LAND AND FREEDOM

1. OPPORTUMITY COSTS

This is a series of seli-contained lessons in the study of CONOITHICS, with activities as highlights, which can e yged
with any high school economics classroom insiruction.

Authior, Ted Ehrman, Tes

Eronomic Consufiant: Stan Fubensisin, Director, Henry CGeorge School, MY
Theme: Economics s the study of how society makes cholces sonceming the use of its
rEsSOUreSs,
Sub-theme! Opportunity cost is the valug of the thing not chosen in any decision. | is the value of
ihe thing one gives up by making a chaice.
Background: e next page.
Doncepis: = FEEOUNCES

opporiunity cost
= public funds
fand speculalicn
< urban sprawl

E

Performance Objectives: Students will be abie 10
. research the cost of a coliege education
« evafuate a chari on a local budget
» write an essay on siip minng

flelsted Texts: < The American Economy, Houghton fiiitiin, ch. 4
« Fconomics, Merrili, ch. 2
. Feonomics, South-Wastern, ch. 1
- Economics of Our Free Enferprise Systerm, MoGiraw-Hil ch. 4
« Economics Today and Tomorrow, Harper & Fow, ch 1
o dpwitation to Fconomics, Scott, Foresman, oh

aosons are published in the public

Because loday's world demends a befter Grasp of soonomics by afi, these |
interest by the Henry Georgs School

Henry George was an economist ard phitosopher whose tand reforn ideas have been adopled it farny Dars of
Austrafiz and Mew JTealand, as well a5 0 Fennsylvania's mafor Cil inciuding Pitishurgh. Land 1 2 gift of nature,
according to George, needed by afl and 0 be shared by &l nol by just a few.

i

The Henry George School, a non-profi seademic institution, was founded in 1932 and chartered by the University of
the Siate of New York. Besides its headquarters in New York, the School has affiiztes in Phifadelptia, Los Angeles, Saa

Francisco, Long lstand, Bosion, Chicago and the Dapninican fepubiic, and state coordinators in over sight stales.

Henry George School
121 East 40ih Streat, New York, MY 1005
(212) 882-8020
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andcapital, Human nature telis us that people 2lways seek to maximize benefiis and minimize costs, This
principle of human nature reveals imporiant information about how people spend money.

Rvery econoimic choice one makes dentes another choice that could have beenimade. For example, if
awoman has §5, she can either buy lunch with the money. or she can go to the movies. if she goes to the
movies, she gives up the pleasure of lunch, 1 she eats lunch. she gives up the enjoyment of watching the
movies. Iy a decision ke this, the value of the thing given up is defined as opportunity cost, The person
making the decision musit decide which cholce creates the least opporiunity cost. This will raximize
benetits (pleasure) and minimize cosls (Gacrilice).

Saviety as a whole also inours an oppottunity cost when i decides 1o use ite resources for 2 2 paricular
purpose. Government decisions on tax policies and spending for public goods influence how soelely usas
s resources. For emmp?a swemimg public funds i build & bridge means that we cannot use thai same
marey o build a dam. The opporiunity cost for building the bridgs is ihe 1oss of the dam that would creste
hydroelectric power and fiood control. i we build the dami, the opportunity cost is the loss of the bricine
which wotild reduce the cost ot fransportation and save energy, labor time and capital in commercial jobs,

Government policies concerming land also create an opportunity cost. Land spectlation is fhe
practice of noiding land out of use to sell it for & profit when land prices rise. Sometimes land speculaiors
borrow money tobuy iand. The loan money, which could have goneto g productive business, goes instead
o a speculator who will hold the land idle and produce nothing of value.

Larid spacuiation creates a great opportunity costio society. Financial resources are tied up in land,
while potential jobs and the production of new wealih are discouraged when land is heid idle. This does niot
allow seciety to maximize its resources i the production of wealih,

Wher lznd is held out of use in cities, consiruction companias are forced (o seek outland for nesing in
suburbar communities, If land is also held out of tse by speculators in thess areas. buiiders must move
further out 1o rural areas. The opporiunity cost of this urban sprawl reveals itseif in increased traveling
expenses, higher uiiiity cosis, more road coramr!,j{;iiﬁn and higher housing prices. In addiion this fends {0

premaiurely destroy iarmland. since the land is more valuable for home sites than for fnod cultivation

A study of opportunity costs shows that, in economic decisions. the smartest choices are those which
peneflt socisty as a whole. Future consequences of any decision must aiso be considered to minimize
Costs and mgxirmze benefis.



Aotivity § - Backgrovnd ueslions

it you give copies of the "Background” o your students, piease have them answer the initowing

Fa

sy

b

-4

2

What are resouree
Explain and give one example of opporturiity cost.

How does and spectiation oreale an opportunity cost?

s there a conflict between the land speculator and society? Explain i terms of opporiunity cost,

What are some of ihe sitects of urban spraw!?

Activity # — Besearching Losts

Chao
appropriate college catalogues. Look 1 the foliowing costs:

e

se three colleges you would like o atiend. Vislt your guidance counselor and ask for ihe

. hntion expenses

vl expenses
books

. iravet
Cnterest on ansg

miscellansous

Mow that you have an idea of the cost of & college education. decide what ciher things you could do
with ithe money.

P

1 you put it i the bank, how much interest would it sarm over the course of a litetime”
i vou wenl to work for those four years, bow much could you earm?
It you startted a business, how much couid you earm with the money?

Hevar vt

s coold you sarn if all your college money was vasted in the stock market?
s

YWhat type of job do you expect to get when you finicn college? How much will it pay

i vou do not go ta college. what kind oi job will you expect fo get? How much wili 1t pay?

Are there noremoen education which ouiweigh ihe opporun-

ity cost of the moy

ary benefits inobiaining & college
y spent?



OPPORTUMITY COBTS
HAothvity 8 - Locsi Goverpmen? Biadgel

‘*f’f‘v ?“sam b cmx»ﬁa ﬁ:;y ihe counci of qwe aors o u?dw up 2 gf{;pmé o Dudigest oy Jdit e«rai‘j ir"za":a":;i
nemfﬂ ve pf"fwi,s: wgl! y%nli ‘mm ymj dacision t@ hmg@ a‘pa ndmg paﬁﬁrz i at"h uncgrt Pe GW; p!m@e Wiif&?‘
m your choioe for the amount of the budget (in %) to be spent on each ltuﬂ (Last year's gmounis are
lsted s Then list ore positive and one negative efiect of your deaision,

State and Local Goveinment Expenditures Proposal

YOour Ong Posilive One Megative
Expenditures (%) Decision (%) Gain Hesult
Cducation A5.0%
FPublic Welfare 13.0%
Highways B.0%
Hospitals 7.0%
F%}Eicm ‘ 4.0%

Parks & Becragtion 6.0%

Fublic Transit 5 (%
Public Housing 6.5%
Cithers 16.0%

Activity IV — Writing an Essay

Head the excerpl below on stng mining and then write a two hundred word essay describing the
apporiunity cost of stip mining. In the essay, wiite a paragraph explaimng how each of the ioliowing has
been efiecied by strip mining:

individual worker
worker's family
lecal inhabitants
farmers

STRIP MINING — Coal is deeply woven i the story of Appalachia’'s poverty. Underground coal
fmirdng hit a peak after World War 1! (183049 945)‘ Marnv Appalachian men worksd in deep pit mines wheare
nanow shails were dug 1o reach the coal. in the 197 0@ the mining companes began strip mining. This
new method, instead of digging tunnels used huge machines (o soraps wide but shaliow hoies inthe hiillside
i lay bhare the coal.

Many minars tost their jobs. Some moved 0 large cities (o icok for work, bt most stayed. There were
few jobs for them, howeaver.

Stng rining nas wounded the land of Appalachia as well gs the people.  SBirip mizing tears off the {op

soil - the fichest soil — and leaves the hillsides bare. Haing wash away what soilis [oft. Esch vear abont

2,000 or more aoves of land are scarred by slip mining. A few mining companies cover up their culs, but
many move on and leave the damaged land behind,




ECONOMIC STUDIES

2. FACTORS OF PRODUCTION

This iz 2 senes of self-contained !:Vge zinthe study of economics, with activibes as highlichts which can be used
with any high school economics dassroom instruction.

Authior, Ted Enrman, teachsr, Oceansids:, MY

Ef::un@rmc Consuliant, Stan Hubenstein, Director, Henry Georae Sehool, MY

Theme: The faciors of production are combmed o produce wealth,
Subr-lhemne: Land, labor and capital are the thrae factors of production.
Backoround: See naxt page.
Longepts: « fand

¢ iabor

© canial

= factors
¢ WAnagement

FPerdormance Objectives: Shudents will be able to:
« analvze a reading on the fagtors of production
» trace the production process in items of wealth
« clagsify terms as aither land, labor or capiial

Hetated Texis: - The American Economy, Houghton Miffling, ch. 4
« Foonomics, Merdll, ch. 11
« Eoonomiics, South-Western, ch, 8
« Econornics of Our Free Enterprise System, McGraw- H't! ch. &
= Foonomics Today and Tomorrow, Harper & Bow, ch,
« Invitation fo Econorpics, Soott, Foresman, chs. 1, 10

Hecause foday's world demands a beffer grasp of economics by all, these lessong are published in the public
irterast by the Heory George Schook

Herry George was afi economist and philosonher whose land reform fdeas have been adopled in many parls of
Austrafra and Mew Jeafand, as well as in Pernsylvania's major cifies, Including Fittsburgh. Land is a gift of hature,
according o George, needed by aff and to be shared by all, not by just a few.

The Henry (E‘eﬁr“" Sehool, & non-profit acaderds ingiifution, was founded in 1932 and chartersd by the University of
the Stade of Mew York. Besides its headauartars in New York, the School has affiiates in Philadeiphia, Los Angeles, San
Francisco, Long fsland, Boston, Chicago and the Dominican Repulbdic, and stale coordinators in over eighi siales.

Henry George School
121 Bast 30th Shesl, New York, MY, 10018
(212} BBG-B020



Land, labor, and capital are the ingredients which people use © produce goods or wealh, and aie
sometimes referred 1o as "factors of production” or “productive resources.” Each farctor iz important and
plays g unigus role in the production of goods,

The firat factor, fand, s necessary o the creation of waslth, Land is defined as evaerylning in the
universe thal is nol created by human beings, Alr, sundight, forests, sarth, waler and minerais are all
classified as land. Land differs frore labor and capiial because it cannot be increased as can labor and
capital. ltis a passive bt necessary taciorn, Labor usas capital on Ez:md to produce weallh, Every iangitle
good is made up of the raw materigls which are land.

Wealih iz defined as those tangible goods, oroduced by labor, whilch have exchange value and directly
satisty human desires. Capital iz weslth which iz used 1o produce more wealth. A hammer, 2 screwdriver,
and a saw are used by a carpenter o make & fable. The table has exchangs valie, The truck which
delivers the table o a retail store, the hammer and other (ools are aliiorms of capital. Labor uses the capital
{saws and trucks) on land (the ress which become the wood for the takie) 1o produce waeslinh,

Sociely’s siock of capttal goods can increase if the factors of production are used fo creals caplial, In
oroeric oreale capital, socisty must decres oduciion of consumer goods.  Decreasing consumplion o
goeds mnoreases savings, (If money is not spent, 1t 15 saved.) Sawng the factors of production means
creating atool or armachine. This capital can then be “spent’ to produce additiona! goods or capital. Cap

tol makes inhor more rurr&sé; s A c:z:wgraf*; machine can hﬂig‘*& a seamsiress in sow ion tmes s fast Ine

creased oroductivity, thiough the use of capital, creates a higher standard of living.

Labor is definad as the human effort involved inthe production of goods. Labor inciudes hoth physicai
and mental efiort. Designing the sewing machine and then vsing i are both forms of labor. Managemeni
13 also atorm of labor, The manager of a grocery store 18 paid for hig labor. The owner of ihe store may
work behind the counter and receive a retum {paymsant) for 1abor, but also for the capiial he owns and the
iand he rents. His return is miked. It comes from all the factors of production.

Labor has also been defined as “human capital” because it inciudes skills which heip to make |
productive. Investmenis i education o job training are referred to as investmients 1n huran capiial
becauss they help labor's productivity to increase. However, labor is not like capital. Labor can still

produce wealth without capital. (Feople can pick flowers or catch fish with their hands)) Capital is a
shysical object which can produce nothing wihout labor,

The
must work on land and needs fand 1o transiorm 1 inte ine goods we want and need.

factors of ;“’si‘f‘at“fius‘:ﬁf}a are Interdepandent. Cagital heips ahor 1o produce mote wealth, Labor




Aotivity | — Background (uesiions

lf you give copdes of the “Background” fo your students, please have them answer the following

1. Whnat are the faciors of production?

o

Briefly defing sach factor of production,

Lk

Why are the factors mierdependent? Sxplain.

4. Whal is weahh? Give an example,

5 Why is land considered a passive factor of production?
& How do capital and labor ditfer from land?

7. Bow doess society creals wealih?

Aotlivity 1 — Anslyring the Factors of Produciion

Eoonomist Alfred Marshalt exerted much influence onthe Biritish, inthis excerpt from his Principles of
Economics, Marshall speaks aboul the factor of land. H@ amphasizes the role of manager and arganizens
withins the Iabor sector

e

Land iz on a differant looting from man himsslt and those agents of preduction which are made by

mian; among which are inciuded improvements made oy him onthe kand #salfl. For while the supplies of all
gther agenis of production respond in various degrees and various ways 1o the demand for their services,
land makes no such response. Thus an excepiional rise in the earmings of any class of labour. tends o

increase iis number, or efficiency, or both; and the § Incronse i sunply of efficient work of that class tends to
cheapen the services wihich itrerders (o the commuonity. 1 the increase is in their numbers hen the rate of
sarnings of each wilt tend downwards towards the old levei. Bt if the inicreasa is m thelr efliciency; then,
irough they wilt orobably sam more per head than before, th
national dividend, and will not be af the expense of ofh
regards capital, but it is not rue as regards land.

gain i theim will comie rom an increassd
e as

i of production. And the same i3

Fleass answer the following guestions:

i Whnat is the ceniral thems of this paragrs
2. What s rmeant by "land makes no such resocnse™
& According o Marshall, what is the relationship between land. labor and cag
4. Marshall, in another portion of s ook, slates the
;C?Gif‘!i of view of i‘h@ manidacivrer. s s g o0
Lo Give other examples of how capital and land 2




EACTORS OF PRODUCTION

Activity I - Tracing e Production Process

are & list of 10 examples ot wealth.  Then give examples of the corresponding land, labor and capital
used ‘?P produces this weslth, Twe items are given as examples,

Wealth Laid Labor Capiial
1. @ house a bBuilding ot archijact ooncrete
2. auomicbile iron are enginaer robot

Activity IV — Uipsaifying Terins

W that the dern

j!”&fd 1 1 aae by HtEes ’EF“"&%""E éim: |nr~3 Foiy

L ]

pelongs n fal iv of the categories, piafx it

@i ca apiple pis schooi bus river money
szlesran savings bood typawriter slave forest
stors owner FPres. of GM air computer wild hoar
faciony teacher Hres flowers

Land Labor Capital Mon-apuicable




ECONOMIC STUDES

3. ECONOMIC SYSTEMS

This s a series of sell-contzined lessonz in the study of econormics, with activities a2 highlights, which canbe used
with any high school sconomics classroom instructian.

Authior: Ted Fteman, teacher, Oweansida, NY
Eoonomic Consuftant. Stan Rubensiein, Direcior, Henry George School, MY

Theme: All economsic systems atternpt of solve the basic sconomic problem of providing
people with the matenial things they want and need,

Feubs-thems: Traditional, market, command and mived sconomise represent different approaches
o solving this economic problem.

Background: See nexi page.

Concenis: o Tradmonazl sconomy

» market economy
©COmmand econory
*8CONOMIC sysiams
= Georgist economy

Ferformance Objectives: Suidents will be able o
= crifically read an xzwg dizcussing command ceonomy
+ analyze school services and distribution of goods based on sconomic wateﬁ 1%
* evaluate faclors and distribution of production according J o coonomic sysis

ey

Flelated Texts: < The Amearcan Econemy, Houghion Mifflin, ch. 19
« Economics, Merill, chs. i, 16
= Economics, South-Westermn, oh, 2
= Economics of Our Free Enterprise System. McGraw-Hill ch. 17
¢ Economics Taday and Tomortow, Harper & RBow, ch, 2
< Invitaiion to Foonomics, Scoit, Foresman, ch 6

Because tndav's world demands & betier giasp of econumics by all, these lessons arg published i the rysbfie:
interest by the Herry George School

Herny George was 25 economist and philosopher whose land refony ideas have been adopted i imany parts of

Auvstralia and New Zealend, as well a3 i Perns yhvarnia's major cifes, including Pifisburgh, Land iz a ot of nature,
according o George, needed by all and to be shared by afll, not by just & fow.

the C}?af@ f?f New Yfﬁfﬁf Ses:df-% i h@aclqgmn’fr“l New York‘ r ;
Francisco, Long fsland, Hoston, Chie a0 and ihe Dorminicar

ﬁ%@m’y Beorge School
el Bast 30th Street, New York, (Y, 16
(212} 583-8020



Econoimic systemns differ in the methods they use 10 solve ths problems of produchon and distribution
ot goods. Aneconomic sysien isas iuf roles, guidelines andinsittiional values. 188 main purpose Isio

I SCONOMTHC ;}rmble‘*

serve ﬂ’]é“ ba

mig of unlimited wants wih limited resourg E;mnu ric sysiems solve

e il s ey
Ly asts

f:;?usi@ How stould these qooas be ocls be prwu{:esﬁ?

Irs arewaring these guesiions, each g {':!%4%3! st make value dgemenis concerning {18 needs. The
guestion of what 1o oo duf"- st o arcount the fype of gocds a S0k ’z*wa' wts and iz best able o
produces. For sxampls, a socisty i“’*u‘s‘i f‘* sde whgther il iz better 1o produce beal or bread (o sabisfy s
reed for food,

e

Sirrilar questions exist for the "how” of production. Society decides what percantage of land, labor
and capital o use In production. For example. should shoes be made by hand or by machine? Sociely
must also decids who will cordrol the use of capital, labor and land. How much each factor should be paid
ior itz contribuiion © production is ancther valus udgemeni made by society,

Decsions musi be made as 1o who will receive the finished consurner goods. The digtribuiion of those
Goods will be based on the conmtnbubons of land, labor and capitai, or on the bam@ of nesd.

A traditional sconomy is charasterized by 2 fesiing of loyally 1@ the past. Custom, habil, religion, law
and other culiural values defermine ihe what, how and ff}r whom of production. in a fradiiona! economy,
raethods of prm uction are handed down through the generations. Concepts such as iand ownsrship and
SOOI BCONOIMIC class are basad on cusiom, Pre- €§/{mi§{'§€] values and customs ff‘“%i‘ﬁ the bamg for economic
decisions. This type of econony 13 usually found in primitive socielies whers fitual ang cusiom play an
mportant role. Thus, new ideas and change are discouraged.

g market soonomy, ree enterorize and private ownership of the factors of production (land, labor
and capital) g the rule. Individuals are free o enter any business venture they wish, They decide | hows 1o
& iheir available rescurces, Self-inferest motivaies business people o compete, Competition for con-
sumners forces each lo sell the best quality goods at the lowsst prices. Buyers and sellers operate by the
lawe of supply and demand,

The command sconomy & characienzed by governmerd ownership or control over the Tactors of
production. Insiead of market iorees determining the what, how and for whorm of production, the govern-
ment is the exclusive decision maker. Through the use of central planning committees, decisions o
produce specific goods, methods of production and the distribution of products are made. Aithough we
tend o think of a commarnd economy s exisling in aiotaliaran govermment, as in the Sovie! Union, there
are elements of the command cconomy in the Uniied Siates,

LIRS

Georgism, or the economic system advocated by American eoonomist Henry George, combines the
freedom of the markel economy with the social responsibility of the command sconomy. Laborers are free
o chivose their own Jobs and capitat owners are free (o seak their own rewards. All are paid according o
their contribution o produciion, Land, however, though privately owned, is considered a social resource,
gl the rewards of fte ownarship would be paid accordingly — o the community,

Each of these systems attempis o solve the probiems of production sn distinbubon of sociely s wealh
wy different ways,



Activity | - Backround Ouestions

oy

queshons:

e

What iz an economic svstem?

