
 6a : Last to sell
Argument : The spec u la tive ac tiv i ties of the
first Is land fam ily can be seen around us. Many of
the prob lems we en coun ter in the U.S. - in clud ing
the Busi ness Cy cle - are not re ally prob lems at all.
They are the ef fects of a ba sic land prob lem.
 

Interrogator

1. In an ad vanc ing com mu nity, with ever in -
creas ing pop u la tion and ris ing prod uct-
ivity, do land prices rise or fall? __________

2. Do the great est and most vis i ble in creases
take place in the cen ters of cit ies, or
far out, among the red woods? ____________

3. You need a site for your fac tory. You need land 
ser viced by fire and po lice de part ments. You
want high volt age elec tric ity and good sew -
ers. You also need a nearby free way to move
goods to cus tom ers. Do all these
im provements in crease  land value? _______

4. When wid get and gad get prices rise, does the
price mech a nism draw fresh sup plies
to mar ket - bring ing down the price? ______

5. When land prices rise, is it pos si ble for the
price mech a nism to draw fresh sup plies of
land to mar ket - dropping prices?

More Interrogator

6. As prices keep ris ing, is the cost of the choice
in dus trial land likely to
be too much for you? _____________________

7. Land acts like a col lect ible. In a col lect ible
mar ket, who gets the high est price - the first,
or the last, to sell
his col lect ible?____________________________

8. Will a mar ket where most sell ers are try ing to
be last to sell, lead to spotty sales all over the
map - or will it pro mote
ef fi cient and or derly growth?______________

9. The value of the site you want has risen higher 
each year. The holder's an tic i pated fu ture
value has risen even higher. Is it likely that
the price he wants for the land will make your
fac tory too 
costly to build? ___________________________

10.   In a mod ern city does the site you want pro -
duce its own value, or does its value arise
from ser vices
oth ers pro vide?

Test - 1 : Do you, or does the com mu -
nity, pro vide your site with po lice and fire ser -
vices, sew ers, schools and nearby free ways?
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Stock Mar kets and Pro duc tion: 
Ev ery few years, the econ omy slows down,

or crashes. No-one seems to know what causes

it, al though there are many the o ries. One sug -

gests that fac tory clo sures are trig gered by a

stockmarket crash. We'll find the re verse is

true. Clo sures cause the crash.

When car sales sag, deal ers' lots are full, and

fac to ries jam with un sold cars. Econ o mists

claim there is over pro duc tion (too many cars)

or underconsumption (not enough buy ers).

Yet, peo ple still want cars, so why aren't they 

sold? Why aren't they bought? If the fac tory is

pro duc ing too many cars, why not have a sale

(re duce Mar ket Clear ing Price) for ea ger cus -

tom ers?

The prob lem is that cus tom ers can't buy

any way be cause they haven't pro duced.

With out any pro duc tion to of fer, they can not 

buy cars. With noth ing to sup ply, they have no

way to de mand.

This Cy cle, we'll find why peo ple who want

to pro duce are un able to do so.
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Test - 2 : Does a land holder (as a land -
holder) sell  his con tri bu tion to the worth of
the site, or the con tri bu tion of the
com mu nity around it?

6b : Home In Indiana
Argument : You live, not on Fan tas tic Is land but 
in the United States. How ever, even though pop u la -
tion den sity is low, free land is long gone.

Just like the Is land, Gen eral Level work ers get wages
which are close to sub sis tence.

 How ever, we are an en light ened de moc racy and
help the poor with gov ern ment pro grams. These cover
much of ev ery day liv ing, and can in clude food stamps,
sub si dized ac com mo da tion and di rect grants of money.

Wel fare shows heart, but lit tle un der stand ing of eco -
nom ics. This is what hap pens.

Interrogator

1. You get the Gen eral Level of Wages. You, your
wife and chil dren, live on $220 a week (40
hours x $5.50). Af ter taxes and work ex -
penses, you take home $170. Of this, apart -
ment rent takes $80 (less than  na tional
av er age for poor peo ple).

You have $90 for ev ery thing else. Are you
close to the edge
of sur vival? ______________________________

2. Next door, the fam ily have no jobs and live on
wel fare pay ments. Their apart ment is sub si -
dized, they get food-stamps and money.

Af ter ba sic ex penses are paid they have about 
$90 a week. Are they close to
the edge of sur vival? ______________________

3. There seems lit tle dif fer ence in your re turn
from work, or from wel fare. You are about to
go on wel fare, when you are of fered a better
job for $260 a week. Your choices are:

 a) You could stay home with wel fare; or

 b) You could work 40 hours at the new job
and get an ex tra $40.

You might take the job out of pride, but why
does it make
no eco nomic sense? ______________________

4. You are not al lowed to work AND col lect wel -
fare. Might you take a ‘se cret’ part-time job at
less than Min i mum Wage 
to get some ex tra money? _________________

Test - 3 : Do you re sent not en joy ing the
good life you see pic tured on tele vi sion?

Test - 4 : . Ted earns above Gen eral Level
but finds it tough to make a liv ing. His taxes
rise to pay for wel fare. Does he re sent hard-
earned pay go ing
to non-workers?

Test - 5 : Might re sent ment from you at
the Gen eral Level, and from mid dle-class Ted
be dan ger ous to the com mu nity?

     6c : Wages and Prices     
Argument : Eco nomic con se quences are of ten
ig nored, which can be dan ger ous! Also, con se -
quences may not be rec og nized. For ex am ple, rais -
ing prices is of ten eas ier to do than cut ting wages. 

The ef fect is the same. Whether wages are cut, or
prices in creased you can buy less. Your work gets you
less ba con and fewer eggs. Your real wages (what you
can ac tu ally buy for your ex er tion ) have de creased.

Interrogator

1. If to ma toes flood the mar ket, would
you ex pect their mar ket value to drop? ____

2. If dol lars flood the mar ket, would
you ex pect their value to drop? ____________

3. Do you work for dol lars, or for food,
cloth ing, shel ter, and other things? ________

4. If the same work is get ting you more dol lars,
but fewer things, have your
wages in creased or de creased? __________

5. Which is more im por tant to your wage, the
dol lars you get, or the food,
cloth ing, shel ter, etc, you get? _____________

6. You get more dol lars than last month. But,
food prices have risen, so you can ac tu ally
buy less food. Have your
real wages risen, or fallen?

