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AlJmost every sizable organization, ptivate or public, bhas its
own economists or relies on econowmic consultants to dinterpret
changing market covnditions. At their disposal is an eondless
stream of ecomomic reports and avalyses that pour out of
government agencies, unijversities and private research firuws.
The rteason for all this effort dis the quest for warket
penetration; or, wore siwply, for profits. The responsible goal
of government Jeaders, on the other hand, and the wuse to which
such expertise is put is to find that wagical forwula for steady
economic growth -- and, full ewploywment without jonflation. The
argument over how to achieve these results has been raging frow
the time ecovomics first gained recognition as a specialized

field.

How well]l we uvnderstand the workings of our world, its political
economy, is a matter of some cootention. Even wavny econowmists
bave joined with other skeptics who are doubtful of our ability
to direct the ecovnomy, despite the aid of computers and cowmplex
econometric models. As one economic consvltant bas commented,
"the bhistory of the world ... testifies to the crudity of our
knowledge of the world mechanism..."1 Indeed, there is adequate
Cause to question whether the efforts of modern economijsts bave
actuvally bhelped or biondered our ability to understand the
dynamics of economic events. Theirs bas been av attewpt to
reduce bumavn rtelatiovships to wathematical formulas and to use

statistical data to predict changes b economic trends. This



approach has proven moderately valuable to the jvndividual firm or
iondustry (but only ipn the short =tun), Jless so to governments
concerned with global dynawics. Wbat I hope to offer bhere is an
josight juto the world political economy not based on statistics
or forwulas but owv a firmer ground, avn analysis of fuvndawmevntal

and cousistent patterns iv our behavior.

As with all living creatures, the instinct for survival is whbat
drives outr actjons. Understand this and political economy will
begin to lose its seeming cowplexity. The means for our survival
comes from only onme source, the physical earth (inc]uding all
that nature bas provided for our use). Denied access to use of
the earth we cannot survive. . Unfortumately for wavny, the
accumulation of territory and wonopoly covtrol)] over parts of the
earth bave beev ongoing strategies ewployed by individuals and
groups against each other tbroughout bistory. History (and the
essence of political econowy) is, in fact, a recording of ouvur
successes and failures in cooperative use of the earth. Mostly,

it tells the story of bow we killed each other in counflict over

control of the earth.

From the eighteenth cevtury writers came what can be described
as the first scieotific approaches to political economy .
Significantly, those who dwelled on these matters back then were
far different in education avnd background frowm wmost of the
trained specialists of today. They came ‘to political economy

almost incidentally, as a diversion in their roles as stateswen



or as wen of Jetters. The =eighteentb <century's ©political
economistscontinued a "Western" intellectual tradition traced to
the Greek philosophbers and expanded in dimension by Jobn Locke
and Jean-Jacques Rousseau. What 1is more, the wnew discipline
represented a fusjon of political, social and woral philosophies,
of law, governwent and bistory. Our wistake has been to reverse
that process of Jontegration, leaving wus with a discipline

frequently described even by its practiovers as the '"diswal

science'".

Our relationships, with each other and with nature, provided a

field laboratory for the political economists. They wrote
extensively of ovur natural inclination to act in self-interest,
and with Jittle cooncernm for the common good3 The same

observation a century later was developed by the Awmerican writer,

Henry George, into a basic axiow and vatural Jaw of political

economy -- "that men seek to gratify their desires with the least
exertion."}_1 It is George's observation that ijdentifies the
fundamental conf]%ct between the individual's essentially
short-rtun Jnterests and that of justice Jibv the political

economy .

