agricultural Organization Year Bock for 1953 shows the following
World Crop ¥Yields in 1952, in relation to commercial Fertilizer consumption:

Counbry Wheat Barley OCats Maize Rice Potatoes Fertilizer

{(Fer Bushel] Per Acre) {Per arsble acre)
T e e . g g g
Ketherlands 59.3 63.6 88.1 58.8 - hoe.g 366.2
Belgium 51.3 57.2 79.7 91.0 - Lh7.6 267.3
J. K. ko b 45 3 67.5 - - 295.9 91.3
Switzerland k1.0 k7.6 T7.2 ho.h - 312.2 121.h
W. Germany 1.0 k6.3 65.5 35.4 - 309.3 167.7
Ireland 38k s51.5 66.h - - 322.7 YT7.7
Hew Zealand 35.5  ho.1 67.7 58.5 254 3 280.1
Sweden 31.7 57.4 h6.8 27.4 81 9 190.3 150.8
U.8.A., 18.3 27.5 32.9 k0.5 5h.3 2hG.8 2k 3
Aver. {excl. USSR) 18.0 2h.5 39.3 26.1 33.5 139.8 10.5
U.8.8.R. 1.2 18.2 28.1 19.0 :

It is by no mesns true thet the most importent cause of low productivity is the
inherent gquelity of the soil or climste, or reinfell, Demmark, with poor and sandy
s0il, bas hesvy yields because of livestock farming, abundant use of fertilizer, good
crop rotations including legumes, and good seed selection.

If yields throughout the world were ralsed to the average yields of the first

seven countries in the above table, wheat yields would increase 165%; bariey 114%;
Gats 98%; maize 125%; rice 143%; potatoes 146% higher than the world average.

-2l -
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There is room for Ilmproving yielde even in Western Europe. John M. Turrell of
Horfolk, England, znd his two brothers raised 131.7 bu. of wheal per acre 1n 1953,
over three times the United Kingdom average.

Tn the Etawsh ares of India, one farmer, under the guldance of Horace C. Holmes
of the United States, ralsed wheat ylelds from 13 bu. to 63 bu., per acre.

_ The FAO Yearbock reports that there are 1,100 million acres of unused but
potentially productive land in the world, three-fourths of it in the underdeveloped
areas. Only one-sixth of the arable area of Australia is used. Canada is using only
half of her srable area. In the Middle Esst, 8 countries ti1ll 80 million acres;
another 215 million acres could be t1lled, if they were Ilrrigated.

: Several hundred million acres in Chinas {especially in the semi-arid northwest)
are untilled for lack of machimery to 11l them economically.

Known world petroleum reserves sre increasing at least as rapidly as they are
being used. But oll iz a non-renewsble resource. We can, however, produce oll from
shale. The oll-shale reserves in the U.S. are 500 billion barrels, or 17 times more
than our known reserves of petroleum. Total world reserves are unknown.

The known coal reserves will last 3,000 to 5,000 yesrs at the present rate of
use. The known reserves of urenium and thoriuwm could yleld over 25 times the net
economically recoversble reserves of cosl. In 1954 in the United States, atomic
power plants could be bullt at $17h a KW, the same cost as for & steam plant burning
coal. Electricity from an atomic plant would cost & to 8 mills per KW if U-235 were
priced between $20 and $50 a gram. This compares Favorably with the actual cost of
power in T.V.A. system of 5.2 mills and 10.1 mills in privately owned utilities.
These costs include operating expenses, depreciation, administrative and general
expenses.,

The solar energy that resches horizontal surfaces in the lower middie latitudes
is eguivalent to about 1,000 tons of cosl per acre per yesr. The energy increases in
the arid sub-tropics snd tropics. This is greater than the energy content of all the
reserves of coal, oil, natural gas and uranium in the earth's crust.

In April 1954, for the first time a soler battery converted usable amounts of
the sun's radiation directly and efficiently inte electricity. A year later a solar
battery with 11% efficiency was developed, comparing favorably with steem and gasoline
engines. The meximum theoretical efflciency is estlmated at 274, The radiant energy
of the sun can be concentrated by glant mirrors or lenses and transformed into heat

. for the production of steam power,. S

Too many pecple? Has any nation yet made full use of Iits natural resources?
Instead of nature being miserly, ber bounties remsin untapped.

200



Teachers Manual Fundamente] Ecomomics

2, THE LAWS OF DISTRIBUTION

The distribution of wealth in political economy means the division of wealth
among the factors that bave produced 1%t. The meaning 1is thus different from "dis-
tribution® in common parlance, which usually means the trapsportation of goods. Az
noted in Lesson II, transportetion is really pert of production.

The laws of distribution means the natural laws which determine what porticn of
wealth produced is the return to each factor of production - i.e., land, lasbor and
capital.

Economlc laws are not man-made or legal rules, but are natural lsws of human
behavior. The basic law that concerns us is: Men seek to gratify thelr desires
with the least exertion. In studying the laws of distribution, we learn bow this
basic law fixes the retwrn to each factor of production; that is, land, labor and
capltal.

Natural laws desl with underlying tendencies. For instance, man will always
seek gratification with the least possible effort, though he may not always succeed.
In the lawe of distributlon, we must first look for the underlying téndencies. Man-
mede laws may have an influence on economic processes, and on the distribution of
wealth. Verious cobstacles and hindrances msy chenge the pilcture. After we discover
the besic laws, we may then study the effects of all these other conditioning fac-
tors.

Scme modern economists do not agree that there are natural laws in economics.
They 1limit themselves %c & description of business processes and statisticel dats.
But in so deing, they fail to bulld up & clear and ccherent explanation of economic
phenowmena, especially of the distribution of weelth. This can only be done by &
study of the natural lews involved.

-Some sconomists do not accept omly three.factors of. production and three
avenues of distribution. OSome would add a fourth factor, "enterprise,” the return
to which is "profits.” Upon examination, it may be seen that enberprise is included
in the economic term labor, and that there is no such thing as profits apart from
rent, wages, snd interest. Some speak of a fifth factor, "Govermment,” the return
+o which 1s "taxes." Insofer as government renders a service, it is like enterprise.
Westeful goverrnment, of course,does not produce wealth at all, snd may even destroy
it. Taxes can only come from rent, wages and interest. Some economists would re-
duce the factors of production to two - labor and capltal - maintaining that land is
but & form of capital. But this lumping together of things essentially different
results only in confusion. Land is pot produced by man; capital 1s. Land ig fixed
in guantityj capital 1s not., The laws governing the returns to land and capital are
egsentially different.

The entire product (wealth) is distributed as rent, wages and interest; end
hence this distribution must account for the entire product.

Land Rent
Labor Weslth ¢ Wages
Capital Interest

-23-
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. THE LAW OF RENT

These 1llustratlions show how rent arises and iz measured in relation to wages,

in & new soclefy where capital is not yet used.

As the course proceeds, we will see

the effect on rent of an advanced, complex society and what happens when capital is

employed.

Let us immgine a new country where settlers are flrst arriving, and all the

land is free.

Different lands have verying degrees of productivity.
iliuvstrations we will asswme that s8l1l the laborers have equal productivity.

In these
In the

next lesson we will take note of differences in the skiil  industriousness, etec. of

laborers.

4. PRepresents s new country divided
into aress of verying productivity. The
figures represent what each grade of
iand will yileld per unlt of lsbor - e.g.,
8 bushels of potatoss for one day's work;
T bushels, etc.

In reality, lands are not marked off
g0 sharply &s on this diagram, but blend
inte one snother, as the colors of the
spectrum.

en 1 4
Rent Efiggggéjﬂyggz?ﬁ PR ..5_.
- Wages 1 T '

C. Eventuslly, all the "8" land is
occupled, and the next comers must resort
to *7" land. 'This land is free and
¥ilelds no rent. The entire product of

T goes to labor as wages. This "7" land
1s now the margin of production - the
best land to be had for nothing.

Wages alsc drop to "7" on "8" land
¥hich now yields s rent of 1. If the
owner of "8" land wanted tc hire lsbor,
he would have to pay 7 in wages, since
that 1s what the iaborer could get
working for himself on 7" land, If a
laborer from "7" land wented to work on
8" lmnd, he would have to pay 1 to the
owner in rent, since he can get no more
than 7 working on free land.

Rent ¢
v
7 ZERARRE
Wages 8

E. A4s settlers begin to arrive, they
will naturally teke up the Number 8 or
most productive land, since "Men seek
toe gratify thelr desires with the least
exertion.”

As the land is free, there is no
rept. A1l they produce congtitutes
their vages. (Shaded portion represents
settled land.)

2 1 0

%%%V/g’f// o

Wages 5 5 3

D. Bettlers keep coming and "7T" land
is used up, so the next comers must go
to "6" land, pushing down the margin of
production to "67. Wages then go down
to € on all lands.

Rent

New settlers must next go to 5"
land, as illustrasted above - "5% land
is npow the margin of production. Wages

"drop to 5 on 811 lands, and rent cor-

respondingly goes up on all superior
lands.

The rent of land 1s determined by
the excese of iis produce over that
which the same applicaticn of lsbor and
capital can secure from the lesst pro-
ductive land in use (the margin of pro-
ductionj.

. _21}_ )
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LESSON IV

THE LAWS OF DISTRIBUTION, PART II

{The Law of Interest and the Law of Wages)

Reading Assignment: Book III, Chaps.

3 to 8, especialiy Chaps. § to 8

Buggestions to Teacher

Review the Law of Bent with black-
board demonstration. 4 suggestion:
Have a student mske the demonstration
and the class comment on 1it,

In this Lesson; the Laws of Interest
and Wages are developed zg corollaries
of the Law of Rent. The law of Wages
has already been shown by Inference in
developing the Law of Rent,

The laws of distribution can be
seen ag laws of proportion - the division
of the product smong the three Tactors.

Hote: Thisg Lesson does not dwell
upon Henry George's "reproductive modes”
theory of interest as seb forth in Chap.
3. This is resally & dlgression from his
main theme and is not essential to an
understending of the Lawe of Distribu-
tion. However,; as & teacher 1t would
be well for you to familiarize yourself
with this theory.

Hotes

LESSON IV - QUESTIONS

The Law 0f Interest

1. What is interest, as used in
political economy, and how
doez it differ from interest
in its commercizi sense?
(173)

2. Is land capital? Is the re-
turn from land interest?
(189)

In political economy, interest iz that
part of wealth which is the return for
the use of capital. Comercial interest
is any return on an investment or mone-
tary ican and uvsuelly includes compensse-
tion for risk.

Land is not produced by lsbor and there-
fore cemnct be classed as caplial. The
return from land is rent, and showld be
distinguished from interest. The return
on a mortgage is called "interest,” but
insofar as the mortgeges repressnts land,
the return reflects rent.

-25-
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%. Do stock dividends and in- Bot necesssarily. Stocks and bonde are
terest on bonds represent not capital; they are evidence of owner-
true economic interest? ghip. If they represent capital, the

(189-1380) return reflects intersest. If they re-

- ' ' present land, the return reflects rent.
Compensation for risk generally also
enters into the return.

4. Does capital employ labor or Capital is a form of wealth, not a per-
does labor employ capital? son or perzons. Capitsl 1s used by
(195) labor as an aid in producing weelth, and

it is alweys lsbor that employs capital.

5. Is capital a fixed quantity? No, 1t fluctuates. Its gquantity depends
- (195) - on {a) amount of production; (b) smount

of existing wealth used as capltal.

&. What is the maximum refturn The entire incresse that its use will
that can be obtained for the bring. Any larger return to capital
use of capital? (195) would involve a loss to labor.

7. V¥hat is the minimum return The replacement of capital. Any smeller
that can be obtained for the return to cepltal would invelve a loss
use of capital? (195) to the owmers of capital. (In exceptional

cases sn owner might take s loss rather
than allow capital to deteriorate en-

tirely.)
8. VWhat iz the normal point of Interest will tend to settle arcund that
' interest? (198) point which will make the rewards of

lsbor and capital equally atiractive,
e . o . . o that 1s, will give an egual result to

: either for sno equivalent efforit or
gsacritlice made.

9. Why does such a point of Becasuse otherwise labor would noi sccept
equilibriue exist? (188) the use of capital, or capital would not
' be placed at the disposal of labor.

10. if interest tends teo rise a- {a) There will be & tendency to produce
bove the point of equilibrium more capital; (b) a greater porticm of
‘with wages, how will the bal- efisting wealth will be applied to use
ance be re-established? as capital. The resulting incresse of
{200} capital will tend to reduce interest

rates. :

11. If interest tends to fall be- (2) There will be = tendency to produce

: low this point of equilibrium,| less caplial; (b) & lesser portion of
how will the balance bs re- existing wealth will be applied to use
established? {(200) as capltal. The resulting scarcity of

' ' ' capital will tend to increase lnterest -
rates,

=26~
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12. On whzt grade of land do
izbor and capital obtain the
total amount of wealth pro-
duced? (201}

13, VWhat is the Law of Interest?
{203)

The lLaw of Wages

What is the fundamental
principle of human action?
{204)

i4.

15, How does this principle coper-
ate to bring equal returns
for equal effort? (204-205,
and 211)

16. In a complex society why do
we find great differences in
wages? (207~210)

17.  What arve the occupations which|

mogt frequently use land at
the margin of production and
on whose wages all other
wages depend? (212)

18. If a man can empioy himself
what will be the lowest wages
for which he will work for
cthers? (205)

19. Where land is free and labor
is uvnassisted by capital,
what part of production will
go to labor as wages?

(213)

20. Where land is free and labor
employs capital what part of
the product will go to labor
as wages? (213)

‘ployment.

27~

On land obtainable without the payment
of renty; l.e., &t the margin of produc-
tion., On all lsnd superior to the mar-
gln, rent would command the excess pro-
duction.

*#s remt arises, interest will fell as
wages fall, or will be determined by the
margin of cultivation.” (Hote: The stu-
dent may guote the entire law, as 1t-
glicized on p. 203. Only the second
sentence is essentisl. It is suggested
that the last paragraph on page 203 be
read aloud in class.)

That men geek to gratify their desires
with the least exertion.

Men will seek the most remunerstive em-
Where rewards are highest,

labor will flow in that direction uptil
an equilibrium is established. There is
thus & comnon basic level for all wages.

Because of different skills and abilities;
agreeableness or disagreesbleness of oc-
cupations; expense of lesrning them,

etec.

The extractive lndustries, thoge which
procure weslth directly from nmature:
farming, mining, lumbering, hunting,
fishing, etc.

Whet he can earn working for himself.
{Note: Keep Law of Rent Charts on the
blackboard and refer to them during the
following questions.)

The whole product,

The whole product lese interest for the
use of capital.
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21.

22.

23.

24.

25.

