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CONFERENCE ON DR. SUN YAT-SEN
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PAPER ABSTRACT

There is a strong historical connection between .the social philosophy
of Dr. Sun Yatsen and that of the American, Henry George. Both men
were subjected to similar Western influences in their boyhood and young
manhood. When Sun Yat-en was introduced to the social philosophy of
Henry George he was fertile soi],'a-n_d a modified version of Gedrge’s taxa-
tion ideas became part and parcel of Sun Yat-sen’s thinking and of his
programme for China,

" This influence of George upon Sun Yat-sen seems to have been dis-
counted in that an initial attempt to introduce his *‘single tax” policy was
a failure. It is necessary, however, to realize that the implementation of
such a policy needs a sympathetic and aware populace, and a stable and
efficient administration. Furthermore, it is necessary to have a more than
merely superficial understanding of the social and economic implications
of land value taxation as advocated by George, if they are to be successfully
applied.

Insofar as the Republic of China in Taiwan is now an advanced State
with a sophisticated economy on the “Western” model, the Republic is
facing similar types of economic problems that those other economies face.
One of the basic problems is the capitalization of social progress into the
burden of land price. It is evident that the approach of Dr. Sun Yat-sen
of taxing away future “‘unearned ‘capital’ increment” in the price of land
i1s not proving very successful, particularly in the urban areas, although
the earlier rural policy of “soil to the tiller” on manageable economic terms
was highly successful.

Taiwan has moved on from those conditions of the nineteen fifties,
and as the Republic and the regime on the mainland both now enter into
a new phase which, more and more, involves them with the whole com-
munity of nations, the economic and social philosophy of Henry George,
stated with such clarity over an hundred years ago, will be found to be more
and more relevant. , _

The purpose of this paper is to spell out why.




THE “GEORGIST” CONNECTION

Kenneth N, Grigg
President

Georgist Council of Australia

"It would require less than the fingers of two hands to enumerate

those who, from Plato down, rank with Henry George among the world's
social philosophers.

No man, no graduate of a higher educational institution, has a right 1o
regard himself as an educated man in social thought wnless he has some first-
hand acquaintance with the theoretical conrribution of tlhiis great American
tHimker.

We find in Progress und Poveriy’ the analysis of a scicntist combined
with the sympathies and aspirations of a great lover of mankind. There have
been economists of great repute who in their pretention to be scientific
frave ignored the maost significant elements in hionan nature. There have
been others who were emotionally stirred by social ills and who proposed

glowing schemes of betterment, but who passed lightly over facts. 1tis the

thorough fusion of insight into actual facts and forces, with the recognition
of their bearing upon what makes human life worth living, that constitutes

Henry George one of the world’s greatest social philosopirers”,

Professor John Dewey

Coluimbia University

Henry George was born in 1839, not in California, so it happens, but in
Philadelphia.

After many vicissitudes, George settled in San Francisco, leading a
hand-to-mouth existence. The railway had come across the Rockies, thereby
ending the isolation of California, and one might have thought that this
would have raised general standards in livelihood for everyone. But this was
not the case. The main immediate economic effect was that California be-
came the seat of intense land speculation. Wages did not go up - precisely
because the price of land did. (And I'm not so sure that things are so very
different there, today!) It was at this time that the hobo first appeared on
the Californian scene. George became aware of the process, his enquiring
mind found the answer, so he himself records, as it were in a flash of revela-
lidn, in one of those rare mystical moments that are the fortune of some
people to vividly experience-in-the course of their.lives:.

One day he was resting his horse on the heights overlooking San Fran-




cisco when a teamster came by, Somewhat idly, George asked him, *What is
land fetching around these parts?” The reply was, “I don't rightly know,
but.down.there,-where-those- cattle are grazing; they're asking a thousand
dollars an acre”. A thousand doltlars an acre in California in the early 1870's!
Why, right here was the answer he was seeking, The land of California was,
in truth, being enclosed, just as the land has been enclosed over the course of
the centuries in Great Britain, to the point where the surfeit of rogues and
vagabonds started to be transshipped as convicts to Australia in 1788, In
1889, A.B. ‘Banjo’ Paterson, a Sydney lawyer, who wrote the immortal
ballad “‘Waltzing Matilda”, the song of the landless itinerant worker, the
ballad that has become and will always remain, Australia’s unofficial
national anthem, was constrained to write and publish a Political Pamphliet
on the need for Land Reform. '