The avevnue of "least exertion" bas, whevever possible, taken
the form of amassivg wealth through use of movopoly power . And
it is ov the subject of monopoly that we run into one of the most
serious errors cowmwmitted by twentieth century ecomomists. At

issvue is their anmalysis of wmarket forces and the extent to which



monopoly control over nature bhas distorted both production and a
just distribution of wealth. Econowmists bave, for the most part,
consistently ignored any distinction between what is covnstrued as
wealth by tbe idondividual and what becomes wealth to the entire
socjiety. It should be clear that wealth in the Jlarger sense must
be apn end-product of production, the earth being the "source" of
raw materials frowm which wealth dis produced. The absence of
these distinctions in the discipline of economics casts a dark
shadow on ecopnowmics and can ownly be viewed as political ino
origin. To view the earth not as wealth itself but as the source
of wealth <challenges the political structure that perwmits
individuals to claim ownership of avy part of the wearth. On
privciple, tben, the concept of private property wust be Jimited
to actval production, Jeaving the earth as comwmon rather than
individually-ownable property. To expect widespread appreciation
of these privciples would be vnrealistic, inaswuch as they run
directly counter to the fundawmental pature of wman as described by
tbe political economists. To control awnmy portion of the earth is
(alwost everywbere),to have the power to secure wealth; to
control thousands or willions of virgin acres of Jand (or city
blocks at the center of commerce) cav be, avnd bas been throughout

bistory, power to the "n'"th degree.

Thbe bistory of North Awerica, we would do well to remember, bas
been Jittle more thav a giant land grab. In that process peither

France, Evgland nor thbeir colonists much concerned themwmselves



with claimed sovereignties by people they contewmptuously viewed
as inferior. To their great disadvantage, few nwpative Jeaders
realized the threat presented by the Europeans unti]l] Jjt was wuch
too late. Opne wbo djid was the Iroquois chief Sconondoa. At a
tribal council beld in 1752 to discuss joining the Evnglisb fight
against the French, be attewpted to warvm bis people of the what

awaited v the very nmear future:

"Are there nove here who remember when this Jand was
all ouvurs and that though other tribes were rouund about,
they were there by our forbearance avd there was nwnone
who could stand before us; are there wnonme bhere who
remember that from the green sea to the east and the
blue sea to the south, to the land of always-winter in
the north and the land of always-summer io the west,
they feared us?

"But then came the wen in their boats and they
brought uvs gifts. They asked for our frijendship and we
gave it to thewm. Then they asked for !'ust a little
Jand and we foolisbly gave it to thewm. Then, whevn they
asked wus for more Jand and we would not give it to
thewm, they asked us to sell it to thew avd because they
bad goods that were vnew and powerful] to us, we sold
them some. Theo they asked wus for more land and wheo
we would not give it or sell it, they took it from wus
and we talked and talked and always it was we who gave
ip and sigoned a pnew treaty and took gifts for what was
taken, but the gifts were cheap avnd worthless and
lasted but a day, while the Javnd lasts forever.

"Coan you bot see that it makes no difference whether
these white men are of the French or the English or any
otber of the peoples from across the sea? AJ] of themw
threaten our very existence. All of them! Wheon they
came here they bad notbing. Now, Jlike a great disease
they bave spread all over ... Yet this was pnot Joung ago
all] Ivdiavn land."5H

Though Sconondoa was withbout forwal education as we know it,
bis words reflect abm Jintuitive appreciation for the real

political ecovnomy. His society ackoowledged the fundamental



difference between pnature avnd thivgs maomade ("... the Jand Jasts
forever.!"). Maobmade capital goods do depreciate and evevntually
disappear, some very quickly. Sconondoa also knew that a claijm
to territory uvltimately rests ov "the tright of conquest" and the
ability to resist the strength of other clajmants. Avd yet, the
experience of our forefathers differed greatly from that of
Sconondoa. Nejther be nor any other tribal mewmber claimed private
ownership of tribal lands; theirs was a cowwmunal, if exclusive,

6

control.” The existence of siwmilar patterns of tribal owbership
of Jand v Evrope was bhardly rewewmbered by the Evropean
colonists, baving disappeared as agriculture replaced hunting and

gathbering and as fixed cowmunities (governed by Janded

aristocracies) became the European norm.