2. What are the basic sconomic auestions addressed by an economic system?

S =1
3. Bristly describe each of the economic systens discussed,
4. Explain George's sroposed sygtern,

5. What economic system do you live under? Expiain,

b

8. Compare George's economic philosophy with the market, command and traditions? systems.

o34

Activity i — Exploring the Command Economy

In the foliowing excerpt from Foad to Setldem, Friedrich Havek criticizes central plarning in he
command economy.

15 e exsggeration to say hai if we had had to rely on conscious central planning for the growihof our
Indusirial systern, it would riever have reached ihe degree o differentiation, complexity, and Hexibility it hias
aftwined. Compared with this method of selving the econormic problem by means of decentralization oius
automatic co-ordinaiion, the more ohvious method of central ditsction is incredibly clumsy, piimisive. and
irmited inscope. That ihe division of labor has reached the extent which makes modern civilization possitle
we owe 1o the fact that it id not have to be consciously created but that man tumbled on 2 method by which
the division of labor could be extended far beyond the limits within which it could have been planned. Any
urther growth of its complexity, therefore, fai from making central direction more necessary, makes it more
imiporiant than ever that we should use a technique which does not depend on conscious conirol.

After reading the excerpt above, please answer the ioliowing quesiions:
1. What is the ceniral thems of Mavek's discussion?
£ What is meant by “conscious control 7

3. How valid is Havek's criticism of ceniral pianning?

4. How would you gather svidence 1o gupport the validity of this argument”

o Cile two exampte of how your lite is governed by a commarnd coohiomy system, and two for a
markel economy,



ECOMOMIC SYSTEMS

Agtivity Hi - Evalyaiing Goods and Services

Haiow is a ist of school sarvices and goods distributed io studenis. Have siudenis st all Hiems on a
sheetof paper. Alter each e, indicale whether it s disiibuted according to the iaws of raditional, market

or command economy. Then compose an essay suagesting aliernative ways for three of these 1o De
disiributed.

Courses: Driver Education, English, Social Sudies, Foreign Language, Math, Study Haill Compu-
ters, library services, parking spois, lext books, lunch programs, remedial help. social work services,
tutoring services, review books, laboratory equipment, class rings, year book, school dances, school
foothall games, membership on an athlelic team, school newspaper.

Aptivity WV — Charting Economic Systems

m
}
s
@D
o
e
ot
"
&

Fillin the chari to explain how Command, Market, Traditional and Georgist economic syst
fiens below,

Command Traditional Market Georgst
Land ex govemment privalte of private private
wied govermment

Wages

ntorast




LAND AND FREEDO

ECONOMIC STUDIES

4. SELF INTEREST

This s 2 series of self-contained lassons in the study of economics, with activities as tighhghls, which canbe used
with any high school economice classroom insiruction,

Author: Ted Enrman, teacher, Oceanside, NY
Economic Consuftant: Stan Fubensiein, Dirsctor, Henry Georgs Schaool, NY

Thame: Self interest is a motivating force in people’s economic behavior,

Sub-theme: There are a number of different tuman behaviors which indicaie that peopie maks
choices based on selfl interast.

Background: Bee next page.

Concepts: « Self interest

¢ Dure market

« competition

o bargaining power
= subshites

= weghh

Performance Objectives: Siudenis will be abie to-
¢« analyze pnimary sowces
* examine the economic behavior of individuais
ise a survey apbroach 10 explore self interest

&

flglated Toxts: The American Economy, Houghion Mifflin, ch. 17

= Eeonomics, Merrill, ch. 1

© Ecohomics, South-Westem, ch, 2

¢« Economics of Our Free Enterprise Systen, MoGraw-Hill ch. 7
« Economics Today and Tomorrow, Harper & Row, ch. 2

© Ivitation o Economics, Scol, Foresman, ch. 2

Hecause todav's world demands & baiter grasp of economics by aff. these lessons are published in the public
frierest by ihe Herry Georpe School

Hemy George was an sconcrmist and philosopher whose tand reform ideas Rave heen adopled i many paris of
Australia snd New Zealznd, as weli 55 in Pennsylvania’s mzjor oites, includig Piitshburgh. Land s 5 gt of nefure,
according to George, needed by aif and in be shared by &l not by just g few,

The Herry George Schnd, & non-proflt acadermic instiiution, was founded in 1932 and charerod by the Universiy of
the State of New York. Besides its headguarters in New York, the School has affliaies in Finladelphis. Los Angeles, San
Frencizco, Long lstand, Boston, Chicago and the Dominican Fepublic, and state coordinators in over sight siales,

Henry George School
129 Bast 30th Street, New York, Y. 10016
{£12) 889-8020



“ou think you are halping the economic syatarmn by yvour well meaning laws and interderence. You are
not. Lethe. The oil of self interest will keep the gears working in almost miraculous fashion. Noone need
plan. Mo sovergsign need rule. The market will answer all things.” — Adare Bmith, Wealih of Nations

In economic ferms, self interest means that each person puisues & specific economic activity which
will improve Rz own iife. A producer of goods wants most o Increases ?1;@ own wealth, Hemes o makethe
iargest possible output using the smaillest amount of land, labor and cabital.

Consumers, oo, are influsnced by seff interest. They want the best product and the most saiistaction
for the least cost and effort. Therefore, lower prices can easily effect consumer choices. This tug-of-war
between producers trying to maximize income and consumers looking for abargain helps ic creaie the best
possible product at the naht pric

Self interest works best in a pure markst econory. n the ideal staie of g oure market, compatiion
would work perfectiy to produce products of the best quality and price. Consumers desires could always be
fuliilled. in e pure market, the large number of producers would not be able to iniluence prices untairky.
Consumers wouid be fres 1o choose hetween many substitite itams of varying price and auaiity. Vast
Aumbers of producers would be unabie o band together to changes prices.  Pure competiion, motivated by
salf interest, would insurs the best services and products sl the best prices.

However, since our econoiny is less than perfect, the advantages of sell inferest are harder o ses
the real xfmrld, !m{}me and weaith are not distributed equally. Conseguently, Doih consurmers and
producers can use their bargaining power to alier the sifuation unfairfy. Producers can refuse 1o pay
waorkers atdequats wages, or can increase sharply the prices of their products. Consumers can make
urnaise choloes in whaa ey buy due 1o wiong mfwmanw

The alternative to seif interest is 1o have society (government) make decislons for e welfars of all iis
citizens, Very often pubtic works projects are taken on by the locad or federal governmenis because mnvat@
companies wili not build roads or dams {or the whole commurnity. This would conthict with their own selt
interest since the project would not gensraie more wealth for them. In the 19308, the Tennessee Valiey
Auihority built several dams along ihe Tennessee River. This project created low cost eleciricily and flood
control. The work benefified ali residenis: the government paid for the project cecause piivale indusiry
would not.

b ihe real world, both consumers and producers may make decisions which may hanm society as a
whole., Decepiive advertising may enbance the producers’s wealth, bul does 1 promoie the good of
society” Advertisernents for sugar-coated candies appeal to children, but eafing too much sugar is bad oy
ong's health, And what aboul ads for cigareties?

Consumers are molivated by many needs. For example, a drug addict may steal money 10 buy
a‘jrugwu Lo tas actions contrnbute to 2 better socigiy? !tbougﬂ sell intarestis an wmpotant balancing force
between the producers and consumers of w&aaﬂ' ndrddiual cholces do not alwayvs bansti sociely as

whole, Uneven bargaining power and poot or u informed consumer cholces distort ths economic Drooes
mctivatad by a mora! s terest,

“} 539
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Activity | Background Cisestions

I you give copies of the ‘Background” to your students, please have them answer the following

oieations
CGHiennong

1. What iz meant by self inierest”

ro

What is in the sell interest of a producer? A consumer’?
3. When does self inferast work hest?

4. When does self interest harm society?

[

To what degree, i any, should self interest be regulatad or controlled?

Activity Hl — Heading Adam Smith

Read the following excerpt from Adam Smith's The Weafth of Nations and then answer the quesiions
wihich follow.

+r

ual, therelore, sndeavours as much as he can both (o employ his capital in the suppaort
of domestic indusiry, and so in direct that industry that its produce may be of ihe greatest value: every
indwviduzl necessarily labours 1o rendar ihe annual revenue of the sociefy as great as he can, He
generally, indesd, neither niends o promote ihe poblic interest, nor kinows how much he is promoting
it By prefering the suppont of demsstic to that of foreign indusiry, he intends only his own security: and by
dirscting that industry in such & manner as its produce may be of the greatest value, he intends anly his

Ags evary nd

owngain, and he isin ihis, agin maiy oiher cases, led by aninvisible hand to promote an end which was no
partof tis indention.  Nor is i1 always the worse for the society that it was no part of it By pursuing his cwr

inizrest he frequertly promates that of the sotiely more effectually than when he reclly frilends o promeote
i have never known much good done by thoze who aifected o trade for the public good. i is an
alfeciation, indeed. not VETY Common among merchanis, and very few words riced be amployed in
dissuading them trom it

1. What is the basic idea Smith corveys in this reading”?

2. Whais the funciion of self interest?

3. How doss Smiith see self intersst helping the public?

4. Give one example of how a merchant or shop keeper's self interest heips consumers.

v Give one examnls of how

LGRsAEIST S seling

WS o merchani or shop keeper.



SELF INTEREST

Aetivity H — Anslyring Econcmic Behavior

Divide the ciass into five groups. Assign each group one of the five occupations liste i the
charf. Each group should discuss the sell interest of the person in that occupation with rega s 10 price.,
safety, dorabil ity, fashion and competition. After ten minutes, one member of sach group should be
prepared to make a bwo-minute speech on ihie group's findings. The class should fill in the chart with: self
interest views for each pocupation discussed. The first iters is filled in briefy as an example.

SELF !FJTF&F”“ CHART

ganment th;mﬂ reta cloth il

wirker manuiaciurer COTBUMET merchart oparator

price/oost high wages iy cost low e cost oW Cost
high price price high price high price

spteiy

dhsrability

fashion

cormpetion

After completing the chart, describe, in a short paragraph, how self interest helps soclety function beiter,

Aotiyity IV — Surveying Students gnd Teachers

Divide the class into two groups. One group will Interviews students; the other willinterdew is—:&a;hw‘v« Have
each siudard inferview hiee people and ask themn several questions such as the foliowing about seff interest.
1. What self interest motivates vour actions?
1. How does your own seli interest help the school?

;% In what ways do your self mterests run contrary 1o the interests of the school communty’?
. How does your self interest effect your peers?

Then have the students summarize their resulis by filing in the following chart.

Student or

Teacher (Oisactives Helps the School Harms the School
Students

cxampie:

Bigher grades betier studeants encourages cheating
Teachers,

Siude

should De ENCOUTATES CORYING
haind In homework prepared for ciass hormework
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ECONOMIC STUDIES

This is & series of self-confained lessons in the siudy of economics, with activities as highlights, which can be uzed
with any high school economics classroom instruction,

Authior: Ted Ehrman, isacher, Ocaanside, MY
Economic Consultant: Stan Fubensiein, Director, Henry George School, Y

Theme: Modern socialism developed from the effects of the indusirial FHevolution.
Bub-theme: Marx stated that the class stroggle was a result of poor geonimic condiions.
Backgrousd: See next page.

Concepts: ¢ industrial Bevolution

° clags struggie

= means of production
« profits

= fechnology

Performance Objectives: Students will be able to-
© analyze a reading from Das Kapitatl
* distinguish between fact and opinion
© research iabor condiions in several countrics

Related Texis: - The American Eeonomy, Houghion Mifflin, ch. 17
o Economics, Merill, ch. 12
+ Economics, South-Western, ch, 6
* Economics of Our Free Enterprise System, McGraw-Hili, ch. 2
* Economics Today and Tomorrow, Harper & Row, ch. 20
* Invitation i Economics, Scott, Foresman, ch 16

Because today's world demands 2 better grasp of economics by all, these lessons are published in the public
interest by the Hemy George School

Henry George was an econormist and philasopher whose fand raform ideas have heen adopted i many parts of
Australia and New Zeaiand, as webl as in Pennsylvania's major ofties, including Fitisburoh. Lamd s & gift of nature,
according o George, needed by alf and 1o be shared by all. not by just a few.

The Heryy George Schoof, a nor-psofit academic instiution, was ounded in 1932 and chaterad b Bhe Urdversity of
the State of New York, Besides its feadaquarters in Mew Yook, the School bas affiiates in Fhitadelphia, L.os Angeles, San
Frarcisco, Long Isfand, Boston, Chicago and the Dominican Republic, aod staie coordinsiors in over glght stefes.

Hoenry George School
121 Easi 30ih Street, New York, WY, 10018
(212} 889-8020



CLASS STRUGGLE

The Industrial Revoluiion dramatically changed the way society produced and digtributed ids growing
output of goods and services. As business owners moved from a labor-intensive method of productionio a
machins-iniensive maihod, capral changed irom ff;r;";allw%“alaﬂ *umanmpi}wered devices io steam-powered
rngchings - digtribution. The
consumer market became Hooded with marchandise whlch f:izered dc:wm o m” ievels of soclety,

able o produce milliong of units a3

Sociaiism was born ag a pessibie solution 1o the il sffects of this new fechinclogy. Crowdead Gilies, poor
working conditions and subsgistence-level wages created an snvironment for reform and radical changes.
Karl Mar: viewed the conflict betwesn the capitalist and worker as 2 class struggle, 2 war that has been
fought throughout Mstory.

Marx claimed that capiialists, who owned the factors of production (land and capital), forced workers 1o
labor at subsistence wages. Workers created all wealth, but capitalisis received most ot 10 Workers
earmed barely enough money o survive.

Capitalisis were able {0 exploit workers because they own both capilal and land. Marx referred 1o
these factors as the means of production. By reducing fabor in favor of more capital, the capitalists’ profis
fell. He was torced w0 exploit the workers on a leiger scale. Women and children were brought into the
factones, and wages 2l below the subsistence level

Urban workers were dependent on factory owners for their iobhs. Marx believed that indusinal
gxpioiiation of wban laborers would iead 1o & revolution aimed at the overthrow of capitalism. This
revolution would be started by the overworked and underpaid city workers,

In Marx’s theory, the concept of class is defined in a general way. The capitalist is the person who
owns the means of production. The worker owns only his labor, but the forces of capital and labor are
interdependent. The complement each oither. A laborer must workc in order o urn capital and lard into
wealth, Capital cannot produce wealth without labor, and iabor produces less easily without the vse of
capital. Mothing can be produced without the raw materials and building sites which are land. Thereiors,
today's nigher standard of living is ihe restlt of natwire and technelogy mared (o a nighly trained and
educated lator force.

There have been many instances of revoiutions which pit capitalist against worker in the tradgrbonal
Marzisi “class struggle.” Communist revaiuiions have tended 0 be move suscesstul in societies where
land ownersivp has been concenirated (with a few families owning maost of the land). The redisinbution of
?”if*{‘f helpﬂn m rwi iﬂbuim the c‘;aur‘atry s ava:iab!ﬂ waalih. China, {L‘ubd and I‘é.r:amg;ua iustrate that rural

?%%ﬁ imj S*riul ac»(;!ra?nm

i

Irs s theory of class struggle, Mark nev fuliy distinguished mi een tand and caplial. Having faled
te maxe that distinction, he may have misread the historical interdepsndance of labor and capial



Activity |

CLASS STRUGGLE

~— Background Ouestions

I you give copies of the “‘Background” to your siudents, please have them answer the toliowing

auestions.
2

How did the Industrial Revolution effect the ways goods were produced?

- What did Karl Mary mean Ly "class siruggle?”

What are the means of production, according to Marx?
Is there a class siruggle foday between laborers and captalsts? Explain

What is the role of jand ownership in this struggle?

Activity i — Heading Das Kapits!

The following is 2 reading from Das Kapital by Karf Marny.

T

e character of creditor, or of debtor, reaulis fere from the simple circulation. The change in the

form ot that sirculation stamps buver and sefler with this new die. At first, theretore, these new parts are
st as fransient ang alternating as those of seller and Buyer, and are inturn played by the saime actors. Bui
the opposition is not nearty so pleasant, and is far more capable of crvstallization * The same characters

can, however, be assumed mdependantly of the cirn,

§

ort of commodities. The class-struggies of the

ancient world took the form chisily of s contest between debiors and crediiors, which in Fome ended in the
ruin of the plebelan debtors, They were displaced by slaves. inthe middle-ages the cortest ended with the
ruin of the feuda! debiors, who lost their political power together with the economical basis on which it was
estabiished. Neverthaless, the rmoney relation of dettor and craditor that existed a1 these two poriods
ieflected only the deeger-lying artagonism between the general sconomical conditions of existence of the
classes in guestions,

The

folliowing shows the debtor and creditor relations existing between English wraders at the

Beginning of the 1 8th century. “Such a spirt of cruelty relans here in England among the men of trade, that
15 not to be met with in any other sccisty of men, nor in any other kingdom of the worid

Alter reading the excerpt rom Das Kapital, vlease answer the following questions,

ny

Whai is the difference between 2 creditor and a deblor?

According to the reachng. how did slavery come into exiciene during the Foman pericd?
What was the undertying problem in this struggle during the Middle Ages?

What was the result of this Struggle duning the Middie Ages?

Evaluats the paragraph from Das Ka




CLASS STRUGGLE

Activity i — Separating Fact from Opinion

Afact is something that has happensd of can be proven to be rue. An opinton is something a person
nelisvesto be frue. Anopinion cannot be provenio be true. Below are several statemenis concerming he

ideas of Kari Mare, Please siate whether each expresses fact or opinion,

1. Economic considarations ars the sole determinant of history,

2. Labor ig the only active factor in the production of goods.

3. Emplovers always take advaniage of therr workers.

4. Some workers in industnial societies live on subsistence-level wages.

5, Throughout the world, most capital and land are controiled by a small parcertage of the
population,

&, The consumer is very important 1o a society’s economic wall-being.
7. Supply and demand determing prices in counties thai have adoped the ideas of Karl Marx.

§. Decisions concerning the production of wealth are made by the government in communtst
nations.

G, Al surpius value is produced by the worker,
10, Competition among capraiists will cause some of thel businesses 1o fail.

1. Profits from capital will fall as capitalisis use more machinery for production

Activity IV ~- Researching Labor Condifions

Divide the class into small groups (3-4 studenis) and assign each group one of the countries
beiow. Ask the groups io research labor condifions in that country, focusing on the four folowing
areas. Have each group present their findings in a five-rmnuie talk.

i. Work: wages, working howrs, conditions, union achivity, salaries. boycolts, fringe benefits,
governmeri laws relaiing to workers.

[

Living: housing, diet, clothing, transportation, medical care, recreation. enteriainiment.

o

Eeonomic systerm: government powers, overall standard of living, condiions of workers in
comparison with othetr segments of that society.

4. Worker Satisfaction: Each group shoutd determing, using & scale of ong to ten, if the workers in
that counfry are content with thelr working conditions.

Courntnias: Japan, Uniled States G.& it Biitain, Soviet Unicn, Brazil, Yugoslavia, South Afnica, Po-
jand, Nicaragua, Cuba (Use others from diverse areas of he world if more groups are needed.)