In Eurcpe, in America, in Australia, the enclosure of the land had
proceeded relentlessly. Small wonder it is that in 1890, Henry George'was
received with great acclaim, both in the British Isles and in the Antipodes.‘

The real point was not that some people became “as rich as Paddy’s
pigs”, but rather, that they were acting as ‘‘dogs in the manger”. That is to
say, the real point was not that some people, because they owned a lot of
land, thereby became rich (although there is some element of truth in the
argument). The real point was that the enclosure of otherwise available land
through its speculative lockup, effectively prevented other people from mak-
ing a living at all! It was as effective as the Clearance of the Scottish High-
lands at the point of Irish bayonets!

The popular emphasis was thus for means of unlocking the land.
The great remedial purpose of the “single tax” was to make it a costly thing
to the landowner to hold on to land idle. The tax was to force him to divest.
were he to under-utilize, so that others might have the chance to make a
living. The history of Australia in the same period is also shot through with
that same political emphasis. So is that of New Zealand. The trouble within
the “free” entreprencurial societies was the capitalization of land rentals into
the hurdle of land price. There was the real enemy!

When we look at the origins of the success story of modern Taiwan,
we see that it had its roots in making land available to production-and
therefore, of course to the satisfying of human needs. Chen Cheng, a central
figure in the economic salvation of Taiwan, was influenced by Henry George
through being himself a disciple of Dr. Sun Yat-sen,'and was influential in
“unlocking the land” in Taiwan through initiating the “soil to the tiller”
programme. The land was sold to farmers on favourable terms, and thus
they were able to prosper.

But we must break away from this seeming emphasis upon getting rich
by scratching at the sofl, for that image is the worst caricature of all.




Contrary to caricaturized concepts of Henry George, he was concerned
most of all, to write about, and under conditions of land _monopoly _to
warn about, the economic and associated social effects of urban concentra-
tion of populations, and the effects of increased education, advances in ad-
ministration, in the arts and in technology.

- He addressed these topics in a series of books and shorter articles, of

which Progress and Poverty- gn enquiry into the causes for increase in warit

with increase in wealth, is but the best known.j In

Progress and Poverty George wrote:

“To see human beings in the most abject and hopeless condition, you must
g0, not to the unfenced prairies or bushland, nor to the log cabins of new
clearings in the backwoods where man, single-handed, is commencing the
struggle with nature and land is as yet worth nothing, but to the great cities,
where the ownership of a little patch of ground is worth a fortune.”

There is one great difficulty that I have found in portraying the social
philosophy of Henry George, a difficulty that it is obvious to me that he
himself found. That is, he had the task of viewing the immediate economic
scene with all of its distortions and corruption and ineq'uities, and in separét—
ing out the operations of the “normal” distributive economy from the ab-
normal. So far the exposition has dwelt upon the history of his observa-
tions upon the abnormal, and the “single tax’ has been clothed in the garb
of a fiscal policy specifically designed to prevent land monopoly. But
this is the negative side, and I want now to get away from it. For it is only
by so doing, and by emphasising the positive side to George’s concept of
rent arising along with social development that we can start to really

appreciate just how p_rofqund this man’s contribution to human happiness
has the potential to be.,

“Henry George perceived that in the cooperative phenomena of society,
there was a bonus, a dividend, that came to mankind by way ofincreased

material and spiritual prosperity, and that elevated his way of life above that
of the crudities of isolated existence. This bonus of production came from
the economies in effort that the living organism of community, of Society,
brought forth by virtue of the fact of its very existence. It was a bonus that
revealed itself in the enhanced utility and desirability of land from location
to location, dependent upon not only its ‘on site” fertility but upon many
other factors such as -concentration of population, skills and culture. In
economic terms, it was expressed in the rent of the land. He dwelt on
the fundamental importance to Society of the concept of Economic Rent.
He perceived that trade and cooperation meant social life and civilization,
and that trade engendered Rent. He gave the example of the pioneer who
settles. on a boundless. plain. of.fertile. soil.. -Life-for him- is-primitive;-yet-by
dint of labour his living is guaranteed. Then along comes another pioneer,
then others. Where do they settle? Why, on similar land, but close to the
first. By their very act of human association, these people afford to each




other, in countless unfolding ways, mutual services that yield enormous sav-
ing, economies, in effort. Thus human association endows land with a greater
and greater role in productivity wherever that association occurs. This
bonus from human association and cooperation attaches to the use (where |
it is available for use!) of land of superior location, and is termed *economic
rent”. _

