TRANSVALUATION

order. For the landowner, through no positive merit or accomplishment
of his own, yet asserted a prior claim upon the wealth produced by the
activity of entrepreneurs, by the willingness of capitalists to take risks, by
the physical work of laborers; and the landowner’s position was cbviously
exposed to serious ethical questioning—the more so since most of the real
property in Burope had been acquired by inheritance and not by purchase.
From Ricarde, attacking the agrarian tariffs as unjust enrichment of the
land-owning class, as silly and futile attempts to set the clock back,
through Mill and Spencer, denying all right of private property per se
in land, without advocating confiscation of rights already vested, to
Henry George, denouncing 2ll rent as medieval and unjust, 2 millstone
around the neck of progress—was an ordered and inevitable progression.

§4. A QuestioN oF EMPHAsIS

To the land reformers, land rent was the alpha and omega of all
tragedy, all injustice and suffering and wrong.

This view of land was oversimplification with a vengeance. It was like
selecting any point on the circumference of a circle, and saying that every
other point was a consequence of it. Or like taking one indispensable part
of a machine and saying that that was what made the machine go.

Their most prominent representative, of course, was Henry George.
With the theories of the noted economist John Stuart Mill as a back-
ground, he developed the arguments for the single tax—easily the most
controversial of all subjects in the mid-Victorian and late-Victorian
periods, since socialism had not yet become entirely respectable. Con-
fronted with the privileged position of the British landlords, Mill had
drawn mildly radical conclusions from Ricardo’s theory of the continual
rise of rent. While strongly opposed to any more intervendon of the
government in the economic sphere than was strictly necessary, he made
an exception in the case of land, the reat-profits from which, he held,
might suitably be made a special object of taxation.

Mill had said:

Suppose that there is a kind of income which constantly tends to increase,
without any exertion or sacrifice on the part of the owners: those owners
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constituting a class in the community, whom the natural course of things pro-
gressively enriches, consistently with complete passiveness on their own part,
In such a case it would be no violation of the principles on which private
property is grounded, f the state should appropriate this increase of wealth,
or part of it, as it arises. This would not properly be taking anything from
anybody; it would merely be applying an accession of wealth, created by
circumstances, to the benefit of society, instead of allowing it to become an
“unearned appendage to the riches of a particular class.

Now this is actually the case with rent. The ordinary progress of 2 soclety
which increases in wealth, is at all times tending to augment the incomes of
landlords; to give them both a greater amount and a greater proportion of
the wealth of the community, independently of any trauble or outlay incurred
by themselves. .

I see no objection to declaring that the future increment of rent should be
lizble to special taxation; in doing which all injustice to the landlords would
be obviated, if the present market-price of their land were secured to thern;
since that includes the present value of all future expectations. With reference
to such a tax, perhaps a safer criterion than either a rise of rents or a rise of
the price of corn, would be a general rise in the price of land. It would be
easy to keep the t2x within the amount which would reduce the market-value
of land below the original valuation: and up to that point, whatever the
amount of the tax might be, no injustice would be done to the proprietors.t

In this suggestion of a “special tax” lay the germ of Henry George’s more
drastic theory of the “single tax,”

Henry George’s famous Progress and Poverty shows no familiarity
with Marx's work, which was still almost entirely neglected in America.
In 1879, when the first edition of Progress and Poverty was published,
Das Kapital had not yet been translated into English, though in the
original German it had been current for some twelve years? Instead,
George went back, like Spencer and Mill, and for that matter, like Marx
himself, to Ricardo. In the monopolistic character of land rent he found
the sole cause of the hideous anomaly that increasing progress seemed
to mean increasing poverty. Not only land rent, he held, was determined
by the difference between the value of the richest land and that on the
margin of culiivation; the same factor determined interest and wages.

“The general rate of interest,” George argued, “will be determined by
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the return to capital upon the poorest land to which capital is freely
applied—that is to say, upon the best land open to it without the payment
of rent.™ Similarly, “wages depend upon the margin of production, or
upon the produce which labor can obtain at the highest point of natural
productiveness open to it without the payment of rent.”* Thus only could
be explained the fact, made much of by George, that interest and wages
rise and fall together. Labor is not exploited by capital, but both the
laborer and the capitalist are exploited by the landlord.

Ricardo had asserted that land rent continually increases and it did not
occur to George to question the truth of this thesis, or to examine how
far such a tendency, if it really existed, was significant. Taking it at its
face value, he deduced that there was an inevitable tendency to speculate
on future profits, so that land values periodically rise to a point where
capital cannot continue to be profitably invested; and the consequent

withdrawal of capital upsets mdustry after industry and brings unemploy- - 7.

ment in its train. The whole economic scheme becomes disorganized, and
we have recurrent crises, each of which endures until land values fall
temnporarily to a point where capital will be induced to reinvest and the
old process will begin all over again.

Henry George’s remedy was simple; by shifting all taxation to land
alone, land values would be depressed until private ownership would
cease to be profitable and the land would revert to the public, to whom
it properly belongs. There would be no injustice in this, since, as George
pertinently remarked, the mere fact of ownership does not increase pro-
duction one whit, and the landlord’s profic is derived from an “un-
carned increment” which he does not bring about and to which he has
no moral claim.

Henry George's eyes were fixed upon the past, which supplied the data
on which all his logical deductions were based. But at the very time when

he was wrmng, land was begxnmng to lose the Rmvdeged position which

forcsee, as Marx did, the rise “of monopoly capltahsm and he was curi-
ously tender toward capitalist ownership, justifying interest on the ground
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that it represented “the reproductive forces of pature, such as the natural
growth in vegetable and animal life.”