The eighteenth century political economists expressed wuch the
same views on Jand ownership as were beld by the North Awmerican
tribes (a davgerous position to bhold o eighteentb century
Evurope, to be sure). The same was true of some of our Founding
Fatbhers. As political ecovowy bas evolved into the wore Jimited
discipline of economics, its practitioners have abandoned wuch of
whbat their predecessors brought to ]ight.7 They seewm today to
bave become apologists for the existing political and ecovomic
structure, trising to great beights of influence at the cevters of
power, but providing scant belp in solving the problems of
poverty and recurring depression. Absent from their texts and

otber writings is a clear apalysis of the role Jand plays as a



factor of production.

Of the three factors of production8 jdentified dib political
economy, only Jlauod (i.e., nature) has po production cost. Land
requires no expenditure of Jabor or capital for dts <creatjon.
Througbout much of bistory, the cost of acquiring ©vature is best
measuvred in terms of buwman Jife Jlost avd the destruction of
accumulated production, these bejng the pawns in the game of
territorial war. Warfare, it seems, is Jnevitable when groups
line up as opposing sovereign states avd attewpt to exercise

tbeir wovopolistic. desires. That, at Jeast, bas been the case up

to now.

Eveo though the Freonch and Evnglish crowns extended their
respective political structures (and the copbcept of private
property in Jand) to North Awmerica, there was plenty of land for
the grabbing. The prize was both gigavtic and elusive. Tiwme and
population growtb bas fivnally tswed our frootier, and ovur
European political Theritage bas fivally caught up to us. As a
result, our society is being pulled toward serious social and
political instability. The <conflict between the Janded and the
rest of our population bas beev bhiddevn and forestalled by many
factors -- an open educational systewm, expanding technologies and
productivity, slowed population growth, the merging of lawnd and
capital ownership within the corporate entities (with many people
sharing Jiv land derived dJvcome through stock dividends aund

pension fuund earnivgs), the ability of labor unions to raise real



wages for wany workers, and -- perbaps wmost jmportantly -- the
democratic experience in government. Nevertheless, ouvt political
system has produced alwost the same concentration of land (and
vatural resource) ownership bere that caused wass poverty in
Evrope and the wigration of Jts propertyless to this Jand.
Already, the owvly protection against severe poverty for many
Americans is a strainmed systewm of transfer payments. What  bhas
shocked so many of us is the speed with which our socijety bas

chavged frowm one forged by jndividuvalistic cooperation to one of

unrelenting government interventjion.

It sbould come as no surprise, therefore, that the individuals
who framed our Constitution represented the jnterests of Janded
property. They are described by historisn Ferdivand Luodberg as
what we thbiok of today as the "Wall Street crowd," consisting of
"planters, bankers, merchants, ship-owners, jnvestors and
speculators inp land and securities."lOAnd yet, the Coustitution
also protected labor-produced private property, Jonitially
guaranteeing that what was produced would be kept by the
producer. Government was to be kept weak and have only winimal
taxing powers, its role being to defend property through national
defevnse. Most of our forefathbers bhownestly but erroneousl]y
identified the aristocracy iJtself as the source of Evropean
social inequities. The bounty of this continment was so great and
the population yet so small that even Thomas Jefferson could not

foresee of a day when Awericans would not all share in the



private ownership of the nation's Jlaund and natural tesources. L1

Tom Paine was more fearful of the future thavn Jeffersoom and
attewmpted to warnm bis fellow revolutionaries of what was sure to
follow if they fajiled to iJjovncorporate iv the wvnew natiomn's
fromework a Jasting distinction between common property avnd truve
private property. Instionctively, be seewmed to rtecognize the
undemocratic power beivng givev to the nation's landowners. With
political ©power <cobncentrated iJn the Jlavnded interests, Paine
foresaw adoption of a tax systew exclusively levied against what
we produce. And, in fact, except where reached by the Jocal
property tax, the economic value of pnature (calculated either on
av annval Jeasing basis or capitalized for sale) is taxed only
under Jiwmited circumstances. Even then, the increase in value is
treated as a so-called '"capital gain" avnd is taxed at a Jower
Tate than income derived frow Jabor. Pajpne's own words are quite
tellivng.