So George perceived that economic rent, expressed in the differential
productivity of land as utilized by men from site to. site, was the measure
of that social saving in effort, that economy, which arises when men have
access to utilize land, and when, in so . . . doing, they are able to utilize it to
its greatest advantage. Thus the best situated land will always lie at a pre-
mium; and the rental that it will fetch, as determined by the free market, is
the social value of effort saved in the course of production, and of extra
amenities enjoyed; it is the index of the greatest economy, of greatest yield of
satisfactions, that social organization can bring forth, of cooperation and
harmony.”

Mark that all this arose out of Henry George’s insight into the answer
which that teamster gave to his chance query back in San Fransisco. To my
mind it was a pretty good effort! |

1 have sought to synthesize the positive and negative aspects of Georg-
ism in the following section. |

“Where people come together, they mutually improve the conditions
for each others’ livelihood. In so doing, they confer particular advantages
upon the localities where they live and work. If these advantages can be
shared in, then each member of society can share in the improveéments in
livelihood. That, surely, is how things were meant to be!

However, because the location of land is thus made more desirable,
competition in the market for land makes it dearer: its rental value goes up.
As a result, it is uniquely the landowner who is in a position to skim off the
value of the improved conditions in livelthood. This is the prime reason why
the rich get richer and the poor get poorer. The rich are rent approprigtors;
the poor are rent yielders. That, basically, is why they are rich and they are
poor. So, the greater the advances within society, the harder it becomes for
most people to be able to share in them! This is the great paradox and in-
justice within society, the great cause for social unrest and violence. It
can't be cured by artificial wage decrees.

Henry George solved the problem. The answer was to socialize the
land rentals: as the community developed and its land thereby became more
valuable, the increased rentals would be collected through the taxation sys-
tem, so that everybody could share in the benefits. In fact, such a collection
would really not be a fax at all: it would be a normal distributive share,
along with wages and interest, of the proceeds from productive effort. It
would be a community-generated, community-earned, social dividend-the
“wages of Community”, the “common wealth of the Commonwealth”. It
would be a virtual bonus, the public collection of which would not eat into
the due private earnings of labour and capital.

But if land rentals were not socialized, then land would become in-
creasingly valuable as a. private investment for.which Jarge capital sums could
be demanded. If the demands of land price, at often grossly speculative
levels, were mot met, then the land would be held out of use -and wide-




spread unemployment of both labour and capital would result. And even if
the land could be obtained, it would often be on terms so dear that the nett
returns to both labour and capital would be poor.

Thus, depressions are actually born in the boom years when the price of
lund soars in an unbridled, speculative fashion away chead of all other factors
in the economy, to a point where real levels of production cannot possibly
sustain it.

But since the land cost is always the first cost, people enter into un-
sound committments because of the inordinate demands and expectations
of land price for housing and industry alike.

The crunch finally comes when they can no longer meet mortgage
and interest repayments and pay taxes and eat! So they have to stop
eating, that is to say, they have to cut back on consumer spending and on
plans for capital expansion. So retailers stop ordering. So manufacturers
lay off employees. Not only the home market contracts, but so does inter-
national ‘trade, and cries arise for “protection” as 2 most inappsopriate
response to the real problem. This is how Depressions snowball, in a cyclical
fashion. )

The take-home message of Georgism ought to be Good News for all
of us — that in the land rentals fund lies the source for the enrfchmenr-of us
all — no poverty, no involuntary unemployment. But a crash wilP always
follow a boom, with hard times the rule, no matter how high are general
levels of skills and education, until community revenue is drawn, not from
taxes but from land rentals.”

I think that you can take that as a fairly definitive qualitative statement
of the Georgist position in the 1980's. There is much more. of course.
evidence of a statistical na'ture, argumentation bearing upon the different
effects of fand value taxation on the one hand and of indirect taxes on the
other-how, for instance, a tax on economic rent is a tax on supramarginal
surplus and does not raise the marginally-determined unit price of goods.
whereas indirect taxes do so. There just éimply isn’t time nor space within
the ambit of this present paper to go into such matters, although they have
tremendous bearing upon the operation of modemn economies and must be
studied.