CCONOMIC STUDIES

Thisis a series of seli-contained lessons in the study of econormics, with activities as highiights, which canbe used
with gy high schiool aconomics classroom instruchion.

Avthor: Ted Ererparn, teacher, Ooeanside, MY
woonomic Consultant Stan Hubenstein, Director, Henry George School, NY

Theene: Instutions help mold and shaoe our ways of thinking.

Surb-therme: Altitudes toward land ownership and speculaiion are derived from our culture,
Background: See next page.

Concepts: ¢ CONSPICUOUS consumption

o natural laws

» institutions

= fand speculation

© public and private sectors

Performance Objectives: Students will be able to:
< analyze a reading dealing with institutions
© explore the decision-making process
* evaluate a chart on the influence of institutions

Reigted Texis: + The American Econospy, Houghion Miffling, ch. 15
« Economics, Mermill, ch. 3
+ Economics, South-Westemrn, ch. §
* Eeonomiics of Our Free Erterprise System, McGraw-Hill, chs, 13, 16
¢ Economics Today and Tomorrow, Harper & Row, ch. 11
« Invitation to Fconomics, Scott, Foresman, chs. 7, B

Hecause loday's word demands a betier grasp of econcimics by all, these lessons are published in the pudic
iferest by the Herry Georgs Schoof,

Hervy George was an economist and philosopher whose land reform ideas bave been adopied i many paris of
Australia and Mew Zealend, as well as i Pennsyharia's major cifies, moluding Pittsburgh. Land s g offt of nature,
according to George, needsd by afl and to be shared by all, not by just a few,

the Henry George Schodf, & noi-profit acadernic instftuiion, was foundadin 1932 and charlered by the University of
the Siate of New York, Fesides jfe headguarters in New York, the School has affilisies in Philactelphia, Los Angelss, San
Francizco, Long Istand, Boston, Chicago and the Dominioar Repubdic, and state coordinators in over efpht staies,

Henry George Schoot
121 East 30th Street, New York, NUY. 10018

(212) B83-8020



ECONOMIC INSTITUTIONS

Are niaturallaws the only forces that oovern society s economic conduct? Whenwe buy acar, adress,
a house or a TV, do we consider more than just the pnice to determine our purchase? Let us consider
ather faciors which influence our sConomic dacisions,

I thie late 19th century, Thorsiein Veblen's ideas aboul social forces helped to create a new discipline
called sociciogy. Sociology, the study of people living together in soclety, teachss that instilutions heip
miold and shape our thoughts, An instiiution, as described by Veblen, is a clusier of habits and thoughts,
wavs of doing things and ways of thinking about daily activities. Institutions form an accepted patierm for
the entire group. Institutions ars created through a combination of public and private crganizations,
cusioms, beliefs, and fradificns. They affect, among other things, how we spend cur mongy,

Institutions can also affect the efficiency of the economy. Images of success, as shown through
advertising and the media, seduce us into buying ‘status’ itemns such as designer jeans or sports cars. Veb-
ten calied this type of buying “conspicuous consumpiion.” People in the middie and upper classes tend W
Buy goods that are expensive, useless or wasieful to impress others with their weaith, Institutions nelp
define fashion trends, fads, eic. They fell us which values denoie success and which characterize failure.

Thorstein Veblen believed that instifuiional values inhibit the production of wealih. Instead, these
nphasize money-making schemes. Very often making money conflicts with producing goods,

Evern today, the LS. government, for economic and political rezsons, sometimes pays Amerncan fanmers
not o produce tood crops.

One accepted and lucrative occupation which produces no new wealth i the buying and seling of
land. This cocupation, calied land speculation, should not be confused with the buying and seliing of
improvements icland such as houses and businesses. The exclusive buying and selling of land itself does
nodincrease the amount of land or ke numbser of nouses available. Landinvestment involves the purchase
arid conirol of land in order 1o profit from its resale. A high value is given o acquiring wealth in American
society. Land spaculation can make for a lucrative career — even inough nothing of “value” is produced.
The social importanes of thiz instiiution has rarely bean guestioned,

Making money s 2 soclally acceptable act. Yet, ap Veblen has demonstrated, it 1s somestimes n
conflict with other values which emphasize the production of wealth, and the improverent of society, Land
speculation does not produce wealih, since goods are notoreated, Profitis made as aresult of what nature
and society have croated. As populalion and the demand for land increase, specuiators reap the profits.

Wealth is ransferred from labor io the land speoculaton,



i you give copies of the ‘Background” i your students, please have them answear the ollowing
auestions

3. How can institulions infiuence who recelves sociely's ouiput of goods?

4. Wnai is “conspicuotis consumption?”

i

Why does Veblen ciaim ihat there is a conflict between making mioney and producing goods?
6. What social or economic vaiye does land speculation contritute to socisty?

7. How have institutions influenced your way of thinking aehott o cares

Activity i Discussing Veblen

Below is a quote from Thorstein Veblen's the Theory of the Leisure Class. Please read the quoie,
then answer the guestions.

The situation of weday shapes the nstitutions of tomorrow ihrough a selective, cosrcive process, by
BCHNG upon men's habitua! view of things, and so aliering or fortiiying a point of view or a mental stitude
harded down from the past. The nstitutions — that is to say the habits of thought — under the auidance of
which men live are in thig way received from an earlier time: more or less remotely earlisr. bt in any event
they have baen slaborated i and recetved rom ihe past. institutions are products of the past procass. are
adapted o past circumsiances. and are therefore never in full accord with the regulrements of the
present. In the nature of the case. this process of selective adaptation can never cateh g with the
progressively changing silvation in which the corrmunity finds itself at any given time: for the siwironmaent,
the situation, the exigenciss of s which enforce the adapiation and exercise the seection, change from
cay to day; and sach successive situation of the community i its fuin tends 1o obsolescence as 20on as it
has been estabiished. When step fn the development has beer (aken, this step itsell constitutes
change ot situation which requires a new adaptation: it becornes the point of departure for a new stepin the
atjustment, and so on interminably.

L What factors will influence omorrow's instititions 7

<. What value judgement dees Veblen make o the method of shaping future institutions 7
3. Can you think of a better way 1o irfluence the nature of future institutions 7

4. Are institutions which exigt foday considered liberal of conservative?

What is Veblen's point of view?

I°

6. Use speciiic examples io lustrale ihe authar's mam polnt,



ECONOMIC INSTITUTIONS
Activity il — 4 Values Dilemma

The town of Beach Horizons is divided on the issue of changlng the fand use laws for their town, 50%
of the residenis zre concernad that additional building will haim the environment and do darmage 1o the
beach arza, The olher e ﬁssjs*mm want to aa‘mw%a the Use of local land, 'i“hcy feel that this will increass

oroperty values and creaie iobs, The fown has Deen in an sconcmically deproased stale with a 35%
uhemploymeant rale.

Mayor Danigls of the 1own wants 0 pregerve the area, ifl%ané_eis%’ tather owns 100 acres of beach land
and waris o sel it io g building company. The money gained would be used o put @d agds’ vounger
brother and sister through college and pay off hig debts. rf!’h&?&ﬂd not sold, then Dame s:f huﬂ il have

o give 940 acres to hig creditors. However, if the fand remains as it is, the own will be praserved,
The town counciiis deadlocked on the issus. Mayor Daniels must break the tie by casting the deading

VD,

1. What obligation does Danigls have © his family on this issue?

2. 4 you were Danisls, how would you vole? Why?

3. What values would infiuence your vote? Explain,

4. What institutions would influence vour voie?

5. Would you be influenced more by past ocoutrences, or future realihes?

&. In some respects, the conflict comes down o ?"f%@w ng the environment versug making

money. Which would you tavor? Why?
WIll building o vacant land improve the town? How?

g

Activity IV — Charting the Influence of Insfiubions

il in the following chart io better undarsiand how | ns?itutmv-; r"gﬂuenw your behavior. For ea
nstitution, wiite in whal values you subscribe o with regard o that instiiution.  For exampie, i school 5”
work and honesty are values that are stressed.

Realigious
Family Sehionl Istitution

Valueas

Ater flling i the chart, please answer the following questions.

i, Describe how the mshitction of family milusnces your 5o Ia! re!atiorwup&, emz:i carear goais.

2. Deszcribe how the institution of school influences your social relationships, caresr ij%ii’d%’*?}g
and feelings about yourgsif.

3, Describe how the mstifubor: of religion influences your career goals, sccial relationships, and
aftitudes about yoursali.

4. Which ingtitution affects you the fﬁ:}*;i”f The least? Explain,

L5

Marmie another instifuiion and describe how it affects your behavior,



LAND AND FREEDOWM
ECONOMIC STUDIES

7. SUBBLY AMD DEMARND

A R G

Thisis a series of seif-contained lessons in the siudy of sconomics, with activities as highlights, which can be used
wiith any high school sconomics claseronm nstruction.

Awtior: Ted Ehrmman, teacher, Oceanside, MY
Economic Consulfant Stan Pubenstein, Director, Henry George School, MY

Vheme: The price and quantity of goods protduced is determined by the laws of supply ang
dernand,

Subs-tharme: Labor and capital react differently to the laws of supply and demand thar doses land,

Backaroundd: S8e nexi pag

f4H]

Concepis: ° supply
= demand
= natural laws
+ elashicily
= inelasticiy

Performance Objectives: Studenis will be able o
* anafyre a reading on supply and demard
* fead a supply and demand graph concerming capital
» read a supply and demand graph Goncerning land

4

The American Economy, Houghian Ak, oh. 3
o Economics, Merdil, oh. 6

¢+ kconomics, South-Wesiers, chs. 7.8 0

* Economics of Our Free Enterprise System MoGraw-Hil, ch, 8
¢ Economics Today and Tomorrow, Harper & How, ch. 8

> Invitation to Foonomics, Scor Forgsman, chs. 5, &

£

Helotod Yoyis:

Because todsy's world demands a hefter Qrasy of econotnics by all, ihese lessons are published in the prusbilic
witerest by the Herry George School,

Heriry George was ; onamist and phitosopher whoss fand reform ideas have beer adopted in many parts of
Ausirafia ard Now Zestand, ss well 25 in Pannsylvania’s major cities, including Pittsburgh, Land is a giff of natee,

aecording to George, needsd by alf and to be shared by all, not by jist o few,

The Hery George School, o NOA-PFOIt acadermic nstiiuiion, was founded in 1932 and charterec Ly the Unjversity of
the State ofNew York. Besides its headauariers in New York, the: School has affiiaios in Fhiladelphia, 105 Angsiss, San
francisco, Long fsfand, Boston, Chicago and the Dominican Republic, and siaie coordinators in over sight statas,

Henry George Schood
127 East 30ih Strest, New York, MY, 10016
{Z12) 880-8020



SUPPLY AKND DEMAND

The forees of supply and demand have an important Influence on the way our economy opeirates. 1t
affecis prices, and in tum affects the type of goods produced, methods and ihe distribution of produc-
tion. These forces help decide what goods find their way into stores and into homes, and what price you will
pay for them.

Early classical economisis regarded the laws of supply and demand as naturallaws, Heacting against
axigting man-made laws which favored the nobility and the rich, ‘Eh@y saw the laws of supply and demand as
a means to ailow for 2 more just production of wealth. A natural law descnbes trends in the way people act
in society. Man-made laws derive from government action and are imposed on society.

The law of supply states that as prices of goods rise, the preducer will increase production. As prices
fali, production decreases. For example, in 1878, when gasoline cost 70 cents per gailon, production was
iow. When prices rose 1o $1.30, production increased greatly. The law of demand siates that as prices fall,
consumers buy more goods. When gas cost $1.30, people drove less and bought less gas.

Supply and demand interact o establish prices. When demand is greater than supply, prices
risee. This encourages new producers o anter the business. New producers create compelition which
increases the supply of the good. When supply is greater than demand, prices fail. Producers then leave
the industry, because low prices mean little or no business profits. Thus, supply and demand regulate
competition and prices,

Whan neither supoly nor demand change while prices change, then supply and demand are saud to be
inslastic, Forexample, if the price of salt doubied, demand would stilf remain about the same.  The price of
iand doubles, and the supply of land remains the same. Therefore the demand for sall and the supply of
land ara inglastc,

Labor and capiial operate fairly smoothly following the laws of supply and dermand. Twages increase,
more workers enter the field; i wages decrease in a particular field, workers leave that field. if wages vise
compared 1o iriterest rates, then business people can substitute capital for tabor, i interest raies rise
compared 1o wages, then they substifute labor for capital. This constant competition encourages better
use of socisty's resources.

However, lznd reacts differently because the supply is inelastic — there is afixed amount ot it Supply
and demand operaie 1o creaie apice {or fandg, bul cannct affect the amount avaiiable, Increases inwages

o interest encourage increases i the supply of labor and capital. instead of Increasing the supply of
!a;’ze:i rereasing prices cause more fand spaculation,



SUPPLY AND DEMARD

Aclivity | - Background Questions

it you give copies of ihe ‘Background” to your students, please have them answer the following
agueshons,

s

. Explain the law of supply.
2. BExplain the law of demand.

3. What is elasticity? Inslasticity?

=

- Why is it difficult for supply and demand to properly regulate the use of land?

3

- How do supply and demand function with regard to labor and capital?

Activity H — Discussing Supply and Demand

Noted economist Jean Baptiste Say wrote the following about supply and demand in his Treatise OF
Polftical Economy.

Finally, whatever he the general or particular causes, that operate to determine the relative intensiy of
supply and demand, it is that intensity, which is ihe ground-work of price on every act of exchangs; for
price, itwill be remembered, is merely the current value sstimated in money. The demand for all objects of
pleasure, or utfiity, would be uniimited, did not the diic dy of atlainment, or prics, limit and circumscribe
the supply. On the cther hand, the supply would b infinite, were it not restricted by the same circum-
stance, the price, or difficulty of attainment: for there can be no doubtl, that whatever is producible would
then be produced in uniimited quantity, so long as it could find purchasers at any price atall. Demand and
supply are the opposite extremes of the beam, whence depend the scales of dearness and cheammess: the
price is the point of equilibriuim, where the mormentum of the one ceases, and that of the other bedins.

After reading the excerpt, piease answer the foflowing questions.
1. How do increases in supply affect pnces?

2. How do decresses in supply affect prices?

4

What prevenis a producer from creating an urlimited supply of his produci?
4. What producis or resources jend themselves 1o an absoluie NGy 7

2. Whai is the role of price in determining supply and demand?



SUPPLY AND DEMARD

Activity I — Supply and

F-

Study the graph on supply and demand of capital and answer the following questions,

$606 (P2}
PRICE OF SHO (P
CAPTITAL

&
450 GG 1,400
(ot {aE)
NS OF CAPITAL
Legend: 01 = original demand Fi = orgingl prics Orl = original quaniity 5 = suoply
2 = new demand P2 paw price Q32 = new quaniily

What 15 the price and gouantity at 017

When demand changes from D1 to D2, what s the effect on price and guanity”?
The supply of capital is elastic. How does the chart confirm ihis?

Whal would cause the demard curve to shift from D9 to D27

Bl Dy e

5 Give an example, using a speciiic product, of how elasiicity works.
& Does this chart deal with elasticity, ineiasticity, or boih? Explain.

a

Aciivity IV — Supply and Demand of Land

Study the graph on supply and demand of land and then answer the foliowing ruashons.

%9 500 5
‘u\‘\ 'K“‘H.
— -
SEOOAPZ §ov e S, L
PRICE PER ““w;::““‘ -
ACHE SEOG {£1) =~
s e o a8 e e T T o o, i3
g
it
£ 1.060
{0341 550
ACREAGE
Legend! S = supply Fi o= onginal price [ = originat dernand
01 = supply of land Pz = new prics 2 = new demand

1. What is the price and quartity where D1 infersecis 57

2. When demand changes frome D to D2, what happens o fhe price and supply of lard”?
3. What would cause the demand for land to increase” Decrease”

4. Can you increase the supply of land? Explain,

5. Does this chart deal with elasticity, inslashicity, or both”? Bxplain.

6. Cite some examples of the workings of melasticity.




This is 3 series of seif-contained isssons in the study cfeconomics. with activittes a5 highlights, which can be used
with any high school economics classroom instruction,

Author: Ted Ehrman, teacher, Oceanside, WY
Economic Consultant: Stan Fubenstein, Director, Henry Gaorge School, NY

Theme: A marketplace is made up of buyers and sellers axchanging goods and services.
Subriheme: Both monopoly and various forms of resirictions interfare with marketplace activity,
Backoround: See next page.

Concepis: = competition

® NOnNopoly

¢ MoNCDoisic compeatition
¢« oligopoly

= market

Performance Objectives: Students will be able to-
* ahalyze a reading on markels and prices
* complefe a puzzle on economic concepts
* fesearch consumer products in a supemarket

Reldated Texts: -~ The American Economy, Houghton Mifilin, chs. 3, 10
+ Economics, Merill chs 4,7
« Economics, South-Western, chs. 9 1113
* Leconomics of Our Free Enterprise Sysfem, McGraw-Hill ch. 26
* keonomics Today and Tomorow, Harper & Row, chs, 3, &, 8
v nvitation to Economics, Scoti, Foresman, ch. 2

Because today's world demands & better grasp of economics by afl, these iessons are published in the pibific
inferest by the Herry George Schooi,

Herry George was an economist and philosogfier whose land reform ideas have been adopied in many paris of
Ausiratia and New Zesiand, as well as in Fennsylvania's major citfes, including Figsburgh. Land is a gift of neture,
according v George, needed by &lf ard o be shared by afl, naf by just a few,

The Henry George School, a non-profit acadermic Institution, was founded in 1232 and chariered by the University of
the State of New York. Besides iis headauarters in New York, the School fras affifates in Philacelphia, Los Angeles, San

Francisco, Long Istand, Boston, Chivags and the Dominicar Republic, and slate coordinators in over sight states,

Henry George Schoo!
121 East 30ih Street, New York, MY 10016
{212) 889-8020



MARKETS AND PRICES

Markets are formed in situaiions where buyers ang seller come fogether 1o exchange goods and
services for other things of value. A market is not necessarily formed in one particular place. Markst
activity can opersie over a wide geographical area.

Local, regional and national markets form according to needs for services and goods, ard available
means of cormmunicalion 1o do business. Improvemenis in transporfation and communication technolo-
gies have increased the size of many markets. Today business pesople buy and sell by phone, and
consumers can buy processed irozen foods grown several thousand miles away.

Markets provide buyers with current price information. Knowing which competitors have the lowest
prices enables buyeis io shop well. This competition helos to prevent other sellers from overcharging.
Markets also give buyers access o alternate goods or substituie iems. I ter different kinds of tomatoes
are on sale, consumers can choose according to price, size, or taste, Knowing whal substituies are
avaiiable prevents anyone from monopolizing the market. When the market onarates well, the forces of
suppiy and demand prevent waste and too high prices. Competition helps keep prices down, Because
prices must remain reasonable, producers cannot seil products that are expensive o unwanlad.

Compedtition is important to the well-being of the market in severzl ways. When a market is cortrolled
by competition, there are no barrers to prevent sellers rom entering the market, A seller will succeed only
if hig product is desired. Compelition also brings prices down as competiions try to gain cusiomers. When
ihe market is operating properly, sellers can drop out without disrupting prices.

Verty ofien the number of competitors determines the type of markel buyers will face. Perfect
compeiiion in the market would create an unfimited number of sellers, each with a tiny percentage of the
market. W the seller dropoed out of the markei, consumers would buy substituie products. The market
would remain the same.

Monopolistic competition (imperfect competition) is characterized by a large number of sellers. They
sach produce a similar product. Service businesses like restaurants and hizir cutting establishiments are
exarnples of monopolistic competition. A buyer can substitiie a $10 hair cut for a $50 hair cut, but this will
not force expensive prices down. These stores simply cater o different customers and charge very

different prices. In monopolistic compeiition, buvers have less influence on prices.