"It is difficult to discover what is weant by the
Janded joterest, if it does pot mean a combinmation of
aristocratical Jandholders opposing their owo pecuniary
interest to that of the farwer, and every bravch of
trade, commerce, avd wmanufacture. . .. The Aristocracy
[]arge Jandowners] are not the farmers who work the
Jand and raise the produce, but are the mere <cobnsumers
of the rent; and wbev cowpared with the active world,
are the drones ... who neither collect the bowney nwnor
form the bive, but exist ovnly for Jazy ewployment."

As 3 stateswman and wan of jdeas, Benjawin Fraonklion also held

strong opivions about the politics practiced by bis couvuntrywen.

In a letter to Alexander Swall ion 1787, Fravklion expressed his



dismay that the landed interests bad succeeded in preventing the

adoption of truer dewmocratic prinmciples:

"I bave not lost any of the principles of political
economy you ownce knew me possessed of, but to get the
bad customs of the <country changed, avnd nvpew ones,
though Dbetter, jotroduced, it is pnecessary first to
remove the prejudices of the people, enlighten their
ignoravnce, and convince them their interests will be
promoted by the proposed change; and this Js wvot the
work of a day. Our Jegislators are all Jandbolders;
and they are not yet persuvaded that all taxes Il'should
be] finally paid by the Jand ... therefore we have been
forced jnto the wmode of jondirect taxes, i.e., duties on
jmportation of goods."

Who owns the Jand and natural resources iv the United States
today? Governwment (mostly the federal government) still controls
about one-third of the nation. There is considerable debate over
government's management of the nation's publicly-owned
rTesources. Obe thing is certaing the overall jmpact on our
society could be vastly improved if government Jand other than
that preserved as parks or wilderness were Jeased at wmarket
rates, and the jncome (j.e., rent). be wused to offset a wuch
greater portion of the costs of government. Unfortumnately,
access to use of governwent-controlled Jand is beavily

politicized avd only 2 swall part returos anything <close to true

econowmijc value.

Something less than five percent of the population owns toughly
nine-tenths of the privately-controlled Jand iv the nation. A
recent study oo land ownership ipm the Unjited States reported that

"in mavy parts of the country, it is giant abseotee Jandlords ——
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thus be obliged to put thbeir Jand to good use, within
the framework of existing social and economic needs,
and Jegal constrajnts [e.g., zoning]. By doing so,they
would acquire an income out of which to pay their tax
dves...This ad valorewm tax, which becomes a cost on the
right to possess and wuse land, effectively vneutralizes
the power of the wonopolist to witbbold it frow uvse for
no better reason thav to casb iv -- at sowme future date
-- on the pneeds of society for a finite resource." 15
Aside frow the obvious philosophical and ethical iJjwplications
of Harrison's proposal, the practical impact on our
market-orjented economy is highly desirable. The growing
concentration of cootrol over our lJand 4Js a primary cause of
inflation. High land costs prevent business from effectively
competing in worlJd markets and bhave <raised the price of housing
beyond the reach of wavny fawmilies. Only a mwore competitive Jland
market can reverse these trends. The goal of the so-called "land
valve tax" is to capture as much of the annual potential rental
value of Jand as possible, thereby rewoving most of the ivcome
potential frow simple ownersbip. Movinmg to a tax system Jlifted
off of production and directed at income derived frow
Jandownersbhip will redirect investment resources away frow

speculative acquisition of Jand, Jvo favor of actual —capital

formation.l16

A greater availability of developable sites (as well as a wider
distribution io the. control of our natural resources) is a
legitimate <cobncern Jo a dewocracy. We koow that cowpetition

produces Jower prices and greater market efficiencies, but we

bave yet to jwplement the weasures required to halt jnflation and



produce continvous ecovomic growth. As Jong as concentrated
control is permitted over the Jland and resouvrces comprising our
national heritage our economy's bealth will copntinue to be at the
mercy of those vested interests. Capturing economic rent via the
tax systewm should permit a greater reduction in the taxes jmposed
on production and trade, contributing to a sounder and long-lived
economic recovery. That, iv turon, will Jlead to lJower interest
trates for Dboth government and private sector Dborrowing. For
those of wus who are concerned about preserving both the market
system and dewmocratic principles, the wisdom offered bothb today
and in our distant past canvot long be jgnored. Outr ecobomy --
and our country -- may pnot be able to withstand avotber period of

deep recession and mass unewmployment.