In particular, the element of land rentals and the continual tendency
for them to be capitalized into land price, must be introduced into future
economelric models. Models that ignore these factors are as unreal as
*‘castles built in the air.”

It is largely unrealized just how large the potential of rent-for-revenue
really is. A painstaking study has been made of this as it applies to Australia,
by A.R. Hutchinson of the Georgist Land Values Research Group in Mel-

bourne, . ,
If net purchasing power was not eaten into by the whele range of

taxes that bear specifically upon the earnings of labour and capital. then
the rentability of Australian real estate in land, ie., the a'bil'ity' of peuple to
perforce competitively proffer increased levels of rentals in the land market,
would, it has been estimated, increase the totality of the rental value of




land throughout the Commonwealth of Austrélia to something of the order

of sixty billions of dollars annually. That statement is made in re-
lation to 2 developed second-order country with a population of between
fifteen and sixteen million people. As taxes came off, so the rentability-
value of land would rise: as the one moves.out, the other moves in.  That

is something for ecconomists to think about! Morely removing taxes on
goods and earnings without adjusting land rental taxation will. in the long
run, not benefit the earners and consumers. but the lundowners!
The rent-potential for Society is cqual to the sum of all current taxa-
tion ' -
PLUS existing levels of land rental
PLUS rentals represented within the current capitalized price of tund
PLUS royalties '
PLUS the unrealized potential for rent that could arise if all land
were to be utilized to its fullest potential
LESS rises in real returns on labour and capital when full bargaining
power of these is established.

It seem to me that Taiwan has come to share in the general malaise of
entrepreneurial societies- in a malaise that not only is not merely a feature
of backward countries, but is a2 malaise that intensifies as population grows
in size and sophistication. The plain fact is that the profits that stem from
the economic value of locational advantages in land have not been effec-
tively socialized. The key question, the key criterion, is: who gets the
rent? Although this value is socially generated and can be reasonably and
rationally _construed, within *“distributional’ economics, as the socially
earned “wages of community” (correlative with wages and interest as natural
shares in the outcome of productive effort} they have not yet been socially
appropriated. As a result. being inevitably treated as private profit, they
have become private property in their capitalized form of land price.
Thus they take the guise of a “capital asset’ like any other form of private
property that can be bought and sold in the market. And. of course it is
the conventional wisdom to treat them as such!

It is an erroneous concept to think of the value of land as being a
static type of entity, upon which, for example, a one-off tax may be placed
upon its sale. The better way is to think of it in dynamic terms. We have

probably all seen the trick of balancing a ball on top of a jet of air or water.
It is the dynamic pressure associated with the continuous flow of the air or

water that maintains the ball at the height. To translate the analogy, there is
a continuous stream of production of goods and services within the
community, the outcome of the dynamics of society. Part of that stream is
rent, as we havefaireédy seen, and the rental value of land is sustain-
ed by it. It rise'_s, like the bali, as the dynamic society increases, and it fails
if the dynamics of society wither away. What 1 am saying is that the
rental value of land is an ongoing value, that can be measured and
collected by the week or the month or the year. The totality of the renta!




value of land titles throughout the country is the accurate measure of what
the living organism of society within that country is worth. It is the sum
that the country can rightfully call upon, from year to ~year_in the nation’s
Budget. It lLies at the heart beat of the healthy, cooperative economy.

But in Taiwan, as in Japan and as in the West, the rental value of

privately owned land, most acutely in the urban concentrations of popula-

tion, has become frozen or congealed into the lump sum; static hurdle of
land Price.

Land, as private property, has become worth a fortune, and you have,
along with those other “free” economies, run into the typical problems
associated with having to pay out huge sums in compensation to landowners
when land has had to be resumed for community interest and advancement.
The same burden applies to buying land for a house.

Moreover, every dollar that has to be sunk into the bottomless pit of
land price is a dollar Jess that is available for spending on true capital invest-
ment in plant and equipment etc. Any country which can escape from that
bondage will gain an enormous head start on the rest. In a Georgist
economy where the land rentals would be channelled into public finance and
where the increased costs imposed by taxation upon labour, capital and
products would be avoided, that happy situation would exist, No one would
make anything much out of ‘capitalized’ appreciation in the price of land -
and that's precisely the goal that Dr. Sun Yat-sen was seeking.