He apprehended keenly the vivid contrast between landowner and
producer; he saw the dead hand exacting tribute from the living world,
from industry and commerce and peasant alike, He saw that this indeed
+ was inequity, but he did not see thae the dead hand of rent was only ene
element in an infinitely vaster complex of vested rights. Debtor and
creditor, exploiter and exploited, these relationships were for him in-
cluded in or synonymous with the great fundamental concept of landlord
and tenant. From that it was only a step to say that if wages were
increased, rents would increase pari passu. From that it was only a step
to say that all inequalities, all injustice, all exploitation came from rent
and would vanish with the social appropriation of rent. -

Confucius had moralized about the essential goodness of all men at
birth. George, with the Spencerian background, with the ethical approach,
had generalized from the equality and the economic expansion of a new
country to the thesis, like Confucius, that all men were good. Maladjust-
ment, he thought, came from one screw in the social mechanism. Align
that, appropriate rent, znd all the other delicately balanced cams and
gears of an organism essentially analogous to 2 man-made machine would
thenceforth function in orderly and harmonious rapport.

.+ In a word, with Henry George maral indignation took the place of
' objective scientific analysis; he felt that he had laid his finger upon the
. * ultimate root of all the evils in the system when he condemned as unjust
enrichment one form alone of the obstructive vested rights taking toll,
like the robber barons of old, of wealth they had not actively helped to
produce. It was far too obvious a solution; but his individualism would
' not permit him to see that there were other basic evils, of which rent was
.- only a special case. Granted the full validity of his case against the
.. unearned increment; granted the complete Hawlessness of his attacks on
rent as usurpation by fortuitous private landowners of what rightfully
. was the common property, belonging to the entire people; granted all
¢ this, it still was a non sequitur that all oppression would end with the
: ‘appropriation by society of only a single element of economic oppression.
" "The demand for the abolition of rent was an emotional response, unsup-
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ported by more than sketchy statistical analysis, and conditioned primarily
by an unwavering emotional allegiance to the tenets of individualism and
of business enterprise. It was perhaps the only responsé possible, aside
from an apologetic attitude which would do violence to the profoundest
instincts of logic and common sense; but it was, nevertheless, still an

evasion,
§ 5. PoET AND PROPHET

To link together Henry George and Karl Marx has, in latter times,
come to be another evasion not very dissimilar. The implication that
Marx, too, was merely “another reformer,” another theorist who from the
intricacies of Hegelian metaphysics forged a tool of economic analysis
trenchant, yet essentially one-sided—the innuendo, as a matter of emo-
tional colar, rather than the explicit and easily refutable categorical state-
ment—this has been a popular way of prefacing discussions of past trends
in social thought, and an easy way of dismissing Marx in a few colorless
sentences.

Marx, too, was limited and conditioned by the age in which he lived.
He was limited above all by the poverty of the statistical equipment and
methods of analysis then current. But it would indeed be a willful per-
version to attempt to maintain the thesis that, like George, he abstracted,
he simplified, he, too, singled out one and only one element of the system
for condemnation as the root of all evil.

He envisioned not reform but transfiguration. He saw a new heaven
and a new earth, but he knew, as a social scientist, that it would come in
its appointed time. He was no evangelist. Henry George was.

§ 6. THisE LATER YEaRs

Subsequent economic theory need not detain us. The final form of
orthodox political economy, the system of “marginal utility” based upon
the margin of demand, was as deductive as other economic systems.

An entirely new approach was at last initiated by the American
economist, Thorstein Veblen, who developed a brilliant and novel analyti-
cal technique and applied it to the current patterns of social, financial,
and technical organization, Among his numerous studies, he brought out
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the hitherto neglected role of the inventor and technical expert, whom he
considered more responsible for the increase of production than the
owners of, capital, who, as he showed, are frequently engaged in limiting,
or, in his own language, “sabotaging” production in the interest of higher
prices and larger profits. The American institutionalist direction in eco-
nomics, of which Veblen was the most striking representative, has gone
on to trace the agency of institutions, thus abandoning, to a certain extent,
the older point of view as to the relative immutability of the natural laws
of economics, the validity of which is now perceived to depend on the
existence of ideal conditions of unrestricted competition. Today the free
functioning of these laws is checked on every hand by all kinds of newly
organized institutions representing labor, capital, or that greatest of all
institutions, the government. It was no accident that with the advent of
the Roosevelt administration in 1933 a prominent part was taken by
representatives of this direction—among others, Moley, Tugwell, and
Berle—in formulating the policies of the New Deal.

§ 4. DisarroINTMENT

But the institutionalists have advanced no new theory of land. With
regard to our special subject, the study of economic theory, orthodox and
unorthodox, ends in disappointment. One has learned much about prices
and profits and wages, but no special application of all this to land has
been made. The speculations of Mill, Spencer, and George indicated
a vague recognition of the fact that land was following a separate course
from industry, but they failed to realize the true nature of this course or
that it was really determined not by the npature of land but by the nature
of industry itself. Since Henry George there has, in fact, been little serious
fundamental theorizing on land economics, though much invaluable
work has been done on zoning, housing, conservation, and other practical
applications.

/7% If in the end we conclude that the nationalization of land is probably
{  lapproaching, the outlook must arouse a certain sardonic amusement when
,{‘ ‘;WC see that this policy, advocated by Henry George because of the excess
/ 1 profits from land, is likely to be adopted for the opposite reason that land

i ! today yields excess losses.
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