Test - 6 : The gov ern ment is sues more
dol lars into the econ omy each year. Would
this grad ual in crease in dol lars be rais ing
your wages, or would it ac tu ally be re duc ing
your real wages - that is the ac tual food, cloth -
ing, and shel ter you need?
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     6d : Pressure     
Argument Real wages are mea sured, not in dol -
lars earned, but by the goods you can get for the ex -
er tion you ex pend. The down ward pres sure on
wages shows up as greater dif fi culty in mak ing a liv -
ing. At the Gen eral Level of Wages, la bor is barely
able to sur vive.

Yet, even those with spe cial ap ti tudes, better ed u ca -
tions, and greater skills, find pay ing their mort gage is
more dif fi cult. They find run ning their cars is a drain,
en joy ing their lives is harder.

The mid dle-class wife no lon ger works to get lux u -
ries. She works to make the pay ments, be cause her
hus band's pay is not enough.

Interrogator

1. Peo ple at the Gen eral Level are pressed down 
by the ‘Iron Law’.  Might
some of them be come home less?__________

2. You earn above the Gen eral Level. Your pay is
the same but apart ment costs rise. You must
move to a smaller apart-
ment. Have your wages fallen? ____________

3. Pro duc tiv ity may be in creased by free trade,
in ven tion, in no va tion, or clever enterprisers. 
At first, is the ef fect of these pro duc tiv ity in -
creases to raise
the re turns to la bor and cap i tal?

Test - 7 : Re mem ber what hap pened on
Fan tas tic Island when Wages were forced
down. In the United States, when the down -
ward pres sure of the Iron Law of Wages makes 
it self felt, what
hap pens to Rent?

     6e : Never Had It So Good     
Argument : Rent mea sures the worth to pro -
duc tion of a lo ca tion. Rent is de ter mined by the free
mar ket. But, Land is a col lect ible and is not con -
trolled by the price mech a nism - as are products.

So, in stead of mar ket value (Rent), we get Rent plus
col lect ible cost, or some thing we call Land-Value.

Land value  is Rent plus a speculative pre mium.
Land value can be huge. Ap praisers of land-value find,
for ex am ple that the cost of a site may be from 50% to
70%  of the cost of a house. This means the con trac tors
and their brick lay ers, car pen ters, and other work ers,
and the con struc tion ma te ri als get half the price of the
house. The other half must be paid for the right to be -
gin work.

Interrogator

1. When you buy a house, rent an apart ment,
build a fac tory, or start a busi ness, do
you pay Rent
or Land-Value?___________________________

2.  Pre tend you can make land. Would you look
for the mar ket clear ing price that would keep
your land pro duc tion flow ing into
the hands of the con sumer? _______________

3. If land was con trolled by the price mech a -
nism, would you ex pect it to act like prod ucts
and find its mar ket
clear ing price? __________________________

4. Would your land at its mar ket clear ing price
move into the hands of build ers, who then 
would pro vide
job op por tu ni ties? ________________________

5. How ever, you can’t make land! Nor can any -
one else. So, you be lieve the value of the land
you hold will keep ris ing as more and more
peo ple chase af ter the lim ited amount.

Do you lower your price to ‘clear your
shelves’ of the land - or do you raise your
ask ing price to the higher fu ture an tic i -
pated value which is the per sonal
value in your mind?_______________________

6. What can any one
do with out land?__________________________

7. When you pay Land Rent, are you sim ply pay -
ing for some thing you get
- such as a better lo ca tion? ________________

8. Land is a col lect ible and can de mand a pre -
mium on top of Rent. What is the name for
this Rent + Pre mium pay ment?____________

9. When you pay the higher Land-Value, are you
get ting some thing more than
when you sim ply pay Land-Rent? __________

10.   If the land holder de mands not Rent, but
Land-Value, from what in comes will the ex tra
pay ment
have to come?

Test - 8 : Land val ues keep ris ing, tak ing 
more from pro duc tion. What two other Fac -
tors of Pro duc tion must get less and less when
Land is tak ing  more and more?
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     6f : Tomatoes In the Store     
Argument : Col lect ible land in creases rent and
presses down wages. It also causes poor land use.
When land hold ers hoard land, la bor and cap i tal
must use sec ond or third best sites be cause
land-value de mands are too high.

Interrogator

1.You shop for to ma toes. Do you buy the first six to -
ma toes you find - or do you
pick the best six from the bin?

Test - 9 : If city sites were cho sen like
to ma toes, we might ex pect or derly growth.
Builders would choose the best sites be fore
the sec ond best. All the  ‘8 land’ would be
used be fore build ing on  ‘7 land’. Does your
city show this or derly growth, or is it a mish -
mash of sky scraper, next to small build ing,
next to va cant lot, next to a high
build ing, next to slum?

6g : Specific and General
Argument : Mal thus and Ricardo showed how
in creas ing pop u la tion forced peo ple to poorer land,
push ing down the wage they could earn. Henry
George showed that hold ing un used land off the
mar ket would speed up this pro cess.

Builders and other pro duc ers need spe cific sites. If
they are forced to take sec ond best, or third best, their
ef fi ciency drops - which means lower wages and in ter -
est from the pro ject.

Interrogator

1. Is de mand for land
 spe cific, or gen eral?____________________

2. Do these spe cific de mands for par tic u lar lo -
ca tions raise their Rents  - and
there fore their sale-prices?________________

3. You spe cial ize in gem sales. Do you lo cate
your of fice in the in tensely com pet i tive jew -
elry dis trict, or in an other part of town
where there are no
other jew el ers? __________________________

4. You have grade-school chil dren.
Must you live near a grade school? ________

5. You must lo cate at a spe cific lo ca tion. Will
your Rent be higher, or lower than
if you could choose any where? ____________

Test - 10 : City land is ex pen sive on
which to build your sky scraper. Would it be
better to build in the scarcely pop u lated
desert where land is much cheaper and your
costs would be much lower? Ex plain

     6h : Cash Cropping     
Argument : Spec u la tive land is n't al ways left
va cant. Of ten, to get an in come, it is given a tem po -
rary use. Land holders don't want to in vest much in
land they hope soon to sell, be cause their in vest ment 
would be wasted. So, they ‘cash crop’.

