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LESSON I

THE PROBLEM

Suggestioné to Teacher

The first lesson is primarily a "selling” session which should convince
the students they want to continue with the course. At the same time, the
students should go away with the feeling that they have already begun to
learn something.

The following suggestions are to be used at your discretion. However,
the unit on "The Problem" is of particular importance since it is meant to
dispel in advance any doubt as to the current relevance of George and of the
course, The unit on "The Questionnajre” is less essentiel, and may be dis-
penged with if desgired,

1, WELCOME

Distribute enroliment cards and questionnaires to students, Give them
a few minutes to work on questionnaires and get acquainted. If you collect
the - enrollment cards before you formally open the class, you will have the

Open the class by welcoming students to the Henry George School, Intro-
duce yourself and say a word or two about your background, If the class is
not too large, ask the students to introduce themselves by name and cccupa-
tion. They may also be asked to tell the group why they came, Then tell the
students something of the School:

Its purpose is to teach political economy and social philosophy in order
to contribute to a more informed citizenry, It was founded in 1932 by & New
York scholar and businessman, Oscar H, Geiger. It is chartered as a nonprofit,
nonpolitical institution by the University of the State of New York. From
small beginnings it has grown and now has a large headquarters in New York
City, extensions and affiliated schools in the United States and Canada, and
sister institutions in several foreign countries. It is supported by an en~
dowment and by the voluntary contributions of its friends and graduates and
by public-spirited people who approve of the School's work, The work is also
made possible by volunteer services; teachers serve on a2 voluntary basis, Its
teachings and methods are based on principles of free inquiry and scientific
snalysis.
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The Henry George School is an independent institution, It is widely
recognized as a landmark in adult education, '

The School booklet contains additional information,

2. THE QUESTIONNAIRE

Mention briefly a few of the main gocial and economic problems which -
have attracted public attention at present. Point out that these and simi-
lar problems can be solved in a republic only by citizens learning to think
them through, and that the School hopes to assist them in doing this,

YouAmay then begin on the questionnaire., Answers from all students on
each question are not necessary, but enough replies to get representative
opinions should Be sought,

" Try to have all students involved by the time the questionnaire has
been gone through. Agreement on answers is not at all necessary at this
session. The object is to get students thinking about economics and to
make them aware of economic problems. If good answers are given, however,
or general (and correct) agreement seems to emerge from the class on some
point, the students can be told so and thus encouraged, :

3. THE PROBLEM

(a) In order to stress the prophetic character of George's thought,

statements are taken from our text, and first appeared in print in 1879.
(b} Briefly review the essentials of George's career,

{c) - Pass out copies of PROGRESS AND POVERTY to the students, Read
aloud selected paragraphs beginning at the top of page 5: "'This association
of poverty with progress is the great enigma of our times.” Many of your
students may not be prepared to admit that poverty is réally_a major problem
in the United States today. Ask them if they think it is, and do not dis-
courage negative replies, Try, however, to make sure that by the end of the
discussion they realize that "the problem,"” even though now somewhat masked,
is just as real as it was in George's time,

4. OUTLINE OF COURSE

Explain that the course has been set up to follow in large measure the:
development of Henry George's analysis of the problem., Students should
understand the points brought out in the book, but they are also urged to

regd the quotations gt the beginning ¢f the suﬁMﬁrﬁi“”Pbihf”Bﬁf“fﬁﬁf'fﬁese T
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think for themselves and to test every step of the way with their own
Point out that the School does not regard George as an in-
fallible authority or his writings as sacred dogma never to be questioned.
It merely holds that he clarified many issues which would otherwise remain
obscure, ard that an understanding of his thought 1is vital for our time,

reasoning.

Proceed to give a brief outline of the”remaining nine lessons (without
going too deeply into the subject matter) gsomewhat as foliows:

Lesson

Lesson

Lesson

Lesson

11

111

Iv

v

-

The Market Economy

The nature of economic laws, and the difference between
a free economy and one which is politically dominated,
Some basic laws of economics.

.The Factors of Production'

Definitions; production and the source of wages: theories
which attribute poverty to an imbalance between the sourceg

- of production. In this lesson we begin by learning eg-

sential terms in the language of political economy. Ef-
fective discussion requires that we become familiar with
these terms and be consistent in using thenm.

The Laws of Distribution

The laws of rent, wages and intereét are presented,
demonstrating that poverty 15 primarily a problem of
digtribution,

Lesgson

Lesson

Leésoa

Vi

Vii

VIIii

Effects "twﬂgi@ggﬂkiﬁp TESS

How the laws of distribution apply in an expan&ing economy,
Why material progress fails to abolish poverty.

Proposed Remedies for a Sick Economy

An examination of various proposals, including those of

Keynes and George.

The Rightful Basis of Private Property

A congideration of the moral justification for private
ownership.. :

A ﬁew Dimension in Taxation

Types of taxes. George's proposal compared with other
means of public revenue in terms of the criteria for
sound taxation.
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Lesson IX - Practical Effects of George's Remedy

George's proposgal as actually applied, Its effect on
employment, purchasing power, housing, etc. Answers
to typical questions.

Iesson X = The Law of Human Progress

How civilizations advance and decline., What must be
dore to save our own civilization,

Explain to the students how the study will be underiaken, One two-
hour session a week for ten weeks. There will be a reading assignmment in
PROGRESS AND POVERTY (and/ox other material to be distributed), and a thought
question based on the assignment. The assignment and question will then be
discussed at the following session., At the end of each session, a summary

of its main points will be distributed, so that the student can have a record'

of what has been discussed, and can review it at his leisure. Occasionally,
supplementary materials may alsc be passed out,-

5. CONCLUS ION

Close the session by anncuncing the reading assignment for Lesson 11 -
"Henry George, PROGRESS AND POVERTY (Hogarth abridgment)"”, pages ix to xvi
and pages 1 to 7, together with the following thought question: "Since
political economy does not lend itself to laboratory experiment, how cam it
be studied as a science?"

Collect money for the books. .. o

Collect any enrollment cards you may have missed earlier, Point out
that enrollment for the course is still open, and invite the students to
bring friends to the next session.



LESSON II

THE MARKET ECOROMY

Assigned Reading: "Henry George, PROGRESS AND POVERTY (Hogarth abridgment)"
Pages ix to xvi and pages 1 t0o 7

Purpose:

To undérstand-the market economy and its emphasis upon economic laws,
Objectives:

To compare the command with the ﬁarket economy .

.Tb différentiate betﬁeen economic laws and govermmental laws,

To note two axioms: ‘
Man seeks to satisfy his desires with the least effort,

Man's desires are unlimited,

To demonstrate three economic laws:
-Supply and Demand
Law of Competition \
Law of Diminishing Returns

Economic Vocabulary:

political economy
economic law
man-made law
coiimand economy
market economy

Leading Questions: : Instructor's Comments

1., To what degree does the Unjted
States have a market economy today?

2, Discuss the trend towards a com-
mand economy during the past forty years
and the reasons for this development.
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3, What
the nature of
ment by those
economy?

assumptions are made about
man and the role of govern-
who advocate a command

assumptions are made about
man and the role of govern-—
who adwocate a market

4, What
the nature of
ment by those
economy?

' 5, Compare the‘problems of the social

scientist {(an economist) with that of =z
physical scientist (a chemist).

What experi-

menies can one perform that cannot be performed

" by the cther?

8, How do the methods and approaches
used by a command economist differ from
those of a market economist?

7. Distinguish between naturzl laws
and man-made laws, ' '

8. Are there,ﬁatural laws which are
also economic laws? Discuss, .

g, Cite examples of man-made or
governmental laws,

Chalkboard Suggestions:

1. Basic Ecbnomic Laws

Head three columns on the board:

Basic Economic Laws, Counteracting

Govermmental Forces, and Counteracting Nongovernmental Forces. The counter-
acting forces represent those laws and methods employed which tend towards
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interfering with the economic laws, For example, the law of competition
is interfered with by the various minimum wage laws enacted by legisiative
bodies and price agreements amongst manufacturers,

The students £ill in all the details. If some difficulty arises
in supplying the basic'ecancmic laws, it may be necessary to f£ill this
part in yourself. Once the situdents begin to fill in the details, it
should bring to light the effect that man-made laws have upon economic
laws ., '

2, The Market Bconomy and the Command Economy

Have students fi1X in the following charti:

Types of Economies Effect on Prices Effects on Wages Effects on Production

Market
Mixed
Command

The purpose is to demonstrate the effect that various types of
economies have upon prices, wages and production, Other categories may
be added, The answers ought to be in relationship to each other, rather
‘than zbsolute, For example, price in a market ecomomy tends towards a
minimun because of competition, whereas it is arbitrary in a command
SCOnoMY ., '

Sugglements:

(a) Comment on Galbraith's analysis of the market econromy.

(b) How valid are his comments? With our advanced technology,
does the consumer have a choice?

{c} Compare various industries and comment upon their relative
degree of competitiveness. .

2, Supplement B - What is the Market?
{a) Why does Galbraith feel that planning should replace the
market place? '
{b) Zvaluate . .the author's criticism of Galbraith.
{c) Comment om the three functions of the state, ag given in
the articie. '

Culmination:

Pass out Summary of Lesgon II,
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Assigned Reading: "Henry George, PROGRESS AND POVERTY (Hogarth abridgment)"
Pages 8 to 39 (supplementary reading, pages 40 to 60),

Thought Question: In what ways do the definitions of the important terms
in the text differ from common usage?
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SUPPLEMENT A&

Galbraith and the Market Economy

In the marke{ economy the price that is offered is counted upon ito pro-
duée the result that is sought, Nothing more need be done. The consumer, by
his offer toc pay, obtains the necessary responding action by the firm that
.suppliss his needs.. By offéring to pay vet more he gets more. And the firm,
in iis turn, by similar offers gets the labor, materials and egquipment that
it requires for production.

Planning exists begause this process has ceased o be reliable. Technology,
with its companion commitment of time and capital, means that the needs of the
consumer must be anticipated - by months or yearsf When the disgtant day arrives
fhe conéumer's willingness to 5uy may well be lacking., By the same token, while
common labor and carbon steel will be forthcoming in response to a promise o

pay, the specialized skills and arcane materials requlred by advanced technole-

gy cannot similarly ke counted upon.;wThe needed action im bqth instances is
evident; in addition to deciding what the counsumer will want and will pay, the
firm must take every feasible step to see that what it decides to produce is
wanted by the consumer at a remunerative price, 4And it must éee that the labor,
materials and equipme;t that it ﬁeeds will be available at a cost coasistent
with the price it will receive, It must exercise comntrol over what is sold,

It must exercise control over what is supplied. It must replace the market

with planning.

From: THE NEW INDUSTRIAL STATE -
John Kenneth Galbraith -
"The Nature of Industrial Plaanning”
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SUPPLEMENT B

What is the Mar;'ket?

N PROFESSOR GALBRAITH'S Reith Lectures the
themes of the trend towards bigness and the need
for econoimic planning are combined.. Both are seen as
an inevitable consequence of modern technology. I is
an appealing itheory, rendered siill more fascinating by
the dry wit of its originator, but as a reasoned argument
it is very rickety. Professor Galbraith emphasises certain
facts about the economic scene, ignores other facts, and
not surprisingly, proceeds to draw false conclusions.

in the first lecture Galbraith compares the manufac-
ture of the early Ford with -that of a modern motor car
and describes the main differences: “large commitments of
capital, a great elapse of time between the Initiation of
production and its completion, extensive reliance on
specialised manpower, intricate organisation and—as an
ultimate consequence—diminished effectiveness of the
market.”

With the list of changes in produciion and the inferred
need for detailed forward planning one.can agree, but
the so-called consequence does not follow. If the market
is now regarded solely as a place where housewives can
spy out tne best and cheapest tomatoes, then to a large
extent the market has gone (though to a large extent also,

look for its systems engineers not only in the ficarest
town but over a whole state or couniry.

The need for a period of planning. the argument runs,
begets the need for prices to be fixed in advance, and kept
stable. Accordingly, prices are determined by the large
corporation and no longer left to the market. However,
everyone having something to sell fixes its price, just as
everyone tries to persuade the public to buy {the tomato
seller usually cries his product’s virtues with great gusto).
Experiments with price may take place after the goods
are on sale, or in the planning stage before they go on
sale. In some cases sellers will try alternative tactics,
such as an increase in adveriising, before altering price,

“but in the last resort either price .must be adjusted or
~ the product itself modified. The consumer is therefore still

sovereign, and competition among the giants themselves
is a good protection against hypnotic persuasion.
Galbraith contrasts a free market in which, he says,
“the initiative lies with the individual” with the creation
of an elaborate new product where the initiative lies with
the producer. They are produced and tried out and if they
sel! well more are produced. It does not often happen that
consumers ask for a non-existent product which some-
one then manufactures, except precisely in the areas of
greatest technological complexity. The argument is stood
on_ifs head!

oAb EEDRAINS. 28 Galbraith. Jater admits), - but - the . market

should not be so regarded. The distinction that Galbraith
is making is that whereas in the days of the first Ford,
materials could simply be bought “off the peg,” nowa-
days many commodities required for manufacture are
<0 specialised in design that they have to be ordered in
advance. Nevertheless, they are still produced to meet a
«wonsumer preference, they can still be ordered from an-
‘other supplier. and there is still the same incentive to
keep custom that may be lost.

Although in the sphere of industry about which Gal-
braith is talking the number of business units is much
smaller than in the past. the market for their products
(he neglects to tell us) is very much larger and often
world-wide. There are not many major groups manufac-
turing  motor cars i Britmin  today but despite
tarifis they are in direct competition with groups
in other couniries of western Europe and in the
United States. Similarly, Galbraith remarks that when the
original Ford was produced, a labourer or a machine
operative could probably be hired at the nearest saloon,
whereas a systems engineer cannot, He does not men-
tion that newspapers enable a modern large company to

Division of Labour Overlocked

About a market economy, muses Galbraith nostalgic-
ally, there is *‘something admirably libertarian and
democratic” but the market is being overtaken by the
evolution of modern business. Big units come about not
only to achieve economies of scale, or to attain a mono-
poly position, but to meet the demands of planning itself.
and for this purpose *“it could be that the bigger the
better.”

Once more, one frend is being emphasised at the
expense of another, The tendency 1o increased size has
been accompanied for centuries by the opposite tendency
of the division of labour, and this has been greatly stimu-
fated by advancing technology. Galbraith should have
compared the manufacture of the original Ford by one
firm with the fact that today some two-thousand firms
may participate in the manufacture of a motor car. The
development of technology can result in more planning
within an organisation but can also lead to a more htgh}v
articulated and co-ordinated free market,

Galbraith quotes a United States Steel Corporation
annual report: “The American competitive enterprise
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SUPPLEMENT B {(continued)

system is an acknowledged profit and loss system, the
hope of profits being the incentive and the fear of loss
being the spur,” and regards this statement as nonsense
because nearly all the largest firms make profits, Cer-
tainly, a large company will not easily make an overall
loss, but it may lose in a branch of its activities, or on a

single product, and although it makes an overall profit, .

the rate of profit might be decreasing. Galbraith argues
that the growth of the corporation, which brings new
opportunities and prestige for the executives who manage
it, is now more important than the maximisation of pro-
fit. in which the executives do not normally share, but it
is difficult to' see how growth can come aboui except
through success as measured by profit. If the desire by
executives for secure earnings is making large corpora-
tions less adventurous than they should be, the remedy
lies in increased competition, revision of the patent laws,
and strengthened control by shareholders.

Funetions of the State :

Ope aspect of the technological revolution on which
Galbraith is particularly interesting is the change in the
nature of decision making. Individuals now rarely have
the knowledge to appreciate all the facts on which recom-
mendations are made and frequently have to accept the

conclusions of groups of experts, who have to be -

shxelded from amateur interference even by the com-
pany’s owners. Nonetheless the responsibility and risk
are taken by the individual at the top — and it is he who
decides on timing, and allocation of money, in relation

to other priorities, and it is he, not his experts, who wzll .

most suffer the consequences of failure.

is unnecessary, as with aireraft (some aircraft are not sup-
ported by the state), and those, like space research, where
private industry could not hope to make a profit -—— a
sound indication that people would rather be free to spend
their money on other things. (Defence is in a separate
category because it is an essential function of government
itself.)

Mo reconciliation

Attractively, Galbraith suggests that just as organisa-
tions in the private sector become independent of both
consumers and shareholders, so public corporations be-
come independent of public control, whether that control
be democratic or not. It follows that the old labels of capi-
talism, democratic socialism and authoritarian communism

_ are becoming meaningless, and that there is in reality a

convergence between the different systems. The idea of con-
vergence is popular since the re-introduction of the profit
indicator for factories in the Soviet Union, but Galbraith

"is careful to point out that this decentralisation is not a

return to the marked but “a shift of some planning func-
tions ({including some control of prices) from the state to
the firm”. One continuing difference is that in the private
sector there is a means of checking on the decision making
of a large corporation — by consulting the decision-mak-
ing of its competitors. In a naticnalised industry there is
no such check.

Professor Galbraith’s "conclusion is that the develop-

" ment of the partnership between the large corporation and

the state could tend to make the needs of the industrial
system so dominant that ali else will be subordinated to it.
His plea for the aesthetic dimension of life to be pre-

ning in the large corporation has to be supplemented by
the planning of the state. The state has three functions:
to confrol prices. arid wages and aggregate demand
generally; to supply the specialised manpower that indus-
try requires; and to underwrite very large technological
projects.

It is a proper responsibility of the state to regulate

“agpregate demand” if by that is meant the supply of
money. ‘Control of prices and wages is not necessary to
achieve this; on the contrary it is a sign of failure to
achieve it.

The state does not supply specialised manpower. A
young man’s decision to follow a trade is governed by his
assessment of the prospects in that trade, not on what
skills the state thinks are needed. These prospects includ-
ing remuneration, are better when industry requires more
men in that line than are available, but that is the beauty
of the market. .

The technological projects underwritten by the state can
be divided into two kinds: those where state intervention

brzuth’ theories.

The industrial system will be seen in perspective only
when men are not compelled to think always of their
material wants, when the world economy has become so

" efficient that a high material standard is available to every-

body. When that happens a fuller and richer life will be
possible for all of us, but only if freedom is maintained.
It is doubtful indeed whether freedom can be reconciled
with economic planning.

From: LAND AND LIBERTY
March 1967
"Economist Out On A Limb"




LESSON III

THE FACTORS OF PRODUCTION

Assigned Reading: '"Henry George, PROGRESS AND POVERTY (Hogarth sbridgment)”
¢ Pages 8 to 39 (supplementary reading: pages 40 to 60)

Purpose:

To define and explain the nature of wealth and the factors of production,
Objectives:

To define the nature of wealth,

To examine the role of land as a factor of production, and of rent, its
‘avenue of distribution,

To examine the role of labor as a factor of production, and of wages,
its avenue of disiribution.

To examine the role of capital as a factor of production, and of
interest, its avenue of distributionm,

To show the relationship of the Wage Fund Theory and the Malthusian

------ —Theory—to-the-proeblem of Povertya— e —

Econoniic Vocabulary:

wealth
land
rent
labor
wages
capital
interest

Leadiqg Questions: Instructor's Comments

1. Distinguish between personal
wealth and natijional wealth, Cite ex-
amples of personal wealth that: ig not’
congidered to be national wealth,
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2, 'Why is land usually not accorded
the same importance as the other two fac-
tors - labor and capital? '

3. In what ways does land basically
differ from capital and labor?

4, How does economic rent -differ from
rent as the term is popularly used? '

5. Compare the prevalent labor union
understanding of the basis of wages with
the basgis set forth in the text,

6. In what occupations is it easiest
to observe that wages are tied to produc-—
tion in our economy?

7. Why is there much confusion con- -

cerning the nature of capital? Of interest?

8, Cite examples in which the use and
nature of capital is determined by industry
and society.

9, Describe the commonly saccepted
fallacy concérning the reletionship between
capltal and labor,
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10. To what extent is the Wage Fund
Theory accepted today?

11. ¥hat ig the connection between
population and poverty?

Chalkboard Suggestions:

L., Definition of Wealth

Ubtain the characteristics of wealih from the students and then
piace them horizontally, im column form, on the board (Even though some
of these may differ from the text, they should be included. They can be
eliminated later on, after the inconsistencies are shown), Then request
examplies of wealth and match the examples with its characteristics., For

“an item to be wealth, it must have all the qualities and not only omne or
two, Place an X under the appropriate columms, For example:

Example ' Material Thing Exchange Value ~  Human Effort
car X X X
tree X X X
land X X
e mmwm..w‘_.‘mmmledge e e oo oAt ettt R X - e e me e

This method of- developing definitions may trigger good discus=-
sions, ' For exaimple, some economigts consider knowledge capital and hence
wealth, It may be asked "What then happened to all this wealth during
the depression?” :

Suppiements:
1, Supplement A - Money and Wealth Arve Not The Same

{a) Why is momney usually included as wealth?
(b) If woney is considered wealth, how may this affect govern-
' ment policy?

2, Supplemeéent B - Population Density

Compare varicus countries such as gparsely populated Austrélia,
Canada, U.8.4, and densgely populated Belgium, Holland, Germeny and Great
Britain, Fote that these countries have far higher standards of living

than such countries as Brazil, China, Egypt and Pakistan, Indicate that
density of population is not a relstive factor in the existence of poverty.
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3. Suppiement C - Green Eevolution
Criticize the Malthusiam Theory in the light of recent revo-~

lutiomary developments in agriculture,

Qther Sburces:

1. An Economic Textbhook

Obtain one or several economic texts and compare their defi-
nitions with ours, The students ¢an then observe the differences and
the usual confusion., The Encyclopedia of Social Sciences and the
International Encyclopedia of Social Sciences present some very useful
definitions of national wealth, capital and land.

2. A Globe
A globe of the worid can be used to demonstrate the sparse
and dense areas of the world. Then compare it with the various

standards of living,

3. Newspapers and liagazines

Articles that mention wealth, land, capital, money, reant,
profit, etc., can usually be found in the business and real estate
sections of the Sunday papers. Indicste the contexts im which these
terms are used and then compare. them with our definitions., Indicate
any confusion in usage.

Culminantion:

Pass out Summary of Lesson III.

Assigned Reading: "'Henry George, PROGRESS AND POVERTY (Hoga&th abridgment) -
Pages 81 to £86.

Thought Question: Show the relationship between the laws of rent,
wages and interest.
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SUPPLEMENT A

an

By MORTIMER J. ADLER

‘ihe repeated efforts 1o correct the mistake of identify-
ing money with weaith indicates that this ervor 1z widely
prevalent in &l eras. Aristotle holds that the uss of

; s Of mueney Leéging with retail - irade,

cessary arlicles,” and it Is made possi-
ble by the use of coin. It then comes

E whith produces riches and wealih.”
“Indced,” Aristotle remarks, “riches
Mortime: Adler 412 assumed by many to be only a quan-
tity of coin.” He argues, on the contra’y, that “coined
money is & wmere sham, a thing not natural, but con-
ventional only . .. because it is not useful as a means
to any of the nxcessities of life, and he who is rich In coin

may often be in want, of aecessary food. But how can -

‘that be wealt: of which a man may have s great
abundance and vel perish with hunger, like Midas in the
fable, whose instiiable praver turned everything that was
sot before him into gold?”

Although in a sense It is true to say that money in it-

" “self cannoi salisfy a single natural need, this does no

mean that rioney serves ne economic purpose. Plato
and Aristol’s, Hubbes, and Locke, in company with

the economis's Adam Smith and Karl Marx, recognized.

that money is useful s a medium of exchange. It is
indispensabl. says Marx, for “the circulation of com-
modities” heyondihe stage of barter. In Plaio’s view,
money is moe than 3 medium of exchange. "It reduces

*he inequalitvs and incommensurabilities of goods to

aquality and (smmon measure.'

Adam Smith. also argued that it would be foolish to
confuse, as tin mercantilist theory does, wealth with
money. it wour be too ridiculous to go about serlously
to prove,” Smitk writes does not consist In money, or in
gold or silver; but what money purchases, and s valoabis
only for purchasing . . . Goods can serve many other
purposes besides parchasing money, but money ¢an serve
no other purpose besides purchasing goods.” He non-

theless cautions that the idea that “wealth consists In

gold and silver Js » popular votion.” - It npaturally rises
from “the double function of money, as the Instrument.of
commerze, and as the measure of value.”
This distinetion, hetween real weaith and money, has
played an important role in theories of morslity. As
- Ma v points aut, the Greeks “denounced money 2s sub-
versive of the econonical and moral order of things.” Tn
the passage ir Sopbrcles that he quotes, Creon declares:
“Nothing s0 evil as noney ever grew to be cirrent among
men. Thie kys citis Jow, this drives men from their
homes, this trains 31d warps honest souls 14l they set

theraselves 1o work: of shame; (s still teacheg folk .

Money Vealth
Are Not the Same

which “is not a nawral part of getiing
wealtly”; for, he continues, “had it beén”
30, men would have ceased to exchange
when they had endugh™ Retail trade, .
ne notes, “replaces the barter of ne-:

io be thought of as “the art which-

From: Long Island Press
October 6, 1968
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SUPPLEMENT B

Population Density

<, ~ Area Populction Perygps ©

Area Populuhon Persons °
i ag-miy in000 : per SG.mi,,
N T

Continent and statd © in sg.mi. in 000 persquml.
Worid tatal 57,903,430 3,679,045 .. 635%

18,929

AFRICA 1,640,272 319,899 - 275
Algeria 919,591 12,093 131
Botswana ' 222,000 593 . A8
British dependunmes .17 - B4 0 = T
Burundi 10,707 3.210 299.8
Comeroon 183,591 5,299 285

Central African Republic - 240,540 1,437 59 ’ .
Chad 190,733 3307 - 67 | Tongctf e o %
Conge (Brazzuville) 134,749 ©oB0S 59 . Umred Srafax de endunclas “. :
Conge (Kinshasa) 905,063 16,664 - 18.4 4 : 27
Dohomey : 43,483 2462 . 566 - A9
Ethicpia . 471,776 23,000 - 48.8 s : PR
" French dependenmes . 10,225 777 — 1,903,677 447,086 3399 -
Gabon 102,317, g4 AeC - UII00 2000 1any
Gambia, The . : 4,361 - .43 7% L s 4 s
Chana . 92,100 7,945 2 32374 7290 a9
Guiriea . Lo 94,925 3,608 T S 1781 9,556 " 8IL.
Ivory Coast 123,483 3%0 37 ST T B T Y N
Kenya - ] 224,960 op4s A3 2823 . 8357 1my
Lesothe . . - 1,716 . - 882 - F o “49,371 14,2407 2944
Libaria 43,000 1,090 . - 4 17,144 489170 2953
Libya : - 679,536 . 1,679 . 55 130.”‘9 4,661 . 358
Mu?agusy Repubhc - 226,657 6562 - I} =y 211,209 49,650 2351
Malawi . - 45,725 4,042 - - 4 Germany, East 41,816 17 067 4041
Mali . .. 478,822 ) 9. ‘Germany, West. f’ncl W Berhn) 95,957 59,674 5213
Mavritania ’ 397,683 R . 5 8,612 16940
Meoroceo . 174,471 6 10,197 - 2839
Niger R 459,073 7. 197 49
Nigeria 356,669 < 2,852 1043
Portuguese dependencnes 779,536 . 53,327 - 4SR5
Rwanda 10,169 6 20 314.5
Senegal 76,124 0 350 3503
Sierra Leone ’ 77,925 0 ¢ 31 . 24022
Somali Republic 246,155 - B & - 24 46,0000
South-Africa . T 471,819 .8, 12535 | 8974
{Southern) Rhodesia - 150,333 . ' - 30.): - Nerway [ingl. Svuliﬁurd dnd Jan . i
South West Africat o 318,261 60 7192 -Mayen Lapd} - 149,282°., 3772 - 983
Spanish dependencies . 114,124 LB L =T 1,120,359 - 31,869 2448
Sudan - . 967,491 . - 14,148 ., & ... 35,510 9,382 242 -
Swazilandt . . 6,705 374 91,699 19,248 2099
Tanzania | ) 362,844 San Mﬂrlno R~ SN | BN L < ¥
Togo - 21,853 ' Spain ; ;794,883 31,871 14635
Tunisia : 63,378 Syreddir G : T 173,665 7,844 45.2
Uganda - 91,134 . 40 84, Switzerland ot v 15,948 0 5,999 3763
United Arab Republic 386,872 30,083 0 77.8 * Uniited” ngdom of Grecr Brm:m Lo ol
‘Upper Yolta ~ 105,869 5054 - 417 -and,Northarn {reland L 94,213 - 54,744 5813
Zambia 290,587 3,894 - 134 " Vatiean City .. S 0.2 0.9 50294 .
. Ve, T b Yugosiuvm R e 9B, 7646 19,35 -, 2008
ANTARCTICA 5,500,000§ B ' PR : .
Auvstralian dependencies 2,472,113 —_ . — NQRTH AMER[CA 9,361,568 302,442 323
British Antarctic Territoryll . 500,600 6.1 — - Barbodas - o 148 248 1,493.9
French Southern dand Antarctic ) * British dependencms !
Land - 157,874 [  Conada..
Norwegian depéndencies FE L B -— . Costa Ricg ..
Prince Edward ond Marion B Cuba -
Islands {South African) 110 —_ L _ Dominicon Repubhc
Ross Dependency (New Zealand} ~ 160,000 — - El Salvedor E
L French dependencte: . 1,199 £4% —
ASIA [exclusive of U:S.5.R.) 10,676,377 1,983,181 1857 Greenland ({incl. icecap; Dczmsh} . 840,000 40 0.05
Afghanistan 251,000 15,909, © 63.4 . ~Guatemala: . 42,042 4,717 1122
Australian dependencies , 58 4 - . Haiti ° 10,714 4,577 472
Bahraing 231 193 - 83545 - - Honduras 43,277 2445 565
Bhuten (Indlcln profected state} 16,00¢ 750 459 . - Jamaica : 4,244 1,890 4453
British deperdencies N2576° 4865 - ==  Wexico B 741,600 45671 . 59§
Bruneif 2,225 1047 467 -~ Nathertends Amlllea a4 . 211 5355
Burma 261,78% 25,246 - 95.4 & Micorague 50,193 1,685 34
Camboedia 69,898 6,200 287 [ Pdngma {excl: Canql Zons) : 29,208 1329, A58
Ceylon . - 25,332 17,491 - 453.6 - Tripidad and Tobage - T 1,980 1,000 5 5051
China, Cofmunist 3,691,502 825,000 - 2234 ¥ United States ;" : -~ 3,615,210 198,065 547
Cyprus 3,572 610 . 1707 " Un;ied Stotes depandenclus 4128 2782 -
Formosa (Taiwan ; Rep. of China} 13,885 13142 9483 N - .
India {incl. Kashmir) 1,261,813 498,680 950 SOUTH AMER]CA ... 6885778 173,205 -25.2
indonesia 735,268 110,000 - X ~Arge ina © 1,072,067 22,691 21,
tran 636,367 4 424,162 3,801 89 <
lragq? 167,568 | 3,286,470 85,655 261
lsraet 7,993 292,257 9,000 308
Jopan 142,727 B 439,735 19,215 438
* Jordan © 37,737 . 109,483 5508 503 °
Karea, Morth 44,540 s E Foikl:md Isiunds (Brmsh) . 6,270 2 - 03 |
Kerea, Saath 38,004 29953 °.788.2: ~French Guigha - 35,135 © 37 31
Kuwait 7,450 491 6597 . Guyona : - © 83,000 £77 82
taos 91,428 2,440 26.7 Paraguay ¢ o 157,047 2161 137
tebanon 4,015 2,460 6127 Pery. 495,222 ~ f2012. 243
Maiaysia 127,672 2,675 757 Syrinam’ (Nathurlunds Gumnu} 43,251 345 5.4
Maldive Isiands 115 101 | &B536 2749 401
Mengolia 604,247 1,154 352,143 5352 . 248
Muscat and Omani - 82,000 750 . . L
Nepal 54362 10,294 0,849,485 - 234396 WA
Pakistan 365,529 105,044 e
Philippines 115,740 34,656
Portuguese dependencies 5,74% B840
Qatar} 4,000 75
Ryukyu lslands (United Statas) 848 | 953
Saudi Arabia® 873,972 6,870
Sikkim {Indian protected slate} 2,828 180
Singapore 225 1,940
Syria 71,498 5,450
Thailand 1;8,455 32 533
Trucial States} 2,278 . 13
Turkey 301,380 32,901 From: Encyclopedia Americana
Vietnam, North ) 61,293 18,300
Vietnam, Secth - 56,897 16973 {Supplement) 1968

Yemen 75,290 5,000



. GREEN REVOL UTION’

Fih

#T BY PAUL 8COTT
feleo WASHINGTON
ia'The “gtegn trevolution” is -
foreing government food dnd

Jpopulation experis to play .

down’ those dire forecasts

ibat the expanditg populd-’
%ion of ‘the woild, if not,
thecked, will cause large- -
#eale famine befote the tum
of the centify.

<y With fool produetion now

$ticredding  faster than the
‘world’s - population, thé gov-
Enlment’s projéctions of the
Food ‘population batance for
foture years has takeir a
ﬂmmahb tiim for the ‘better.

