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-they dre nGwW. cqmpéliéd to.pay to the money power a toll which
‘continually increases until; through the exbaustion of exchange
facilities and the overwhelming acenmulation of debt, industry
is brought to a balt: Forow n ' - . B

" .. 359. The Single Tax.—The propasition to abolish all taxes
save that on land, urged by various thinkers at various times,
hgs been made the central idea of the. so-called “‘aingle tax’’
propaganda, popularized by Henry George and formulated in
his ‘noteworthy ~work ““Progress and Poverty.” During
George’s lifetime this movement made rapid strides and gained
many followers, but since his death its progress has been slow.
This is no doubt due to the fact that the reasoning by which
‘he seeks to prove that the measure which he Ipro'poses a3 a
remedy for low wages is open to question. The main line of
his thesis i sound and the faults of the presént system of land
tentre are clearly set forth; but at the same time the nature
of both eapital and interest is wholly misconceived. Never-
theless, the work of Henry George has borne good fruit. His
presentation of the land tax doctrine has left an indelible im-
pression on modern gconomie thought, In various eountries, .
as in Australis and New Zealand, and in individual loealities,
as in parts of Germany and of British Columbia, some initial
 steps have been taken toward ineorporating the tenets of the
' single tax into law. The effeet of these measures on industrial
conditions has, however, fallen far short of those benefits that
st have atorued i fhe single tax were indeed a oure for
* poverty, as George and his followers have maintained. -+

" The aim of the single tax proposition, briefly stated, is thé

absorption ‘of the entire econamie rent by the state through

* taxation, leaving to the owner of the land no portion of the
rent as such, but only ‘a. due compensation for his services as
agent in the process of collecting the rent for the government,
ATl other taxes would then become superfinons and would con:
sequently be abolished. It is proposed to start by taxing only

" the land and not the improvements thereon, and to gradually
increase the tax until the value of the land disappears.
" This measure is advocated on the ground that the value of
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land is not due t6 any effort on part of the landowner, but
arises from the growth.of population and from the improve-
ments made on the strrounding land. Land has not been
produced by labor and, being the inheritance of all alike, it
cannot rightfully become private property, = .

Henry George recogmzed that his proposed remedy would
be of no avail if the landlord, on belng called upon to pay a
fax equal to the economic rent, conld add this' charge to the
price of the produce of the land in ecase he cultwates it him.

_ self, or to the stipulated rent in case the land i is let to a tenant.

This author therefore relterated Rmardo 8 demonstratlon'
 that the imposition of this tax conld not affest the valie of the

things produced on the land, nor could the landlord raise the

rent on the tenant. The rent. -depends on the price of the

produee and not vice verse (172). By the confiseation of the_
refit no' burden is placed on the marginal produoer for he

gaing no rent and pays no tax, and the p¥ice of the product is

determined by dost at the margin,

This proposition can be illustrated by the diagram Flg 20,
Liet us single out the element ¢, which is produced at a cost
equal to ¢'s’, By impoaing a tdx equal to ¢'+ on the produotrou
of this element, the gross cost of its production rises to ¢'r
Treating every element in the game way, the ¢ffect will be that'
. the gross cost of all elements ls equahzed, a.nd the prlce qe
remaing unaffected.

" 3bo. Ethical Status ‘of Land Ownershlp —That the
economic rent of land should' properly acerue to the com-
mumty through taxation is confirmed by our mvestigatzon
although we reached the conclision by a distinetly different
- ling of reasoning. But the infererice that, as a resalt of such :
texation, the value of land would shrink to the vamshmg point
does not agree ‘with our conclusion on the subject and is evi-
dently ‘derived from the erronedus assumptzon ‘that-land can
- have a ‘miarket value- only if it returns & continugus mcome,

an sssumption which js ‘on.a par with the unwarranted sup-
. position, sometimes set forth, that money ‘has 2 value (uﬂy by :
reason of its power to command interest (65, 107)° s
In view: of the Tact tlw.t the’ author of “Progresa and Pov :
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erty 2 conauders eap1ta1 mterest as altogether right and proper,'
it wag but natural that, he. beheved ‘the value of land wonld
.'dJ.sappear through taxing it to the extent of the entire economic
rent.: Aceordmg to his, premises the proposed reform would
be not, only & confiseation of the rent, but of the value of the
land as well. Reeogmmg that this outcome of the proposed
messure. has, the appearance of injustice, espeeiaily to those
Iandowners who aequired their title by purchase, he proceeda.
to- Justlfy his: proposmon a8 fo]lows