This gives them im me di ate re turn from lit tle in vest -
ment. If a sale oc curs, they can dump the land with lit -
tle loss. Mean time the land is used well be low its
po ten tial.

Interrogator

1. You have a very good city site, but no-one yet
will pay your price. Might you put in a
bill-board, or park ing lot, while you
are wait ing for the ex pected bo nanza? _____

2. You have a well lo cated sub ur ban cor ner lot,
but no-one has yet made an of fer. Might you
in stall a ser vice sta tion, or some other tem -
po rary in come pro ducer while
you wait for your price to be met? _________

3. Your farm is in the path of ur ban ex pan sion.
Will you in vest in drain age, fences, barns, or
will you sow quick cash-crops with min i -
mum cap i tal im prove ment, so a big of fer
could be ac cepted with out too
much of an in vest ment loss? ______________

4. Is a ‘cash-crop’ econ omy (in city, sub urbs,
and ru ral ar eas) the most ef fi cient  way, to use 
valu able land for the
well be ing of the com mu nity? _____________
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Cash Crops
A Cash Crop is a one that re quires min i mum in -

vest ment, but which will re turn a quick in come.

An ap ple or chard or grape vines need care ful nur -

tur ing for sev eral years be fore they re turn an in come.

Other crops sim ply need plow ing and seed ing, with a

har vest later in the sea son.

Any pro duc tion that re turns a quick in come with

small in vest ment and lit tle thought for the fu ture is a

cash crop ping ven ture.
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Test - 11 : In stead of an of fice build ing,
there's a park ing lot. In stead of a su per mar -
ket, there is a junk-yard. In the city, va cant
land is fenced for stor age use. Out of the city,
trees are be ing bull dozed for hous ing. What is 
the name for this 
poor land us age?

     6i : Environmental     
Argument : On Fan tas tic Is land land was
fenced and kept from mar ket, while it rose in value.
It is rea son able for mod ern land hold ers to adopt the
same pol icy, ei ther hold ing land va cant, or
‘cash-cropping’ it. In dus try, un able to af ford pref er a -
ble in dus trial sites, is forced out to the coun try side,
look ing for af ford able lo ca tions. You want to build a
fac tory, but can't af ford the in dus trial land price. You 
must search for a site for your fac tory some where
else.

Interrogator

1. In the coun try, you find a site that will do, al -
though with fewer ser vices than a city site.
Will lack of ser vices
limit your pro duc tion? ___________________

2. You buy the site. You think, per haps, that
other en tre pre neurs will join you and share
the cost of in stall ing ad di tional ser vices
(wider roads, better util i ties, etc.) But, once
you've bought and start to build, what hap -
pens to the ask ing prices of sim i lar suit able
sites in your vi cin ity? _____________________

3. When they find higher prices in your neigh -
bor hood, will other in dus tries look ing for
land likely to be forced fur ther out to places
even less de sir able for in dus try - but per haps 
very de sir able for res i den tial or
rec re ational land?________________________

4. You're on your own. Your costs are bur den -
some in your less than  best lo ca tion. Will it
be a strug gle to keep
your busi ness alive?______________________

5. Is it likely that your fac tory will bring pol lu -
tion, toxic sub stances, and heavier
traf fic into the coun try side?_______________

6. Pro tests are made against your de grad ing the 
en vi ron ment. Are you in any po si tion to in -
cur ex tra ex penses to re pair or
re duce any dam age you are caus ing? ______

7. Forty fam i lies rely on the paypackets you pro -
vide. If you pay the anti-pollution costs, you
may have to fire em ploy ees, or even
close down. Will
you pay the costs? ________________________

8. Down wind, en dan gered by your smoke stack,
the last re main ing pair of Null-Colored
One-Winged NipHatch nest. 
Is this of great im por tance to you? _________

9. Do they mat ter to the forty fam i lies who work
for you - or to
the lo cal gro cery stores?

Test - 12 : En vi ron men tal ists will try to
close your fac tory to save the the Null-Colored
One-Winged NipHatch. You tell them they
want to ruin you and put 40 fam i lies on the
un em ploy ment line. Each will blame the
other. What’s the real cause of the fight be -
tween you and en vi ron men tal ists?

6j : Urban Sprawl
Argument : It was a pity about the Null-Colored
One-Winged Niphatch, but as peo ple move into the
coun try, an i mals, birds and other crea tures pay a
price, as do peo ple, when  coun try is re placed by con -
crete.

Yet, we need places to live, to work, to shop, and play.
If high land prices shut us out of lo ca tions we would
pre fer, we must search fur ther and fur ther afield.
Houses, com mer cial pro jects and in dus try gob ble up
the coun try side. This pro cess is called Ur ban Sprawl.

Interrogator

1. Peo ple sprawl across a wide area. Will this
mean roads, util ity ser vices, and fire and po -
lice pro tec tion, must ex tend much fur ther
than should nor mally be nec es sary? _______

2. Cross out the wrong words. When ur ban
sprawl oc curs the costs of ba sic com mu nity
ser vices are likely to   rise / fall . Also, their ef -
fi ciency is likely to   im prove / de cline .

3. Rapid tran sit bus and sub way lines are a
cheap and fast way to travel, but to be eco -
nomic, they need dense pop u la tions. If these
ser vices must cover wide, sparsely pop u lated
ar eas, would you ex pect them to need sub si -
dies from some 
agency of gov ern ment? ____________________
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Test - 13 : What is the best trans por ta -
tion sys tem for a wide spread
area such as Los An geles?

Test - 14 : What no tice able en vi ron men -
tal ef fect re sults from vastly in creased use of
this ‘best trans por ta tion sys tem’?

     6k : Consequences 
Argument : Whether land is va cant, or
‘cash-cropped’, makes lit tle dif fer ence. Land held
from proper use causes prob lems.

Land spec u la tion drives peo ple more quickly out to
less pro duc tive land. They move from city to sub urbs,
from the sub urbs into the coun try - look ing for less ex -
pen sive places to live and work.

En vi ron men tal pol i cies tend to con cen trate on the
act of de vel op ment in green ar eas. It would be more
sen si ble to ask why the de vel op ment does n't take place
in more eco nomic lo ca tions.

