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PROGRESS
SITE RENT — WHAT IS

?age, s

??,

(Contmua!zon of the paper Mr. Noel Wignore, parts A and B appeared in October and November issues.)

PART C.

Parts A and B of this paper are summarized in what I
have called the “'site rent eguation™:

TRUE = VISIBLE + DORMANT — SPURICUS
where

— “FRUE” represents “true site rent”, ie, the site
rent George proposed to collect for the common benefit by
taxation of land values.
- — “VISIBEE” represents “visible site rent”, ie. the
site rent in private hands (as evidenced by site price) plus
such true site rent as Is being coliected by site value
taxation.

— “DIVERTED” represcats “diverted visible site rcnt”
ie. the wealth siphoned off from labour by taxation, mono-
polies, crime, sinecurism, etc., thus reducing the amount
which can be proffered as rent.

- “DORMANT” represents “dormant visible site rent™,
i.e. the visible site rent which will come into existence as
the coHection of true site rent by Society increases and as
taxation and other dxscourdﬂemems to the production of
wezith are removed.

— “SPURIGUS” represents “spurious site rent”, ie. that
;}art of visible site rent which is really wages and interest
extracted in the guise of rent from labour and the owners
of capital by the land monopoly by medium of its superior
© bargaining POWET.

What, them, is “economic” rent?

The ;)reface to the seventywﬁfih anniversary edition of
“Progress and Poverty” commenis that afthough the mean-
g of “the economic rent of land™ or “ground rent” was
clearly and uvniversally understood in the latter part of the
nineteenth century, “‘today, astounding as i may seem, if
is & mystery of mysteries to many of those to whom we
ﬂormmiy ook for precise explanations of economic relation.
ships’ :

I?z any ‘field of learning a term is of hitle valoe unless
its meaning has gensral acceptance in words readily under-
stood by those usin; the term. Subjected to this test

*“‘economic rent” fais miserably. Ask ten Georgists and
one would probably receive ten different definitions of

“economic rent”. .

To some Georgists, “economic tent” is what I have
called “visible site rent” but many of them sce it as “true
site rent” — they do not recognize the “spurious” element.

To others “‘economic rent” is my “irue sie ren{™.

There are Georgists who have difficuity n accepting the
idea of economic rent being increased by what [ have called
“diverted site rent”.

Some . Georgisis claim that economic rent arises only
when land is used for the production of wealth.

In the whole of “Progress and Poverty” the term

“ecopomic rent” appears but twice (on pages 324 and 412
of my 1975 edition.) FElsewhere George uses the term
“rent”, occasmnaliy quaEzﬁed eg. ctuaj rent " market
rent”, “‘speculative rent”, “urban rent”, gmund reat”,
£te. thn so qualified the meaning of and reason for the
gualification are clear. It is clear, for example, that on page
324 *economic rent” was used with the meaning “‘rent m
its economic sense”, and the reason for gealifving “remt”

“ing power.

was fo distinguish it from the word “rent” used in the
previous sentence where it included rent for improvements.

“Rent, in s economic sense”. is defined in the opening
sentence of chapier 2, book il as “that part of the pro-
duce which accrees to the owners of land or other natural -
capabilities by virtoe of their ownership”.

The frst five paragraphs of that chapter appeared in
“Progress” {Nov. 1980) under the heading “‘Henry George
on Economic Rent™ It Is a pity that space did not permit
the printing of the whole of that wonderful chapter, George
points out that (economic) rent “does pot arise from the
productiveness or utility of land, It in no wise represents

any help or advantage given to produciion but simply THE

POWER OF SECURING A PART OF THE RESULTS

OF PRODUCTION - - - - - - {econromic) RENT, in short,

15 THE PRICE OF MONOPOLY arising from the reduc-

ton to individual ownership of natoral elements which

human exertion can neither produce nor -increase™.

This “price of monopoly”™ or economic rent arises from
the superior bargaining power of the kendowners relative
to that of labour and the owners of capital. It includes
not only the rent that we Georgists believe belongs to the
community but wages and interest extracted from labour
and the owners of capital by virtue of ﬁqai superior bargzin-
In other words Georges ‘eCOnOmC rcm is
what I have called “visible site rent”

I the bargaiming power of the !andowneis is rcduced bv-
site value taxation, visible site rent in prwate hands tends
to fall by the sum of:

{a} true site rent collected by taxation of land values:

{bj the additional wages and interest {spurious site rentj
labour and the owners of capital are able to retain by -
virtue of their somewhat improved bargaimng power
relative to that of the landowners.

But any sach reduction is masked by increases in visible
site rent due io:

(2) reductions in taxation and the takes of monopolies,

-etc., the benefit of which will ultlmately flow to visible

site rent.

stimulation of the economy brought about by any

reductions in taxation discouraging the production of

wealth, the abolition of monopolies and particularly
the mmproved aveilability of land to those requiring it

. for use. .