Fundamental Economics

Where rent arises, what de-
termines wages? (207-213)

What is the Law of Wages?
(207-213)

Where all patural opportuni-

“tie= are reduced to owner-
- ship, what may happen to

wages? (213)

if better natural cpportuni-
ties than are now available
were freely obtainable, what
would happen to wages?
(214-215)

Is the Law of Wages a law of
quantity or a law of propor-
tion? (216}

Wages will be determined by what labor
can produce from the best svailable
rent-free land; 1.e., the margin of pro-
duction,

Wages depend upon the margln of produc-
tion (or upon the produce which labor
can obtain at the highest polnt of nat-
ursl productiveness cpen to it without
the payment of rent}, falling ss it falls
and rising ss it rises.

Wages will tend, by competition of
ilsborers for natural opportunities and
jobs, to the minimum necessary for sub-
sistence,

Wages would rise as the margln rose.

it iz & law of proportion.

Correliation of the lLaws of Distribution

26,

27.

28.

From what fundamental princi-
ple of human action do these
three laws of distribution

ayizse? - {2‘18} . .

At what commcn point are
reant, wages, and interest
determined? (219)

. Do the laws of Rent,of Wages,

and of Interest account for

" the full division of the

product? (220-222)

_23-_

From the principle that men seek to
gratify thelr deslres with the least
exertion. This principle establishes an

_egnilibrium between wages and interest,

&5 men move Lo more advantageous oppor-
tupities; but it acte reversely &s bet-
ween rent and wages, beceuse land ls
fixed in quantity, is non-reproducible,
is necessary to production, and its
ownership confers a monopoly.

At the margin of productlion.

Yes.



29.

Why, in spite of the increase

of productive power, do not
wages rise proportionately?
(222-224)

Fundamentael Economlcs

Because rent absorbs an ever-increasing
share of the wealth produced. (This is
the "statics™ of the problem, = deduction
from the laws of distribution. We have
yet to find the "dypamics” - or what it
is that mskes rent advance.)
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SUPPLEMENT - LESSOHN IV

1. INTEREST AND WAGES 2. THE ECONCMIC STRUCTURE

1. IWTEREST AND WAGES

Interest is that part of wealth which is the return for the unse of capital.

In effect, interest is & veturn for human exertion which bas been previcusly
applisd and stored up in material form to lncresse production. This retwrn (interest)
will balance with the returns for other humsn exertion applied directly (wages).
Interest and wages will be eguslly atiractive becmuse pecople tend to spply thelr
energles st the point of highest return. Interest will rise snd Pall with wages.

VWages are that part of wealth which is the return for labor,

Wages asre determined by what lsbor cen cbiain at the lowest peint of production,
that is, the best land avslliable rent-free {the margin of production). Wages can be
ne higher on any better land because the competition of people secking the higher re-
turs would naturslly tend to lower wages there, alsc. Any excess of product on belter
isnds gzoes as rent for the opportunity of using the superior lccation.

A, The totel product ls 4lvided into B, If interest goez up in relation to

rent {R), wages (W) and interest . wages, a countermovement sets in to
“{I¥. Between wages and imberest : -~ yegtore-bhe equilibrmun. - For et the ..
there iz & balence represented by higher interest, more capital will

the pendulum dividing them. be supplied and less demsanded; while:

at the lower wages, less labor will
be supplied but more demanded. This
will lower interest and ralse wages
until a balence is restored.

C. If interest goes down 1in relation D. While wages and interest tend to an

to wages, less capital will be sup- : eguilibrium, this does mot hold true
piied. At the lower interest, less of rent. Jand being fixed in quan-
capital will be supplied and mors - tity, there can be no new supply to
demended; at the higher wages, more bring rent down. Thus rent lucreases
labor will be supplied and less de~ at the expense of both wages and
mended, Thus interest will then , interest. . .
tend to go up &nd wages tc go down As rent arises, interest will fsll as
'I.Iﬂtil the equilibrim is restored. : Wagﬁﬁ fﬁnll, or will he ﬂﬁt@min@aﬂ

the margin of production.

-30-
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2. TEE ECONOMIC STRUCTURE

t .
Industyy distribution of experi- Ai%s A1l sconomic sctivities are based
enced civilisn lasbor force in the upcen the land. Those st the top
USA by percentage. Source: U.S. Fin- use land and depend upon it as
Dept. of Labor and Internationsl ance wuch as those at the bottom. The
Cooperation Adminlstration, 1955. 1ns«y primary industries on which all
N—— others are bullt are those which
resl € extract wealth directly from land.
es-
tate
3.4%
Govermment
5%
Busi~
Personal and negs &
domestic ser- repalr
vices ger -
6.4 vices
% 264
Professicnal | Transporta-
and relsted | tiom,commm-
services ication, pub-
Iic utiiities
8.2%

7.9%

Wholessle and retall trads

19%

26. 44

Manufacturing end mechsnical

Construc-
tion

6.5%

Agriculture, fishing, forestry

2.4

LARD THE SOURCE OF ALL WEALTH -

-31-
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LESSON ¥

EFFECT OF MATERIAL PROGRESS UPON THE DISTRIBUTION OF WEALTH

Reading Assignment:

Bock IV

Suggestions to Teacher

Feview the Laws of Distribution:
Rent, wages and interest sre determined
at the margin of production. Wages and
interest fall as the margin falls, and
rapt rises.

Capital has been blamed for
"exploiting” lebor., We have seen that
the interests of labor and capital are
identical. The false notiocn about capl-
tal as exploiter comes from the mistaken
identification of land as capital. In
identifying land as s factor separate
from capital, we have alsc identified
rent as the receiver of the increased
production which lszbor fails te obtain,

The guestion at thisz point s, whsat
causes rent to advence?! Rent charts can
be used in thisg Lesson to demonstrste
the effect of increased production and
1and speculstion (see supplement).

Hotes

LESSON V - QUESTIORS R

1. Name the changes which copfiri-

bute to material progress.
(228) .

Effect of Increase of Population

2. What jis the effect of increase
of population upon the pro-
ductive power of labor?

(232)

as one man working alone.

(2} Increase of population.

{v) Improvements in the srts of produc-
tion and exchange.

(¢) Improvements in knowledge, education,
govermment, police, mapners and
morals- so far as they increase the
power of producing wealth,

(b) and {c¢) may be considered together
since they have the same effect.

To Improve It. 100 men working together
can produce more then 100 times as much
Increased
populetion makes poszible division of
1sbor, specialization and exzchange.
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3. V¥hat does increasing popula-
tion tend to do to the margin
of production? (232-233)

4, VWhat iz the eifect upon rent
and wages? (234}

5., Can increasing population
raise rent without reducing
wages and interest? (234-
235)

6. Is the increase of rent due
to what the landholder as
such does? (241)

Effect of Improvements In The Arts
Of Production

7. How do inventions and improve-
ments in the productive arts
save labor? (244)

#., VWhat is the eifect of labor-
saving improvements upon
total production? (245)

g, What is the effect of in-
- creased production upon the
demand for land? (245)

10. How doess the increased demand
for Yand affect (a) the mar—
gin: (b) rent? (245)

11. How do inventions counteract

“the fall of the margin? {245~
249)

What is the ultimate effect
of inventions upon rent,
wages and interest? (252)

12.

-33-

Eztend 1t to lower nabtursl levels with-
out lessening totsl productlivity.

To increase rent and lower wages pro-
portionately (Refer to Law of Rent
Charts) .

Yea, Increased populsation mskes possible
greater powers of cooperation and ex-
change, This increases producticn on
dengely populated locelities, incremsing
their rents over other lands in use,
without decreasing wages and interest as
a guantity.

No, it is due to the increase of popula-
tion,

(At this point, read or select stu-
ki

dents to read, "The Btory of the

Savannah,” pages 235-242.)

They ensble the sams result to be secured
with less labor, or a greater result with
the same labor.

To increaze production. The labor saved
by Invention can be used to produce
either more of the same things, or other

“things.

To incresase the demeand for land; e.g.,
(a) there is more intensive use of
superior lands; and (b) there is & ten-
dency Lo use additionsl land.

(2) Tt lowers the margin when inferior
land is brought into usze; (b) 1t increases
rent.

By increasing the productivity of all
lands - the best and the poorest.

The cause a lavger proportion of the pro-
duct to go to rent and s smeller and
smaller proportion to wages and interest.
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13, If machinery could replace
human labor entirely, how
would wealth be distributed?
(252-253)

Effect Of Speculation In Land

14. As material progress goes on
- and rent advances, what is
the tendency of land holders?
(258)

i5. How does withholding land
from use affect the margin of
production? (257}

18. Dses.th@ settler in & new
country take only the land he
can use? (256)

17. iIs all the land in any city
fully utilized? (257}

18. .Heed land be withheld from
use completely to lower the
margin? (257)

18. What is the effect of land
speculation upon farm land
near the city? (257)

20. Is land aﬁeculati@n always
profitable? (258)

91. Since speculation in land

: tends to lower the margin of
production, what is the ef-
fect upon the production and
distribution of wealth?
{259} :

=34~

Wages would be zerc {nc labor needed)
interest would be zerc (no new invest-
ment of capitsl needed), and rent would
sbasorb the entire product. Feople
would be supporbted by charity of land-
holders.

To speculate in land; that is, to expect
Purther advences of rent and to hold
isnd for a higher price than 1ts current
value.

Holding lsnd out of use forces the mar-
gin to a lower point than would other-
wise be necessary.

No, he often takes more than he needs,
holding part of it for speculation.
(Make blackboard charts showlng specu-
lation. Ree supplement.)

No, every city has mumercus vacant lots,
some of them extremely valuasble. (Re-
fer to cases in your city.)

No, if the land is not put to full use
of which it is capsble, the effect is

gimilar to withholding it from use en-
tirely. City slums, shanties near sky-

- gerapers, and "taxpayers" are tllustra- -

tione. {Refer to cases.)

Farm land is held not at asgrarisn land
pricea, but at prospective urban prices.
To get farm land, it 1s then necessary

to go still further away from the city.

No, meny speculators are “land poor”,
(Alsc point out that land speculators

" gpometimes misjudge the fulure increase

in values snd when the "bubble” bursts;
they may lose on their holdings.)

(a) Tc restrict the production of
wealth:; (b) to reduce wages and Interest
by forcing labor and capital to less
productive opportunities; (c¢) to in-

crease rent.
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2Z2. What is the difference between Speculation in commodities tends to in-

the effects of speculation in crease prices and thus to stimulste pro-

commodities and speculation duction of more commodities. Land is

in land? (260) fixed in quantity and speculation cannot
increase the supply of land.

23. WVWhat is the iimit to the The reduction of wages tc the lowest
epeculative advance of rent? point at which lsborers will consent to
(260) work, and Interest to the lowest point

st whick cepitel will be devoted to pro=-
duction.

~35«
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SUPPLEMENT - LESSON V
EFFECT OF MATERIAL PROGRESS

(Parts 1 and 2 of this Supplement tell the basic story.
Parts 3 and 4 are elaborations.)

1. INCEEASE IN PRODUCTIVITY

Hages 5 | 5

H&ées' B 5 T
72770 AL I NI
A BHIA

| | g NS |

‘Rent 0 , ' Rent 3 - 1 o .

k. Soclety when the first settlers have B. The pame lsnd, but with settlement

now zpread out to the 5 land. Weges are
now 5 everywhere, and rent is the 4if.

settled on the best land (men sesks to
satlsfy his desgires with the lesst ef-

fort). Wages are the whole produck, or ference.
8.
Wages 25 25 25 25 Wages 20 20 20 20 20
AL, | 277
/ ////V// 7 bo | 35 | 30 | 25 | 201
] pd il , : -' ' :
Rent 15 NIS R 5 G .REHt 20 i5 10 - 5 O

D. The margin of production pushed out
—to poorer land because of the increased

. Society after incresse in population
snd improvements in the arts of produc-

MMMMM . tion have increased productive power.  _ demand for rew msterials to go into the =

Hotice that, al-

For gimplicity, we amssumpe that it hse increased production.

been incressed 5 times on all locations.
Woges snd rent have been increased pro-
pvortionately on 21l land. The most pro-
ductive locations, of courae, would be

- though weges have been decreased; and

rent increased over Chart £, still wages
are very much greater 28 & quantity than
in the frontler days.

busineas and industrial sites,.

Chart D illustrates bhow, due to incresmsed production; wages may actually rise as
8 guantity while falling sg & proporticn of the total production {ss compared to
fromtier days). The naturasl tendency, 1f the desireble locationz are fully utilized,
is for productive power to incrssse faster than the mergin of production fallis, thus
incressing wages as a gquantity., However, another factor, speculstion, salters this
patursl movement, as we shall see In the next sevies of charts.

Note: In the foregoing and following charts, the white spaces represent free land,
The figures for wages would also include interest, if cspital were used. However,
for simpliclty, we label them “wages,” meaning, the return to the active factor In
production. (Land is the passive fector, being acted upon.)

~36-
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2. EFFECTS OF LAND SPECULATIONW

In cur yreviocus illustrations we have assumed that the margin was extended only as it
became necessary, becsuse all superior land was in use. Whst happens in the gettle-
ment of a country ig this: The first-comers, knowing that others will follow, and
that where they came from land had s value and that the weslthy class owned large
areas of valuable land, teke mores lmad then they themselves can use. Owxr cherts show
what this speculstion does: {The disgopal lines indicate land in use, while the dot-
ted aveas indicate speculation,)

Wages 8 i
7% v
// T 6 5 b /:/ T 6 5 b
w-ai:;":z } :: -2 fw-'-ﬁ
Rent G 1 O
E. The firet settlers teke mors land ¥. Thus the next sebttlers are forced to
than they can use, poorer land much socner than they would

be if land were freely svailable.

HWages T
d
7// /5/’//
AreTarg 6 5 h

i:ﬁ%ﬁ%@.d;' .
Hent 1 0
. The next gettlers appropriaﬁe in H. And esc the following settlers are
turn more than they can use, . : : forced out still ferther,
Wages 20 20 (20) 20 20 _ 35 35

L AT LAY "

{{QQZ;}:3§M& 3Gﬂ’=f;25%§ 20 ;g%g§;’§2§§§§%f 30 25 20

A R e, | e A
Rent 20 i5 (10) 5 0 5 0
I. The same sltuvation ass in Chart D, 4. Bhows what wages and rent would be,
but with productive power incressed, as after productive power has been increased,
in Charts C and D. if there were no land speculation,

Hote that in Chart J the msrgin of production is higher because the most desirable
locetions are being utilized, instead of being held for speculstion. There sre the
same number of laborers In Chari J as in Chart I. They are merely zccommodated on
betier land. Conseguently, wages have been lucressed, snd rent has been decreased,
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J. CIVILIZED SOCIETY WITH LAND SPECULATIOHN

Total Prod. 40,000 28,000 7,500 200
Tot. Wages 20,000 16,000 . 6,000 200
Wages Per Man (20)

) BT

< (35 {and) |~ {30 land) [ -];-(25'1end) °| (20 land)
S L TSI I L e . wd ) "’;_ O -

AL ey e ALL held . St e

RSETIS LR 5 AT IR

a . : .
"
3 TSI _ I U
|, e s v, i gpeculation A
P e By oy T e F e a 48, kT

* g

Totsl Rent = 20,000 12,000 1,500 0

K. This chart takes the seme situation as exists in Chart J, and adds one other
factor: more than one lsborer on each grade of land, or location. Here we see that
not only has the productivity per worker been increased {(due to increased population
and improvements in the arts of production), but the total production per area of
lsnd has also been increased, due to many workers being concentrated on the same
locationa. FEspecially is this true in citles, where there are often thousands of
workers to the acre in office bulldings snd factories.