Test - 15 : Show the ef fects of land spec u -
la tion by in sert ing (M) more or (L) less (fewer) 
be low:

en ergy use  ______ sub urbs  _____ homes ____

con ser va tion ____ com mut ing _____smog ___

coun try side   _____ free ways ____   taxes ____

rapid tran sit  ____ build ing  _____ wages ____

6l : Call the Roofer

Argument : Any prod uct tied di rectly to land
ac quires a value which in cludes the value of a site. A
house price is a com bi na tion of build ing and site val -
ues. The build ing value will likely drop over the
years, the site value will likely ap pre ci ate over the
years. When the house is sold, the price of the land
won't be men tioned, yet the realtor will be happy to
point out the great lo ca tion of the prop erty!

Interrogator

1. Your house gets older. Does this mean the
plas ter cracks, the caulk ing leaks, and the
elec tri cal wir ing be comes dan ger ous?______

2. Might the house be come weath ered, need ing
paint, re pair of win dow frames,
per haps re place ment of stucco? ___________

More Interrogator

3. Is an old house likely to con tain fewer of the
ad van tages of in ven tion and in no va tion, such 
as mi cro waves, sep a rate show ers, that we
have come
to ex pect?________________________________

4. Does this sound a lit tle
like the place you live in? _________________

5. Would you ex pect an old house to lose
value, just like other old equip ment? ______

6. Do val ues of used houses rise, or fall? _____

7. Is a house just a house,
or is it re ally house and site?______________

8. Do you usu ally buy a house ‘in place’? _____

9. You find the old house you want costs
$20,000 more than last year. Why? ________

10.  Un af ford able hous ing is a ma jor na tional
con cern. Is the prob lem caused by the high
cost of build ing, the high cost of land, the
high cost of un ion la bor,  or 
the high cost of big prof its?_______________

11.      We can com pare a house , which is tied to a
site, and an au to mo bile which is not. You
lease a new car for $3,000 a year. Af ter five
years, the lease must be re newed.

a) Has the car suf fered wear? _____________

b) Is it an old au to mo bile, rather
than a spar kling new one? _____________

c) Do you ex pect the lease to
be re newed at a higher rate? ___________

12.    You lease a house for $3,000 a year. Af ter
five years the lease must be re newed.

a) Has the house suf fered wear? __________

b) Is it an old build ing, rather
than a spar kling new one? _____________

c) Do you ex pect the lease to
be re newed at a higher rate?

Test - 16 : Re-leasing an old car costs
less, but re-leasing an old  house costs more.
For a 5 point bo nus - why?

____________________________________________
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     6m : Don’t Get Depressed     
Argument : Ev ery few years, price mech a nism
con trol of the mar ket seems to fail com pletely, and a
boom ing econ omy falls into re ces sion. Usually, the
re ces sion ends with an other boom - and an other re -
ces sion.

Many the o ries have been ad vanced as the rea son for
pe ri odic boom and re ces sion. Econ o mist Paul
Samuelson sug gests that a dil i gent stu dent could pre -
pare a list that would ‘run into doz ens’.

This would n't in clude the ‘stock mar ket crash’, how -
ever, for the stock mar ket is no more than a mir ror of
ac tiv ity (just as a ther mom e ter in di cates a change of
tem per a ture.)

Interrogator

1. Gen eral Wid get (GW) is pro duc ing well, but
you and 500 other share hold ers de cide to
sell all your shares. You un load. What hap -
pens to the value of GW shares?___________

2. Does this fluc tu a tion in share
value af fect GW's pro duc tion? _____________

3. Does it af fect wid get buy ing? ______________

4. Do changes in own er ship of GW's shares lead 
to pro duc tion slow downs
and la bor lay offs? ________________________

5. Now, peo ple stop buy ing GW wid gets, so the
firm stops pro duc tion. Does
this af fect GW shares?____________________

6. Do changes in pro duc tion af fect share val -
ues, or changes in share 
val ues af fect pro duc tion?

Test -17 : . Mon day eve ning, many peo ple 
de cide to sell their $30 bil lion worth of
shares. Tues day, they un load - at a 10% loss
be cause of the huge sales vol ume. On
Wednes day, peace is re stored and share
prices have re turned to Mon day's  level.

a) Wednes day eve ning, bro kers to talled re-
sults of the mar ket 'spasm'. What net loss, or
gain, did
they find? _________________________________

b)   Did the spasm have any
se ri ous ef fect on pro duc tion? ______________

c)    Which is worse, heavy buy ing, or heavy
sell ing, of shares?

     6n : Optimism and Pessimism     
Argument : Most re ces sion the o ries are vari a -
tions of two ar gu ments. The over pro duc tion the -
ory sug gests that fac to ries pro duce too much,
out strip ping de mand and must slow, or stop, pro duc -
tion - lead ing to un em ploy ment.

 The un der-consumption the ory is the same ar -
gu ment viewed from the op po site di rec tion. It sug gests
that con sum ers stop buy ing, goods pile up and pro duc -
tion grinds to a halt. Both ar gu ments miss the point.

Interrogator

1. You go to mar ket with the chairs you
make. Can you trade them for food? _______

2. You can not pro duce. You get to the mar ket
with out goods. Will you still get
food, or will you go hun gry? ______________

3. You bring your goods to mar ket to ex change
with other trad ers. What ‘al lows’
you to de mand their goods? _______________

4. Does your in abil ity to pro duce goods
lead to your ‘un der-consumption’? _________

5. Would other trad ers’ un sold goods
look like ‘over-production’?_______________

6. Which is the prob lem: ‘over pro duc tion’, ‘un -
der-consumption’, or
your ‘un der-production’?_________________

7. Trade is an ex change of goods. Will any one
trade with you, if you have
noth ing to give in re turn?__________________

8. For some rea son you are un able to pro duce.
So, you have noth ing to trade. Can you de -
mand goods from oth ers  if you
have noth ing to give in re turn?

Test - 18 : Many peo ple find them selves
un able to pro duce, so they can not de mand
and busi ness sags. Other peo ple with fewer
peo ple to trade with, cut back pro duc tion and
lay off work ers. Fewer houses are be ing sold
and build ing slows, lead ing to more lay offs.
Banks find their loans are not re paid and some 
are about to fail. As peo ple are not pro duc ing,
they can't pay taxes, so gov ern ments be gin
spend ing more than they have.