-, Beginning. with:the premise that land is not a produet of
laber but. a gift of the Creator to the entire. community of
mankmd he argues that land eannot, in the nature of things,
nghtfully become: private. property. Those who first obtained

“control of the land as private: property: virteally robbed the
community of it. Applying the same rule as that wlneh gives
to the ongmal owner of & stolen thing the right of recovery,
even from an innocent purchaser, George concludes that de-
priving land of its market value through the appropriation of
the economie rent by the community is but a restoration of
the value of the land to the edmmumty and therefore not in
conflict with justice,

:But this is not a true parallel. - 'T'he holders of land have
not obtained their possessiong by way of theft or robbery, but
by preemptmn or by way of gift from the controlling power.
In either case the ownership of land must be -viewed as re- .
sulting through an agreement between the land holder and the

state, taking: the form of law. Whether the state exists in the
form of an.autocracy, an aristocracy or a demoeracy is here
immaterial. That these agreements and the laws which define
them . have deveIoped inequitable . featares, unforeseen at
first; is no reason for proceeding, at a later date, to confiseate
whatever value the land may have aequired. The fact remaing
that otr ancestors, in their ignorance of what the future had
in store, have permitted-some individuals to aequire privite
ownership. of land without imposing such conditions as alone
would make such ownership. equitable, and we are hound by
~ their dction, morally as ‘well as legally. A 'bargam made in
good faith, however unwise it may be, must stand; that it
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subsequently is found to hava been ill advised affords no right

to repudiate it. All that msy reasonably be done is to allow -
the landowners to keep the value that has legally become theirs
and to take such measures ag will for the future deprive land
ownership of its present power to bring unearned moomea to

the owners. - .
- We have already observed that Henry Goorge oonmdered

_the interest-bearing power of eapital as natural and just. For

_this reason he did not reahze that the absorption of the entire

rent through taxation can be brought about by a ret‘orm of the
currency, and this w1thout the ehmmatlon of the value of land
(328)

- 361. Henry George s Theony of Busmess Fluctuauon —
Gonvmoed that the existing system of private land ownership
is the prime cause of all the greater evils that afffict the social

“organism, it was but natural that Henry George should have
proposed the single tax as & cure for business” depresalon and
as & means for raising wages to the highest possible level. He .
‘therefore felt impelled to trace business depressions to the
present system of land tenure, and here foliows in brief what .
he says on this subject:

Ag a rule, the current value of land is in excess of what can
be accounted for by the present capacity of the land for return.
ing rent. 'This excess is the speculative value which is due to
the expectation of a future increase of its rent (183), an expee- .
tation based on general experience. In anticipation of thig
‘future development, land which is not-yet within the margin
of cultivation is appropriated and held for the rise. -

'Ag population inéreases, the man who sets out in search for
the margin must therefore pass for long distances through half-

. tilled farms before he reaches & point where land can be had

free of rent. - When he settles, he will in tarn take up land,
and those who follow are foreed farther on, carrying the mar-
gin of cultivation to still ‘more remote points. Through these
specilative appropriations the margin is pushed out. and the

- rent thus increased, orowdmg down wages and interest to a

“point below which labor eannot exist nor oapltal be mamtamed

-Produotlon therefore, begms 1o stop and the paralysls is com-
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- municated through all the mterlaemgs of mdustry and
commerce, .

The penod of depresmon thus ensumg wﬂl contmue untll
~ either (1) the speculative advance i rent has been lost; or (2) .
the increase in' the efficieniey of labor, owing to progress of
: lmprovement, hag enabled the normal rent line to overtake the

_speculatlve rent. line; or (3) labor and eapital become recon-
 ciled to smaller returns, The rent will begin to advance again,
. 4 #peculative advance will again take place, production will be
checked, and the same round be, gone over.2% -