Hers one-half of the best (40) land is in use, with 1000 workers on it. The
dotted part of each grade represents idle land, held for speculation. There are 800
workers on the 35 land, none on the 30 land, 300 on the 25 land {farther from the
heart of the city), and 10 on the 20 land, which is the margin of production. Wages
everywhere are 20, or what & lsborer can make working for himself at the margin.

To get the total productiocn, we multiply the number of workers by the grade of

1snd (production per worker). On the A0 land, it is 1,000 x 40, or 40,000, Similarly, —

to get the totsl wages on each location, we multiply the number of lsborers by the
rate of pay per man. On the 40 land, 1t is 1,000 x 20, or 20,000. The excess pro-.
duction of 20,000 is rent. '

Similarly, on the 35 land, the total production equals 800 (number of workers)
times 35 {production per man), or 28,000. Total wages equal 800 x 20 (rste of wages
er m&n), or 16,000. The excess of 12,000 is rent. There are no laborers on the 30
land, inssmuch as it is all held for speculation. On the 25 land, the total produc-
tion equals 300 x 25, or T7,3500. Total wages on the 25 land equals 300 x 20, or 6,000,
Rent is 1,500. On the 20 land there is no rent, and total wages equal total produc-
ticm: 10 x 20, or 200.

. 7 SUMMARY - ADDING TOTALS
Grade Land Ko, of Men Tot, Production Tot. Wages Total Rent

Lo Land 1,000 40,000 20,000 . 20,000
35 Land foo . 28,000 16,000 12,000
25 Land 300 7,500 6,000 1,500
20 Lend 10 ) 200 200 O

2,110 75,700 : L2,200 33,500

Notice how much highly productive land is being held out of use, forcing producers
(laborers) to use less desirable locations, thus lowering production and wages, and
increasing rent (speculative rent) by extending the margin.
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4., CIVILIZED SOCIETY WITHOUT LAND SPECULATION

Total Prod. 80,000 3,850
Total Wages T0 000 3,850
Wages Per Man 35 35
(/)
A
workers
(35 land) (30 land) (25 land) (20 land)
Total Rent 10,000 0

L. In this Chart land speculation has been eliminated, permitting lsborers te utilize
the most productive locations (as they will naturaily do, wishing to satisfy their
desires with the least exertiomn). All the 2,110 workers are accommodated om the Wy
land and & small part of the 35, leaving all the rest totelly free.

Chart L takes the same situation as in Chart X, only land speculstion is elimi-
nated. Since only half of the 40 land in Chart K was In use {with 1,000 workers on
it), the other half would also accommodate an additional 1,000, without crowding. The
800 workers on the 35 land would move over to the 40 land, and alse 200 of the 300
workers on the 2% land.

This would leave 100 workers on the 25 land, and 10 on the 20 land, who would move
over and aveil themselves of the next best grade, or the 35 land.

SUMMARY - ADDING TOTALS

Grade of ) '
Land No. of HMen : Tot. Production Tot. Wages Tot. Bent
Lo Lend 2,000 80,000 70,000 16,000
35 Land 110 3,850 3,850 0

2,110 83,850 73,850 16,000

Compare these figures with the corresponding ones in Chart K. You will see that
production has been increased from 75,00 teo 83,850 without using any more laborers or
any more or better capital or methods: merely by utilizing the best locations through
eliminating speculation. You will alsc see that wages per man have increased from 20
to 35, and total wages from 42,200 to 73,850 for the same reason.

Although the Fforegoing charts are not supposed to correspond to sny particular
factual situations, being purely arbitrary figures to illustrate a general law,
nevertheless the amount of idle or unused land depicted in the charts is modest in-
deed. According to Wayne Heydecker, Director of State Planning for the state of New
York {The Feeeman, Feb., 1938) approximately 40% of the srea of the average U.S. city
is entirely wvacant, and the remalning 6£0% includes areas devoted to streets, parks,
and other public uses, as well as the areas used for privately owned structures.
Taking into account the total area of cur country, rural as well as urban, 65% of our
people live and conduct their business on 3/5 of 1% of our land!
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LESSON VI

THE INDUSTRIAL DEPRESSION -~ PROPOSED REMEDIES

Reading Assigonment: Bouk V, especially Chap. 1; Book VI, Chap. 1 Ouly

Buggestions to Teacher

Legson ¥ deslt with the effects of material
progrese on the distribution of weslth. The ten-
dency of population growth snd newv inventions is
to Increese the demand for land, end sc¢ to raise
rent at the expense of wages and interest. This
netural tendency to the incresse of remt is Turther
accelerated by the expectation of such Increase,
leading to land speculation.

In Lesson VI, we now study the role that land
speculation plays in bringing on industrlal depres-
sions. In order to show the lmportasnce of land
speculation, other theories of depression may be
brought in (See answer to question 7). The students
may be asked Lo emmersie various theories and the
tencher can write them on the blackboard., Then
each theory can be subjected to a briefl examination.
Some of the explanations may turn out to be con-
tributing causes (see guestion 1), and then the
;e jor and constant csuse of lsnd speculation can
be emphesized. EHenry George uses the 1llustration
of & tree slmost cut through (basic cause), and

~ then & sguirrel hopping from branch to branch

(immediate cause) - "causing” the tree to fall

"7 (pege 280). See zlso the pyramid illustration =

(p. 279).

In discuszing proposed remedies, George
touches on most measures that are stlll advocated
today. Covermmentsl regulation in perticular has
"Increased greatly since George’s dey, and may re-
guire fuller discussion than (eorge gives it.

At the end of the Lesson, advize students that
the remedy proposed by George willl be taken up in
Lesson VII and that it wili require the balance of
the course before being fully understood; therefore

- the lessons, supplements and text should be studied
carefully snd with sn open mind., All guestions
about it will be hendled in dus course.

Hotes
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The Industrial Depression

1.

Theories Of Depression

What are some contributing
causes of depression? {(263)

¥hat is the basic cause of
depressions? (263-264)

#hat is the effect of land
gpeculation cn:

{a) the margin of production;
{(b) rent;

(¢} wages and interest? (264)

With increasing land specula-~
tion, what is the efifect on
production? (264)

How does a stoppage of pro-
duction at one point affect
otheyr poinits of producition?
(264265}

6.

commodities and speculation

What is the "over-production”
theory? {(266)

What is the "over-consumption®
theory? (2866)

Are these explanstions suffi-
cient? Why? {267

Explain the difference betwesn
the effects of speculation in

in land. {267}

b1-

The growing complexity of production
which makes each ghtoppage propesgate it
gelf; defective currenclies; shayp =l
ternatione in the volume of credli;
protective tayriffe.

Land speculstlon.

() It lowers the mergin of production.
(b) It raises rent;
{¢) It lowers wsges and interest.

Az the wmargin ig lowered, and wages and
interest fall, lsbor and capital no
longer ind employment st their accus-
tomed returns, so prodaction beging to
stop.

Btoppage of production at one point
causes a cessabtion of demand, which
then checks productlon at other points.
Thus, an industrisl depression ccours.

That speculation hss increased prodoc-
tion beyvond the demsnd for consumption,
thus causing 5 stoppege of production,

That specuwlation has csused extrsvagance
beyond the means of the people and the
result is e period of retrenchment.
(Other explanations may be cited.
Examples: Basy credit; inflated stocks;
the "business cycle”; the peychological
theory that “"fear will bring on & de~
pression.”)

Ho, they do not explsin why people who
are willing to exchange their labor for
the isbor of cothers are unable to do so.

lend i fixed In quantity and speculs-
tion cannot incresse the supply. Specu-
istion in comeodities reises the price
wtil production is stimulsted, which
tends to lower the price again. (Ask
for examples.)
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The Basic Cause of Depressions

10.

13.

13.

i3.

14.

15,

16.

- on land values?

What is trade? (Z€8)

What is the result of a ces-
sation of demands? (269}

Where must all production
begin? (269)

What is the main obstacle
which preveants laber and
capital from producing?
(273)

What three conditions will
restore production after a
periocd of depression?

(265 and 281)

¥Yhen productive activity is
resumed, what is the effect
(281)

is the problem of depressions
different from the general
problem of poverty? (282)

Prdposed REemedies

17.

¥hat effect would economy in
govermuent, and reduced tazes,
have upon the general level
of wages? (300-303)

The exchange of copmodities for commo-
dities.

A cessaiion of production end, likewlge,
s cessation of production means & cesg-
sation of demand.

On the land. The primery and fundsmen-
tal occupations which create & demand
for all others asre those which extract
wealth from nasture.

Denial of sccess He land because rents
are too high. This is, in effect; =
"1ock-out” of labor and capital by
landowners. This check to productlon,
beginning at the basis of interlaced
industry, propagstes ltselfl from ex-
change point to exchange point until
unemployment 1s widsspread.

(1) Falling lsnd velues.

(2} Wew inventions, incressed popula-
tion, and increased productive
capacity. ,

{3) The willingness of labor and capital
to sccept smaller returns.

With reneved activity, land values riseg

another period of land speculation sets —

in, and a new depression is on the way.

Depressions are merely intensifications
of the general tendency to poverty
pergisting with materisl progress.

Wages would temporarily rise, as lsbor
could keep the wages 1t now pays in
taxes, This would mean increaced de-
mend and incressed producticon. Rents
would rise and eventumlly swallow up
the whole gain,
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18, Can skill, industry or thrifti
eliminate poverty? Explain.
(303~-310})

19. VWhen a labor union raises
wages in & specific ladustry,
what is the effect on the
general level of wages? (313)

20. Can the general level of
wages be iancreased by a com-
plete combination of all
workmen? (313-318)

21. Can cooperative enterprises
raise the general level of
wages? (316-318)

- 2% What is the effect of govern-
mental regulation of indus-
try upon poveriy? (319-321)

23, What is the effect of the
Income Tax? (320)

-i3-

Ho, they cannot. They may help in in-
dividual cases, ag When & person works
harder, but insofer as these gqualiiies
become widespread, they increase pro-
duction; this In turn increases rent
and reduces the general level of wages.
{Example: At ome time, reading and
writing were speclal skills and pald
higher wages then ordinary workmen re-
ceived. As these skllls have become
more universal, they do not command &
higher wage than the- genersl level.)

An incressge in wages in any one industry
does not affect the mergin of production
which determines the general level of

WALEE.

Theoretically, yes, but it would be
practically impossidle. {Point out

that strikes involve tyrannical and de-
gtructive methods; they are struggles
for endurance, in which labor sterves,
capltal wastes, and landowners can wait))

No. Cooperetives, when effective; tend
to increase production, as do lmprove-
ments in skills, machinery, inventions,
ete, Thelr wltimate effect is Lo in-
crease the demsnd for lsnd, thereby
lowering the margin.

Govermmentsal regulstion may btemporarily
alleviate poverty, but it does not, and
cenmot, solve the probiem of poverty.
It tends to restrict production; re-
guires costly bureaucracy, and encourzges
evasion of regulations. (When George
refers to "the ideal of socialism” he
means the ideal of a harmonious and
cooperative soclety, which can only be
attained through freedom and natural
growth, and not through an economy
planned by government.)

£33 thet George sald sbout it as a pro-
posal hes come to pass: inguisitorial me-
thods, bribery, perjury, and lessening
of incentive to accumulate wealth.
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Z4. Can 2 more general distribu-
~tion of land raise the
general level of wages?

(321-327%)

Ho, it would merely incresse the number
of landowners. {Currently, splitting
up blg land heldings is & much advocated
reform in meny countriss. But what
about different grades of land - whst
about new generations as they are hborn -
what about different land wses, and
different human capsbilities, celling
for different land aress?)

In the next Lesson, we will teke up
the true remedy snd its justice.
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SUPPLEMERT - LEBSSONR i

by Arthur 5 Obis

HE land in a ity bloek in Washington, 1. C,

recently sold for 33,000,000, Once upon &z

time that block of land was worth enly
33000, What made it get to be worth a thousand
times as much? What gives value to land?

Ancther guestion——My, Smith owns the land
on which some stores are built in the heart of
a city. e pays 34000 » year taxes on this land.
Some businessmen have lessed the land from
him, built the stores on it, and pay him $10,600
a yvear vent for the land. Mr. Smith makes =
profit of $6000 on the deal and lives on this in-
come. Mr. Jones wants to buy this land, Smith
has pui a price of $100,000 on it and Jones has
agreed to pay H. Query: How did Smith arrive
at the price of $100,000 and why was Jones will.
ing fo pav iE7

Fhe snswer—When Jones offered to buy ihe
land, Smith said to himself, “I'm making & clear
profit of $6000 a2 year on thiz land. How much
would T have to invest at say 6% to obtain an
income of §6000 a year from the investment?”
The answer, of course, is $106,000, beeguse 6% of
$180,000 is 36000. So Smith decided the land
was worth $100,000. Jones went threugh the

same reasoning and decided that the land was
worth $100,000 to him. That is why he was will-
ing o pay that much for the land.

Unegrned income—In the above illustration,
sinee the vent of the land was $10,00¢ & vear and
the taxes only 34000 3z year, there was 36000 a
yvear which we called profit. Technically, this
profit is known as the UNEARNED INCOME from
the land. (We are disregarding incidental ex-
penses that the land owner might have.}

It should be understond that a landowner may
derive what amounts to an unearned income from
land even if ke does not rent it to anyone alze. A
wwma may own z store and the lof on which it
rests. The lot may be one for which he would
have to pay $800 a year rent if ke did not own it,
and he may consider that the lot is worth §900 a
yvear to him.  But if he pays only $360 a yvear in
tazes on the lot, he is receiving $600 a year in
value which amounts to unearned income.

A fendomental princigle-This brings us to a
fundamesntal principle of economies converning
the sale value or sale price of land, THE saAlE

 PRICE OF A PARCEL OF LAND TENDS TO BE BQUAL TO

THE AMOUNT OF MONEY THAT WOULD HAVE T0 BE

January, 1952
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TNVESTED TO YIELD AN INCOME EQUAL TO THE U~
EARNED INCOME FROM THE LAND,

We ecan get a elesrer understanding of this
fundamental principle by considering  some
analogies.

An enalogy—Let us say a YMCA rents rooms
at $10 a week. Lot us say that with inflation and
the growth of the community the demand for
rooms in the YMCA is preater than the supply.
Jimn Brown has found that the VMCA is always
full and that having himself obtained permanent
possession of two roeoms he can sublet one of
them af $12 a week, thereby making a profit of
£2 2 week.

Jimn’s friend Bill says to him, “How about re-
leasing that exira room of yours and letiing me
rent it? Pl give you a bonuag of $100.”