Would you say that the econ omy is sta ble,  ex -
pe ri enc ing dif fi culty or is it an  ac ci dent
wait ing to hap pen?
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Test - 19 : Might any po lit i cal, eco nomic,
or nat u ral shock, send an un sta ble econ omy
‘over the brink’ into de pres sion?

Test - 20 : Any thing can be a trig ger to
crash the econ omy. Should we spend much
time look ing at  ‘trig gers’, or should we try to
find the cause of the shaky econ omy - why are 
peo ple un able to pro duce and earn a liv ing?

And why?_________________________________

   6o : Sunspots, Peace, and War       
Argument : Out breaks of peace or war, mi gra -
tion, stockmarket crash, in ven tion, in no va tion, sun -
spots, pop u la tion in crease, po lit i cal change,
psy cho log i cal prob lems, are among doz ens of the o -
ries of boom and slump. These are trig gers, but not
the rea son for eco nomic in sta bil ity.

Mod ern eco nomic the ory seems un aware of the
cause of cy cli cal slow down, or ac tual stop page, of pro -
duc tion. Any of the above the o ries may trig ger the
down turn. We  must find out why the econ omy be -
comes so un sta ble the ‘trig gers’ cause trou ble.

Interrogator

1. Is trade usu ally con sid ered to
be the ex change of prod ucts?______________

2. Is it pos si ble for peo ple
to ex change ex er tion?_____________________

3. Is all trade, in clud ing prod ucts,
re ally an ex change of 'ex er tions'? __________

4. Can a prod uct ex change for ex er tion?______

5. If you are un able to ex ert, will
you have any thing to ex change? ___________

6. Which co mes first, (P)roduction of
goods, or (C)onsumption of goods? _______

7. Peo ple pro duce their goods and sup ply mar -
ket de mand. In their ex changes at the mar -
ket, which is the greater,
sup ply or de mand?

Test - 21 : Ex plain your an swer to ques -
tion #6.

6p : Underproduction
Argument : Any thing can push an un sta ble
econ omy over the brink. Among them are Pres i den -
tial heart at tacks, as sas si na tions, weather, or taxes.
Each of these are trig gers which have been blamed
for the on set of re ces sion, or de pres sion.

All may cause a glitch in the con tin u ing econ omy,
yet  the price mech a nism is sup posed to re spond to
glitches, - and cor rect it. If the sup ply of cars is not
enough to serve the mar ket, de mand sends the price
up. Car man u fac tur ers put on ex tra shifts to rush cars to 
the mar ket. This sup plies the de mand and the price
drops again. The price mech a nism han dles fluc tu a tion.
 

Interrogator

1. You come to the mar ket with your prod ucts
and there you meet an other pro ducer. You
want his goods. How do you get
them in the mar ket?______________________

2. Is your ac tiv ity at the mar ket an
ex change of your pro duc tion for his? ______

3. You can not pro duce. You ar rive at the mar ket
with out goods. Do you have any
right to de mand goods from oth ers? _______

4. Does your in abil ity to pro duce goods
lead to your ‘un der-consumption’?_________

5. Would this leave other pro duc ers with un -
sold goods and an im pres sion
that there is ‘over-production’? ____________

6. Is the source of the prob lem the fact that you
have made too many goods, or is it that (for
some rea son) you are not able to
pro duce goods for ex change?______________

7. Is ‘un der-consumption’ the re sult of di et ing,
or does it oc cur be cause peo ple who wish to
con sume have noth ing to
ex change in the mar ket? __________________

8. Even if pro duc ers have noth ing that other
peo ple want, might they sur vive
by pro duc ing for them selves?

Test - 22 : This gets you a 5 point bo nus.
Ware houses are full of goods con sum ers want
to buy, yet the goods aren't sell ing. Pro ducers, 
search ing for a mar ket clear ing price, have
dropped their prices well be low cost. Is the
prob lem they are fac ing un der pro duc tion,
over pro duc tion, or 
un der- consumption?
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6q : Making Work for All
Argument : Or tho dox po lit i cal rem e dies for the 
busi ness cy cle fo cus on the con sumer's in abil ity to
buy - and try to place buy ing power in his hands. As -
sume that 100 work ers pro duce 200 wid gets - worth
$100. An other 100 work ers are un em ployed.

Interrogator

1. To help the un em ployed, the em ployed are
heavily taxed and the pro ceeds given to the
un em ployed. What does this do to solve the
prob lem of
un em ploy ment?__________________________

2. Pro ducers pro test the heavy taxes, so ex tra
tax a tion is ended. In stead, a pol icy is
adopted which prints money and gives it to
the un em ployed. Now, the un em ployed have
as much money as the pro duc ers.
Will they now be able to buy wid gets?______

3. Are there any more
wid gets than be fore? _____________________

4. Is there a lot more money?________________

5. With a lot more money try ing to buy the same
num ber of wid gets, will
wid get prices rise, or fall?________________

6. Does this mean that gov ern ment ac tion
(print ing money) is tak ing more money from
peo ple for
the same goods? _________________________

7. Even though wages in dol lars are the same,
have wages been ef fec tively
re duced, or in creased?__________________

8. Is print ing more money
a form of tax a tion? _______________________

9. Busi ness people are bring ing in more dol lars 
than they did. Does this mean they are mak -
ing more profit - or does it mean they are
mak ing more
lower value dol lars? ______________________

10.  Workers do not see the prob lem as a wage
cut. They’re get ting the same dol lars as be -
fore, but prices are higher. What
might they think has hap pened? __________

_________________________________________

11.   Are they likely to go
on strike for higher wages? _______________

12.   Leading to (M)ore, or (F)ewer wid gets? ___

13.    Lord Keynes sug gested that when no jobs
are avail able, it is better to give the un em -
ployed work first dig ging holes, then fill ing
them up. Does this show that Keynes had
an un der stand ing of
the un em ploy ment prob lem? ______________

14.    Do mod ern gov ern ments try to
‘cre ate work’ for the un em ployed? _________

15.  Do gov ern ment pro jects usu ally pro duce
Wealth, or do they
sim ply pro vide jobs?

Test - 23 : More peo ple are work ing on
gov ern ment pro jects. Does this mean the cost
of liv ing for the pro duc ers will
in crease, or de crease?