**MosT EXCITING of the
‘iﬁ:{v forecasts is the one
being made by dean Mayer,
- directot of the forthconiing
Tecembier White Houseé Coni.
ference oh Food and Nuifi-
Lot - 7
. ‘Fhe mternatwnally famed
. Filitritlon expett points to he
likelihood. that within the
pext 20 16 30 yeats “food will
be* removed altogether as 4

llmatmg factor to populd--

" tion.”

w......mw~‘n"wn‘_mwMa}erwmntendsmthatmmw»wghe - MSM-mm -?eeentwveafs

- creased fobd production and
international  ofganizaiions
will mike latgescale fam-
ines, stch 2s those that have
occurted it India  and
(‘ommumst China, as a ihmg
0f the past.

+ Although a strong advocate
of population imitation polie-
ies, Mayer is coiinseling
President Nixon against us-.
ing the threat of 2 watldwide
shortage of food as one of his

main arguments for large-

gcale limitations on births.
The hypothetical famine

wrgument, according to May-.

er, will not stand the test of
time because of the “green
revolution™ and the revolu-
tiopdry advances in agm.ul-
“ture.

_In the Administration’s
backsinge stratepy  discus-
siohs, Mayver stresses ihat
ihe President in his fight Tor
population  controls  should
highlight the dangers of in-
creasing air and water pollu-
tionn from a population with
incresasing  ncote,

W

way:

: “The ecology of the “eatth
«u jtg siréamis, woods, ani- |,

mals — ¢ah accominbdate ”

itself better to a tisiig pour .
populdtion than to a fising -
tich population, To save the
the
population will have to de:’
céase de the dlsposable ihs ‘,5

ecology of the earth,

comé ineredses . . .

- "Ehill we contixite t6 hlﬁe :
the fuet that a raticial policy
siiay entail in siany coinitries
nat only a plateating of the -
population to permiit 4i i~

credse in disposable ineome,

but & decséase of the popula-
tiod 6 the disposdble income .
mses? o

- In support of his cliitimistm
new of the fiiture world food .
supp];,, Mayei's paper polnts

ot that The pheriomenal in- -

credise ifi fobd production in

not coié from the extension
of laiid under cultivation but
froth the incteases in the use
of fertilizers.

TFDR EXAMPLE', fafmers
it Kdnsas hatvested 304,000,-
000 bushels of wheat ofi
9,000,000 dctes in 1969 — of
the second largest crop in
that state’s history. 'l‘he targ-

est Ransas uheat crop Wi
307,000,000 bushels in 1952,
But it took 18,000,000 acres to
produce the 1952 ¢crop — ot

double the number needed to
producé  alniost the same’

crop this year.
Of ihe world’s land mass,

Mayer reports, only 3.4 hil-

liopn acres ate at present

~witder cultivation. ‘This repre- -
sents less than 11 per cent of -
the tulal land area In the
- world.

A PAPER by Ma:,er beihg‘
cm:ulated among the Presl-;
dent’s. Cabinet. puts it this’

Viading agreidiite a
| peris; deeording to Mayér,

how estimite that the aréa.

that cait eventdally bé inads’

| afuble funs from 17 o 19

Bittici acres: With use df
" Peplilizere; new seed and in-
proved faim weactives; it is
How sstimuted thal upward
o 96 billion péople caii be
glipporisd by the 19 biilfon

. iicres; At the present rat of

popitiation growth; the wasld

¢ popiilatien is figt expeeted to
-exteed 7 billion by 2000.

Aceoiding to Mayet and

vther poverdinent sgricuituts -

éxperts, thete arg many othi-
ef advaices o aghicdliure
which could greatly increase
the footl supply that have yet

. to be applied on 4 large stale

- thiroughout the worid

THE IDENTIFICA’I‘IO’\I of
. metessafy  tracé  eleimeriis

- and their incorporation into

fertitizers and feed  have

~hag-—openbd.-vast-ares-to-eillive-f— ..

tion and husbandiy i Aus-
trdlla and other coufitiies
with large undevéloped

. &teds,

Selected breeding of planis
ghd dnimils has permitted |

the development of speciés‘

with superior hardiness and
increased yields. New strains
of rice developed in Mexico
ate itbw heing used in india
tu incréase production. This
development alone has caus-
ed agricultire experts to

forecast that India will be

ahle to feed its own popila-
{ivn  withiti three to five
yedrs.

Mayer also forecasts grest
sitides in the development of
new food fromh  space
proprams, stating:

“Interplanetary travel of

hmg aumtmh and the orgini-
“gution of distant stations
! vequil¥es it ptily reeyeling of
Tpkygen and waste whter,
; they necessitate the fabrica-
tion of food and its integra-
tHoi inte the ¥ecycling of
oxygen; & ah:r dnd ékcréta ;

“wljyer the next twb dE~
" chdes, dii intreasing ftacfmn'
of severa! billioii dollars that '
* the 1.8, and the Soviet Union .
- will “spend every vedt fof |
space travel is ibing to béf
chantieled 111{6 ife sﬁpptjft

: qystems ; A
_______,..___-.—-—---n

Cofil MONEY spent i the
aggregaté on tew tethiods of -
- food produﬁtxdﬂ will proba-

‘hatidin project. The isable
“fall-out” of such teseaich i
llkeiy {6, be enofmois.

; "Ceftamiy i economical
?harnGSSmg of photosynihesis,
_throtigh biological utits or
direetly, can bie reallzed un-
det the hostile ifiterplanetary,
luitar;, or martisl cobditions,
it should beeoime relstwely
“Easy t5 put it iAteelfec
earth. Obviously, & bresk-
through in this field vould foi

tentufiss nltogether remove
fdod ag & limiting factor to

; populatmn gm“th »

LESSON III --

during ~ that period; -
" diwarf the cost of the Man- |
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LESSON IV

TEE LAWS OF DISTRIBUTION

-Assigned Reading: "Henry George, PROGRESS AND POVERTY {Hogarth abridgment)"

Pages 861 to 86

Purgose:

Tb develop and relate the Laws of Rent, Woges and Interest,
Objectives:

To develop the Law of Rent,

To develop the Léw of Wages,

To develop the Law of Interest.

"To show the relationship of the laws toc one another.r

- Economic Vocabulary:

margin of production
redistribution

profits

general rate of wages e e

Leading Questions: Instructors Comments

1. Poverty is mainly a distribution
and not a production problem, Explain,

2. Show the conditions under which
rent arises, and the relationship between
rent and the demand for land.
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3. Why are some lands more desirable
than others? '

4, Explain the law of rent and relate
it to contemporary conditions,

5. Differentiate between relative
wages and the general rate of wages. What
factors determine each?

6. 'Why are there variances in wages?

7. Explain the law of wages,

8. Discuss theories of wages not di-
rectly based upon production and scarcity
i (G011 eCtive Dargaining . WINIMUM WAEES,
guaranteed annual wages, etc.)

9. What is the minimum and the maxi-
mum that one will pay for the use of capital?

10, At what point does interest tend
to settle?

11, What is the law of interest?
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Chalkboard Suggegtions:

1. The Law of Rent

The law of rent can be explained with the use of diagrams. The
following diagrams are presented along with the appropriate explanations.

THE LAW OF RENT

These illustrations show how rent arises and is measuyed in relation to wages,
in @ new soclety vhere capital is not yet used.

Let us imagine a new country where settlers are first arriving, and all the
land 18 free. Different lands have varying degrees of productivity. In these
illustraetions we will assume that all the laborers have equal productivity.

A. Represents a new country divided
into areas of varying productivity. The
figures represent what each grade of
land will yield per unit of labor - e.g.,
8 bushels of potatoes for one day's work;
T bushels, etc, :

In reality, lands are not marked off
8o sharply as on this disgram, but blend
into one another, as the colors of the

Rent 4]
W 7 6 5
Wages - 8

B. As settlers begin to arrive, they
will naturally teke up the Number & or
most productive land, since "Men seek
to gratify their desires with the least
exertion." _

"As the land is free, there i{s no
rent. All they produce constitutes

their wages. (Shaded portion represents

Epectrum.

Rent 1 0
T T
Weges | 7 T

C. Eventually, all the "8" land is
occupled, and the pmext comers must resort
to "T" land. This land is free and
¥Yields noc rent. The entire product of

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

Wages also drop to "7" on "8" land
vhich now yields a rent of 1. If the
owner of "8" land wanted to hire labor,
he would heve to pay 7 in wages, since
that is what the laborer could get
working for himaself on "7" land. If &
laborer from "7" land wanted to work onm
"8" land, he would have to psy 1 to the
ovner in rent, since he can get no more
than 7 working on free land.

N ’f §

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

New setilers must next go to "5"
lend, as i~ lustrated above - "5" land
is now the margin of production. Wages
drop to 5 on all lands, and rent cor-
respondingly goes up on ail superior
lands,

The rent of lend is determined by
the excess of its oduce over that
which the same application of lebor and
capital can secure from the least pro-

ductive land in use (the margin of -
quction).
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Supplements :
1. Supplement A - Relationship Between Interest and Wages .

{a) Whet prevents capital from obtaining an excessive portion
‘ of the pie?

{b) At what point does capital replace labor?

{c) What is the relationship between wages, interest and renti?

2. Supplement B -~ Return to Capital

{a} According to the chari, to what degree has the return to
capital changed over the years?

{b}) Why does capital in certain industries receive greater.
returng than other industries?

(¢} What does the chart indicate about the return to capital in
-general?

{d) Although not stated, what do you think is inciuded in their
definition of capitsl?

3, Supplement C - Misguided Militancy
{a) How dces Dr, Allen justify wage increases?

b} How well does the author refute the argument?
(¢} What is the relationship beitween inflation and wages?

Other Sources:

1. Bzlance Sheet

Analyze a balance sheet of a corporation and indicate the
differences in interpretation im light of our studv fo date.

Culminafioh:
Pass out Summary of Lesson IV,

Assigned Reading: "Henry George, PROGRESS AND POVERTY (Hogarth abridgment)"
) Pages 87 to 115, '

Thought Question: Describe the effect that land speculation has upon
a developing society,

HOTE:

Under the heading, "Some Further Thoughts on Interest, the Summary for
this lesson includes e brief presentation of George's "reproductive modes’
theory of interest as set forth inm Chapter 3 of the unabridged version of
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PROGRESS AND POVERTY. It is omitted from the abridged version, Many of
George's followers do not accept this theory, and it is really a digression
from his main theme, not essential to an undergtanding of the Laws of
Distribution, It has been included in the Summary because of its effec-
tiveness in refuting the Marxist theory of surplus value, to be used or not
at the option of the teacher, ’ '
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-SUPPLEMENT A

Relationship Beiween Interest and Wages.

Interest is that part of weslth which is the return for the use of capitsl.

In effect; interest 1s & retwrn for humsn exertion which has been previously
applied and stored up in mmterial form to increase production., Thisz return (interest)
will balance with the returms for other human exerticn applied directly (wages).
Interest and vages will be equally attractive because people tend to epply their
energies at the point of highest return. Interest will rise and fell with wages.

Vages sre that part of wealth which is the return for labor.

Vages are determined by what labor canm obteinm at the lowest point of production,
that is, the best land available rent-free (the margin of production). Wages can be
no higher on any better land because the competition of people seeking the higher re-
turn would nsturally tend to lover wages there, also. Any excess of product om better
lands goes ms rent for the opportunity of using the superior location.

A. The total product is divided imto B. If interest goes up in relatiom to

rent (R}, wages (¥) and interest wveges, & countermovement sets im to
{I). Between wages spd interest restore the equilibrum. For at the
there is a balance represented by ' higher interest, more capital will

the penduluve dividing them, be supplied and less demanded; while

&t the lover wages, less lsbor vill
be supplied but more demended. This
will lower inferest and reise vages

until & balance is restored.

C. If interest goes down in relestion D. While wvagez and interest tend to an
to wages, less capital will be sup- equilibrium, this does not hold true
Plied. At the lower interest, less . of rent. Land being fixed in gquan-
capital will be supplied and more tity, there can be no new supply to
demanded; at the higher wages, more bring rent down. Thus rent increases
lebor will be supplied and less de- at the expense of both wages and
manded. Thus interest will then interest. '
tend to go up and wegee to go dowvn
until the equilibrium is restored. TR VAT TR N

the margin of production.
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SUPPLEMENT B

Return to Capital

T Industry - 1963 1962 1961 1960 1950 1958 1953 1949 1939
co Ner Eannines, 48 Prg Cent or. CaPITat INvesTED -
ToraL corporate manufacturiog.... ~5.86 5.37 484 390 . 4.94 3.55 5.13 7.36 5.12

¢ 532 544 491 53l 512 478 6.94 693
549  4.88. . 495 - 441 4.88  4.67 474 697 638
873 821 848 BO2 808 800 49 675 1031
375 28 321 316 3.85 225 217 483 3.56

Food; beverages and tobacco:
Food and beverages. ..,
Tobacco manufactures.

Textiles and their products,

Textile-mill products. .. .. 3.85 395 . 3230 33 4,36 243- 235 5.74 3.74
Apparel and fabric products 2.57 3.58 3317 278 2,93 1.92 1.73 2.55 2.86
Leather and products s 3.47 4.23 2.81 2,69 . 4.33 3.12 3.29 1.7 4.05
Rubber products.................. 4.95 5.10 4.97 2.82 4.78 3.79 4.54 4.08 5.02
Lumber and furniture products. ... 454 3.33 2.41 1.74 4.98 3.57 4.86 6.16 1.92
Lumber and wood products. ..... 4.62 2.59 2.06 1.67 5.4% 3.90 5.06 6.01 .72
Furniture and fixtures. ,.......,. 436 410 317 190 3.93 2.8¢ 441 6.50 3.48
Paper and allied products,,........ 198 - 5.15 543 ° 5.07 6.36 4.82 7.3 8.31 4.18
Printing and publishing. ...._..... 5.89 5.55 5.69 5.49 6.55 5.13 5.66 7.99 4,45
Cliemicals and petroleum products. . 528 496 529 326 362 250 404 544 407
- Chemicals and allied products.... 859 ° B.O7 = 811 6.59 7.94 6.21 6.12 9.69 9.32
Petroleum and coal products. .. .. 3.64 3.16 3.50 1.18 101 0.34 2.67 2.90 79
Stone, clay and glass products. ... 5.56 4.94 5.10 4.55 6.25 471 6.79 10.30 6.49
Metal products and processes. .. ... 638 . 586 468 3.98 6.32 347 6.10 9.58 5.80
Primary metal industries........ 3.76 .79 342 - 3.08 4.35 - 3.00 5.59 7.42 ma.
Fabricated metal productal. ..... 471 - 476 388 2.67 4,15 363 5.81 7.52 n.a.
Eleetrical machinery.......... e 466 4.78 444 382 6.22 .. 482 654 859 997
Machinery, éxcepl eléétrical [, B9ITTRYS 4036y 5.2t 3.67 567 8.39 6.27
Motor vehicles and equipment. .. 17.09 1482 10.78 I0.07 - 10.40 2.51 B.56 20,17 8.66
Transportation equipment, other.  3.88 446 125 057 152 3.68 426 406 423
Miscellaneous manufacturing., .. ... 5.54 5.47 5.05 450 5.54 4,12 441 - 5.69 6.00
Instruments and related products,  6.92 6.61 6.11 a7 . 7.02 5.95 6.14 7.26 n.a.
Other. . ...ooviiiiiiinniana., 377 413 392 _ 314 411 303 318 488 n.a.

F__‘rom: The Conference Board
Treasury Department
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SUPPLEMENT C

Misguided Militancy

LL KINDS OF PEOPLE might write 2 book about

trade unions, but a title like Militant Trade Unionism®
indicates an author of either the extreme left or the ex-
treme right. Dr. Allen is militant intellectual left. He is
scholarly, lucid, direct, original, interesting, and, within
limits, logical. It is, however, a blinkered logic, the logic
of an intelligent man, who, like a subscriber to a religious
dogma, has deliberately restricted his vision.

The fundamental market situation, says Dr. Allen, is
that labour power must be bought and sold, that employ-
ers need to buy it in order to produce and make profits,
and that men and women neced to sell it in order to sub-
sist, Since employers regard  the price of labour power
as a cost to be kept down, while employees regard it as
an income to be pushed up. there car be no permanent
agreemeni on the price, and conflict is inevitable in a
capitalist system. The bargaining power of the many em-
ployees, who have only their labour. power to offer, is
very weak in comparison with that of the few . em-
ployers, who own all the means of production. Trade
unionism exists to redress this imbalance, and its short-
term aim should be to exploit the prevailing conditions
$0 as to maximise the benefits obtainable; for inmstance,
the defensive posture of the thirties should be replaced

by an _ageressive policy more suited to_a society in which

there is full employment. Unfortunately the primary
economic motivation of trade unions is overlain by
“socialising influences” which cause them to become
responsible—--reluctant to call strikes, willing to co-operate
with governments, and so on. Trade unions have become

eflete: they have adopied the values of the system with-

in which they work, their demands “are based on a
concept of fairness which is conditioned by what em-
ployers, by and large, are prepared to concede,” and they
glorify compromise and success in achieving the most
niggardly advances. Militancy implies going all out to
take advantage of the favourable market conditions by
playing off employers against one another and making
demands on employers according to their ability to pay.
It also implies a strengthening of the resolve to secure
the long-term aim of trade unionism, which is the alter-
ation of the capitalist system by public acquisition of the
means of production. '

This whole analysis is founded on a fallacy, stemming
from the mental plunge into the relationships of an in-

*Militant Trade Unionism. A Re-Analysis of Industrial
Action in an Inflationary Situation, by V, L. Allen. London:
Merlin Press, 21s. New York: Humanities Press, $4.50.

dustrialised society without any prior consideration of the
historical origin of those relationships. Unevenness of
bargaining power between employers and employees is
not a matural phenomenon requiring human correction
but an unnpatural one requiring human removal. Karl
Marx wrote that “the expropriation of the masses of the
people from the land forms the basis of the capitalist
method of production” (Das Kapital). The origin of the
working class-as we know it was in the time of fand

enclosures, when men who were self-employed as small :

farmers, or who could easily become so, were turned into
vagrants who must beg for a job at any price. {(“The en-
closure movement . . . deprived farmers and labourers
of their land, cottages and common rights and lajd the
foundation for the modern working class”™FEric Roll,
A History of Economic Thought) It is ownership of
land, the first requisite of all production, which by erect-
ing a barrier between men and nature deprives them of
the ultimate safeguard of a completely independent live-

hhood and creates conditions in which the workings of the

economy are distorted and wages ‘are depressed. Dr.
Allen, like many. thinkers of the left, uses the woolly

- phrase “means of production” to cover both land and

capital and thereby protects himself from the need to ex-

-amine each separately, Ownership of capital alone can-

munal rights to land the evil prop of capitalism in the
marxist sense would be removed and individual ownership
of capital, as of all wealth, could be maintained and en-
couraged. There is no teason why in a democratic society
the ordinary worker should not also be the ordinary in-
vestor. ' '

Dr. ‘Allen quotes figures indicating that the share of
wages in the national income has remained roughly con-
stant at about 40 per cent since 1880, and that as wages
have increased and the working environment has been
improved, the propensity to strike has not declined
(strikes have grown shorter, but there are more of them).

Trade unionism is a magnificent response to circum-
stances which should themselves have been challenged;
it is because it is no more than a response that all its
efforts are vain. Whatever is done is done in a context in
which it achieves little materially and nothing psycho-
logically. Frustration and strife will continue until there
is a change of system. They would continue under
socialism which in any practical form must entail a great-
er subordination of independence than capitalism.

What is needed is a transfer of all taxation from labour
and capital to the rent of land. When by that means equal-
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SUPPLEMENT C {(contimued)

ity of rights to pature has been established, free enter-
prise becomes not only intensely productive but also satis-
fying for individuals, all of whom enjoy the maximum

amount of [reedom and opportunity,”and the ability, .

through their choices, to influence economic decisions.
The possibility that trade union militancy could lead
. 1o spiralling costs does not worry ihe author, for he has
"~ his own views about the causes of inflation. He ad-
mits that wage increases can lead to price increases but
- argues that there are so many other factors that also do

so that it is uafair to hold trade unions responsible for

inflation. To begin with, earnings matter more than
basic wage levels and these are rarely negotiated by trade
unions. Changes in import prices, and the growth of
monoepolies, can cause general price increases and certain
uses of labour are inflationary because they increase the
ratio of wages to output. Dr. Allen contends, as later
did Professor (Galbraith, that large business firms become
reluctant to engage in price competition and so have to
force their products on the public by high-pressure tech-
niques which require more and more salesmen, advert-
ising agents, and so on, whose activities are superfluous
and inflationary. '

This is a most useful assumption for the author’s pur-

pose, for, given increasing concentration in industry, it
L] -

proves that inflation is inevitable in a modern capitalist
system, and that the only way to be rid of inflation is
to be rid of capitalism. At one point, Dr. Allen does
briefly draw the distinction between -money wages and

real wages, but he completely fails {0 understand the

crucial importance of money supply in any discussion of
inflation. :

Production properly includes all processes from the first
modification of pature by human agency to the transfer
of the finished product to the possession of the consumier,
and the distribution workers and even the advertising men
play a part in this. If the author and Professor Galbraith
are right in their belief that there are too many people
engaged in distribution the remedy lies in the restoration
of competition. The situation does not stem from the
capitalist system but from the dilution of the capitalist
system.

For the reader who remains alert there is a certain
amount of enchantment in this book. I liked the con-
demnation of refusal to act under duress: (on the grounds
that every market situation implies duress), the descrip-
tion of shop-floor rebeliions against “official” trade union
authority as “informal trade unionism™, and the analysis
of the status of sterling. The assertion that trade unions
should distinguish among employers by seeking to milk
the most efficient is another way of saying, tentatively,

that company or plant bargaining is in the interest of the -

workers. Finally, Dr. Allen goes into the recent history
of the relationship between governments and trade unions
with tedious thoroughness, and his account shows that
calls for wage restraint were as prevalent in the late fort-
ies as they are today. Incomes policies, apparently, are
nothing new.

Frem: Land and Liberty
March 1968
"Misguided Militancy' =~ A, J, Carter
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LESSON V

EFFECTS OF MATERIAL PROGRESS

Assigned Reading: '"Henry George, PROGRESS AND POVERTY (Hogarth abridgment)"

Pages 87 to 115

Purpose:

To analyze the relationship between material progress and land

speculation.

Objectives:

To illustrate the effects of material progress on distribution.

To illustrate the effects of land speculation on distribution.

To show the relationship between land speculation and poverty.

Economic Vocabulary:

land speculation

land value

material progress
quantity vs. proportion

Leadiqg Questions:

1. Explain how increasing population
effects material progress,

2, Describe the effect that increas-
ing population has upon the productive
process and the avenues of distribution,

Instructor's Comments
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3. Show how inventions and improve-
nments in any one industry affect other
industries,

4, Increases attributed to inventions,
improverents in government, etc,, are ab-
sorbed in greater rents. Evaluate this
statement,

5. How does automation affect the
demand for land and how does this demand-
affect rent?

6, How valid is the portrayal of the
development of a community as presented in
"The Unbounded Savannah''?

7. Which is better for land speculation,

a progressive community or a static one? Ex~-
plain your response. Give the advantages of
each,

8. Show the connection, if any, between

land speculation and the following:

(a) urban sprawl
(1) unemployment
{c) production

(d) distribution
(e) level of wages
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90

"The ownership of land is the

fundamental fact that ultimately deter~
mines the social, the political, and
congequently the intellectual and moral
condition of the people.” Evaluate this
statement,

Chalkboard Suggestions:

Effects of Land Speculation

The effects of land speculation are explained by diagrams in the
which can be put on the board,

Land Speculation In Your Community

In order to demonstrate that land speculation is an ongoing process,

the students are requested to fill in the following information:

location of Spécuiation Improvements In Area  Effects of Improve~  Approximate
In Your Community (last 25 years) ments on Property Increase or

Decrease in
Property

A little background information can be very helpful concerning increased

land values in the area., Ask the_studénts why the land is being held out of use,
- @ g f@CtS-ON-the - community ~and - theduraticn 6F tiie that elapses before the land
speculator sells the property to someone willing to use it.

Sugglements:

Il

Supplement A - Civilized Society With Land Speculation,

(a) Does land speculation occur in the manner presented?
(b) Are there any discrepancies concerning the figures used?

2. Suppiement B -~ Pre-Constitution Land Speculators.

(a) How has land speculation been a factor in the development of
- our nation? :
(b) Do history textbooks tend to emphasize or de-emphasize the
role of land speculation? Explain.
(c) Can you cite other examples of the effects that land specu-
lation has had upon the history of this country?
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Other Socurces:

1. Newspapers

Obtzin an article on land speculation and show how it affects the
community. Many of these articles usually deal with some type of
corruption or unethical transaction.

Culmination:

Pass out Summary of Lesson V.

Assigned Reading: "Henry George, PROGRESS AND POVERTY (Hogarth abridgment)"
: Pages 116 to 131, (Review pages 102 to 110)

Thought Question: Explain the various methods proposed for the cure or
alleviation of economic ills,
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SUPPLEMENT A

Civilized Society With Land Speculation

Total Prod. 40,000 28,000 7,500 200
Total Rent 20,000 12,000 1,500 0
77 7 ' AR 777 %7
e e VN
% Z]: (35 Tana)~7] *, £30 Tadda) * 7| 2570a6a) 7 (20 1ama)
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...'.‘
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.'o 'o .'.': ‘..’. '-"\_P'for-,"‘-‘ : - I} :

. ; c.’°:::3:-:.: -speculation |1 -7 ° ¢
Total Wages 20,000 16,000 6,000 200
Weges Per Man 20 - 20 - {20 20 20

Here we see that
not only has the productivity per worker been increased (due to increased population
end improvements in the arts of production), but the total production per area of
land has also been increesed; due to many workers being concentrated om the same
locations. Especially is this true in cities, where there are coften thousands of
workers %o the acre in office buildimgs eand factories.

Here cne-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 un the 20 land, which is the margin of production, Wages
everyvwhere are 20, or vhat & laborer can make working for himself at the margin.

To-getthe total production; we multiply the tumber of workers by the grade of
land (production per worker). On the 40 land, it is 1,000 x 40, or 40,000. Similarly,
to get the total wages on each location, we multiply the number of laborers by the
rate of pay per man. On the 40 land, 1t is 1,000 x 20, or 20,000. The excess pro-
ductlon of 20,000 1s rent.

Similarly, on the 35 lend, the total production equsls 800 {number of workers)
times 35 (production per man), or 28,000. Total wages equal 800 x 20 (rate of wages
per man), or 16,000. The excess of 12,000 is rent. There are no laborers on the 30
land, inasmuch as it is all held for speculation. On the 25 land, the total produc-
tion equals 300 x 25, or T,500. Total wages on the 25 land equals 300 x 20, or 6,000.
Rent 1s 1,500. On the 20 land there is no rent, and total wages equal total produc-
tion: 10 x 20, or 20C. ’

SUMMARY -~ ADDING TOTALS

Grade Land Ko. of Men Tot. Production Tot. Wages Towval Rent
kO Land 1,000 Lo ,000 20,000 20,000
35 Land 800 28,000 16,000 12,000
25 Land 300 7,500 6,000 1,500
20 Land 10 200 200 C

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

Rotice how much highly productive lend is being held out of use, forcing producers
{laborers) to use less desirable locations, thus lowering production and wages, and
increasing renot (speculative rent) by extending the margin.
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SUPPLEMENT B

Pre-Constitution Land Speculators

‘X? I'TH the final shots of the Amet-
ican Revolution echoing in the

background, the thirteen colonies real-

ized that a vast, unsettled territory lay
beyond the immediate confines of their
tespective  borders. How were the
colonies, operating under the Articles
of Confederation, to dispose of this
huge land mass to interested settlers in
an equitable and yet expedient manner?
The Ordinance of 1785, considered to
be the foundation of the American land
system and forerunner of many subse-
quent land policies in this conncry and
throughout the world, was the' ré-
sponse of the Confederation. Some of
the best minds in the colonies helped
formulate this policy, Thomas Jefferson
being the guiding star—as was the case
4 decade earlier with the writing of
the Declaration of Independence, The
plan incorporated the basic concepts of
the New England and Southern type

e Scttlements. The former included- the.-

township concept with a specific plan
following a prescribed pattern, and the
latter concentrated on a freer develop-
ment without any specific plan for dP -
velopment, (The New England type
appears to have been the model for the
master plan on zoning in many new’
communities). No land sales were to
commence until all the land had been
sutveyed, but due to the unexpected
length of time required, land sales
began sooner than was anticipated. The
original plans under the ordinance in-
cluded encouragement to srnall haldings
but a number of unforeseen problems
caused a basic change in this policy. The
original sales, mainly at auctions, were
disappointing, and a quicker way to dis-
pose of the lands was open to Congres-
stonal members. When the granting of
lands to large land speculators, especial-

ly well known business men, became a
reality, one of the most ambitious land
speculating schemes in connection with
the public domain was attempted, with
projected sales of millions of acres,

Under the leadership of Reverend
Banasseh Cutler and other veterans of
the Revolution, the Newburg petition
. was presented to Congress, requesting
that the government sell more than one
million acres to the newly formed Ohjo
Company. Prior to the presentation of
this petition in 1787, such notables as
General Parsons and General Putnam
were actively engaged in the organiza-
tion of the Ohio Corapany, Advertis-
ments appeared in local newspapers
and mass meetings were held in order
to obtain the necessary finances for the
venture. After considerable resistance
on the part of Congress, assurances
were given that another company would

be formed, to be given the same oppor-

worthless securities began to rise in
value and the cost of the western lands
increased. The' Ohio Company never
completed the payments and numerous
faws were passed to forestall default.
The government, the land speculators
and the settlers all were doomed to

financial disappointment. :
The newly formed government

learned by experience under the Ar-
ticles of Confederation the grave dan-

ger of disposing of public lands whole-

sale through private land speculators,

As the purchase price increased to two

dollars per acre, the government real-

ized that more money could be obtained

from smaller settlers than from large
companies.

~tuaity-to-purchase-tand-inTarge PUF-
chases,

The Scioto Company was formed and
consisted of, according to Cutler, “many
of the principal characters of America.”
This company had the option to par-
chase three and 2 half million acres of
land, much of it along the Ohio, Mis-
sissippi and Illinois Rivers, Due to a
decrease in the certificates of indebted-
ness (the currency used as a reward for
service in the Revolution) and the face
that the price was lower than originally
stated in the ordinances, an acre was
purchased for approximately eight
cents,

However, in order for the Chio
Company to gain title to the land, a
condition put forth by Congress was the
payment of one million dollars in peri-
odic installments. As a result of the rati-
fication of the Constitution in 1789, the

From: Henry George News
March 1968
"Pre-Constitution

Land Speculators’ -
Stan Rubenstein




LESSON VI

PROPOSED REMEDIES FOR A SICK ECONOMY

Assigned Reading: ''Henry George, PROGRESS AND POVERTY (Hogarth abridgment)"”
Pages 116 to 131 (Review pages 102 to 110)

Purpose:

To examine the various proposals to extirpate the economic ills of
our society.

Objectives:

To show the relationship between land speculation and depressions.
To enumerate the proposed remedies to cure the economic ills,

To elaborate on the role of Keynesian ecconomics today.

"To explain the solution of Henry George.

Economic Vocabulary:

common property
private property
government property
land reform

managing the economy
monetary inflation

Leading Questions: : instructor’s Comments

1. Discuss whether or not this
country has solved the problem of de-
pressions in our economy.
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2. Show how land speculation affects
production,

3, What are some of the reasons of-
fered to explain the existence.of poverty?
Evaluate these reasons.

4. Evaluate the effect that the fol-
lowing have on the elimination of poverty:

{a) economy in government

(b} improved habits of industry
and thrift

(c) better education

(d) unionism

{e) co-operatives

(£} govermmental direction and
interference

(g) general distribution of land

5. Which of the above remedies ap-

_peéxsminmbe%themonemmas%wreliedwupemwiﬁmmmuwww-mwmwmmmwwuwuw -
industrial nations? Why?

6. Which of the above remedies ap-
pears to be the one most relied upon in
underdeveloped nations? Why?

7. Discuss George's criticism of
the above proposals in light of previous
discussions.
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8., How effective has Keynesian eco-
nomics been in coping with econcmic ills
“in the United States?

‘ 9, Discuss the method proposed by
Henry George in solving these problems.

Chalkboard Suggestions:

1. Proposed Remedies

Obtzin the various remedies proposed from the students and place
them in one column on the board. Then head two more columns; one entitled
"Degree of Accomplishment” and the other "Other Created Problems”. For
example, under unionism, z student may state that unions have raised real
wages but coercion and strikes may be other created problems.

This may bring to light the entire discussion cf remedies and
pitfalls,

2. Federal Budget

In order that the class gain an understanding of the amount that
oo} g gent- by - the-Federal -Government,;-the - following -may-be useful -t e

National Defense 43¢
{Viet Nam 14¢)

Social Security and
Other Trust Funds 20¢

Other Expenditures 13¢

Interest Charges 6¢

Education and Other
Major Social Pro-
grams 11¢

Veterans Benefits 4¢
International
(Foreign Aid) 3¢

Have the students examine the figures and observe the degree to
.which the problem has been solved and then at what price,
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Supplements:
1. Supplement A - Georgism vs, Keynesianism,

(a) What are the basic differences between George and Keynes?