- 13 -



NOTE 1: Wavbpniski, Jude. THE WAY THE WORLD WORKS. Siwon &
Schuster. New York 1978, p. ix. Later jo bis book, he adds
that "every economic event that takes place someplace in the
world is felt wvirtuvally everywhere in the world" and,
therefore, "theories that threat the U.S. economy as if it
were closed when in fact it is ivp constant interaction with
the rest of the world are likely to be deficient or worse."

NOTE 2: Francois Quesvay avnd A. R. Jacques Turgot (of the
Frencb physiocratic school), Adaw Swith and Alexavder

Hamiltoun.

NOTE 3: Adaw Swith observed that "... the <candidates for
fortune too frequently abavdon the paths of virtue; for
ubhappily, the road which leads to the one, and that which
leads to the other, lie sowmetimes in very opposite
directions."

NOTE 4: George, Henry. PROGRESS AND POVERTY. Robert
Schalkenbach Foundation. New York. 1975 ed. pp - 11-12,
George's full statement identifies wbat political economy as
a science should attempt to accoumplisb: "... political
econowy jis not a set of dogwmas. It is the explanation of a
certain set of facts. It is the science which, in the
sequence of certain phbevnowena, seeks to trace mwutual
reJations avnd to jdentify cause avnd effect, just as the
pbysical sciences seek to do in otber sets of phenomena. It
lays its foundations vpon firw ground. The premises frouw
which it makes jits deductions are truths which bave the
bighest savction; axjowms whichb we all recognize; uvpon which
we safely base the reasoning and actiovns of everyday life,
and whicb may be reduced to the metaphysical expression of
the pbysical Jaw that wotion seeks the Jine of Jleast
resistavce -- viz., that wmen seek to gratify their desires
with the Jleast exertion." Adawm Swith also added bhis
observation as to the means we would employ:

"People of the same trade seldom meet together
but thbe covnversation ends in a cobspiracy against
the public, or ‘in some cobntrivanmce to raise

prices."

NOTE 5: Eckert, Allan W. WILDERNESS EMPIRE. Little Brown &
Co. Boston. 1969. p. 220.
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NOTE 6: Historian Allav Eckert, jn avn earljer chapter of
the sawme work, wuses the words of the Seneca chief,
Monakaduto, for a comparative view of bow tribal societies
dealt with the covncept of legitimate property. The land of
Northb Awmerjca was, according to Monmakaduto, '"a country that
no owve Ccan  oOwWD, any wmore thabm a wan can own the aitr be
breathes or the water he drivks, but which is there for all
to use wisely avnd well M

NOTE 7: The work of Harry Guonison Brown during the second
and third quarters of this century is an exception. See
Brown, H.G. ECONOMIC SCIENCE AND THE COMMON WELFARE. Lucas

Bros. Columbia, Mo. 1925.

NOTE 8: Land, Jabor aund capital. The jncowvnsistency with
which these terwms bave been defivned bas produced serjous
problems for scientific exawmivation. Land 1is gevnerally
correctly defined to include all of nature.
Entrepreneursbip, a characteristic of Jabor (i.e., a talent
or skill), is mistakenly viewed as as fourth factor of
production. Capital is tbe pbysical goods we use in wealth
production but the term iJs too often used interchavngeably
with financial reserves.

NOTE 9: The <cevntral role of Jand and its coontrol to
political economy was a .cebntral thbeme of the Frevnch
Physiocrats, and Adawm Swith ©borrowed heavily from thew in
bis avnalysis of laund, both as a factor of production and as
a souvurce of political power; thbough pot the first to do so,
jo THE WEALTH OF NATIONS (page rteferences atre from The
Modern Library edition. 1937) be reveals an understanding
of the landowner as a usurper of wealth.