Jirm says, “Where eould 1 invest $100 to get an
income of 2 & week?”

Rill says, “Well how much bonus de vou
want 7

Jim thinks io himseM, “$2 a week is about $100
& year. How much would I have to invest at say
10% to get an incorme of 3100 2 year?’ The an-
swer is $1000. So Jim telis hig friend Bill that
the bonhs will have o be $1000. “Why should I
take less 77 he zays.

Rill is glad to invest some money where he can
wet a 10% vield so he agrees to pay Jim the bonus
of §1000 to release the roorn zo that he can ob-
tain the profit from it.

in this case the bonus or “sale price” of the
room is the amount of money that would have
ta be invested to yield a return equal to the profit
made on the room.

Another anology—Now let us lake another
case. Mr. Clark, the “owner” of a baseball team
has contracts with all hiz pla- rs. He has 3 very
valuable player, Jaek, whom Mr. Black, the
“owner” of another ball tean would like to hire,
Black says to Clark, “If vou will sell me Jack’s

eontract I'll pive you a bonus of $10,000, Clark

says, “Jack brings me in a clear profi of $5000
a year. Where could I invest your bonus of
$10,000 te get an income of $6000 5 year?”

Black says, “Well, how much will you seil Jack
for?”

Clark thinks to himsel, “How muoch wonld 1
have to invest at say 10% to get an income of
$5000 a year?’ Answer: $50.000. So he says,
“Make it $50,000 and you can have Him.” The
player is “sold” for $50,0001

Now we ean enlarge our fundamental principle
to read as follows: ANY SOURCE OF INCOME
WHICH YIELDE CLEAR PROFIT WILL TEND TO HAVE
A SELLING PRICE EQUAL TO THE AMOUNT OF MONEY
THAT WOULD HAVE TO BE INMVESTED TO YIELD THAT
SAME CLEAR PROFIT.

THE SALE PRICE OF 4 PARCEL OF LAND I8 MERELY
THE BONUS THAT A PROSPECTIVE OWNER IS WILL-
ING TG PAY THE PRESENT OWNER FOR THE PEWE.
LEGE (F REAPING THE UNEARNED INCOME FROM
THE LAND.

Uenearned income increoses with rentof volue..

"Let we consider a piece of land on which the

taves are 3300 a year. Let us say the land brings
in 2 net rent of $500 a year. The land therefore
yfeddsan anesrned income of $600 2 year. This

‘Machinists Monthly Journal

ie the income at 6% of an invesiment of $16,000.
S0 the sale price of the land might be about
$1¢,000.

Now let ws say that the citv grows and the
rental value of that land becomes §1200 a year.
If the taxes remain the same ($300 a vear) the
unearned income becomes 31200 minus $300, or
$900 a year. Sinee $900 iz 6% of 315,000, the
seiling price of the land would tend femporarily
to be $15,000.

{ Actuaily, the taxes wouid tend pot to remain
the same because as the selling price rose, tax
assessors, taking account of that fact would prob-

- ably increase the assessed value of the land. Con-

sequently, even though the tax RATE remained the
same the AMOUNT of the tax might inerease. This
would mean that the uncarned income would be
somewhat less than $900 2 year and hence the
zselling price would be somewhat less than
$15,600.)

¥t can be shown by algebrs that if, in the above
instance, the rental value went up from $900 to
31200 a vear {the tax raie remaining constant}
the amount of the tax would tend to become $400

" & year, the unearned income would tend fo become

$800 a vear, and the sale price would tend to be-
come ashout $13,833. That is, if the rental value
inereases 14, so do the faxes, the unearned in-
come, and the sale price,

It ithe rental value then rose to 315060 and then
to $1800 a year, the taxes, unearned income, and
sa;f price would tend to increase as shown in the
] ing tabl

ie

Rental Unearned
value  Taxes incoms price
£ 900 $300 § 600 F10,0600
12090 404 8060 12,333
1500 500 10090 16,666
1200 60 1200 26,000,

Thus we see thal the sale price of land tends

to increase in proportion te its rental value.

Why rental velues increase—We come now lo
the guestion as to why rental values of land tend
fo inerease. The reasonis based upon the natu-
ral tendency for communities to grow in
population.

Let us first consider business property. Let
us take the case of a corner drugstore. Let ua
say that over a period of ten yeazys the population
of the town has doubled. Presumably this means
that the number of persons passing the store in
a day has doubled and the number of custemers
has doubled. Presumably this means that the
valume of sales has doubled and the profiis have
doubled. The store can therefors afford to pay
more rent.  And the landlord knowing this natu-
rally charges more rent. That is why an increase
in population tends to cause land renis to
increase.

Now let us consider residential property. As

a tewn prows in pepulation residenee in it be-.

comes worth more and more for two reasona.
First, Hving in it becomes more desirable and
1ife is happier and safer because of the provizion
of paved streets, police and fire protsction,
sehools, churches, libraries, museums, thealers,
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hospitals, parks, plavgrounds, ete., and because
of the convenience of cblaining water, gas, elec.
tricity, the convenience of larger stores with
greater variety, ¢fe. The second reason is that
it is possible to make a better living financially
in & large community., PBusinesses make better
profits and can pay higher wages.

Second fundamentoel principle—This brings us
fo the second fundamental principle of economics
in relation to land values. 'THE PRESENCE OF A&
COMMUNITY GIVERE LAND IT8 RENTAL VALUE, AND
AS THE COMMUNITY GROWSES THE REENTAL VALUE
OF LAND TENDS TO INCREASE.

This does not mean thai there are noi other
ways in which the desirability of land can be in-
creagsed. Thus, a vesidential plot of land which
iz bare will be increased in value if beautified
with trees, shrubbery, and lawn. Buf it does
mean this: A manp may buy a parcel of land in
a city; he may place the land in charge of an
agent and move to Enrope. The agent may rent
the land, as for example to become a parking lot,
and from the income so derived the agent may
pay the taxes and ail assessments and his own
fee. The owner may never see the land for many
vears, may never build anything on it or send a
penny to the agent to improve it. Yet the cwner
may return some day to find the land worth ten
or twenty times as much as be paid for it. The
increase in the value of the land may be wholly
the result of the growth of the community.

Unearned increment—-Any increase in the sale
value of land resulting merely from the growth
of the community and not as the resull of any
effort or expenditure on the part of the land-
lord, is known as the UNEARNED INCIEMENT in
jand value—meaning the uneayned inerease in
value.

The UHNEARNED INCEREMENT in land value (the
amount by which the sale value exceeds the origi-
nal cost) is not to be confused with the UNEARNED

INCOME from the land (the amount by which the

Ferital vilue exceeds the taxesy. ™

Why sole prices increase—We are now in a po-
sition to see why sale prices of land may rise——as
from $3000 to 30,000 to $300,000 to $3,000,000.
It is because as communities grow the rental
value of land can increase tenfold, a hundredfold,
a thonsandfold, and because the unearned income
from land tends {¢ increase in proportion to
rental value, and because sale prices of land tend
to increase in proportion to the unearned income
from the land,

May uncarned inceme be prevenfed? —The
reader may wonder at this point whether there
is & way to prevent land from vielding an un-
earned income and so to prevent landewners from
obtaining profits from the resale of land.

The guwestion iz exactly analogous t¢ asking
whether it would be possible to prevent registered
tenants in 2 YMCA from making a profit by sub-
letting rooms and thus to prevent them from be-
ing able to charge a bonus for the possession of
a room. The obvious answer in that case is that
if the YMCA charged the full rental value of the
rooms, that is, charged the registered tenants the
same yent that they were charging the persons

to whom they sublet, there would be no profit in
subletting.

Thus, we saw how Jim Brown, as a registered
tenant in the YMCA, was able to subiet 2 room
for $12 a week for which he paid only $10 2 week
reni to the YMCA, thus making a profit of $2 a
week {(unearned inecome).

Obviously if the YMCA raised its rent to 312
a week (the true rental value of the rooms) there
would be no upearned income to be had sublet-
ting a room. Jim would have no further use for
his extra room znd would release it. Any one
who wished to rent it could do so without the pay-
ment of any benus,

In a similar way a town could prevent land-
owners from eblaining an unearned income from
land and so prevent them from making a profit
from the resale of land.

For example, let us say that a given town, wish-
ing to aveid unearned incomes from land, levies
taxes equal o the rental value of the land. A
piece of land worth $300 a year to the owner or
to any tenant or prospective tenant is taxed at
$300 a year.

There is no profit to be had in owning land
merely to lease because tenants cannot afford to
pay any more in rent than the taxes amount to.
This means that all sale prices are nominal.

Thus, let us say that Myr. Blake owns some
land that is taxed at $300 a year and that he can-
not use the land. Let us say that Mr. Adams can
use the land. Adams might offer to iease the
land from Blake at $300 a year. Rlake would
say, “There iz no profit in that for me: Il just
sell you the land for $1 and you can pay the $300
z year in taxes. So Adamg buys the land for $1.

Now let us say that with the growth in popu-
lation the lot increases in rental value to $4900 a
vear. This is shown “v the fact that Mr. Lewis
offers to rent the lot from Adams at $400 a year,
Adarns accepts the offer and leases the lot to
Lewis. The taxes are raised to $400 a year.
Adams says to Lewis, “There is no profit in
this deal for me; 'l sell you the lot for $1. So
Lewis buys the ot for $1. Adams made no
profit from the resale of the land even though its
rental value had increased.

As the population grows and rental values in-
crease, taxes are increased in proportion. There
is mever any profit to be had in leasing land (neo
unearned income to be had from owning land).
Consequently any landowner who cannot make
use of his land himself will sell it for §1.

Another funtdomental principle—This brings us
to another fundamental principle: IF THE TAXES
ON LAND ARE KEPT EQUAL TO THE RENTAL VALUE
OF THE LAND, THERE CAN BE NOG UNEARNED IN-
COME FREOM THE LAND AND THE SALE PRICE OF THE
LAND WILL NOT INCREASE,

Unesrned Jecrement-—It has been said that if
iandlords are prevented from obtaining an un-
earned increment in the value of their land (in-
erease in sale value) they should not be required
to suffer any UNEARNED DECREMENT (2 lpss be-
cause of the decrease in sale value of land).

This raises the guestion as to whether it would
be possible to hold land prices stable WHERE TEEY
ARE Now, and in that way avoid further up-
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earned increments and also aveid any unearned
decrements,

The answer is yes. For example, let us say that
a parce] of Jand has been taxed $300 a2 vear when
the rental value was $900 a vear, thus affording
an wnearned income of $600 a year. The seiling
price of the land, as we have gzeen, might be
$10.000 (because to obtain an income of 3600 a
vear at 69 one would have to invest 310,000,

Let us say that the community has grown and
that the rental value of the land has increased
from 3900 a year to $1000 a year—an increase
of $104 a year. If the taxes are raised $100 (from
£300 to $400) the unecarned income will remain
at $600 a year (the amount by which the rental
value, 31000, exceeds the taxes, $400). Con-
seguently the sale value of the land will tend io
remain constant at $10,000. The landiord will
not be able to obtain any profit {unearned incre-
ment) by selling the land.

Stmilarly, if in this case the rental value of the
land should drop from F900 to $800 a year for
any reason, the taxes would be dropped from $300
to $200 g vear, and the unearned income would
remain at $600 a vear. Consequently the sale
price would remain at $16,000. The landlord
would suffer no unesrned decrement in land value
by selling the land.

A new busis for taxes——]t should be understood
that in order to maintain the STATUS QUO zo0 as
to prevent any FURTHER unearned increments oy
any unearned decrements, taxes would need to
be based not upon sale values but upon rental
values. That is, we would need to do away with
assessments of sale values and assess rentsl
vahies. Then unearned increments and decre-
ments conld-be avoided by adjusting the faxes so
that they go up and down exactly in accordance
with the rental values.

Economic effect—We have seen how it might
be necessary, for example, to increase the tax on
a parcel of land from 8300 a year to $400 a vear,
because of an increase in the rental value of the
Iand occasioned by an increase in population, 2o
that the unearned income of the land would not
increase (remaining at $600 a year), and so that
the landlord would be prevented {rom obiaining
a profit (unearned increment) from the sale of
the land.

“thegrowth of the commmunity, by basing the tages

Presumnably this need o increase taxes would

apply generally over the town and would there- ¥

fore result in 2 substantisl inerease in tax revy-
enue. This ineveased tax revenue would be ob-
tained without financial injury to anvone because
the additional tax money so received would be
merely the maney that would otherwize go fo
fandowners as additional unearned income.
FPresumably this increase in tax revenue would
penefit the community, enabling it to have better
schools, better hospitals, betier sireets, ote., all
of which would increase the standard of living.

Swmimary—The amount that a prospective
tenant will offer to pay the owner of land in rent
for the use of the land is called the RENTAL VALUE
of the land.

The amount by which the rental value of a
parcel of land excesds the taxes on it is called the
UNEARNED INCOME from the jand.

The 84LE PRICE of a parcel of land tends to
equal the amount of money one would have io
invest in other wavs to obtain the same income
as the ownership of the land affords.

The presence of the communily gives land its
rental value. Asg population ineresses renial
values tend to increase. As rental values increass,
unearned {ncomes tend to increase in proportion,
and as unearned income from land increases, its
sale value tends to increase in proportion. Con-
sequently, as rental values increase sale values
tend to increase in proporiion.

An increase in the sale value of land iz known
a8 the UNEARNED INCREMENT in the value of the
land.

Landlords may be vrevented from profiting by -

the inerease in sale value of land resulting from

upon rental value instead of sale value and then
by adjusting the taxes on the land so that they
increagse {or decrease) in amount egual to the in-
crease {(or decrease) in the rental value of the
land. This causes the unearned income {o re-
main consiant and prevents the sale value from
increaging. :

The effect of stabilizing land values in this
manner is beneficial to a community becaise of
the resulting increase in tax revenue. This in-
crease in tax revenue is money that would other-
wise go toe landlords in the form of increased un-
earned income.

V@ILURME 64 aF ¢umn
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LESSON VII

THE REMEDY - ITS JUSTICE

Reading Assignment: Book VI, Chap. 2: Book VEEI, especially Chaps. i-3.

Suggestions to Teacher Hotes

In Lesson VI, varicus remedies for
poverty and depressions were discussed
and found insufficient, In this Lessom
we take up the true remedy. Before asgk-
ing guestion 1, point out thai a sclieanti-
fic sclution o any problem must deal
with the cause of the problem; that we
have traced the cause of the problems we
have been studying, we locked at all
other alternatives, and are now ready
for the solution.

After the remedy is glven, discuss
the concept of common property 1o Land.
(See Supplement.) Then note that George,
on p.329, is willing to subject his
remedy to several tesis: "It must be
congistent with justice; 1t must be
practicaeble of application; it must ace-
cord with the tendencies of soclal de-
velopment, and must harmonize with other

reforms.” Dilscuss the concept of Justice
which is the particular concern of this
Lesgon - “to each his dus.”