Oligopolies have only a few sellers. Their products can be indentical, like steel, or similar, like
autornobiles. In this market, seliers can coniro! prices through elaborate price schemes. if sellers raise
prices together, consumers are forced to pay the higher price, or go without the product. 1n an oligopoly,
competiion does not work well to keep prices down.

Monopoties have no competitors and can influence prces greatly. Itis very difficult fo enter the types
of businessess involvad in monopolies dus (o the amounts of money and natural resources needed, For
example. ALCOA had a monopoly on the production of aluminurn for many years. The monopoly was
based parily on the cortrol of all lands that produced bawaste. Bauxite is the raw materts necessary lo the
production of aluminum. No one could break into the indusiry because they could not acquire bauxite.
ALCOA could eharge a very hich price for its aluminum.

Markets function best when healthy competition keeps prices and consumer powers in check. When
the usse of natural resources is increased in response o consumer demand, new waalth is created. Market
operations can not work well when resources or finished products are monopolized. Through monopoly,
workers and consumers are ivrced 1o pay tigher prices for a product ihat may not fully meet their needs.
Competition helps to create 2 market where the free exchange of goods and services benefils evervone.



MAHKETS AND PHICES

Activity | — Background Guestions

i oyou give copies of the ‘Background” 1o your studsnis, please have them answer the icllowing
auestions,

1. Describe two purposes for markets,

2. What limits the size of a marke??

3. Explain competition in terms of the market

4. Explain the difference between perfect competition and monopolisiic cornpetition.

5. What is an ofigopoly? A monopoly?

Activity I — Analyzing a2 Heading on Prices

The following excerpis from Milton Friedman's Free To Choose deal with the sffect of price changes or
ihe market. Please read the excerpts and answer the questions which foliow.

Prices also provide an incentive 1o act on iformation rot only sbout the demand for autput bt zlse
about the most efficien way 1o produce a product. Suppose one kind of wood beoomes scarcer and
therefors more expensive than another. The pencil manufacturey gets that information ihrough ariseinthe
price of the first kind of wood. Because his income, 100, is datermined by the ditference botween sales
receipis and costs. he has an incentive to economize ot that kind of wood. To taks @ different axarmple,
whether it is less costly for feggers to use & chain saw or handsaw depends on the price of the chain saw
and the handsaw. the amount of labor required wiith each, and the wages of different kinds of fabor. The
enterprse doing the logging has an incentive io acquire the relevant technical knowledge and to combine i
with the information transmitted by prices in order to minimize costs . .

1o carry this sxample one step further, the higher price of oil, insofar as it was parmiited to occur,
raised the cost of products ihat used more oil relalive fo products that used less. Consumers had an
inceniive to shifi from ihe one o the other. The most abvious examples are shifts from arge cars to small
ones and from heating by oil o heating by coal or wood, To oo much furiher alisld o more remoie
eftects: insofar as the relative price of wood was raised by the higher cost of producing it or by the greater
devnand for wood as & substituie source of energy. the resulling higher price of lead pencl gave
CONBUMETS an incentive o sconomize on cencilsl &nso on in infinite variety,

1. What point of view does the authaor emph
2. How do prices affect the way the factors of production are used? Give an exampls.

3. How do prices affect consusmer decisions? Give an example.




MARKETS AND PRICES

Activity Hi — Maorikel Words Puzzie

Solve the puzzle below using economic terms found inthe main reading. Clues are given. Your text
hook may also help you

ACROBE

oo i i A markel sduaion whets e ane

My producers

2. Rivalry betwesan o oF mire s
whe wish 0 gain cusiomens

| Ciuardiiiss of product which oone

o5

prices.
§. Cueantities of a product which pro-

&

& prices

Trading goods of services ki
QOIS Of SErACES

£ situation whers buyers and sek
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compeition
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1. When supply and dernand interact,
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6. The ability & replace & higher
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Orie:
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petition

Actvity IV — Fagearch Profeci

L2

Go to your lncal supermarket with pen and paper. Choose three products fromthe following st and
find the answers to ths guestons Delow,

1. beef 3. soap 5. soup

2. soda 4. dog food &, potatoe chips

1. How marny producers sell this specific product in the supermarkat?

2. How many difierers brand names does sach competitor sell in the supermarket?

3. What are the prices of each brand name dem?

4. Howmiuch shelf space does each selier get inthe store? Does this affecimarketshare? Doesit
affect price” Explain your answers,

5. What happens to sales if the supermarket has a sale on the product or Drand name you ane
investigating? How does a sale affect substittes?

€. How many supermarkets are there in & two-mile radius of ihe store you are using for research?
Does this have an effect on prices? Winy?
Make a two-rinute speech using the information gathered at the supermarkel. nthe speech,
make sure o answar ihe foliowing guestions.

1 Inic what rarket did the products research fall— periect competition. monopolistic competition,
cligopoly of monopoly 7

2. Whnat i the reiationship between price angd competiion?

3. What is the relaiionship between price and available substitules?



FREEDOM

ECONOMIC STUDIES

Thisis aseries of self-contained lessons in the study of ecanomics, with activities as highlinits, which can be used
witty any high school economics classroom instruction. '

Author: Ted Ehrran, teacher, Useanside, NY
Economic Consuftant: Stan Rubenstein, Direstor, Henry George School, Ny

Fherne:
Subr-theme:
Background:
Concepts; v

When wealth is produced, ii is distributed to the owners of the faciors of production.
Rent, wages and interest aie the avenues of distribution.
See next page.

natural law
distribiztion of wealth
interest

Fant

WALES

profits

Performance Objectives: Students will be able o

@
@

&

Flelaled Texis:

@

critically evaluale two views on profits
anafyze a chart based on the factors of production
Separate cost tems into rent, interest and Wages

The American Lconomy, Houghion WMifflin, ch. 4

Economics, Mermll, ch 2

feonomics, South-Western, chs. 216

Economics of Our Free Enterprise System, McGraw-Hill, ch. ©
Economics Today and Tomorrow, Harper & Row, ch, 12
Invitation to Economics, Scott, Foresman, ch. 10

Because today's world demands a betior grasp of economics by all. ihese lessons are published in the pubiic
interest by the Henry George School

Herry George was an economist end phifosopher whoss land reform ideas have heen a dopted in many parts of
Australia and Mew Zealand, as well as in Pennsylvania's major cities, including Fiitsburgh. Land is & gift of nature,
according to George, nesded by afl and to he shared by all, ot by just a fow.

The Henry George School, a Aon-peohit soademic mstitution, was founided in 1932 and chattersd by University of the
State of New York. Besices s headguarters in New York, the School bas affilistes in Fhiladslphia, Los Angefes, San
Francisco, Lomg fsfane, Bosion, Chicages and the Domirican Fepublic, and state coordingtors i owver sight states.

Hernry George School
121 East 30th Street, New York, Y. 0018
(212) 889-8020



LAWSES OF DISTRIBUTION

Economics somietimes relies on natural laws o deveiop and prove its theeres of human behavior,
The economic concept “disinbution” refers fo giving out or dividing something among 2 groug.  In commaon
usage, “disinibution” is the circulation of goods — wholesaler (o retailer (o consurmer — which s reaily a pan

£yt e BT IS MOre orecise ol a g B oy fhend B s to o
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| patiem 1o the way wealth is divided among the producers of that wealih. The natural sequence of
ia

things pHa
waalth,

an order on the importance of each factor of production in the development and distribution of

Wealth is the resuli of lzbor using land and capital to create material goods. We call land, jabor and
capital the “FFactors of produciion.” Land is defined, for sconemic purposes, as everything in nature that
numans have notoreated. This includes forests, rivers, air. minerais, sof and animals. Labor is the human
effort leither mental or physical involved inproduction. Capitalis wealth used o produce more weaith and
helps labor work more efficiently. Thargtore, lacor can produce greater quantities of wealih using a
maching, Labor could produce wealth without capital, but at g slower raie. Non-indusinialized societies
give a good example of how labor and land produce wealth,

The Taws of distribution explain hew iabor, land and capital obiain their rewards in the production of
wieaith, Labor's share of wealih s called wages, A worker earns pay for labor done. Land owners receive
rert because they own the land, In the economic sense, rent refers to a payment for the use of land
resource. Fenis are paid for the use of minerai deposits, for timberland, farmland or waisr rights, but notfor
l2asing an aparimant, Economic rentis paid only for the land's economic value or potential tor production.

Capital, the third factor of production, is a man-made product used o create goods, Machings, steesl,
fertibzer and cormpuiers are all different forms of capitzi. Capital makes labor more procuctive, Owhers of
capital receive interest for their contribution (o the production of wealth. A capitalist (the owner of capital}
charaes a prics for the use of that capital. This price is called interest. T a worman owns 2 oo, she can
lease ihe loom 1o a weaver. The weaver will weave more ciodh with the aid of the ipom. With extra money
from the extra sales of cloth, the weaver can pay the interest for the use of the capital.

The laws of distribution of wealth rely upon an important assumption about people — that they seek o
satisfy their desires with the lsast effort pessible. A laborer looks for the highest paving job, a capitalist
maximizes the interest on his capiial, and a landlord rents his land for the highest price. Therefore, with
aach factor competing for the best share of wealth, payments o land owners, laborars and capitalists must
lie at a point where all gain. The principle that all people try to get the bes! for the least effort helips 1o

astabish an equilibrium between wages and interest. The relationship hetween rent and wages, however
is ust the opposite. Since land is & fixed quaniity and cannct be reprodiocsad, there s no equilibtium
between rent ang wages.



LAWS OF DISTRIBUTION

Activity | — Background Questions

It you give copies of the “Back round” o your students, please have them answer the fnllowing
} £ g i g

LHIBSHONS:
1 Explain the importance ot land, labor and capital in the production of weaith,
2. What are wages?
3. What is interesi?

4. What is rent?

L9y

. Which facior of produciion is not entirely necessary? Why?

6. Poople say that ‘money makes more money.” From the explanation of the production of
wealih, can you expiain why this is said?

Activity H — Profits
The foliowing is an excerpt from Menry George's Progress and Foverty,

Theword protits, as comimonly used, is almost syrionymous with reven ue;limeans a gain, an amount
recelved i excess of an ameunt expended, and frequently includes receipts What are properly rent; whils it
neaily always includes receipts which are properly wages, as well as compensations forthe risk peculiar to
the vanous uses of capital. Unless exireme violence is done to the meaning of the word, i CANNOL,
herefore, be used in political BUCROMy 16 signity that share of the produce which goes 1o capital, in
contradistinction o those parts which gotolaborand oland owners . . Adam Smith weli illustrates
how wages and compensalion for risk fargely erniter indo profits, potnling out how the large profits of
apcthecaries and small retail dealers are in reality wages for their labor, and noi interest on iheir capital
and how the great profits sometimes made in nzky businesses, such as soggling and [umber trade. are
really bui compensations for risk, which in the: long run, reduce the retuins (o capital . . . | Similar
lustrations are given in most of the subsequent works, where profit is formally defined in its common
sense, with. perhaps, ine exclusion of rent. In all these works, ihe reader is told that profits are made up of
three elements - wages of superintendence. cempensation for risk, and interest. or the return for the use
of capital.

After reading the passadges, please answer the following quesiions;
1. What does “profits” means?
2. From the reading, how do you think Henry George felt aboui profits?
3. Whai examples does Adam Smith Give in his discussion of profits”
4. What are the three eiements which make up profits?

2. Why are these three distinctions on orodits” nporiant ¥



Activity Il — Ezardning Business income

Fiease study the following chart, then answer the guestions.

LAWS OF DISTRIBUTION

DISTRIBUTION OF NATICNAL INCOME

Compensaiion Proprietor's Herigt et Corporaie
of emgslovess Husz Income income Interesi Frodits
Yeur (%) (%) (%) (7% (%)
1905 54 25 5 5 7
1915 52 25 & 5 10
1825 £0 18 G & &
1935 67 15 5 8 5
1945 84 17 4 z 12
1955 57 13 4 15 145
1965 71 10 3 3 i3
1975 757 78 o 5.5 8.5
1985 74 6 2 g g
1. What happensd to wages from 1905-19857 Whai were the reasons?
2. What happensed 10 propristor's incomes from 1905-19857
3. Using Henry George's definitions. under what category would proprietor’s income fall? Could it

Be in more than one category? Explain.
4, What doss remtal income tail o tell us about land costs?

5. What do you think rertal income includes?
#. How is rental income related 1o the factor of lang?

Aotivity IV — 4 Cloese Look ot Froduction

Below is a list of items that are involved in the production and selling of cotton dresses. Fillinthe chant

the appropriate category -— eithar land, labor, or capital. The first one is

A 1S

¥ ; L
bugdongs b‘s}t g}lﬂﬂiﬂr‘é a check under
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done as an example.

fORRERY ERRS

liems

THE PRODUCTION OF GOTTON DHESSES

Land

tebor Capital

land for growang ootlon

%

sewing machine workers

Iocation of retal stere

busiton and zippers

tricks 1o ship the dresses

T.V. and magazine advartising

saies clerks

rani for weaving machines

cotion famn workars

sewing machings

faciony Gwners's Incoms

manaset's salary

trck dnvers

ground rent for faciory thal assembles dresses
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ECORNOCMIC STHD

10, WAGES OF LABOR

This is & series of self-contained lessons in the study of sconomics. with activities ag highlights, which can be used
with any high school econoraics classroom instiuction.

Auifior: Ted Ehrman, teacher, Oceanside, NY
Eronomic Consultant: Sian Bubenstein, Director, Henry George Schoct. MY

Theme: There are many factors which determine the wages paid to labor.

Sub-theme: Base wages are determined by what labor produces without capital or paymentforthe
wse of land.

Sackgroumnd: See next page.

Concepts: » real wages

» wage-fund theory

v law of wages

< marginal productivity iheory
¢ productivity

Pertormance Objectives: Students will be abie to:
- crifically evaiuate a reading on diffsrenices n wages
- yse a dictionary i defining ioh calegories
« write an essay on legisiation dealing with wage rates

Belated Texts; + The American Fconomy, Houghton Mitkn, ch. 8
> Economics, Merril, ch 11
s Fconomics, South-Western, ch. 13
. Economics of Our Free Frterprise Systerm, McGraw-Hill. eh. 12
. Eroncmics Today and Tormorrow, Harper & Fow, chs. 21, Py
- Invitation fo Economics, Scott, Foresman, ch. 14

Because today's wordd demands a beter grasp of economics by afl these lessons are published iri the public
intarast by the Henry George Sohool,

Heniry George was ari economist and phitosopher whose lend reform ideas have been adopted in many parts of
Apciratia anct Mow Zealand as well as in Permnsylvania’s major cifies. inchiting Pitsburgh. Land is a gift of nature,
zecording o Gecrge, needed by all and io be shared by all. not by just & fow.

The Henry George Schoal, @ non-profit academic institution, was toundedin 1032 and chartered by the University of
the State of Mew York, Besides s headguaners in New York, The School has afffiotas in Phitadelphia, Los Angelas, San
Francisco, Long Isiand, Boston, Chicage and the Dominican Republic. and state coordinators in over sight states.

Henry George School
199 East A0tk Street, New York, MY, 10016
(212} 889-8020



WAGES OF LABOR

of 18 contnbution o the groduction of
wealih. In the Urited States, wages make up three gquarters of all pavments {o the fas:mm of production
(fand, labor and capital). Wages may be expressed in hourly, weekly, monthiy, or yearly rates. A worker's
wages are sometimes q:omprlsed of salanes, bonuses and pmm sharing. Money of nominal wages

e

=i,

Wages can be defined as the a;rmmt mads 1o labor

i & e e
it

& amotitt of money paid 1o labor. Real w ':;?ea:; reter 1o The purchiasing power of money wages
— hcyw much real we ai?h money can buy at currend prices. When money wages increase, and inflation
increases at the same rate, real wages remain constani.

repres

"“‘2%}

Workers' wages vary greatly in the United Staies. Professicnal entertainers and athletes receive
mithons of doliars in salaries, while policemen, firemen, and nurses are paid substantially less. Local
government officials sometimes make only one tenth the salaries paid o corporation leaders and other
business people. Coal miners and auto workers are paid more than supermarket clerks and clothing
salespeople. What factors influence the wage raie?

inithe 19ih century, leaders in economics betieved in the “wage fund” theory.  This theory claims that a
workar's wages come irom capital. Consumer producis were said to be produced n siages. Raw
materials are processed by workers, Often the product is then shippad 1o other workers for further
work. Finally, the finished product is shipped to retail cutlets for sale. Ateach state of production, workers
are paid before the final product is completed or sold. Tharefore, the owner of any business must pay
workers hefore he can sell the product. Many economits today doubt ihe validity of the wage fund theory.

Are wages based on capital, of is there another explanation? Cutpui produced by a worker withoutthe
use of capital, on free land, belongs to the worker, When using capital, the return is shared by boih the
capitalist and the workers. However, the greater the perceniage return ic rent on land, the lower the returm
to both labor and capital. This suggests inat the source of wages is not capital, but the effort exerted by the
worker on land resources. In essence, workers siore the vaiue of their work in the product as it is
produced. Ateach stage of the production process, capitalists exchange some of their money for the vaiue
aleady produced. Labor produces, then wages are paid

Fhe iaw of wages is a natural faw which demonstrates that labor is paid according to what it alone
produces, withoui the efiort of land and capital. Since everyone wants 1o make a proiit, an employer will not
pay more for & umit of labor than thai labor can generats in revenue for the esnployer. An employer will not
oay rore for a laborer “than what he's worth,” In modern economics, this is referred to as the productivity
iheory of wages.

Difierences inwage rates can be due 1o effort, skills, unions, innate abilities, governmeni controls such
as hscensings, and discrimination. Some of these itlems Increase productivity, and their increased wages
can be explained by the law of wages. Gther faciors tend to limit or restrict the nuimber of workers,
introducing elements other than productivity as determinants of wages.

Modern wage theories difier in some respects, but agree on one imporiant point: labor receives wages
based on s contribution o the production of wealth.



WAGES OF LABOHR

Activity | — Background Guestions

i you give copies of the "Background” to your students, please nave them answer the following
aueshions:

i

.

3

R

2

 What is the difference betwesn money wages and real wages?
Expiain the wage fund theory.
. What is the law of wages?

_ What factors influence the amount of wages a worker can eam”?

Activity

The

i — Critical Heading on Wages

tollowing excerpi is from Adam Smith's The Wealth of Mations. Smith suggests diferert reasons

for the varying wage rates in an indusirialized socisty.

First, the wages of iabor vary with the sase or hardship, the cleanliness o dirfingss, (he honorable-

ness or dishonorableness of the employment . .

Secondly, the wages of labor vary with the easiness and cheapness of the difficulty and experience of

learning the business . . .

Thirdly, the wages of labor in different occupations vary with the constancy or inconstancy of

ampicymeant | . .

Fourihly, the wages of labor vary according 1o the small oF great trust which must be reposed in the

workmisn . . .

Fifthiy, the wages of labor in different ernployments vary according 1o the probability or irmprobability

of success i them.

Please answar the following guestions:

. Give an example of 2 job whare wages are determined by only one of the shove reasons.

Give an example of a job where wages are determined by two or more of the above reasons.

. What are your own career pians? How do they fit in with Smith's discussion of wages?

How does minimum wage laws affect the above statermenis” What aboui professional associa
ions?

Can vou think of any other factors which explam wage differences? bxplain.



WAGES OF LABOR

Aotivity B - Oplining Job Categoriss

Using vour textbook or a dictionary, explain the various iypes of workers in Column AL Then match ine
specific jobs in Column B with the appropriate job calegory.