Thus if the rental value of land were to be assessed in relation to every
title, every two yeai-s at the longest, and if the full market rental values, so
assessed, were to be made a charge against the privilege of private ownership

of title-of that ownership and occupancy whereby the benefits that flow
from community presence and expansion of infrastructure are enjoyed -
then the phenomenon of astronomic increases in the burden and hurdle of

land price would not occur, and huge sums of compensation would not be
required at the expense of the whole community.

Now it was about this very situation that George wrote, with the
urgency of a prophet. an hundred and more years ago. The significance
in California was not that he was writing about California. Verily, the sign-
iticance was that he was witnessing, in California, compressed into a few
short decades, a process that had insidiously developed in the “old™ coun-
tries of the West-and, indeed, in the Eastern States of America-over the
colitée of centuries. The tribute to his intellect and perception by Professor
John Dewey was well deserved. And the tribute to him as one of the great
thinkers in the course of world history is all the more noteworthy in that,
unlike Marx, he was able to go behind the obvious manifestations of injustice
and to perceive that there was an essential harmony ordained in the relation-
ships between mankind, a harmony of which the rent of the land was the
ultimate expression; that there was mof an intrinsic conflict between
Labour and Capital-a fact to which Dr. Sun Yat-sen bore eloguent witness
in San Min Chu { where he said:




“Modern economic progress is caused by the harmony, not the conflict,
of the econonii¢ interests of society. Why is theré such harmony? Because

- ———— gl-men-must-liverand-face-the-everlasting problem-of-Jivelihood—They-either—

perish through conflict or live through cooperation™.

All of that quotation, every word of it, is enshrined in the social philo-
sophy that underlies those two simplistic words, “Single Tax.”

I have referred to George’s observations upon the economic effects
of growth in concentration in the big cities. But what of the rural scene?
So 1 understand, there is here in Taiwan a decrease in rural population going
hand in hand with increase in the size of amalgamated rural holdings. What
is happening to the vision of the “‘equalization of land rights”? Are you
developing aggregated rural landholdings in which the smallhiolder no longer

shares, and are you progressively developing an urban “proletariat™, albeit

an educated one, but consisting nevertheless of millions of people who them-
selves have no stake in the immense profits that flow commercially from the
locational advantages generated in the growth of urban com-blex‘e‘s? Afre you
a “‘mini Japan” in this regard? |

I would at this point like to re-express the términology of “equaliza-
tion of land rights” as “equalization of equity in the economic benefits of
socially-generated locational advantages.” 1 distinguish, as a Georgist must,
between the ownership of capital — by which I mean such items as plant and
equipment — and the ownership of land — by which 1 mean the locations
that labour and capital must utilize, '

It is necessary to make it crystal clear that George never
regarded land as wealth. He was also at great pains to equally important-
ly distinguish it from capital — a point that I made at that time in my own

paper. It was a distinction that led him away from Marxist error - error that
promotes antagonism between labour and capital. “In-this he took Dr. Sun

Yat-sen with him; and, as Professor Schiffrin remarked, Dr. Sun was inocul-
ated from ever becoming a communist in the Marxist flavour of the term.
The importance of land, apart from being a physical substance, was that it
was the source for the profits from locational advantages, advantages that
increased the productivity of labour and capital, and, moreover, increased
it by many thousandfold in the cities through enabling labour and capital
to be applied in more concentrated and efficient fashion, George was, if
anything, ‘the economist of the cities’, the economist of the expansion of
civilization, yet at the same time, the prophet against its corruption. To
make the further point, George defined wealth as the product of (1) labour
and (2) capital applied to (3) raw materials upon (4) locations of varying
advantage. Wealth has “value-in-exchange,” expressed in ‘“‘price” in the
market place. But then, so does the privilege of the monopoly involved in
_the possession of land to the exclusion of all others, and of the ability, there-
by, to hold out for a ransom price upon the sale of land lying at any sort of
a premium in its location. When goods and services, ie., produced wealth,
are-sold, thelr value is expressed in monelary terms. But so does the value of




privately held land titles find similar expression. Thus the one can exchange

for the other. A person may sell a block of land at a pfofit and buy a new
Toyota! In other words, the value of a privilege can exchange for the i
value of a product, an item of wealth. The distinction is vitally important. ‘;

