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“The widow is gathering netties for her children's
dinner. A perfumed seignewr, delicately lounging
In the Geil de Boeuf, hath an alchemy whereby
he will extract the third nettle and call it rent.”

Thomas Carlyle

Alumni Group Internaticnal
‘August/September, 1981

progress
and DOVEILy

by Harry Pollard

From time to time, we have been dealing with
Murray Rothbard's critiques of Henry George's ana-
fysis. Rothbard'sremarks are significant because to
alarge extent they have been accepted as the given
word on the subject of the 'single ta¥, even though
Rothbard shows clearly that he hasn't so much
missed the boat - as missed the ocean. Whenever he
has taken up the cudgels against Georgist theory, he
has swung mightily at the wrong target,»

Landlords amd Tenants

Te summarise earlier analysis, Rothbard ace
cepts a land ownership mechanism that rests on the
first claimer, even though such a contention would
turm the first generationinto landlords, and we who
come aiter, Into tenants. Nevertheless, when the
value of lard is low, and the settling is hard, such
a crude allocation might be usefully expedient.

However, with increasing population and its
accompanying increase of land-value, the first-
comers and their heirs become ioviul heneficiaries
of Mill's 'unearned increment'. Custom, reinforced

* Principal error is the Rothbardian assumption that
payment of g Rent charge for a location Is a matter
of landholder choice — rather as if one could oocupy
a theater seat, then choose to pay, or not to pay, for
the ticket. In every way, George's 'single tax' may
be regarded as a user charge, which must be paid.

-

by the power of the state,* establishes the privi-
lege of levying a 'tax’ on the producers.

Ayn Rand's more attractive fantasy of honest
and industrious farmers tending the soil with fisrca
independence must give way to sober reality. Most
cultivators are renters nmﬁjm as much as two thirds
of their crop to someone who inherited from the
flrst-comer’, ®* Unherit! obscures the truth, for be-
tween tirst tiller and latest tenant is asorry tale of,
fraud, viclence and murder — with always an solici-
tous state ready to traditionalize the crime and con-
firm the legal ownership of the swag.

Land does not behave in the market place as do
other things, Henry George recognised this — not an
arduous exercise — and offered his elegant solution,
characterized by the Austrian School's von Mises as
Tutterly incompatible with the preservation of the
market economy ! In counterpoint, George's re-
maris about Austrizn theory included the words
grotesque confusions' | {cont'd on Page Three)

* the term 'state’ is derived from 'estate’, The early
fiel and the modern state have much in common.

** People who accept the landholder/peasant rela-
tionship often become ocuiraged when confromted
withthe widespread practice of 'rack-rent ng'. They
hold that only 'falr rents’ should be charged, there-
by exposing their ignorance of both the real world
and the market.
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(eont'd foom Pape One)
At the other end of the spectrum, Karl Marx,
described by George as "the prince of muddleheads”,

gloomily warned that 'Progress & Poverty' was "the

capitalists' last ditch™,

Contemporary Georgists would contend that
without solution to the land problem, the market
economy of the Austrians s not compatible with
Individual freedom. Further, they would assert that
failure by defenders of the free market to address
themselves to this question i§ directly responsible
for the woridwide slide into soclalism. Virtually
every legisiative remedy of the western world is
divected to an effect of the land problem. Of,
course they never work.

Privilege — the Coercive Value

Vaiue can be creatad in three ways and one of
them is coercive. The most important 'values' are
created by production of wealth. They can also be
created by 'pbligation®. [f{ slgn a paper obliging my-
self to pay you 81,000 in the future, that paper has
anexchange value. The act of accepting the obliiga-
tion creates value — but, unlike production, it doe
not add to total wealth,

A third way to create value s to establish a
privilege, or private law {privi - lege). A privilege
benefits one person at the expense of another. It'sa
‘one-way-exchange’ and is the child of coercion. The
right to take from another without payment is sale-
able. With a private law, backed by force, vaive has
been created without the production of wealth.

Price Measwres Progress

One would expect that normal progress in the
arts of production would reduce the amount of
exertion 'paid for things and that prices would tend
continually to reduce. The effort to maintain
stable prices’ s essentially a political ploy without
economic meaning. The price of goods to the con-
sumer, over the long haul, will declire. Declining
prices are a measure of advance of a civilization,

Once produced and in the hands of the consw
mers, products tend to diminish in value as they are
used. They wear out. So, prices suffer two declines -
~ the downward trend that accompanies progress
The Good Society

and, on wansier 1o the consumer, the lessening of
value that sccompanies normal usage. These trends
are stressed because later we will find exceptions to
the rule’,

Price’ may conveniently be regarded as the
result of two infiuences. First, is the effect of
alternatives. One may buy one thing, or one may buy
something else. The 'something else’ may be ancther
version of the same good, or it may be somethin
very %mmmm:ﬂ. which still takes the form of an al-
ternative.