A 8
white collar worker teachar
blue collar workar fruck driver
service worker cotion picker
semi-skilled worker cook
unskilled worker car mechamc

assembly line worker
dentist

furniture maker
printer

hank clerk

computer programines
izwyer

bookkaaper

barber

fypist

Activity IV — Egzay Writing — Laws Affecting Labor

A Fillin the chart below by marking a plus sign for increase, minug for decrease, and zero for no
change io show the effects that proposed Congressional bills woudd have on the supply of labor, wags
rates, and the price of goods,

Supply of Labor Wage Hate Price of Goods

A Congress reduces immigraiion into the United Staiss.

B — Congress increases minimum wage {0 $7.50 per bour.

¢ — Congress passes a closad shop law that requires employees to hire only uon workers,

D — Congress passes a law 1o increase taxas and quotas on imports, reducing the amount of
foreign goods avaliable in the U5

E o Congress places a Social Secunty tax of 10% on all wages. The fax will be paid by the
sfnployer.

B Afier compieling the chart, have students chooss one of the five proposed pleces ol legisiation and

write an g6sav suppoding ther answers in ihie charl



FREEDO

ECOROMIC STUDES

11, INTEREST ON CAPITAL

Triz is o seres of seli-coniainad lessons in the study of economics, with activities as highlights, which can be ussd

with any high school economics classroonn instruction.

Author: Ted Enhrman, teacher, Qceansids, WY
Eoonomic Consuflant: Stan Rubsnstsin, Director, Henry George School. NY

Theme: Interest, the reward for the use of capital, is one of the three avenues of distribution of
wealih,
Sub-theme: Irterest fluctuates with the demand for labor and the supply of capiial,
Background: Zee naxi page.
Loncepis: + intersst
« gapital

= oney
¢ wealth
= equilibrium

Performance Ohiectives, Siudents will be able wx
« analyze a vanaty of readings dealing with the term interast
« calcwate a rate of refum on invasiments
o crifically evaluate the pupose of capital

Redated Texts:  » The Amercan Economy, Houghton Miffiing ch, 4
= Eeonomes, Memll, ch. 3
« Feonomics, Souih-Western, ch. 14
- Foonomics of Our Free Enterprise Systerm, McGraw-Hill. ch. 20
= Fconomics Teday and Tomorrow, Harper & Row, chs. 4.7
Inviiation to Foonomics, Scott, Foresman, ch. 3

£

Because today's world demends a befter grasp of econorics by all, these lessons are published in the public
itarast by the Henry George School

Herry George was an economist and philosopher whoss Jand r b wap’ef)’ i maEny parts of
Australiz and New wtel, as well ag in Pennsylvania’s major clifes. mr‘*ﬂﬂrrm Prfr\blmh Land iy a gt of natre,
according 0 George, needed by all and to be shared by all, not by just a fow.

The Henry George School, 2 non-profit acadermic insiitution, was founded in 1032 and charierad by fie University of
the State of New York. Besides its headguarters in New York, the School has afiiiates in Philadelofia, Los Angefes. Han
Erancisco, Long Island, Boston, Chicage and the Dominican Republic, and state coordinaiors i over eight siates.

Henry George School
121 Bast 30ih Street, New York, MUY, 10015
(212} B89-8020



INTEHEST ON CAPITAL

Ty imporiant ierms used inour discussion of interest are wealth and capilal. Weallh is a physica
tangible, man-made product. Wealth has exchange value and saiisfies a human desire. Capital is aiso
rsar-made, it is wealth used to oreate more weaaith,

Peaople who use capital pay for its use, this payment is cailed interest. However, interest as defined
here, is the return for the use of capital, a tangible product, and does not refer 1o the common usage of
interest’ on money. A reasonable rate of interest can be illusirated in the following exampie of capital
use. Suppose a farmer raises Ais production of potatoes from six bushels to ten busheis with the aid of a
plow. Hisuse of the plow (capital) increases productivity. He earns the price of four bushels mere, but now
he: must also pay interest on the borrowed capital. The rate of interest should lie within the range of the
price of those extra four bushelis. | the farmer pays ihe whole four bushels tn interest, then the use of the
plow will not help him. 1f ihe capital owner recewves too little for the rental (plows wear down and he 15
responsible for replacing worn parts), he will not want to lend it. A justinterest rate is one where both tabor
and capital will benefit,

What would happen if the reiurns o capitzl were greater than the returns 1o labor — iT the olow owner
aot most of the four exira bushels produced | and the [aborer very liitle” i the returns to capital are greater,
then sociaty produces more capital. Asthe supply of capital increases, interesirates tall, since there is niow
more competiion to lend capital. Az a result of the increase in capital, there 15 comparatively less iabor
available. The reduced supply of labor increases wages. This brings wages and interest to a lavel where
they are equal. In other words, an equiliprium level is reached between wages and interasi,

This process shows that the current interest rate helps to determine the supply of capital. lttheinierest
raie 15 high, then more wealin will be converied into capital. People will stop spending and consuming their
wealth, Instead, they will invest rmore info business. The businass owner purchases capilal with the
borrowed funds, Bul if lending rates are low, people will not ioan out their savings so quickiy. Lending ai
iow rates doss not produce much of a profit Tfor the lender.

Money is very often referred to as capital. But, if we increase the amount of money available, would
that autornatically inerease the number of machines in use. or the amount of food to 2at? The answer 15
no. Incraasing the amouni of money or bonds available without increasing the wealth behind each piece of
paper does not increase capital. Paper money, including stocks and bonds, s simply a represantaiion of
wealih, Since we can't eat or wear money, it is not wealth in itself, but serves as a measure of potential
wezlth, We can rade money for the things we desire. Until it spent, money is only a representation of
wealth.

However, the generai interest rate is tied to wages. interest and wages rise and fall fogether. As the
percentage of rent increases, interest and wages receive a smaller portion of wealth. Thus, interest and
wages fall as a percentage of the iotal income. These generaiizations illustrate how society divides i
wealih.



INTEREST ON CAPITAL

Activity | — Background Questions

i vou give copias of the “Background” to your studenits, please have them answer the following
questions:

1. What determines the amount of interest that capital should recetve for s contnibution 1o
production”?

2. Dioes labor depend on capital, or does capital depend on labor? Can either funciion without the
other? Explain.

3. Does capital receive all of the surplus wealth it helped fo produce? Explain,

4, How is the squilibrium level arived at?

A

What is the lowest returm that the owners of capital will accept?

Activity #§ — Evalusiing DHffering Yiews on fnleresi

Please read the following views on the nature of interest, taken from several diierant text hooks, thein
answer the questions.

A. There are two ways of looking at the concept of interest. One is to think of interest as the price that
is paid for the use of money of credit. For example, if you borrow money e buy a car, you inust pay interest
on the amount you borrow. Another aspect of interest is the rate of return that a productive piece of
machinery earns. Machines, buildings, and computers are examples of capital equipment that can be
productive.  Capital confributes to produciion just as labor does.  And the paymentio capitalis interest, just
as the payment 1o labor s 2 wage.

B. “Contractualinterest” is the amount actuaily paid for the use of capital. In most cases, contractual
interest is a payment made for money borrowed {0 acquire “real” capial.

C. Consumers who buy on ihe installmant plan pay contractual interest on these debls. Consurmer
loans, however, usually carry higher interest charges, and often are for shorter periods of time than capiial
aouds loans,

D. Irderest — The amount a borrower pavs 1o a financial institution for the use of money, usvally
expressed as a percentage of the capital actually borrowed.

FPlease answer the following questions:
1. What is the view of interest expressed in each definition”?
2. How do the views differ?
3. Hew do these definitions differ from the way inferest is defined in the main reading”
4. ls there & commoen meaning in 2 the definitions? Dxplain.

5. What is af the heart of the confusion concerning interest?



INTEREST ON CAPITAL

Acitvity it — Calculating & Rafe of Heturn

Business people very often are required o make decisions concerning the best way 1o invest ther
captial. These decisions are often based on the rate of return for  paricular investment,  inthis exarcise,
calculate the rate of return for the following invesiments. Divide the amount of interast by the amount of
investmeni money 0 oblan the wierest rate. For example, if the mierest s §1.000 a Bi0,000
investment, 1,00010.000 < 100% = 10% rate of interssi, or rate of refurn on the investment,

Arnouni of Inisrest Ammount of nvestment Hate of Heturn
i FE00 £3.000
3. $1.000 $12.000
4, §1.200 224000
5. 5,000 £20.000

Please answer the following questions:

1. Fill out the rate of return,

e

Which investrent is most productive? Why may it not be ativaciive to all investors?

G

Which investiment is least productive’” Which investors wouid seek out this invesiment oppor-
Rty ?
4. Wheie does capilal come from? s there a limit 1o the amount of capital in an indusiry? Explain,

it ail inisrest rates dropped dramatically, whiat would happen to the supply of capital? Explain.

[

Activity IV — Criticad Thinking o the Use of Capital

A, Head the foliowing to the class and then have them answer the quesiions.

A shovel owner decides not 1o use the shovel, buttc ‘delay satisfaction” andlend it to you for a share of
your production. Bt capital must produce more than enough to pay the owner for delaying his desires. it
must also produce enough to make borrowing the spade atiractive to you — or vouwon tothar to borrow it

1. The blade of the shovel you borrowed is continually blunted, sharpenad, and used again. Would
you expect there to be less Blade and shovel as tirme went by?

2. The shovel will eventually wear away. Yet, you are required to refurn 1i to the iender. Will the
lender be satisfisd to recetve 2 value equivalent to his spade?

3. Should a prudent producer set aside enough produchon io maintain and replace capial?

B. The amouni of capital available is determinad not by #ts physical properties. but by ts exchange
value at the marketplace.

1. The market value of a product increases. |s thers more capital than before?
2. Atfamous sculptor uses s chisels on a block of marble to produce a work of arl. Whan he has

finished, raore than 50% of the marble has been chipped away. s thaere less capidal than wihen
ne started?

3. Coal s burmed. Ouides weigh more, s
greater volume than the coal. Uoss this

&

after buning, e ash may be heavier and oooupy




LAND AND FREEDOWM

EOOMOMIC STUDIES

12, THE LAW OF RENT

Thizis & series of seli-contained iessons in the study of sconomics, with aciivities as highlighis, which can e used
with any high school seanomics classroom instiuction.

Author: Ted Ehrman, feacher, Oceanside, NY
Eronomic Consultant: Sian Rubenstein. Director, Henry George Sehool, MY

Therme: Rent is one of the three avenues ior the distribution of wealih,
Sub-theme! The law of rent explains how sconemic rent is determined.
Background: See next page.

Copeepts: « poonoimic rent

. capital

- surplus value
« nONopoly

+ law of rend

Parformance Objectives: Studenis witl be able (0
. eyaluate a reading on the 12w of rent
s analyze s chart on Ametican corporate ownersiip
. complete an exsrcise N evaluating rent

Befated Taxts: « The American Economy, Houghion wifitin, o 4
. Foonoimics, Merdl, ¢ho 2
o Eponomics, South-Westem, ch. 18
. Foonomics of Qur Free Enterprise Systein, MeGraw-Hill, ¢t 9
. Feoromics Today and Tomorow, Harper & Row, ch. &
o fpvitation to Economics, Seott Foresmar, oh 1

Because today's world demands a better grasp of @CONOITMICS by all, these Jesgons are putdished in ihe public
interest by the Henry George School.

Henry George was an sconomist and phifosopher whose land reform ideas have peen adopted in many parts of

Ausiraliz and Mew Zealand, as well as in Pennsylania’s major ciifes, including Pitsburgh. Lam iz a gift of nature.
according o Geonge, needsd by alt and 10 be shared by ali, not by fust 4 fow.

The Haniry George School, anak -profit acaderit instivution, was foundedin 1652 and chartered by the University of
the State of New York. Besides s haadquatiers in New vork, the School has aifiiates in Philadslphia, LOS Angeles, Sar
Franciseo, {ong land, Boston, Chicago and the Dominican Republic. and stale coordinators in over eight stales.

tenry George Sohoot
194 East B0th Slreet, Mew York, MY T 16
(212) BRS-8020
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Most peeple think of rent’ s money naid o erlor for the tlemporary use of items such

asarentalcar. ineconiomics, howsver, the tarm rent or Ceconomicrent) has a different meaning. Fentiz

the price paid for the use of land resources.

Very often payments for land (rent) are mixed with Fpayments tor capiial {interest). f alarmer pays for
the use of afarm, he pays rent on the land io the landowners. bu pays also o the capital improvemenis to
tha house and barpy,

Fent is determined in large part oy the availabil v ot land and peoples’ desire io use it 1 land were
free, ihen any wealth produced on that land would be divided between the laborer who worked it {wanges),
and the capitalist who supplied the capital terest). Mowever, because iand is in demand ) land owners
can chaige for the use of their propert y. Since there is only & fixed amount of land, as iand becomes
occupied, vents can increase drasically, lesvi ving smaller portions of weaith for labor and capiial,

Land, unlike capital or iabor, s fixed in o supply. Because land is necessary for survival, as popuistion
increases fhe rising demand land can cause rert o rise and take a larger share of the wealth pro-
duced. Economic rent is based upon the fact that there are diferences in the productivity pleces of jand
avaitale,

The law of renit states that economic reni of 2 piece of land is determined by com warig that piece of
land's productive capacity with that of ihe least protuctive land inuse. Forexample, land which contains oil
deposits will demand a higher rent than average farmland, because it produces more income with similar
effort. Farmland will receive more rent than a dry, sandy lotior similar reasons. i the pocrestiand in use
produces $10 worth of vegetables sach month, and the same size of hetter Qua!if‘yf farmland produces $100
worth of vegstables each month, then the rent on the fanm is $50 per mionth. Rerd is based on the
productive capacity of the poorest land in use. However, ez more land is Gocupied, less productive iand is
brought inio use. This raises reris on all lands and lowers wages and interest,

Rentis paid only when there s » demand for land, When land was frae, there wag itle or ne re stk il
for privately held land. Now, with aimost all 1and privately owned, renis grow and grow.

Because there is only a fixed amount of land in the woild, people can monopolize fand thiough
ownership. As we have shown, rents can rise virtually unchecked — land 'values’ (the amount peonle arg
willing o pay) can goup and up. As renis Fise, poorsriand is brought nto use. This lowers oo standard of
fiving, because as rents incresse, even on poor land, less wealih is left for wanes and interast. As land
owhers grow richer, the rest of society grows poorer,



THE LAW OF RENT

Activity § - Backgrowsd doestions

ou give copiss of the “Background” (o your students, please have them answer ihe foll
1. Why is the concept of rent confusing?

2. Whai is economic rent? Is it different from our everyday use of the word rent™

3. What iz a surplus value? What causes i 0 ocour?

4. How iz rent determined? 1511 2 fixed percentage of output? Bxplain,

5. d= rent based on what is actually produced on the land? Explan,

& Whai ig the law of rend?

CrRiTg

Activity i - Discassing Hent

ard

in The Principles of Polilical Econoimy, guoted beiow, David Picardo elaborates onthe concept of rent

giresses that rent 13 & monopoly price:

kines, zs well as fand, genaraily pay a reni 1o their owner; and this rent, as well as the rent ot land, is
the effect and never the cause of the high value of their produce.

Ifihers were abundance of coaually fertile mines, which any one might appropnate, they could yield fits
rent; the value of their produce would depend on the quantity of labior necessaiy o exiract the melal fro
the mine and bring it 1o market

But there are mines of various gualiies affording very different resulis with saqual quantities of
sbour. The metal produced from the poorest mine that is worked must af least have an exchangeable
value, not only sufficient o procure al! the clothes, food, and other necessaries consumed by those
empioyed in wer?mg it, and bringing the produce o rmarket, but slse to afiord the commen and crdinary
peosiits 1 hir who advances the stock necessary 1o carry on the underiaking. The return for capital from
the pocrest mine paving no reri wouid regulate the rent of all the other more oroduciive mines. This mine
ie supposed o yield the usual profits of stock. Al that the other mines produce more than this will
necessarily be paid io the owners forrent. Since this principle is precisely the same as that which we have
airaady laid down respeciing land, it wili not be necessary further to enlarge on it

Please answer the following quesiions.
1. What determings the rental value of 2 mine?
2. Why do some mines earmn nigher rents than others for thelr owners?

G, Mow g the wege rate determined for working in the ming”

4. What is the wage rale for working in the mine?

o

How are the eamings of capiial operaiing in ihe ming?

Whal mines earn no rant?

o



THE LAW OF HENT

Activity HH — Evaluziing Land and Capiial Besources

The following chart shows the distribution of American corporate resources.  After siudying the chart,

please answear the following quesiions.

Percentags of

Percentage of

corporalions coOrporale resouces
Corporations with less than $100,000 of resources £4 99, 0.7%
$100.600 o 3250 millon 450 298
Owar $250 million G.1 695

N

Giive some examples of what are included under “resources”

What conshisions can you draw from the chan?

Explain, i your own words, the meaning of one of the calegornies in the chart.

What does the chart fail to show about corporate resources?

Does the chart give us any clues o how prices in general are influenced by this distribution of
resourses’y

Activity IV — Mapping Lamt and Production

In the following chart thers are five sections of lang. Each section is free for the taking. Without the
use of capital, a worker can produce, in one vear, $1,000 worth of goods on Section A, 5900 on Section B,
etc. Please stizdy the chart, then answer the following questions.

Swction:

A

B

C

D

E F

$1.000

$200

$800

£700

FProduction capabiiity

3600 3500

W each of these sections are free for the taking. which would you choose o farm? Why?

1.

2. Whiat would your wages be for farming Sechion A7

2 i all of Section A land is taken (privately owned), and another worker wanis land, which land will
he chooss (o farm? Why?

4. How moch doss the worker in guestion 3 earn in wages”?

5. ifthe worker did not want any of the free land, how much wouid he have o pay fo work on Seclion
Actand? Why?

&, I all of Section B land is taken, and ancither worker wants land. which land will he choose”

7. How rauch witl the worker from quastion: 6 earn in wages?

%, How much would this worker hiave 1o pay to rent Section A7 Section BY

o

As sach new section of land becomeas privately owned. and workers continue to wani iand, what
happens towages? Whathappenstorent? Develop a general staternenitin ihis situation abou
land, wages and rent.



LAND AND FREEDOM
ECONOMIC STUDIES

13. GROSS NATIONAL PRODUCT

Thisis a series of seli-contained lezsons in the study of economics, with aciiviies as Righlights, which canbe used
with any high schoot economics classroom instruction.

£}

Awthors Ted Ehrman, teacher, Oceanside, NY
Foonomic Consultant. Stan Fubenstein, Direcior. Henry George Sehool, NY

Theme: A stangard of measuremend is importanit in svaluating the performance of an eco-
VHTIY

Bub-theme. Gross National Preduct is one standaid by which we can measure the periormance of
an sconory.

Background: See next page.

Lroncepts: « real GMNP.

» current GLNLE.

= ponsumer price index
= depreciation

+ wealth

Parformance Objectives: Students will be able 1o
- evaluate a reading on the subject of wealth
- calculaie and compute a consumear price index
« crifically evaluate the effectiveness of GNE.

Felatod Toxts: - The American Economy, Houghton Mifilin, oh. 30
= Feoncmics, Merill, ch, 14
o Econorics, South-Western, ch 15
. Economics of Our Free Enterprise System, McGraw-Hii, ¢h. 6
« Eponomics Today and Tomorrow, Harper & Row, ch, 14
e Invitation o Economics, Soott, Foresman, ch. 2

Berause today's world demands a better grasp of economics by all, these lessons are pubhished in the public
intarest by the Henry George Schood.

Hernry George was an econonst and philusopher whose land retorm ideas have been adopted it many parts of
Sustrafia and New Zealand, a5 well as in Pennsylvania's major ciiies, including Fittsburgh. Land is a gif of nature,
according to George, needed by all and o be shared by aff, not by just a fow,

The Henry George School, a non-profit acadermic institulion, was founded in 1932 and charfered by the University of
the State of Maw York, idee its headauarters in New York, the School figs aifiliates in Bhiladelphia, Los Angeles. San

Francisco, Long Island, Boston, Chicago and the Pominican Bepublic, and state coordinglors i1 over gight stafes.