The value of products, ie., wealth, can arise only by the rendering of service

through supplying the market healthily from productive effort; the value of
a privilege comes from holding the whole community, ie., the productive
energies of labour and capital, to ransom. Both forms of activity ‘that thus
command value-in-exchange in the market, are expreésed in monetary terms
that accountants do not regard it as their furiction to distinguish between.
Should the blame for this be sheeted home to schools of Economics? In
practical terms, the land speculator or the entrepreneur whose main source
of profit comes not from the marginal returns which market competition
allows to the true capital invested in his business, but from the strategic
edge which the location of his business yields to him in relation to
markets, becames “wealthy.” Hence it is understandable why land has
become ‘per se’ to be regarded as“weaith”; and I trust that it is now
understandable why I have felt it incumbent upon me to spell the reason
out. But there is simply no way that Henry George’s seminal and by no
means simplistic contribution to economic thought can ever be understood
without that clear understanding which comes from the strict definition of :
terms and from the clear comprehension of concepts. George defies the
hegemony of conventional wisdom. That is why he stands conventional
ideas on taxation policy on their head: they are then the right way up! in
Georgist wisdom, people should be taxed, not upon what they, by their
individual effort, contribute to the nation, but upon what the nation is
contributing to them! '

Once people “'see the cat” in the picture that George painted, they will
never again fail to perceive its outline upon the canvas.

I have referred repeatedly in this paper to the question of population
growth. Let me paint a further very acute scenario:

Let us suppose that, in the course of the next ten years, several million
residents of Hong Kong vote with their feet and migrate to Taiwan. Bringing
with them their accumulated skills, where will they go? If they go to the
major cities, what will be the effect upon land rentals in those cities? Who
will reap the economic benefits of that population increase? Now do you
start to see the real significance of what Henry George was writing about
when he witnessed the surge of population in California? There will be in
your cities a more infensive use of land. But there will also be 4 more ex-
tensive occupaney of land. tor obviously all of those people in that projected
increase are not going to be accommodated on the Western coastal plain. So
where, indeed. will they go? Will there be a considerable {lxcrcasc of popula-
$IOT I yoUT Mot ntyimgas areas such that land that was previoushy margiial
or relatively uninhabited will be endowed with fresh utility and increased

value? What pressures will become placed upon your aboriginal reserves?




By George's definition, the Rent factor would have increased. for the

economic “margin” of civilization would have spread outwards. whilst at

the same time, and more importantly. the pressure of utilization of your best

land would have intensified. Will there be social equalization in the owner-

ship and enjoyment of that rent factor? Or will the enormous speculation in
land that has characterized the economy of Hong Kong. wi_tﬁ its potential
for great fortunes and great crashes, tuke place?

It need not happen at all. becanse Taiwan of the 1980°s is a far crv
t‘ro_m-th-e disorganized Kwantung Province of 1912, Today. the Republic of
China has an orderly administration in which efficient cadastral surveys
are no problem. in which techniques of kand valuation are sophisticated. and
in which the introduction of land rental taxation as an annual levy could
easily apply - not at all dependent upon capricious windfalls from land sales
if and when they occur, as implied in the old. limited. “unearned increment”
theory. What 1 am saying is that if the progressive growth in the site rental
value. value of land. is socialized, then the flow of migrants into Taiwan
could cause only enrichment to the nation-rather than the poverty from
involuntary unemployment that would arise if the real estate of Taiwan were
to be effectively locked up and therefore locked out. not only against the
newcomers but against the rising indigenous generation of young people who
could then regard migrants with fear and hostility. This is the lesson of
George's California,

In The Condition of Labour, a volume written by Henry George sub-
sequent to Progress and Poverry, there are two very significant paragraphs
that relate to this immediate discussion:

A. The Good News:

“Here is a natural law by which, as society advances, the one thing that
increases in value island - 2 natural law by virtue of which all growth of popula-
tion, all advance of the arts, all general improvements of whatever kind, add
to a rent fund that both the commands of justice and the dictates of ex-
pediency prompt us to take for the common uses of socicty. Now, since
increase in the rent fund available for the common uscs of society is increase
in the gain that goes equally to each member of society, it is clear that the
law by which land values increase with social advance, while the value of the
preducts of labour do not increase, fends, with the advance of civilization,
to make the share that goes equally to each member of society more and
more Important as compared with what goes to him from his individual
earnings, and thus to make the advance of civilization lessen relatively the dif-
ferences that, in 2 ruder state of society, must exist between the strong and
the weak, the fortunate and the unfortunate.”