Ricardo’s law

(b)

of rent shows uvs how the amount of

{economic) rent is determined. The law states:

“The rent of land is determined by the excess of its
- produce .over that whick the same app}icaticn can
secure from the least productive land in use
The Ieast productive land in use is at the “margin”. At

‘the margin land commands no economic rent and a 1abourer
retains the whole of his produce as wages and interest on
‘the capital he uses. Not only is his work site free of

economic sent but so is all land he uses — his home site

-and sites he ases in common with others for. vanous social
‘purposes such as his church, his ‘clubs, etc.

I belzeve the usua} sttempt o explain chardo s law
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(usually agriculture) at and within the margin is wrong.
It considers only fand actually used for that purpose. Tt
credits the tand so used within the margin with the whele
of the “excess of its produce” as economic rent. This
explanation overlooks the fact that the labourer responsible §
for the production must use other land for which rent must
be paid out of his production. T contend that the “‘excess
produce” represents the economic rent of not merely the
work site of the labourer but of ALL land customarily used,
by such a man. T believe Ricardo’s faw is more readily
understood in terms of units of labour — say one labourer
worling for one vear — and bearing in mind that economic
rent is ihe price of monopoly. At or outside the margin
the whole of his produce is retained as wages and interest
on the capital he vsed — land commands no rent. On the
other hand if our labourer chooses to work within the
margin ALL financial benefit of doing so is siphoned off as
economic rent for ALL the land such s man customarily
uses -— e.g. for his work site, for his house site and for his
share of the economic rent for the sites used by his church,
clubs, ete.

When all privilege is abolished and the whole. of true site
rent is colfected by society, visible site rent or economic
rent and my true site rent will be identical. Land ownership
will confer no bepefit unless it is used. There will be no
spurious site rent because Jabour, the owners of capital and
fand owners will meet on equal terms. The site rent exiracted
by the landowners will not be retained to be capitalized
into land price — it will be taken by society as true site rent.
Landowners will benefit only from their own labour and
the interest on their capital — including that represented
by their improvements to, and on, their land.

There will be little or no diverted visible site rent because
there will be no taxation, no privifeged monopolies and
a minimum of crime — it will be easier to earn an honest
living. Dormant visible site rent will be dormant true site
rent, Society can look forward to receiving the full benefit |
of future increases in site rent.

When these happy times come the need to gualify site
rent as I have done with words such as spurious, visible,
diverted, etc., will have long since gone — “‘site remt” or
“‘ecopomic rent” will suffice. .
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SITE RENT ‘5
Readers of “Progress” will recognize Mr. S. S. Gilchrist’s i
article “SITE RENT —- IT IS NOT THAT COMPLI- |
CATED” (Progress, Feb, 82) as being a criticism of my |
analysis of site rent which appeared in the three preceeding .
issues. ) !
There is nothing new in the ideas I have presented —
George said it all in “Progress and Poverty”, and be was
not the first. The relationship between site rent and taxation
was recognized by Jobn Locke some three hundred years
ago.

Surely wages and interest exacied in the guise of site rent |
is “SPURIOUS SITE RENT™.

Surely that part of production exacted by the tax gatherer
and the monopolist before it can be proffered as rent is
“DIVERTED SITE RENT™.

Surely the site rent which will arise under the stimulus of
our proposals is “DORMANT SITE RENT”.

Surely the site rent evidenced by site price can be des-
cribed as VISIBLE SITE RENT as can such site rent as is
already being collected by Society.

Surely if the sife rent evidenced by site piice includes
wages and interest we must gualify the term when we wish |
to exclude wages and interest — I use the term “TRUE °
SITE RENT™.

My contribution has been merely to name the subdivisions
into ‘which, under present circumstances, site rent naturally
divides and to bring them together in the site rent equation:

TRUE = VISIBLE + DIVERTED + DORMANT —
SPURIOUS — a simple uncomplicated algebraic equation
which sums up many, many pages of “Progress and
Poverty™. ‘

. Oue of the delights of pursuing basic theory is that one
pever knows where it will jead — whether it will prove to .
be just an interesting mental exercise or whether some great
practical truths will be confirmed or even discovered. '

The site rent equation confirms that ovr proposals:
{a} will provide Society with revenue many times greater
than those suggested by land price.

(b} will give labour and cepital increased rewards at the
expense of site rent. :

(¢) should be implemented before we waste our limited
resources in expensive campaigns for abolition of trade
and other monopolies — under present circumstances
the benefits would flow to landowners.

{d) cannot be ‘implemantad-iﬁ full o@:erﬂigh{ but only as
the benefit of the abolition of taxation and monopolies
reveals itself in increased site rent. ,

In my opinion anyone of the above make the exercise
worthwhile. The more widespread the understanding of our
basic Georgist theory, the greater our chances of suceess. if |
the body of economic thought in the eighteenth century had
recognized that taxation on labour and labour products is
“diverted site rent” Wyndham might have been successful
in defeating Walpole’s reductions in the land tax and his
imposition of excise and other taxes. The hisiory of Britain
and possibly the world could have been very different!

Action based on unsound theory is heading for disaster.
Action based on sound theory has hope of success.