Often students immedistely ask,
"How are you going to do 1t?" They
should be assured that this will be fully
discussed in due course, but priority is
given to Justice which is the mein sub-
Ject of this Lesson. The last sel of
guestions in Lesson VII does, in fact,
give clues on how the remedy cen be
applied.

Sometimes George's remedy iz mis-
taken for "Socislism.” Part 2 of the
Supplement of this Lesson should help to
clear up this misunderstanding.

QUESTICNS
LESEON VIX

The Remedy :

1. VWhat is the remedy proposed by "We must meke land cammon property."
Henry George for the abolition —
of poverty? (328) k9.
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2. What ig Ycommon property in
land”? (See Supplement

its Justice

3. Do all men have egual rights
to existence? (338)

4, Can map exist without land?
(338) '

5. Do all men have equal rights
" to land? (338-339)

6. Can there, then, be any
© justification for the privaie
ownership of land? (339-340})

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

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

9. . Is private property in land
in accordance with the right-
ful basis of property?(336-
337) :

10. How does the term "real es-

~ tate” lead to confusion in
determining the rightful
basis of property? (337)

11. What is the origin of land
titles?  (342)

12. Does priority of occupzation
- give ap individual exclusive
right to own land? (344)

The Bent of Land

13. ¥If land is justly common pro-
perty, how can a man xetain
undisturbed use or possession
of land and yet satisfy the
equal rights of all? (344)

~50~

By failing to dlsbinguleh between a

Equal rights of all to larnd.

Tes.

Bo, it is the sforehouse from which his
needs must be supplied.

Yes, an equal right to exlstence implies
an equal right to the use of land, which
is necessary for existence,

No, private ownership by some deprives
a1l others of thelr sgusl rights.

The right of & man to the fruits of his
own exertion, to enjoy, to destroy, to
use, to exchange, or to give.

Yes, a man cen claim a clear title to
that part of wealth which 1s dus to hils
own exertions.

Ne, land is not the product of labor.

house (wemlth) which may rightfuily be
owned by an individusl, and the lot on
which 1t stands (land) which is not
rightfully private property.

Conquest, force, and fraud, (Exsmples
may be found in Alfred Chandler's book,
Origin of Lend Titles.)

No, since all men bave equal rights to
land, late comers also have their
rightz. (See illustrations of banguet,
theatre, etc., pp 34-345. Moy be read
gloud in class.)

By paying its rent to the commumity.



i4.

15.

16,

i7.

18.

19,

20.

Funa&menﬁal Ecopomics

How does payment of rent to
the community satisfy fully
the equal rights of 3117
(343-344)

Does rent arise from znything
the landowner as such has
done? (3865}

Doss rent Jjustly belong to
landowners? (365)

To whom does rent Jjustly
belong? Why? (3686)

Would it be unjust for the
community to collect all
rent without compensation to
landowners? (365-366)

Would compensation to land-
owners be just? (360-361)

How would private ownership
of improvements and personal
property {(wealth) be affected
by common property in land?
(367)

-51-

Rent is determined at the margin of pro-
duction. It meesures exacily the dif-
ference between The advantages of &
perticular plece of land and lsnd which
may be had freely by any member of the
commrmn ity .

No.

HNo.

To the commmilty, because rent represents
& valus created by the whole commumity.

Ho, the community would merely be taking
that which is rightfully ite own.

Bo, the landowners would then be recelving
the equlvalent of the rent they now col-
lect, and thus the community would not

be receiving whsat is rightfully its own.
(See Chap. 11 of A Perplexed Philsopher
by George for s fuller discussion of the
compensation guestion.)

Everyone, ievcluding the present land-
owners, would retain ownership of his

dmprovements and personal property. R
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SUPPLEMENT ~ LESSOR VII

1. 'The Meaning of “Common Property in Land.” 2, Georgism ¥Vs. Socialism
1. 'THE MEANING OF '"COMMON PROPERTY IN LAND"

Henry George says "We must make land common property.”™ This statement regulires
explsmation. Pasically, there are three types of property: common; governmenl; and
Private.

Common property 1s that which belongs 4o all men in common} that uhich all men

have an equal right to use and anjoy.

Government {or public) property is that which belongs to the state and is subject
to the direction of the government.

Private property is that which an individual (or group of Individusls) has the
exclusive right Lo possess, enjoy and dispose of as he (or they) sees fit.

It iz thus seen that common property is not government property. Common property
in the ocean 1s generally recognized; the ocean doss not belong to any govermment.
And common property is different from private property. Common property permits of
private uee, but implies an obligation to the rest of the community, since the righte
of others must be recognized.

By its very mature, land is common property and our laws and traditions alresdy
go far toward recognizing 1t as such. Soclety fixes the conditions under which land
wmay be held. The principle of eminent domsin asserte the superior claim of society
to land. BSec. 1, Par. 10. of the New York State Constitution sietes, "The people of
the State, in their right of sovereignty, possess the original and ultimste property
in and to all lands within the jurisdiction of the State.” Boglish and Americar lsw
generally recogolize sbsolute ownership of goods, bubt not of land. The law deals with
the land “"owner" as a land hold&r2 whe holds his land under the sovereignty of the
state,

 To effectuate common property in land, Henry George yroposed that indlvidusls
retain title to land,; and be assured of fixity of tenure and undisturbed possession.
He showed that the rent of land expresses the exsct smount which the ipndividusl should
pay to the community to satiafy the squal rights of all other members of the communiiy.
This payment iz all that 1z reguired to "make land common property.”

QUOTATIONS

- LEVITICUS XXV - ‘““The land shall not be forever; for the land is Mine; for ve are strangers and sbjoumezs with Me.”?

JOHN LOCKE - **God hath given the world to men in common.... Yet every man has a property in his own person.
The labor of his body and the wotk of his hands are properly his. " (Civil Govérnment)

WILELIAM BLACKSTONE - ““The earih, therefore, and all things therein, are the general property of all mankind,
exclusive of ail other beings, from the immediate gift of the Creator.” (Commentaries on the Laws of England)

THOMAS JEFFERSCOH - *The earth belongs in usufruct to the living.... Whenever there are in any country uncultiva-
ted lands and upemployed poor, it is clear that the laws of property have so far been extended as to viclate

-natural right, The earth is given as a common stock for men to labor and live on.”* (Letters to James Madison)

ABRAHAM LINCOLN - “The iand, the earth God gave to man for his home, sustenance and support should never be
the possession of any man, Corporation, societv or unfriendly government, any more than the alr or water, if as much,
An individual, or company, or enterprise requiring land should hold no mote than is required for their home and sus-
tenance, and never more thaa they have in actuz] use in the prudenf management of their legitimate business, and
this much should not be permitied when it creates an excivsive monopoly i {meoln and the Men of His Time,

by Bobert H. Browne) : .

- 52- )
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GECRGIEM:

Z. GEORGISM VS. SOCIALISM

The philoscphy of Henry Gecrge which holds that land, the free glft of

nature, belonge to all men in common and cen rightfully be subjected to private ownerw
ship only with due regard for the rights of others; and, =g a corolisry, that the

wealth produced by labor rightfully belongs to the producer.

To implement this

philosophy, Georgism proposes that the rent of land be paid by the owners of lend to
the commmity for social purposes, spd that all products of labor, all trade and com~
merce be freed of taxes and other burdens.

SOCTATISHM:

A politicsl and economic theory of socisl orgsnization based on collective

or goverrmental ownership snd democratic menmgement of the essentisl means For the

production and distribution of goods.
mental action,
Any system of social organization im which all goods are held in common.

Soclelism favors grest extensions of govern-

COMMUNISM {at present often used Interchangeably with Socialism):

New International Dictiopary Unsbridged, 1955).

(Webster's

COMPARIBON OF THE PROPOSALS OF GEORGISM AND SOCTALISM

Proposals

regarding:
LAND

CAPITAL
INTEREST

LABOR

WAGESD

GEORGIEM

Private ownership with dus regard
for the rights of others; use cone
trolied by individusl title holder,

Collected as sole public revenue
for soclel services.

Private owpership.

Betsined by privaie owners of
capltal.

Free access to nstursl meterisis
and freedom Lo chooge direction of
effort.

In proportion to combribubion to
production.

" Private enterprise snd competition

in the open market - a free field
and no favors. Recognition of the
natural rights of the individusl.

SCCTALISM

Govermuental ownercship: use con-
trolled by government,

Collected as part of over-slil
governmental plan.

Covermmental ownership.
Confiscated by govermment.

Directed by government. "From . . .
each according to his shilities,

To esch sccording to his wants.®™
(Louls Elanc)

Competition end private enter-
prise to give way to dlrection
by government. HNo individusl
rights except as granted by the
government;.

"We differ from the Sccialists in our dlagnosiz of the evil, end we differ from

them in remedies,

We have no fzar of capiiel, regerding it =s the natursl handmaiden

of lsbor; we lock om interest in itself ss netural and just; we would set no limit %o
sccumulation, nor lmpose on the rich any burden that is not equelly placed on the
poory we see no evil in competition; but deem wmrestricted competition to be ms nece
egsary 0 the heslth of the industrial and social organism as the Pree circulation of
the blood is Lo the health of the bodily orgenism - to be the agency whereby the ful-

lest cooperstion is to be secured,

¥We would gimply take for the community what belongs

to the commnity, the wvalue that attaches to land by the growth of the community;
leave sacredly to the individual =1l that belongs to the individusl; and treating
necessary moncpolies as functlons of the State, sbolish all restrictions and prohibi-
tions save those required for public healith, safety, morals snd convenience.® - From

The Condition of Labor by Henry George.
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LESSON VIII

APPLICATION OF THE REMEDY

Heading Assignment:

Book VITI

Buggestions to Teacher

In Legson ViI; we discussed George's
remedy and its justice. Having first
asubjected this remedy to the test that
it must be consistent with Justice,” we
are now ready to put it to the test that
"it must be practicsble of spplication.”

This Lesson iz in many waye the
focal polint of interest of the course.
Students are apt to think of numercus
gquestions zbout application, particu-~
larly as to how various Individuals and
property owners would be affected. Same
of these guestions are taken up in this
Lesson, but some are more properly dealt
with in Lesson IX - "Effects of the
Remedy."”

Hotes

QUESTIONS

Cwnership and Use of Land

1. What security does & man re-
gquire to warrant his building
upon or cultivating land?
(3%8)

2. 1Is private ownership of land
necessary to encourage the
erection of building= and the
cultivation of land?
(399-400)

3. How does the treatment of land
“as private property stapnd in
the way of its proper use?

(401)

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

5. 1In working out a method for
treating iand as common pro-
perty, what right should be
safeguarded? (398-403)

Security of possession of the product
of hig labor.. B

It 45 not,. The use of leassd land for
bullding and asgriculiure prevails every-
where to a greater ¢r less extent.

(Give local examples.)

The individusl owner is permitied to
prevent others from using what he can-
not or will mot use or improve himseslf. |

As soon sis there wap a need for it.

The private right to improvements.
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Application

6.

10.

il.

iz.

¥hat methods might be sm-
ploved to treat land as com-
mon properiv? (408)

What objection is there to
public purchase of land?
(405)

Is it necessary to confiscate
land? (404-405)

What is the practical method
proposed by George for
treating land as common pro-
perty? (4086)

How would land titles be afi~
fected by this proposal? (405)

Is there any existing mac—-
hinery for public collection
of rent? (405)

What does George's proposal
require with respect to other
taxzes? (4086)

The Canons Of Taxation

13.

i4.

What are the standards, or
canons, to which taxation
should conform? (408)

Name some types of taxes
which bear upon productico.
(409-410)

“55.

{&) Public purchase of land; {b) con-
fiscation of land; {c) confiscation
(public collection) of rent.

it is wnjust for the community to pur-
chasge what rightfully belongs to the
commtnity.

No. It is merely necessary to confis-
cate rent.

To sepprovriate rent by texation.

They would remaln wdigturbed.

Yeg. We already take some vepnt in tax-
ation. We need merely take it all (or
most of it). (Note that George suggests

that landowners might be left a per-
centage of the rent. See Supplement.)

To abolish sall taxation sawve that upon
land vziues. Appropriation of remt
would thus be gubstituted for sll taxes
pow impoged on Labor and Cepltal.
(Either at this point or at the end of
the Lesson the Supplement may be dils-
cussed. )

Teaxation ghould:

a) Bear as lightly as possible upon
production.

b) Be easily and cheaply collected
gnd fall as directly ss may be up-
on the ultimate payers.

¢) Be certain.

d) Bear equally, sc as to give no
citizen an advantage.

Taxes on saleg, menufacturers, commerce,
capital, improvements. Illustrations of
the above:; sales tax, Federal cligarelite
tax, Federsl traasportation tax, pro-
perty tax (to the extent levied on im~
provements). . .
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15. How do such taxes affect pro-| The incressed cost of production raises
duction? (410) prices, forcing consumers to buy less,
This checks production.

16. What effect wouvld the public It would not bear upon productiom. It
coliection of rent have upon would stimulste the maximum use of
production? (413-414) valuable lands, on which grester pro-

duction could be obtained,

17, Can a tax on land values be Yes. Land cannot be hidden. Ite value
easily and cheaply collected? can be ascertained readily. The msc-

(414) hinery now used fto collect part of the
rent could be used to collsct more with-
out added expense.

18. How does the taxation of com- The taxatlon of labor products incresses
' modities affect their price? their price by increasing the cogt of
(4186) production snd checking supply. (Refer

to the practice of "pyramiding” the
toax; see p. 415.)

19, Does a tax on rent enable the No. Since lsud is not a thing of human

owner to pass it on to ths production, taxes upon rent cannot® check
user of Iand in the form of gupply and therefore ralse rents. The
higher rent? (416) owner campot collect more rent, as rent

is determined by the margin of produc-
tion. Thus, an effort by the landowner

to shift the tax to the tenant by

ralising his rent would make the rent
higher than the land was worth, and the
tennant would move. (This principle

does not spply to taxes on bulldings, -
which may be shifted.) (See Supplement.)

20. Does a tax on land values add Nc.

to the price of commodities? a) It does not increase the rent of
(415} ' : : land.
o : b) It does not reduce the supply of
land.
c) It does not reduce the supply of
copmodities.
- d) It cannot increase prices on commo-
dities.

{Note: This question has to do with
whether s shopkeeper can ralse the
price of his products in order to pay
his rent. This is also discussed in the
Supplement. )

21. 'What tax can be collected The tex on land valuss. Lesnd carncet be

with the greatest certainty? moved or concesled, and ite value can
(415-418) ' be determined easily.

-56-
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22.

a23.

24,

25.

26.

Which conforms more closely
with the tenets of jJustice -
taxing wages or taxing rent?
{(420-421)

What does Henry George mean
by "the equality ordained by
nature™? (420-421)

¥hich tax conforms most
closely to all the canons of
taxation? {420-421;

Can we separate the value of
iand from the value of im-
provements? (425)

if a tax on land values is
the best method of raising
revenue, what is reguired

for its public acceptance?
{(429)

-57-

Paxing rent. A tax on wages %takes Trom
lsborer what 1z pightfully his, the
Fraits of his exertion. Rent is not
produced by the individusl. It is pro-
duced by society as a whole, and there-
fore justly belongs to soclety.