Henry George School
121 East 20tk Streat, New York, MY, 10076
(212) BES-B020
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Agptivity H — Discussing Wealth

Below is a reading from Progress and Poverty by He
= 2

d l;,»(,m rmiim ing :";uch e W&y as %0
o pman desires,
¢ ; sire: Dt s the
; es value o material things. Mo-
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Flease answer ihe foliowing guestions:

I

4. Which is o boltes

5. Do

voir give coples of the “Background” 1o your sudenis. piease nave thein answer the following

bz it irmportard that
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Aotévity Hi — Creating g Price Index and Caleulating GNP

IV"! this; &XMP;% we will cormpute price index, current G FLP. and real S NP from the year, guantity and
Price index is determined by dividing ali prices of the current year by those of the
 vear, ;mp muldpiymu Gv H‘-’J (Ur‘%ct ndex = price/base year x 1001 To caloulate current GNP

i Hemies ffng, 31 G OB, divide quantity Tor each vear by the p?‘ie’*f“‘ irslex for
ihai }@a f: I “I”'{?!\! yiPrice Indax x 100). The firei Boures are given as
an example, using Ve ar i

Year Cruantity Price Frice index Currant GNP Heal GRP
i 1 i 100 i i
2 Z 2
3 3 3
4 4 4
5 5 5
Flease answer the following questions:

Using year thies a 10
Caiculate current G, T‘\a CYor al ve
Calculate real GNP for aliy
Compare current and real

alculate & price index in percentage terms.
g in the ahau

sars i tha charl

GLUALP. What conclusions can you draw?

=

Actvity IV — G.HF. - Critical Thinking Skills

Measuring GNP can be m‘:amp!%mt@d bt it is based on some simple fules. In order o betier
vnderstand the numbers invoived in the calcuiaiion of GNP choose three goods and thies services
indusiries o include inthe chant b@!ow, Apppromate the numb:;r of uniis produced yearly for each, (You
may wish i use an almanac,) Then follow the chart and esiimate a price. The entire chart will approxi-
mate those goods” and services' contributions to the wealih recorded in the G N.P. Refrigerators are given
4% an example

Produoct {heantity % Frice ollar Value
Goods: Refrigerators 3 million F400 1.2 billicn

Please answer the following questions:

Does a fise i services such as haircuts reflect a change in our oversll wealth?
A TSE 15 SEIVICES § uch A% harcns milmct £ (,hanq i the G RPLY
an fhe fact thai mo reflect 2 chiznge i overall wealith”? in the
GNP
How does GRLUP. differ from wealith”?
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ECCHORG STUDES

14, BUSINESS CYCLES

sons in the study of sconomics, with activities 23 highlights, which can be used
with e‘.gny hlgﬁ;f". ssc;hooi BCOTIOMICS (‘_|<i%~ﬁf”(}i v nsirachon.

Author Ted Enmman, teachor, Dosanside, NY

Eronomic Consuftant Stan Rubenstain, Oirector, Henry George Schood, MY

Thesne: Businass cycles have been gart of our econorny since industnalization.
Sub-thwrne: The theory of land speculaiion is one of several which explain the dynamics of
business ovcles.
Background: See nexd pags.
Concepis: ¢ dapression
= cortraction

5 ERDANSIoN
< invastmsant
e FBCESHIon

Performance Objectives: bBludents will be able 1o
« eyvaluate s reading on business cycies
» cafculate and compise the effect of sales on business Investiments
- develop a chan showing the fmpact of each phase of ine business cycle o1 econcmic
activities

Aolated Texts: -« The American Econorny. Houghion Mifiin, ch. 15
« Foonomics, Merill, ch, 15
« Foonomics of Our Free Emterprise System, MoGraw-Hill, ch. 14
= Fconomiics Today and Tomorow, Harper & Row, ¢ 14

s« Invitation o Feonomics, Scott, Foresman. oh. 1

wands a betier grasp of economics by all, thase lessons are published in ihe pebsfic

Hecause today's world de

itterast by the Henry Georgs Sohool.

1ef pidlosopher whose land reform wlens have miany parts of
5 i }"“ er1 ngylvaria's major offes, including | giif of nature,
¢ sharad by all, not by fust & few.

M@ﬁ?y George School
121 East 304 Strest, Mow York, NY. 10006
(Z12) BBE-8020



Husiness Cyoies represe r'zi' fig mimaa W sconomic aclivity as ihe sconomy alternates belwesn
periods of good and pad fimss. Hisa eral rule that wiven the economy expards, production, smploy-
Meni, consumer spending, W-oﬂi ] satm imf' stents, the money supply, and prices all increase. Gunng
‘;i‘l'@» period of pfe psrstv paople tem o be umnm;w W"ifié"i thie m:)rr.wmtreyci& production, employ-

m ' ory, 1 f'waiiés'zg MG S Ong

yment and a general slow-dowin of the
SOONOIMY WEre © : iweved thcst ihe economy would Aght tseff
automatically aﬁ@a’ & £im%u Up so shm ;mlu;?_ hsa%arg;f had %ﬂé—"ﬁ%’"ﬁ{}ﬂ\a rated that the economy was a seli-
regutialing system,

Ciassical sconomists believed that {_. nommic deprassions are temporary. The economy is aiways
irying to produce the rmaxirmym amount of goods and services. When iotal supply (zogregate supply)
exceeds tolal demand {(aggregate demand), workers are jaid off because there are 100 many goods
avatiable. Producsrs compete o sell ther unwaniad gcs()d:; by lowering prices, Unemployed workers
acceptlower paying pbs rathar than remain unemploved. Because thers is less of o “demand for monay,”
interest rates fall.  Producers can afford (o produce at a lower cost. Workers can buy these items
aga, Sopply nas agmin creatad s own demand.

Tre Greal Deoression lasted {or more than ten years. This forred econoimisis fo re-evaluata classical
economic theories. John Magm A Keynes becams the Ch;%:‘f orfic of ¢ wanu;,ai ?i'“‘uﬁwrﬁ (?“ He balieved
inat consumer and resource prices are not as flexibie as cizssical economists Keynes said
that unions and big business will yesist price culs. In pericds of recession, pmpie save money for
amergences. They dontspend much, and oroducsrs will notincrease produciion untii demand inoraases.
fn other words, a depression may well cortinue for & long time.

There are many oiher theonies which try 1o explain what causes business cycles. Economist Milon
Frisdman suggests that changes in the money supply cause inflation and depression. The solution lies in
e amourt of money printed and credit available. (”“é‘i’@‘%em place greatar importance on paychologicai
factors which cause pubiic feslings of oplirmisn or pessimism.

Land speculation is another business cycle theory. When land prices rise rapidly, i foliows that
economic rent (the return for the use of land) abssc}rbfs more of the waalih produced, leaving workers and
capital 1o accept smaller returng,  in addition, 1abor and capital are forced ine using nfenor tand, thus
reducing thelr rewards even fuiiher.

Witk land held cut of use. pant of the produciion o
o this speculative land. As more nvestment i focuse
creationof rue wealih. Land speculation sventually resulis

5 is halted since no products can be produced
d on
L

5[ =Culai o, !&s::; f:apuiai 15 devoted 10 the
idle taciorles and increased unemployment

t and iﬂxzé?%%_;&iﬂt ;’smb«i@m can

i’*wi’w [shicts i’*“% f&xhemm o ¢



BUSINESS CYCLES

Activity | — Background Queslions

i you give copies of the “Background” (o vour students, please have them answer the following
guestions:
. Briefly describe the differences between Classical and Keynesian views of the business cycle.

2. Explain the meaning of sgaregate supply and aggregate demand.

-

3. What are some of the causes of depression and recession”?

s

4. What causes the cycle to move from one phase 1o the next?

i

5, How does land spaculation lead to depression?

Activity H — Land Specuisfion - An Alfernative View

In the following qugi& from The Powsr 17 the Land, Fred Harnber opposes Sonventional economic
wisdom and exglains his belef that land speculation is the first caose of depression and recession,

Land speculation disrupts the indusinial sconomy by distorting the distribution of incoms and contract-
ing the supply of land available for homes and factories, shops and offices and farms . . Spscukation
caused depressions by snabling people o demand prices which were exiracrdinanly high: effectively, the
monopolists demand & part of fomorrow’s ouiput today. The efiect of this is o milk the retuins o copital
andorizbor . . Secondly. langd monopoly snables speculators to hold land idle in the expectation of
futures capital gains. Thizis the wait-and-see steategy. As & result, scarce land is wiithheld from production
— i1y itsel preventing new emplovment - and as a conssauence of the contracting in supply, ihis pushes
up the level of rents of land in use. This has the eftect of bankrupiing some firms which would otherwise be
prodilable and competitive.

After having read the passage above, please answar the following questions:
1. Whai reasons doss the auihor give for economiic depressions

2. How do high lang prices affect the return to labor and capital?

A Wnhiat is meant by ‘moropoiists demand & part of fomormow’s outpul today?”
4 Compare thiz explanation of depressions with others giver in the packground repoit.

5. What studies would have 1o be conducted to prove or digprove the auihor's thesis?



BUSINESS CYCLES

Aoiivity i — The Acogleralor Principle as » Csuse of Business Cveles

A gmall change in sales creaies & large change in business inv

this slatement th m:;h a mijl problem. Suppose that Company X kmep $
dobiar of sales, and each year they must rt;p!dﬂ% one millien dollars worth of hr

By

and tear {ﬁwiﬁi aoiafics i)‘

iy

Mai investment is e difforence in ump’i%ﬁ ivastmant fro
nexi. For example, in 1980, capilal investment {money the business puls back info s own bisin
100 million dallars (twice the amount of sales), Eﬁf*pf@msdl@*r i a constant of ong %!I ion dollars. :f% riet
invesirnent of "0 occurs, because the same amount was invesied the pravious vear. 100 mifiien - RES
mition = O, Please il in the rest of the chart. Note: Al figures aie in miiilions

Capdial Depre- m et - Gross

Year Sales trwesimeant ciation ’ nvestrient wastment
{Additional)

TG 5 00 1 0 §
PaE &3 20 | 20 21
1983 T 140 1 20 21
169683 a0
1984 50
1985 140
1956 150
1987 150
1GER 140

After exarnining the chad, please answer the following gusesiions:

BHi i the rost of the chart,

Vihien was capiial investment at iis highest? lis lowest?

What doss ihe charl @l us about the relationship between sales and capital spending?
How can the accelerator princicle explain busingss cycles?

Whiat happens o the economy when gross busingss mvestmsnt :i crenses’

I yvour opinion, what causes sales W level off or decline? Will a decrease n sales always
happen sooner of later?

R

Activily IV — Characteristics of Business {ycies

Below iz a chart on the characienstics of business cycles. Calegorises place verlicaily, across he
chari, show phases of the oycle. The horizontal columns chart thelr characieristios.

For am phase of the businass oycle, T in Mincreases,” "decrease,” of “no changes”™ for each of ine

charactoristios,

Broci o rvasiment Consumpiion Erppopiend Frofits

Prosponity
{2xpansion)

Uhzesie

tttttt T‘)
{coniy




LAND AND FREED

15, TAXATION

This is @ series of seli-contained isssons mihs siudy of economics, with activities ag highiighis, which can be uged
with any hgh school econnrmics classroom nsiouction,

Author, Tad Ehrman igacher, Dcaanside, NY

Econemie Consuifant Stan Aubenstein, Direcior, Honry George School, WY
Yheme: Taxes provide society with public setvices and goods.
Suts-therme: A good tax should meeat specific oritera,

Backround: See next page.

Leancepis: = progressive
e dpsonne tax
« dax poboy
e revenue

Porformance Dbjgctives: Students will be able 1o
« gvaluate & veading on oritera for taxation
« determine the validity of specific local and state taxes
= ot & graph of sersonal tax pavinenis
Hedated Texis: o The American Econory, Houghton RMiflin, ch. 14
o Eoonormes, South-Westers, ch, 22
= Foonormics of Ouwr Free Enterprise Systern, MoGraw-Hili, ch. 27
« Foonomics Today and Tomorrow, Harper & How, ch, 77
« dewitation to Foonomics, Soob, Foresmarn, ch, 10

Bacause fodav's work] demands a better grasp of economics by all, thess lessons are published in the peblc
irwerest by the Herry Georgs School,

Herry George was en econoimist and philosopher witose land reform ideas have been adopted in many paris of
Australia and Mow et as well as in Pennsylvania’s major oifes, inciuding Fiisturgh. Land is a gift of nalure.
according fo Georgse, needed by &l and 1o be shared by aff, not by just & few.

The Herry George Schodl, 2 non-profit scadermic Insiluion, weas founded in 1932 and charlered by the Ui versiy of
the State of New York. Besides its headguarters in New York, the School has aifiiaies in Phifadelphia, Los Angeles. San
Francisan, Long istand, Bosion, Chicage and the Dorminican Republic, and state coordinators in over elght siates.

Henry George School
21 bast 30th Street!, New York, N.Y. 10076
(212} 888-8020
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mocsing 1axes on specific goode or sarvices can encourage cerlain acivities and discourage
others. in the ninsteanth cenmury, the Supremes Court siaied "“!" & power 10 tax is not only the power o

destrov but also o keep alive.” Lat us examing the powars and responsibiliies of axaton.

Atay s a forced payviment made to the governmeant. Without the ability o cdllect iaxes, governmmerts
wouid be unable 1o orovide sociaty with public goods and services such as police and fire proleciion and a
national defenss sysiem. Taxes which are considered unialr can undermine a nation's confidence i lts
iaxation systermn. Without the collection of tax monay, economic activity would ceriainly suffer. Thare are,

cwever, taxaion standzsids which can insure that a {ax s fair and does nol ket hw BLOGTIONMY.

e

First, afaxation system should be set up soihai no one person bears a too great a tax burden. Afair tax
miust weigh the benefits recetved by the 1ax payer sgainst the effecis on his income and wealth.

The benefit theory of taxation states that people who receive the beneiits of government programs
snould pay the taxes. A gasoling tax or road tolis force those who se the highways to pay for their upkeep,
Another system, based on abiiity 1o pay, places 2 larger burden on those with higher éﬂﬁ"}ﬂ'\&% A larger
perceniage of higher income earnings are paid in taxes, while poorer people pay taxes on a smaller
percentage of their earmings.

:

Taxes based on the ‘abiliy to pay principle are ga@l ooy i}gre&;wwﬂ taxes. They are prograssive
maauaaa income ncreases, the percentage igken oul In taxes alse increases. L.-:}ca!., state and fedaral

income taxes are examples of progressive taxes.

Taxes bagsed o the benefi ihgfs:y are us Ualiy regressive. Since the tax remains fixed, he lower vour
income, the miore of i is taken up by iaxes, Sales, property and Social Security laxes are exampias of
regessive taxes,

A tax should not prevent the markat piacs fiom satistying consumer wants, the power {0 tax can

encourage or discourage production, For example, extremealy high gasoline iaxes force consumers {0 buy

smaller cars and drive less. Offering tax bresks for home insulafion during the energy crisis of the 145708
created a whoie new home insulation indusiry.

A good tax can be collacted without denving society valuable rescurces. i taxes becoms oo hiah, or
vlace too large a burden on one sector, the (}a;p!ﬂ wilbwant (o avoid paving taxes —legally orilegally. An
underground econory ofien arises in response to peoples’ desires to avoid taxaiton. Payrments mads in
sash are hgrder © race and harder 1o ax.

Tax p{;iim is a controversial subject. In some ways, taxes help society pay for the services it uses,
However, iLis also ue that laxes ke mongy away rom some people and g!ye itio others, Very often this
transfer iakes tha form of goods and services. Gver the vears, questions of fzirmess and tax svasion have
led government officials to constantly consider and re-evaluate forms of taxalion



Activity ! — Bachyground Gusstions

it vou give copies of the "Background” 10 vour siudanis, ol
questions,

wves tham answer the oliowing

1. What iz the definiion of 2 tax?
2. Ezplain wo standards used o detarmine 3 falr iax,

3 Corirast the eilects ot a progressive fax with the f 5 regressve o

4. What is meant by “lax policy?

i

Whial are some of the services a government provides through the use of 1ax money?

Aotivity H — Evaluating Texation

The foliowing is an excerpt from Adam Smith's The Weakh of Nabons,
Every tax ought to be so contrived as both o iaks out and o keep oui 0 itm pockets of the peopls as

litile as possible, over and above whal i brings into the public reasury, in the {our following ways. First. the
ievying of # may require & greater rumber of officers, whose salaries rm}f eat Up the greater par of ii"w
produce of the tax, and whose perauisites may imposs another additional tax vpon the people. Secordly,

may obstruct the industry of the peopie, and discowrage them from applying to certain branches o
business which might give maintenance and employment fo great muliitudes. While i obliges the people o
pav, i may ihus diminish, or perhaps destroy some of the funds, which might enable them more easily o Go
g0, Thirdiy, by the forfeiiures and oiher penalties which those unfortunate indwviduals incur who attermnpt
unsuccessiully to evade the tax, i may raguenily ruin them, and theraby put an end i the benefitwhich the
cmirnunitaf micvh‘i hfaafe; i'ef“eivaf! trom tha err’splwvmf}s“|f f ihhar . apsml% ﬂm iﬁj_ld cleus tax Pﬁma, a great

wntrary o ali ihe ordmary pflnClp!C‘a oi _|ugi;e:.w first crmt& _he fe gsptatlen, ana tngm pmbheb thus«ae Wh\}
vield 10 il and it commonly enhances the punishment 100 in proporiion 1o the very circumstance which
ought certalily io alieviate it the temptation to commit the crime.

After reading fhe passage. please answer the ollowing questions.

ity

Explain the meaning of the first sentence In the excarpl.

7. Describe the three main poinie Smith makes in s excerpt,

3. y state and looal sales taxss, the
sef today

4. Have any of our current taxes encouraged smugaling”

5 Develop vour own oriferia oy & good t@x.



Aotivity M - Filfine Out 2 Tex He

Sevaral oriteria nave besn reentionad for a

give gach s

add any two gdditional entensa,

ot Loy

agrace and then give thel ressons to the class. Two boxes

agood tax. Usingihe taxes in the chart below, have students
have been laft blank so thal they may

A - gxcalient tax £ - poor iax
B — geod tax B o ternfle tax
© - Tl tax
flght on BESY i s 5
production collect squitable teriainty

Social Secority tax

agasolifies fax

state ncome 1ax

corporate tax

exciss tax

Activity IV — Graphing Tax Paymenis

Tax Day reprasents the day of the year when tax payers finish paying all thel taxes. This includes

federal, siate, local and Social Securnity taxes.

Ve Date Do
| Moy,
1930 Fehroary 13 it
1840 March 8 Seqst,
1650 April 4 Aug,
1960 April 18 July
1870 Aprit 30 June
19815 May 1 May
15868 Jdune 1% ffzpr'é!
March

Feb.

Jan.

183 549 1950 HEl

Onihe graph, piotthe tax day for each daie by olacing a dot on ihe appropriate date
¥ ¥p p

points and skeich the resuiting curve.
Please answer the foliowing auestions,

1. What do vou observe about Hhe graph?”

2. What percentage of the taxpayers’ yearly income was taxed in sach of the
dicated in the chart above?

3. s the tlaxpayer petter off or worse off now?

4. Whai changes m government have accounted for these changes in taxes?

. Which tax do you think represents the b

gve

e

158{

HE)

Then connact the

periods as

biggest burden o the laxpayer? The smatlesi burden”



LAND AND FREEDO
ECONORMIC STUDIES

6. THE SINGLE TAX

This s a sertes of sel-contained lessons nihe study of economics, with activities as highlighis, which canbe used
with any high school sconomics classroom instruction.