Mo doubt cthers will challenge Mr. 8. 8. Gilchrists
approval of land price as a tax base for the collection of
frue site rent. T suggest he tead John Orr’s “Taxation of
Land Values”, Eoan o s
-+ + Noel. Wigmore, Murrumbeena, Vic. 3163.




54 Wattle Valley Rd.,
Canterbury, 3126.
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Deer Neel, ,
I have besn resding throw ounr SITE EENT - WHAT IS8 IT9 PART i
PROGRESS Jan 1982, and am ingfeasin&?yyﬁncemfurtably aware that géerge sgnégéded
in sahotaging his own magnificent efforts. And I find that you actually eulogize
that sabotage! Perhaps I had better hasten {o explain!

For, where George affirms that economic remi IN HO WISE represenis any
help or‘a&vanéage given to preduction, and does mot arise from the productiveneszs
or atility of land, he wholly surrenders the richngas of his argument for a mess
of pett&%e¢ He throws his hend containing an ace, king, gqueen and jack IN, and
settles for the joker!

For what, primarily IS ecenomic rent? Graham Hart himself portrays it im
the same issge, bettom pB -~ 8 "Men are created .... 56 that each can complement
the rest to improve the lot of all."

This ig the “"goocd newy', he st@rz a{ the mecha$iam of ner%tion of the
%gmme¥ fgﬁ tion wh %E me ?f&r o each other according to where they are,

is ia € COEENONR Wesd - -
%hat a miserable, piddling, off-target thing it is to build wup thisz
mageificent concept, only te then completely misz the point by concluding that
rent is what goes to & landowner because he's got & monopolyl

The matter is, however, completely resoclvable by recognition of the need
to spell out THO STAGES.

Phe firsk is the stage of building up the comcept leading to Hent A in
the terminology of my Jume article in PROGRESS. Contrary to what George says, this=
is THE, NATURAL, ecenomic rent. I refer you hack to Grahem Hart, whe has expressed
the essence of it im & senitence.

I refer you alse to the chapter in my THE PSEUDO-AFFLUENT S0CIETY where
I laboriocusly { em = par in this regard with vour dissections of the variocus
eiements in RENT, but an exercise which is guite inescapable)discuss the inter-
relationships between RENT, SITE RENTAL and LAND PRICE. Quite plainly, in that,
RENT is most definitely related te productivity, the facilitation from advanitages
in lecation. _ ‘ ' )

We do, however, come back to common ground with Geocrge when we agree
that in order to obtain the tangible benefits which constitute the rent-fraction
of tots! production, we have to pessess the site through which those advantages
are to be znioyved. So, in the competitiom of the merket, rent-yiclding sites
fetch a correlative rental wvalue. _

But again, I reiterate that to say, first up, that site rentals (RENT B}
are the price of monopoly, is to go off half-cocked and to threw away the mosti
powerful card in the pack.

Assuredly, exclusive possession of a site IS & monopolv, intrinsic to
jte nse ( and again I draw attention tc my detailed outworking ia THE P-A S) and,
grasted, site rental IS the price of this monopoly. In this beth Geerge and your-
self are guite right. BUT THAT IS NOT THE POINT TC EE PRIMARILY MADE! The resal
point iz that the remtal value of a site {your true site remt, my site remntal or
RAENT B) is primarily the matket value of the opportunity to take unto omeself the
common faeilitation, the common good, the commen wealth brought into being through
Those ccomomies in eifort, released from site to site, whereby men complement each

sother, HENT comes {rom cooperation, and not {rvom sny aberrstions in competition!

Surely it is THAT which is the good mevd which George gepsed and ®ich
bhe mzant to comvey, but which in the event he maffed by slewing off target. So
Georgeists have, largely, also missed the point ever sipece ~ and the worid has
not "got the message®. If George wrote a3 you quoie, ther all I car say is that




2
it is high time that thiaz pertion of George was rewritten.

1 am nmot being unduly critical of George writing in theyear of
1879, I AM being critical of us, ome hundred vears later having not farther
sdvanced is our own thinking. Bach of us mskes his own approximation to the
truth, each constructs his own model ~ that is the way that it poes. George
made his - and like eveyone else, he straddled the target with hias shots. It
is by perceiving where he andershot or overshoit or skewed, it is by perceiving

where; in owr own postnistions, we do the same, that, slowly, laboriously,

all of our fire will eventually come on target.

ipother classical instance of this process has, of course, beenr the
digscussion im recent years about taration being at the expense of rent - an
aspect raised by Ueorge yet long loat sight of until the sterling wotk of
Graham snd yourzelf, And even in that debate, Bruce Every has very ase fully
and cogently drawn attention teo where part of the approximation has not been
adequate. So, as we go, We graduslly take ail of the peints into account. UOne
day we shall have arrived at the vgompleat” atatement. For the momeni, we are
all still grasping towards it. None of us hes completely mastered it - mot even
George. So, no camonizations for anyone. What we owe George iz not 80 much
gratitude for his sccuracy &as gratitude for his vislen and the line of invest-
igation and mental and moral attitudes that he pointed towards. It has been our
commen responsibility to bmild wper it - and I feel that we are now starting to
get our act together. :