362. Analysis. of This Theory.——-Thls explanation of busi-
-ness fluctuation is based. upon- premises which cannot be sns.
_tamed ‘The assertion that langd is deliberately held out of tise -

by.the. 1anduwner whils he is: waltmg for & rise is'not generally
true, “The. display - of homan. nature ag- here presented is
._.unnatural and tinreal, - R :
..~ There¢an be no. questmn but that 1t is the desire for aequm
'mg wealth whach nnpels ‘the acquisition of 1and by those who
- do not purpose using it. themselves. In view of the fact that
land yields gains” in ‘two ways, namely through rent and
through increase of - its value, it would obviously be to the
interest of landowners to make both sources of gain.available.
But in Georga’s theory it is assumed that the average land-
- owner will neglect getting the rent, while hig heart is set on
gett;lng the sncrement. Thig assumption is manifestly not
tenable as a basiy of economic theory. It is not necessary to
hold land out of use for the purpose of gaining the uneamed
increment; nor will this increment beeome greater by allowing
the land to lie idle. 'The landowner has in fact no inducement
to hold the land out of nse; on the cont.rary, he has every
reason for puttmg it to the best possible uge under the eircum-
stances, so as to obtain the reat i gddition to the increment.
Even thOugh land has been: appropriated, it is not for:that
© réason held idle, but 1% generally obtainable for use in réturn
for the economie rent, that is, in return for a rent which the
hlghest b1dder is mllmg to pay. Nor could these terms of

_ ’“Of G-eurge, Pp. 134 ff.
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oeceupaney be improved by enacting the single tax proposition
‘into law, for land could not be obtained for use oh more
favorable terms under that system.

In all these considerstions we can deal only with general
tendencies, to which, in the rature of things, exceptions con-
stantly occur, These exceptions afforded Henry George ocea-
sion’ copiously to illustrate his thesis, But the comparatively
few instances of land being held out of use for speculative
reasons are far outnumbered by the many in which the land-
owners gtrive to put their holdings to the best possible. use,
either through their own efforts or through leasing it to
others, Tt ig therefore illogical to conclude, as he does, that
the speculative holding of land bhas a tendency to rémove the
" margin of used land beyond the normel rent line, ,That there
is always some unused land within the margin and some used
land beyond is inevitable in the course of things. But th’e_
_average eondition is not effeeted by such instances, which are

comparable to the crests and trotghs of the waves in & storm- -
tossed sea.. There ave rises and fally on the surface of the water #,
but its average level is not affected by the storm.. ..

. ‘Where large tracts of land. are used as private preserves
the conclugion that the aetual margin is thereby pushed out
is undoubtedly correet. But such- abatraction of land from
eéconomic nge is not due to gpeculation, and it is safe to say
that it oceurs mainly where the owner derives unearned in-
come from other land rented to tenants, or from capital in
some other form. - Such sbstraction of land will therefore
come to an end When eep:ltal loses its power to command an
uuearned income. .

It often happens that in the mldst of Iughly eultlvated
surroundmgs or in ceniral locations ef emee some plots of
land are put to a less advantageoue use than the situation
_Would warrant and it appears that Henry George obgerving
_such cases and thinking that they. confirmed his’ theory, at-
tributed them to sheer speeu.latlon on the part of the owuers
An llluetratwn will suffice to show that such cases are un-
- avoidable in the normal course of events, especlally in rapldly
progressmg communities, ; ; ;
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Let us imagine a block of buildings mear the centre of 2
growing city, buildings which' were.erected when the city was
yet. but a town and which are little more than shanties, The
growth of population calls for better and more. commodions
buildings, and such are growing up in the new seetions of the
eity. Many smaller houses in the old parts of the town are
still in use, and for the time it pays beiter to build neéw resi-
dences on the outlying empty lots than to demolish the older
dwellings nearer the centre and replace them by more modern
struetures. Meantime the business centre of the city expa.nds
In some gtreets stores appear w:th attractive show windows.
In othier quarters factories apring up. Here large office build-
ings arise, and there theatrea or bank bulldmgs malke thmr

- appearanee s g e

Returning t6° oitr block of anthuated buildings, we find
the_rc..owner observing the changes going on in all directions,
He: also desires to improve his-Jots, but how? He may be
ready to ‘meet any real demand . for- mprovements bat ‘who. -
knows' whether the Iocatclon, in the midst of progressive changes,
will i warrant -the: erection of dwellmgs, or of stores, or of
' factor:es? ‘A mistake of judgment in this respeet might entail
a Ioss far exceeding the loss of rent while waiting for develop-
-ment. - Thus the old- buﬂdmgs remain standmg in-and about
the centra section of:the eity. for an indefinite space. of time,

“only to give way finally to bmldmgs which will.put the various
sites to their most economie nse.