   With more peo ple work ing on gov ern ment pro jects, will the cost
of liv ing  or de crease?
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Boom and Slump
It hap pens when ev ery thing seems good. Fac tories

are busy buy ing ma te ri als and turn ing them into

goods for ea ger con sum ers. Gov ern ment ser vices,

such as ed u ca tion, tran sit, fire and po lice, are

well-funded - fu eled by an ad vanc ing econ omy.

Then the econ omy sags, fac to ries lay off work ers,

bank rupt cies in crease, many peo ple face un em ploy -

ment, and the in fra struc ture seems ig nored by

money-short gov ern ments. No body wants this, but it

hap pens.

The boom has been ended by the slump.

There are doz ens of the o ries as to why it hap pens.

So many, in fact, that ob vi ously few have a solid and

per sua sive case.

Some the o ries are the ‘Mon e tary’ (money and

credit be come tight, forc ing cut backs and stop page

of pro duc tion); ‘Innovation’ (clus ters of in ven tions

such as the rail road over stim u late busi ness, which

re acts with a post-stimulus slow down); ‘Psy cho log i -

cal’ - (ev ery one has op ti mis tic, or pes si mis tic ex pec -

ta tions at the same time, thereby stim u lat ing or

stop ping pro duc tion).

‘Over pro duc tion The ory’ (pro duc ers make so

much that they out strip de mand and must stop pro -

duc tion) along with ‘Underconsumption The ory’

(that peo ple stop buy ing caus ing goods to pile up and

pro duc tion to stop) are de scrip tions of con se -

quences.

We pre fer ‘Un der pro duc tion The ory’. Pro ducers

are un able to pro duce goods to buy other goods. This

leaves un bought goods in the  mar ket, which looks

like over pro duc tion or un derconsumption.



     6r : Finetuning the Economy     
Argument : Sup ply-side eco nom ics of fers a
more sen si ble di rec tion, in as much as an at tempt is
made to stim u late pro duc tion (which en ables the
pro ducer to cre ate his own buy ing power).

How ever, sup ply-siders do lit tle more than re move
some of the taxes and other re stric tions that bur den
pro duc tion.

This is very sim i lar to the ideas of Lord Keynes - who
is thor oughly dis liked by sup ply-siders, even though
they ad vo cate the same thing! 

Un for tu nately, as Keynes ians and sup ply-siders tin -
ker with the econ omy, they seem un aware of the prob -
lem which is mak ing the econ omy un sta ble.

Test - 24 : A fa vor ite term for con trol ling
the econ omy is ‘fine-tuning’ - which some how 
im plies the same ac cu racy as tun ing an FM
sta tion. As you look at the ev i dence of gov ern -
ment fine-tuning over past years, would you
say that the econ omy is (Cir cle one):-
                    a)                              b)

a)  mov ing smoothly about a point, some times 
a lit tle up, some times a lit tle down as the
price mech a nism does its job.

b)   ei ther in a long boom (al though with worry 
that the boom might end) - or  in creas ing
prices, lay offs, fears of in fla tion, bud get def i -
cits, higher un em ploy ment and maybe an im -
mi nent re ces sion.

     6s : Pendulum     
Argument : To solve the prob lem of the busi -
ness cy cle-the pen du lum of boom and slump-we
must search for the cause of un der pro duc tion - the
reasons why peo ple who need things are un able to
pro duce them.

At first, this is not easy to see. Ev ery thing seems fine
even though the re ces sion has al ready be gun.

Interrogator

1. In a boom ing econ omy, do some pro duc ers
fail even as new enterprisers
be gin busi ness? __________________________

2. Dur ing nor mal con di tions of in creas ing pop -
u la tion (and in creas ing La bor force) would
you ex pect more fac to ries to
be started than fall si lent? ________________

3. As new peo ple come into the mar ket place -
per haps your se nior grad u at ing class - would 
you ex pect (or hope that new busi nesses
would de velop to
em ploy you)?

Test - 25 : For ex am ple, while 6 firms are
fail ing, 7 firms be gin hir ing, not only the
newly un em ployed, but also the ex tra la bor
that is com ing into the market. If only 6 new
firms be gin busi ness as 6 fail, al though the
econ omy seems all right, is an un em ploy ment
prob lem de vel op ing?

     

Page Ten . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . CA 06/a : E6

6t : Hope You Find Work     
Argument : The econ omy is boom ing. Land
costs are go ing up be cause of land spec u la tion. Pro -
spec tive sites are kept from the mar ket. A fac tory that 
should have been pro vid ing jobs, is n’t built. Peo ple
join ing the workforce find jobs are scarce. With out
wages, they stop buy ing, an other fac tory fails, more
peo ple lose their jobs and they stop buy ing.

With cus tom ers dis ap pear ing, an other fails, and
we’re on the way to de pres sion. To dis cover the cause of 
this ‘un der pro duc tion’, we'll set up a model.

Let’s say that of 100% to tal pro duc tion, 80% goes to
Wages, 10% to In ter est and 10% to Rent. (Not ex act,
but it will serve to il lus trate the prob lem.)

You are pro duc ers. Each of you needs a lo ca tion on
which to pro duce. Each mem ber of your Group will be a 
pro ducer start ing with the Ad vo cate.

Interrogator

First Pro ducer
1. I wish to build a fac tory and need a lo ca tion. I 

can af ford to pay 10% of my pro duc tion as
Land Rent to the land holder. He leases to me 
at that price. Am I able to build and pro duce
with a Rent equal
to 10% of my pro duc tion? ________________

2. So long as con di tions don't change, can I feel
that I am pretty se curely
in busi ness? _____________________________

3. Other land hold ers can clearly see that the
Rent pay ment of 10%  is a mar ket value. But
in their minds they are not think ing of this
mar ket value for their land. They are think -
ing of an other value. 
What is it called? ________________________



Test - 26 : When a pro spec tive fac tory
builder wants a site, will the land holder de -
mand his per sonal value, or will he ask for
the mar ket value of the land?