However, to conbinue with the argomentstion: Having shown that the
rental value [RENT B8) of lamd i» the market value of the ability to acquire
~ the commanity bonus { that value beimg understcod to he & distributive portiom
of total prices obtained in the market, to be contrasted with natural rent
being & distrivutive portionm of total wealth physically produced)s we can THEN

proceed to show how :
a) if privately appropriated through monopol

i) uonatural and nnfair advantage
ii) capitalizatien inte the burdle of lacd price, land withholdiag, ete:

y in land title it lesds to

and b) if socialized, it leads to common enrichment from all social and
technological edvances, with equalization in opportunities.

See the thrust of Hart's article, and how I have traced this process
through in my chapter in The Pseudo-Affluent Society,and in Taiwan-H.X. papers.

All your work is valid, but the point at which it becomes relevant
is at the level of site rental, RENT. Bo

I conclude by reiterating that all discussion of HENT B must be
secondary im time and logic te discussion ef the derivation/crigin?generation

of RENT A.

i4 is RENT A that is the core of the good news. It is HENT A that
we sll need to share. It is RENT A that is the tangible incresase in standards
of livelihood. It is RENT A that is generated through men complementing each
other, It is HENT A that men receive when they compensate Society by outlaying
RENT B for the privilege. It is through the reception of HENT B that Societly
meets the communal needs. Quid pro gque and service for servicel The significance
pf RENT B, rental, lies in the fact that this is the wmechanism,indeed the only
practicéf way, whereby to achieve the equal distribution of thecommon good.

Thus porirayed, the economic preocesses of a healihy scciety can be
geen in their proper, sequential context. George made a very creditable attempt,
but he nevertheless left it still partly jumbled. I hope that we shall have
between us helped, in our own times, %o further get it straightened out.
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lond Owners Benefit

The Almighty created man with am inventive hrain
intended to be used to lighten the burden of labour, 1mprove
living standards and to enable more time te indulge the
cultural and spiritual porsuits, Unless rent is taken for
revenue, because of the superior bargaining power of land
: owners, the increased productivity due to the ase of tech-
nology. will benefit only the land owners, increasing the
power of their monopoly, to demand vet higher tribute

from labour and so worsen the problem of unemployment.

i Under the natwral order, technological advance will
. increase the rewards of labour and the use of capital ¥
| technology is a cause of wnemployment then the use of
! adding machines, typewriters, mechanical excavators,
i electric motors, efe., should be restricted, together with 4
lot of modern labour-saving inventions.
- When the scientific basis of employment is known, then
i .to blame technology for unemployment is as absurd a5 to
blame The Almighty who created the human brain and
the wonders of the physical world. All this has been known
and suppressed for a hundred years, since Henry George
¢ owrote the world’s greatest seller, second only o the Bible,
© “Progress and Poverty”, which might -well have been
" subtitled “Practical Christianity”.

Such is the power of vested interests; to silence the media,
the economists, the politicians, the mstitutions of learning
-— vea, even the custodians of morahty — for a hundred
vears is no mean achievement. How many millions have
died in vain? How many millions more have never known
. the justice which alone will epable them to develop to the
. fidiness of manhoed and womanhood their Maker intended,
just to suppert the diabolical institution of land monopoly?
.. Men are not created equal but with wonderful varistions

50 that wnder conditions of egual opportuniy each can
complempent the rest i improve the fot of all.

The late Bishop Gore said, “The Church has been t00
long engaged in pcking up the wounded in the batile of hfe,
in applying medicines and staunching wounds when it ought
to have been thundering at the gates of tyranny.”” - -

Christians should learn the Divinely ordained laws of
political science and atupe these to the laws of physics,
chemistry and elecironics. The spectre of involuntary unem-
ployment, poverty and death from starvation in a world so
marveliously stocked with the necessities of life, would
then be umpossible.

Graham Hart



LABOTR CAPITAL FACILITATED SITES
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‘35 the return natural is the return nat- a bonos te labour and
to the act of labour ural to the sct of capital patural to the
‘ o viilizing capital act of utilizing sites

| of pariicular advanispe
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THE “NATURAL' WAGES THE "HATURAL® INTEHLST THE “E;%;’TWGIR%L” RENT FROM
OF LABOUR UPOK CAPITAL FACILITATED SITES

portions of total wealth. And the patural rent is the
Yeommon wealth.,” The concept is that of sbundance, and in my view is the central
positive emphasis in Georgeism. And ip this first step in Lhe process, "rent" is
to be conceived as @ bonus, within the totsl of goods and services generated, %o
the application of labour and capitsal. It is somweibing which is received, enjoyed
hecouse locational advantages endow labour and capital with grester effectivéness.
an effectivenszes which is not of their own doing in isolation,