(b) How does Keynes analyze depressions?

(¢) Explain why "savings" plays an important part in Keynesian
economics, '

2, Supplement B -~ The Great Depression.

{a) What was the major cause of the depression, according to
the first article? ‘
(b) What was the major cause of the depression, according to

the second article?
{c) Evaluate both articles.

'3, Have the students pass in any questions concerning the solution
as proposed by George. This will give you an idea of what parts
are unclear and a chance over the following weeks to answer
specific questions.

DEVOTE APPROXIMATELY 30 MINUTES TOWARDS THE END OF THE SESSION TO
THE SOLUTION,

Culmination:

Pass out Summary of Lesson ?I.

Pages 145 to 168.

Thought Question: What do you feel should be the rightful basis of
property?

"
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SUPPLEMENT A

Georgism vs. Keynesianism

THE average economics student, im-
mersed as he is in the economic
precepts of John Maynard Keynes, is
indifferent to the straightforward eco-
nomic principles of Henry George, I
pressed the student is likely to dismiss
these concepts with amused condescen-
sion as naive and simplistic, possibly
adequate for a crude agricultural econ-
omy but hardly appropriate for the

-modern industrial state. The seeming

sophistication of Keynes’ aiproach ap-
pears to many students to be more n
tune with today's complex economy.
Keynes' General Theory of Employ-
meent, Interest and Money, published in
1936, introduced the confusions of
“macro-economics” which are plaguing
us to this day. Professor Samuelson, a
disciple of Keynes, boasts that one
cannot argue with the master, since one
cannot understand him. '

stand exactly what he means, apparently
he thought it necessary to determine the
behavioral patterns of millions of
people principally in order to influence
the people’s “propensity to consume,”
and thus control the amount of wealth
saved.

He believed that unemployment
and poor business might ensue eventu-
ally if too much were saved. If too
much of the wealth saved were invested
in capital goods, a nation’s capital
might become so great that the amount
of wealth produced would outstrip the

“effective demand” for it. This reason- -

ing led to the now widely held view
that too much saving could be an un-
stabilizing force and therefore it be-
comes necessaty for the state to control
it by injtiating appropriate monetary
and /or fiscal measures.

As  saving” s .50 _important in..

What are some of the essential dif-
ferences between Georgism and Keyne-
sianism?

Probably most important is that
Keynesianism holds that the free and
open marketplace cannot regulate the
economy ; the government must control
it. Georgism on the other hand recog-
nizes that just as 2 man cannot con-
sciously control the beating of his heart
and adjust it to changing conditions,
so men cannot deliberately direct the
multitudinous activities of a society’s
economy and adjust them to changing
circumstances.

Secondly, Georgism revolves around
the individual whereas Keynesianism
focuses on the economy as a whole,
George taught the npatural laws in-
volved in the production and distribu-
tion of wealth by the individual, in
cooperation with other individuals,
whereas Keynes dealt in aggregates.
Although the - abstruseness of Keynes’
work often makes it difficult to under-

Keynes’ economics, the obvious ques-
tion arises, of what does it consist? In
the main it is economic reat. By and
large it is the landlords who. are the
savers. This is certainly true in England,
Keynes” homeland, In America, where
a larger proportion of people own land,
a middle class of savers arose, many of
whom were pot landlords. However if
a careful analysis of saving were made
it is very likely that most of the saving
in America would be found to be eco-
nomic rent.

As Keynesianism deals with aggre-
gates, its analysis must be primarily in
money - terms, for one cannot add to-
gether tons of steel and bushels of
wheat and arrive at meaningful totals.
Although Keynes introduced terms
such as “labor units” apparently in an
attempt to avoid dealing exclusively
in monetary terms, actually if one com-
bines diverse economic data one roust
use 2 common denominator—money. As
Georgism is an individualistic appoach,
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SUPPLEMENT A {continued)

its analyses can be and for the most
part are in terms of actual wealth, mak-
ing it much -easier to understand the
absurdities and complexities which

occur when the distribution of the pro- -

duged wealth is an unjust one.

Lumping economic data and attempt-
ing to generalize behavioral patterns
may be of value in marketing, particu-
larly to sales organizations in determin-
ing their sales campaigns. In my study
of this subject I was increasingly im-
pressed that Keynesianism may be con-
sidered a sophisticated form of market-
ing scheme with the consumption and
saving habits of people to be controlled,
if thought necessary, by the govern-
ment.- From another viewpoint it ap-
pears as a cleverly contrived form of
socialism parading under the guise of
an attetnpt to rescue private enterprise
from oblivion. :

For Keynes it was important that all
wealth produced be consumed, and his
entite theory of economic behavior may
be classified 2s an under-consumption

theory. He ﬂf‘]mi”ﬁdathatwhis_viewswd-idw----éfe&tieﬂmef«ma;""-seeia}is;tie-f,@ekty;»‘w‘----w--ww—ww-w S —————

not differ substantially from those of
the under-consumptionists. It was prob-
ably natural for him to take that ap-
proach because his book was written
during the depression. It appeared to
many that the depression was the result
of under-consumption because  stores
and warchouses were loaded with goods
which few were buying. Some methods
were being sought to get workers to
consume more directly and also to get

the savings into their hands so that
these could also be consumed. To do
this Keynes, with tongue in cheek, in
a none-too-subtle attack on that “‘bar-
bareus relic”—gold--advocated burying
old bottles filled with banknotes and
having them dug up again to relieve

unemployment,

Whether Keynes recognized it or
not, it appeats that what he was at-
tempting in his deprecation of saving,
in his cool complacency toward the
eventual “euthanasia of the rentier,”
and in his desire to have the govern-
ment control the economy, was really
to take the economic rent out of the
hands of private individuals and spread
it around. His method of accomplish- -
ing this was by having the government
manipulate money and interest rates,
spending prodigious amounts of money
and juggling taxes. This was patently
unsound for it could result in the so-
cialization not only of rent and interest,
but also wages, with consequent reduc-
tion in the wealth prodiced and the

Suffice it to say that Keynesiansim is
an attempt to have the government re- .
distribute the wealth produced, utiliz-
ing a complex system which ostensibly
favors the presefvation of private en-
terprise. Actually it wounld result in the |
eventual disappearance of real private
enterprise and in a diminution of the
wealth produced, creating a super state
and reducing the freedom of the indi-
vidual to a minimum.

From: Henry George News
September 1968
"Georgism vs,

Keynesianism' -
Oscar B, Johannsen
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SUPPLEMENT B
{(Part I)

The Great Depression

¥

N 1929 the American gross national product reached a
peak six per cent higher than the previous year. Un-
employment was running at about 3.2 per cent and every-
where there was an air of optimism and expansion.
Within four vears a quarter of the nation’s labour force
was out of work.

The search for the cause of the great depression has
since been undertaken at irregular intervals by many
students, historians and economists. A recent appraisal
by Carl O. Nordling, former Assistant Professor of City
Planning at Stockholm, throws some interesting light on
~an aspect of the events leading up to the sudden panic
and economic recession of the “thirties®.

Professor Nordling makes no claims to being an econo-
mist, but he has put forward a few figures that he has
stumbled across during the course of research work. It
appears that between 1920 and 1926 there was a very
rapid increase in the U.S, population; the urban residents
increased their numbers by an average of two million a
vear. As a result of the war there had also developed a
housing shortage. More than half a million new units
needed to be built every year to keep pace with growing
needs and obsolescence. Around 1921, rents and house
prices rose rapidly, encouraging new Investment, Produc-
tion rose from 450,000 in '1,921 to 940,000 in 1925—no
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in our history had we reached as complete a temporary
saturation in building construction, including apartment
houses, residences, office buildings and other commercial
sfructures, as was the case in the late 'twentigs.” ‘

The lesson of these historical studies, says Professor
Nordling, is that even in a planned economy such as that
of Sweden, a similar state of affairs. could arise. In the
US.A. the surplus ouviput was worsened by a rapid de-
cline in population increase with the end of the post-war
new family boom. The Professor concedes. however that
such a situation is unlikely to arise on the same scale
again. Statistics are now more readily available than they
.were in the ’thirties and the market is more cautious in
its approach.

Unfortunately Professor Nordling did not take his study
far enough, What was the real cause of over-production and
why was it so harmful? There is little doubt that rapidly
rising land values from 1920 onwards encouraged wild
land speculation. Those who had invested money in land
transactions, often through mortgage facilities, had high
hopes of reaping a bonanza. Many people did. Others,
however, found themseives with financial burdens that
they could not meet. Pure speculators often took chances
on second mortgages to raise capital for construction in
the hope that things would improve. When it was dis-
covered that not only was it difficult to sell virgin Tand,
but even more difficult to sell vacant houses, the finan-

- cial difficulties multiplied. The land financing boom had
shot through the entire economy, affecting small invest-
ors, finance houses, banks, insurance companies and
large corporations, The sudden necessary reduction in
construction_that precipitated the great depression had .

Accordmg to Professor Nordlmg, however, productlon
had increased far too rapidly. By 1926 sales of new units
were falling, prices were reduced and vacancies began
to pile up. In spite of these trends, however, the decrease
in production in the following years was relatively
slow. The surplus of dwellings in 1927 was in excess of
350,000, At the end of 1929 outpui had fallen by 250,000
over .the previous year. This tremendous drop in produc-
tion gave rise to a two per cent decline in the work force
at the end of 1929—a rate of decline that rapidly increas-
‘creased. Alwin H. Hansen wrote: “Probably at no time

its own roots in a short-lived land boom, the significance
‘of which bad been greatly under-estimated.

Just before the crash in 1929, an article in the Magazine
of Wall Street said: “Every panic in our country has been
preceded by an orgy of land speculation—the culmination
of every period of prosperity is a land boom, and then
comes panic.”

Just as every building has land beneath it, Professor
Nordling’s housing statistics have land value figures be-
hind them. Under a system of land taxation such dire
consequences of rapid expansion are unlikely to occur.

*“Origin of a Depression™: Land Fconomics, February, 1967,

From: Land and Liberty

June-July 1967

"The Great Depression-in Search of a Cause"

Peter Rhodes
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SUPPLEMENT B

T {Part II)

The Great Depression

+~—In his review of my article
.. 'Origin of a Depression” Peter
Rhodes advocates that the real cause
of over-production was land specu-
lation. He says among other things:
“There is little doubt that rapidly
rising land values from 1920 onwards
encouraged wild land speculation.”

This is certainly true as far as the

great Florida real estate boom of 1925
is concerned, However, the over-
building did not only take place in
Florida, if at all, it was pation-wide.
What about land values in the rest of
the United States? -

Between 1922 and 1929 the total
value of all land increased from 92.8
billion dollars to 1135 which means

an increase of -about 3 per cent per

annum. Was that a *rapid” growth?
The total national wealth grew faster,
or 4.0 per cent per annum, and the
population grew 1.5 per cent per an-
num at that time. The value of estim-
ated oil reserves is also inclnded in
the value of the land. These reserves
almost doubled during the period
and their value grew from 122 bil-
lion in 1922 to 16.8 in 1929. The
value of non-farm residential land
grew from 154 to 24.1 billion or
about 6.5 per cent annually.

In- this connection one should

Accordingly, when the urban popu-
lation increased by some 25 per cent
during the “twenties we should expect
the value of urban land to have in-
creased by about 40 per cent, equal-
ling 3.5 per cent per annum—without
speculdation. Of course, some land
speculation apparently occurred in the
U.S. during the ‘twenties, but -the.
amount 'was not remarkably large
compared with other changes in val-
ues and in economic activity in gen-
eral. When the land speculation did
occur on 2 large scale, as in the case
of the Florida boom, it did not de-
velop .into a building boom, On the
contrary, it developed into the buy-
ing and selling of so - caled
“binders,” i.e., a right to buy a lot
some time in the future when the
land was to be subdivided.

As far as statistical facts from the
period can help us, the rise of land
values can neither be described as
a2 “wild land speculation” nor as a
possible cause of the over-production

.of dwellings. Then what was the real

cause of ever-production?. Why did
it occur in the ’twenties and never
before? The fact is, it had happened
before but on a much.smaller scale.
For a long time there had been an
oscillation, with booms and depres-

“sions following each other, and the

residential - construction_industry cer-

consider the relatton between com-
muiing costs in big cities and the
value of land. A commuter living at
the edge of -4 city’s built-up area in-
curs 4 certain cost in travelling to
and from the business centre of the
city. Compared with him all those
who live closer to the centre have the
advantage of being able to save time
and money in travelling to the centre.
This creates a monopoly of centrally
situated land which acquires a cer-
tain value higher than the unit value
at the rim. .

The bigger the cities the more time
must be spent in commuting. On the
other hand, so. much more time ap-
pears to be saved and therefore so
much more money will be paid for the
land monopoly. Suppose cities were
circular, the number of inhabitants
per acre constant, and central districts
small, the total residential Iand value
of a city would then be represented
by a cone, the wvolume of which
would be the third power of the
radius times a unit value. The total
population would then be represented
by a cylinder, the volume of which
would be the second power of the
radius times a constant.

tainly played a part in these -swings.
Cne of the reasons for the extreme
over-building in the ‘twenties was pro-
bably the shortage of dwellings that
had resulted from the war. Another
reason - was maybe the post-war
American notion of getting rich fast,
and of doing everything faster for
that matter. The radio and the air-
plane seemed to have created a new
rate of progress, but they had not. A
building still lasted for a lifetime.

A system of land taxation or of
national ownership of all land would
apparently not have saved us from
the Great Depression, Nevertheless, I
think there are .other good reasons
for national ownership of certain
monopolies such as land monopoly,
and this idea gshould not be dis-
credited just for not being a cure-all.,

From: Land and Liberty

November~December 1967

"Land Speculation and

the Great Depression'-

Carl 0. Nordling
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LESSON VII

THE RIGHTFUL BASIS OF PRIVATE PROPERTY

Assigned Reading: "Henry George, PROGRESS AND POVERTY (Hogarth abridgment)”

Pages 145 to 168
Purpose:

To explore the differences between private property in land and all
other types of property.

Objectives:
To establish the basis of private property.

To differentiate between private property in land and other types of
property. - :

To evaluate the justification for private property in land,
To relate the relevancy of Locke's theory of property.

To trace the historical basis of land as private and common property.

Economic Vocabulary:

common. property
personal property
real estate
unearned increment

Leading Questions: Instructor’s Comments

1, What are the current attitudes
towards the basis of ownership of prop-
eriy?
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2. What are some of the reasons
that primitive societies recognized as
the basis for the common ownership of
land?

3. Why was ccocmmon land accepted
during the feudalistic period?

4. Discuss the relationship between -
private ownership of land and the growth
of liberty,

5. How do socialists view private
property? '

6., Comment on the validity of the
labor theory of ownership. ”

" 7. Why is there confusion as to the
-nature of property?

8. Does private ownership of land
conflict with the concept of natural
rights? Discuss,

9. Comment on Locke's view of
property.
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10, Discuss the major points that
are made to justify the existence of
private property in land,.

Chalkboard Suggestions:

1,

Have the students give various examples of property and then list

these on the board under the heading "Examples of Property’’. Then head two
other columns entitled "Length of Usefulness' and "Necessary Care”, It is

important that land is included as one of the examples of property so that

a comparison can be made with the other forms of property.

from all other forms of property.

The purpose of this exercise is to demonstrate how land differs
As will be shown, all forms of property,

except land, require repalrs and care and are of limited usefulness.

2.

On the Board - Socialism vs, Georgism

At this point, some may feel that we advocate socialism. Compare

both ideclogies by contrasting the following:

Proposals
Regarding:

Land

Rent

Socialism

Government ownership, use
controlled by govermnment.

Collected as part of over-

Capital
Interest

Lahor

Wages

General

Governmental ownership,
Confiscated by government.

Directed by government,
"From each according to
his abilities",

To each according to his
wants,

Competition and private
enterprise to give way to
direction by government.
No individual rights ex~-
cept as granted by the
governmment,

class supply the answers.

a;i‘i‘““gove“rnmen‘t“a*l”“‘pl“an“;"““W'”‘““‘“““”““'“““:fﬁr““‘“Sbﬁ'féfl“‘ gervices

Georgism

Private ownership with due regard
for the rights of others; use con-
trolled by individual title holder,

Collected as sole public revenue

Private ownership.,
Retained by private owners of capital,

Free access to natural materials and
freedom to choose direction of effort.

In proportion to contribution to
production,

Private enterprise and competition

in the open market - "a free field

and no favors''. Recognition of the
natural rights of the individual,

Although the contrast has been given, it is recommended that the
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Supplements: -

1., Supplement A -~ Property Is Not Theft,

(a) Comment on Proudhon's assertion that "all property is robbery'.
(b) What is the difference between a legal and a moral sanction?
{¢) How does the author justify land as not being property?

2, Supplement B - Indian Land Ownership .
{a) How did Indians view propertiy in land?
(b} How did the Europeans view it?
(c) How do we determine who owns the land?

Culmination:
Pass out Summary of Lesson VII,
Assigned Reading: '"Henry George, PROGRESS AND POVERTY (Hogarth abridgment)"
Pages 132 to 144,

"Financing Our Urban Needs', nation's cities, March, 1969,
in full,

Thought Question: Show how the land value tax meets the canons of
taxation.
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SUPPLEMENT A

Property Is Not Theft

IF, AS PROUDHON asserts, “all property is robbery.” slavery , at once springs to mund as .an outstanding
if no one can in justice become the possessor of any form of immoral property. Slavery is, fortunately, now
article, it follows that no man can have any right to the a thing of the past in most parts of the world, But short-
food he eals. If the food is not his before he cats it, it ly before the American civil war, when slavery was being
‘cannot be his after he has eaten it. From this it would hotly attacked, one argument in its defence went some-
scem that a man has no right to his own body; indeed, thing like this: '

we must conclude that a man has as much right to his “Here is 4 widow. All her husband has been able to
neighbour's body as to his own, ) leave her, after a lifelime of toil, is a half-dozen slaves,

all of which - he bought with honestly earned money.
Would you now f{ree those slaves, and thus put this.
woman in a condition of penury?”

Arising out of this kind of argument is a vital prin-
ciple which we should note. It is this:

If you possess. some property which has both legal and
moral sanction and you exchange it for property which -
has only legal sanction, you cannot claim that the moral
sanction attaching to the property you have disposed of
now aftaches to the new property you have acquired.

Though chattel slavery is no more, there remain other
forms of immoral property in our midst. The chief of
these is private property in land, an institution which in

To deny the right of individual private property, there-
fore. inevitably lands one in absurdity! :

The only sensible way to' ascertain what are the rights
of property is to look first at the essential facts of our
life on this planet. We come into this world possessed of
no properly whatever and on arrival here we find that one
thing only is given to us which is both free and ready-
made. This one thing is fresh air. .

To get the food, clothig and shelter which are. essen-
tial if we are to survive, nature bids us work. Now nature
is fair. Apart from fresh air nature provides nothing ready
made. but she does provide a storehouse of raw mater-

ial upon which we can work: she provides us with land. its most extreme forms is even worse than chattel slavery.

Man, therefore, labours upon the land, and is thus able fand is not wealth, The truth of this is apparent if we

o 'hrmg m‘lo.exmtence all those tangible material things consider that if one man, the dnly inhabitant, owned the .

“’}}“h we term wealth. . . whole Earth he would quickly starve to death unless he
There arc now two points which need to be stressed. constantly exerled himself in productive work. A land-

_Pirstonatire s iexharstibte—Su—that—provided—we-—all—— v —ropurded-solely—as—a-tandowner,—contributes_00-

have access lo natural resources, whatever wealth a man thing to l;m duction but {akes wealth from others, We are

makes by his exertions should not prevent another from
making whatever wealth he requires so long as he is pre-
pared to work. Secondly, the wealth we make, and retain
as our property. is really of temporary possession only,
for from the moment of making any wealth, it begins to
change buack into original matter, Some forms of wealth
will last for but a few hours—-fresh milk is one example,
others will Tast for various longer periods. There are
very féw forms of wealth which will last long enough fo
pass on to the next generation. The truth is that man-
kind lives from hand to mouth.

indebted to Ruskin for reminding us that, from an
economic point of view, there are only three classes.
namely working men, beggarmen and thieves. One can
only acquire wealth by work, by gift, or by theft!
Throughout history many famous men have condemn-
ed the robbery which private landownership entails. One
can go back as far as Moses, who legislated against land
being permanently alienated from its original possessors.
Because the Mosaic law on the subject was not kepl, we
find Isainh thundering against those who joined field (o
field. In ancient Rome, Tiberins Gracchus fought to the

The right to possess private property springs from the death (o revive the Licinian Laws limiting landholding.
fact that the individual has, by his labour, produced it. It Coming nearer to our own times, Thomas Spence deliver-
is. so to speak, an extension of his personality. As a man ed 2 lecture to the Newcastle Philosaphical Society. in
helongs to himself, his labour when put into concrete 1775, in which he proposed that the land in each parish
form, belongs to him also. should be vesied in the parish authorities and rented owt

1t has been shown what is the rightful basis of private to individuals. Thomas Carlyle in his -history of the
property. How is it, then, that Proudhon had this idea French Revolution condemned the robbery which land-
thut properiy is theft? Probably because in his day as in ownership entailed. In the mid-19th century. Herbert
our owi, through long-established custom, were tolerated Spencer brilliantly attacked landownership i his Socid!
forms of ownership based upon force and fraud which can Staties. and compared it with mueder. '

only be described as immoral private :proiierty_ Chatte] Roth Tolstoy and Cardinal Manning bad some hitine things
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SUPPLEMENT A {continued)

to say on the subject, and in the early 1900s Winston
Churchill attacked land monopely in brilliant speeches
which have seldom been equalled, speeches which read
as true today as when they were delivered.

Let us, though, forget this cloud of wilnesses for the
moment, and look simply at the facts for ourselves, Sup-
pose a man takes a fish from the English Channel and
calls it his property. There is surely nothing wrong with
that. Bur now suppose a man claims the English Channel
itself as his property, and forbids all other people from
fishing therein. Would net that be grossly unjust?

But the same arguments must apply to dry land. If a
man plants a field with seed and in due time reaps the
harvest. that harvest is Amdoubtedly his pmgate property,
for his labour ha‘; produged it, But el thé act of sow-
mg the seeid glve him- th% right t@ c‘ia‘im tha;t ﬁeld lS ‘this
propertv for ever? 5 f

sEvery man megds suﬁimbnt space on w 1!5 o%bmld his:?
'*house But d?es Thet]

principally in order td, ghal;ge his feltowp me for the
right to live? ' y
Private landownership disinherits the mass 6f the people
from any share in what the Creator has provided for the
sustenance of all. Did the Creator intend that men should
have to buy space on this Earth. from some of their
feliow men? Without doubt this is the suprene wrong in
our civilisation, We rightly permit private property in the
‘products of labour: this is. -in fact, the first step in civil-
isation,” but we wrongly permit private- property in the

Hatufal right to eno h space justi-;
fy a man in’ clalmmg ownérshlp of thegsand& of ,acres :

We must conclude, therefore, that tangible, material
wealth, produced by labour from land, is rlghtly private
property and should not be subject to taxation while the
rental value of land remains uncollected for communal
purposes. '

Proudhon was almost certainly right in thinking that
the French aristocrats of his day had not acquired their
wealth honestly, but he did not discover how the theft
was taking place, Had he lived for another fourteen years
he might have stumbled on the truth. For in 1879 was
published Henry George’s - Progress and Poverty, a
book which made plain the reasons for poverty keeping
pace with progress, and the reason why the bulk ‘of the
world's wealth finds its way into the hands of compara-
tively few.

Twoe kinds of value arise in society. The first is that of
tangible, material weaith that is the result of man’s con-
scious efforts, This wealth is rightly private property.
The second is what is produced by the efforts of the com-
munity as a whole; a value that one can say is un-
consciously produced, and which is not the result of any
one man’s work, This second kind of value attaches it-
self to land and is expressed as the rental value of Iand;
being the result of communal activity it should belong
to the community as a whole.

By patient study of the natural physical laws and - by
working in harmony with them men have invented and
perfected the motor-car, the aeroplane, and numerous
other marvels of our modern civilisation. It is no less
true that there are unchanging moral laws which if we
obey them., we prosper. If we disobey therm. we suffer.

From:; Land and Liberty-
April - May 1968
"proudhon Was Wrong -
Property Is Not Theft,
W, J. Cadman

Lk
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Indian Land Ownership

THE first quarter of the seventeenth
century witnessed a small exodus
of settlers from England and the Neth-
erlands to the New World—a territory
ocaupied by numerous Indian nations.
The clash of century-old civilizations
and cultures brought land tenure into
sharp and vivid focus. Isolated from
the Roman and feudalistic forms of
ownership in Western Europe the
Asmerican Indian evolved over many
generations, a claim to the land based
solely on occupancy and usage. The
European concept of private owner-
ship  introduced by the new settlers
caused endless conflict. Eventually
something emerged known as the
“American way.” 7

. Even before the discovery of this
continent by Columbus and subsequent
exploters, the Indian - economy had
passed from a purely nomadic food

roamed at will and supplied the neces-
sities by hunting and fishing where
they pleased. After they learned to cul-
tivate the soil a transition in land rela-
tions naturally resulted in claims of
ownership based on labor by the occu-
pants. However Indian life was so
strongly bound up in the tribe that no
matter how long an individual used
the same plot of ground it was never
considered to belong to bim personally,
but to the tribe, and land inheritance
therefore accrued only to a tribe or
clan—this is the nearest thing we can
claim to “‘common ownership” in the
American annals.

Although historical records are in-
complete and void of specific data,
numerous historians agree that the
right of occupancy enabled each tribe
to absolute title to, and sovereignty

the Iroguois,
u@-—w»Gt].ilel?wtto.gﬂi.whﬂ_ﬂd.OPlﬁd.Ihﬁ_Egiﬁmn

SUPPLEMENT B

over, a particular section of the coun-
try. Each member was an owner by vir-

tue of being a member of that tribe. -

But ownership could not be transferred

outside the tribe, The all-powerful

chief acted as proprietor or trustee of
all the land though he himself claimed
no direct or personal ownership. - -
In other respects, and especially re-
garding personal property, the tribes
developed independently. Even though
the communal idea of Jand ownership
was accepted, there ‘was not univessal

acceptance of other views regarding

property. The six nations of Iroquois
scemn to have made Little distinction
between real and personal property
and conformed to some of the basic
tenets of communism. The Omaba and
Pueblo Indians of New Mexico and
Arizona followed the same pattern as

in contradistinction to

ates, allowing much leeway to locai
authorities, Methods of purchase, gifts
from the Indians, acquisition by seiz-
ure, occupancy under long-term leases
and “treaties,” were all used to estab-
lish the claims of the new landowners.

Thus in our historical review we find
land tenure and title determined Dy
numerous methods, the foremost being
discovery. However, the right of dis-

covery raises several important points
— one being that the tight of owner-
ship is not based on original discovery
but rather the first of the Europeans
to discover the New Wotld. If this
basis of land owtership is valid, does
that mean that any group outside of
the Europeans can henceforth claim
title based upon discovery? Who owns
the land?

idea of individual ownership of pet-
sonal property.

When Columbus was granted ships
and “men for his historic journey it
was agreed that any land embarked
upon would belong to the Crown of
Spain. So while discovery was made in
the name of the sovereign, no land in
the west was ever bought by the Span-
iards. The French had an agreement
with the Indians which carried with it
right of ownership, but the Dutch char-
ters required that title was to be ac-
quired through outright putchase.

The sovereign rights of the Indians
were not recognized by the British, and
English records are silent on the sub-
ject of land titles. The right of dis-
covety was theit basis of ownership
and all land was discovered in the
name of the King or Queen. The
Crown then transferred it to subordin-

From: Henry George News

June 1968

"Indian Land Ownershi

Stan Rubenstein



LESSON VIII

A NEW DIMENSION IN TAXATION

Assigned Reading: '"Henry George, PROGRESS AND POVERTY (Hogarth abridgment)"
Pages 132 to 144

"Financing Our Urban Needs", nation's cities,March 1969,
in full,

Purpase:

To compare the Land Value Tax with other major taxes.
Objectives:

To exaﬁine the canons of taxation.

To compare the land value tax with the other major taxes, according
to each of the canons.

To examine why the land tax cannot be shifted,

To ﬂiscusswxhewsevexalwphilosophiesmoimtaxaxiunfmwwm

Economic Vocabulary:

property tax
ability to pay
henefits received

Leading Questions: Instructor's Comments

1, BState the various purposes that
taxes are used for today, and comment on
the validity of each of these purposes,
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2. VWhat are the criteria for g good
tax?

3. How do the following taxes meet
these canons of taxation:

{a) income

(b) corporation
(c) property
(d) land value

4. Why ig it difficult to estimate
the revenue that can be obtained from a
land value tax?

5. What are some other purposes of
a land value tax, besides that of revenue?

6. What methods can be employed to
Separate the value of the land from the
value of the improvements?

7. Show how g land value tax can-
not be passed on, :

8. ©Show how some of the other taxes
can be passed on to the consumer,
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9, Which philosophy of taxation has
most acceptance? Explain each one. How
does the land value tax compare with to-
day's philosophy of taxation?

10. Mention some of the motivating
forces that cause governments to use many
of our current means of taxation,

11. From "Financing Our Urban Needs'
answer the following:

(2) What is the consensus of the

' authors concerning the proper-
ty tax?

(b) What is the consensus of the
authors concerning the shift
to a land tax?

(c) What is the consensus of the
authors concerning the con-
clusion of the Urban Land
Institute Study?

Chalkboard Suggestions:

1. <Canons of Taxation

Head two columns on the board - one entitled "Canons of Taxation'
and the other "Types of Taxes''. The first column includes a combination

of the canons in the text and others that the students give,

The second

column includes various types of taxes such as the income, sales, excise,

etc. The purpose of this exercise is to evaluate each of the taxes in
terms of the canons of taxation, An indication of the validity of the

taxes can thus be obtained,



LESSON VIII ~- A NEW DIMENSION IN TAXATION : -4-

Supplements:
1, Supplement A - How Land Value Taxation Can Be Applied

(a) According to the chart, which type of property receives the
most benefits?

(b) According to the chart, which type of property receives the
least benefits?

(c) Describe how the land value tax would change the above
situations.

(d) Comment on the feasibility of the application,

2, Supplement B -~ The Property Tax
(a) What is the property tax?
(b) What is the property tax not?
{c) Why does this type of tax tend to cause confusion?

Culmination:
Pass out Summary of lesson VIII,
Assigned Reading: "Henry George, PROGRESS AND POVERTY (Hogarth abridgment)”
Pages 169 to 175,

"Financing Our Urban Needs", nation's cities, March, 1969,
in fulil,

Thought Question; Explain the effect that a land value tax would have
" upon the housing problem,

NOTE: ''Financing Our Urban Needs" - There are various useful charts and
explanations in this booklet that can be useful in dramatizing the
practical effects of a tax on land and its relationship to con-
temporary urban problems,
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SUPPLEMENT A

How Land Value Taxation Can Be Applied

Henry George proposes to "abolish all taxation save that upou land values."
§This bas been called the "Single Tax.") We already take some rent in taxation and
we only have to make some changes in our modes of texation to teke it all,

‘ Example: Assume s 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 gradually decreasing it on bulldings. The first year, the land velue tax
could be stepped up to 3¢% and the building tax down to 2-3/4%; and so on each year
until, after a 12-year period, the tex rate would be zero on buildings snd 6% on -
land (which ve assume would approximate the full rent of land)., Other taxes should
of course also be abolished one by one.

The following chert shbws hov different properties would be affected:

| § !
A. n B, ) c. : D.
] ] '
| ) . |
, -0 1 [Blag.-§2.500] + |s1ag.-$5,000] !
Land-$5,000 : Land-$5,000 1| ~ Land-$5,000  ,
i {
Present tax . : _ : : .
3% on Bldg. - ) ! $ 75 } $150 ) $300
3% on Land - $150 ! 150 : 150 | 150
_ —_— o —_— J ——
Total tax - $150 ! $225 I $300 1 $450
, ; , ,
..... ...Mw._wwwhnﬁgg tax : ; S
None on Bldg.- 0 g c : e} : 0
6 on Lana -  §300 ; $300 , $300 , $300

It will be seen that under the present system the owner vho keeps his land idle
{A) or underveloped (B) pays less than the owner vho fully improves his land (C) and
(D). Under the proposed tax, A. and B. will pey more then at present, C. will break
even, and D, will gain, Thus the tendency will be to encourage improvements.

WOULD THE TAX BASE BE DESTROYED? The above example assumes that a tax equal to
the interest rate on the capitalized value of land will ebsorb the rent,

. But with the full collection of the rent of lang,
the selling Price, or capitalized value of land would tend to disappear. Would we
then be destroying the base on which the tex is levied? Not necessarily, for & land
value can still be computed besed on the gross rent whetler or not land has a selling
price. : )

Another method would be to begin by increasing the tax on land value (selling
price); but after a certain point is reached the base of taxation to be switched to
annual rental value. The tax rate would then be directly on the rent.

5t1l]l another method would be to tax the gelling value at a high rate 50 as to
collect all but a small portion of rent which the landowner would retsin. This net

rent would continue to be capitalized and the tax rate would continue tc be imposed
on the selling velue.