The inference is that with expansion of the economy, such as by
migration, the funds available to the State from this rent factor increase
not only in absolute terms-as a part of that expansion, but more than that,

they increase as a relative share of it. We shall return to this in a moment,




but might note even now, that the increased rent fund will be available, in
the natural course of distributional economics, to underwrite the expansion

recourse to arbitrary taxation, tolls, inflated consumer charges, and the like.
B. The Bad News:

“The wages of special classes, who are fenced off from the pressure of
competition by peculiar knowledge, skill, or causes, may remain above the
ordinary level. Thus, where the ability to read and write is rare, its posses-
sion enables a man to obtain higher wages than the ordinary labourer. But as
the diffusion of education makes the ability to read and write general, this
advantage is lost. As the progress of invention dispenses with peculiar skili, or
artificial restrictions are broken down, these wages sink to the ordinary level.
And so, it is only just so long as they are special that such qualities as in-
dustry, prudence and thrift, can enable the ordinary labourer to maintain a
condition above that which giveé 2 mere living. Where they become general,
the law of competition must reduce the earnings or savings of such qualities
to the general level ~whick, under those conditions where land is monopolized
and labour is helpless, can be only that at which the next Jowest point is the
cessation of life.” ' '

There is 2 very important inference to be drawn from this in relation to
the furtherance of education and the competitiveness of the education
system in relation to the attainment of employmeént. There is a subtle form
of unemployment which can result if the qualifications demanded for em-
ployment are appreciably higher than the requirements of the employment
actually dictate. This is the type of relative under-employment seen when
college or university graduates can find only lesser skilled jobs open to them.
But their higher level of -education puts them ahead, even for these
menial tasks, of those whose educational standards are less, even though
adequate to the task in hand.

If everyone became a college graduate, would the general level of wages
rise? The answer is no. But employers would have a better pool of pro-
spects to draw upon for the wages offered. That levels of education should
rise is, of course, in itself a desirable thing, and would certainly diversify
skills and demands. The point | make is that, for labour and capital alike,
force of competition constantly drives their rewards towards the marginal
baseline. And any rise in that baseline, if George is correct, would not
be commensurate with rise in productivity, because the rise in the rent factor
will, as a rule, always be relatively greater. There is always a shifting equili-
brium in the shares that can be commanded by the providers of labour and
capital and the owners of locational advantage. The rentability of land,
ie., the rental that the land element can command, is subject to the effective
takes by other counter-vailing monopolies, taxation, labour laws, and so
forth. Some income earners can, as in Australia, through power of trades
unions, maintain their jobs and even increase their wages through strikes and
other measures, but usually at the expense of others obtaining a job at
all. Hence, overall real wages do not rise throughout the community: it is

__in infrastructure that the increased population will call for - without need to !




A further important pointk to make is that the owner of capital is
very often the owner of the land as well. Hence, his overall profit lies not

only in return on capital by way of interest, but in the bonus from locational

advantage. The ability to thus amass what are then, in accounting, treated,
without further analysis, as “capital” funds, gives the employer an advantage
over employees when it comes to wage bargaining. The strife to which
industrial relationships are so often subjected stems, yet apain, from wun-

equalization in land rights! Capital is not the enemy!

Thus, wages, particularly for the relatively less skilled workers, will
not rise, precisely because the profits from locational advantage, capahle of
being capitalized into increased land price, will,

This must surely put a dampener on the enthusiasm and loyalty of
employees, inject a frenetic flavour into the competitiveness of educational
achievément, and instil a g_enefal cynicsm amongst the rising generation as
to “what’s the point to it all?” Enter the drug problem!

Of course, under political pressure, governments must react to these
dilemmas. The rise of trades unionism - itself rooted in restriction of the
prospects for those who le putside it- protectionism, tight control of
monetary policy and various other artificial controls, all appear over the
horizon.