Put of course the potential for bopuscs put & premium upon the sites that
can vield them. And se these “natural” entities come to bave their correlates in
the market where they are competitively evaluated. This is the second step in the
process - snd we must not make the misteke of jumping etraight to it, bypassing |
the first; for if we do, then the comcept of the abundant society will be missed.
For it iz st the point of this second step that the concept of scarcity enters, &
that at a balance point between abundance and scareity, matural wages, interest -
gnd rent mequire & monetmrized value expressed inm price. 5o a price will be paid

——for labour. A price will be paid for capital. 4 price will be paid for-rent- —

"~ yielding sites. This monetary value can be termed "contract” vages, “contract"
interest and "coniract" remt, respectively. I use the term “"contract" to recog-
nize that a "price" invelves & reached agreement between contracting parties. Ard
note that whereas in the first step natural rent was something received. a benpus
with which to be endowed, in the second step, by contrast, contract remt is soma~
thing which has te be paid in erder to acquire a rent-bonus-yvielding site. So
when we, or Henry George, or whomscever, talk of "rent” &s being that share of
production which goes to the lasndewner by wirtue of kis fact of ownership, we are

talking of a share of production which, in cash or in kind, ie required to be

paid o him. And it is t2lk of <he ki=? which relates HOT to the economics of
& bonus of common wemlth for common sharing, & bonus which stems paturally from

the use of adventaped sites. It is talk which stems from the operation of monop~
oly and violence, in the final anslysis. :

"Contract" rent can alternatively be described ss "rental” { the Latin
tgerundive® form implying *thaet which must be paid'} and hence the rental value of
a site. Inscfar as laebour and capitel must lie at the merey of obiaining sites,
then the relative sbundance/scarcity of sites suited fo particular purposes will
detormine the level of site remtals. This having been extracted by land owners
from the total value of production, the remsinder is left for divigion beiweem =
lsbour and capital. (An owner-occupier canm, of courss, be comsirued as payiRg
the rental to himself for the privilefge of receiving the reant bonué. ) :

I repeat at this pointfthe distinction and contrast between the concept
of rent as being that which goes to ithe owner by virtue of being owser of a sile;!
end that which goes to the mser of & smite by virtue of using it. Or perhape I = .
should say that which comes to the user by way of & bonus @epause”aflthe.partiqﬂ
alar locetional advantapes perisining fo the szife. .. - B T LI

The ae are all
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-y . -
further;yord on ths.d;rference between “natural” wages &"contragt”
wages: A friend up at Sylvas recently had a whole orchard fu of lemons. ?ne

lemons were his "matural" wages. But, in fact, bhe literally couldn®t give them

s¥ay. So his "centract” wages - his return vhen his natural wanges wers evaluated
in the market -~ were IL. Apd that is the mitty gritty. In like manner, the nitty
gritty of remt is the level of iend renteals as determined in the market - the
premium that the community puis =poen t45 own orgemnized existence. Seo land rentals
are the only practicel ecenomic entity. Pui as Georgeists, our task is NOT to
relate land rentsis te vhat eny landowner can comnand. ¥hat ¥E have to do is to
relate them to the parket value of the common wenith, to the market value of the

natural rent bonus.

Rentels as & price to be paid, take on the concept of scarcity: where
pdvantaped sites are scarce, then rentnis will be high. But if reptals, no matter
what their level, are socislized { ie., through the tazation system) then the
velue of ithe common wealth will still be COMMON - and surely THAT is precisely
¥hat George was seeking to gel at in his advocacy of the mechanism of the single
tax. Thus it is eaccomplished that socialized tand rentals &s scarcity values
sti11 zerve the cause of sbundance in which all may share. Indeed, the value of
‘the common wealth expressed in sccialized land rentals may well rise, with social
progress, both as an absolute end as a relative amount within total wealth pro-

duction.

Henry George in THE CONDITION OF LABOUR:

wgere iz & natural law by which, &s society advences, the one

thing that increases in value is jand -~ & natural law by viritae of
which all growihk of populatien, all adwvance of ihke ariaz, all gener-
&l improvements of whatever kind, add to a rent fund that both the
commands of jusiice and the dictates of expediency prompt us to take
for the common uses of Bociely. Kow, sincé increase im the rent fund
eveilable for the common uses of society ig increase im the gain that
gocs equally to esch member of society, is it mot clear that the law

- by which land values imcresse with social advance, while the value of
the products of labour do rot increase, tends, with the sdvance of
civilization, to meke ithe share thet goes Lo each member of society
wore and more important as compared wiih ¥hat gees o him from his
Trndividual earnings — and thus to make the advance of civiiization

Vi ween reintively the differences that, in a ruder siaie of scciety,

must exiel hetween the strong and ihe vesk, the fortanate and the un-

{‘Uriﬁﬂ&teﬂs"_'” - e e J— . R e e—

This presage 1§ surely & *turn up for the books", is it nei? Indeed; in
this passapge Georpe makes comseout of education and skills sund sutsmetion, and
more than rives Karl Marx & run for his momey. This is THZ GOUD REWS of the
Gospel of George. Primarily it has XOTHING t{o dc with anything that goes to any
jandowner. Primarily it has FVERYTHING to do with what the cemson vealth amountis
to., And THAT is what I believe that Georpeists sheuld be telking about. It is
only those who do not comprehend the natural bomus of rent who &Te frightened of
automation and of education and of increased gkills and of jnternational trade!l