LESSON VIIX

-~ A NEW DIMENS ION IF TAXATION

SUPPLEMENT B

The Property Tax

The property tax playsarole in today’s
sovernment finance large cnough to sur-
prisc many ohscrvers. The tax takes

Cmore from taxpavers than ever before

(per capita, in dollurs of constant buying
power) — and brings more into local gov-
crmient treasuries, nearly $28 billion
this fiscal year; about $140 per capita, or
$700 for a family of five on the average
(up from $83 and $415 respectively in
1968 dollars i 1965). The outflow of
expenditures, however, hag risen more
rapidly.t Sncl, will continue to be the
cise. In many localities, property-tax
vields will not arow so rapidly as local
government spending, allowing for

- grants-in-uid, ete., unless effective prop.-

erty-tax rates keep rising. But even if
“adequate” rate increases were possible

of taking dollars from the taxpayer and
gfiving them to a govermment treasury.,
The adverse nonrevenue effects can be
of more than minor significance, most
certainly when the tax rates are at the
high levels found in umerous commupi-
ties today,

For local governments the Property
tax can compare favorably with alterng.
tive revenue sources — within lmits, It
shows up hadly, however, when used as

Intensively as in a relative few (but im-

portant) commumitics today. Poor ad-
ministration plagues the tax more gen-
erally than is necessary. Achievements in
numerous places have demonstrated that
administration can be improved, And the

constitutionally, politieal ly, and econom.._ > -

Cally ey are not assured. Nor wopld
increases be desirable where rates are
lrcady as high as in soine localities.

Every tax has offects other than those

improved,

What the Property Tax Is—aAnd Is Not

The property tax falls on people.
“Things” do not, in a meaningtul sense,
bear tax. The property tax must be
thought of as 4 device to tax people ac-
cording to thejr ownership, use, and
other ties to property. The tax is almost

exclusively a source of revenue for local
govermment, In four states only rea]
property is taxed. Aost states, how-
ever, permit localities to tax tangible
personal property — machinery, inven-
tory, furniture, ete. In fact, however, as
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SUPPLEMENT B {(continued)

a rule only the personal property of husi-
nesses and automobiles are taxed. In a
few states there is still more than hit-or-
miss taxation of intangible personal
property — securities and bank balances.

The tax is not a levy on individual net
wealth. The justification for the tax does
not rest upon a presumed adjustment of
burden to a person’s net worth. The base
of the tax is un estimate of the worth of
each particulur piece of property, chicfty
real estate, without regard for any debts
agaiust it. In almost all cases assessment
and collection are local functions. Many
state constitutions, local charters, and
state statutes governing local affairs pre-
scribe maximum tax rates. Their practi-
cal effectiveness differs widely.

Although property-tax rates when ex-
pressed as a percentage are small, they
apply to capital values and are often
“high.” Comparison of property-tax rates
with mcome or sales-tax rates can be
deceiving. A 3 per cent property tax
equals 33 per cent of the pre-tax income
—and half of that after tax — from a

Property taxation deserves support for
a reason sometimes slighted by critics:
the tax pavs for benefits going to those
who bear most of the burden. True, we
cannot relate the tax paid by any partic-
ular renter or heweowner to the benefits
of local-government spending which he
receives. For the group, however, the
case is clearer. The tax which is collected
locally and spent locally goes to benefit
the people of the area. Thus, payment of
the cost of government conforms closely
to benefit on an area basis. In this respect
is not the property tax result fairer, moré
equitable, than in the case of state and

property which vields 8 per cent to the
owner. An increase of 0.5 per cent would
reduce the amount remaining after tax
in such a case by about 8 per cent. The
property tax differs i essentials from
an income tax. Each should be jndged
according to criteria applicable to it, not
to the other. '

The tax in most localities is Targely o
burden on lousing, but  substantial
amounts are collected from businesses.
When expressed in the same terms as «t
retail sales tax, the property tax cquals
30 per cent of pure occupancey cost of
heusing in some localities. In a cifal eco-
nomic sense, the - property tax on real
estate is not one tax but two of crucially
diffcrent natures — a levv on fand and
one on improvements. The condemna-
tory comments which make up most of
what follows apply chictly to the second

aspect, that is, the burderr on improve-

ments. The tax on pure land values, ac-
cording to a long and respected —and
correct — tradition of cconomic analysis
stands as one of the best possible means
of getting local revenue.

rerful- Argument Favoring Property Taxation————

federal finances generallv? Conclusions

may differ; “spillovers™ can be cited to-

recuire modification of the central point.

Yet the baste validity stands.

Ecquity is not the only relevant crite-
rion. Efficiency in resource allocation is
another, The allocation of resources will
tend to conform more closely to public
preferences when both tax and spending
are local than when one is decided at a
distance from the other. The argument
here applies with less complete validity
to very large cities than to smaller com-
munities, Yet its basic merit extends
broadly indeed over the country.

From: Property Taxation:
Economic Aspec_ts
By: €, Lowell Harriss




LESSON IX

PRACTICAL EFFECTS OF GEORGE'S REMEDY

Assigned Reading: "Henry George, PROGRESS AND POVERTY (Hogarth abridgment)”
Pages 169 to 175

"Financing Our Urban Needs", nation's cities,

in full,

Purpose:

March, 1969,

To explain how the land value tax can affect various aspects of the

economy.
Objectives:

To demonstrate the effects

To demonstrate the effects

To demonstrate the effects
problem.

To demonstrate the effects
and farmers,

of land value taxation on unemployment.
of land value taxation on inflation,

of land value taxation on the housing

of land value taxation on homeownersg

e Reonomic Vo dbuTary

liquidity preférence
suburban sprawl

Leading Questions:

1. Explain the effect tha

Instructor's Comments

t a land

-value tax would have upon the level of

wages.,
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2, " In a similar vein, explain the
effect it would have upon unemployment,

3. How would the land tax affect
the problem of inflation?

4. Explain its effects upon the
housing problem, especially the cost of
land and the cost of the materials.

5. How does the current property
tax encourage slums and urban decay?

6. How would the land value tax
affect urban sprawl? '

7. Although the system of only
taxing land values has never been fully
tried by any country, what have been the
results where the emphasis has been
placed upon a heavier land tax with pro-
portionate reduction in taxes on improve-
ments? Cite examples.

8. How would this tax affect the
average homeowner?

9, How would this tax affect the
average farmer?
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10. Discuss some of the reasons for
the difficulty in getting across the con-
cept of land value taxation to the public,

Chalkboard Suggestions:

1. Methods Employed to Alleviate Unemployment, Inflation and the
Housing Problem,

List the above problems on the beoard. Then in another column,
obtain from the students the "Current Methods" to solve these problems.
In a third column, obtain from the class the "Effectiveness’ of these
methods., After this has been accomplished, elicit comments on the
effects that the land value tax would have upon these three major prob-
lems.

Supplements:
1. Supplement A - Purchasing Power of the Dollar

{a) What are some of the reasons for the depreciation of the
dollar?
{b) What has been the effect on real wages over the past
decadesg?
{c) Which groups are affected most by the decrease in pur-
* chasing power?

(d)Tsthe decregsein the purchasing power of tThe dollar
inevitable? Explain.

2. Supplement B - How To Make Slums and Create Barbarians
(a) How do we create siuns?
{b) How wvalid is the author's diagnosis of the creation .of
slums?
Culmination:

Pass out Summary of Lesson IX,

Assigned Reading: “Henry George, PROGRESS AND POVERTY (Hogarth abridgment)"
Pages 176 to 220,

Thought Question: Evaluate George's discussion on the Law of
Human Progress,
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SUPPLEMENT A

Purchasing Power of the Doliar, 19131966
Index Numbers: 1857-1959 = 100

As Measured by: ) As Measured by:
Year Consumer Wholesale Price Index Year Coll;ns}tmer Wholesale Frice Index
Tice rice
Index AllCom- Nonform Index AllCom- Nonfarm
modities Commoditiest modities Commeditiest

1683 1815 1g32 o %4 s
oy mee 13 1069 1076  110.6
. 107.1 107.3 108.2
1623 1825  177.0 1096 1003 .
,,,,, 165.4 1391.2 188,3— . 102.1 101.0 100.8
167.4 188.7 190.8 99.4 99.6 1005
167.4  19.9 1934 e iy 92
171.9 211.4 207.9 97.1 29.3 96.7
188.7 250.6 235.9 96.0 99.7 99.2
210.1 280.9 2519 94.9 99.4 99.2
221.8 277.0 248.8 93.7 53.7 99.3
2145 243.9 226.2 92.5 99,5 98.8
209.1 228.3 227.3 91.0 37.6 97.6
206.9 226,23 222.7 88.4 94.5 %.5
199.9 211.9 207.9 -
203.4 232.6 216.9 Nete: Purchasine power of the dollar is the reciprocal
206.6 237.0 217.4 of the indieated price index
204.8 230.6 2137 t All commeodities ather than farm products and foods
195.1 0.2 198.8

From: Bureau of Labor Ststistics
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SUPPLEMENT B

"HOW TO MAKE SLUMS AND CREATE BARBARIANS

That slums, or deteriorating areas in the Nation's
cities, are breeding places for vice and crime seems
to be generally acknowledged. That the spreading slums
of America's expanding metropolitan areas may also
be the breeding grounds for the vandals that in time
will destroy our civilization is a disquieting thought,
an idéa by no means so fantastic that one is justified
in dismissing it lightly. '

Many well~intentioned people, within and without
government, are determined that slums mustbe eradi-
cated from the American scene, However, their way of
solving the problem is similar to the method one might
apply to cope with 3 natural disaster such as a hurri-
cane or an earthquake. They rush todo something, the
obvious thing of destroying slum structures and build-

_ing others, as though that procedure must certainly
solve the problem. Apparenily, the thought that slums
are being created faster than they can be destroyed
never occurs to such good~hearted but ill-informed
citizens, They never stop to asgk in a particular in-
stance, How does it happen that this slum exists?

We are convinced that slums are not natural dis-
asters, slums are not like hurricanes or earthquakes
except that longer time is required for the results to

a problem that must be solved in an altogether dif-

ferent way from that used in coping with the effects of

a natural disaster, -

When a hurricane or earthquake destroys part of a
‘city, the urgent desirability of immediately clearing
the wreckage and rebuilding is obvious, But when a
slowly spreading slum has become a blighted area of
major proportions, the first step should be to seek
the answer to this question: How does it happen that
this festering sore of a blighted community exists; or,
How are slums created? When this question has been
answered, not only can the particular slum probably
be removed at minimum cost, but also the develop-
ment of other slums can be prevented.

How Do We Create Slums? |

In order to clarify what might otherwisebe obscure,
we invite readers to assume thatthey have become the
elected managers of their respective cities. You are
the city manager of Yourtown and have almost dicta~
torial power during your term of office.

First, reminding you that this is fantasy, we shall
assume that you have the most evil intentions and that
among your boon companions is a friendly devil who

e y@-SEEN-Slum s-are-man~mades therefore, they present

is amazingly astute, as devils presumably are. Below
are some discussions between you and your devil
friend held during’the nightly excursions you and he
have made around your city in search of more and
better ways of achjeving evil results,

"My friend,” you said, "this is indeed a beautiful,
in fact far too Iovely a city. Since it was rebuilt after
the great fire you kindled so successfully a few years
ago, it has been reconstructed with more and better
buildings than we had before. Can you not think of a
more permanent way of creating a little hell on earth
than merely burning a city? True, the effects of that
conflagration were striking, but you will have to ad~
mit that they haven't lasted very long.”

"Indeed,"” replied the devil, "I have been giving the
matter serious consideration: I have a plan that will

- bring a more lasting hell to the midstof our city. The

effects will not be apparent all at once, but they will
be far more devastating than any fire. Moreover, a
disaster such as fire or flood tends to cultivate the
honds of human sympathy among men, make them con-
siderate and helpful fo their fellows; but my scheme
will divide our fellow citizens in such a manner that
those in the hell we shall devise will, in the course of

wﬁme;mbeeemeuvirmmai»haxbamanspmparedioiemdom;wm

all that our better citizens can build, In short, we.can
even breed the new barbarians that perhaps willin the
end destroy present civilization if we follow my plan."

"You make it all seem so easy, What is this plan?”
you asked eagerly, ‘

"Here it is," said the devil, "I shall describe it one
step at a time so that you canreflect on its simplicity
and effectiveness; all truly great ideas are essentially
simple, you know.

"We now are in one of the residential parts of the
city, but it is-an older section that was not burned a
few years ago. The houses are somewhat crowded,
but they once were occupied by some of the leading
citizens. Do younotice that an occasional building could
stand repainting?"

"Yes, of course, but what of that?" you replied.

"Simply this. You arrange with the tax assessorsto
raise the assessment and therefore the taxes on any
building in the city that is repainted, or remodeled, or
improved in any way, Moreover, caution them to asgess
at full value, or moere nearly full value, any new
building that is constructed. You know that the power
to tax iz the power to destroy, or in this instance to
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SUPPLEMENT B. (continued)

inhibit, If this procedure is followed assiauously, and
your tax rate is high enough, you soon will observe
the following results: _

a. Throughout the older sections of the city, build~
ings will at first not be painted and maintained; then
some will become dilapidated; and virtually none will
be improved or replaced. -

b. Into this area will move the poorer families of
the city. They will gravitate to this locality, not be-
cause most of them .prefer to live in a slum, not be-
cause their taste has become so depraved that they
could not enjoy life elsewhere, at least not at first;

they will come to live in this area because our clever -

taxing method will prevent or at least limit the re-
modeling or new construction of housing that these
families can afford, )

¢. Then, given another decade or two, as children -

are brought up in these depressing surroundings, our
city will first have increasing problems of juvenile
delingquency; then the former juvenile delinquents will

become competent criminals and racketeers; and

everyone can see that we need only enough of these
individuals to overturn civilization itself,"

_Encouraging Land Speculation in Slum Areas

But you were not convinced that the friendly devil's
plan was as excellent as he supposed. You asked, "Is
that all there is to your masterpiece of evil calcu-
lation? I confesas it has some interesting and perhaps
effective features, but is that all?"

"By no means,” friend devil replied. "In addition to
taxing all improvements heavily, you must reduce the
taxes on land values, especially on land values in the
slum areas. As the original buildings deteriorate and

~ the neighborhood becomes a slum, encourage the land-~
lords to apply for reductions in their taxes. Instruct

. the-eity-assessor.-to-disregard. actual selling prices.

of land in the slum area and assume that the assessed
value of the land should decrease as the buildings on
it deteriorate, Thus you will encourage the slumlords
to hold their properties for speculation on the future
growth of the city, You will combine the maximum of
discouragement to improvement with the minimum of
discouragement to land speculation, Even when build-
ings are condemned and closed as firetraps or are in
danger of collapsing, they will not be replaced, The
tax remaining will be so small that the owner will not
be forced to sell to someone who might build. The
owner, unless he ispressed for funds (and professional
slumlords usually are not), will simply wait until the
further growth of the city makes it practicable for
someone to pay a price that will yield a tremendous
profit. How large such gains may be can be seen by
reference to the prices being paid today for land held
by slumlords in areas to be redeveloped.”

To Expedite Slum-Making

"I am nearly convinced that yonhave auseful scheme
that will serve our evil purposes well,” you said.
"However, if you really put your mind to it, could you
think of some improvements in it; perhaps ways of
extending slum areas more widely or bringing the an-
ticipated results more quickly?"

"Well,” replied the devil, "I do know of a subtle
modification of this scheme that has produced grati-
fying results. In parts of England, the principles I
have mentioned have been carried to their logical ex-

tension, When a property becomes so dilapidated that
it is no longer used, or evenwhen the slumlord simply
chooses not fo rent it, taxes are canceled altogether,
Thus there is nothing to prevent the speculator from
holding property off the market indefinitely. Itis most
encouraging to slumlords not to have that nagging
annual payment, however small itmightbe, My friends
abroad tell me that England has some of the most
impressive slums anywhere to be found, Vast areas
of London and the industrial midlands are such hells
on earth that they put the subterranean master of our
profession to shame, Think of it, he is the monarch of
all that perpetual fire and brimstone, yet he conirives
only a brief sizzle as another soul enters his domin-
ion, whereas the tax system and slumlords in England
have developed a hell that lasts for a man's whole
lifetime, corrupts his children, and damns his earthly
hopes. There is an achievement worthy of emulation
by all who would foster evil wholesale instead of
piddling around in the retail business of tempting in-
dividual souls to their destruction,”

"Then why not try the same scheme here?" you
asked, ) '

Friend devil replied with some dignity, "'I think you
know me well enough to realize that néither lack of
holdness nor any fondness for humankind have impelled
me to suggest nomore than IThave, We must remember
that youwill be coming up for reelectionin a few years,
Anything that the public is accustomed to is accepted
as right and just. Already your city is applying my
scheme in substantial part; you need only tighten up a
bit here and there, urge the assessors to seek more
vigilantly for all improvements such as modern bath-
rooms in existing tenements, etc. If you introduced
a completely new idea such as thatappliedin Epgland,
you might encounter resistance, because all new ideas

T AR E S PETt A s your Kow. R

Advantages of Applying an Opposite Plan

But you still were not completely satisfied; conse-
quently, you guestioned further; “Good friend devil,
or rather friend devil (I do not mean to insult you), I
see that you are right and I begin to understand how it
happens that nearly all cities in the United States have
their steadily growing slums. The scheme as you
outline it is indeed convincing; but I wonder, do you
have any further proof of its soundness than the ob-
vious results of experience with it to date?"

"Yes," the devil replied, "1 can offer the most con-
vincing proof, In many cities of the world the opposite
of my scheme has been applied, All improvements in
those cities are exempt from taxation, and only the
land values are taxed for all community expenditures.
The results have been as follows:

1. Such cities have no slums worthy of the name.

2. Even the poorer citizens have no difficulty in
renting adequate housing.

3. New construction is greatly encouraged; in
fact, those cities, in Australia for exampie, seem to
enjoy a never-ending progression of building and re-
modeling. )

4, Industries come to those cities, because com=
panies are taxed only on the value of the land they
occupy (this value of course largely reflects the ser-
vices provided by a city) rather than on their plants,
equipment and subsequent increase of those facilities.

5. Surprisingly enough, in many such cities where
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SUPPLEMENT B (continued)

the landlords were the only citizens entitled to vote on
land-value taxation, they voted for it. Although their

-taxes as owners of land were, increased, the great

benefit to the community of this method of taxation so
increased the demand for land in the community that
land values also rose,” .

"There is the proof that my scheme is sound,” the
devil insisted, "Apply it, and we get the slum hells we
want; reverse it, and the slums are eliminatedin a few
short years at no cost to the community. What more
proof do you need? Just keep the system we now have
and accentuate its most effective features as I have
suggested. Then you can rest assured that slum hells
will keep spreading more rapidly than redevelopment

~ programs can remove them." . :

To Create More Barbarian

"The arguments you have offered and the all too

obvicus developments in most cities of the world offer-
convincing support for your basic theory, Friend
devil,"” you said, "I am interested in your reference
to the influence of slums on the humanbeings who are
porn and brought up in them. That in the long run

“almost any person in those circumstances might be-

come_a barbarian willing to join in destruction of our

recent decades I have found improved means of creating
barbarians, You may think I am somewhat immodest
in claiming the new method as my own, Actually, tho
new method was devised by peopleof goodwill anxious
to prevent exploitation of their fellow men, aided by
labor unions serving their selfish interests and by
politicians seeking votes. You remember the proverb,
"The road to Hell is paved with good intentions,” Thig
is part of my, or at least my master's grand design.
Through the application of that principle we already
are achieving unprecedented success in creating
barbarians."” '

"Friend devil, you speak in generalities. Precisely
how do you propose to apply the principle that unwisely
guided good intentions are the paving stones of earthly
hells?" _ ) :

"You misunderstand me. I am not speaking of pro-
posals for future action, I am referring tolaws already

-in effect. Your laws, both State and Federal, prohibiting

employment of relatively unskilled people are espec~
ially effective.”

"Surely you are joking; laws prohibiting employment
would never be accepted by the people of the United
States. I never heard of suchalawin all my life,"”

civilization seems clear, However, such indoctrin-

" ation surely is a slow process, and many, far too
‘many escape from their slum environment, They see

all around them opportunities to better themselves.
Even if they have never read the stories of Horatio

‘Alger, whose poor hoys always found the stepping

stones to wealth and power, they have seen for them-
selves in past decades that many of the nearly destitute
immigrants who crowded American slums several
decades ago have achieved success,"”

"Few of those immigrants who came about the turn
of the century are slum dwellérs today. Haven't the
glums in many instances provided the incentive for
beginning at the bottom of the economic ladder, culti-
vating useful work habits, and thus through self dis-
cipline succeeding, whereas many brought up in easier
surroundings have failed to develop their latent abili~
ties? In short, are slums alone as efficienta means of
creating barbarians as you can devise?" :

"You have put your finger on whatusedto be a weak
point in my suggestion," the devil replied. "However, in

"Now,™ the devil Feplied,; "'you ute being natve, Such™
laws are not entitled 'Measures to Prohibit Gainful
Employment,' nor do they begin with awhereas clause
pointing out that they are intended to prevent people
from obtaining jobs., The laws that actually prohibit
such employment are under more euphonious titles
such as 'Fair Labor Standards Act,' or 'A Law to
Establish Minimum Wages;' and their whereas clauses
may refer to the desirability of giving every person a
living wage,' although a youth living at home and
seeking his on-the~job training for life has need for
much less income than does an adult living alope or
another adult with family responsibilities.”

The devil continued, "A recent study* has shown
that the percentage of youths unemployed has increased
markedly as higher minimum wages have been estab-

* Yale Brtozen, Professor of Business Economics, Graduate
School of ‘Business, University of Chicago, Chicago, Illineis,
in The Eflects of Statutory Minimum Wage Increases on Teen-Age
Unemployment, presented at the annoal Mont Pelerin Society
meeting, Aviemore, Scotland, September 3, 1968.
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SUPPLEMENT B (continued)

lished, In effect, the law says to every youth, "You
shall have no job unless the results of your labor are
worth more to some employer than $1.60 per hour.
Such effective prohibition against gainful employment
for many provides just the opportunity we desire, You
know that all of us devils are skilled in finding work,
our work, for idie hands. This is our specialty. Just
give us such opporiunities and we create barbarians.
Proof that our efforts are successful already is
apparent in the burned and looted areas of many cities.

"Slums always have been depressing places, but as
long as there was hope for a way out, as long as no
one wag denied the opporfunity to reach the first step
on the ladder to success, only a small minority became
barbarians. Today the situation is different for millions
who are denied the basic opportunify, ajobin which to

- YO AT R USRI WoTlk-habits-with-the-further upward stepg—

of the ladder clearly in view. Now millions have no
basis for hope, Denied the chance to earn the attractive

products of a seemingly affluent society, frustration

- becomes the desperation of those who believe that

they: have nothing fto lose and possibly some loot to
gain if they join the modern barbarians. Given enough
such men, no civilized society can survive,”

"The barbarians who finally sacked Rome as that
civilization declined and fell came from without, Much
more efficient in destroying Western Civilization will
be the barbarians within. At the rate slums are being
made and barbarians are being created today, we who
‘expect to reap the hellish harvest of social revolution
apparently have not long to waif, We shall have hell
on earth on a scale never heretofore witnessed by the
human race, Stupidity plus misguided good intentions
will accomplish our work, leaving to us only the en~
joyment of it,"”

-2 And. now,".-gaid the devil, "you-must-excuse-me, L

must not shirk my task of providing work for idle
" hands,"

From: ' 'Economic Education Bulletin'

American Institute for Economi¢ Research

October,

1968



LESSON X

THE LAW OF HUMAN PROGRESS

Assigned Reading: “Henry George, PROGRESS AND POVERTY (Hogarth abridgment)”
Pages 176 to 220

Parpose:
To set forth the law of human progress and its ramifications.
Objectives:
To examine the various explanations for the progress of civilizations,
To show that association in equality is the law of hqman progress,

To elaborate on the present characteristics of our declining civili-
zation, )

To explore the meéning of liberty and justice,
To review the highlights of the course,

Econohic Vecabulary:

freedom of opporiunity
agsoclation in equality

Leading Questions: Ingtructor's Comments

1, Discuss the various theories
oifered to explain the advance of civi~
lization and societies,

2., What forces counteract the geo~
graphical barriers to association?
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3, Show how cooperation in mental
power has made great strides in recent
years.

4, Discuss George's characteristics
of our decliining civilization.

5. What has been the relatioﬁship
between equality and the advance of
society?

6. Distinguish between political
and economic liberty,

7. According to George, what is the
primary cause for the decline of civili-
zation?

8. How may modern civilization decline?

Review:

Review the major highlights of the couise.

(a) Factors of production,

(b) Laws of distribution.

(c) Role of land speculation,
(d) Use of land value taxation,
(e) Effects of the proposal,
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Climax:

Read excerpts from "The Call of Liberty”. Some of the passages cam
be extremely moving., Discuss some of the major points,

Supplements :

1«:

Supplemént-a - Readings from text.
Two paragraphs which are very current are:
~ (a) "This transformation.........political decline” on page 202.
(b) “Where-this COUrse.........s .declining civilization” on page 203,
How relevant are both these paragraphs today?
George has been referred to as the "prophet of San Francisco”. Can
one forecast the trend of events?
2. Supplement B - The Significance of Henry George
(a) What is George's basic thesis?
(b) How does it differ from modern palliatives?
(c) What is George's remedy?
(d) How applicable is the remedy to our modern industrial world?
3, Supplement C - On Human Rights
(a) What are rights and duties?

 (b) How does the United Nations Charter use "rights" in several
different senses? .

{c) Despotism begins its chronology from the time people stop
thinking of compulsion from above as evil and begin to regard
it as normal. Comment,

Culmination:

Pass out Summary of Lesson X.

Encourage students to continue their studies i.e. further courses.

Encourage students tc become active (Your Director should be able
to give you suggestions imn this connection).
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reflected in the value of the land. Both cannot occupy the
more favourable site, yet clearly if all men bave an equal
right to life they have also equal right to land. If the first
pays a site rent to the community for the privilege which he
holds, justice is done. Further, under George’s proposal,
if the first man worked harder or gave better service, the
additional income thus gained would not be subject to penal
taxation — it would be left entirely to him. (The actual

~ mechanics of this is beyond the scope of the present article).

Today, with all the apparatus of the Welfare State, with
pensions, “free” medicine, and the rest, George’s thesis may
seem somewhat strange. It is important to realise,”however,
that George did not regard the abolition of poverty simply
as an end in itself, but rather as a means to achieving greater
liberty, George maintained that with man’s material wants
satistied readily so as (o obviale anxiety on this scor¢ (and
who can unambiguously say that this is so for most people
in these days of *‘affluence,” inflation, and economic uncer-
tainty?), then man’s intellectyal, cultural, and higher powers
could blossom forth more abundantly. Be this as it may,
however, the crucial point was George’s concern for indi-
vidual freedom, his profound respect for personality. The
Wellare State might artificially mitigate the inequitable dis-
tribution of wealth, but if this meant that the individual be-

‘came a mere cog in the machine of the State’s bureaucratic

apparalus, or  became submerged in' a sea of universal
benevolence (however well-intentioned), then for George the
price was 100 high. In any case the fundamental wrong had
not been rectified, the two-fold violation of the command-
nient, “‘thou shalt not steal,” had not been ended; that is,
the appropriation by privileged. individuals of what ethically
belonged to the community, i.e. the land values created and
sustained by the presence of the community, and in addition
(and as a consequence) the taxation by the State of indivi-
duals’ effort and exertion, in the form of arbitrary imposts
which bore no systematic relation to the bepefits received
“by-the-tndividualfrom-the-community-— :

Radical Remedy Needed

Like *leftists,” Henry George was convinced that there
was something radically wrong with the social order, as
shown by symptoms such as slums, hard toil in an age of
labous-saving devices, and periodic economic crises. He
insisted that such social evils require a radical rémedy and
not bigger Government doles or palliatives that did not upset
the status quo, especially as regards monopoly and privilege.
Yet in common with certain people of “right-wing” persua-
sions, George strenwously upheld individual liberty and re-
spect for the individual’s rights. But in this he was opposed
to unbridled individialism; he asserted that freedom
must be contingent on the equal freedom of others. Thus he
could be contrasted with many self-styled advocates of free
enterprise who really are seeking securer privileges; the
efforts of certain industrialists to obtain higher tariffs (i.e.,
Governmient intervention) is a good Hlustration. Thus it is
that George's supporters are drawn from a wide range of
political loyalties, and by the same token it comes to pass
that both Tories and Communists have at times been among
his bitterest enemies. Many of George’s supporters would
thus claim that his philosophy contains a synthesis of the
best of *“leflt” and “right” wing elements.

The Welfare State apart, there are still, of course, many

- countries in the world. where extremes of riches and poverty

are patent, notably Asia and Latin America. For a sub-
stantial percentage of the world’s population, the extraction
in rent of something like half of their produce is a customary

teature of life. The basic nature of the land question is
apparent here. The importance of this question arises in
a special way with schemes of technical aid such as the
Colombo Plan. When such aid, intended to raisc the living
standards of the people in the under-developed countries,
stimulates productivity, then as surely as night follows day,
landhokders can charge more for the privilege of gaining
access to land, and the gap between the haves and have-nots
becores accentuated. This happened for example in Italy,
where i the post-war years the United States of America

“poured millions of dollars into that country.

Recent history provides many instances where inequit-
able land tenure has been a major cause of warfare and
bloodshed. In China, for instance, it is universally agreed
that the Nationalists’ failure to deal with this issue was
largely responsible for the Chinese Civil War. The policy
of Sun. Yat-Sen (a disciple of Henry George) “equal rights
to the use of the land™ had become an empty party slogan,
and it was inevitable that Mao Tse-tung’s most enthusiastic
supporters were the 50 million peasants who had previously
turned over a large portion of their produce to privileged
landjords.

Applicability to Industfial Sociéty

At first sight the practicability of George’s doctrines to
a complex indusirial society with its highly erganised com-
mercial power, may not seem obvious. When, however, it
is realised that privileged individuals can legally charge
others a premium for living and working on that land, then
the relevance of the land question becomes clearer. Again,
the supply of land is virtually fixed so a monopoly in land
{and hence in speculative land rents) is far more potent
than a monopoly in commedities for which substitates may
usually be found. George, of course, recognised that there
were other important social problems besides the land ques-

essential prerequisite for any social progress. His prediction
that disparity in the distribution of wealth would persist and
increase with technological progress is borne out by recent
admissions that in his own country, one in every five of the
nation’s families is either living in or verging on poverty,
and this at the peak of the most prosperous era in Ameri-
can history. o :
Among the advantages claimed by George for his system
was the inference that productivity would be stimuolated and

‘living standards raised, because there would be steadily re-

ducad taxzation of effort and consumption, as represented by
income, sales, and tariff taxes, which discourage production
and tend to produce scarcity. ‘The major source of revenue
would be payment of a site rent to the Government for the
privilege of exclusive occupancy of a particolar site, a site
rent which reflects accurately the advantages of occupying
that site. Government would be simplified, for a2 levy cn
site values is simple to administer, easy to collect, and virtu-
ally impossible to avoid. By contrast, taxes on goods and
earnings are complicated to administer, difficult to collect,
and at times relatively easy to avoid.

Would It Be Enough?

[t is sometimes asked whether the revenue from site
values would be sufficient to defray the costs of Government.
George’s supporters helieve - that in normal circumstances
(excluding hot end cold wars) it would. However, be that
as it may, it can be strongly maintained that many Govern-
ment functions would become redundant and the cost of
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Goveinment greatly redideéd. For example, the staff re-

quired for collecting revenue would be greatly reduced, and

s0 would the offices and equipment for this purpose. Again,
many Government commitments arising from poverty and
economic distress would; it is maintained, no longer be neces-

sary. : , ,

One big advantage claimed is the elimination of land
speculation.  As a result of this at present a considerable
amount of capital and savings must be used to gain access to
a site before industry and commerce can begin operating.
The removal of this obstacle to production would clearly
have far-reaching conseguences in stimulating employment
aund expanding production. -

A natural guestion is whether George’s system has ever
been put into practice. To a limited extent and in varying
ways it has been implemented in at least 20 countries includ-
ing the United States, Denmark, Australia, New Zealand,
Brazil and Canada, particularly in- the field of municipal
rating. However, it must be remembered that implementation
is difficult because of opposition from privileged groups. The
reduction or abolition of tariffs and other restrictions on-
international trade is, of course, part of George’s programme,
though not exclusively his. ' ' '

Eifectiveness Of System

As an illustration of the effectiveness of George’s system,
reference may be made to comparisons in the field of muni- -
cipal rating in Australia between municipalities using site
value rating (George’s sysiem), L.e., drawing all revenue from
land- values and exempting improvements, and those using
the net annual value- system, in which revenue is drawn
chiefly from improvements. The Melbourne Land Values
Research Group has conclusively demonstrated that districts

e - S18E- MU G Tating. show._substantially more_than twice the

building activity per acre available for building compared -
with corresponding districts where the other <system operates.
While George was quite certain that his social phil-

osophy would promote economic betterment, he was more

" concerned with the fact that it accorded with ethical prin-
ciples which all but moral nihilists recognise. -His normative

. approach is often contrasted (sometimes disparagingly) with -
the descriptive approach of many economists and sociologists.
Yet contemporary economics finds itself as helpless as classi-
cal economy in the face of the economic evils with which
civilization is confronted. It has acquired a more “‘scien-
tific” vocabulary than the syllogistic terminology of the
early nineteenth century, its graphs and statistics are impos-
ing and often complicated, but there still are (should-not
one add that on a world scale they are increasing?) poverty,
misery, and economic unrest. It is often claimed that
economics must develop more in the quantitative direction.
But to this one may reply that should such a development
sacrifice values and standards to statistics and graphs, and
beeome so engrossed with figures as to blind itself to symp-
toms and cures, then a polite scepticism becomes inevitable. From: Progress

At a lime when a reconciliation is being sought between : ZXOBress

-personal liberty and social justice, between individual rights §eptember 1968
and social obligations, the social philosophy of Henry The Significance
George, which claims to provide a syathesis between the of Henry George"
conflicting claims of libertarianism and equalitarianispl :
would well repay attention. o
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rI‘I[ERE is still some magic in the words e Kights

of Man; it is as if they awaken a deep instinct as
well as provoke discussion. Perhaps.this is the reason
why not so very lang ago a movement for reform, based

on this appeal. could cross frontiers and continents and

win ardent support among millions of working men ‘and
women as well as among circles of profound thinkers.