Caddies and Chevies

In an Imaginary static market, goods relate to
each other according to thelr cost ¢f production
(exertion). Before you scream that this Is "Marxist
Labot theory of valuet, think for a moment. If the
manuiacture of a Cadillac costs you twice as much
exertion as you would spend making a Chevrolet,
but you can get only 50% more for the Caddie in the
market, how long will you continue t0 make Cad-
dies? Presumably, you will transfer to Chevy manu-
facture and the ﬁwa&wm will begin to disappear
from the market — even as the Chevies lncrease..

Thus will Chevies and Caddies reach the market
in proportion to demands that will recover their
costs of production. In other words, prices will re-
flect the differing efforts that must be put into
their manufacture. A market may be viewed as a
counter laden with goods priced according to their
cost to the producer.

The Price Mechanism

Hoewever, markets are not static, and a second
influence makes itself felt, Although, goods will
‘talke station’ mmnaw&:m tothelr costs,varyinginputs’
ocour as people bring thelr production for sale.
Changing supply will affect prices, just as the con-
verse is true — changing prices will stimulate
changes in supply.

- This process, whereby demand is constantly fed
by changing supply, we call the 'price-mechanism.

* You may choose between Cadillac and Toyeta, or

between Cadiliac and bicycle. On the other hand,

you may decide to vcw a suit and use your feet.
Page Triee
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manufactured by lssue of lir
and first covers.

e editions, special

The value of these collectibles is based not on
rany original beauty, or artisyy, but on their rarity,
Ore does not want a well-trafted chest of drawers,
but a bonnel-top highboy, tiger maple, o, 1765
(83,800 Ore does not want a cold can of Billy
beer, but an empty Rosalie beer can {510,000),

Collectibles are valuable because the unique,
the 'almost unique’, and even the apparently unigue
are not subject to the authority of the price-
mechanism. * Prices rise as the market labors o
draw forth a competing supply —and fails, Appreci-
ation is the name of the collectible game.

Y ou might think that sich an aberration would

dampen the enthusiasm of those who advocate the

Iree economy. A continual price increase without
resiraint surely indicates the 'invisible hand has
lost its touch.But, not to worry, these constantly
appreciating collectibles are of little importance
10 the smooth functioning of the economy.

Clawchill's Comment

Sald Wirston Churchill, speaking to this point:
"Pictures do not get in anybody's way. They do not
lay a toll on anybody's labour; they do mot touch
enterprise and production at any pointy they do not
affect any of the creatlve processes upon which
the material well-being of millions depends ... "#

Churchill was comparing'collectibles’ withthat
most essential basls of all production — land. Why
the comparison? Because land, like collzctibles, in
the market place Is not governed by price mecha-
nism action. And there's the rub, for land 'collection’
does get in ever ybody's way. .

Juat like other things, land takes itz station
in the market. Unlike other things, market separa-

* Or, apparently not sublect; Billy Carter's beer
cans are belng offered as rarities for $1,000 apiece.
Yet, unbeknowst 1o the aspiring collectors, there
are tens of thousands of cases of Billy Beer avall-
able in the warehouses of the south.

* General Election speech — Lancashire, Dec. 1909
The Good Society

tign of locations is not related to production costs.
Land requires no Eomarﬂoz. It was there before we
werg — and 1f will be there when we are gone.

‘Land takes station according to its value as an
aid to production. This value to production is known
as Econondc Rent. * Simply put, land renting for
52,000 & year may be expected to add 51,000 more
to production than land renting for $1,000.

Commanity Created Value

Rent is directly related to the activities of the
community as a whole. 1t 1s called a 'soclally cre-
ated value® because it is. The value of a location
would exist without the landholder qua landholder,
but not without a surrounding community of indivi-
duals. Essentially, all that a landholder does - for a
price — is to allow a producer to use a <mE.w pro-
vided by others.

It can be seen that a landholder's return is pure
privilege. He does nothing, as a lamdholder, for his
Rent. Private iaw, reinforced by power of the state,
ensures continuance of the 'one-way exchange.

The first influence on land price in the market
place is, like other things, the avallable alternative.
But the alternative is always other land. There isng
similar thing that may be substituted.