To conclude, the “true" site’rent, al Ifinterpret Mr. W&fmarefs termin-
ology, is the value of the natural site reat, and will only finally be
‘arrived at when eil unnatural privileges/ monopolies have been abolished, and
when 211 natural monopolies have been socislized. )
he true site rentil imsofar as it is

Hovever I would prefer to call it t
aid pericdically for & site in order

that ¥hich the market dictates must be p
to be able to utilize the sdvantages of ihat siie. To make my firsi point my
last, "rent" is not vpaid'y it is “peceived! by way of a bonus 83 8 distributive
portion of production. But it is & theoretical comncept which nevertheless must
never be lost sipht of because it enshripes Hepry George®s good ne¥s of the
abundance that should accrue to menkind through the enrichment that comes from
their civilized community existence. And it is rental which must be "naid", the
point being that it is vnly in the guise of rental that the common wealth can

be evalusied and asctualized. = _ o ) £ .
meet e LN e




EXTRACT FROM "SUN YAT SEN - CITIZEN OF THE WORID™

George perceived that in the cooperative phenomena of society, there was
a bonus, & gdividend, that came to mankind by way of incressed material and spirit-
wal prosperity, and that elevated his way of life above that of the craudities of
jsolated exisbence. It was & bonus that revealed itself in the erhanced usefulness
and desirability of land from locatiom to lecation, dependent not only on its "on
site"fertility, but upon many other factors, eg., variety of comcentration in pop-
alation. In ccomomic terms, it vas to be expressed in the FERT of iamdscocoo

George dwelt on the fundamental importance to Societly of the concept of
Feonomic Rent. He perceived that trade andcooperation meant social 1ife and civil-
ization, and that trade engendered rent. He gave the example of the pioneer who
settles on & boundless plain of fertile soil. Life for him is primitive; yet, by
dint of labour his living is guaranteed.. Then along comes another piomeer, then
others. Where do they settle? Why, on similar land, but clese to the first. By
their very act of human association, these people afforded to each other, inm count—
less unfolding ways, mmtnal services that yielded encrmous savings, ECONOMIES, in
effort., Thus human association endows land with a greater and greater role im prod-

vctivity wherever association cccurs.

Thus, where, formerly, on one acre of land a farmer might grow, say, ten
bags of grain, now, on one acre apon which factories are bunilt, a thousand men,
working together, produce the equivalent of many baga, in the technical marvels of
modernization... And just as it is the ratiomality of association that brings men
together into centres of civilization, so also it is that selfsame ratiomality that
canses men Lo choose good agricultaural land over what is seen to be marginal, This
bonns from human association and cooperation attaches to land of superior lecation

and is termed "economic rent”.

So George pereived that ecopomiz rent, expressed im the differential
productivity of lend as utilized by men from site to site, was the measure of ithat
social saving in effort, that ECONOMY, which arises when men have access to wtilize
land, and when, in so doing, they are able to utilize it to its greatest advantage.

o By allowing free competition to measure the rental value, or potential
value, of each piece of land, and by chamnelling this by means of an annual levy -
on land rent{al), George portrayed how ecomomic rent — the social dividend - the
gocial bonus that springs from those economies to which the community giveas rise
through. the very fact of its exiastence ~ could be gathered for commnity needs.
This, then, was the true Socialism, the ccmmon benefit that free men afford to
esch other in the very act of their social interrelationships.

George visualized... that if economic remt were to be socialized, then
the relationships between men would be harmonious; but if economic rent could
become the private property of some men w¥ho thersby saved themselves effort at the
expense of all other men, then dire poverty would be the fate of many, despite ail
social and scientific progressj indeed, aa such progress coptinuwed — thereby making
land all the more valuable ~ the process of misappropriation of economic rent woulid
all the more intensify. And s¢ in his scheme for the socialization of land rernt
through site value "taxing" or "rating”, he looked for a radical yet liberal and

norn-violent solution to Society's ills.

~ from paper delivered ia Taipei,
Aupast, 1981, at Conference
oni the History of the
Republic of China.