- The atmosphere was unprecedented. William Hazlitt, look-
ing back from I814 after the movément had sunk to mere
power-politics, recalls the outset as “that springtime of
the world when France called her children to partake her
equal blessings beneath her laughing skies;. when the
stranger was met in all her villages with festive songs in

- celebration of a new era; and when, to the retired stud-
ent, the prespects of human happiness were seen ‘ascend-
ing. like the steps of Jacob’s ladder, in never-ending suc
vession,” o : :

“ltis strunge to us in the atmosphere of today. to imagine
thut a statement of government policy could arouse such
'I'cclvings. But the American Declaration of Tndependence,
1776, and the Freoch Declaration of the Rights of Man and
of Citizens, 1789, were not clection addresses. Despite im-
perfections - such as “all men are created cqual.” these
documents were the culmination of a century of active
thought, known (o historiuns as “the Age of Commen
Sense.” or “the Age of Reason.” After the English Glor-
1ous Revolufion, 1689, “the eternul spirit of the chainless
mind” had been awakened. The ideas of John Tocke,
that government itself has no rights, only the duty of pro-
tecting individual rights, began to spread like slow fire
at the roots of paternalism. Carried to ‘America and back

again to Europe on two great occasions it had brought-

into public affairs not professional politicians but amat-
curs of courage and conviction, not yet corrupted- by

SUPPLEMENT C

On -Human Rights:

discusston on a scale it has so far failed to arouse. Fven
when the Charter was first issued there was comparatively
littke notice in the newspapers. and some more seriots
organs pointed to its defects. The Church Thues remark-
cd: “It makes claims and enunciates. dogmas which are

by no means self-evident to the human mind or human

conscience, What is the intellectunl busis for its ager-
lions‘?" Mrs. Eleanor Roosevell, Chairman of the Human
Rights Commission, stated in a foreword to the text: “li
is not a perfece document . . . there must be a considerable
number of compromises . . . but a beginning had to be

Conwde”

Il is unfortunate that the Charler dues ot begin with
a clear definition of universal human righis, 7., inherent
Lo every person at any lime and in any place. This might
have saved the sponsors from  confounding rights and
duties in so many of the Articles. This not only con-
fuses the reader: it blurs perception of both rights and
duties. We all acknowledge moral obligations. duties to
society; but these would have been much clearer if tabu-
luted separately. Moreover, in such a statement it s
necessary to use words only in their essential, unmistake-
able meaning. In the preamble the Charter refers to “frec

power. The ringing phrases of these two manifestos
breathe the spirii that resists government pretensions, that
scorns patronage. that begs nothing from public funds:a
spirit based on tHe conviction that “the sole causes of
public misfortunes and corruptions of government” are
not defects in the planned economy or welfare regulations
but “ignorance, neglect, or contempt of human rights.”
* They were uncompromising appeals from man to man,
.not from organisations to the rimid who seek ‘the shelter
. of organisations. Said Benjamin Franklin: “They that
" ¢an give up essential liberty to obtain a liitle femporary
safety deserve neither libertv nor safety.”

Tt is like a cold douche to turn from these declarations
tp the text of the Universal Declaration of Human Rights
A—'.late'r referred to as the Charter—originally approved
by the United Nations Assembly at Paris, 10th December,
1948. and now, in this officially-appointed Human Rights
Year, due to be celebrated and reviewed at a meeting of
delegates in Teheran, December 1968. All who are genu-
inely concerned for right and justice must hope that
the delegates to Teheran will forget political considera-
tions in favour of universal considerations and revise the
Charter on this basis. To do s¢ would transform the

document into a challenge to world opinion and evoke

dom from fear and want” and lo “fundamental free-
doms.” But freedom, the state of being exempt from out-
ward restrictions or compulsions, has no direct reference
to human emotions. Open the prison door and the man
is free, but he is still subject to natural fear and the need
to supply his reguirements by his own efforts. Misuse
of the word freedom. in this conlext. deflects enquiry from
possible restrictions’ or compulsions leading to un-
natural fear and unnatural privation. Freedom is a uni-
versal principle with infinite application: to pluralise such
an abstraction is absurd and misleading.

1]

“The natural liberty of man,” says John Locke, “is to
have only the law of nature as his rule.” All are born
equally free to use the natural resources of the earth for
their support, and to exert their natural powers. mental
and physical, as seems best to themselves within the lim-
its that nature imposes. This equal freedom of natural
opportunity is the basis of all human rights. and one
which any intelligent person can understand. H the spon-
sors of the Charter had made this clear at the outset the
document might have been more convincing, and have at-
tracted more attention. A right is a negative conception.
If an alleged right conflicts with another, one or both
must be spurious. Tf an alleged right requires someone to
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do something, it is spurious. No right can be created by
government; human righ{s are anterior to all government,

The first sentence of Article 1 of the Charter: “All
human  beings are born free and equal in dignity. and
rights,” clearly accords with this definilition, and so with
& number of subsequent passages, e.g.: “Everyone has the

right to life, liberty and security of person.” “No one shall

be subjected to arbitrary Interference with his privacy,
family, homo or correspondence.” “Everyone has the right
o own property.” “No one shall be arbitrarily deprived

of his property.” “No one may be compelled to belong

to an association.” “Everyone has the right to work.”

Assuming that property is undersiood in its universal.

sense, all the foregoing accord with the negalive concep-
tion of rights and with the definition, in every reputable
dictionary, of freedom as “the state or condition of being
tree,” : o ' .

In other parts of the C‘hur{cr, however, we find so many
passages in conflict with the above that an inaltentive

reader might forget these quoted statements as mere verbal’

formalities. We are told, for example: “Everyone has
the right to soéial sccurity.” “Everyone has the right to
favourable conditions of work and to protection against

e Ainemployment.”_“Byeryone—has—the—right-to—equal—pz

for equal work.” and to “just and favourable remuner-
ation . . . supplemented. if necessary, by other means of
socidl protection.” “Everyone has the right to rest and
leisure, including reasonable limitation of working hours
and periodic holidays with pay.” “Everyone has the right
to a standard of living adequate for the well-being of him-
self and his family, including food, clothing, housing,”
. ete. “Everyone has the.right to education.” “Education
shall be compulsory” and directed to purposes the
Charter prescribes. “In the exercise of his rights and free-
doms everyone shall be subject only 4o such limitations
as arc determined for the purpose of securing the gen-
crul welfare in a democratic society.”

As we are also told that “education shall be free” and
that “parents have a prior claim to decide their child-
ren’s education,” the ciauses on education are contra-
dictory; but one can see, on examination, that nons of
the above statements conforms to a universal human
right. They are alf statements of claims for things which
everybody has the alleged right 1o compel everybody io

provide. If -A has the right to well-paid employment with.

paid holidays. B must necessarily ‘provide it; but if B
hus the same right. then ‘A must also provide B with

the swme, This is not a statement of wniversal human
rights in the enjoyment of which all might freely provide
for themselves: it is a code of regulations for a dependent
world. Such statements might have been drawn up by a
committee of well-meaning persons, who, taking siavery
for granted, were cencerned to ensure that the slaves
were well treated, allowing the inspector, however, wide
discretion jn interpreting what shall be “reasonable,”
"adequéte,” conducive to the “general welfare,” etc. All
is based on the acceptance of compulsion as a necessary
and permanent element in human rights. -~ '

Totalitarian regimes find it necessary to set up prison
camps in which those who seek truth independently, des-
pite the influences of state education, prevailing opinion,
and authority, are subjected to brain washing designed to
restore them to what is considered a normal condition
of mind. Te a letter recently smuggled out, one victim, an
historian who had swrvived the corrective process. ob-
serves: “Despotism begin its chronology from the time
people stop thinking of compuision from above as evil,

and begin 1o regard it as normal.”

The most significant aspect of the Charler is its omis-
sions, Almost all controversy foday is “concerned with
what are called economic matters: question of inflation
and trade, taxation. and the prohibitive cost of land for
people to live on and work on. And it is conducted with
so much expertise, jurgon and metaphor that it is a kind
of closed circuit from which the common sense of ordin-
ary people is extluded, although they are well aware that

‘their interesis are ut stake, and when the promised mir-

acles do not emerge they feel sullen discontent, Here. if
anywhere, a clear lead on their rights is required. Yet on
these subjects the Charter has nothing 4o say. leaving the
public 1o infer that no human rights are involved. For all

e thie-Eharter—has -tor dectare; - any Tuling - authority: by de=

basing the currency, might reduce everyone whose means
are only in the form of money to destitution; by putting
a complete embargo upon the exchange of goods and ser-
vices it could reduce its subjects to the lowest scale of
human existence; by taxing all their earnings it could
confiscate all their property; by denying them the use of
the earth it could deprive them of life itself.

The difficulties of persuading many delegates to co-
operate in drawing up this Charter reflects credit on those
who took the lead and it would be unfair to condemn
the document for minor shortcomings. But when the om-
issions and inconsistencies alow violations of the
most important human rights, the Charter requires dras-
tic revision if the original purpose is to be realised. Many
persons are capable of a surprising degree of self-
delusion when faced with awkward realities, but the pat-
rons and sponsors of this Charter occupy the highest pos-
itions in Church and State, If they delude themselves
they delude millions. Intellectual integrity is a moral ob-
ligation: it could not be more so than in framing such a
declaration.

From: Land and Liberty
November 1968
"On Human Rights''-
Frank Dupuis
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THE PROBLEM
Lesson I

"He would have been = rash man who, when Augustus was changing the
Rome of brick to the Rome of marble, when wealth was augmenting and mag-
nificence increasing, when victorious legions were extending the frontier,
when manners were becoming more refined, language more poiished, and liter-
ature rising to higher splendors -- he would have been a rash man who then
would have said that Rome was entering her decline. Vet such was the case.
And whoever will look may see that though our civilization is apparently
advancing with greater rapidity than ever, the same cause which turned
Roman progress into retrogression is operating now .....

There is a vague but general feeling of disappointment; an increased
bitterness among the working classes; a widespread feeling of unrest and
brooding revolution. If this were accompanied by 2 definite idea of how
relief is to be obtained, it would be a hopeful esign; but it is not.

There is no mistaking it -- the very foundations of society are being
sapped before our eyes, while we ask, how is it possible that a civiliza-
tion such as this, with its railroads, and daily newspapers, and electiric
telegraphs, should ever be destroyed? While literature breathes but the
pelief that we have been, are, and for the future must be, ieaving the
gsavage state further and further behind us, there are indications that
we are actually turning back again toward harbaris® ....s

Whence shall come the new barbarians? Go through the squalid guarters
of great cities, and you may see, even now, their gathering hordesi”

This prophetic warning, so uncannily descriptive of our nation’s
current peril, was wrltéen nearly @ hundred years agoc by the American
economist and social philosopher, Henry George. George was not content,
however, merely to predict doom; he also undertock to show how it can be

i
averted, This course will be primarily devofed to the stﬁﬂy of his analysis
and proposals for constructive action. It is offered zs a public service
in the belief that although the time is late, an enlightened citizenry can

yet revérse the direction of our mnational 1ife, and save America from the

Eate of Rome,
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Born in 1839 in Philadeliphia, George went to sea at the age ol sixteen,
and later lesrned to sef gypee He triedAhis,hand 88 & proééector &t the
tail end of the éaliforni&rgaid fushs and reméﬁned in Californis for twentiy~
fwo years, working as & printer and eventually as s newspaper reﬁarter and
editor, During mest of this period his life was a consteni struggle agsinst
poverty, even though he managed to achieve a degree of local influence and
reputation, | . - |

As Geofge witnessed the swift rise of population and productivity on
thé West Coast, he péndefed the ironic-fact that concurrently with this
rapid growth most pegple.found_it ever more difficult to make a living,

He finally :e% himself‘the task of resélving this enigma, recognizipg that
it wagxﬁo wise unigue to California —- tHat California ﬁas a sort of micro-
cosm in which one could waéch at that time the telescoped unfolding of
.nniversal sqcial and economic processes. Like Adam Smith_and most 5ther
pioneers in the field, Ge&rge had no formsgl training in political economy,
but schooled himself thréugh‘independent reading and observation., . His

study bore fruit in PROGRESS AND POVERTY, a work which many feel has never

been equailed for sustained logical development and litersry power, Pub-
lighed in 1879, this book, the beét—sélling economic treatise of all time,'
wa&gs soon rec§énized as & claséic,;and made its suthor famous. The rest of
hig 1ife was-spent'in writing other b&oks, lecturing, and traveling to
disseminate his idees zbrosd. He was twice indﬁced to ruh for mayor of
Néw'York City. Many historisns believe that on the first occasion {in
which he outpolled Theodore Roosevelt, also a candidate for the mayoralty)
he sctually received a plurality of the votes cast but was "counted out” by
. the Tammgny machine,

Despite the obvious contemporary pertinence of George's terrifying

vision of how meodern civilization may decline, since it is generally
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‘acknowledged that we in the United States live today in an affluent society,

the question is sometimes raised as to whether his inquify'into poverty has

relevance to presenf’conditions in this country. True, we hear & great deal

ahout'paverty, and the federa;-govérnment‘haé embarked upon massive and
cdstiy progra@S'éo relieve it, Yet 1t does notzseém fo:bé a general feature
63 the economy as z whole, but rather somethingnwhich‘exists amoﬁgryeople
outside the msinstream -- the'culturally deprived who‘have ﬁo_marketable
skills; aged pensioners and others who must dgpend.upon fixed.incémes eroded
by inflation; victims of technoiogiCal unemployment;_and.inhabitants of
"poverty pockets,” i.e., geogréﬁﬁical.areas ﬁhich h#ve'lést their economic
base due to the exhaﬁstipn of matural resources, the drying'up of markefs
because of competition ffom new and better products, ete,

Even mllowing for theée ekceptions, employméﬁt‘is at an ali—time high,
and the demand is.gréat‘éven for uaskilléd labor; When, fo?'example, in
New York City, Jjobs for domestics at $125 = week, for messgengers at $95 a

week, for porters at $100 a week, and for file clerks at $96 a week are

going begging, it is easy to jump to the conclusgion that anyone who is

willing and able to work can make a decent living, Modern tranSporﬁatién
kas inéreased the mébility of labor so that few ableﬂbodied persons need
remain in those atyﬁical areas:where opporfunity is not available, Further~
more, unemploymeﬁt compensation, public housing, Medicare, ald to dependent
chiidren, and scores of other provisions which in Géorge's day existed
b;rely ér not at all, now cﬁshion thé impact of destitution so as to mzke
it often far less glaring and drastic thaﬁ was once the case,

Yet we do not need to dig very deep below the surface tc realize that,
in spite of ali-that hag just been ;agﬁ, poverty is still a2 problem and a

ma jor one, In the first pléée, mental and physical disabilities engendered



by poverty make it difficult and often impossibie for many people to take
advantage of %he.opportunities which ﬂow exist, Ignoraﬁce, lassitude,
improvidence, despair -~ these are‘frequenflylcultural patterns conditioned
by generations of material deprivation, and one cannot expect them to be
sbandoned overnight, Symptoms of poverty, they also sustain and reinforce
it.

.Secondly, and perhapg even wore important, our general prosperity may
be more apparent-than real, Money wages are high but nationwide the pur-
chaging power of the dollar is lower than it has ever been. Our high level
of employment is at least in part the result of monetary inflation and of
policies and institutions (child labor laws, compulséry retirement, the
draft, the "closed shop,” welfére, restrictions on immigration, etc.)
which keep a substantial segment of the potential labor force out of the
izbor market. The employment slack is taken up in large measﬁre by Jjobs
which are either directly or indirectly related to military needs. While

such jobs may be essential to defense, dependence upon military payrolls

is scarcely conducive 1o a gtrong economy.

The various forms of governme;t aid which provide minimal security
against extreme want are financed by onercus taxes which reduce the in-
centive to produce wealth, and by deficit spending which has creafed a
heavy and oppressive lien against the earnings of futurgrgenerations.
Many thoughtful persons question whether it is either economically séund

or morally just to mortgage the future in this way.



THE MARKET ECONOMY

Legson II
Ppa ix"'?

The Command Eccnomy snd the Market Economy

S8imply stated, political economy iz the study of how man earns
his living. Formally stated, it is the discipline which trests of
the production and distribution of wealth.

A distinction is made in economic theory between twé fundamegtal
types of economic order. In practice, the distinction is = relative
one, since nelther type 1ls snywhere found in an absclutely pure form.
The distinction is udeful, however, for purposes of asnalysis and
comparison.

In a commend (or planned) economy, economic decisions are made
by.some central political authority. This authority may be autocratie,
28 in the Soviet Union or Red China, or democratic, as in Grest

Britain or Sweden. Iu either cass, however, production and distri-

bution are controlled by government planning rather than by ﬁhs forces
of supply and demand.

In a market (or free) economy, decisions are made by individuals
as to what goods and services they want and are wiliing to pasy for.
These decisions are reflected in the process of exchange which, guided
by the interplay of supply and demand, determines what is producsed
and how 1t is distributed.

FProfessor Ludwig von Mises, the distingulshed Austrian scholsr,
contends that a command economy 1is not really a true economy at all,

since its decisions sare inevitably made according to criteria which
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community in texation would be simplyi@quivalant to an increase in the
powar of nst production. It would in éfject gdd to the productive power
of labor and capital just as do improvenments géﬁﬁechnology and inereasing
density of population. As tﬁe advantage in the éne case goes 1o the
cwners of land in increased rent, sc would the ad#antaga in the/ other.
Reduced taxes would ralse wages and interest in ths short run,fbut the
raise would soon be swallowed up in renﬁo |

0f course, tée foregoing 1s ne mora an argument against economy in
government than it is against material progress. The more complex and
sostly gs%e?nment beccmes, the more numerous lts functlons are, the mors
power it has and the more difficult it is for the citlzens o control it.
Any reduction of unnecessary governmeni functlions and expendlitures ls all
to the good, for it lessens the opportunity for corruption and the
sxercise of arbiirary power over the lives of individuale. But desirable
a8 it may be, it 1s no real énswer to the sconomlic ills which besst our

soclety.

2, Incrsased Bducation and Improved Habits of Industry and Thrify

Like economy in government, increased education and iImproved habits
of industry and thrift are certainly to be desired. Yet in the long rum,
under sxlisting soclal arrangementsgthey can do pothing In themselves to
snhance genéral living conditions. To see why this ls, we need only
remember that as soon as land has scquired any exchange value at all,
wages and intsrest are not determined by what labor and capital produce
but by what is left to them after rent is paid. If the exceptional man
does have g better sducation, or works longer or more efficlently or is
Hnore aaving than his fellows, he may indeed improve his position. But if
the average man were to better his education or increase his exertlions or

reduse his expenditures until thess equaled those of the exceptional man,

4
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this 1ncreasé§ education or exertion or frugallty would thsn become the
a&erage and would be demanded of all.:nThe return then received for
these helghtened qualifications would not be that previously gained

by the exceptional man, but father ne more than the average man pheminudly
géinedivibbout them, Only a few gensrations ago, the men who could read
and write was an exception, and because of this he could commend higher
than average wages; but téday, when practically evéryone in the United
8tates can read and write, this ability brings no premium. However, ithe
lack of it now brings a penalty. If the Job Corps were to succeed .in
giving everyone in the nation a marketeble skill, the effect would only
be to decreasse wages. What has just been said is equally'true of thrift.
A8 long as 1t is uncommon, thrift benefits the individual who practices
it, by allowing him t0 save. When it becomes the norm, as leng as men
must compete for Jobs, it simply drives wages down to what a tbﬁifty man
is able to live on. The Germans hafe long been noted for their indusiry,
tprift and high genersl level of training. But these qualities did not

save them from the sconomic distress which lsd to the rise of Hitler.

Zs—Labor-Unlons

The growth of unionism in various industries has unguestionably led
to wage Increases. The effect of this, however, has been in many cases
to reduce the number of jobs. Unless the total sum of wealth produced is
inereased without the increase being preempted by rent, a rigse in wages
can only benefit some workers at the expenss of others, or be prassed on to
the consumer in the form of higher prices. When the lattser occurs, since
all laborers are also consumers, any added buylng power they recleve from
wage increases 1s negated as soon =s such increases become gensral, for
wilth the genersl rise in commodity pricss their ﬁaga advance turns into a

mers paper one. If wages are again raised to “"kesp up with the cost of
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living," ~pplees

binymontt.e We are all fgmfiiar with thés spiral.

Aside from the ability to influence legislation, the only way in
which unions can achieve their demands is through striking or threatening
to strike. 4&ny work stoppage involves not only & waste of capitsl but
also a reduction in the product out of which wages must be ﬁaida Even
if & wage lnerease 1ls achleved through a strike, it may never compensate
for the loss of income suffered by the workérg while they are off the job,
particularly since,if union demands are met in many industries,the
purchasing power of the incregse will be offset by a general advance in |
prices.

Furthermore, a sitrike is by definition a conspiracy in resiraint of
trade, for it is bound ¢o be broken if it fails to stop or slow production.
Anti-trust'legiklation prohibits business from engeging in conspiraey in
restraint of trade, but labor was specifically exempted from ithis
prohibition by the Wagner Act. The question might well be ralsed as to
whether or not such exemption violates the principle of squality Before

the law.

Cooperatives
There are those who bslieve that wealth would be more equitably -

distributed if middlemen were done away with, both in manufaciuring and

in exchange. They hold that if people will come together in organizations
which produce goods or offer services for their members' use instead of
for a profit, a higher standard of living will result. Producers'’
cooperativés seek to do this within a limited framework, inasmuch as
their members, as members, are consumers only of wealth and pgervices used
in production. Consumers®’ cooperatives extend the idsa further, sinece
they are intended to supply wealth and services for their members'

ultimate use rather than for & usse which envisages further exchange meant
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%0 yield & profit. Both forms have as their objsctive the sbolition of
unnacessary costa. |

¥When middlemen are eliminated, ithe work of transportation and
marketing must be handled by the cooperatives themselves. Since this
is to abandon the;principle of dlivisiocn of labor, it may very well not
reduce actual costs &t 211 in many cases. Any apparent saving would
have to be balanced by the extra time snd effort necsssitated by lack
of specializatign, However, it is not %o be dsnied that in some
lnstances, especially in Scendinavia, cooperatives have contributed
substantially to the well-being of their members. Yet if cooﬁeration
hecame %the rule rather than the exception, any advantage it might give
in reducing costs would Se lcat, for the sams reason that industry,
‘econcmy and education cease tc glve an advantage when they become ggnerale

"Prafit," it must be remembered, is only a b@okeepinéﬂterm; aven if
wealth is produced for use inastead of for profit, 1t must s%ill be

divided beiween the factors of production in some mannsr. Whers the land

has-been-donated or-leased on favorable terms to & cooperative; this will-
mean reduced production ecsts'the benefit of which will go to the members
&8 léwer prices. Otherwise, angvsaving actually schieved by a cooperstive
ig likely io be absorbed in incrsassd rent.

Ss__Governmental Direction and Interference

The manifold forms of governmental direction and interference by
which 1t 1s proposed to mitigate or extirpate poverty have one thing in
commen: they restirict the freedom of the individual,frWhile this might
not be enough 1o condemn them in itself, it is evidegt that whatever
savors of regulation and restriction should not be resorted to if any
other means exist by which the same end can be accomplished. 4 graduated

tax on incomes, for example, is one means of reducing or preventing
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immenss concentrations of wealth. But this means (quite apart from the
fact that it makes nc distinction betwesn wealth which is earned and
wealth which is the result of privilege) is undssirsble because it
involves an army of officials clothed with inquisitorial powers. The
temptation %o bribary and parjury and other methods of evasion begst a
demoralization of opinion, and put a premium upon unserupulcushess and
a panglty tpon conselence. And finally, just in proportion as the tax
accomplishes its effect, it destroys the incentiveito produce wealtih,
which 18 one of the strong forces of industrial progress

The restriction of im#orts, whether through gquotas or protective
tériffs, 1s another mode of interference which scme imagine makes for
hlgh wages and & good living standard. In reallity, these policles only
keep prices artificially high without eny corresponding effect on wages;
in fact, they tend to lower waeges by decreasing the amount of goods the
wages willl buy. They cannot raise the general level of wages or intersst
because by hampering spscialization snd the division of labor among

nations, they lessen the amount of weslth to be dlstributed. Fres trade

ls simply the free market on an international scale: it consists of
letting people buy and sell as they wish to buy and sell. Tariffs and
quotas are as truly applicaiions of raw forece as are blockading sguadrona,
and their ohject is the same -~ to prevent irade. “"The only difference
between the two is that blockading squadrons are a means whereby nations
geek toﬂprsvenf their enemies from trading; protective tariffs are a
means whereby nations attempt to prsvent their own people from itrading.
What protection teaches us, i1s to do to curselves in time of peace what
enemies seek to de to us in time of war.” (Henry George, FProtection or

Free Trede? [Hew:¥ér¥s:Bhbert Schalkenbach Foundation, n.d.}, p. 47.)
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The most thoroughgoing feém of governmenisl direction and inter-
ference is, of courss, Socialism =~ public ownsrship of the msans of
rroduction and exchange. Even if Socialism worked from an sconomic
standpoint, 1t might 8tlll be a poor bargain because of the price which
it exacts in humen fresdonm. Eﬁt as & matter of fact, a8 wse pointéd cud
in our discussion of the eccmmand economy, a purely zocialized socisty
would be an econcmic nightmare because i% would bave no ra@iénal criteria
for economic ecalculation. Only a competeiive market can establish zsnsible
and Just prioriiles Beibetwsen conflicting wants and nseds. Witﬁeut gueh
& market, there iz no alternstive to the excessive production of goods
for which demand-is meager, and the inadequete production of goods whieh
people want. The objections to Socialism apply also to meesures sush as
wage and price controls, whereby government attempts to regulate thes
exchange of wealth while leaving ownership in private hands. Since thay
partake of the essence of Socialism, they also exhibii its evilég for it
ia not oénership 80 much &8 control which determines the fundamental

charscter of an sconomic system.

In the United States, as well as in many other nationsy $ha most
faahionable.ﬁypa of governmental direction end interference has for 8ome
time been the approach advocated by John Maynard Keynes and his disciples.
Lord Keynss believed that the czuiza of business glumps and unsmﬁiaymenﬁ is
too little Ainvestmsent. George would say that this is indesd the proxinate
ceuse but not the basic ome -~ that Keynes' diagnosis is 1like assigning
"heart failure“ a4z the cause of death. He would say that the reason for
too little investment is that investment is discouragsd by the speculativs
advance of rent. Ksynes' remedy was to increass invesiment b government
epending, which has & "multipliser® effect in generating spending from

private sources. Ascording %o Keynea, there would be no point in
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incressing government spending by raising tazes in the same amount, for
this would mean & proportionate spending decrease in the private sector.
The spending must come rather from an incrsase in the currency su?ply e
i.8., monetary inflation. This is mainly accomplished in various
indirect ways, but in seffect it 1s as if the government gets‘thé extra
money by simply printing it. Eeynes alac srgued that if spend;ng iz to
be increased when thefe is danga% of ﬁnemployment, then it mus£ be cut
back when there is not. The business of doing all this 1s called
"mansging the economy."”

It cannot be denied that ﬁhe Keyneslsn approach "works" after &
fashion. It is a major reason why we have had no 1ndustrial deéresaions

for aimost fon&yﬁyéars. ‘A continual decline in the value of monsy mesans

"that those who have contractedito recslive fixed rente get a decline in

real income. During an inflationary period, prices and profiis in iterms
of money rise year by ysar but contractual rents remsin the same. Thus
monetary infletion can reduce the excessive overhead of land, often a

speculative one, to manageable proportions. Further, the effect of

steadily rising prices is to encourage consumers &s well as manufacturers
to buy ahead so as to get goods cheaper. This sparks economic activity
which would, of courss, eventuslly peter out were it not for subsequent
and repeated doses of the same medieine. Unfortunately, inflation

reduces not only the value of fixed rents but also that of such otﬁéb

% sources of fixed income as pensions and inaurance pelicles. In ad&ition

%40 this, it tends to price ocur goods out of the world market, causing a
decline in.exports and an adverse balance of payments.

Treatment of effects rather than of basie¢ causee can be superficlally
and temporarily successful. Most druge work in this fashion; the only

trouble is that the moment they are stédpped the sympioms appear again.
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Monetary infiation is & drug which has unpieasant side effecte. Whilse
alleviating one economic ailment, it trigéers others. Thue it has often
besn found necessary to wilthdraw the drug for awhile. But when this is
done, sympiome of the underlying dlseazse again crop out. Even the most
expert practitionsers are seldom sgreed as to exactly when the inflation
drug should be administered and when withdrawn; neither are they agreed
as %o the dosage. The patisnt's condiition is so complex and his
environment contains éo many imponderables that no economic doctor can
prescribe with adequats knowledge of the consequences. Yet if the
patient is not to suffer serious side effects, this drug must be admin-
istered with ths most delicate timing and in the most prescise emounts.
Thus the results of this “cure® are frgquently as béd as the disease.
Even where this is not so, they obscurs the underlying malady and thereby

divert sttention from the real remedy.

6. More General Distribuiion of Land
| Erom what bhas already been said, it must be clear that thererls a

atrong connsction between soclal distress and the tenure of land. Today

;undardeveIOpad nations. By this is usually meant some scheme for
dividing land up on a more equal basis, and restricting the amount which
any one individual may hold. Few industrialized nations have done this
Yo sany significent degree, Japan being the most notable exception. Ths
connection between scocial distress and the land question 1s mors palpable
and.eaaier'to recognize in an agricultural than in an industrial soclsety,
although in an 1ndustrial society it may be, although hidden, even mors
significant. o |

To equalize the distribution of land may spread the fruits of

production somewhat more evenly, snd make for political stability by
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providing & broader segment of the public with a stake in the social
order. This 1% has manifesily done in Japan, Formosa, and elsewhere.
But whlle it may make the comfortable classes larger, there is no way
in which 1ts advantages can extend to the whole population. The
difference in grades of land mskes perfect equalization impossible, and
even if thie were not the case, population inerease would reguire
additional subdivision with each generation. Limitations on the size of
holdings do not reduce rent; they simply augment the number of landholders.
Rent stiil inéreases, and st1ll steadily lessons the proportion of the
produce golng to labor and capital. The only difference is that gome
tenants of the first landlords, who become landlords in their turn,
profit by the increase. 7 |

The modern trend is toward production on & large aeéle, beth in
manufacturing and in asgriculture., Smell farms ars being combined into
larger ones, which reduces the cost of preduction. Therefbré any measurasg
which mersly permit or facllitate the greater subdivision‘of land would,

in the long run, be inoperative, while measures compelling smaller

holdings woul@ reduce efficliency and cut down prmduction,'lessening the
aggragate asmount of wealth. DProduction on a large scalse 1sla natural and
ﬁholaaome sconomic developﬁént. Any sound land reform must go along with
this naturgl trend, and not against 1t.

T-__Fublic Appropriation of Economic Rent

Tﬁé only remedy for an evil is to remove its causs. We have
examined the moét popular remedies intended to achisve a more just
distribgtion of wealtﬁ, and found all of them éither futiie or cherac-
terized byn%égeeffects as undesirable as the condition they are meant
to cure. K& of them really go to the heart of the problem; they deal

with symptoms only.
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Henry George pinpointed the mald justment whieh, more fundementally
than any other cauée, gives rise to the manifold ille which plague ocur
economic life. He located it in the private appropriation of ground
rent, whiéh, by fostsring 1and.apeeu1ation; and by glving an ever-
inereasing share of the wealth to a non-~producing element within society,
drastically curtails the return to those by whose Isbor and productive
eglf-denial &ll wealth is crsated. |

Having put his finger on the cause, George proposed to remedy it by
making land common property through the publie apprbpriation of rent.
| He advocated that as rent is appropriaxad through taxation, 8ll other
taxes be proportionately reduced or abolished,_ Thersfore his philosophy
is sometimes called the "Single Tax," although, strictly espeesking, this
term doss not accurately deseribe 1t for resscns which will become
apperent later. His assertion, "We must make land common property,"
requirss explanation, for superficially it sesms to suggest something in

the nature of collectivism. That it really signifies nothing of the

sort uillwbaggmawglﬂinwinwsuhaaquant%lasaonawwwﬂuxﬁ&aewiteaeww%amaayw%ha%wwm
by "common property” George &1d4 not mean government property. He was far
~ from advocating the abolition of individual land tenure, cr the estab-
lishment of any kind of communistic esubjugation by the state. Gaorgelwas,
in fect, an uncompromising eritic of Karl Marx, who, in turn, attacked
him, ealling his proposal "Capitaliem's last diteh.™

There are essentially three kinds of property: private, government,
end common. FPrivate property is that which an individual {or group of
individuals) has the exclusive right to bossess, enjoy, and dispose of
as he {(or they) may choose. Government (or public) property is that
which belongs to the stete and is subject to the direct contrel of the
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political authorit§e: Common property 1s that which 2ll men have an aqual
right to use and to snjoy. 1% 15 thus seen that common property is ﬁot
government property. Common property in the oceen is generally recog-
nized; the ocean does not belong to any government. (Within territorial
1imits, ownership in the ocean is vested in the nation but not necessarily
in the government.) &nd common property ls different from private
propsriy. Common property permits of private use and possession, bub only
on condlition that such use and poessession confers no monopolistic
advantage ~- that it not be exercised in violation of the equal right of
others to use and Lo possssas.