There is every reason o suppose that sxmllar eondltmns
woul_d prevail under any proposed application of the single
tax principle. The assu.mpnon that land which is not put to
its most economie use is being deliberately held down by the
owner in ecalm anticipation of the unearned increment is
largely a figment of the imagination, and while there are
indeed here and there exceptional instances of such holdings,
these exceptmns are too insignificant to make the explanation
of husiness stagnation offered by Henry Qeorge at all reason-
able.

363 Dlscrepancy betwcen that Theory and Facts.—The
inadequacy of the theory on which business depressions are

a2
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traced to the private ownership of land ia further apparent
from the diserepancy between the theory and the.facts. If it -
were true that it is the holding of land out of use that hampers
business, then periods of depression would be marked by the
1mp0531b1hty of obtaining raw material in snfficient quantity
to meet the demand, We l.mow however, that this is not the
cage.
‘While Henry (feorge realizes that—

. All trade is the exchange of eommodities for commodities, and
hence the ecessation of demand for some commodities, which marks the
depression of trade, is really a osssation of the aupply of other com-
modities,"™ .

he fails to point out any commodlty of which, as he says, the
supply has ceased. Surely, there are no facts to indicate that
the supply of products obtained. d1rect1y from land is insuffi-
cient during periods of industrial- depression, Om the con-
trary, as noted above,. ‘there is 10 searcity of raw. products gen-
erglly during such periods. If there were such scaroity, the'_
excessive demand would d# once drive up the: prices of tl:mse.
- raw produets, stmmlate the- enlhvat1dn of land and increass.

. tent. - Landowners would eagerly pnt "t.helr 1snd o proﬁtable .

use, and ‘stagnation -could mot drag idn for years, as it does. .
Obviously, the theory does not agree with the faets of the case,
Suppose the water supply in some one quarter of & town is
~ deficient. An expert, seeking to locate and correct the trouble, -
examines the pressure of water at 8 number of #ceessible points
in the loeality and finds the water pressure high at one point
and low at the next. He therefore naturally concludes that
the condnit is choked somewhere between. Let us apply’ this
test to trade stagnation, In the hands of the manufaetllrers
and merchants we find the supply of goods congested to such a
degree that the condition is generally -designated as “‘over-
~ produetion.’’ ‘They all want to sell. - ' The obstruction which
- we are to locate is mot to be looked for st an earlier point
ini the process of production, It must he at a point beyond.

©  George, p.. 193,
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On the other hand, the censumers, particularly the work-
med, are in need because they camnot buy. . There are too
. many sellers and. too few: buyers. On the one. gide of . the
point- of sale we find . congestion or excessive accumulation ;
on the other side we find deficiency and want. BEvidently,
the obstruction Lies somewhere between; the impediment is
in the channels of exchange, The commodity; in the sup-
ply of which a *‘cessation’” has oceurred, is not, as Henry
Greorge supposed, the produce of land, but something. very
different, namely the medinm of exchange. And so long.
as the law puts arbitrary limitations on the use of assured
credit as & medinm of exchange, the nnder-supply cannot be
- remedied, and numbers of workmen must remain unemployed.
364: Single Tax not a Remedy.—While the fundamental
object of the single tax, namely the acquisition of the economie
rent by the community instead of by the individual landowner,
is jistifiable in every yespect, the measure would be practically -
-~ ugeless 88 o means of correcting the most serious of our in-
 dustrial ills, The power of money to acquire unearned wealth, -
" the

sower without whiich land ownership could not afford uz-
catned acquisitions, would still remain in. foree. - Experience
ows plainly th

- shows plai at the landowner as well as the producer is

* * subject. t6 th ‘dominance of this power. ‘Business enterprises,

“especially those of large magmitude, fall gradually under the
contral, niot of the owaers of land, but of so-called financiers,”
manipulators of money and mionetized credit (338). If the tax
on land werse to replace all other taxes, and the idesl of the
advocates of the single tax were realized, it would soon become
apparent that the economic evily from which we are suffering
had not thereby been cured, and that the working classes had
not been benefited, Another reform would still be nmeeded,

namely that of doing away with the existing obstacles in the:
process of exchange {(329). On the other hand, were these
obstacles first overcome, the landowners would find them-
selves unable, under the dominance of competition, to retain
any portion of the economic rent (328), and the aim of the
single tax would thus be incidentally attained.