A copdition under which no one will have
an advantage over sncbher except by his
industry, skill or intelligence, and
each will obbain what he falrly earus.

A tax on land walues.

(&) Tex assessors habituaslly esti-
mate these two values sep-~
arately.

Freguently land is owned by
one person and the bulldings
by another.

If buildings sre destroyed,
the land value remalns.

Yes.
()
(e}

Thet the significance of land value Lax-
ation be widely understood. (The Henry
George School is seeking to educate the
public in this respect. When there are
gufficient numbers of adherents, land
value texation will become a public
igmue, Peliticians follow public
Opi’ﬁi{}ﬁo'} e .



SUPPLEMENT - LESBON VIii

1. How Land Value Taxation Can Be Appiied 3. A Sound Business Principle
2. Related Questions 4. Can the Land Value Tex Be Shifted?

1. HOW LAND VALUE TAXATION CAN BE APPLIED

Henry George proposes to “abolish all taxation save that upon land values.”
{This bas been called the "Single Tax.") We already take some rent in taxation and
we only have to make some chenges in our modes of faxation to take it all.

le: Assume & present real estate tax of 3%, i.e., 3% on land and 3% on
buildings. The change could be effected by gradually increasing the tax rate on
land and graduslly decreasing it on buildings. The first year, the land valus tax
. could be stepped up to 324 and the bullding tax down to 2-3/4%; and so on each yesr
until, after a 12-year period, the tax rate would be zerc on buildings and 6% on
land {which we assume would spproximate the full rent of land). Other taxes should
of course also be abeolished one by one.

The following chart shows how different properties would be affected:

A, ‘ B. \ c. \ n.
! !
! y :
i § |
i v IBiag.-$5,000] , _|Bldg. ~-$10,000
; )\ " Lend-§5,000  ; Land-$5,000
Present tax | : i
3% on Bldg. =~ 0 i $ 75 ¢ $150 ' $300
3% on Land -  $150 ! 150 : 150 ’ 150
it PR, R i e
Total tax -  $150 1 $oo5 u $300 ; $450
. . e i e I o £ . . e
Proposed tax : i g
None on Bldg.- 0 I 0 i 0 ; 0
& on Land - $300 ; -$300 ; $300 | $300

Tt will be seen that under the present system the owner who keeps his land idle
(A) or underveloped (B) pays less than the owner who fully luproves his land (C) snd
(D). Under the proposed tax, A. and B. will pay more than st present, C. will bresk
even, and D. will gain. Thus the tendency will be to encourage Improvements.

WOULD THE TAX BASE BE DESTROYED? The sbove example assumes that a tax egual to
the interest rate on the capitalized value of land will ebsorb the rent, (The sel-
ling price of land is simply the net rent cspitalized. See Supplement to Lesson
VI, "What CGives Value to Lend?") But with the full collection of the rent of land,
the selling price, or capitalized value of land would tend to disappear. Would we
. then be destroying the base on which the tax is jevied? Not necessarily, for a land
vaiue can still be computed based on the greoss rent whether or not lsnd has & selling
price.

Another method would be to begin by incressing the tax on land velus (seliing
rice); but sfter a certain polnt is reached the base of texation to be switched to
snnusl rental velue. The tax rete would then be directly on the rent.

Gti1l another method would be to tax the selling value at & high rate so as to
collect all but a small portion of remt which the landowner would retain. This net
rent would conbinue to be capitalized and the tax rate would continue to be Imposed
on the selling value. : -58- '
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2. RELATED QUESTIONS

SHOULD 100% OF THE RENT BE COLLECTED? Strictly spesking, yes. Henry George,
howsver, suggested (in Progress and Poverty, p. 405 and 407} leaving a percentage
of rent to landowners, enough to Induce them to comtinue holding thelr land, to col-
iect the rent from tenants arnd to turn over all but thelr percentage to the public
treasury. Between 5% snd 10% would be a ressonsble "commission®; thus there would
be & 9UF-95% tax on rent,

It should be borme in mind the "Single Tax" is not reslly a tax as are other
taxes. It is simply the commumity collectiom of remt. Ite primery purpose is to
ralse wages and extirpate poverty, snd only secondsrily iz it a measns to ralse
public revenue. It is only presented as s "tax” as a practical matter, in deference
to existing forms and methods.

WOULD RENT BE A SUFFICIENT SOURCE OF PUBLIC REVERUET The total rent of land in
the United States has never been calculated. (Irregulaer assessment practices around
the country do not give the true value of land. Furthermore, renmt is disguised in
numercus weys: for instance, it figures largely in stock dividends.)} Some say that
rent would be Insufficlent for total budgets, federal, state and local. But it is
to be expected that the Single Tax would on the one hand produce great eccnomics in
government; and on the other hand resuli In greatly incressed production of wealth,
with an increase in all returns - rent, wages snd interest. And so (if 1t does fall
short at present} within a short time rent would meet all legitimate needs of govern-
ment. Others say thet rent might exceed the neede of govermment. If so, the surplus
could be used to wipe out the public debi and the balance distributed as & dividend
to the public,

HOW WOULD THE RENT BE APPORTIORED? With only one tax, bow would it be divided
as bebween local, state and federal government? One proposal is to collect all rent
gt the local level: the local govermments would pass a percentage on to the state
govermments, which in turn would pass a percentage on to the federal government.
This is the method usually used as belween state and local govermments when properiy
taxes are levied by the state. It was alsc used by the federal government when 1%
levied property taxes between L1789 and 1861, spportioned smong the states according
to population, as specified by the U, B, Constitution.

Another proposal is to let esch level of government impose ¢he tax directly on
resgpective types of land - municipalities on land within its ares; states on land
within its areas outside the municlpelities; such as farm land; and the Tedersl
government on such natural resources as oll fields, mines, foreste and waterways. In
practice, this method is alsc partially observed.

QUOTATIONS

CHIEF JUSTICE jOHN MARSHALL: “Land, for example, has in many, perhaps in sll states, been granted by the
government since the adoption of the Constitution. This grant is a contract, the object of which ig that the profits
issuing from it shall inure to the benefil of the grantee. Yet the power of tavation may be carried so far as to absorb
these profits. Does this impair the obligation of the contracts? The idea is rejected by all.” (Providence Bank
Case, 4 Pot.556)

JUSTICE L.OUIS D. BRANDEIS: “I believe in the taxation of land values only. **

THEODORE ROCSEVELT: ‘“The burden of municipal taxation should be so shifted as to put the weight of taxation
upon the unearned rise in the value of land itself, rather than upon the improvements. ™ ’

SURGEON-GENERAL WILLIAM C. GORGAS: ‘‘The single tax would be the means of bringing about the sanitary
conditions I so much desire.”

=59
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3.  NATURAL PUBLIC REVENUE IS BASED ON A SOUND BUSINESS PRINCIPLE

Most Americans ere Tamiliar with payments made for the use of space. The most
common space payments are for use of residential, hotel, office, factory, store and
storage space, Others are for advertising space, travel sccommodations and seats 1n
places of entertaimment. Feople rent displsy space in everything from carnivals to
art galleries. Even alr space is rented over radic and television channels. Some
very large buildings have been bullt on leased alr space over rall and terminal ‘

" right-of-waws.

Rewspapers and magazines sell advertising space. The space 1s made more valiu-

- able by news items, feature articles, editorials, sports, comic and financial sec~
tions, all of which attract more readers. It is sold {rented) at a price which takes
into consideration the pumber of resders the advertiser can expect to reach.

The value of space in an office, factory, warehouse or mart building is very
similar to the value of ground areas on whlch people build their communities. These
puildings have heat, light, power, water and alr-conditicning. They offer such
fire, pollcing, snd sanitary services as &are wvarranted. These bulldings are swept
and cleaned as sre city streets, and like cities, they have their own form of
- transportation, the elevators. For all this space and service one single charge ls
made, ususlly calculated on & square foot basis, with higher charges being made for
the bent exposure and convenience.

Subject to health and safety regulations, the tenant and title holder are free
to decide how they will use the space and gervices they have contracted for in pri-
vate industry. But whether or not they meke the best use of this space, or whether
they make or lose money, good business practice demsnds that the spsce charge be
fully paid st the market price.

Irn hundreds of millions of yearly contracts for purchase of rental of space
this seme principle prevails; indeed the idea of payments based on "ability to pay"
would be unacceptable to all parties to the contracts, with very few exceptions.
The collection of RENT-of-land, or Natural Public Revenue, 1s based on exactly the
sgme principle as the collection of payment for the use of any privately provided
space with its sttendant services. (However, there is this difference to remember:
Land title -holders do not provide the services available to their land areas. The
general public provides and pays for these.) :

Only in the payment for space freely provided.by‘nature and for services pro-
vided by govermment and private producers have we neglected to apply the principle

5%

of "pay for what you get." - From Let's Abolish Taxes by Noah D. Alper.

QUOTATIONS

WINSTON CHURCHILEL: *I have made speeches to you by the yard on the taxation of land values and you know
what a strong supporter I have always been of that policy.”

LLOYD GEORGE: It is all very well to produce ‘Housing of Working Class’ bills, they will never be effective
unti! you tackle the taxation of land values.”

SUN YAT SEN: “The land tax as the only means of supporting the government is an infinitely just, rezzonable,
and equitably distributed tax.”’ :

LEO TOLSTOY: *““The method of solving the land problem has been elaborated by Henry George to such a degree
of perfection that, under the existing State organization and compulsory taxation, it is impossible to invent any
other betier, more just, practical and peaceful solution.”

-&0~
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4. CAN THE LAND VALUE TAX BE ESHIFTED TO THE TENANT?

The price of all goods, services or land 1s determined by the law of supply and
demand., Anything smd evervihing thet sffects the supply or demand for anything suto-
matically affects the price of 1%,

It is common knowledge that a tex on commodities can be and generally 15, passed
on to the buyer. The reason ie that the tex itself will reduce production by adding
to the cost of production. Cur incomes sre limited. The more taxes we pay, the
less we have left for commoditles - and the less demand, the less production. Thus,
the supply of commodities 1s lessened by the impesition of a tax on commcdities, But
nothing that s landowner, s govermment, or s consumer can do wlll increasse or de-
rease the supply of land.

By the Law of Rent, the renmt of land is determined by the excess of 1tz produc-
tion {with the same application of labor and capital), over that of the least pro-
ductive land in use. In clrcumstances where there is no free land, the landowner is
already claiming as rent all that the tenants can possibly pay.

The supply of land is firxed by nature. A tax on lend velues does not add to
the price of Jand} on the contrary it reduces the price of land by putting more land
on the market.

A tax on the value of all laend would also be applied to land which is being held
out for use for sn expected incresse in price. A great desi of land in this country
is so held. When the cwner of unused land is compelled to pay the same tax on the
velue of his Jand as the owner of improved land of equal desirsbility, he must either
use the land or dispose of 1t. This will bring more land into use. Hence, the re-
sult wvould be s relative increzse in the amount of land offered for use as compared
with exigting demand.

With more land being offered in the free market, the landowner could not ask
nore rent; he would heve to agk less. He could not pass the tax on to the tenant,
for the resson that the lapdowner, whe is slready demsnding as much rent as he can
gt cannol demsnd more rent utless he 1 #ble to revuce the available supely of
land. It is manifestly impossible for him to do that when more land is being forced
on the msrket by the tax op land walues, which reduces the share of rent which the
lsndowner can retain.

Hor can s merchant pass on the rent he pays to the landowner by raising the
price of the products he selis. The price of a product (demend being equal) depends
on its cost of production under the least favorsble conditions: that is, at the mar-
gin of production. The rent of land sbsorbs sll the adventages of superior location,
A merchant must pay wore rvenit for z more favorable locabtlon because he will do more
business there, but he cannot increase the price of hiz products to pay the higher
rent, Elither he will do 8 volume of business to warrant his using the superior
location, or he will cease business ou that site. Thus, the tax on land valueg would
uot be passed on into the price of products.

The general principles which determines the incidence of taxstion are these: A
tax upon snybhing {or upon the methods or mesns of production of anything) the price
of which is kept down by the sbility to preduce additionsl supplies, will by in-
ereasing the cost of production, check supply. This will &dd to the price of that
thing, zod uwltimetely fall on the consumer. But s tay upon anything of which the
supply iz fixed; or mopopolized, and of which the cost of production is pot therefore
& determing element, as It has no effect in checklng supply, does not increase
priczg and falls enbtirely on the cwner.

See the pamphlet, Why The Lendowner Cannot Shift The Tax on Land Values by
Henry George, ~61L- -
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LESSON IX

EFFECTS OF THE REMEDY

Reading Assigonment: Book IX

Suggestions to Teacher

In this Lesson we are ready Lo cog-
sider the probable effects of Gecrge's
remedy on econcmic, soclal and Individusl
life. Our anticipations are based upon
what we know of humsn nature and how
people behave wnder different comnditions.
In discussing the effects; refer back to
the Laws of Distribution and the mergin
of producticn. The deductioms as to
what is likely to happen under "the Bin-
gle Tax" are reinforced by studles of
iand value taxstlon now in practice. BSee
Supplement. Hote that nowhere has ihe
remedy been applled fully. Bub communi-
ties which do bave partial applications
may be compared with communities similar
in other respects but which do not apply
land value taxation.

Henry George bhas been criticlzed
for offering an Insufficient plan for a
social order. 'Thls is because he does
not believe in & "planned economy."” He
wag certainly consclous of capitel and
labor, and his "plan” for them is to give
then freedom of -opportumity.  Leorge
proposes no elaborate recomstruction of
society, and no remaking of human nature,
He accepts humsn beings asz they are and
he 1s willing to let them dsvelop accor-
ding to their nature, which he belleves
is esgentially good. He recognizes thet
social progress must be a growth; thet it
cannot be plammed or memufactured. The
touchstones of Henry George's economic
order are Llberty and Justice.

ﬁotes‘

QUESTIONS

Effects Upon Production And Distribution

1. What would be the effect cun
production if taxation of
land values were substituted
for taxes on wages and inter-
est? (433-438)

msa—

Production would be gtimnlated hecause:

) Better petursl opportunities would
be open to iabor.

b) ¥ith men no longer taxed for their
energy, industry, skill and thrifé
thers would be grester incentive to
produce, '
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How would such increased pro-
duction benefit laborers and
owners of capital? (436)

How would such increased pro-
duction affect aggregate
rent? (436-437)

How would this increase of ag-
gregate rent benefit the com-
munity? (436)

If the full rental value of
land were taken in taxation,
what would happen to - a} the
selling price of land; b) land
speculation? (436)

If taxes were placed only on
land values, would a given
place of land be taxed the
same, whether it were used or
idle? (437-438)

Under land-value taxation,
would it be necessary to pay
large sums in advance, or in-
cur mertgages, to obtain
land? (438)

What effect would opening
natural opportunities have on
competition among laborers and
on wages? (438)

~63-

" would rise as the margin rose.

o sundamental Economics

Havipng access to better natural oppor-
tunities (i.e., s higher margin) their
returns would be greater., Freed of
taxation, they could keep their full
wages and interest.

