THE three great theoretical tradi-
tions ineconomicsarerepresented
by Adam Smith (1723-1790), Karl
Marx (1818-1883) and Henry
George (1839-1897).

Smith, whose chief work wzis

The Wealth of Nations (1776),
advocated the private ownership
of land, labor and capital, but he
~was willing to tax all three of
those factors of production in
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order to fund a minimal govern-
ment. However, Smith condoned
the government socialization of
rent, wages and interest to the
extent that he permitted the
government to tax them.

Kar! Marx, whose chief work
was Das Kapiral(1867), advocated
government or worker ownership
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of all land and capital, or more
precisely, of all productive enter-
prise. Thus, competition between
enterprises would not exist.
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Henry George, whose main
book was Progress and Poverry
(1879), was an adherent of free
private competitive enterprise.
Both land and capital would be
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privately owned but the full
annual rental income of land
would be collected for govern-
ment purposes. Capital would be
as tax-free as possible.

George and Smith both favor
private enterprise and a compe-
titive marketplace, but George
would leave all income from
labor and capital in private
hands. -Smith would have the
government tax labor and capital.

Let’s look at the philosophies
of these three economists through
the examples of these four issues:

© Land - Smith would tax
land lightly, Marx would like to
have it commonly owned, and
George would have the govern-
ment tax it fully according to its
potential rental value.

The Marxist approach would
create an all-powerful govern-
ment which would threaten the
existence of a democracy. Indeed,
no nation in the world's history
hashad bothademocraticgovern-
ment and a socialistic economy.

The Smithian approach to land
would leave much valuable land
unused or underused. After all,
the only out-of-pocket expense
for holding land out of use is the
payment of a land value (or rent)
tax.” Many landowners could
afford their land out of use in the
Smithian arrangement, Mean-
while many other people would
own little or no land and there-
fore have little or no access to the
opportunities of nature. This
would lead to egregious denial
of the principle of equal
opporiunity.

The Georgist approach re-
quires the most efficient use of
every land site. This demands an
effort on the part of the land-
owner to put his site to its
optimum use in order to earn an
income. He must earn enocugh
from the improved land to pay for
the land rent and to make 2 profit.

If the community creates
locational land value by
creating roads, schools, hos-
pitals, protection, etc., as
well as convenient jobs and
shopping areas, shouldn't the
community tax what it
creates rather than (as Smith
would have it) what indivi-
duals create?



® Capital — This is wealth
used to produce more wealth,
such as factory buildings and
machinery. Since such-things are
products of individual labor,
George says they should be total-
ly owned by the individual
producers. Marx would socialize
such property and so would
Smith (to the extent that he would
tax it),

If I produce a cup with my own
labor, I of course would own it
and be able to buy, sell and rent it.
Why should it be any different ifI
produce a cup-making maching?
If I could justly own it, then I
could justly hire it out to workers
so that they could make cups, and
the income from that piece of
capital would justly be mine. Why
take it away and socialize it, a la
Marx, or tax it partly away, a la
Smith?

I could rent out my land, too,
but the income from it could
not justly be privately owned
because I did not produce
either the income or the thing
which is the source of the
income.

@ Inheritance - Both George
and Smith defend inheritance as a
type of gift (a gift which becomes
effective after the death of the
giver) except that Smith’s
approach would necessarily tax
(socialize) some of it. Marx would
take it ail away, overlooking the
fact that if you own something,

you have the right to sell or give it
away at any time. Inheritance
isn’t wrong. Only the ownership
of untaxed commodities not pro-
duced by human labor is wrong.

. @ Income - Marx wanted to
equalize all incomes. George de-
murred, saying that labor should
be rewarded and not everybody
labors equally. Smith agreed with
George’s view on this, but in
practice he and his followers
would go along with taxing in-
comes according to ability to pay,
thereby falling somewhere be-
tween Marx and George,

In short, these three econo-
mists present the three most likely
ownership possibilities available
to us. You, by your conscious
action (or inaction) must choose
from among them.

“Men did not make the earth. .. It is
the value of the improvement only,
and not the earth itself that is
individual property ... Every pro-
prietor owes to the community a
ground rent for the land which he . {

holds.”

— Thomas Paine (1737-1809)



