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By William G. Tucker

‘In the 1670’s, & young newspaper edi-
tor named Henry George walked the
streets of San Francisco lamenting the
paradoxical economic mayhem that
lay all around him. Why should people
starve for lack of work in the very
shadow ef industries that were closing
b&csuse people didn't have enough
money to buy their goods? In 1879, he
published his classic, "*Progress and
Poverty,” to try to supply an answer.

George argued that panics occurred
because the wealthy withdrew their
money from productive enterprise to
invest in & nooproductive good —
specifically, Jand. Whenever rich in-
vastors started worrying about the fu-
tuire of the economy, he argued, they
withdrew their business investments
and started chasing speculative land
ventures. Panic and poverty resulted.
The solution, he argued, was for gov-
ernment to tax away all the economic
“rent” earned from land ownership in
order to channel investment back into
more-productive business enterprises.

The system has worked occasionally
i revitalizing cities. Pittsburgh's
downtown renalssance i3 partly attrib-
utable to a Georgian taxing policy,
whereby land is assessed at five times
the rate of buildings on it. But as an
vverall strategy to stimulate the econ-
srmy, It probably wouldn’t work, With.
mii Jand to speculate in, worried fnves-
lers would just turn to something else.
firt, mntiques, yachts - anything
wosild do &2 long as it promised to in-
repage In value while the returns from
jusiness enterprises stagnated,

John Maynard Keynes stiacked the
iame dilemma in the midst of the De.
sregsfon and came up with another
riginal answer. People couldn’t in-
+zat, be argued, because there wasn't
mough money. In a time of falling en-
erprises - technically called a
‘deflation’ — money becomes more

uluable, while goods become cheap- -

i, Therefore, people want to hang
k130 money. But, as with land, there {5
xily 86 much money avallable in the
'yetem, I people wor't part with it,
{zynes argued, business can't func-
ion, . “Unemployment develops,” he
vrote, - “because people want the
neon,"” His solution was even more
irvel. It people want the moon, he

arguéd, then give it to them, The Gov. |

ernment should print more money and
pump it into the economy to give peo-
ple the illusion, at least, thet they are

again prospercus. They will start.

spending, and the economy will begin
to hum. By the time the infiation is
felt, the sconorny will be producing
fast enough to absorb its effects.

For better or for worse, the gimmick
worked. Keynesian “‘demand-side*
economics became & double-barreled
approach to altruistic social policies,
Congress ran up even-larger deficits on

programs to help the poor. But, it was

argued, these programs benefited
everyane by keeping employment and
production high. It all seemed too good

_tobetrue, . ]
It was. The problem, as Milton Fried.'

man has expressed it, layén the maxim

“You can't fool all of the people all of

the time.” Gradually, people begati 10 |

anticipate that money would continue
losing its value, and to ook for safer
havens. Like }gth century plutocrats,

they began to speculate in art, an- .

tiques, gold — anything that promised
not to jose its value. In the 197¢'s, subur-
bar homeowners' property often ap-
preciated §3,000 to $4,000 a month. But
when was the last time you heard of
someone getting rich on the stock mar-
ket? . :

The solution, then, should be ts sta-
bilize the currency, restore people’s
faith in the value of money, and try to
nurse them back intc Investing in pro-
ductive enterprise, :

Hut what has the business-oriented
Reagan Administration decided to do?
Instead, it Is going to try a new way of
fooling people. The gimmick is now
called ‘‘supply-side” economics. Thig
time, we wili give peopie newly printed
money in the form of tax reductions.
Thinking they are rich, they wili go out
and invest (but not spend) the money to
get the economy rolling again. As
Keynes proposed, by the time the infia.
tionary effects have caught up, the
economy will be running fast enough to

. absorb all the'new currency. That way

stagflation will end,

It may work. Keynes's plan, argua-

bly, kept people fooled for almost 40
years. Perhaps thiz new suit of clothes
for the emperor will wear for another
40. But the difficulty will be that once
it succeeds it will be tried again and
again until snee more people catch on,
Then it will be up 1o another new eco-
nomic theorlst to pull the same rabbit
out of & different hai.
.. The one thing that would work ih the
long run — stablizing the currency and
controlling inflation so that business
investment will once again become at-
tractive — apparently isn’t on the
agends, . .

After 40 years of being fooled by

" Keynes's demand-side infiation, how

long will the public be focled by the
new supply-side inflation? On that

.+

question hinges the fate of the entire .

Republican economic program.

William G. Tucker, a contributing edi- ]

tor of Harper's magazine, is author of
the forthcoming book *‘The Age of En-
vironmentalism. "
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Henry George’s Idea on Land Tax

To the Editor:

Wililam G. Tucker’s May 27 Op-Ed
article, ““George, Keynes, Resgan,
Rabbit and Hat,”* gave an interesting
synopels of various schools of eco-
nomic thought, and we were glad to
see sttention paid to Henry George,

- who has been unjustly neglected.

After disposing of various theorles, -

- Mr. Tucker proposes a stable currency
a3 the real solution to today's eco-
nomic woes. But we had a stable cur-
rency until 1935 and still hed ferrific
- booms and busts.

Mr. Tucker gives a fairly good Inter-
pretation of George’s proposal, with
one exception: He supposes that the
main purpose of the tax on land rent is
to lure rich investors away from
speculation in land snd into productive
enterprises. It is evidently for this
resson that he thinks “it probably
wouldn't work,” because rich people
would then turn to ‘“art,’ antiques,
yachts,'

The argument about luring big
money back to Business is borrowed
fram some of the supply-siders (see
George Gilder). Henry George was
concerned about sl who work for
shouid work) to earn a living ~——which
is just about all of us. .

The speculative price of land stands
in the way of productive enterprise,
and taxes on production discournge .
same. If these two obstacles were re-
moved via the single tax on land
vazlues, all of us — rich and poor alike
— would be able to get at land for
farming, building, manufacturing or
what you will (meybe even construct-
ing yachts}. '

Why shouidn’t this work?

ROBERT CLANCY
President, Henry George Institute
- New York, May 27, 198}
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To the editor:

It is with regret that I read, in Comment on May 30th, the
column by William G. Tucker, listed as a-contributing editor for
Harpers, He gave a garbled and uninformed column. He cited
the renewal of downtown Pittsburg under the Henry George Tax
Plan and said “'it probably would not work."” The fact is it does
work and other Pennsylvania cities like Harrisburg, Scranton,

etc., are following suit.

JOSEPH ZASHIN

HENRY GEORGE INSTITUTE
5 East 44th Street

New York, N.Y. 10017
11021