The institution of private ownership of land hes two distinct
festures: First, it gives undisturbed possession of the land, and sescurity
in the snjoyment of one's products and improvements. Second, it permits
the privats appropriation of the value ("unearned increment™) which
accrues to land by reason of “he presence and aciivity of scciety. It
is only this second feature of landownership with which George proposad to

do away.

By its very nature, land is common property, and there still remain
in most Western legal systems survivals of the primitive recognition of
. this faet. BSoclety fixes the conditions under whieh land may be held.
The prineiple of eminent domain asserts the éupariop m;aim of socisty te
lend. The constitution of the Btate of New York, foriinstance, declares:
"The people of the State, in their right of sovereignty, possess the
original and ultimate property in and %o all lends within the Jurisdiction
of the State.” (Sec. 1, Par. 10.) English and American law generelly
racogn%ze gbaolute ownership of goods but not of land. The very
distinétion made in legal terminology beiween real and personal property

is but the vestiglal remnant of an ancient distinction between what was
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eriginally looked upon 2s common property and what was elways eohsiderad
the peculiar property of the individual. _

Private ownership of lang ig not essentisl to security of tenure.
Without security of tenure, the user of lang could not be csertain of
getting the benefits of the improvements he made or of the Qealth he
produced therson; therefore he would not attempt to put 1t to ite best
usé 1f doing ze required the expenditure of much ¢apltal or effort on his
part. But, giveng security of %enure, ths men who wishes to use land
(not speculate in it) does not need to own it in the sense that he owns
the improvements made on it or ths wealth produced from it. Today many
~of our largest bulldings, including Rockefelier Center, the Chrysler
Bullding, and the Waldore Astoria Hotel, are bullt on leased land.

To effsctuate common property in land, George proposed that indi-
viduals retain title to land, and be assured of fixity of tenure ang
undisturbed Possgsgion as long as they pay its rent to the communiﬁy.
For since the rent of land measures exactly the value of the advantage

¥hich exclusive possession of a glte gives landholders over the othep—

members of the community, it éxXpresses the exact amount which they ahould

P&y to ths community to satisfy the equal rights of all.
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THE RIGRTFUL BASIs oF FRIVATE FROFERTY

Lesson VII
Pp. 145-168

constitutes the moral justifieation for private ownership. Ag this ia
done, 1t will bsoome evident that g distinetion must be made betwsen
génuine and spurious rights to property. One often hears it sald thet
"human rights are mopre important than property rightg, " Actually, of
Course, nobody has gvep maintainegd thet properiy, as such, has‘rights.
When'property rights apre 8poken of, wvhat is_raferred t0 18 one of the
most fundemental human rights «- the right of human beings to own
property.

It is Important at this Juncture o be sure ye understand the

dlfference betwean charity ana Justice, Hhexewinwthﬁ“ﬁame of love op

cwnership of the Tood, which, ir morally ostablished in the beginning,

cannot be altered by anothep man‘'s need. Thus the plea, “My need wag

greater thén his,® although in exireme cireumstances sometimes viewed ag
pointing 4o g mitigating circumstance, has nevep been generally accepted
as g Justification for thert, The fact that peopile better situateq may
heve a mora] obligation ton glve, does not @stablish any right to receive
on the pﬁrt of the needy.} It is upon the asgertion of such g Pretendeg

Rightsg Organization? &re based. Ig People are in neeg of welfaprg because
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they have been deprived of legitimate rights, it is thess that they
8hould be claiming rethep than demanding welfars ag a right. Charity

dependa upon justice, Apsrt from Justice thers can pe no true eharity;

himsslf. fhe alternative to this broposition ig the moral fcceptance of

8uch g profound influenge upon our Founding Fathers, enunciateg this

Soneept in the following words: Hppe labor of his body and the work of

hig handg Weé may say are properly his, Wh&tgoexerm%hen?whe removes out

labor with, and Joined 4o 1t something that is his own, and,thereby makes
it nis property." (0f civiy Government, chap. 5.) Such prdparty he hag
=24Vl Government

& right to usa, io enjoy, to destroy, to Sichangs, to give opr o bequeath,

for it ig the product of his own 8Xertion.

Arguments for Private Progertz in Lang

Upcn the right of g Ban to the products of his labor {op to theipr

equivalent by exchange), 1% is evident that no right 4o propsrity in lang
cen be 8stablisheqg upon this foundation. For land i8 not the fruit or

men's labor but g "free girt of Kature" °F, &8 many of us woulg profess,
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of God. Locke concedsd that such & right may be justly recognized “aa
long es there is enough, and as good, to spars, " but translated into
éconemic terms this means as iong as ownership gives no advantage whieh
has market value —- i.e., as long &s rent has not y8% arisen. Clearly
then, if private rights to land exist, thsir warrant must be found
elsewhers. let us @xamine in turn the main ideas set forth in support
of private ownership of land.

1. FPriority of Occupation: Were there &lways an abundance of land

of equal guality available to everyone just for the taking, ownership
grounded on priority of occupation would not disturb the principle of
equal rights. When, however, those whe must live by lend find eon coming
into the world that all the good land has already been claeimed without
their having had an equal oppertunity to perticépate in the allocation,
it 1s a different matter. By equal rights among men we cannct mean equal
rights for just one generation. If all existing men were to grant away
their equal rights, they could not grant away the rights of those who

follow them. “Just as the passenger in a railroad car may spread his

@Y @8 many seats as he pleasges, until sther passengers come in,
80 may a settler take and use ag much»land &3 he chogses, until i1t 18
needed by others ~- a faect which is shown by land acquiring a value --
when his right must be curtailed by tpe equal rights of the others, and
no priority of appropriation can give\a right that will bar these egual
rights of others." (Progress and Poverty, p. 345, )ELnMnﬁdgmﬂ

Conquest: To seek to Justify 1ndividua1 rights to| 1and on the

basis of conquest is to accept the principle that might makes right. One
iz reminded of the story of the Irishman whc, found trespassing and being
ordered off the land by its owner, asked, "How dig you get this land that

you elaim to be yours?" Tha landowner replied, "My forefathers fought for
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it, and that @stablished my family's right to 1t." ”Very well, then,"
said the trespassser, removing his cost, "I'11 fight you for 1t for my
family.® '

3, inheritance, :Purchase and Gift: The moral and legal rulss of

orr socliety both recognize that a buyer or bensficiary can acquire no
better title to anything than the seller or donor himself originally had.
The person who in goed falth with his own hard-earned money buys stolen
property must, if the property is shown to be stolen, return it %o the
Proper owner, whese right to it over-rides that of any other individual.
The valldity of any title to anything gifted, purchased or inheriteq must
therefore depend upen the validity of the original title. With goods
thia is usually easy to establish; with land, impossible unless we accept
one or more of the oither eriteria which we ars in process of conaldering.
As a mattepr of fact, if Praced baeck far enough, virtually sll lgnd titles
may be sesn to have originated in fraud or force. {Cf. Alfred/Chandler,

Land Title Origing [New York: Robert Schalkenbach Foundation, 1945].)

4. _The Making of Improvements to_and Upon Land: fhe making of

improvéments gives an undenisble right to the improvements themselves,
but it cannot glve a right to the land because the land is not g prodﬁct
of human lsbor. 411 wealth perishes eventually, returning to the earth _
from whence it came. Thus when & men "mixes his labor with nature® o
produce en objeet, his cwnership of ths object does not constitute g
permanent monopoly of i4s material components, nor doss his Beparation of
raw materials from their natural storehouse prevent others from doing the
sams. JSuch is not the cass with the ownership of land.

Some lmprovements in time becoms indistinguishable from the land

itself. When sueh loprovements ag grading, draining or £illing date
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back many yéars,.it may not be possible to make an accurate separatibn;
however, in such cases it would not be necessary. The lapse of time
would justify our conslidering these improvements as the work of naturs,
and this could hardly involve injustice to anyone since the investiment
they represent would presumably have been long since recovered. It would
involve injustice, hovwever, 1f such improvemente were regarded as
establishing a c¢laim to perpetuel ownership of the land.

Parsenthetically, it might be pointed out that a musigal or literary
composition 1s the purest kind of labor product, requiring for its
exlstence only the most negligible materlal embodiment. Yet our copyright
1&ws recognize end protect the private cwnerahlip of such a composition
only for a limited period of time, after which it passes into the publie
ﬁomain; Lend, in contrast, which no man created but which God made for

the use of all, may be legally monepolized in perpetulty’

2. Custom and Habit (Prescription): If custom and habit had always
been accepted as a justification for not disturblng legal rights, we
should still have slavery. Az Herbert Spencer put it, he who uses the

argument from custom must "find satisfactory answers to such questions as,
How long does it take for what was originally/ggggg to grow into & plght?
At what rate per annum do invalid claims become valild? 1If a title gets
verfect in a thousand years, how much more than perfect will it be in |
two thousand years? -- and so forth. For the solution of which they wfil

requlfe & new calculus." (Social Statics; 1st edition INew York: Robert

Schalkenbach Foundation, 1954}9 pe 105.)

With respect to propertiy in land, this argumantlisréspecially
lnapplicable. For if = man or a people are robbsd of noRéy or goods, ihe
effects of the deed are eventually obliterated by time. But to teake from
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people access tc the land on whieh they muat live is 2 centinucus

robbery, a fresh robbary of every succeeding generation; it is like the

robbery which condemns to slavery the children of the slave. To apply

to it the-statute of limitations, to ecknowledge for it the title of

rrescription, is not mersely t¢ condone the past; 1t iz 1o legalize

robbery in the present and %o Justify 1t in the futura. When we speak

of robbsry in this connection, we are not, of coursa, Impugning the

character of any individusl op elass, but ere referring to the system only.
It is on the basis of the argument from custom that somse social

thaeris%svm&km&a&ﬁ that 1f rent wers publicly appropriatsd 1andewnera

should be eompansaﬁed for its loss. Thig ia illogical. The prezent

iandowners are not %o blame for the establishment of the system but

neither is the public. To tompensate the landowners for the full value

of their ‘privilege would servs no purpoese, for it would only substitute

for privately collected rent a ataggering publie debt equivalent to the

rsqt capltalized plus commercial intersst. According to existing law, if

& title'déed is in dispute, the one who ¢an show the better title is given

possessionuwuihaulawmalLewawaeweﬁmpensatfan“td“fﬁé loser, no mattar how

innocently he may have acquired the disputed land. He losés not enly what
he paid, but also any improvements he may have made, and he mey even be
forced to yield up whatever profit he derived from the land during the time
he had it. If we applied the common law in the case of The People versus
‘%he Landowners, not only would no compensation be paid but the landowners
would bes held aceountable for all the rent they had collected in the pastd
| Nothing so extreme, of course, is contemplatedo In fact, 1% is |
usually proposed that the shift be implemented in very gradual stages, %o
avold the likelihoed of ényone suffering unduly. If cases of extreme
herdship were st1ll to arise as & result of the shift, very limited
compensation might be considered as a matter ©of charitable sxpedlency

rather than of right.
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6. Shrewdness and Initistive: It ls sometimes argued that if a

"perascn has had the foresight to acquire lang which has becoms valuable,
its rent is %hs just reward of his Initiative, for anyone else with the
same shrewdness and 1ndustry tould have done the same. Even if this
argunsnt wers valid, 1t eould, of course; only apply to members of ths
same generation, for assuming all potentially desirable land to be

- appropriated, the same opportunity is obviously not available to those
bbrﬁ later, regardlsss of how:shrewd and enterprising they may be. But
qubte apart from this, shrewdness and initiative cannot establish a right
to monepaliza something which properly belongs to everyonse. Suppose some

brainy fellow invented and constructed a machine capable of sxtracting

~the oxygen from %the atmosphers, andrthan demanded that all others pay a

tribute %o him on penalty of having their cxygen withdrawn. Would anyone
propoes to Justify his right to do this on the pround that he was simply

clever enocugh to make use of an opporiunity which had besn available all
along to everybody?

History of froerty inLena -

We have in more than one instance suggaated an analogy betwsen
property in land and properiy in men, on the basis that the ownerahip'of
neither land nor men can be senctioned by ethies or by reason. If we g0
one step further, we shall sss that the cases are not merely analogous
but ultimately amcunt to one and the same thing. For the ownership of
land will slways leed to the ownershlp of men, to a degree measured by
the necessity (real or artificial} for use of land. This is but =
different way of stating the law of rent.

Place one hundred men on an island from which there is ne escaps,
and whether you make cne.of these men the absolute owner of the other
ninsty-nine, or the absolute cwner of the island, will make no difference
either %o him or to them. In the one case, s in the other, he will be

their absolute master -- his power extending sven to life amd death, For
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| simply %0 refuse them permission %o live upon the island would be to
force them intc the sea.

As a matter of fact, the institution of absoluts private property
in land 1s, in Western soclety, a legacy from the Roman EBmpire, where it
weni hand in hand with slavery. Both began on a large scale with military
eonquests, when the conguerers divided the conqusred territory among
themselves end made slaves of the dispossesssd. The Roman Empire fell
victim to the devastating effects of land monopoly after its publiec
domain had been carved into large estates, and the small propristors
gfadually ¢rowded out. Circumstances eventually became such that only a
+iny fraction of the populatlon had any incentive to defend the borders
of the empire against the Teutonie tribes which pressed upen them from
the north. '

These tribes, like virtuelly all primitive peoples, did not recognize
private property in land. All ihe members of each tribe had equal rights

to the use and enjoyment of the tribal territory. Pasture and forest

lands were retained for use in common, and equality as to sgricultursl —— — —

land was secured by periodical re-division. This system fostered the
vigorous and independent splrit which enabled the Teutonic peoples to
break through the frontiers and engulf the empire. {(The American Indian
approach to landed property was, by and large, similar. When the Duteh
West India Company purchased Manhattan Island for the equivalent| of §24,
the Indians thought they were merely selling equal rights to the commoﬁ
use of the island, for the idsa of absolute private ownership 3f land was
unknown to them. )

The feudal system, whieh arose upon the ruins of ths emplrs, was a
blending of the Teutonie idea of common rilghts in the soil with ths Roman.

idea of exclusive préperty; The sovereign, theoretically the represen%ative é
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of the whole eomfunity, held all the land as & irustee for the public.

For thls rsason, landed property came to be known as "real estate,” i.e.,
regal or royal satate. Practically all the costs of government were mst

by the medieval equivalent of & heavy tax on land. The crown lands
supported the expenditures of the royal ecourt. The chureh lands defrayed
the cost of publie worship, instruction, and the care of ths siek and
destlitute. The milltary tenures provided for the public defense. Although
land was granted to Individusl possession, this possession entalled
obligations by which ths holdsr was supposed to render back to the
commonwealth an equlivalent for the benefits which he recelved from the
délegation to him of the common right. His tenure was conditional upon
the discharge of these obligations, and subject to review as a matter of
course upen his death. His peasants held their plots and cottages as
hereditary tenanciss, and could not be evictad from them as long as they
paid fixed renis, usually in labor or in kind. Furthermore, a considerable
proportion of the arsa of most Europsan ¢ountries was retained as commons,

where anyone might hunt, fish, gather firewood, pick nuts and berries, or

graze cattle or livestock.

With the waning of the Middle Ages, the feudal system bagan %o
disintegrate. Little by little, guite illegally, the commons came to be
annexed to the private estates of the arlstocrats and gentry, and the
peasanﬁs foreibly evicted from their hereditary tenancies. (The story
of Roﬁin Hood 6annpt be understood except against the background of this
process, known to history as fhe “Enclosure Movement." When Robin Hood
"robbed the rich to give to the poor," he was not violating the authentic
rights of property, but Bnly in effect returning property which had beeﬁ
seized from its rightful owners.) This development went on for several

centuries., In England, it éulminated under the reign of Charles II, when
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Parliaﬁent, composed ékelusively of ami‘siseted solely by landowners,
ratified the enclosures, and made landownership ebsclute instead of
conditionel upen the exercise of aqtieae Thus was revived the sysiem
which had eaten out the heart of Rome. Az a result, matiliweli into ths
e

fresent century muehk of the site of London wes owned by & single %zé
vidual -- the Duke of Westminster. With the coloniza%ion of the HNew
World, this sysiem was 1lmported to America, but 1%s influence @Bhere was
minimized by the prsesencs of vast free territories in the West. However,
Franklin, Paine, Jefferson, Lincoln and othera considered it fundamentally
unjust, and fecognized that in %&me it would creaie enormous social
problemse. for the Republic.

Rent gs 8 Social Product

S¢ far, we have been attempting to show the inequity of absoliute
privats ownership of land, an 1nequity which George proposed be rectified
not by the abolition of individual lend titles but by the public appro-
priation of rent. We shall now address ocurselves to the subject of

rent per se, and show that there is etill a further reeson why its full

collection by the community would be morally correct.

The rent of land (ineluding the market value of airspece, airwaves,
mineral deposits, and all other natural phenomenal is a peculiarly soccial
product which the owner, as such, does nothing whatever to creats. This
1s apparent from the faet thet a vacant lot, innocent of the least
improvemsent, may be worth a foritune simply becauss of the presence and
activity of the community around it, whereas, conversely, the most
intensively improved site in the middle of an uninhabited dessrt will be
worthless bescause there is no community around it to give it velus. The

ground beneath "Scotty's Castle” in Death Valley is & case in point.
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Rent arises on & site, not because of anything the individual owner does
to 1t, bul becauss of the sggregate improvements in the neighborhood,
the existence of roads, schools, police and fire protection and other
public services, and the mere proximity of population.

There are those who claim that all commodities are socisl produsts,
8incs nothing is produced for sale unlesgs there is some demand for it
on the part of soclety. But this is to ignore the fact that in a free
market the value of commodities is govserned by the relation between
demand and an elastic supply. In the case of land, the supply ig fixed
by nature, not produced'by labor 1n response to the demand. Of the two,
demand 1s thus the only active factor which gives rise to rent. (Owners
can, of course, artificially contract the supply of land by refusing to
weliser leass their holdings at the current value, and thues increass iis
selling price. But this is a monopolistie phenomenon, not a featurs of
the free market.) ’

Rent is not the only form of unearned increment. The value of

stocks, antiques and works of art may rise guite independently of their

“%MM“ﬂﬁﬁﬁW@#“ﬁffor%“ar“iaek*cf“efoPt?““YEt“@V@ﬁ“ff“ﬁﬁ?ﬁﬁ"windralls‘have not
been esrned by their owners, no one else hae any:betqér claim to them.
They are not reaped at the publiec expense. Such maaﬁfeﬁtlg eaﬁno&fbaﬁaaid-
of rent. ;

Winston Churchill once put it this way in a apeech befé$e the House
of Commons: "The greater the population arcund the land, thé greater the
injury the public has sustained by its protracted denial, the more incon-
venlence céused to everybody, the more serious the loss in sconcmie
strength and actlivity, the larger will be the profii of ths landlord when
the sale iz finally aceompl;she&. In fect, you may say that the unearnsd

increment on the land is reepsd by %he land monopelist im sexact proportion,



63

not to the seprvies, but to the disservice done. . . » The greater the
injury to society ihe gfsater the rawaﬁd to the monopolist.”

- If socisty leaves in private hands thet which socciety has produced,
1% must turn elsewhere for itas revenue. This elsewhere can only be the
‘wealth producsed by private effort and initiative. To take this wealth
for public purposes when a publicly-crsated source of revenue is left
untouched, 1s an obvious denial of the trus rights of private ownership.

“The right of ownership that springs from labor excludes the

possibllity of any other right of‘pwnershipo If a man be rightfully
enﬁitled %o the produce of his labor, then no one can be rightfully
~entitled tg the ownership of anything which is not the produce of his
laber or the labor of someone else from whom the right has passed to him.
'« o ‘The right to the produce of labor cannot be enjoyed without the
right to the frge usé of the cpportunities afforded by nature, and to
admit the right of property in these is to deny the right of properiy in
the produce of labor. When non-producers can ¢laim as rent & pertion of

the wealth created by producers, the right of the producsrs to ths ?ruits
Lunabridge

.of their labor 1s to that extent denied.” | [Progresa and Povert s Do 336, J/
-Landowners as individuals should not be eondemmed for profiting from

the exlisting system. Ho one can be blamed for preferring to be a

beneficiary rather than a victim of the syastem under which he lives.

But perhaps we sheuld all be condemned if we fail to work for the

realization of a system under which there are no vietims!
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& NEW DIMENSION IN TAXATION

Laesson VIII
B:po 132“’1%

In the United States the necessity for tax reform is coming to be
recognized as never before. Congress is inereasingly reluctant to vote
new taxes or even to extend present ones unless thay are tied to a major
revision of the oversall tax structurs. Ominous voices ars beard_warning
of & "taxpayers' revolt” if sweeping changes are not made without delay.
There ééems, however, to be no widespread agreembnt a8 to the dirdetion
which the reform should take, and most of the changes proposed would
merely serve to plug loopholes and otherwise patch up the pressent
syetem, a:system dscried as "obsolete" bj Pregident John F. Kennedy in
his State of the Union Message of 1963. According toc the late chief
axecutive, it "exerts too heavy a drag on private purchasing power,

profites, and employment. . . . It discourages extra effort and risk.

It distorts the use of resources. It invites r rrent recessions, _ —

depresses the Federal revenues, and causes chronic budget deficita.™

Ihres Purposes of Taxation ' :

| Aithough the primary snd most obvious purpose of taxation is to
raigs ravenue for publié services, taxation can also be employed to
redistribute waalth and to implement government management of the economy.
& ateeply progressive income tax is & classic ¥esvelling device. A surtax
may have as its prime runctign the abatement of inflation -- removing
8xcess monsy from the economﬁEto decreass consumer demand. Some taxesg
are intended to fulfil el tha;e purposes; others, to fulfil one or two

of them. There is, howsver, nL easgurance that the effects of every tax
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will be céﬁfiﬁed to the apecific purposes for whieh it 1s intended, for
taxes frequently have sconomic and social consequences independent of
the wishes of those who Institute them. _

The best example ia perhaps the window tax, which in Eng%ﬁgé
resulted in the bricking up of windows. In France, a tax on‘}ireplaaes,
intended aa & levy upcn wealih, produced only ¢old homes, and s tax on
newspapers (fixed by the number of pages) produced hugs, unwisldy, one-
psge gazettes. The starmp tax and the tax on tea had resulis gquite other
than those coniemplated by the ministers of Gsorge III! In our own time,
taxes on improvements discourage building end renovation, and have even
beeﬁ responsible for the development of grotesque and insffislent fofms

of architecturs.

Typeg of Taxgg

There seems to be no 1limit to the tax variations and combinailons
which human ingenuity is capable of devising, yet there are réally only
two basic sources from which public levies can be drawn. One is the
reant of land, and the other is the earnings of labor and capital. Most

existing taxes in the United States are derimed from both these sources

indiseriminately, whether directly or indirectly, although assessment
practices are commonly suech that most property taxes fall less heavily
upon reént than upon the value of improvemenis.

Import duties once consiituted the chilefl source of faderal tax
revenus. BSince the passage of the Sixteenth Amendment, the mradwmeiad
income tax has supplanted all othsrs as by far the major source. It
falls upon personal income in one form and upon corporate income in
another. Inheritance, estate and gift taxes, as well as the capital
gains tax, represent variant applications of the 1ncome tax principle,

differing from it chiefly with respect t¢ timing.
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Although many states glso resort to income taxes, the sales tax is
the most widsly-ussd source of compulsory revenus on thiz level. In
addition to the geﬁera; sales tax, states usually levy special taxes on
specific commodities such ss cigarettes, liguor and gasolins. Loeal
governments {county, municipal, school district, ete.) have traditionally
depended mainly upon the gsneral pfopsrty tax. The above account
collectively for the bulk of tax income at the various levels. I% would
serve no purpose to enumerate the multitudinous lesser imposts whieh
might also be cited, many of them being only speclalized versions of the
more important taxes.

Four @writepia for Sound Taxation

Four csnons have long been generally accepted as constituting the
criterlia for a sound tax., Although these criteria have been honored more
in the breach than in the observance, few if any tax economiats dispute
their validlty. They sre as follows: 1. A tax should besr as lightly
&s possible upon production, so as not to deerease the general fund of
wealth. 2. It should be eagily and cheaply collected and sdministered,

and should rest cuﬁMWmudﬁm%w¢ﬁh&mﬂﬁwwmmgwm

pessaed on. 3. It should be ecertain, so as to give the least opportunity
for corruption or arbitrary behavior on ths part of officials, and ths
least temptation to law-breaking and evasion on the part of taxpayers.

4. I% should be falr; it should bear equally, so as to giyepnc citizen
an adventage nor put any at a disadvantage as compared with others. Lat
us sae how & tax on land values conforms to thess criteria &8 comparad
with other taxes.

1. 4 tax should besr as lighily as Possible upon production, so0 as
; 7

not %o &edreaae the general fund of wealth: All taxes must ultimately

come out of production, since there is no other source of wealth. But
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squal amounts of texstion may affect production differently, acgording
%6 the manner in which they are imposed. 4 man might carry & load of
& hundred pounds on his back and walk without difficulty, bui the same
load tied %o his foot would make it impossible fér him to take & atep.

Texation that lessens the reward of the producer necessarily lessens
the incentive to production. Thus taxation that diminishes the earnings
of the laborer or thes returns of ths capitalist tends to rendsr the one
léss industrious, and the other less disposed to save and invest. 4
tax on & commodity increeses its cost, and, by decreasing consumption,
tends to discourage its produetion; if the tax be high encugh, it will
tesse ¢ be produced at all. All taxes on labor or on labor products
tend to deter production, and thereby decrssse the aggragate amount of
wealth. This is true of incoms taxes, sales taxes, teriffs, genéral
pﬁopsrty taxes, and virtually all other taxes except the tax on land
valuss.,

Unlike taxes upon wages, commodities, exchange, capital or improva-
menis, taxes levied upon the unimproved valus of land do not bear upon

production. The value of Faw land does not express the reward ¢f —

production (as does the velue of erops, bulldings, ete.); 1t expresses

the exchangs value of monopoly. Hence the community can take all of it

without in the lesast lessening the incentive to improvement or the

production of wealth. All rent could be appPop?iatéd by the community

without reducing wages or interest one iota; without inereasing the

price of a single commodity, or making production in any way more difficult.
- Not only does & tax on land not act as a deterrent to production, but

i1t actually stimulates it. It does this by destroying speculative rent,

and thus making more land avallable to producers at lowerp cost. If land

were taxdd Lo anything near its rental velue, no one could affort to hold

land without using it: consequently, land now idle or underused would
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aither be used to optimum capaclty by its pressnt owners or made availablse
to those who would so use it. Speaking of the Caslifornia Irrigation
Diatrict Act%, which provides for & tax solely upen land values as revenus
source for California's irrigation districts, William F. Enowland, then
Républican leader 6% the United Statss Senats, said: HPhdg remarkable
law has done morse for the growith of the state than the'diseovary of gold.
It works as a tool instead of & weapon. It taxes peoplé into instead of

out of business.”

2: A tex should bhe easily and cheaply collected snd adminisiersed,
and should rest w;%h.those upon whom it dirsctly falls, instead of being

bassed on: With certain trivial exceptions, a tax upon land values is

the sheapest and easiest of all taxes to collect. For land cannct be
hidden or carried off, and its value can be readlly ascsrtained --
particularly so if modern scisntific methods of assessment are employed.
-8ince the machinery for assessing the land and collecting the tax is
already set up andfin operation, no neW'govarnmental ggency would be

requirad. The macﬁinery which now collects but a fractlion of the value,

officials now'engaged in collescting other taxes could bs dispsnsed with,
and could devote their efforts to waalth production, thereby enriching
instead of burdening the communiiy. This saving would reduce the difference
between whet taxation now costs the people and what it yields, but phe
aubati{utian of a tax on land values for other taxes would operate 1o
reduce this difference in another and even more important way-.

A tax on land valuss does not a&dd to priceé, and is thus paid directly
by the persons on whom it fallﬁ; whereas all taxes upon things of unfixed

quantity increase prices, and in the course of exchange are shifted from

seller to buyer, increasing as they g0. Thus the consumer, upon whom
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these taxes ultimately rest, must pay not mersly the initial tex but
also a profit on the capital advanced in turn to meed it by ths manu-
Tacturer, the whelesaler, the Jobber and the retailer. 'Fur%harmare,
during its jJoupney from ths producer of rew material to the censﬁmer,
the product may be taxed several timss. Since each successive tax is
lévied on a value which includes previcus texes, the consumer is forced
t0 pay taxes on taxes as well as profits on taxes.

The inecidence of a tax referas %o where it ultimately comes to rest

-~ 1.6., who pays it in the end. All reputaebls ecohomists, whatever
else their views may be, ggree that & tax on land values stays put --
that it cannot be shifted by the landowner to the tegant or to the
consumer of finished goods. This is not to say that the tenant or
consumer does not pay the tax, but rather that he has alresdy paid for
it in rent, and cannot be mads to pey twice by a tax increase. 4 tax on
land velues constitutes & reduction in the amount of rent retainsd by
the landowner, and if it equals the total rent, that amount will, of

course, be reduced to zerc. The reason for this is that a tax upon

anything the price of whieh 4g kept down by the ;gility to produce
additional supply will, by increasing the eost of producing that thing,
check the supply of 1t. This will add %o the price of that thing, and
ultimately fall on the consumer. But = tax upon enyihing of which the
-8upply is fixed, and of which the cozt of production is therefore not a
determining element in its price, does not incresse the price and falls
entirely on the owner. Land is fixed in guantity. Consequently it is a
monopoly, and land rent is always a monopoly‘or maximum price. In this
respect i1t might be compared with the highest bid on a unique work of
art sold at auction. Since the last bid represents the highest price

anyoné is willing to pay, if there be a tax on the sals 1£ cannot be addsd
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%0 the bid but must be paid by the seller, and will reduce the proceeds
of t+he sale. Likewise, a tax on rent cannot be added to the rent; it
simply reduces the income of the landowner.

2o _A tax should be certain. so =a to give ithe least opportunity

for corruption or arbitrary beha¥ior on the part of officlals, and the

dleast temptetion to lew-bresking end evasion on ithe part of taxpayers:

Certalnty is one of the important elements of sound taxation, for a tax
whicﬁ relies upcn the honeaty of aithqr the taxpayer or the collector

is bound to encourasge frauvd and evasioﬁ, ané 1o make the sstimation of
‘anticipated revenues a matter of sheer gueasswork. Such, unfortunately,
i the nature of most existing taxes. We are all familiar with the waj
in which othserwise respectable people think nothing of misrepresenting
their income on thelr annual returns, perjuring themsslves before customs
agents, deliberately undervaluing thelr personal property, etc., not to
mention the fact that & myrlad of tax lawyers and accountants have becoms
fich through thelr ability to show their clients how to circumvent ihe
law. 'It_would be impessible to measure the waste of wealth, the squan-

dering of talent and the misuse of time engendered by the complicated

tangle of tax regulations saddled upon the public. Not only does the
uncértainty of our taxes lesd to great material loss, but it tells
fearfully upon the public morel character. Our revenue laws put a premium
upen dishonesty.

The land value tax hes none of these defects, for it is as ceriain
ag any tax could possibly be. It may be asssssed and collected with a
precision and inexorahility which partakes of the immovable and uncon-
cealable nature of the land itsélf. Were 21l taxes placed upon land valuss,
irrespective of improvements, the process would be so simple and clear, and

public attention would be so directed to it, that the valustion of taxstion
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could and would be made with the sams certainty that a reel estate agent
can determine the price a seller can get for a lot. The amount of the

tax would be governed by the free market, not by & politician’s motives

or a bureaucrat’s whims. Any deviation from market value would occasion
immediate publiec censure, since the attention of all itaxpayers would be
focused upon assessment, and it would be eesy to spot anything spproaching
favoritiém, chicanery or erbitrary valuation.