The second influence is, of course, the price-
mechanism, but in crippled cast. For those neces-
sary conditions of afree market — unrestricted pro-
duction and mobility, are absent from the land mar-
ket, Demand for land shown by rising prices, cannot
stimulate production of more land, nor can it draw
tand in from elsewhere. Market response to rising
prices - the arrival of fresh supply — is impossible.
The mechanism that effects a 'clearing price' for
other goods waxes impotent in the land market.

The Uldmate Coliectible

If you have noticed that land, diverced from
market control, takes on the familiar aspect of a

# Rent may be defined as the sum of advantages,
less disadvantages, that attach to a location. Tech-
nically, it's the difference in value between a loca-
tion and the best land that can be had for nothing.
Page Five
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term, the other eschews commitment - preferringa
‘cash-crop' income. One gets nothing without exer-
tion, the other gets everything without exertion.

Rothbard's Alihi

A landholder's job s lucrative — indeed most of
the great Americanfortunes have been bullt on real
estate spaculation. Feeling a need to provide an
alibi for this diversion of wealth trom tabor and
capital, Rothbard comes up with & most amusing
portentousness. He atlempts to ascribe 1o the land-
holder the reodful task of "allocating land sites 1o
thair most value-productive uses, be. 1o those uses
most desired by the consumers,™ ¥

How this differs from simply selling to the
highest bldder becomes as tortuous a train of loglc
as you might meet anywhera. The sale of land,
according 1o Rothbard, requires certalnarcans ritu-
als. The owner periorms theservice of "transierring
ownership”. It "does not simply exdsty it must be
served 1o the user by the owner”. The owner Insures

“the most productive locations for sach use'.

The mind hoggies at the thought of the land.
holder waving his tureen at a prospect, but a wquery
disturbs the boggle, What does a landholder do for
100% of the price, that any competentrealtor would
not do egually well for a 3% commission. Rothbard
is appropriately vague on this poing, though he warns
darkly of "grave eflecis’ if the five-percenter got
the business.

And Rothbards Delieds

Iy appears that Rothbard actually believes - in
the face of overwhelming contrary evidence - that
better sites are all used before producers move to
marginal locations, Certainly, this would be expec-
ted in the market, where one generally buys the
best bargain before turning 1o second best, .

But, at risk of tediurm it must be stressed that
the land market is not a free market. %0, the 'allo-
cation’ and use of land-sites is about as haphazard,
inefficient, uneconomic and downright whimsical as
you could conceive. If the land-site market is an

#* "Power and Market" (Institute for Humane Studies
- Menlo Park, 1970}
The Good Society

example of Rothbard's free market process, it has
failed every test. :

Itisfrustrating that Rothbard is unabletosee a
problem so manifest. Our economic difficulties,
from California to Mew York and from Vietnam to
EiSalvadore are essentially land provoked. Even so,
the i provided by the collectivists {of all political
bersuasions) israrely countered by any free market
alternative.

Success and .. .

An outstanding exception is Georgist inspired
Talwanese land reform. * Despite a population den-
sity rising above 1,200 people to the square mile
{fabout twice that of Imdia and 4% tirnes that of
China) the Talwanese have a net export of food.
Given similar Incentive, one might lmagine the
farms of India, now teetering always on the brinkof -
disaster, becoming the bread basket' of South-East
Asia - and even perhaps a food exporter 1 the U5,

... Failure for Libertarianism

Rothbard seerms 10 be unaware of the conse-
quences of failure 1o solve the land problem. Ouwr
progress towards 2 Iree society depends on effec-
tive solution, both hepe ardd abroad. And we have
tiile time. In the wings, and occasionally on center
stage, awalt the commurnists, ready and willing to
attend 1o any important matter we may neglect.

Against the realities so well understood by the
communists, Libertarians march bravely, but un-
armed, They have lost before they begin, They will
not win'the hearts and minds' of people by confirm-
ing thelr position as rack-rented peasants.

They will not persuade the poor, who clearly
see the extraordinary conseguences of successive
industrial revolutions, that poverty is inevitable.

# 8%un Yat Sen was strongly influenced by Henry
George. His philosophy arrived in Taiwan with the
Mationalist Generals. The result is a land reform
which has turned loose the ener gies of people in pur-
suit of private profit — the ‘mainspring of human
progress’. 5o, hidden behind the somewhat wretched
political facade of Taiwan, there exists asolution to
the basic problem of Asia, which is survival.
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