The mere wage worker in a competitive market, if unshielded in some
such artificial manner, has little or no bargaining power. But none of these
devices is the appropriate answer in the long term. To repeat, it is those who
profit from privatization of the ever-growing rent factor who are in 2 posi-
tion to exact a further “pseudo” rental that detracts from the nett wages
that they are required to offer in the higgle of the labour market.

The socialization of land rentals removes this one-sided bias, particular-
ly as it enforces the utilization of valuable real estate in land to its full
economic potential. Land that becomes more cheaply available enables
more people to enter the competitive field with less capital outlay and in-
debtedness, and so opens the way to a spread of ownership of industry. The
base level for wages will then rise, not because “‘labour”™ will have had a
victory over “capital”, but because both labour and capital will have been
able to establish an equitable equilibrium in relation to the successful “equal-
ization of land rights”.

Under these conditions, all of the education ploughed into skills

and technology and culture and the arts and administration make common
sense, because all will share in the benefits accruing to the national live-
lihood that their extra industry and expertise promote.

This is my interpretation of what Dr. Sun Yat-sen meant when he said

that the Min Sheng principle was “communism,”the “common wealth” of
the Great Commonwealth. '

George’s concept of the so-called “single’ tax’, is designied (6 floutish within
the context of orderly and peaceful society. It is. indeed. part of the means

‘of realizing that society.




it is fitting to finish with a quotation from Professor Oscar Geiger’s
volume on The Philosophy of Henry George:

MORE THAN A FISCAL REFORM

“...In a real sense George's Ssingle tax® is not a tax at all. A tax
definitely connotes some levy, characteristically of an arbitrary and oppor-
tunistic nature, that government is forced to make upon the productive
powers of industry in order to support itself. Taxation implies 2 process of
self-mutilation . . . 2 necessary evil. The idea of George, however, was clearly
to remove from society the onus that taxation of any kind imposes; it was an
attempt to make automatic and self-operative the process of defraying social
expenditures. Economic rent was to be ditected into public instead of private
repositories, and was to be employed in meeting public needs instead of
swelling private gains. There was essentially no taxation involved here, that
is. no taxation in terms of governmental interference. Instead, there was to
be simply a direct flow of revenue from the social source of land value to that
agency which was responsible for the financing of social needs.”

“It istrue that such an agency would be, largely, our present form of
government, and also that the flow of revenue would be through the existing
channels of taxation, the technical functioning of George’s proposal would
obviously be by means of a taxation systcm. But it seems definite that there
is 2 clear distinction between a ‘single tax’ in the light of George’s interpreta-
tion, and a ‘single tax" which might be tested solely as a variety of our present
tax species. The former is a tax simply in structure: its essence and function,
however, are something quite different from simply an improvised system of
taxation, and it must not be judged solely by criteria which are limited to
those of a fiscal nature. George's vision was rather, ‘not a society single-
taxcd, but a society free from all faxes of any sort.” The point that is being
made here is that the proposal to socialize rent definitely transcends the taxa-
tion dimension. . . .”

“Land, however, has been privately owned in all our civilizations,
Thus, the value that has been created by the press of men coming together
has been gathered by the fortunate few into whose hands, in the course of
history, the earth has passed. A social product has become zn individual gain.
Here, then, is the source of that inequality which, for George, has been the
brake upon all cultures. The reason why the natural progress of civilization
reaches a climax, decays, and finally collapses, can be traced to the inequal-
ity that results from the passing of community value into the sphere of
private property. . ..” _

“What is the law of human progress? That law George locates in the
phenomenon of association, of social gregariousness. . .. That phenomenon
of association creates a communal value which is in no way dependent upoen
individual efforts. Such communal value is directly and accurately expressed
in the economic concept of rent. Land value is association valve. It is a value
that swells as association bécomes more organized, and collapses as that social
organization disappears or loses its efficiency. In a literal sense, then, land
value is the economic measure of human progress. For George, it is the at-
tendant of association, and association is the foundation of progress, and
rent is not- merely one of the channels in the distribution of wealth: it is
not a rationalization of an economic state, and it is more than the formula of
an ecotioffiic process. Rent, finglly, for George, is the exchange rate of man’s 1
devclopment. .. .”

“This, then, is an approach to the socialization of land rent by which :
George soars beyond the categories of economics into the very dimension of
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