4, A tax should be fair; it should bear egually, so_as 1o give no

citizen-an gdvantage nor oput any at a disadvantage as compared wiih oihers:

Theorlists are divided into two broad sghools of thought as to what
constitutes fairness in taxastion. The most dominant school teday holds
that a falr tax 1s one which i1s based upen the abllity to pay. A less
polite way of expressing this ides is thai & tax should "sosk the rieh.”
The graduated income tax at least theoretically adheres to this criterion,
although the law contains so many loopholes that in actual practice the
rich are often better able than others to evade it. The sales tax, on

the other hand, 1is regressive, that is to =zeay, it fdlls heavisst on thoss

ring- s

The other school of thought maintains that a falr tax is one
p&oportionate %o benefits received from socisty. In other words, "you
pay for what you get." A gasoline tax exemplifies this principle, assuming
that the revenues derived from it are used sxeclusively for high;ay
construction and maintenance.

In an incidental way, 2 tax on land values conforms tq/the ability to
pay theory, since those who receive uneasrned increments aré obviously
tc that extent better able to pay than are those who must depend for

Aincome on thelr earnings. However, lv 18 in terms of the benefit theory
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that the case for the falrness of the-land value tax is most sirongly
made.

Public service cannot be rendered equally to all; each is bound %o
re&eive more or less according %o his location. For instance, someone
miles away from the center of population ordinarily receives much lese
public service than the c¢ity dweller. Sincs the rural person receives
less benefit, it would be patently unfair to make him pay an equal tax;
it would be equally unfair to give him the same benefits but msks the
city dweller pay for them. Equality in taxation must be equality in
rproportion to benefits received.

Most present texes violate this principle, as they tax the indi-
viduel not according to what soclety does for him, but according to what
he does Tor himsélf. Let one be industirious and earn much weélth or
build himself a fine home, and he will be renalized by high taxea; let
another be lazy and shiftless and livs in & shack, and his taxes will be
very low or non-~existent; yet both may get the same amount of service

from society. If anything, the shiftless men is likely to get more, to

——theextent that he may be a public charge.
But, 1t will be sald, does not the industrious individual get more
property

protection and service from society, since he has more/to be protected?
As a general proposition, this idea is fallacious. 4 policemen ean
patrol g‘strest lined with mansions just as easily if not easier t@an he
can a street lined with hovels. The same fire-fighting force will ge
reguired to protect & slum sectlon as & neighborhcod of modern homes.
In fact, an old tenement requires more protection, since the possibility .

of fire 1s greater. Wealthy people usually have fewer children tc be

educated than have the poor.
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I% mighﬁ bs objected that the benefit principle, although equitable,
cannot be sucdessfully applisd on & large scale, bacause a poor msn would
not be poor 1f he wers capable of‘ﬁaying for benefits received. Hence,
others must pay if he 1s not to bérdeprived of services. ¥Yet if ths poor
man is even minimally self-supporting, the chances are that he is alrgady
paylng for the soeial benefits he gets. Howasver, instead of golng to
soclely in taxes, his payment goss to ths landowner in rent.

The annual rental valus of a site provides a precise and infellibise
index to the publiec benefits conferred in that location. Ho one can
enjoy the benerltslof communlty l1life and the social ssrvices which the
community provides unless he seccupies land in the community, and the
démand for land, which sets its value, is determined by all the admgntageg
which the location offers. chernmen&rsarviﬁes ara only a part of such |
advantages; the opportunities and conveniences afforded ﬁo and bj manu- g
facturing and commerce, as well as the amenities of cultural activity and
soclal interchange, are all social benafita reflected in the value of & |

glte.

Henry Gaorge's pzoposal is somatimegmgondgmnggmbscguaaMafwthawaaemingu

unfairness of placing the entire tax burden on cne class, $he landowners.
But ¢his objection stems from a failure to recognize that the value of
public servicss 19 incorporated in the‘valug of land. Landowners whe

rent thelr land necessarily asct as tax collectors since they charge their
‘tananta for public services. Inasmuch as they do not provide these
sqrvices, there is no resson, from the standpolnt of fairness, why they
should be allowed to keep what they thus éoilect. By taxing land valuss,
the community merely reecovers from the landowners the valme of the services
and other public benefits pald fer by the tenants. 4s for those landowners

who do not rent their land but use it themselves, the land value tax would-
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represent 2 just charge for the publlc services and benseflis rendersd io
them. _

Under the prssent system, not only does ithe landowner not pay for
the full benefit he receives from soclety if he happens to be the user as
well as the owner of the land, but if someone elase happens to be the ussr,
that someone must pay both whatever tax is levied and the difference
between that amount and the land's value. Since the value of most land
is ﬁartly speculative, his payment is commonly greater by far than what
1% would be if all rent were appropriated by taxstion. True renit measures
the contribution of soclety; speculative rent measures the landowner's

disservice to soclety. If land values were taxed in full, there would be

no speculative rent, for there would be no incentive to perforn the

disservice of holding land for speculation.

Sufficiency of Land Value Taxation
| kTe the classic Four Cenons of Texation must be added another
eriterion which should be considered in svaluating any tax. In actual

fact,vamong government officials hungry for funds, this i1s usually the

By

.first and sometidkssg the only criterion considsred: & Tédx must be cspable

 of providing the needed revenue.

We have already seen that taxes which discourage production tend, if
high enough, to decrease revenue by drying up the only source from which
revenue can comeé. This a tax on land values could not do.

A lend value tax is most admirably calgulated to meet local needs
bécauae such needs increase with the concentration of population, the same
cause which 1s responsible for the inerease in land value. The property
tax, of which the land value tax is & mode, is traditionally collected and
edministered by locel governments for loeal purposes. To the extent that

local governments have failed to collect sconomic rent, they have become
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éepen&ent upon Washingtion. By failing to appropriste economis rent. the
atates, too, have been forced ic rely inersasingly upon the central
government, thus weakening the fsderal structure of divided sovereignty
smbodied in our Constitution.

The lgnd value tax is, technically speaking, not really a tax at
eall, since & tax is authoritatively defined as ¥a compulsory contribution
« + « %0 defray the expenses incurred in the common interests of all,
wlthout reference to special benefits conferred.” (E. R. A. Seligman,
Egeays in Taxation [9th ed.;.New York: Macmiilan, 19231, p. 432.) It is
rather & public price charged by soclety fdr the exclusive privilege of
using & locatlon. It "falls upon those who recsive from soclety a
psculiar and valuable benefit, and upon them in proporticon to the benefit
they receive. It is the taking by the éommunity, for the use of the
community, of the value that is the crsation of the cemmunity. It ie the
application of the common property to common usss. (Progress and Poveriy,
pe 421.) [unabridged]

It must be admitted that there are some public services which are of

e B FONETAD represeéntany pecullar benefit determined
by location. PFProtsction from foreign aggression is the most gignificant of
théas. Without it, the value of all locations Iin a given nation would drop
equally for all the citizens of that nation to the extent that conquest
would negate the sscurity of all their lives and property. Thersfore, the
cost of national defense represents not a special bensfit conferred by |
soclety upon those who use desirable locations, but a“égneral benéfit to

all within a given nation irrespsctive of location. The staggering cost

of modern warfare makes it improbable that the expense of such a benefit

could be met from rent, and still allow for othser services which peocple

legitimately expsct from govérnmento This, however, is no argument agalinst
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appropriating rent ﬁn'fuil and applying it %o public purpeses, including
defenss, as far as it will go. Many proponents of the benefit theory
would advocate that any necessary additional defense revenue be obtained
through a flat percentage tax on incomes.

| The total rent of land in the United States has never been precissly
ascertalned. Although scientific methods make it pessibls Lo appraise
land with & high degree of accuracy, irregular assessment practices
around the country grossly distort the total pleture. Furthermors, rent
is disguised in numerous ways -- for instance, it figures largely in
stock dividends. Thefe can be 1ittle doubt that at the time Georgs wrote,
the full appropriastion of econcmie rent would have been enough to meet
government budgeta at all levels, with probably a considerable supplus.
(In 1915, Wilford I. King, then the lsading economic statistician,
estimated that & single tax on land values would be able to meet all
necessary government expenses. Steven B. Cord claims that it could
probably have been adequate until the 1930's. Cf. Henry Gecrge: Drsamer
or Realist? [Philedelphia: University of Pennsylvania Press, 1965], p. 234,

Ourvgovernment today has assumed greatly increased functionas, and grown .. -

snormously in size and cost. Howsver, 1t should be remembersd that & tax

on land values is more than just & revenus dévice. It ls an engine of

Carne
soclial and economic change, which woudd

effect economy in government by
lessening the need for revenue. If fully implemented, it would so
stimulqﬁe production as to generate = natural full employment whieh would
meke it unnecessary for the government %o tinker with the currency suppfg
or smbark upon vast programs of public spanding‘to forestall depression. lﬁ
With the.unlacking of natural opportunities presently monopolized, the
need for welfare programs would be drastically reduced. Government bodies

would not be forced to pay speculative prices to acquirs land nesded for
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'roﬁds and other public projectsz. Although the selling price of la;ﬁ
would drop, aggregaté econonic rent wduld'increase, due to gxpanded
production and fuller uze of gupe?«m&rginai land. Thus ingtead of
shrinking, the tex base from rent would actually Esrsnlargade_ This has
been the experience of many communities in Australis and elsewhers which
tax land heavily and exempt improvements. For these raassn§, it is not

tmprobable. _ at” (east :
at all dmreseibis that the land value tax might indeed-bs adequatesst

Foast for all domestiec purposses.

Why Lend Velus Taxastion is Not in Greater Use

Legiglatures tend to write tax laﬁs according to the pragmatie
approach commonly refsrred to as "plusking_the most féathers with the
least squawks." Persons with cohesive vested interests naturally.form
pressure groups in order to be able to "SQuawk“ effecﬁively; and it is
herdly to be wondered at that politiciaﬁs‘are respbnsive to thea. & tax
on land valueg is the‘only'tax of any Qonsaquenée that doss not distribuﬁ
itselr. It falls upon the owners of iand, and there is no wey in whieh

Yhey can shift the burden upon anyons else. Hence, a iarge and powerful

class is directly interested in keeping down the tax on land %alues,'&n&
in subatituting,_&s means of raising required raveﬁuegltaxas on othar
things. There is no group which has a similariy direct and immediste
Vééted pecﬁniary interest in seeing such a tax Instituted, sven though
the vast majority of people (including éven many landownsrs) would be
better off 1f 1% were in sffect. This is the answsr %o the oft-raised
question as to why; if a tax on land values be 2o adventageous, 8o many

other taxes are resorted to by most governments in preferance to it.
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"PRACTICAL EFFECTS OF GEORGE'S REMEDY

‘Lesson IX

/75
Pp. 169-182

We have exsmined the justice of Henry George's reﬁedy, and also con-
sidered its efficaéy as 2 tax measure, It is now time to look at some of
its broader cconomic and socialzimplications. In doing so, we are not
obliged to depend upon mere conjecfuré. For although the principle of
exclugive land value taxation (approaching the full economic rent) has
nowhere been'fully implemented on all levels of government, there are

many instances of its application on a partial scale, with results com-

- mensurate to the degree of applicaticn.

Probably the three most serious problems of our eCONCmy are unem-

ployment, inflastion and housing, The first of these may not seem to be

" a matter for current concern, because of the defense~generated need for

Banpower, and of the government's policy of artificially inducing full
employment by deliberately inflating the purcﬁasing media, However,
these are palijatives, not solutions, They provide relief for unemploy-
ment without touching its underlying cause. No person of good will
couiq wish for a continuation of military exigencies merely because they
lead to spending which creates employment, Inflation as a means of
relief constitutes a serious problem in itself, for it raises the cost
of iiving and causes hardship for those whoge incomes are fixed or do

not rise fast encugh to keep up with increased prices,
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Effect on Employment

Land value taxation stimulates production, engendering a natursl demsnd
for labor. It releases, for productive investment, sayings which would
otherwise be channeied_in%o sterile speculation, It opens better natural
opportunities to labor and capital, and, by making it unprofitabie fo hold
land for speculation, forces idle and underﬁsed land intc optimum use, This
causes a rise in real wages and interest, as'the margin rises with the opeéf
ing of natural opportunities, The conburreng removal or reduction of taxes
on labor products creates further.incentive to production in three wavs:

(1} by lowering commodity prices, thus permitting markets to expand;
(2) by increasing purchasing power and investment capital; and (3) by doing

away with the necessity for much onerous record-keeping and red tape.

Effect on Purchasing_waer

When the suppiy of purchasing media {coins, paper currency. and demand

deposits) exceeds the value of goods on the market, the value of the pur-

chasing media shrinks sccordingly and we have inflation, There are three
regpects in,which.iand value taxation tends to deter inflation, In the
first place, by unlocking natural opportunities now monopolized, it has an
effect analogous to bringing back the frontier, eliminating the most funda-
mental cauée of unemployment, and thereby reﬁdering it unnecessary for

- government to resort to monetary inflation as a mechanism to maintain f&ll
employment, Lord Keynes attributed depression and uneméloyment to what

he called "liquidity preference,” i.e., a reluctance of capital to invest
in productive enterprise. Like a diagnosis of "heart failure" as the
cause of death, this analysis is correct as far as it goes. But George

supplied the answer to the question of why liquidity preference occurs,

' When rent soars to speculative heights which transcend the possibility of
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productive return, productive enterprise ceases to be profitable, and &
retrenchment of capital is the logical and inevitable outcome, Since a
heavy enough land value tax negates any incentive to speculate in land,
rent under it refiects use value oniy[ and cannot discourage productive
investment, For this reason, and also because of the earllier mentioned
fact that such a tax forces optimum land use, a second way in which land
value taxation deters inflation is by so spurring production that for each
dollar in circulation a dollar's worth of goods is in process of exchange.
Speculative rent inflates production costs and therefore the prices
of commodities. Therefore, a third respect in which land value taxation
detérs inflation is by reducing prices due to the elimination of specu-
lative rent, It is sometimes said that "rent does not enter into price."”
This is true in the sense that competition will not permit a manufacturey
to charge more for a commodity produced on high-rent land then what the
Same commodity produced on the margin can bring, But whereas rent does
not affect the relationship of individual prices tc one ancther, it doesg

affect the general price level, for as the margin is driven out to less

and less desirable land, the cost of production on all grades of land

goes up accordingly,

Effect on Housing ' L

' "Whence shall come the new barbarians? Go through the squalid
q;arters of great cities, anﬁ you may see, even now, their gathering
hordesi"” The problem of housing has profound sccial ramifigations which
manifest themselves in the agony of contemporary urban life. ft ig per-

haps the most pressing domestic issue facing American society today, and

shows every sign of becoming even more acute, For this reason,we shall

shall deal with it in relative detail,
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Over fifty years ago, Prime Minister David iloydﬂﬁeorge warned the British
Parliament that "Iowvrent public housing bills will never be effective until
you tackle the taxation of land values,” In 1960, the Mayor's Special
Coﬁmittee on Housing in New York-City reached the same conclusion; aéseriing:
"The seemingly unstoppable spread of_slums has confronted the great cities of
the naticn with chronic financial crisis. ... The two billion dollar puﬁiic
housing program hag nct made any appreciable dent in the number of slum
awellings., ... Ho amount of code enforcement ... will be able to keep up
with slum formation until and unless the profit is taken out of slums by
taxation,”

Land constitutes g very sizablé'component of the cost_of houging. In
urban areas it probably averages at leasé one fourth of the total value of
existing singlewresidence properties, and more than one sixth of the total
value of apariment house properties, aécording to the National Commission
on Urban Problems. Rosidential land costs have been rising much more rapidly

than have construction costs, For examplé, building materials during the

1850's rose 24%, trade wages went up about 60%, but the price of land in-

crease& over 100% -~ =nd many times that in most suburban areas,
Sociologists have long observed that slums usually form a circle around
a city's heart, This is because they are composed of propertiesAbeing held
in anticipation of the expansion of the déwnﬁown ares, uring this period,
they are allowed to deteriorate until such time as they are sold at vastly
appreciated prices for commercial or industrial use, Any improvement means
an increase in local property taxes, whereas the more run-down a property is
the more it can be depréciated as a i=deral income tax write-off, Further-
more, slum buildings are sc nearly worthless that they carry a very low

appraisal; the worse the building the lower the appreiszl apnd the smaller
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the tax. Meanwhile, the land is seldom assessed at anything even remotely
approaching its true market value, According to Professor Frederick G, Reuss
of Goucher College, "By overtaxing good housing we first take away much of the
incentive to keep improvement values up,rbut oﬁce an area ‘iz blighted we
reassess it at a low value and thus pay a premium for poor upkeep.” Hence
our present tax system (if it can be dignified by being called a_system)
subsidizes slums and penzlizes improvements, It harnesses the profit motive
backwards, zbetting speculation but discouraging development.

Aerial photographs show that there is more than enough land in and around

all our cities to meet all our homebuilding needs for years to come, The

trouble is that most of it is grcssly‘overpriced and therefore not economi~

cally available. ''Suburban sprawl” is what occurs when owners of close-in
land which is leogically ripe for development, hold ocut for tomorrow's price
today, and fail to find puyers who can afford to pay it now. Unable to
assegble the tracts.théy would prefer to buy, developers are impelled to
leapfrog out to distant locations where land is still relatively cheap. This

creates a wasteful and disorderly pattern of development, making homeowners

drive past miies of unused or underused acreage in order to get to and from
work, increasing the cost of local government by necessitating the spread
of public services and utilities over vast areas of idle land, defying good

local land planning, blighting millions of ascres of countryside, and'pénalizing

!
farmers who want to farm instead of speculate, It negates and frusirates the
purpose of cities, which is to let people live and work clese enough fogether
to utilize and enjoy the maximum efficiency of community facilities and

enterprises, with easy access and cheap distribution. It pulls business

away from downtown, causing cities to stagnate and finally die at the core,
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Land value taxation can reverse the tendency to urban decay and suburban
sprawl, and has indeed done so wherever it has been applied. New Zealand,
for example, began exempting houses and other improvements frqm taxation on
a local opfion basig in 1896, putting the entire local tax bufden on the land.
Today the vast majority of counties, towns and borgughs use thigs system. It
is in-effect in every major New Zealand city except'Aﬁkland, the only one in
which it has been found necessary to undertake sium clearance. Since 1916,
Sydney, the largest city in Australia, has derived all its municipal revenue
from land value taxation. According to the Sydney town clerk: '"The removal
of rates (%axeé] on bulldings encouraged their improvement as well as the
erection of many fine new structures. Something in the nature of a frans-
fprmatioﬁ took place, ...... The major benefits since this tax came into
force include a great expansion in residential, apartment, and industrial
building, ...." Land is taxed four times as heavily as improvements in
Johanneshurg, South Africa, ThelChamber of Commerce there agserts that

"This system has had a great deal to do with the development of Johannesburg

" into the premier city of the South African subcontinent.” In Pittsburgh,

Pennsylvania, improve@ents are taxed at half the rate épplied to lénd, This
approach, kmown as the "Graded Tax Plan", was put into operation very gradu~
ally over a long-term period, and is at least partially responsible for the
dramatic renovaticn which hag in recent ¥ears made Pittsburgh a model of
urban development. David L, Lawrence, for many years Mayor of Pittsburgh,
and latéer Governor of Pennsylvania, endorsed the Graded Tax Plan in the
following words: "It has discouraged the holding of vacant land for specu-
lation, and provides an incentive for building improvements. In the distri-
bution of the tax burden, it is beneficial to the home owners,"

Land value taxation results in efficient land use, It obviates the

over-intensive development in limited areas which takes place when there
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is an artificial scarcity of sites for building. It makes for more com-
pactnéss but less crowding., It reduces the cost of local govermment, and
renders it possible for private enterprise to provide whelesowme housing for
low income occupants, without any govermment subsidy whatever, It transforms

the value of land from a scocial liability intoc a social asset.

Effect on Homeowners and Farmers

Aill landoﬁners, Whether‘their holdings be large orrsmali, are apt to
look upon any land reform as belng contrary to their interests,Aand to view
with alarm the proposal to shift the burden of taxation to land values, But
landowners whose sole interest is landownership are comparatiﬁely few. Most
landowners have improvements of greater vaiue than their land, and their
interests-as capitalists and iaborers are greater than their interests as
mere landowners, although many of them do not realize this, Land value
taxation would prove beneficial to them as to all others whose income is
derived mainly from their own production., The wagé earner would naturaliy

" benefit most, but all classes of workers, including merchants, professionals

and executives, would find their positicn greafly improved, The average
homeowner has everything t? gain by'such a change., While the lot on which
hig house stands would lose its speculative seiling value, its utility woﬁ&d
remain the same and éhe eliminstion of taxes on improvements would reduce sis
taxgs. Since the averagé homeowner has much more improvement value than iand
Avalhe, this difference should resuit in s substantial yearly saving., Cheap
building sites and ﬁntaxed building materials would make it much essier for
the prospective homeowner to secure a house free from the worry of a heavy

riortigage.

‘Henry George foresaw that his proposal would meet with particular re-

sistance among farmers., Inasmuch as farmers derive their living directly
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from the land, if is not surprising thaf they should feel threatened by the
suggestion that the land be made to bear the primary if not the exclusive
burden of taxstion. Yet in poimt of fact, most farmers would be far better
off if this were done. Since agricultural‘land vglues are much smaller than
the values of town and city land of equal area, taxes c¢n agricultural land
would.be proportionately smaller, and in sparsely settled districts would be
reduced to almost nothing, Farmers would be freed of the burden of taxes omn
the buildings, c¢rops, equipment and livestock. Marginal farmers could acquire
better 1an§ far more easily than at present, The high ﬁrice of farm land due
to land speculation has compelled farmers to shoulder the wéight of mbrtgages,
and it is this which has driven so ﬁany independent farmers into the class of
tenants. Land va;ue taxation eliminates speculative rent, bringing dﬁwn the
cost of acreage to a point within the.means of ordinary people who waﬁt_to
farm. Early in this century,'Denmark began imposing heavy taxes, both national
and local, on land values, with reduction of taxes on improvements., It now
collects zbout 50% of the total annual ground rent., In 1850, Danish farm

tenancy stood at 42,5%, Today, 94% of Denmark's farmers own their farms, as

compafed with lesg than 64% in the United States.

Australis and New Zealand, where only landowners can vote on mattgrs
having to do with local property taxation, have witnessed the a&option of
land value taxation by steadily increasiﬁg numbérs of locél taxing units. over
the years, ahd its retention by alwost all of those which have adopted it.
This would indicate that the majorit& of Iandowners,-who are also land users,
find that théir interests are best served by such a tax.

Perhaps the most éonvincing evidence for the-pfgctical efficacy of land
value taxation is the Hutchinson Report, a survey comparing the six Australian

states in terms of the degree to which they use this method of obtaining public
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revenue, This study is updated pefioéicglly, the wost recent edition having
appeéred in 1962. Queensland, FNew South Wales and Western Aﬁstralia have
much héavier land value taxes and lower improvement taxes than do South
lAustr&iia, Victorie and Tasmania, According to the Hhtchinsdn Report, in
the period considered the first group had increases iﬁ Iand under crops,
while the second group had decreases. The value of iﬁprovements as compared
. to land was found to be_lSl% in the first group, as against only 79% in=thé
second, and was far higher (198%) in Queensland, which collects the greatest
amount (54.4%) of economic rent, Factory wages were higher in the first
group and larger in purchasing power. Lastly, it was discovered that popli-
lation was flowihg from'fhe second group to the first group, indicating that
people ih Australia fouﬁd conditions better In the first group. The inflow

for Queensland, the state taxing land values the most, was the greatest.

Answers to Typical Questions

Let ug now attempt fo answer some typical guestions asked concerning

the practical application of Henry George's proposél:

Q. Under land value taxation, how would land values be estimated? How

could you separate the value of land from the value of the improve-
wments?

A. In much the same way as it is done today by real estate dealers and
appraisers, The value of land is habitually estimated simply by -
knowing its size and location. When fire destroys buildings, land
values remain. Frequently, the owner of the land and the owner of
the.builﬂing are two different parties,

Q. Should 100% of the rent be collected?

A. Strictly speaking, yes. Henry George, however, suggesied that a

percentage of the rent be left te landowners g6 as to dissuade them
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from allowing their titles to become forfeit to the state, which
would encumber the government with the trouble of renting lands.
The landowners would perform this service, in effect, and retain
a percentage of the rent as their "commission.” A reasonable

commission might be between 5% and 10%, making the tax 90%-05%.

How would the rent be apportioned as between loczl, state and

federsal government?

One proposal is to collect.all rent at the Ibcal level: the

local govermments would pass a percentage on to the state govern-
ments, which in turn,would.pass a percentage on to the federal
government., This is the method usually used as between state and
local governments when property taxes are levied by the state. It
was élsé used by the federsal govérnment wﬂen it_levied property
taxes_between 178% and 1861, apportioned among the states according
to population, as specified by the Constitution. Ancther proposal
iz to let each level of government collect the rent from respective

types of land -—- municibalities from land within their areas; state%f

b
from unincorporated land within their areas; and the federal govern-

nent from oil fields, mines, forests, waterwsys and other patural
resources which are federally owned,

If a man owns a city lot with a building on it, what would prevent

encther man from bidding a higher tax than the first man could pay,

%
\.

thus ousting_him from his buildiqu

Land value taxation is not a method of nationalizing the land and
renting it to the highest bidder; it is a method of taxation, It

would‘not only hinder, it would prevent the unjust ocusting of

another from his building, The tax falls upon landowners in
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proportion to the value of their land. This value is determined
impersonally Ey the real estate market —- by the demands of the

whole community -- and not by occasional and arbitrary bids.

A rich man has & large mansion; a poor widow has a small house on

an adjoining lot with the same value. Is it right that they hoth

pay the same tax?

There is no just reason why the community should not charge poor .

widows as much for monopelizing valuable land as it charges rich
men, In eithef case it is a specisal privilege which should be pald
for. In our sympathy for the rare widow in this situaticn, let us-
not forget the hosts of widows who not only do not live next to
mansions, but who have no place at all to live but by some landlord's
consent, They would find it much easier to obtain decent housing
under lend value taxation than at present,

Although some people have made moneé by speculating in land, haven't

others lost? Do not the losses offset the gains?

Possibly; but what the land speculator loses, the community does not

guin, " What the Tafd speciulator gains, however, the community does
lose. As between-land speculators and the community, losses cannot
be justiy charged against gains., The taxation of land values,
incidentally, would put an end to these "'unearned losses” as well

ag to unearned gains, 4
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are political rather tban-ecaﬁomiée He iasists that epart from the
market, where buyer and seller meet for mutusl exchange of geods and
services, there is no rational way of calculating from an ecénomic
standpoint what goods iniwhat:guentitiescshouldsbe produced and how

they should be distributed. Even whers decisions are not consclously
based upon military, sadministrative, or other obvicuély non-economie
consideratlions, they ars governsd by the au@jeetiva wlll of the politicsal
authority, since in the absencé of @ market he has no objective way of
knowing what people want and need -~ at lesst no way of assessing the
relative weight of conflicting wants and needs -- except in terms of his
own rude assumptions and psrsonel preferences. Therefore, his allocation
_§f manpower and resources must of necessity be-arbitrary.

' AMiaes holds that the only reasdn ratlional seconomic caleaulation
in command_eeonomieé can occur at 311, 18 that none of them exists in
_total purity or isclation. Elements of the market, howsver circumseribed
andéﬁincr, Operate within them to varylng degree, and their planners can

always look abroad for empirical data to nations where the market

operaies wiih relative Ireedom. It 1s only thus that they are saved
from utter chaos. {0f. Ludwig von Mises, Humen dctlion [New Haven: Yale
Unlversity Press, 1949], chap. 26.) It is perhaps worth noting that in
Red Chinse, which doubtless comes as close as any nation to having & pure,
iéolated command economy, arbitréry planning has repeatedly §esu1ted in
widespread famine accompanied byrenormous surpluses of:gse%eég goods.
Whether or not there may ever be valid political r%asons for inter-
fering with the free play of the forces of supply and démand, is, of
course, a quesiion which must be decided on political and not on economic
grounds. Our pur?ose is to examine the way in which economic forces

operate if left to themselvea. Only as this is done can intelligent
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Judgments be made as to how they should be interfered with, if at all.

Therefore, we shall address our study to the market eccnomy, recognizing
that even in the United Statés lts working is in practice disiorted by
the presence of command elements.

Ag we proceed with our investigation, it might be well to bear in
mind the folldwing gquestions concerning the merket economy: Can it
work harmoniously, or are economic dislocatione inherent in 1%t? Doss
an unregulated merket give rise to ﬁonopolies? Are wide dlsparitiss of
income inevitable where the market operates without restraint? .

Economic Science and Natural Lawg

Voltaire once remarked that "It would be very singulear that all
nature, all the planets, should obey a?ernal laws, and that there should
be a little animal, five Teet high, who in contempt of %ﬁs laws eculd
act ag he pleased, soiely according‘to his caprice.” Natural laws may
be thought of as predictable patteé% or ssquences of cause and affect.
The purpose of any science is to discover them and_investigaté théir
workings, so that instsad of being erushed by them man cen use them to

MMwMm4g&higxgmbiamgndahwgﬁhamexenmm@memhew@mqpJthmwﬁr4m¢waf%er“ai}7“awpartwafwu_

nature; therefeorse it is not surprising that his conduct should exhibit

predictable patterns and ssquences analogous to those found in the rest
ofythezphysivaksaniverss. > _

The fact that humen beings daiffer wldely from one ancther has led
some soclal scientlsts to conclude that there 1s no such thing aa human
nature, but if this were true in any thoroughgoing sense it would excluds
the very possibility of soclal sclence. The laws that govern human

behavior must spring from the generic structure of human personality

itself.
persenal
Because the mmmem equation makes 1t difficult to gtudy human




behavior ob}ectiveiy, and because that which is under observation
cennot be so readily isolated, controlled, or éubjected to quantitative
enalysie as can purely physical data, %ths soclal or behavioral scliences,
of which peliticsl economy is one, are frequently distingulished from
the exact seiencés. And indesd, 88 Henry Geqrge is careful %o point
ouﬁ, politibal economy "can never predict exzact results but only

éPragrqgg and Poverty {Hegarth abridgment), xii.)
tendencises."/ The prestige of the exact sclences is such today that

many socisal scientists have abandoned the grand effort to dlscover and
syntheasize broad tendencles so as to arrive at integrated underatandlng,
and instead devote themselves to the meee collection of statistics on
triviai and minute topics. The narrowness of their ranée permits a
dagree of precision which may be @Qpiad to those who seek a w;der vigion.
Yet‘thaif resulis, while they maylbe conélusive as fear as they go, are
for the same reason apt to be meaningleéé and inconsequential. In omr
study we shall take %the bolder spproach, mindful of the adage: "Nothing
ventured, nothing zained."”

Three Basic Economic Lawg

~taéupenw%hemassump%%ﬁRQ%h&%f%haPEMMMMW“

_are natural sconomic laws, the discovery and corrslation of which
constitutes its task. Economic laws ars quite different from statute
.laws, which, like customs, can change from time to time and place to
place. Eccnomic laws resemble instead the laws of mathematics, physics
or chemistry in thet they hold good everywhere and at all times,
regaraless of governments or other human institutions. Just as no
govefnmant can nullify the law of graviiy, no government can nullify
the law of supply send demand. Both laws can be defied, although
scarcely with impunitj; neither can be nullifisd. Economic laws are

. natural in the sense that they arise apontanecusly from humsn nature;



statute laws are'ﬁén-made in the senss that they are conseiously
contrived. %o the extent that atatute laws are in accord with human
nature énd the characteristic behavior patterns ("laws®) which arise
therefrom, they will be realiptic and successful. To the extent that
statute laws lgnors human nature and its lsaws, they will bs futile
and perniclous. _ _

Let us now take a look at three important sconomic laws. Like
all economic laws, they stem from the mutual reistionship of two
psychological facts or fﬁndamental axioms concerning human natura.
The firat of thess (whichrcorrasponds to the physical law that motion
seeks the line of least resistance) is that man secks té gratify his
desires with the least exertion;rtﬁe second is that man's desires are
unlimited. I% should be remsembered that these axioms refer tc general
characteristics of human nature taken aara whele, not to the ideo-~
"eyneratic or exceptional. |

1. The Law of Supply and Demand: This law states in its simplest
form that psople do not continue to manufacture and offer Tor sals

{supply} things which people do not want (demsnd) or quantities in

excess of those which peopls want. On the other hand, when pacple
demand something which is not sﬁpplied,-or more of something than is
suﬁplied,rsupply tends to materialize and/or inereass. It 15 important
t0 note that in economice "demand® means effective demand, tha% is to
say, sﬁfficient satisfaction must be offered in exchange for whét is
demanded. & hungry man will not cause more corn to be grown or mbre
bread tc be baked merely becsuse he is bungry. He must be able to ¥
offer éomething of value Iin exchange before what he éeman&s is supplied.

Assuming that no extraneous motives or conditions are present, this law

holds géod for all rational human beings.
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Given the game degree of gcarcity,
2. The Law of Competition: /goods which effe squal satisfection

will tend to sell at the same price. For. example, one would no%

expeet to find two pairs of shoes of egual quglitv?and faghion selling
at different prices in aimilar ecircumstances ané locations. The
8eller of shoes, in cbedisnce to the econcmic law of competition, knows
that if he puts his pricss too high his customers will shop elsewhers.
If he puts them too low he will attract more customers but his return
will not be enough to meet hie expenses and allow him a profit. Prices
in the competetive marketplace will not always be exactly the same for
simllar goods at the same time and place, but they will $end to be the
same, for the pressure of the law of competition is always present.
Governments may imposa regulstions to‘fix the price of shoes and to
punish people who sell et a different price. But people willl then mest
secretly to buy and sell shoes &t prices governed by the natural laws
of supply and demand and competition. When prices are fixed by
governments, the free-market price is called the "black-market" price.