"In [the] origivnal state of things, which
precedes both the appropriation of Jand and the
accumulation of stock [capital], the whole produce
of labour belongs to the labourer. He bas neijtber
landlord nor waster.to share with biw." [p. 64]

"As soon as tbe Javnd of any country bas all
become private property, the Jaundlords, 1like all
other men, Jove to Teap wbhere they pnever sowed,
and dewand a reont even for dits pvatural produce.
The wood of the forest, the grass of the field,
and all the. natural fruits of the earth, which,
when Javnd was in comwwon, cost tbe laborour only
the trouble of gatberivg thewm, cowe, even to hiwm,
to bave an addijtional price fixed upon thew. He
must give up to the landlord a portion of what bhis
lTabour either collects or produces." [p. 49]

"... every juprovewent in the <circumstances of

- 15 =



the society tends ejther directly or ivndirectly to
raise the real revt of land, to increase the real
wealth of tbe Jandlord, bis power of purchasing
the Jabour, or the produce of the labour of other
people." [p. 247]

NOTE. 10: Luondberg, Ferdivand. CRACKS IN THE CONSTITUTION.
Lyle Stvart Inc. Secaucus, N.J. 1980. p. 108.

NOTE 11: Io a letter writtem v 1817 to Thowmas Cooper
Jefferson expressed bhis views on what he thought was the
basic difference between the English and Awerican societies:
" we have no paupers, the old and crippled
amovg uUs, who possess nothing ... being too few to
merit notice. The great wass of our population is
of laborours; our 1richb, who cav live withbout
labor, either manuval or professiovnal, being few,
and of woderate wealth. Most of the laboring
class possess property; cultivate their own Jlaunds,
bave fawmilies, and from the dewand for their labor
are ewnabled to exact from the rich and the
competent such prices as enable them to be fed
abundantly, clotbed above mere decency, to Jabor
moderately avnd raise their families "

NOTE 12: In THE RIGHTS OF MAN Pajine shows that be also
foresaw bow the Janded would vuse their political power to
protect the unearned joncome derived frow Jandownership:

"What piller of security does the Janded
interest require more thav avy other interest in
the state, or whbat right bas it to a distivct and
separate representation from the geveral interest
of a Natjon? The only use to be made of this power

is to ward off taxes frow itself, and throw
the burden uvupoo such articles of cobnsumption by
which itself would be Jeast affected." [from THE
SELECTE.D WORKS OF T'OM PAINE. Dvell, Sloan and
Pearce. New York. 1945. p. 237]

NOTE . 13: The disappearance of the fawily farw is
attributable v Jarge weasure to the govervwment encouraged
specvlation jo farw Javd which drives the price per acre far
above the idvbcowme that <can be Teasovably expected from
cultivation. At suchb bigh laod costs only large corporate
farms can achieve economies of scale. Swaller farmers wust
leverage themselves to cowpete and cannot survive in a dowon
market. Hence tbe Jarge wvuwber of ©bavkruptcies and
foreclosures o rural Awmerica.

NOTE 14: Harrison, Fred. THE POWER IN THE LAND.



Shepbeard-Walwyn Ltd. Londovn 1983. p. 140.

NOTE 15: A siwilar view is expressed by Professor Dick
Netzer of NYU's Urbao Research Center, who has written, "A
switch to exclusive ‘taxation of land could bave strong
positive effects by removing the disivcentive to invest in
buildivgs. Owpners would be encouraged to develop sites wore
intensively, thereby securivng a flow of jncowe frowm which to

pay the land value tax."
NOTE 16: Avother point made by Professor Netzer is that:

"Iv vrbap areas, taxes on vacant Jand would tend
to rise, wmaking it more expensive to withbhold land
from development. It 4§s Jikely that a switch to
Jand value taxation would encourage development
most v two parts of a metropolitav area -- in the
central sections, on valuable sites where oldex
and swaller buildings are now standing, and on the
urbavn-rural fringe where landowners would be Jess
likely to hold out for future speculative gains.
Landowners would generally be wunder pressure to
better uvtilize their lJaond, or sell out to others
willing and able to better use the site."
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