Sec ond Pro ducer

1. I need a place to pro duce. I can af ford 10% of
my pro duc tion for Rent. The land holder de -
mands 12%. Is this his per sonal
value, or is it mar ket value? ______________

2. I can pay 12% if I cut other costs. I go to the
bank which has ad vanced my 'Cap i tal' and
ask them to take less In ter est. They re fuse. Is 
my prob lem the high In ter est
de manded by greedy cap i tal ists? __________

3. I ask the un ion to cut Wages. They re fuse. Is
my prob lem the high Wages
de manded by dic ta to rial La bor?___________

4. What is caus ing my prob lem, bank ing in -
sen si tiv ity, or un ion
un fair ness? ______________________________

5. Fuel be comes cheaper, so my pro duc tion
cost drops a lit tle. I can now af ford
the 12% Rent. Can I now pro duce? ________

6. I'm com mit ted to pay ing 12% Rent. Should
my ‘ad van tage’ fail me (fuel costs
rise) could I find my self in trou ble?

Test - 27 : Am I se curely in busi ness,
or am I pretty in se cure?

Third Pro ducer

1. I fi nance my self. I'm a good pro ducer, so I can 
pay the 12% Rent. Am I ready
to start pro duc tion? ______________________

2. Pro ducer #2 paid 12%.  Was this pres ent
mar ket value, or the land holder's
an tic i pated fu ture value? _________________

3. If 12% Rent has ac tu ally been paid, does it
now be come the ‘mar ket
value’ of a sim i lar site? ___________________

4. The an tic i pated Rent value of the next land -
holder had been 12%. Does this 
be come his mar ket value? ________________

5. Might his an tic i pated fu ture value
of his site change to (say) 14% Rent? ______

6. Will I prob a bly have trou ble
meet ing the 14% Rent pay ment? __________

7. I re fuse In ter est due to me on my Cap i tal in -
vest ment and won't take my Wages. Might
these econ o mies en able me to
pay Rent and start pro duc tion? ___________

8. Am I happy to pay the ex tra
Rent out of my own pocket? _______________

Test - 28 : Am I se curely in busi ness - or
am I pretty un com fort able?

Fourth Pro ducer

1. For me, Rent de manded rises to 16%. There
is no way I can pay this much Rent and run a
busi ness. Will I
be gin pro duc tion?

Test - 29 : The gov ern ment is alarmed by
my fail ure to start a busi ness. It helps me with
a pro tec tive tar iff, and cuts my taxes. Now, I
can pay the 16%  rent, build a fac tory and put
peo ple to work. Has gov ern ment ac tion solved 
the im me di ate, or
the ba sic, prob lem?

Fifth Pro ducer

Test - 30 : I’m asked to pay 18% of my
pro duc tion as Rent for a fac tory lo ca tion. I
can't af ford it. It's too much.

I ask gov ern ment for help. Both Republicrat
Pres i dent and Democan Con gress say times
are so hard they have can cel led all tax breaks
and tar iff pro tec tion.

They point out the bud get def i cit must be cut.
Pub lic ed u ca tion must have heavier fund ing.
So cial Se cu rity and other pen sions must be
main tained or older peo ple will suf fer.

The bank sys tem is near fail ure be cause spec -
u la tive loans are not be ing re paid. A uni ver sal
health sys tem re quires big money. Yet, taxes
can not be raised with out eco nomic col lapse.

 With no gov ern ment help, you must can cel
plans to build your fac tory and 5,000 jobs are
lost. With 5,000 fewer peo ple able to buy, pro -
ducer #4 loses sales, can't stay in busi ness,
and lays off 3,000 work ers.

Pro ducer #3, badly hit by sag ging sales, lays
off half his la bor force.  Eco nomic de pres sion
is upon us. For 5 bo nus points, what  prin ci pal
cause is push ing the the na tion into eco nomic
de pres sion?
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Cycle Six Ketchup  
Argument There are no pen al ties at tached to Ketchup ques tions. Good an swers will earn you
points, per haps enough to 'Catch Up' the front run ners. Choose any ques tions you think you can an -
swer.

Ketchup Tests

1. (This can get you a 10 point bo nus.) Any ‘trig ger’ might push an un sta ble econ omy over the
brink into a deep de pres sion, with high un em ploy ment, and ever in creas ing pov erty. What
is the ba sic cause of in sta bil ity in the econ omy, and how does it cre ate
the con di tions that lead to an even tual crash? Ex plain your an swer.___________________

___________________________________________________________________________________

2. Fa mous econ o mist Paul Samuelson sug gested that a dil i gent stu dent could pre pare a list
of busi ness cy cle the o ries that would ‘run into doz ens’. Many have been men tioned in Cy cle 
Six. Get four of them for 1 point. For each ad di tional ‘the ory’, you'll get an other point.

___________________________________________________________________________________

3. On Page 13 is a his tory of 100 years of Chi cago Land Values. They show how land prices get 
higher and higher un til La bor and Cap i tal can no lon ger af ford to pro duce. At that point, in
the mid dle of the boom, the econ omy crashes. Even tually, how ever, the econ omy starts a
recovery. Ex plain why pro duc tion be gins again and the econ omy
be gins to climb out of the de pres sion for 30 points! __________________________________

___________________________________________________________________________________

4. On Page 14 is the story of some of the rich est men in the United States.
What event oc curred which an swers the ques tion ‘What Went Wrong?’

It’s time to be Jeop ar dized!

Pages 1-2:
“the Business Cy cle”  “he gets the high est price”  “it shows lit tle un der stand ing of eco nom ics” 

Pages 3-4:
“real wages”     “it rises when wages fall”       “the worth of a lo ca tion”        “cash crop”

Pages 5-6:
“poor land us age”  “it’s harm ful to the en vi ron ment”  "ur ban sprawl”  “un af ford able hous ing”

Pages 7-8:
”doz ens”   “over pro duc tion the ory”  “you have noth ing to trade”   “trig gers”

Pages 9-10:
“It hap pens when the boom ends”  “un derproduction the ory”   "fine-tun ing” 

    “they fail even though the economy is booming”
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One Hun dred Years of Fluc tu ating Chi cago Land Values
1830 - Land value of the en tire area NOW cov ered by Chi cago (about 211 square miles) $168,800.