K.N. GRIGG



HOW TO IMPLEMENT THE STATE TAX SYSTEM |
AND BRING DOWN INTEREST RATES ‘ ’

We have to start from first ‘principles:
HUMAN ACTIVITIES
domestic agricuttural
- commercial professional
- indusitial recreztionzl .
involving ' LABOUR, CAPITALL. RAW MATERIALS
' carried ¢l upon
SITES
that  have
VARYING LOCATIONAL "ADVANTAGES,
yield end products
i.e. “SATISFACTIONS™

For a given input of labour and capita! there will be a
cerfain output of satisfactions. But this ountput will vary
according to the relative advantages, the “facilitation”,
afforded by the location or site at which the labour and
-capital are applied: In the agricultural context, sites vary in
fertility, rainfall and access to markets. Commerce and
industry depend upon infrastructure - transport, communi-
cations. Residence is enhanced by the environment and
local amenities. Moreover, locational advantages, for
example population density, may actually incresse the degree
of application of labour and capital that a particular site
warranis. Thus prime commercial locations eaable multi-
storey buildings to greatly amplify the nett return from the
copcentration of the employment of labour in a given area.
This variable bonus in the outpouring of satisfactions,
cependent purely upon the Incational advantages which
facilitate human activity, is termed economic RENT,

S0, the returns to human activity may be disiributed
amongst the three factors imvolved: :

LABOUR oo i WAGES
CAPITAL oo . TIREST
T 1OCATIONAL ADV ANTAGE or

But- Mankind is earth-dependent: to enjoy the reni you
first got to command the focuiivi. The premivm payehle at
ihe dictates of market competition for rent — yielding
locations, is, in turn, called rental — in practical terms, the
anviudd rental value of land, '

Now imagine that the whole of the landed -estate of
Australia had been bought up by Arab and Asian investors
{who are well on the way to doing it!). who then rented it
back to us, the local peasants, to live and work on. What
would their rent rolliamount to? It would come to tens of -
thousands of millions of dollars annvally. That is to say;
the annual rental value of the landed estate of Australia
currently amounts to. iens of thoussnds of millions of
dollars. T

‘

" Political and Moral

Now comes a highly political and morz] question upon
which the whole discussion hinges. Are the advantages in

ie location of & tract of land something which the private
owner of that land has, through his own efforts, brought
into being, or are those advaniages generated by the very
presence and mteractions of the people, comprising the
community as a whole? Manifestly, it is the latter. It surely
follows then that the land rentals of the pation should
be regarded as the common wealth of the Commonwealth.

In a word, the rent of the land is the pmper”ly of the people.
In an ideal society, therefore, the output from human

. activity is to be distributed “into the three categories of

Wages, Interest and Rent, with the Rent going to the com-
muhity. Let us assume that the market is an entirely “free”
one in which competitive interplay causes 2 dynamic
equilibsium to be established between the shares that are
distributed to the providers of latiour, to the providers of
capital, and to the community as the provider of what we

~might call the “common facilitution™.

There is intente competiticn 1o capture the ‘‘common
facilitation”. Hence the level of Jand tenials will be set by
what labour and capital are ultimately prepared to profier.
Then, of course, labour and capital will receive as- wages
and interest whatever is lefi over.

If the rent of the land, in this ideal society, is truly treated
as the property of the people, t.e., if the Jand rentals arc
fully charged against possession of title across the length
and breadith of the Commonwealth, then the economic bene-
fits of the common facilitation become the common property
of us all. :

CGrowing Fund

Herein lies a fynd, running into tens of thousands of
millions of dollars annually, to cur common enrichment in
the defraying of ail of the expenses of Government, of
national deveiopment,; and of necessary social welfare, And
whilst land would fetch in many ateas a bigh annual renral,
it would feich lesy price, because no one could make 2
profit out of buving or selling land as a mere investment.
The return to land ownership could then come only from
its productive use ruiher than Dom s speculative reten-
tion, What is more. its productive use in terms of the distri-

butive share poing to labour and capital would be uniaxed.

C O Somuch Tor the idez] society, Now let’s look at what
-we've actually Jet he

ppen. _

Land hag been trouted as private property in an absolute
sense. That is to say, when [reehold titic has been gained,
the owner has said, “The rent of this land is mine, and any
increase I its rent or in its rent potential is miine.”

So it has come sbout that this private reiention of rental
advantage has been eapiralized into sn esking price for Jand.
And unless this ransom of land price is met, then labour
and capital will be denied- its use. In.other words, there
will be rsassive unemployment — and we do not need io
fook beyond this process for its cause.

- This unemployment is indeed the inevitable result of the
speculative land boom of the sixties and early seventies
from which we have yet to recover. The catch is, though,
that at the slightest sign of recovery, up will go the specu-
lative price of land yet further. In the meantime, the economy
stagnates and chromnic unemployment persists simply because
people are holding on to property under the attitude that
high land price means that they are wealthy. *“Wealthy”
because other must pay them! ' o

. . .interest Rates .
" Now consider the effect on interest rates. And here we
are using the term “interest” in the sense of the price of
borrowing money. “First secure the land” remains the name




Site RENT/Site RENTAL

W. H. Pine

Very nicely differentiated in June’s “Progress”, the
workings of a Georgist economy can be displayed if com-
monplace yet correct terminology is used.