Really, it is the natural price -- whatever ethical view we may take

01 sucht transactions.

3. The Law of Diminishing Returns: When land, labor and capital
are combined in production, if the best return is to be obtained each
factor wuet be in the right proportion. Taking a retail shop as an
exsimple, it will be seen that too little space {land) in which to
serve the customers would result in a loss of business, even if thers
were the right amount of staff (labor) and stock (capital). It would
be squally uneconomic to have too much space. Simllarly, although the
space and staff might be in the right proportions, too little stoek
would mean & loss of sales and toc much stock a waste or misuse of
captlal. An inerease or decrease in ths employment of any one of the

factors of production in relation to the others will result in a loss
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of efficiency. -The peint of equilibrium is known as the point of -
marginal use of the factors or production, ang the tendency for
returns to decrease in relation to input (as & Congafuerice of applying

the wrong proportions) iz known as the law of diminishing returns,
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¥Wealth

We have defined politiecal seoncmy as that discipline whiech
treaté of the production and distributlion of wealth. In order that
this definition be meaningful, we must arrive at an undsrstending of
what is meant by “wealth.” Unfortunately, this is an issue conerning
which economists are not sgreed. However, a senslble application of
the inductive method zhould enable us to arrive at & definition which

is not arbitrary.

When we spesk of wealth, it is importent to understand that we

are not talking sbout personal or individual wealth but of the total,

eggrogate wealth of the community. For political economy, only items

which add to the %otal picture may logically be consldersed wealth.

Items which bensfit an individual may be wealth for that individusl,
but they are not wealth in a generié sense unlessz they add td the
aggregate. Claim of individuals upon onse ancther, therefors, such as
money, promissory notes, morvzasas, stocks or bonds cannot be wealbth
from the gtandpoint of economics, zince economics deals with gsnérie
phenomena and not with individual cases except a8 they may serve 4o
11lustrate such phbaomsna. :Such things have an exchange value, since
they represent the power of obtalning wealth as belween Individuals or
groups of individuals, but they are not truly wealth bscause their
increase or dscreasa-doas not affect the total sum of wealth. Any

addition achieved by one individual or group is caneglled out by a
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deductlion to another, and the aggregate remainse the same. In contfast,
the addition of an sutomoblle, a sult of clothes, or s sack of potatces
not only benefits the individual but increases the aggregate.

It is generally acknowledged that in order ito be wealth & thing
must have exchange value. That is to say, it must gratify human
desire, and the demsnd for it must excesd the available supply. Cabbages
ceased to be wealth Iin Red Chine when, owing to bureaueratié miacal-
culation, they were produced In such quantity as tc constitute 2 glut.
The residue from making woodpulp had no sconomic value until & desirs
for it arose in connection with the manufacture of synthetie fibers.
Then it became weaith. Since demand is subject to-cultural influenée,
socletles may differ as %o what they recognize as wealth. The followers
cf Mohammed regard pork with loathing; leaving aslds the possibility of
export, 1t would therefore not be wealth in & society composed
exélusively of orthodocx Moslems. Converssely, sheep's eyas; prized as

dellcacies by many Arabs, do not constitute wealth in Western countries.

411 the examples mentioned (automobiles, suits of clothing, sacks

exchange value as between different cultures, have two things in common.
They are tangible, and they reflect the application of human effort.
(Wild pigs and sheep do not become wealth until they have been eaught
and otherwise readied for the comaumer.) Although in everyday parlance,
land and natural resources are often spoken of as wealth, we are all
familier with nations such as China and Brazil which are cqnsidered poor
although possessed of abundant land and natural resources. Similarly,
although skills are sometimes spoken of as wealth, there are countrles
such as Iceland which are considered poor even though they aré-noted for

2 high general level of education. Such nations are poor bscause they
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are wanting in material goods which human exertion has rendepred capable
of satisfying human wants, and for which thars is a market. Obviously
then, although there is a market for both land and natural resourceas,
on the one hand, and for skills, on ths other, neither can be classifisd
as wealth since the former is not the regult of human sxertion, and the
latter 1s not material. In combination, however, they are important
elements in 4ts production. j

The application of labor to nature produces material objects which,
directly or indirectly, minister to human wants. When such objects are
sufficiently scarce to have exchange value, they constitute wealth.

Wealih may thus be defined as any material thing produced by man, .-which

has exchange value. When we say "produced by man," we mean that 1t has

been secured, moved, combined, separated, or in other ways modified by
ﬁuman exertion, so as to fit it for the satisfaction of human desires.
Land snd Rent
Land is one of the three factors in the production of wealth,
nearly
recognized by/all seconomists. The other two are labor and capital.

Although, in contradistinction to labor and caplital, land is a passive

factor, this by no means minimizes its significance, for without it no
productlon could occur at all. Some automated industries have lessened
the lmportsnce of labor as a quantity, and production on s very primltive
plane can take place without the use of capital, but nothing tangible can
be brought into existence without raw materialg and standing rcom on
which to work them up.

Strictly épeaking, from the standpoint of political 6Cconomy, we
were gullty of redundancy when we referred earlier to "land and naturai
resources." For the word, "land," as used technically in economice,

ineorporates all natural resources. It sipnifies the entire material

universe excluslve of man and his products. "Mers areal extent of




15
land . . . does not fully define the term; for land usually is thought
of as embracing land resources as well. These include golls, minerals,
surface and ground waters, natural vegltation, animal life, and even

the atmosphere above the surface. . . ." (Eneyelopedia Americana,

1968.) The trees in a virgin forest are land, whereas ths timber in

a cultivated forest is weslth. When the Zuyder Zee was wholly a finger
of the Atlantic Ocean, all of it was land. When the water wasg pumped
cut of much of it and containsd by dykes, that portion thus mads inte
"land" really ceased to be land and became wealth. In 1ike manner,
elecirical energy, wild game, and other things which constitute land in
thelr natural state, ceasse to be land when harnessed or adapted for'
human use.

In consldering how land differs from labor and capltal, there is a
final very basic point which should be kept in mind. Whereas the supply -
of labor and capital iz elastic and responds tg fluctuations in effective
demand, the supply of land 1s fixed. Especié&ly ls this true of land
which, because of specific location, is uniquely sulted to specific

uses. Land can be néithar produced nor moved to meet demand. High

rates of payment attract more lsbor andrcapital, Just as #illingness to
pay high prices for consumer goods creé&es an increase in their supply.
With increased supply, competition forﬁggupricea down agéins In these
areas the free market is selfnregulatiné: But land is a natursl
monopeoly, and ne inerease in the price pald for it can bring about an
increase in its quantity and thus force its price back down.

In political economy, the "distribution" of wealih refers to ite
apportionment among the factors which produce it. Eagh factor of
production has its corresponding avenue of distritution. The share of
wealth that goes to land is called rent; to labor, wages; and to

capltal, interest. “Rent is a return for permission to use %hat which
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has not bsen made by man but which i1s used in production. Interest is
& return for the use in producition of things which have been mads by
men. Wages are the return man receives for the energles he exeris in

production.® (E. E. Bowen,'gconomics Simplified [New York: Robert

Schalkenbach Foundation, 19481, p. 22.)

Some economists do not accept only three facters of produciion
and three avenues of dlstribution. Some would add s fourth faector,
"enterprise" (organization, :mansgement:and risk-taking), the return to
which is “"profit." Upon examination, 1t may be seen that enterprise ia
included in the economic term, labor, and thet profit (the excess which
remains after business expenses have been met) mey consist of rent,
weges, interest, or any combination of $the thres. Some speak ol a
fifth factor, "government," the rsturn to which is "taxes." Insofar
a8 government renders a service, it is, like enterprise, a form of labor.
Wasteful government, of course, does not produce wealth at all, but is.
.more apt to destroy it. Taxes can only come from rent, wages and
interest. Some economists would reduce the factors of production to

two -~ labor and cepital -- maintaining that land is but a form of

capital. But this lumping together of things essentially different
results only in confusion. .Land is not produced by man; capital is.
Lané 1s fixed in quantity; capital is not. The laws governing ths

returns to land and to capital are totally distinct from one another.

Rent is that part of wealth which is the return for the ownership
of land. We commonly speak of paying "rent" for building accommodations
or for hiring a typewriter or automobile. Economic rent, however, does
not include the payment for permission to use man-made goode of any
kind. It is rather confined to that share in the wealth produced which
the exclusive title %40 the use of some part of nature gives whoever is

fortunate enough to be its owner. When owner and user are the same
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pefson, whatever partoof his income he might obtain by leasing his
exclusive title to someone else is rent. Another vay of puttlng this
iz thet rent is thet part Qf his income which he would have to pay %o
someone else if he were not the ownsr. (Technically speaking, whén
land is not ussd to produce wealih, but is used in congsumption or is
held 1dle; it has rent potential but yislds no rent per ge, even if
someons may be paying for ths privilege of holding or enjoying it.
That payment reflects no addition to the sum of wealth, but merely
acknowledges a clalm on the part of the owner of land having exchangs
value t0 command alrsady existing wealth produced from other sources.
However, it may be considsred rent for all practical pﬁﬁpcsés.)

Lebor and Wages

Folitical economy dsfines lsbor as all humen exertion, mentel and

physical, dirested toward ths produciion of wealth. It sheuld be

emphasized that the term embraces not merely manusl effort but also the
use of cerebral ensrgy. The architsct is just as much & laborer as is

the brieklayer, the steel executive as truly 2 laborer &s the man who

roduction of wealth s not

conplqted #ntil it resches its ultimate consumer, the advertiser, the
shipper, the warehouseman and the retall salssman are a&ll engaged in
labor. Broedly spesking, production may also be understood tc subsume
pr@sg??aticn and méintenaﬁcea Thus the curator and the Zoo~kaepar, not -
to mention such less exotic funetionaries as the mechanic, the clothes-
clesner and the charwoman, ®may be classified as laborers.

However, the doetor, the 1aﬁyer, the barber, the teacher, the
clergyman, the actor and the musleian are not laborers. They perform
useful functions by giving personal service -- helping us satlisfy our
desires for goods other man materisl. Bui since they are not engaged

{except somstimes secondarily or indirectly) in the production of wealth,
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economica doea not categorize their work as labor. HNelther, for the
same peason, dogs 1{ categorize as labor the expsnditure of snergy ln
gxercise or sport, or in the ersation of objects whileh lack sxchangs
value.

Wapes are that part of wealth which 1s the return for the expen-

diture of lebor. They are not confined to houriy, daily or weskly

payments, as in ordinary usage, but include salarles, fees, commissions,
or any other form of payment as long &8s it 1s recelived for work in the
production of wealth. Nor are they confined to compensation paid to
those who work for othere. The owner of & business enterprise earns
wages when his manggerial éervices help in the output of the product.

Capital and Interest

There is ﬁo unanimity among economists as to what constitutes
capital. This is largely because of the careless tendsncy to introduce
into sconomics habits of thcugpt whiech properly belong to commerce &hd
accounting. Thus anytbing which may be used to make a profit (land,
skilis, ete.) is lumped with capital, and the distinction between the

If such ampigulty is to be avoided, we must limlt our definition of
capitael to one which sxcludes things that fall within the other factors.
If we do this, there remesin only things that are nelther land nor laebor
but which have resulted from the union of the two. In cther words,
nothing can be capital that is not wealth. All ecapital is wealth, but

all wealth is not capital. Capitel is that pasrt of wealih which is

devoted to production (ﬁ?eugﬂused %o produce more wealth). If we remember

that preduction is not complete until the object 1s in the hands of the

ultimate consumer, we may alsoc define capital as weelth in the coursgs of
exchange. Thus, however much & desirable site or 2 rich vein of ore may

give its possesaor advantages equivalent to the possession of capltal,
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nelther is capital because;wgot being man;made, they are not’wealth but
land. However much superior knowledge may augment an individual's
income, it is not capltal because, not beigg material, it is not wealth
but part of the man's psyche. |

The same item of wealth may or may not be capital, depending upon
whether it is &%ed for production or for consumption, whether 1t is in
the course of exchaﬁge or in the hands of the consumer. 4n automobile
used by a traveling salesman in his work is capital; used,for personal
purposes, it is not. A potate at the grocer's stall is capital; on his
dinner plate, it is not. Tools used by a carpenter are capital; used
by 2 hobbyist, they are not.

interest is that part of wealth which 48 the returpn for the use of

capital. I% is that part of the inereass in his output which the
laborer is willing to pa&y in ordsr that the iﬁeréase occur. If ths
laborer uses his own capital, it 1s that part which he would have baditp
pay if 1t belonged to somscns else. (What the consumer pays for wealth
is, of course, also interest, since the wealth hs buys is capitel until

it comes into his possession. )

in Inasmuch as'money i2 not wealth (except $o the sxtent that the metal
or paper of which it is made may heve exchange valuel), it thnnetcbe
capital. Therefors, moneyhitself cannot sarn interest. Money simply
repreasnts a claim upon production; it does not contributs to the product.
Stocks, mortpages and bondé are only certificates of ownership, and may or
may not represent resl capital. The return from them is interest only %o
the sxtent that they do. Interest does not include replacement of capital
or wages of superintendencs. Neither, from the gramé?ﬁfﬁﬁeﬁérgnca of
political economy, does it include compensation for risk, as it does in
commen commercial usege. "The higher réturns toicapital éngaged in rigky

business enterprises are intended 1o take care of losses and in the‘long
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run bring the average return to the ordinsry rate." (Gaston Haxo, The

Philosophy of Freedom {N%w York: Land and Freedom, 1941}, p. 50.)

The Wage Fund Theory and the Malthusisn Theory

Production, although of a erude and primitive naturs, can oceur
without the use of capital. Before capital comes into existencé, labor
‘must be applied to land. Capital has been aptly characterized as
"stored-up labor,” 1.8., labor which has been given concrete form by
being mixed with land, and which, instead of being dissipated in eon-
sumption, 1s saved and released as needed to aid in the productive
process. Therefore, 1% is evident that capital does not employ labor;
it is labofg rathear, which employs capital. To say'that capltal smploys
labor is to imply thet labor cannot be used until the results of labor
&ré saved ~- a proposition which is obviously self-refuting. If wagss
vwere drawne from capitel, as many 19th century sconomists believed and
many nalilve laymen still bsliéve, there would be no weges where capital
had not yet come into being. This erronesus belief 1s known as the

"wage fund theory."

T Sinee wHges Ere Hot dPgwn Trom @apitai but from production, neo real
wage inecrease cen take place unless production increases. If money wage
increases ocutdistance produstiocn, the result is inereased prices and thus
no advance in resl wages. Resl wages and not meney wages determine the
general lével of prosperity. Minimum wage laws, collective bargaining,

& guaranteed annual wage, etc., may cause aszredistribution of real wagoes
80 that those who benefit from these arrangements enjoy an increase. But
unless the total sum of wealth produced increases too, thelr advantage
cen only come through reducing the wages of othsrs.

Yot although an increasse in rsal wages can only come through an

inerease in production, an increass in production does not guarantee an
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inerease in real wages. The Industrial Revolution, for example, reprs-
sented an enormous inerease in production. But labor did not benefit
proportionally from this increase; indeed, Bertrand Russell and others
¢laim that the living standard of the working populatian deglined,
although this is disputed by some sutherities: ={8fsrFiids.Hayek, ed.,

Capitalism and the Historians i{Chicago: University of Chicage Press,

1954}.) Progress and Poverty is in large measure addresssd to the

question of where the increase in production goes if not disiributed as
wWages.

The wsge fund theory and the Malthusian theory are two ways of
trjiﬁg to explain poverty by reference to an imbalancé betweeﬁ the factors
of production. The former attributes 1% to & scarcity of capital. It
leads to the conecept that w&en; due to such scarcity, intersst is high,
wages ?111 be low. By thus assceclating high interest with low wages, it
fosters the notlon that there is & natural antagonism between what is
best.for the'capitalist and what 1s best for the worker. Actually, as
will be seen in the next lesson, wages and interest tend to rise and fall

together. Poverty is often deepest where capital 1s most abundant and

interest correspondingly low.

The Malthusien theory explasins poverty by refsrence to the supposed
inability of nature to meet the incressing demands mede upon it by
inereasing population. Population, asserted T. R. Malthus, tends:=ioy
inerease faster than the means of subsistence. HNature ylelds less and less
o the applicaﬁicn of’ labor as population advances, and unless reduced by
éon%inenca, the asdvance must ultimately reach a point where it is checksd
only by premature desth resulting from famine, disease, vice, crime and
Wars

1t would appsar at first that all the circumstaptial evidence

B 5 '\"“‘\:;»” .
supports this view. Hunger and malnutrition are rife in many densely
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populated areas, and the oft-cited famines in India ang other parts of
the world secem conclusive indiestion that populetion isg tending to
outrun subsistsnca.

In point of fact, howsver, many of the wprld’s most densely
bopulated nations (e.g., Belgium, Holland, West Germany and Grest
Britain) enjoy standards or living which are among its highest. In
countries which suffap from famines and undernourishment, land is
generally not uiilized efficlently end large sreas are idle. In Iran,
for instance, the population is only 30 per g8quare mile. Once s rieh
agricultural country, its people now live in poverty, in spite of o1l
development. Denmark has ten times the pepulation of Iran rer square
mile, yet has a very high standard of living in spite of scanty natural
resourcss.

Per capita production is much greater in densely populated
communities than in bPlaces whieh &re sparsely ssttled. The increage of
population inersases the powsr to produce waalth, as s greater number of

reople can rroducs, through divigisn of labor, a larger proportion of

a¢ material rescurces of the globs

are not even remotely near exhaustion; the bounties of nature remain
largely untapped. Matter ig Indestructible; it is impossidble to reduce
the sum total of the elemants of which the earth is composed. Man is
not, iike the enimal, dependent upon a fixed supply of food. He displays'
unbounded ingenuity in devising ways in which énergy csan be relesssd and
matter transﬁérmed tc sustain end nourish iifs.
While there may be valid argumsnts for population tontrol, these

arguments are essentlially gqualitative rathep than quentitative. From an

eccnomic standpoint, mere increase in number should represent s boon

instead or g disaster.
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S8ettlers keep toming and *7" land is taken up, so the next comers
must go te "6" land, pushing Gown the margin of production to "6". The
amount avallable for wages and interest now goes down to 6 on all landsg.
New settlers must next go to "5" land, as illustpated below. The %g*
land is now the mergin. The amount sveilable for wages and intersst

drops to 5 on all lands, and rent correap@ndingly goes up on all lands

above the margim.ﬁ§ﬁ$$ 1 4}

. Nu

- Wages and Interest’

The mea of Wages and Intersst

Stated reverssly, the law of rent is necsssarify the law of wages
and: interest taken together, for 1% 1s the assertion that, no matier
what the production that results from application of labor and capital,
these-two Tactors will only receive in wages and interest such part of
the produce as they ecould have produced on-&arginal 1andsr Ifétha mergin
has besen puéhed out 80 far that there iz no more fres land, or if margingl
land ia not capable of sustaining human 1ife, wages become fixed at ths
level of'sheer sgbaistence, and intersest at & lavel barely sbove the cost

of capital replaéehento
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Wages and interest tend to rise and fall together. If interest
goes up in relation to wages, a countermovement sets in to restors the
equilibrium. For at the higher interssi, more capltal will be supplied
and lesasg deman&ad; while at the lower wages;-less labor will be supplisd
end more demanded. This will lowsr intersst and raiss wagés until a
balsnce 1s restored.

If interest goes down in relatlop to wages; a2 countermovement also
takes plece. At the lower interest, less capltal will be supplied and
more demandsd; at the higher wages, mors labor will be supplisd and lasé
demanded. Thus interest will then tend to go up and wages to go down
until the equilibrium is restored.

While wages and interest tend %o an equilibrium, this does not
hold true of rent. Land being fixed in quantity, there can bs no new
gupply to bring rent down. Thus rent increases at the expense of both
wages &nd 1nterest.‘

The laws of wages and interest may therefore be stated as foilows:

Weges depend upon the margin of production {or upon the produce which

- labor can obtain at the hishest point of natursl productiveness-eopen-to-— ——

1t without the payment of rent), falling as it falls and rising as_ it

rises. Iuterest will rise and fall as wages rise and fall, according to

the mergin of production.

Thus rent, wages and interest are all determined at the margin.
Tbgether they account for the total distribution of the product. (Taxses,
artificial monopoly profits, payment for personal saprvices, etc;, are
forme of pg-distribution.) But wherseas everything above the margin goes
to rent, the specific amount being determined by the relative desirability
of the particular land in question, wages and interest remain at the
margin regardless of ‘how much more desirable the land on whiceh they are

sarned may be.
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The three laws of distribution arise from the fundamental principle
that men seek to gratify their desires with the least exertion. This
principle establishes an equiiibrium between weges and interest, as‘men
move to more advantageous opportunities. However, it acts reversely as
between rent on the one hand and wages and intsrest on the other, becsuss
land is fixed in quantity, is nonwreproducible, iz absolutely essential

%o production, and its ownership confers a monopoly.
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Settlement has now spread out to "5" land. Wages and interest

together are now 5 everywhere, and rent is the differencae.

Rent 3 2 1 c
P g
,/f”/i;’/,af”’f:”::i:””’i:;’”””i;f”d
- - " ]
. | / §
v Wages and Interest 5 5 -5 5

The next diagram repregents the sams iand after increase in
. AV ) :
population and‘matepial progressﬁhave increased productive pover
fivefold., Wages and interest on the one hend, and rent on the other,

have incfsaeed accordingly.

Rent 15 10 5 O
S s s
,/: 40 35 y P 25 20
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Wages and Interest - 25 25 - 25 25

The margin is now pushed cut to poorer land in ordsr to meet the

demands of progress. Although wages and 13%@?93% have deelined and

much greater as a quentity than in the frontier periods -

e

Rent 20 . .15 \\ 08

S
4 e //

] 2]

Wages and Interest 20 20 20 20 20
The natural tendency, if thé desirabls locatlons are fully utilized,

ie for productive power to accelerate faster than the margin of production
talls, thus sdvancing weges and interest as & guentity although not as a

percentaée ¢f the product. Hbﬁever, another élemsnt, speéulation, alters
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this movement, as we shall see In the next series of dlegrams. A4s
material progress goes on and rent advances, landownsrs tend to anti-
cipate further increases of rent, and to hold land for & higher price

than 148 current sconomic vaius.

The firat comers, knowing that others will fallowg and remsmbering
that where they came from land had & value and that the weslthy class
owned large areas of valuable lend, take more land than they themeelves
can uss. (The disgonal lines indicate land in use, while the dotted

ppaces indicate land held for speculation.)

Rent 1 0
7/ yd
4
‘,E;'o&“.._. A T ’ 7 6 5
“"':“':' :&. -.:‘.J -
Ve
Wages and Intersst 7 7

Thus the next settlers are forced (o poorer land much sooner than

they would have been if land were freely available.

Rsﬁﬁ i 0
N
A 1 1 6 5 A

Wsges and Interest 7 7

The next settlers appropriate in turn more land than they can use.

Rent 0

Wages and Interest 6 6' &
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And so the following settlers are forced ocut increasingly furiher.

{Sinee ne production sctually occurs on “6“jland, the Tigurses for rent,

wages and interest on it are enclosed in parentheses.)
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Weges and Interest 4 4 (4) 4 4

The next dlasgram representa the same situstion as thé last, but
with productive power increased fivefold. The distribution is the sams
as in the earlisp diagram which showed productivs 1ncreasé. However, in
this case the reason for the distribution is not thai the supermarginal
land is ell in use, but that the margin has been pushed out prematurely
due to speculatien. In this illuatration; weges and interest, in splte
of speculation, are still higher as & quantity than in the frontier
- period. But in the advanced stages of monopolistic apeculation, the
rroportion taken by rent absorbs the quantitative increase which materisl

progress has broughi to wages and interest. When the margin is finally

extended to land which is incapable of suppbriing human 11;;, wages and
interest are fixed by the reéquirements of bare subsistence. The land~
cwner has no economic incentive to permit labor and capital any greater
ghare than thst which enables them to survive and keep his land producing.
This 13{wh&t long ago took place in many parts of Asia, Latin America:

and South@fn Europe.
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The final ﬁ&agfam shows what the situation would be like after the
increass of productive power if there had been no speculation, assuming
the same degree of settlement ss in the twe.precedingldiagrambeveThe
margin 1s closer in because the most desirable Zocatlons are being used
instead of merely held. There is the same amount of lsbor and capital
88 in the last disgeamyrbus they are accommodated on better land.

Conseguently, wages and interest are higher, and rent 1s lower.

Rent 5 0
40 - 35 7 30 25 20
/’/ = |
A
Wages and Interest 35 35

We have seen that the lion's share of the increased production whish
materiél progress makes possible goss neither to labor as wages nor to
eapitél ag intersst, but ls taken as rent for land. The high prices
charged for the better grades of land elther prevent producers from using
these lands or take from them, Iin rent, much of what they produce thers.
Materlial progress cannot rid us of our dependence upon lend; it can but

2dd to the power of produeing wealth from land; and hence, when léndsis

monopolized, progress might go on to infinity without increasing wages or

interest or improving the condition of the average man. It can but add

to the valus of land and to the power that its possession gives. Thus,

“Phe ownership of land is the great fundamental fact which ultimately

dstermines the social, the political, and conéequently the intelisctual

and moral condition of & people.” (Pr'ogf:ess and Poverty, p. 295.):E?nabridged]
We may boast of our ffee institutions as having molded into %he

American character the sturdy spirit of individualgsm and 1néependeneea

But, as the great historian, Frederick Jackson Turner,‘emphasized in his

elassic easay on the influence of the frontier, the one thing which more
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than any other econtributed to form this 1ndcmitableVAmsrican 8pirit was
the sxistence of plenty of free land. In 1751, Bsnjamin Franklin wrots:
“Notwithstanding the increase in population, so vast is the terriltory of
North Amsrica, that 1% will require many ages to settié it fully: and
until it is asettled fully, labor will never be cheap here, where no man
continues long a laborer for ancther, but gets a plantation of hisg cwn;
no man éontinues long & jJourneyman st a trade, but goes among these new
settlers and sets up for himself."

But the frontier has now practically venished. There is now almost
no land worth using for which rent must not bs paiad. With the pagsage of
time, landownarship concentrates into fewer and fewar hands, the mergin
is pressed further and further to the point of bare subsistence, and the
conditions of the New World tend to resémble more &and more those of the
014.

There is a véry general impression that it is the capltalist who
receives most of the bsnefits which come from material progress. So

long a8 the digtinction between capital end land is not clearly recognized,

it will not be seen that thqugyanmgixanubyw%hewewnsrship“ﬁf‘eapital to

preempt wealth is relatively slight, while the power given by the
ownershlp of land is exceedingly great. I¢ ig irue that the same indi~
viduai or corporation nay ba, an&_often 1s, both capitalist ang landowner;
which fact 1s largely responszible Tfor the confusion. Often whsn this
eccnomically dual individual or corporation is charged with exploiting
labor, he, or 1t, is denouncsd as g greedy capitalist. But the bower to
exploit labor reaides in the ownership of land, not in ths ownership of
capitalf

Speculetion in Land and in Commoditiss Compared

The narmful results of speculation in land are not paralleled by the
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results of spsculation in labor producﬁso Given free compstition, any
111 effects from speculatibn'innlabor vroducts must be very temporary.
If spsculation in any given product ralses its price, the inecrsesed
price will attract others to the making or the raising of that article;
and this increased production, with free competition in marketing it, will
bring the price back to the normal level. Thsn, too, wealth begins io
deterliorate as soon as produced. If it is not sold after being produced
(ofteﬂ very soon after) it tends to become worthless; thersefore, specu-
lation 1in a labor product can ralse lts price only for a compsratively
short time -- untll competetors can bring similar goods, or other goods
which will answer the same purpose, into the market. 4&nd, if consumers
Pefﬁse to buy at the higher prices set by thée speculator, even this
temporary advantage is lost to him.

Dandzeoncthesepntirary, 1s a fixed quantity. When its price advances,
no one can bring that price down egaln by producing more land! Nor does
lsnd nesd to be solélét éﬁy particular time, for it does not deteriorate
while being held out bfruse -= its value may increase even while unused,

- & phenomenon characteristic of only a few labor producte, sueh as antiques,

which have 1ittle significance invthéctotal economic pleture. Customers
may refuse to buy a labor product when they consider ite price too high,
labor cannot refuss to use land. Therefore any hardship caused by

gpeculation in commodities is trivial in comparison with the hardships

caused by speculation in land.

Some;Enrther Thoughts on Intersest
/ r‘f

T We heave mentionad the fact that wealth begins te deteriorate &s

gsoon as produced. Thqrefore, sinca eaplital is a form cf wealth, & loss
will occur if it is not used. There 1s an apparent contradiction between
this proposition and the proposition that interest is the return for

4

saving.
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Upan’analysis; however, this tontradiction turns out %® be only &
semantlc one. When we sﬁeak of saving capital we dc not mean keeping it
ldle. 4nd when ws spoak of using capital, we do not mean using it for
eonSumption. Although weslth used fop Consumption may have started out
&3 cepltal, 1%t ceassed to be capital when it came into the consumsr's
hands. (Capital Consumed in producticn ig not, of course, used for
consumption. )

But caplital, if used efficiently, doces more than mersly replage
iteelf. When weslth is used in production, it yislds an 8Xcess over its
replacement and the return te land snd labor. This excess 1is interest.
It‘represen@s & return over and above the expenditume of effort, which
the passsge or time. in conjunetion with the dynamie povera latent in life
ltegelf, rewards productive abstinence from consumption. The rsturn may
bs qualitative, as when grape julcs, Properly prepared apd stored intead
of drunk, turns into wine. Op it may be quantitative, as when s cow and
& bull, psnned and cared for instesd of saten, reproducs.

While many things,-it is true, have no innate powaer of Inerease, the

1nterchangeability of wealth necesgarily involves an average between all

‘itswspecies, of any special advantage which accrues from any particular
spsciea. No ones would keep capitalfin ons form when it could be changed
into a more eédvantageous one. "t ig this gensral averaging or ég&wﬁimgﬁ
say, ’pooling’ of advantages, which necessarily takes place where the
exigencies of soclety require the simultaneocus carryling on of the different

modes of production, which glves to wealth incapable in itsélr of 1nereasé

an advantage similar to that which attaches to wealth used in such a way
- funabridge

as to gain from the element of time,™ {Progress and Poverty, p. 185. )/

When one reflescts upon the manner in'which 1ntere§t thus arisses from 5

Saving augmented by the vital forces of nature in the course of time

{and from the exchange of wéalth produced thereBy for ¢thér. 'wealth), one
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is struck anew by the absurdity of the Marxist ¢laim that it conszists of

wagesa which have been witheld from labor.




38

leason v1
Pp. 116-133

inherent préﬁéﬁ%iéy to concentrate wealth in g Tew hands, ang its

ﬁend@ncy to exhibiy periodiec booms and busisg. Gustavus Myers, in his

History of the Graat American Fortunes, & still»influential book
4__b__h___*_m__m____w_m__w_m%_

indicateg that whet, Without realizing 1%, Myers really showed wag

individuals &nd groups, giving them special edvantages in the form of
franchises,
(The Rev. Edmungd A

monopeclies of capltal ana labor, mueh of whieh lgnores tne fact that,
whethep di?sctly or indirectly, L3y apre mainly govarnmentwcreated.

In analyzing ths bPresent economie illé of our 8ocisty, eontemporary
émphasis ig chiefly focused on the role of these two factops, In
tontrast, the Tactor of land receives gcant sirgss in current diseussion,

Yet, as we have s&en, CGeorge demonstrateq the radical importance of thie
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In dealing with the enigma of poverty amid advancing wealth, George
addressed himself to the phenomenon we call deprsssion, and, while not
denying the existence of othser contributory reasons, located its most
basgic causs in moneopolistic land speculation. Such speculation forcaa.
rent beyond its economic level, as land owners demand the fruits of
future preduction in the present. Finally a point is reached where what
ie demanded in rent is more than the land can produce if any incentive
is left for the application of labor and capital. Entreprensurs are
unabile to continue production on these termes, and the result is a
glowdown in sconemic activity. Thers is a reluctance to invest in
productive enterprise, precipitaeting mass unemployment, With masae
unemployment comes & shrinkage in purchasing power, leading to further
slowdown in production and still greater unemployment.

A study of America‘’s biggest panics and depressioms (1837, 1857,
1873, 1893, and 1929) indicates that all of them followed psriods of

inflated land value. (Cf. Homer Hoyt, One Hundred Years of Land Values

in Chicago [Chicago: Uﬁiversity of Chicago Press, 19%31.}) However, .

gimost four decades have now passed without a depression. Thizs is

undoubtedly due in pert to the fact that during much of this periecd the
économy has been stimulated by military spending. It is also due to
certain deliberate sconomic policies employed by government. But thsae
policles may be only tempcrsry in their effect, postponing the collapse
tc an even more catastrophie day of reckgning. |

In the light of our study eof the laws of distribution, let us now
examine some of the major solutions to the problsm of poverty which havse
been and are currently being advocated.

i. Economy in Government

&ny reduction in the amount taken from tha'aggregaté produce of the

?