Aggregate rent would increase. Super-
ior lands, formerly unused, would be

relessed for production. A1l such md-
ditional production would increasse ag-
gregate rent, as well as wages and in-
terest. (Refer to the "pile™ and show
larger shares for all with a larger

ple.)

It would incresse the common fund in
which 811 would share,

a) The selling price of land is based
¢n the present and future income
the owner may expect. If all, or
pearly all, the rental value were
taken In taxation, the owner would
have little left to sell, and the
selling price would fall.

b) Land speculstion would nctbe pro-
fitaeble.

¥es., The tax would be based on the
land's rentel value. HNo matter how
fully 1% were bulli upon, or Ilmproved,
the osmer would pay no more than i€ it
were 1ldle, This would encourage the
best use of land.

No. Land would De much easier to ob-
tain than today. Selling price woulsd
be little or nothing, and the only re-
quirement would be that the owmer pay
bis rent tax.

The demsand by employers for labor would
Incresse and at the same time laborers
could more readily become theilr own em~
ployers. With less competition smong
isborers and incressed production, wages
{Refer

to rent chartzs.) -
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Y. How would increased wages af
fect labor's productive powe

(444445

Effect Upon Individuouals, Classes
and Society

10.

How would farther advances $

material progress {(inveniions,

increase of population, ete.
atfect all classes?
(442-445)

11. Acre for acre, how do the

- walues of agricultural land
compara with town and city
Iand? {450)

12, If only land values were
taxed, how would farmers be

affected? (447-450)

13 ..~ How would the home owyner

fare? (447-450)
14. From what types of land woul
the largest revenues bs de-
rived? (450}

15.
moved, what would be the ef-
fect on the distribution of
population? (451)

16. VWhat does Henry George mean
' by "equal distribution of

wealth'*? (45%2-453)

With speculation in land re- -

7

1]

)

d

Lebor would have the incentlive to be-
come move productlve. Poorly paild
labor is inefficient, Well paid lsbor
uses brain as well as physical power.
{Example: The incentive system used in
the Lincoln Electric Co., Ses Incentive
Management by James ¥. Lincoln.

As labor and capital became mores pro-
ductive with msterisl progress, thers
would be further incresses in wages and
interest. As rent lncreased, all would
share in the benefits of the increased
rent fund. Landowners themselves would
benefit by living in & healthier soci-
ety. '

Agricultural land values are small as
compared to the values of town end city
Jand of equal area.

Taxes on agricultural land would be
small in comperiscon with taxes on city
land. Farmers would be freed of the
burden of taxes on thelr buildings,
crops, equipment and livestock, Mar-~
ginal farmers could scquire betbter land
much more easily than today.

Hig bepefite would be sintlisr to those —
of the farmer.

From city, oil, and minersl lands,
which are generally the most productive
lands.

People in eparsely settlsd sreas could
move closer to cepnbers of populationg
people crowded in cities could spread
out more. Populstion coulé then be

more evenly diffused.

Hot thet each would get the seme amount,
but that each would get an amount equal
to what he produced,
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17.

18.

19.

20.

21.

2z,

23.

How would a single tax on
land values affect the com~
plexity of govermment?
(454-455)

How would such z system of
taxation affect the repres-
sive power of government?
(456)

What would be the functions
of govermment (local, state,
and federal)? (454-456)

What does Henry George regard
as one of the strongest
motives of human actlen?

{458-463)

If poverty were abolished,

- would men tend to 1dleness?

(4686)

What is the greatest waste of
society today? (469)

How would an enviromment
which offered greater oppor-
tunity to all tend to change
society? (470-471)

It would vastly simplify government,

It would eliminate our complicated tay

agencles and cut down om tex litigation

snd legislation.
(Note: George here spesks of “the
Btate as sole owner of land."

Thiz

ezpreszlon doos not mean land nation-

alization.

Existing titlegs and pos-

segglon of land would remain unchanged.

The State would only be "owner™ in
the sense that 1t receives rent in

the name of the people as a whole,)

It would 1ift the repressicns the

govermment now imposez on the production

and exchange of wealth through taxes
and controls.

The collection of land value taxes and
thelr use for the common benefit; the

preservation of law and order; the
administration of justice,
{Wote: When George speaks of the
"dream of socialism,” he is merely

presupposing & certain nsturel har-

mony that might develop-"the dream

of socialiem®-given the full condi-

tione of freedom, }

The desiye for spprobation.

to act for the sake of other human

“beifgs, or for s noble cause.

The sym=
pathetic nature of man which leads him

Desire would remain, urging men Fforwsrd

to new accomplishments.

The waste of mental power, caused by

conditions that permit so few to deve-

iop.

The capacities of individusls would

have greater opportunities for develop-

ment. The moral, intellectusl and

social life of society would tend toward

constant improvement.
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SUPPLEMENT LESSON IX
LAKD VALUE TAXATION AROUND THE WORLD

The following glves brief accommts of variocus places throughout the world where
lend value taxstbtion iz partially applied. Nowhere has the principle of exclusive
lend value taxation {approaching the Pull economic rent}, with consequent abolition
of all other taxes, been fully applied on = large zcale, Nevertheless, partial Bp-
plications indicate results commensurate with the degree of application.

DENMARK

Although Demmerk collects much Tevenue from taxes on incomes and products, yet
today she collects about 50% of the total annusl ground rent through various methods.
A national land valustion is beld approximetely every 5 years, The Danish methods
are as follows:

1. Rentsl of govermment-acguired land to farmers ab %% of ite gelling value.
This wes begun in 191G, About 12,000 smell farmers rent their land in this WaY.

2. Local and nationsl taxation of land values, with consequent reduction of
taxer on improvements. :

3. A nationsl tax on incresses in land values.

Results are Impressive. Danish fare tenancy dropped from 42.5% in 1850 to less
than 9% in 1839. Demmark hags the lowest tariffs of any Buropean country, and enjoys
the highest standerd of living of any European country involved in World War IT.
Dermark was the first country to restore itself to normalcy after the war {in spite
of five years of Nazi exploitation}.

Permerk is locking forwerd to coll cting the full economic rent, with conseguent
reduction of other taxes. A majority in Parliament iz in favor of this plan, and a
Justice {Single Tax) Party, with a representation in Parliament, is vigorously pro-
moting the ides, o

AUSTRALIA

ALl slx states and & mejority of the municipalities in the Commonwealth of
Australis tex land values to a certain degree, and some exempt improvements in whole
or in part. However, there are many Other non-real-estate taxes. Following are
gome detsilas:

The Capits]l Territory - The Commonweslth owns most of the land in the Capital terri-
tory, Including that in the capital city, Capberra. The govermment leases thie land
to private parties, and alsc levies a tax on its waiue,

Queensiand ~ Most of the land in Queenslsnd is owvned by the state, and lemzed., It

is subject to local lend velue taxes. There is alsc a state land value tax on
privately owned land. Improvements sre not even valued for tax purposes, Altogether,
aboyut 5&,5% of the ground rent is collected - the highest for any state in fustralis.
A1l local communities tax land values culy.

Bew South Wales - Like Queensliand, all the local taxing wits in this state tax land
values only, exempbting lmprovements, However, the percentage of the grownd rent
collected 1s perbaps mot as great. There is no state land walue tax except in cer-
teln unincorporsted asreas, bub the state collects royalties on minerals produced.

-



Teachers Mapusl Fundapental Economics

The City of Sydney became, in 1916, the largest city in the world to derive s8ll its
mmicipal revenue from land value taxation. (Its population is over one million.)
It bas resulted in elimination of real estate booms and glums, bes kept the price
of lend ressonable, and has encoursged the replacement of old buildingg by new ones,
Slum aress have largely been taken over for factories.

Western Australis - Of the 147 local taxing units (municipalities and road districte)

32 tax land velues only. The remainder tax both land and improvements, but in the
128 road districts, Bi% of the revemue is from land values only. There 1z also a

- state land value tax, which ig heavier on absentee owners. The combined smount of

ground rent teken in taxation, however, is not as great as in Queensland or Hew
South Wales,

Other Australisn States - South Australis hass & state lmnd value tax, with an addi-
tional penally on sbsentee landholders. In addition, 8§ incorporated cities, 11
countries, and 8 district councile have adopted land value taxation. The law pro-
vides that a poll may be held to rescind land value taxation. There have been 25
successful polls conducted; four were held to repeal land wvalue texation, with none
of these successful.

Victoria has & stete and locsel lsnd value taxes, 24 out of 198 locsl taxing
units tax land values only. The result hes been to bring idle land into use.

Tasmania has a state land velue tax, but as yet no local ones (although local
govermment bodies have the option to initiate this, if they choose).

Sumsary Reparding Australia - Comparing Queensland, New South Wales, and Western
Austrslia (as states texing land values more heavily} on the one hand, with South
Australia, Victoria, and Tasmania (as states heving lower taxes on land values and
aleo largely taxing improvements) on the other, the following Tindings have been
made: The first group (the land values group) bhad incresses in land under Crops,
while the second had decresses in the period considered. Compering the walue of
improvements with land, 1%t was found to be 151% in the first group, as ageinst only
79% in the second, and was much higher {1984} in Queensland, which collects the
zrectest smowmt of economic rent; Faclory wages were higher in the Tirst group and
larger in purchasing power. And lastly, it was found that population was flowing
from the second group to the flrst group, indicating that people in Australia foumd
conditions better in the first group. The inflow for Queensland, the state taxing
land vealues the most, was the grestest.

NEW ZEALAND

New Zealand, like Australis, hes both local and stete (in this case national)
government taxes on land values. Locsl taxing wnits adopt 1t by local elections.
In 1953, 15 such "polls" were held. Bince 194k, 35 local taxing units have adopted
the system, and only two have repealed it. By far the majority of local units tex
Jand vselues only.

Hon. Walter Nash, Minister of New Zealand to the U.S. during World War IT, zaid:
"It {lend value taxstion)...bas contributed in some degree to the breaking up of
larger estates, while...it has not in sny way handicapped the smell farmer...it hss
egslsted. . .in extending the productivity of the covatry by acting as sn incentive to
landowners to lmprove their lands and by fostering the development of more efficient
methods of land valustion...the tax has certainly taken, for the benefit of the com-
munity s & whole, some of,.. unearned increment’ of valus which the community itaelf

hes crseted.™ :

67~
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AFRICA

Union of South Africa - 20 of the 60 cities in the Transvaal tax land values only.

In the other L0, the tax on land values is higher than on improvements, H, ¥arle

Rugsell, fmerican Consul-General, reports: "City Authorities believe the land tax

is fairer than taxing both lsnd and improvements. There 1& no tax on machinery or

merchandise. .. it undoubtedly has helped to replace old buildings with new ones,... "
15 of the 65 wupicipalities in the Orange Free State tax land values exclusively

Tor every clty neeg except water and sanitary services. 23 of the 35 mmnicipalities

io Natal tax land values at a higher rate than improvements.

The Rhodegiag - Salisbury (Scuthern Rhodesia) taxes land at s much higher rate than
improvements, as does Llvingstone, the capital of Northern Fhodesin, Several other
towns have taken similar action.

Kenya Colony - Nairobi has taxed only land values since 1921, and Mombasa followed
suit in 1949, The Taxation Inquiry Committee appointed in 1947 by the Kenym govern-
ment reported in part: "...the Committee favors the site-velus system in the tax-
stion pattern of the Colony and the principle of levying s comparatively high rate
on land, thus insuring that 1t will not ke left idls or insufficiently developed for
long, rather than the taxation of improvements, "

CANADA

Verlous clties in western Canads tax land values at a higher rate than improve -
ments. In British Columbia, 5k of the 104 municipalities exempt improvements 50%;

13 exempt them more than 50%.

W.M. Mott, former Mayor of New Westminster (the 3rd largest port in Canade ),
sald: "B6% of our householders own thelr own property, which we believe is the high-
est percentage in Canada. Land speculation bas entirely dlsappesred...The manufac-
turers and business men are in an enviable position, since they can and do make 1m=
provements to their plants without the feamr of increased taxation...” Hew Westmin-

~&ter has the largest invested capltal per person of any city in Canada; it has no
local port duties. '

Alberta requires its 7 "cities" to exempt improvements 40% from taxation. The
Drovince faxes land vslues to & certain extent, including & land-transfer tax called
the "unearned increment tex." The province obtains such considerable revenue from
0il leases, rentals and royalties (s form of land rent), that it declared a per
capite dividend in 1957.

In Saskatchewan all but one of the cities and towns exempl improvement values
4Y%; Regine grante a T0% exemption. In the rural wmuniclpalties land value taxation
is the principsl scurce of revenue. In Manitcbs cities and towne exempt improvementy
33 1/3 yer cent.

JAMAICA, B.W.T.

The following is taken from a booklet, Land Valuation - What it Means to You by
W.M. Seivright, Minister of Apriculture aud Lands, Jammics:

"In November 1956, the Government passed the Land Valustlon Law toc provide for
& new system for the valuation of lend, ..

-68-
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“Under the old system the improved value of land was taxed, Under the naw law
land will be valued azs raw lapd. Tos value will depend on 1tz situation and whet it
is capable of producing...But anything else on the land - houses, trees, crops, soil
conservation works, anything whatever that has been dopte by men for the purpose of
Improving land and increasing its value - will not he valued as land, That is man's
labor, end he will not be taxed on bils lsbor.

"The simple purpose of the law 1s te encourage development of the land. Because
if land is properly taxed ss land, = man cannot afford to keep his land idle, which
50 many people do today."

THE UNITED STATES

The gensral property tax and the real property tax in so far as it fells on lend
values, takes for local or state purposes part of the ground rent of the U.8. In
some of our principsl clities, it ig estimsted that 25% or more of the remt iz thus
teken in taxation. This mey in some cases be as much or more ground rent (percentsge-
wise) than is collected in other varts of the world, vhere improvements are partislly
or wholly exempted. And it is apparent to students of economic principles, although
evidence is bard to complle to prove it, that to the extent thaet land valuss are
taxed, to that extent land speculation is discouraged, and the best use of land is
encouraged. Of course, to the extent thst improvements and persotial property are
taxed under the general property tax, or the real estate tax, It permits a lower tax
rate on land, discourages the erection of homes and bulldings, contributes to land
speculation and the high price of land.