However, since for the whole social structure, Site
RENT (the ‘benefit in economic terms) is the keystone, the
cornerstone, and the general building block, while Site
RENTAL (in economists’ terminology, the cost) is the price
that has to be paid, the commercial processes whereby each
originates require comprehension. These hinge entirely upon
economy of effort. ,

Henry George’s famous and beautiful depicting of the
mitial seitlement of America’s “boundless savannah” recog-
mised alf that even if, in Dr. Grigg’s words, he then went off
“wild and wide”. George’s “second settler” could have
selected any one of thousands of equally fertile locations,
vet he chose to settle alongside the first. Why? Because of
economy of efiort!

Neither of them paid rent, but later comers, gven their
sons, undoubtedly did. Why? Because of economy of effort!

Now The Melropolis

Today, in Heu of the frontier village, there now is a
great metropolis. At its centre, the erstwhile slub hut is now
a skyscraper with thousands of occupiers ali shelling out
to the landlord every week — yet, all profitting, Why?
Because of economy of effort! How?

The skyscraper probably carries the name of the major
tenant, and he would be the one who first saw thai the
locality would be more profitable for retailing than the site
he had been on before. After doing his sums, he would
have proffered a RENTAL that would have been just frae-
tionally higher than what he felt any compebitor might
proffer. No way would that figure have equated with the
net economic benefit. (Dr. Grige's site RENT) that he fore-
saw from the new location. He was in business to benefit
himself, was he not?

So he took the lease, put his retailing operation on the
ground floor and on some above, then subletting the re-
mainder of the space. There were prospective subtenants
galore, each spurred by the self-same profit motive. In
every sublease, the rental wounld be substantially lesser than
what the subtenant reckoned the space would be worth to
him.. Otherwise none would have moved from his previous
location! Those who were wrong in their judgement would
soon move back! ,

With the doors of the, retailer and his subtenants open-
ing, each of their countless clients and customers would
recognise that, there at the hub, services and material items
of better quality and greater range could then more-: easily.
be obtained. Increased economy of effort then lay behind
every transaction. Site Renit — the benefit in the economists
terminclogy — vastly exceeded the Site Rentals that, in hard
commercial cash, were outlaid,

A Fraction

Only a fraction of the total benefit. adhering to the
location, was garnered by the landlord. Far more was en-
joyed by the tenant occupiers — and their customers. The
part of the tenants’ outlays that related to the cost of the
building’s construction and maintenance were of course a
mere recoupment to the developer for his outlays, a cover-
ing for his risks, and a *“wage” for his exeriions. It was

neither site rent nor site rental.

Of course, there was a seemingly glittering reward for
the developer in his securing of the site and in his envision-
g of its eventual use. But it was — or is —- small potaioes
compared with the total bepefit that his astute act:vity
brings to the community as a whole. The landholder as
such, plays very little active part in it all, his only function
being to select the tenant who will develop the site to
optimal degree, or to do it himself—whereupon he assumes
the mantic also of the developer and thus earns his reward,

Locational Economy

Right through, the commercial processes show up the
part that Site Rent plays in the life of sodiety. In the form
of the Site Rentals, it monetarises the locational economy
of effort and, when taken by the Crown as trustee for the
people, ensures that fand is not held back from productive
use. But, whenever the people allow the Crown to neglect
that duty, Site Rentals become the plaything of profligates
and profiteers, and the people are then oppressed not only
by the arrogant withholding of land but also by taxes until,
coming to their senses, they insist upon correct action.

* If any reader doubts the accuracy with which the
commercial processes are here depicted they may enguire
of the customers, the tenant occupiers, the developers and
even the absentee holders of the land titic for the Capitol
Theatre building opposite Melbourne’s Town Hall. That
building was constructed -— and later reconstructed —-
under building leases!

That economists and reformers have in the past failed
o use — or to use correctly - terminology that for cen-
turies has been commonplace amongst commercially minded

- people is a matter of regret. But it is not a matter for

recrimination unless, from now onwards, we ourselves join
them in such slipshod practice.

. The Georgist reform can be achieved only if first we
accustom ourselves to using — it is quite easy — the terms,
such as Siie Rentals, that accord with ordinary commercial
practice and then insist upon that terminology in all subg
sequent discussions. That way, our argument will be sound
and our propaganda campaigns will be upon grounds that
are firm and of our own choosing.

We cannot win if we are not correct!

RESULTS OF LAND VALUE TAXATION

1 have read the article by K. N. Grigg in February issue,
and find his statements very clear. )
But I think I should tell about the conclusion we —
three Georgists in Denmark — have arrived at about price
development after LVT has been put in action. We agree
that land speculation wil stop, but we are not sure that land
in use or land whichsis being bought for actual use will

decrease in price.

We mustn’t forget that the burden of paying LVT will be
less than the burden of paying income fax, thus creating
more activity. '

And maybe it is not very wise promising people cheap
land if we cannot fulfil it. Also those who have the Jand
do not like the idea, even though they might be positive for
Hastice,

So if you want to get voters for LVT, you musin’t
frighten away that group of them who own land. Inflation
wili stop and land speculation will stop, as no new surplus
money will occur and it is the surplus money which causes
the inflation. You are right that the rate of interest will fall
because land specnlation ceases — but land sales will never

Kmnd Tholstrup, Denmark.

© stop.