Awphor, Ted Fhyman, teacher, Gosanside, NY
Economic Conswiant. Stan Rubensiein, Director, Henry George School, MY

Theme: The single ax represenis a potential scivtion 1o the problems of faimess, enforceabil-
iy and efficlency in axation.

Bub-theme: Land value tzxation evolved oul of the single s movement a3 an attempl 1o make the
property tax more equitable.

Background: See next page.

Concepis: v ginghe 1ax

= land value {axation

= goonomic growth

= urhan sprawl

« dighribuiion of wealth

Ferformarnce Objectives: Swdents will be able 1o
e fnterpret a primary sourcs docurment
O 1 stnaguish between emotional and {ag
« analyre g graph and interpret information

il arguments

Felated Texts: -« The American Economy, Houghton Mifflin, chs. i1, 14
s Foonomics, Merrl, ch, 8
o Foonomics, South-Western, oh, 22
« Economics of (o Free Enterprise Svefern, MoGraw-rill, ch. 27
« Foonomics Today and Tomorrow, Harper & Fow, ch. 18
= fmwitation to Econormics, Scoli, Foresman, ch. 10

Because today's world demands a better grasp of sconomics by afl, these lessons are published in the public
Interast by e Henry George School

Meniry George-was an womm&! aned philosopher whose land reform ideas have been adopted in many pans of
Australia and New Zealand, as wefl as in Permisyivania's mafor cifes, inciuding Pifishurgh, Land is a gift of naturs,
acoortding o George, neaﬁej i}y all and to be shared by alf, noi by fust & few.

The Henry George Sohool, & non-profit seademic institution, was fonnded in 1832 and chartersd by the Umwmﬁy of
e Staie of New York. Besiches its headgiuariess in New York, the Schood has affifigtes in FPhitacieiphia, L.os Angeles, San
Francisco, Long islend, Boston, Chicapo and the Dominican Republic, and state cotrdinators in over afghit siatas.

ey ﬁ@@?gﬁ School
127 East 30th Street, Mew York, MY, 1001
(212} BB9-8020
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Atax should oe fair. W should not place & b 300 018 Person's production ettors than ihoss
of anather A‘:aﬁ nould notincrease the naw,;un % in the distribution of wealth and income, Atax should
nict decresse the production of weaith, i‘am shotdd be oo a minirun cost. Dioas the
HEASLTE UD tu these criteria of 2 good (ax?

=

Henry George, a2 13h cantury economist, believed strongly in the enefits of taang land valuses
onty, He believed ih;;ézl a person should be entiiled 10 the wealth he creatas, Thus, labor s entiled 1o the
fisti it caichies as well as the apples # haivests. A parson who provides capital 0 produce clothing is

erfitled w0 the wealth geners @d by the machinery and ols. A fax on the wealth created by labor and
caphst s equivalent o Bking away ona's own roperty.

Lard s not oreated by peopls. Laﬁd vaiue iz creaied by the community and ali the services il provides.
This mcreases the demand for land,. Therelore, anvincrease inland value belongs 10 scoety. Atax onthisg
wealth, crested by the whole {:@ﬁzmbmiy wobid be g falr lax.

Henry George proposed the Single Tax o helo reduce the unevan distribution {)‘I Wean
throughout the United States. s purpose was % give back o sonlety the wealth society »:,r'@:rééed

A tax discourages the use of the hing faxed. Ii labor and capifal are taxed, they will be used
less, Less wealth will be created. However, 2 tax on ir}m salus encourages land use, Aland owner must
use his land i order o produce wealth and pay the lax. Land speculators, people who hold land !dl-‘* o

profit from Bis resale, would be taxed on thelr idls lands. This would encourags iham o use or sell thelr
nds, making more and avaiiaple 1o people who want and need it
lands, making more land available 1o peopl ywant and niced it
o make land productive, cne must tire labor and capiial ic work on it This reight mean farmers ©

tarn the land, of construction workers 1o build & shop of rai} artment houss. The land value tax helps
unemployment and stirmulates new growih,

Taxang land value lighily or not st 2} encourages land specdlation. When land is heid oul of use,
buiiders are forced o move urther away from urban centers 10 acauirs land. & uriban sprawl wastes
iand and Increases iand prices, ranspodtation and comimunity service cosls.

A effective Single Tax would eliminaie the need for a huge buresucracy of tax coileciorns, lawyers,
accountants and judges devoled to enlireing or avoiding | “!“s s wide variety of tazes that exiat nday. The
land valus tax s still being proposed today as a major solution o the problems of wiban centers, By iaxing
land value and not the value of buildings or improvemanis on afhéae largd, ciies can encourage growih. The
tax would be easy Es::) collect and would aliow the governmeant to judge what each person owed siraply by
evaluziing increases in land vaiue,

Henry George opposed all taxes on weealth produced by labor and capital. Throuwgh the Single Tax,
iznd values creaisd by the cormmunity would be brought back into the commuenity inthe form of taxes. This
tzx would hielp 1o redistribuie weaith by placing 5 farger tax buiden on those who own more valuable
Izl The Bingle Tax sesms 0 meet our aritenia for a fair tax.

Activity | — Background (usstions

1. How does atax on land values differ from g tax on labor and capital?
2. What s meant by land value? Who or what creates land value?

3. Does land specalabon create anyihing of valus for socisty? Explain.

4. bBrefty descrine the e it rnam charvacianstos?
5. nidown siate?
6. implementation of land value




e

by,

The excaipt below s rom a spesch by Herwy George ahdil

L5y hag the offe asily available by
rchusiry of valu vt do not care 1o

s While the ai)-;léu\;rw of ia¥es o iam o the products of labor
o, the takdng of 12 axation would free the passive
5T use C}T Und ne w{i&d for

vge i *mid if e for & Fa!gﬁ’ e ol
wonkd fres the m‘iiw; stemant of produs
slevnard by destroying speoulatiy
dae. i any one will ou!; 10"‘!‘ 3mu; :‘

Flease answer ihe Tolowing questions:

1. Sased on the reading, whial i3 the eflact of faxing labor and capital?
G P

P

What ig ihe sffect of taxing vacant iand?

3 What practice would be discouragsd ¥ land were (axed more heavily?

4. Would urban areas change if Gaorge's laxstion ideas were caried out? Bxplan
5. Would the Single Tax belp or hurl the farmer? Explain,

Activily H - Beelng the Other Side

Five people who represent differsnt nderests asitend a local m etmg regarding changes in how
property taxes shouid be assessed. Please read each speaker's siaterment and ihen answer ihe questions
which follow,

Speaker A — 1 am a homeowner who would like 1o improve my property. Howaver, | am afrald ithat if
add a raom 1o my m;ﬂmz@ or extend my patio, the property taxes on my house will increase greally. Twould
h wes recduced

I owne S0mMs unl "'f{}l’{i?‘s,f%-“j tvacant) land i o | am sgainst any micrsases in the
uiport pubiio i o ro servic ";x,:%”w shioukd | pay
£s shoul bf—s Lk} gmi on the

?’wgr&

Speaker O - Lundersiand that you S P59 unemployment rate. Lam interasied in ocatin
iﬁr{;eﬂ{!wm Lproduction plantin your area. Pwmwr ihrﬁcc; tofmoving and constiuchion are diso ;waw
ing e rom u:é”ivng o vour iown. i ovou cut my g;iﬁpwty taxas in half, | might consider the move.

axad at alowrate, Thislands c:u;wf“es'"ﬁlaf
Baiif 2 Dig tactory 12 buill i town, the land

"oy oy e
Wit sunpon more people. Mors
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6.

THE SINGLE TAX

- Should speaker O be given a special tax Droak? bxplain,

i the tax on buiidings and improvemenis were eliminated, who would baneiit? Who would not
benefd? Dapla.

35 fir b e S R - [T & b o f < o ]

Winich speaker takes & position clessast (o that of Henry George”
f. o - g S H - 3

Why does speaker A feel that the property tax is unfair’

Does speaker B fea! that the property tax 1z unfar? Why?

Hew wouid Henry George answer speaker B7

Activity IV — Budlding Constructon Chart

Below is 8 chart on consiruction ik Pilisburagh betwesn 1978 ang 1950, Stuay the chart, then answer
the questions which foliow.

Building Consiruction

oW =

&

Coenstruction in Plitsburgh
1978 — 1980

3300
v
Deceniber
1879
G208 InCreases
miillicen December land tax
1978 to
NCreases 3%
1and izy from ) //,’7 -
124% 1o A

ST
niliion

Jar, - Dherer.
19748

What happened 10 construction in the vear 19787 In 19797 19807
Based onihe chart, what is the most important factor in bringing about a change in construction’?

Are there any oither factors that could have influenced the consiruction industry in Pilisburgh?

When construction increases, whai do you suppose happens to land val
i land?

How would {5
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ECONOMIC STUDIES
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This is & series of self-contained iessons in the study of sconcrics. with activities as highlights, which canbe used
with iy high school sconomics claseroom instruchion,

Avthor Ted Bhrman, teachsr, Ooeanside, NY

Foonomic Consaftant, Stan Fubenstein, Dirscior, Henry Georgs School, MY
Thee: The industiial Bevolution led io new methods for sroducing wealih,
Eub-theme: The Maithusian Theory siates that popuiation will increass faster than our means of
subsisience.
Background: Ses nexd page.
Conienis: o daw of diminishing retums

o arithmedic progression
v geometiic progression
« spesialization
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The use of new machinery and working techniguas ushersd in by he Industrial Bevolulion anabied
lebor to producs more weallh than ever before. New goonomic groups appearad in society. Factosy
owners, managers and retal mercharts ware able {0 amass hugs guaniiies of wesalth as g resul of

inaustrslization,

&5 the new wealihy ciass emerged, the poverty of the working pocr became iiore apoarent. Kiiions
of workers moved into dirty and congested ciiss. Wages were so low that entire families were sometimes
forced to work in factonies in order to sam only a subsistence wage — enough money (o buy the bars
rrerimnu of food ano ciothing,

Thomas Malinus explained the reasons for poverty with theoiles of popuiaiion giowih. He said that
thers 18 a natural fendency for popufation o increase bevond 8 socisty's means o support it Hecauss
population grows faster than peopia’s ability 1o produce wealth, noverty is insvitable.

I the population incrsases as the level of lachnology and and rescurces remain conslant, wages per
personfalis. This concepiis called the law of diminishing retums. This hapoens because sach worker has
less land and technology 10 use in the production of wealtit

According o Malthus, population grows geomedricaily (1, 2, 4, B, 16} while food supplies grow
arithrnetically (1,2 3,4, 8). Astime passes there will be a litte more food, bul many more people. Socialy
will be forced to adjust 1o a8 lower standard of iving. Alarger percerdage of the popuiation wiil Bve at or
valow the subsistence level.

However, Malthus failed (o take accound of changas in tschnoiogy. Mew technological discoveries
and cur ability o apply therm 1o production have aliowed society 10 increase wenlth faster than population
grovss ity the industng) greas of the world, The assembly line, first used by Heary Ford in the auls indusiry
helped create weallh more easily. The use of specialized tabor also heiped peopie work more efficient-
tv. Ajobis broken down imo several simpls tasks which workers can complete gt a higher spesd. in fact,
contrary o Mabthug' prediciions, the standard of living for Industrial areas has increassd.

It retrospect, one can seg cartaln amors in Malthus' predictions and in the arithimetic and geomeinio
progressions he used. However, his push for population control does represent an attempt io forestall the
danpers of a population explosion. Malthus divided checks on population growth inle wo calagornies)
poative, things which betall a people andreduce fhelr rumbers, such as sickness or war, and praventative,
of mar-made afempts o reduce the binth rate. Malthus believed that his theories on populaiion growth
tolfowed a paiural faw. In the early 1800s, this sllowad the wealihy to biame the poor for ihelr own
miseratle surroundings and low standard of lving.

Although Maithus' dire predictions have not vet come e, psople st suffer from poverly and
nungaer, Thus, many Teel that there iz a relationship between increasing population and povarly,

THE MALTHUSIAM THEDRY AND THE LAW OF DIMIMISHIRG RETURNS
Apilvity | — Backgeound Guestions

I you give copies of the "Background” (o your siudents, please have them answer he following
gueshans,

1. What weare soi Irdustnat revoiution?
2. What s the Malthy

3. Mow do anihmetio

4

4 What dig Malthus |

and geormetic progressions
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THE MALTHUSIAK THEGHY ANMD THE LA BHMISHING RETURNS

Aotivity 8 — Comparing Views on Poputation and Poverly

"E!fi Stwnivy

s “n:;zg e aafely asserled, h
gl prograssion of such a nature

rafors, thal pooulation, & W & Genmeric-
io doubls itsalf evary iw mywma gwars,z ¥, sedting o from a
ml@n Y we ir«eupiww lm,r}f suck se England, France, Baly, or Sormany, we were 1o suppose 1hat,

By ¢ g;maz aiterdion to agriculure 1 srmmnerdly increased every tweniy-live years
!:}; & quaniity squal to that w?“..a,!” it at pra erd producss | i wou!zi be zliowing a rate of increase
decidedly beyond sy probability Yt this would e Wha;%ihs“f. ! pm{}*@%:aﬁ*

and would é"rﬁ? short, heyornd ali mrrpdmuﬂ ot the natural iIncreases of population in a geomelrical
CHORTESRInn,

- Thomeas Malfus

it has hoen oa | immi that under favoursble ciroumstances populabon miay be doublad n
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Plaase answer the ioliowing que

1 Wyhiat is the ceniral ea expressed in the first reading?

#. How 4o the readings differ concerming predictions about the future?

3, How acourate sre the weas of Malthus todav? bxplain,

4. According to Ricardo, what hapoens o labor when capital incresses faster than popule
tii Wmlm;,

5. Which analvas i correct’? Explain,

Activity W — Resding g Cheel argd Plolling & é“gmgm

Saiow 13 a chart and on the next page, : ¢
resources {land. labor and capitely. Thev
rescurcas and ioial wealln o the fﬁmph rf, YEAIE

o “*hr.taau e o ;mph represents the oia
ts total weal th rwda;w esd 5“!@1{ bean the 1otal
COnnRLot ithe },,!(jz-ﬂto,

LHART 4

Labor Foree + Land sned Caphal = Tt Fostad
Yemes {Fsttiors) . s Hesouroes Yealth
2 143 17
3 1 Pasy
4 10 )
10 £
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THE MALTHUSIAN THEQORY AND THE LAW OF DIMINIGHING RETURNS

8 e FEIL i o

i : - ; i ' r t .
it 5100 15 260 25 30 a8 4
Toiat RHesources
Please anawer the following questio

-y

. Wiat happens o the siope of the curve?

2. What will be the effect on the curve as poputalion Increases”?
3. Divide total wealin by total resources for each year on the chart, Is there a patiem” Explain
4. Divide total wealth by fotal labor for each vear on the chart, is there a patiern? Explain,

What can vou conclude about intal wealth when land and capital are held constani and

increasas? Dxpiam.

e

What would happen if capital increased and populaiion rermained the same? Bxplain.

oY

Activity IV « Fopeudation Growlh
Study the chart beiow ard then answer the ioliowing guestions:

FOPLLATION AMD GROWTH

Pepulation Par Capita EERLE A
Hation (idilhesns) e {Exilions)

¥1.800 $1 666
e 156
13,451 L
750 o0

ideaco
Fhifippines
bis

N igeia
South Korea

1. Which nations :nd the lowest per capita income?

£, Which nations have e highest and lowes! G RP, (Grose Nadional Product)?

conmeciion betwesn population and GRP7

oulied by 0 suppart the M: i theory? xplain

5 Which nabons disprove the Maithusian theory? How?
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The economy of the 19805 In the United States is in the process of change. Radical shifte in the U5,
emploviment struchure ocour as Americans move from an ndustriat, blus coilar foundation io & service-
oriented work {orce. The country has ntly expenenced hich unempioyment in the auto, siesl, toxiie
ark! shos indusiries. While vnemployment remains 2 major probiem, we have seen other goods-
producing ndusiries expoit hundieds of thousands of jobs (o foreign countrias where labor can be obiained
e chaaply,

American workers have asked the federal government for relied from what they believe 1o be uniair
foreign labor competition. Several government options would be 1o increase tantls or taxes on imported
goods, create guotas to imit the amount of incoming foreign goods, or subsidize American industry with
government monay. These measuras might help initially, but would also discourage international trade
and ralse consumer prices. To further explors this situation, we must discuss the nature of national and
witernatonal trade.

The objective of rade is 1o increase a society's wealth, This is done by producing products it can
create easdy and mexpensively, and Wrading some of those for things # cannot make g0 sasily. For
example, Amenca buys well-made Swiss watches, The Swiss buy the grain that we grow guite efficient-
by, Economics is the study of how society tnas to satisty unlimited wanis with limited resources. internation-
al rade 15 one method of achieving this goal,

tore than 200 vears ano, Adam Smith observed thait nations, ke individuals, have diffsrert characier-
istics. kach nations’ capacity for fabor, capital and land resources differs. This permils couniries o
speciaiize in the production of centain goods. Two nations may wani to ade with each other i one can
produce a product more cheaply than the other because of its mix of resources. Thai country is said 1o
niave 2 absolute advantage in that produat,

However, trade would bensfit two nations sven if one had an absclute advantage in both ttems
raded. Letussxamine why. Couniry X7 can produce 30 units of radios or 35 units of rice while countiry “Y”
can produce 25 units of radios and 20 units of rice for the same cost and fime period. Country “X” is said to
have an absolute advantage bacause it can produce both products more efiiciently than couniry “Y". (X
also has comparative advaniage, because itcan produce one product more efficientty than the other)) But
i couniry X7 selis rice and buys country “Y"s radios, then X still gets profits from the sale of rice, “Y” gets
the nce i wants (stll more cheaply than it could produce it itself, and radios are siill produced and sold,
Both countries benefit thiough irade.

n conclusion, an shility (o specialize in the produciion of goods, 1© gain an absolute advantage, should
encouwage free rade among nations. While sach nalion attempls to discover its own compaiative
advaniage, hrough trade, the world siill benefits from a more efficient aliocation of its total resource-
5. Other benefits of international trade include an elimination of surpluses and shortages, lower consumar
prices, and a greater eguality of resource prices,



COMPABATIVE ADVANTAGE

Activity [ - Background Questions

i vou give coples of the "Background™ fo yvour siudents, please have thermn answer the following
Gl Shiong;

1. How can imposing taniffs and quotas save jobs?

'y 5 - i [ E ca P . I
2. What type of subsidies can the govemment use 1o help business?

3. Do tanfis, quotas and subsidhes cost socisty anything? Explain

4. Lxplain e meaning of absolule advantage.

[

W eountry A can produce 20 units of radios and 20 units of noe, and country B can produce 10
units of radios and 20 units of rice, explain how trade can m@;nef fhess two nations,

&. What are the benetits of & free trade policy?

Activity if — Creating & Froduction Graph

Diesian two graphs to show the production possibilities for each of country X and coundry Y. Eachhas
the same quantty of resources. Qn graph paper, let the horizonial axis show e amount of rice produced,
and the vertical axis the amount of cars produced. (Amounts ars inUnitsY Plod he glven numbers on one
graph. Connect the points to make two curves, one for each country. These ate the produciion possibility
surves.

Cronsniry X Country ¥
Feaatbility Rice Uars Possibility Hioe Cars
A a ] A ] 30
B 10 20 [ 4 24
9 15 15 i 10 15
B 20 10 L 14 &1
E 30 0 E 20 G

After maiang the graph, please answer the tollowing guestions:
1. Which nation has an absolute advaniage in the production of rice”?
<. Which nation has an absoiute advantage in the production of cars?
3. Which nahion has a comparalive advantage? in what product?