1832 - Chi cago Ca nal au tho rized as a war-time trans por ta tion link. Those who had fol lowed the his tory of the
Erie Canal - with its tre men dous in crease in land value - per suaded the fed eral gov ern ment to do the same for
Chi cago, then bought land along its pro posed course. The land was ad ver tised, of fered for sale, and the boom be -
gan. Pop u la tion of Chi cago was 500.

1836 - Soaring land val ues reached $10,500,000 and prof it able use of the land be came im pos si ble. Pop u la -
tion was up to 4,000.

THEN CAME THE FIRST MA JOR DE PRES SION
1842 - Land val ues were down to $1,400,000. At this price la bor and cap i tal could again af ford to pro duce:

busi ness im proved.

1848 - Chi cago Ca nal opened. The city had no rail ways but in 6 years be came the rail road cen ter of the West.
Plank roads re placed muddy streets; thor ough fares were lighted; a wide spread sewer sys tem was be gin ning -
and land val ues soared. Pop u la tion was up to 80,000. 

1856 - The value of land had reached $126,000,000. Again la bor and cap i tal were un able to af ford the cost.

THEN CAME THE SEC OND MA JOR DE PRES SION
1858 - Many bank and 15 rail road fail ures oc curred. There was great un em ploy ment as land val ues dropped

steeply.

1860 - Il li nois bank fail ures reached 96, but Eu ro pean de mand for wheat - sparked by Brit ish free trade
'cheap food' pol icy - re versed the trend. Civil War de mand for food mul ti plied ship ments of hogs, corn, wheat.
Land prices fol lowed this trio and moved up ward.

1871 - Chi cago fire and the post-war boom. Many parks and bou le vards built by the city. About $76 mil lion of
new build ing con struc tion over 7 years fired fur ther land value in creases as pop u la tion reached 187,000.

1873 - Chi cago land val ues reached $575,000,000, which again was too much for La bor and Cap i tal to pay.

THEN CAME THE THIRD MA JOR DE PRES SION
1876 - Land value fell to $250,000,000 and 21 Chi cago banks failed.

1884 - The up ward curve be gan once more as many new man u fac tur ing en ter prises and 7 new rail roads were
built. The first sky scrap ers reared up ward, a World's Fair was pro jected, and a wild orgy of land spec u la tion be -
gan. Pop u la tion reached 600,000.

1892 - Land val ues burst through the one bil lion dol lar bar rier.

THEN CAME THE FOURTH MA JOR DE PRES SION
1909 - With great un em ploy ment and many in dus trial fail ures the value of Chi cago land dropped to half the

pre-depression level – though pop u la tion had dou bled. But grad u ally the up turn be came ap par ent as busi ness
and em ploy ment im proved.

1916 - World War I, fol lowed by the post-war boom. Enor mous Amer i can and Eu ro pean de mand for war ma -
te rial and food was suc ceeded by equally heavy peace-time needs. The ac tiv ity was ac com pa nied by much apart -
ment con struc tion and once again land val ues rose to $2 bil lion by 1921. Also, in this year farm val ues be gan a
de cline driv ing many farm ers to the city, this in flux raised land value still higher.

1928 - Land value in Chi cago reached $5 bil lion with many re cords of 1,000% in creases from 1915 to 1928.
Mod ern in dus trial tech niques could raise pro duc tiv ity, but not enough to pay such prices.

THEN CAME THE FIFTH MA JOR DE PRES SION
1932 - Fore clo sure suits in volved more than $2 bil lion of land value. Thirty banks failed, heavy un em ploy -

ment, pov erty and star va tion. Con di tions re mained bad through out the thir ties, in spite of heavy
 gov ern ment in ter fer ence from the New Deal. Best year was 1937 - still with heavy un em ploy ment. In 1938, the
econ omy again went down hill un til saved in 1939 by trade with the Al lies in the Sec ond World War.

.

Based on “One Hun dred Years of Land Values in Chi cago” - by Homer Hoyt.

 



   Business Cycle - Who is safe? Who is secure?   

“Pov erty is the open-mouthed, re lent less hell which yawns be neath civ i lized
so ci ety . . . the sting of want and the fear of want make men ad mire above all
things the pos ses sion of riches, and to be come wealthy,is to be come re spected,
and ad mired, and in flu en tial.”                                                                           Henry George

In 1923 a group of the world's most suc cess ful fi nan ciers met at the
Edgewater Beach Ho tel in Chi cago.  These were pres ent at the meet ing :

The Pres i dent of the larg est steel com pany;

The Pres i dent of the larg est util ity com pany

The Pres i dent of one of the larg est gas com pa nies;

The great est of all the wheat spec u la tors;

The Pres i dent of the New York Stock Ex change;

A mem ber of the Pres i dent's Cab i net;

The great est ‘bear’ on Wall Street;

The head of the world's great est mo nop oly;

The Pres i dent of the Bank of In ter na tional Set tle ments.

Col lec tively, these ty coons con trolled more wealth than there was
in the United States Trea sury. For years news pa pers and mag a -
zines had been print ing their suc cess sto ries and urg ing the Na -
tion's youth to fol low their ex am ple. Surely, here was a group of
men who had found the se cret of full liv ing and per sonal se cu rity.

•The Pres i dent of the larg est in de pend ent steel com pany (Charles Schwab) died a bank -
rupt and lived on bor rowed money for five years be fore his death.

•  The Pres i dent of the larg est util ity com pany (Sam uel Insull) died vir tu ally in ex ile.

•The Pres i dent of the larg est gas com pany (Howard Hopson) had be come in sane.

•The great est wheat spec u la tor (Ar thur Cutten) died abroad - in sol vent.

•The Pres i dent of the New York Stock Ex change (Rich ard Whit ney) served a term in
Sing-Sing Prison.

•The mem ber of the Pres i dent's Cab i net (Ar thur Fall) was par doned from prison so that
he could die at home.

•The great est of the ‘Wall Street Bears’ (Jesse Livermore) died a sui cide.

•The head of the great est mo nop oly (Ivan Krueger) died a sui cide.

•The Pres i dent of the Bank of In ter na tional Set tle ments (Leon Fra ser) died a sui cide.

                . . . . . What Went Wrong?
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