In many cities, the cost of streets, water naing; sewers, curbs, lights and
other Improvements is cherged directly to the adjoining property, Including vacant
lots, through specisl assessments, This is = partial application of the principle of
land value taxstion. Government collection of royalties on mineral lands, oil
filelds, etc. are a2lsc an approach to land value taxation, &z is govermment leasing
of public lends, fishing snd water rights, etc,

Some cities and other local texing units in the United States practice partisl
or complete exemption of improvements, collecting more ground vent in taxation as a
regult,  Detalls follow: o . o

- Permsylvania - Pittsburgh and Scranton, defined by law as "cities of the second
class,” apply what 15 termed the "Graded Tax Plan,” whereby improvements are taxed
at just ome-half the rate appliceble to lend., This was begun (on & gradusted scale)
in 1913.. David L. lawrence, Mayor of Pilttsburgh for many years {since 1946), said:
“There is no doubt in my mind thet the Craded Tex Law hes been a good thing for
Pittsburgh. It has discouraged the holding of vacant land for specilation; and
provides an incentive for bullding improvements. In the distribution of the tax
burden, 1t is bereficial to the home owners.” Roy Steuffer, Chairman of the New
indugtries Committee of the Scranton Chamber of Commerce, said: "We have found that
our method of texstion...is & factor in attrscting new lndustries.”

In 1951 the Pemnsylvenle Legislsture passed an act {(vy sn overvhelming majority),
permitting the so-called "third class cities” (21l the remmining cities in the state
with the exception of Philadelphis) to tax land and improvements at Aifferent rates.
It is poseible for them to go farther than Pittaburgh and Bcranton have done in
taxing land values snd exempting improvements. A study undertsken in 1958 by =
research group at Lehigh University showed the benefits that would result From the
adoption of land value taxetlon in Bethlehenm.

-69-
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Californis - In 1909 the Californisa Legislature required new irrigation districts
and gave the option to established ones) to tax land values only, exempting lmprove-
ments, crops, ete. Today over 100 districts, serving 4,000,000 acres of the best
farm land in the state, raising sbout 75% in velue of its crops, follow this system.
However, residents of these districts still pay other taxes to counties, clties,
etc., where they reside, as well as all state and federal taxes. Also the tax
rates have been lowered considersbly of late years, due partly fo revenue from sale
of power, etc., so that not nearly &s mich of the ground remt is collected as
formerly. However, as far asg the irrigation district tax is concerned, it is 1004
on land velues.

R.V. Meikle, Chief Engineer of the Turlock Irrigstion District (which includes
the cities of Modesto and Purlock) recently said: "The successful development of
hT%Mﬁml&mm%%sascmmﬂ%dﬁﬂﬁtﬁefﬂ&ﬂﬁgfpmmmeimﬂ@%tmcm@mﬁ%:m
the past, has been due largely to the district law which allows districts to tax =il
land within their boundaries om the basgis of valustion...It is practically impossi-
ble to profit by the (mere) ownership of land in an irrigation district unless that
land is prepared for irrigation and cropped.”

Fairhope, Alsbama, was founded in 1895, on the shores of Mobile Bay, by the
Pairhope Bingle Tax Corporation; which purchased and leases to residents much of the
land comprising the present clty of Falrhope. The corporation collects the full
economic rent, and with sbout half of it pays sll real snd personal property taxes
levied by state, county, and city. The remainder is used for public lmprovements,
Since its founding, Fairhope has considersbly ocut-distanced her neighboring towns
{which were slready established and flourishing before the founding of Fairhope) in
development, population, and ropularity.

The Three Ardens, in Delaware, operate szimilarly. The first to be founded was
Arden, in 1900. Adjoining Ardentown was founded in 1922, while Ardencroft was born
in 1950. The policy is much the ssme as in Fairhope. In Arden and Ardentown the
land le held by trustees, while in Ardencroft it is held by & non-profit corporation
set up for this purpose. The land is leassd to users, and there are long waiting
ligts for i1t., With the proceeds of the rent, as in Fairhope, sll locsl taxes are.
paid, and the bslance of the rent is used for public improvements.

{(For further information, see the book Land Value Texation Arownd the World
published by the Fobert Schalkenbach Founasmtion, )

=T0-
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LESESON X
THE LAW OF HUMAN PROGRESS

Reading Assigmment: Book X. and Conclusion

Buggestions to Teacher Notes

This Lesson ig more on social
philosophy than on economics. In many
ways 1t is the bheart of the course,
presenting as 1t does "the grandest pro-
blems with which the humsn mind can
grapple.®

There are fewer questions in this
Lesseon than in most legsons in order to
allow time for discussion on philosophi-
c&l points and also for the extras in
connection with ending the course.

Most students who complete this
course find It a deeply lwpressive ex-
perience, and meny feel that "something
should be done sbout 1%." Thig is the
time to explaln to students thaet the
most important thing to do is to promote
& more widespread understanding of these
ideas, and this is the task the Henry
zeorge Bchool hes undertaken.

Students are invited to continue
Perticpating in the work of the School
ln these ways: - : : :

1. By continuing their study.
(Advise them of the second course in Ap-
plied Economics which may be taken in
class or by correspondence. )

2. By helping to bring more stu-
dents to the School,

3. By contributing help for the
meny chores in connection with rumning
the School.

k. By contributing fumds. The
School 1s supported by voluntery done-
tions,

5. By talking, writing letters to
editors and In general taking every op-
portunity to call attention to fundamen-
tal economic priaciples snd to the Henry
Gecrege School,

6. By keeping in tourch, particu-
larly by subscribing to the Schoolfs
paper, The Henry Ceorge News.

-Tl=
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QUESTIONS

The Law of Progress

1. Are different levels of civi-
lization due more to differ-
ences which inhere in indivi-
duals or in society?
(489-8508)

What must the Law of Human
Progress explain? (506)

B

3. What are the incentives to
progress?  (506-507)

4. What determines the amount of
mental power devoted to DEF -
gress? (507

5. To utilize this mental power

fully what is the first e8sSen~
tial of progress? (508)

6. What is the second essential
of "progress?  (508)

7. ¥hat thern is the Law of Humaznp
Progress? (508)

Causes of Decline

8. How does disassociastion of
peoples tend to check Proe
gress? (510-511)

=T ~

To differences whichk inbere in society,
ALl humen beings ere zesentially alike,
(This is & conclusion which has been
confirmed by modern emthropology.) What
makes socleties, civilizations, and
nations different from one another ig

not so much the differences in individu-
als, as the different traditions, beliefs,
customs and lswe which grow in every
community .

Why past civiligzations aroée and decayed,
Which social adjustments tend to advapce
and which to retard civilizetion.

The desire to gratify physical, meztal
and social wants,

That which is left afier mental pover is
expended In ron-progressive pursuits of
meintenance and conflict.

Association - As men associate in come
multies, division of labor becomes pos-
g#ible, lesading to greater rroductivity
and the freeing of mental power for
higher pursulis,

-Eguslity - ﬁAﬂﬁﬁﬁitiGﬁ'Gf”QQ&Hlity} fréew

dom and Justice. In short, an cbservance
of the moral lew will lessen the wasteful
expenditure of mental power in conflict.

Aspociation in Bouality - Asmsocistion
frees mental power for improvement ;
egquallity prevents dissipation of +this
power in Truitless struggles.

The prejudices snd animosities that grow
up between separsted communities may be-
oome barriers Lo the exchange of goods
and ideas (trade). These harriers ey
aiso lead to destructive warfars,
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g. As society becoues complex
what conditions arise which
may lead to inequalities?
(516-517)

10. Are such inegualities a
necessary result of soccial
growth? (514)

11. How does the inequitable dig-
tribution of wealth and power
t+end to check progress?
(518-519)

12. Does the law of Human
Progress (Association in
Equality) account for the
rise and fall of civiliwza-
tions? (508)

13. Does political equality alocne
assure the equitable distri-
pution of wealth and power?
(530)

8) The concentration of political power
in one person Or small groups.

b) Specialization of functions which
create privileged ¢lasses, Such as
the militsry, the judges, peliticans,
etcetera.

¢) Increasing velues of 1and which lead
to greater pOWET and wealth for those
who have monmopolized i%.

No. They csn be prevented by making
proper soclal adjustments as new condi-
tions axrise. ;

The "have-nots” are compelled to expend
their mental power in merely maintaining
existence, while the "haves” expend
mental power in keepling up and intensi-
fying the gystem of inequality.

Yes. This genersl law will explain all
diversities, all advances, a1l halts and
retrogressions. Progress goes on as
society temds toward closer agsociatlon
and greater equality. Progress is halted
by ineguallty and disassociation. '

Ko. It does mot prevent the tendency to
inequality in the ownership of land,
which leads to unequal distribution of
weslth and power.

. The Cencral Truth

i4. In what ways does Henry
George's proposal have the
gualities of a true reform?
(545)

15. What is the meaning of
Liberty? (546-547)

..""3..

Tt will make otheT desirable reforms
easier. It is politically, socially,
snd morsily sound. It ig congistent
swith true eguality and justice. It will
produce a condition of true econcmic
freedon.

*{iperty means justlce, and Justice 1s
the natural law.” Liberty is the true
source of progress. Refer to Herbert
Spencer's definition: The right of each
individual to do as he pleases, provided
he infringe not the equal right of all
others. Read, or have students read,
the passage, Pages 546-552, known a8
"fhe Ode to Liberty.” Call gtudent’s
sttention to the Concluslon, "The Problem
of Individual Life® snd note that Eenry
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George considered the individual so
important that bhe deslt with this ss the
highest and finasl problem of his book,
Pasgages from the Conclusion might also
e vead in clmss.

Distribute campletion cerbificates and
letters to gradustes. As s rule, atudents
who complete a minimaw of T out of the 10
lessons are eligible as graduntes.
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SUPPLEMENT LESSON X

1. REVIEW OF MAIN POINTS OF COURSE

The purpose of the course is to apply ecoromic fundsmentals to current problems,
particularly the problem of “progress and poverty": Why, with our great incresses
of productive power, is it still sc difficult toc mske 2 Living?

Upon examination, we find that the explanation iz not that we have Insufficient
capital or low productive capacity: nor that there sre too many people In relstion
to the world's patursl rescurces. We therefore turn to the laws of distribution for

a1 ansver.,

In studying these laws we find that wages end interest rise and fall together
with the margin of preduction; and that rent rises and falls inversely as the margin
Talle snd rises. Interest, being & return to capltal, a form of human exertion,
tends to be equally attractive with wages, Just as wages tend to be equally attrac-
tlve with all other wages.

As civilization advances and lend becomes more valuable, rent increases and is
privately apopropriasted. This lowers the rroportionate return of wealth going to
labor and capital as wages and interest. The anticipated increase of rent leads to
land speculation which holds land cut of use and further increasses rent at the ex-
pense of wages and interest., This iz the basic cause of the problem of the msldis-

tribution of weslth.

To remedy this gitustion and to raise real wages we must eliminate land monopely
and land speculation. The most effective way tc do this is by community collection
of rent (l&nd.valus taxation) and sbolitiom of all other fexes .,

Thiz proposal is Purther Justified by the fect that lsnd values are produced by
the growth and sctivities of the community as & whole, not by the efforts of land-
owners. The rent of land properly belomgs to the community to defray communel ex-
penses. Abolition of taxes on labor sand the preducis of labor would ensble producers
to keep the full fruits of their toil.

Adoption of this proposal {called the "Single Tax") would greatly encourage proe
duction; wages and interest would rise; lend, freed of the burdens of monopely and
speculation, would be easler to acquire for productive purposes and homes: govern.
ment would be greatly simplified.

With egual economic opportunities open to all, with people assoclating in equal -
ity,; society would be slevated to new heights econcmically, intellectually and morally.

2. ANSWERS TO TYPICAL QUESTIONS
(Adapted from The Taxation of Land Values by Louis F. Post)

€. Under the Single Tax, how would land values be estimated? How could you seperste
the value of the land from the value of +the improvements?

A, In much the same way ss it is done today by real estate dealers and sppraisers.
The value of land is hsbitually egtimated simply by knowing its size and location.
When fire destroys bulldings, land values remsin, Frequently, the owner of the land
and the owner of the bullding are two different parties. :

.
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€. If a map owns & city lot with & building op 1t, whst would prevent snother man
from bidding = higher tax than the first man could pmy, thus ousting him from his

building?

A. The Single Tax is not = method of nationslizing land and renting it-to the
highest bidder. It is & method of taxetion. It would not only hinder, 1t would
prevent the unjust ousting of another from his buillding. The tax falls upon Land-
owners in proportion to the value of their land. This value i= deternined by the
real estate market - by the demsnds of the whole commmity - and not by occasional

and erbitrary bids.

Q. A rich man has a large msnsion; & poor widow has & small house on an adjoining
lot with the same value. 1t it right thalt they both pay the same tax?

£. There 1z no reason in Jjustice why the community should not charge poor widows as
much for monopolizing valusble land as it cherges rich men. In either case 1t is a
special privilege which ghould be paid for. In our sympathy for the rare widow 1n
this situstion, let us not forget the hosts of widows whe not only do not live next
to mansions, but have no place to live but by some landlord's consent. They find
1t much easier to get a place to live under the Single Tax than now.

§. Though some pecple have made money by ownlng land, haven't others lost? Do not
the loszes offsel the gains?

A. Possibly; but what the land speculator loses, the communlty does not gzin., What
the land speculator gains, however, the community dces lose. As between land spec-
wlators and the community, losses camnot be justly charged againat galns. The tax-
ation of land values, incidentslly, will put an end to these "unearned losses” as
well as to unearned galns.

¢. Why single out landowpers for taxation? Are there not other umearned incomes
(s & work of art whbich increases in value)?

A. All incomes come from only two sources - lsnd or labor. Land is not a thing of
human production. Man cannot live without access to land. In these two respects 1%
is unique. No other "unearned income” compares with rent in importance. All other
“increases in value may be traced to a labor-product as its source. A work of art may
be unique, but, unless it 1s stolen, its transfer from hand to hand is morally Jjusti-
fisble. And its ounership does not deprive any one of the means of life - or even of
the means of creating s new work of art.

Q. If a man buys land in good faith, under the laws under which we live, would he
not be entitled to compensation for his individusl loss if we taxed away the value
of his land?

A. Even at present, i1f & landowner does not pay his taxes; his land 1s confiscated
by the government without compensation. Land grants asnd texation are clearly matters
of the general public policy; they are legislative and not contractual in character.
Titles to land values and privileges of exemption from texation ere voldeble at the
pleasure of the people. The reserved right of the people to terminate grants of
lend velue is &s truly a part of every grant of land as if it were written expressly

-76-
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in the body of the instrument. Since Progress snd Poverty wes written, there has
been & congldersble body of public opinion in Favor of land value taxation, and the
propossl has been put into application 3n several parts of the world. Hotice,
therefore, hms been served thet there is an effort in progress 4o sccomplish com-
munity collection of rent by proper methods. ig this movement grows, men carmot be
gllowed to make bete that it will £ai1l and then, when they lose their bets, to call
upon the people to compensate them for thelr loss. (See the chapter on "Compensation”
in Henry Ceorge's A Perplexed Philosopher.) WNote, too, that land titles will remsin.
A men will still have the 1end he bought and it will gtill be just as good to him -
even better - for building a house or establlsghing & businesas.