4. Explain the meaning of the production poasinility Curve.

o

Using the figures sbove, explarn why couriry X and Y trade,



COMPARATIVE ADVANTAGE

Activity U - Beparating Fact from Dpmsion

A fact iz something that has actually happenad of can be proven 1o be frug, Ar opinion s something
that & person belioves 1o be rue. An ooinion cannot he proventc be true. Pleass wride fact or opinion nexiio
aach of the following statements.

ioOA naton gans mere sconomically Bom imporis than expons.

2. Compmranve advaniage leads (o specialization within different naiions.
3. Protective tarifls are bepeficial 1o the countiv which receives thern

4. David Ficarde was in favor of free trade.

.................. 5. Bpecialization and trade depend on comparative advantage between ocunines.

7oA quota generally increases the price of a product,

8. Free irade imoroves a nation's economic weli-being.

9. Al VOHs are produced i Japan, Therefore, Japan has a comparabive advardage in the
production of VORS.

LA pabon i3 betier off economically 1 exports morg fhan i imports.

AcHvily IV - Hesearching American Indusiries

To bagin your ressarch project, choose 5 U5 indusiry that has been adversely sffected by foreign
frade competiion. Suggsestions tor thess types of industies includs; automobilis, steel, lexiile, compuier
argd television manufaciurers.

After choosing an industry. please do the following:
1o possible, oo o a depanment store o oullet which sells the orodugt you chooss. List he

various manuiaciurens making those goods, and indicate whathar they are forgign or Amesqican
COFPANes.

f5
5
=
=
o
o
o

a2 A0-500 word essay on the effect of orsian competiton ory

a2) workers
bl management

o} economic condihons in ihe commursty



LAND AND FREEDOM

ECONCMIC STUDIES

19. FREE TRADE OR PROTECTION

Thiz iz a sertes of self-contained lessons in ihe study of sconomics, with activilies as highlights, widch canbe used
with any high school sconomics classroom instruction.

At Ted Ehvman, teachar, Ooeansida, NY
Foonomic Consuftant: Sian Fubenstein, Direcior, Henry Georgs School, NY

Themie: Kations tend 1o protect their economias from {oreign compatitors,
Bub-themne: Free trade encourages a more sificient use of resources.

Earkaroumd: See next page.

Concepis: o fres frads
= protactionism
+ suplus
= nfant industiy
L E]

Parformance Objectives: Sudents will De able o
= analyze & reading on ree rade
= defend a positlon for or against free rade
« rofe-play 1o sharpen debating skills

Relsted Taxts: - The American Economy, Houghton Mifiling oh, 19
« FEoonorrrics, Merrill, ch. 18
« Foooomics, South-Western, ch. 24
o Eoonomios of Our Free Enferorise Sysfern, MoeGras-HH, oh 30
« Foonomics Today and Tomorow, Haiper & Pow, ch. 14
invitation to Foonomics, Soolt, Foresman, o 15

#

Because todav's world dernands a belter grasp of sconomics by il these lessons are published in the public
interest by the Heary George School,

Herry George was an sconomist and phifosopher whose land reforr ideas have been adopled in many Dars of
Austrafia and Mew Zestand. as woll az in Pennsylvaria's major cifies, incliding Pittsturgh. Land is a grit of nafure,
according o George, needed by alf and ic be shared by alf, not by just a few.

The Hery (George Schodd, anon-profit scademic insifiution, wag foundedin 1932 and chartered by the Univarsty of
e Siate of New York. Basides iis headaguartars in New York, the Schoof has affizies in Philadeiphiz, Los Angstes, Sen
Francizeo, Long lland, Boston, Chicago and the Dominican Repubilc, and siste coordinators in over ¢lght states.

Henry George School
191 Eogt 30 Streot, MNow YVork, WY, 10048
(712} 889-8020



FREE TEADE OR PROTECTIONIGM

“Undar a system of perfeciiy free commercs each couniry naluraily devoles its canital and labor 10
such employmenis as ase most beneficial 1o each. This pursuit of individual advantage is admirably
connected with the universal good of the whoie ™ With this quote from On fhe Principlas of Political
Economy and Taxation, David Ricardo sides with free frade on the issue of free trade versus protectiorism.

Cizssical sconomisis, lead by Adam Smiih and Dawd Ricarde, belisvad strongly in the benfits of iree
frade. According to them, free trade increased world produciion and encouraged specializaton, where
indusiries choose only one or a small number of specific fems to produce. According to classical
seonomisie, if each nation produced the Hems it could produce most easily, then the world would be using
its rescurces most efficiently. Frese rade would alco eiimminate shortages and surpluses that ocour in
indhadual nations. Each nation would be more efficient, toth techpically and economically. This in urn
would bring about tairer onices and reductions in unemployment.  Through free trade, resources would be
redistributed and a greater equality in the price of resources would be achieved. Inotherwords, wage raies
in some countries would fall, whilz in others they would rise. The same would hold true for interest rates.

Free frade hag lost much popular supeort as Amerioan workers and businesses are losing control of
their domestic markeis, Today many people charmmpion systerns of wage protection and employmerit
profection. The basic idea behing anti-free trade or protectionism is that tarfls and trade guoias can
protect Amedcan workers from cheap foreign fabor. Cheap foreign labor lowers the price of foregn
imports, towering demand for more expensive American-made goods. Protectionisis beliave that econo-
mic protection aliows workers io make more money, which they will vitimately spend and feed back o the
domestic sconomy,

Frotectionism, it is claimed, would also allow for a strenghtening of national defense. A nation must be
selt-sutficient in those iIndusiries necassary o carry on awar. We could not afferd 1o rely on anoiher nation
tor alrplanes or ammunition.  The impact of the Arab oil smbargo inthe early 1970s illusirates the nesdiora
ceriaan amount of ssif-sulficiency.

Protectiorists also argue that the economy should be diversiiied for safety’s sake. If a nation relies
iargely on the production of one orop or product, its income could be severely restricied if, for example, the
crop fails, or 4 better substibute to the procuct is discovered. The old saying, "Doni pui all your sggs inone
basket” sums # up.

The infant industry argument for profectionism assumes that & tanff on competing impors woula only
be ternporary. Proieclionists say thal a new, emerging indusiry, such as a shoe manufaciurer, ight need
& head start on the foreign competition. A tarff on imported shoes would raise the price of foreign shoes
and allow the American business o prosper. The theory is that, once the infani industry is on itg feet, it will
be able t© compste without the aid of a protective tariif. in practice, howsver, once an indusiry acquires
protection, it is reluctant i aive B up. The fextie industiy, for examole, one of the first LS industiies 1o
recelva protection, 1s siill clamoring for increased protection today. Infact, there is litle incentive 10 aver
outgrow the “infant’ stage.

Whether we ephoid 2 national policy of protectioniam or free frade, it is recognized thal, in order for the
Untied States o compete with ntemationsl tade markels, s necessary 1or us 1o improve productivity,
uprade capiial invesiments angd Detler use land resgurcas.



FREE TRADE OR PROTECTIONIGM

Activity [ — Backgrournd Questions

s give copies of the “Background” to your students, please have fhem answer ine followinig
pueshons:

5

1. Briefly describe the main arguments in favor of iree rade.
2. What is your stance on the free trade issue?

3. What are the arguments which favor protectiomsm?

4. Dioes free trade harm society as a whole in any way?

5. Does protectionism harm society as a whole in any way”?

&. What is the ralationship between free tade and technical and ecorwinic efiiciency?

Aptivity H — Reading from Protection or Free Trade

The following is an excerpted passage from Protection or Free Trade by Henry George.

Trade is not invasion. 1 does not involve aggression on one side and resistance on the
other, but mutual consent and gratificaiion. There cannot be a trade unless the parties io 1t
agree, any more than there can be a quarrel unless the parties toitdiffer . . Givilized nations,
howeaver, do not use their armies and fleets to open one another's pons o rade. Whatthey use
their armies and fleats for, is, when they quarrel, io close one anciher's ports . And their effort
then is io prevent the carrying in of things even more than ihe bringing out of things — Froorting
raiter than exporting. For a people can be more quickly injured by preventing them from getling
things thar by preventing ther from sending things away. Trade does notrequire force, Fres
trade consists simply in letting pecple buy and sell as they ward to buy and sell. 1 is protection
that reguires force, for it consists in preventing people from doing what they want to do. Protec-
tive tarifis are as much applications of force as are blockading squadrons, and their objectis the
sarme — fo prevent rade. The difference between the two is that blockading souadrons are a
means whereby nations seek to prevent their enemies from frading, profective tariffs are a
means whereby nations attempt to prevent their own people from trading. What protection
teaches us, is to do to ourselves in time of peace whal enemies seek o do fo us in fime of war.

Please answer the Tollowing questions:

1. Whai is the main point rmade in this reading?

2. bow does irade differ from war?

3. What similarities exist between protectionism and blockading squadrons?
4. What Iz & "free rrads™

5. What doas “frotectionism” mean?



Sotivity #i - Spesking Out on

Below are soven “comme
speech. Inchide one specific exarmple for

¢

iz f e When Americs
Shoe companias makes g
wes'k%: ra are oul of johs,

arahogs

Speasker 2 — i some couniiies have (s
Ly haw: W e wace, no workman's compensat
Amgrica shouid nave nothing o do with sxoioiting tha
factonas in those couniries

f(?’"iﬂ"i 1
should niod ha

Spsaker 3 -— i1 all rade barters wers ¢
sonpete nirdernationa! rade, Lack of productivi w frowm APnencan wor
this,

Bpsaker 4
wnpors, Americ

Soeaker 5

rade subsidies and wmnﬁf ynfairly io ;‘mfem

Spesker § If zii wf‘ff"?e&rs loge 1 izl e TRTEETeialy ;
rindusiiies where the United Siates has a shoy iag? m wmke 5, Ee micro-we
Speaker7 - Aslong as Japanese companias
refuses 1o aliow the American semi-conductor bm
must retahiate by placing tanfis and guotas on s

Activity IV — Representing vour Grovp ai 8 Congressional Hesring

Simulaie a Congressional Heanng in which the class is divided into groups of five. Some groups wilt
represent indusings hurt by foreign compatilion, and some wall be free trade advocates. Have saoh groep
chioose from thea f@aiuwmg ést of organizations. The group will p oam an arguiment hmri respresent im
organization betors a Congressional Heaaring ¢ QJW;:I%&C% fo d!f-‘xca ¢ folicw / ‘
raised by 50%. Guotas on imooris should be binit
sach group discuss thadr fopic, then choose one |

Maticnal Associ gtum o Pﬁas‘u ciurers
éﬁhamhef of Commers

{nited Auio W()rk@w
Irnpon- Fxpm T Assnci c%t:cwa
Qrﬂw %afiur Lomdi
Consumer Jrgan

t Workers Umon




LAND AND FREEDOM

ECONOMIC STUHAES

i?iis ECOMOMIC PROBLEMS OF
ESS-DEVELOPED COUNTRIES

This is a series of self-contained lessons inthe siudy of sconorics, with activities as highlighis, which canbe used
with any Pigh sohool sconomios classioc inshiuotion.

Authior: Ted Ehrman, teachar, Ocsanside, NY
Foonorie Constfiant Stan Rubenstein, Director, Henry George Schood, MY

These: Fconomic systerms of less-developed countries are based primarily on agnculture,
Sutetheme: Absentee landownership, common in many of these nations, is & Major sconomic
protia.
Backpround: See naxt page.
Loncepis: = lard reform
= kibibuiz

+ ahssntee landownership
« cooperative
¢ LG,
Ferformance Objectives: Students will be able to
o anslyze a reading by Sun Yab-Sen
s use an almanac o research information on different countnes
« evaluale a charl on patterns of land ownership

Reiatad Texts: < The American Economy, Houghiton Mifilin, ch. 18
« Eronormics, Merrill, ch, 24
« Foonomics, South-Wastern, oh. 24
» Fronomics of Our Free Enferprise System, MeGraw-Hill, ch. 390
« Fepnonics Today and Tomorrow, Harper & Row, ch. 21
s nvitation to Foonommdcs, Seon, Foresman, ch, 17

f?m&m@ loday's we}ﬁﬁ d@f??af’i’fju a befter grasg of economics by &, Hese lessons are published i the publc

[ 3 o ifeas Fave been adopted in maiy parts of
Ausirafia sard New Zeafand, a5 well a5 In Pannsylvanis's megor prcludhing Pitisburgh. Land i a git of nature,
aeoording W Seorge, aseded by all and o be shared by aff, not by fust

The Henry George Schood, g non-proiit aeactemic instiution, was foundedin 1932 and
the State of New York, Besicles its headovarters in Mew York, the Schoof has affifiates i Philad
Francizoo, Long Island, Bosion, Chicago and the Dominican Hepubfic, and stats Ca@mmm‘ufa in uw“f ug!ﬁ sﬁm%

HMenry George School
127 BEast G0k ?:*s"%i Mew York, MY
{212} 8898020

m

ﬁ
A‘;"é
i
&



ECOROMIC PROBLEMS OF LESS.DEVELOPED COUNTHIES

Most of the nations in Afitca, Asia ang Laiin Amenca are classified as less
L0 s). These counties are largely agricuiural and maindamn 5 very low standard {}i’ ng ﬁﬁ@f‘ﬁ
i&rﬂ igs Hve on farms and produce only encugh food 1o survive. A major drought or severs stoom can fead

o the deains of hundreds of thousands of people.

Fost of the L D.C. population live onfarnms ag lenant farmers, They rent their farrpland from absenise
landlords. The rent is usually fixed at 2 percentage of the crop produced by the farm family. Renis are
often vary figh (50% of the crop), leaving the family litlle income.

nee farmers live at subsistence level, any savings are considered a luxury, Farmers cannot afford o
trw&:;\i Cd;lt i their farms. The absantes landiorg colled zs i, but does not invest money into caplial
{plows, better sead, feriilizer) which the farmer needs 10 grow more food. Landlords iy loan money 1o
farmars, but at exorbitant rates of interest. Food p!’&dhiil(ﬁm remaing low, and farmers have itlls inceniive

to improve ther farms Decause they do not own themn.

1
e

After World War H, several nations began 1o ook for new methods fon improving fam pwtﬁuf“%ii}*‘i The
ese changes all revolved around land reform. By sliminating the absentes landiorg, reformers hoped that
valuable income could be relrvvasied inio famm mprovemenis, A new farmear-iandowning b!fﬁ%i‘:f would have
fiew ncentives 1o take more prids in produchon,

I 1950, Communist China introduced thelr land reforms. The govermiment seizaed the holdings of
lendlords and distnbuisg the land o the landless peasanis. Smiall independent farms were bandad
together to form cooperatives which share farm machinery and tools,

The government ther turned (o large-soale collective farming. Farms of five to tan thousand families
ware formad and contrelled by 2 government which mades all the production and distribuion decisions.

Japan and T alwan adopted ditterent iang reform pmgrarm than China. Most lands were taken from
thes landiords, bt they were allowasd to keep 2.5 acres for themseives. in bothy Japan and Valwarn, the
number of farmers who worked and owned their own fﬂ’ma increased alimost wo-fold.

bsrael ds ve%apm fs own brand of land reform, embodied in the kibbotz and the moshay, On alibbutz,
or collective Tarm, land 15 owned Dy the govermment and leased i the collective for 48 vears. Henls arg
small, and membership on the kibbutz iz voluntary, People share work Dased on their different skills.

The moshavis a cooperative. Inotadual farmers rent thelr farms from the goverswnent. Farmers work
their own fanins, and lanm famiies ive in private houses, The farmner usss the cooperative (o inance s
farm loans, buy supplies and mariel his products.

in order for any fand refory (6 he effective, the oroposed program must tbe accompaniad by & system
for improving fanming metheds and groduction. A method for capital financing throughioans and a way 1o
educaie farmers will help less deveioped natlons o achigve more successtul land reform programs,



ECONGMIC PROBLEMS OF LESS DEVELOPED COUNTRIES

Activity | — Background Questions

It you give coples of fhe “Backgrouad” to your studenis, plesse have them anawer the tolowing
guestions,

T What 15 4 less-developed couniry? Give several examples.
2 What are the major problems facing these arcas?

3. Mow did Cormmunist Ching desl wit

znd reform in the 195087
4 What measures did Japan and Talwan use o promole land refor?

5. Cormpare ihe kibbulz with the moshav in lsrael,

Agtivity if — Analyzing s Heading
tn Gan Min Chu (Three Principies of the People), Sun Yat-Sen stated the following:

When modern, enlightenaed cities levy land taxes, he burdens upon the commaon peapie are jighiened
and many other advantages foliow. [f Canton city should now collect land taves according 0 iand valoe
the governmen? would have & large and steady income, and there would be & detinite source of funds for
administration. The whole place could be putinto good order, Allmiscellaneous taxes could be remitied.
The water and electie fight systern vzed by the people could be provided without charge by the
government and wouid net have 1o be a burden uponindividuals, Funds for road repais and for upkeen of
the police systern could also be appropriated out of the land-tax receipts; extra road and potee taves would
not have o be levied upon the peopls. But af present the rising land values in Canton abl go to the
landowners themselves - they do not betong fo the community. The aovernment has no reqular inconme,
and o o meet expenses | has 1o levy 81l sorts of miscellaneous taxes upon the common peapls. The
Burden of miscellansous levies upon the cormmon people is oo heavy, Thiey are always having to pay out
taxos and 80 are territly poor. And the nomber of poor pecpis in China is encimous, The reasons or the
heavy burdens upon the poor are the unjust system of taxation practiced by the government, the unequal
distribution of land power and the failure (o solve the land problem. Fwe can put the land-tax completaty
irdo affect, the land problern will be solved and the commmon peopla wili not have 1o endure such suffering.

Hlease answer the {ollowing guastions.

1. Summarize the main points of this paragraph.

According o this quote, what are the bensfits of taxing iand vaiues?

e
far

What are the various ways any type of government can oblain revenue?

I Sun Yar-Sen's program tao simplisiic? Explain.

S

e H T by b S
Why doos land riss in value?

foy]

What do you think Sun misant bv the land problem?
| ., i

Activity W Using an Almanac

Use your bbrary's mostrecent Am of Worlsd At sarch i i ony four of the countiias

listed on tollowing page In the index (sither in the front or back) ocate information on these couniries and




FOOMOMIC PROBLEMS OF LESS DEVELOPED COUNTHIES

note vanous headings which can help vou (name of country, economics, ic.). Then fill in the chart beiow
and answer ine guestions which fo ollow.

Countries:  Japan fricha Israel
Chitna South Korea Fhilippines
Cuba Kuwait Repubtic of South Alnca
Eoanemis ndis &mw‘ {1} §71 i3} (4}

Grese Matione! Produot

Fer Capita oo

Education {yoars)

Lite Expectanay

Tramsportation System (niles)

% of Workers in Agricuifure

% o Workars in Inglusivy

%% of Workiers in Services

Clagsify each nation as developed or less deveioped.
Which ﬂ&ifﬁr’? was the most developed? The lsast developed?
g

What criteria did you use 0 answer guastion 2
Explain wﬁm is meant by “gross national product” and per capita income.”
What other information would have been helpiul in the chart?

n 00

Aotivity IV — Evahusting Land Ownership

Below is a chart showing the distribution of land in several nations. After studying the chan, pieass
agnswer the quaestons which 1okow.

BPATTEHNS OF LAND OWHERSHIP

Y of bang swned by wealthicst Y% of fand owred by middls % of land owhned by pootest
e of poplation 8(?‘% of papeisiion 19% of population
Bangladesh 34 0
Barbados 95 ke
Sirazil 45 1.5
Cofurbia fie 2
Dicrranican Republic 53 2.0
£l Sabvador 7H 4
‘z G 27 o ” z@
Gusiatrals 75 o 5
tndonesia 48 5.0
Maxio 37 3

Ff'il %n '?he e‘:eg‘:mm‘ “‘ll!i’i‘i?"’i 073 t"wm chart,

o i the botiom 10

n 5% £ f"\” i
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