
Reverse the Trend—Apply the Remedy 
by KENNETH N. GRIGG 

WE may view the contemporary 
economic scene as the natural 

result of a long history of monopoly 
holding of land and other natural re-
sources. Privilege thus capitalized has 
been compounded within other invest-
ments and because of the backstop 
which such monopolies now constitute, 
many forms of capital investment have 
ceased to be price-competitive. The 
capitalization of privilege, rather than 
the private investment of capital, has 
been the basic economic evil against 
which the bargaining power of labor 
remained at a gross disadvantage. 

Consider a situation in which a 
river town has a solitary bridge owned 
and operated by one man. Each time 
the townspeople crossed the river they 
had to pay for the privilege, and this 
netted the holder of the franchise 
$10,000 every year. In time he wished 
to realize on his assets and received a 
lump sum of $200,000—the capital-
ized value of the annual income at 5 
percent. Behold the financial strength 
of monopoly capital. But his true 
capital consisted only of the bridge 
structure, the toll gates and ticket 
boxes. Their total depreciated value 
might be $5,000. His spurious capital, 
the $200,000, was the capitalized value 
of a legalized privilege. 

From Henry George's analysis of a 
developing economy (Progress and 
Poverty, Book IV, Ch. II) we may see 
that rent increases both as a relative 
and absolute proportion of the gross 
national product. The summated rental 
value of land throughout a country, 
the monetary value of that bonus of 
goods and services which is dependent 
upon the differential advantages of 
sites, increases both- relatively and 
absolutely with population increase, in 
the face of compounding social and 
scientific advance. 

W. D. H. Cole speaks of Marx's 
theory of surplus value as relating to 
the surplus product due to the eco-
nomic advantages of associated pro-
duction. George made the signal con-
tribution to economic thought that the 
real social surplus is that bonus of 
production inescapably related to the 
differential capacity of the location of 
land. He distinguishes, in a way that 
Marx fails to do, between the returns 
that labor and investment of capital in 
productive machinery might legiti-
mately expect as rewards to skill and 
entrepreneurship—and the return due 
to the community as a whole, accord-
ing to its own very presence. The real 
ocial surplus is rent, monetarily ex-

pressed, at "second remove," in the 
summated rental of land. 

Again it is to be noted that this 
social bonus of rent arises as a natural 
phenomenon, and that it does so even 
in the presence of a- relatively- "free - 
enterprise" economy in which the mar-
ket genuinely controls the price struc-
ture. 

George has stated that increase of 
population operates to increase rent 
and to reduce wages as a proportion; 
and that this occurs in the course of 
continual increase in the aggregate 
production of wealth. That is, rent 
tends to rise both relatively and abso-
lutely as the capitalistic system de-
velops. 

In general terms, the vacant price 
of land may be said to be the capital-
ized value of so much of its rental 
value as has not been collected in rates 
and taxes, i.e., which remains attached 
to the possession of title. Professor 
Steven Cord assesses the magnitude of 
this capitalization of the social surplus, 
represented by rent, into land price, 
and states that it bears on the factor 
of rent in surplus value and therefore 
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on the size of surplus value itself 
(Henry George, Dreamer or Realist, 
pp 186-195). 

Today with our compounding tech-
nology, the component of the G.N.P. 
which may be ascribed to economic 
rent has grown to astronomic propor-
tions, as measured 'at second remove" 
in land values. Indeed the capitaliza-
tion of various forms of income-from-
privilege into land rentals makes land 
values the Ultima Thule of the proc-
ess. The nature of much of what is 
termed surplus depends on the loca-
tion of industry and commerce, which, 
under a different set of social values, 
might be oriented differently. The in-
vention of power in industry, locomo-
tion and road transport has been cap-
italized into land price as a function 
of "locality desirability." 

The validity of George's analysis is 
seen in its most rudimentary form in 
certain countries in Asia and Africa 
where the only hope is that the, cap-
italization of monopoly in the privi-
lege of exclusive title to land free of 
any encumbrances or obligations to 
the community as a whole may not 
be allowed to continue as industriali-
zation proceeds. What is needed is a 
reversal of the trend towards capital-
ized monopoly. There is no such thing 
as monopoly capital because, in the 
very nature of things, capital is ex-
pendable and replaceable, and that in 
a comparatively short time, as the re-
building of Germany after World War 
II will attest. 

A redistribution of incomes is also 
needed, and the solution may be found 
in an examination of the historical 
process whereby the wage workers lost 
the bargaining power. Laborers were 
virtually dispossessed in England by 
the time the industrial revolution got 
under way, and real wages were at 
their lowest in the first decade of the 
19th century. Therefore, in order to 
increase the bargaining power of wage 
earners in trade unions and associa- 

tions, what is needed first is the diver-
sion of capitalized privilege away ,  from 
the large corporations with their mo-
nopolies in land and natural resources, 
and the reinvestment of the income of 
such privileges in the public domain. 
This will reduce the corporate assets 
to their true level of plant and equip-
ment, and it will provide government 
with the ever growing surplus aris-
ing from an ever-expanding technolo-
gy. The (pseudo) affluent society will 
no longer be marked by public squalor 
and private wealth, and the present 
burden of indirect taxation bearing 
mainly on the wage earner will be 
lifted, thereby increasing his purchas-
ing power. 

In addition the price of land, with 
its gross speculative element, will be 
substantially reduced, and more people 
will be able to enter -the competitive 
field ih their own right. The bargain-
ing power of labor having been in-
creased, it follows that the share of 
the G.N.P. which goes to wages must 
rise, and the share which can be com-
mandèd by present large corporations 
must fall. The social surplus would be 
directed to social ends and would not 
appear in high land prices nor in the 
high rise buildings of corporation, 
bank and insurance offices, which, as 
seen, are the channels 'through which 
the social surplus is today so frequent-
ly dissipated. 

Since in large measure the site value 
of land is the value of community ser-
vices, the capital accounts of all de-
velopmental works and public utilities 
should be met from. the ,land rental 
fund. Each instrumentality could be 
empowered to strike a rate of xyz 
cents in the dollar. on site. values, suf -
ficient to yield the annual budgetary 
requirements for raising and servicing 
capital funds. 

Our thesis is worthless unless it can 
be reduced to practical. terms. Fortu-
nately this is quite possible as evi-
denced in Australia where most munic- 
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ipal finance is derived from rates on 
site values. The first requirement is a 
sophisticated technique of land valua-
tion which may be readily checked, as 
with land maps publicly displayed 
where rate payers can compare their 

assessments. 
In a word, it is time to begin to 

apply George's proposed remedy. Cap-
italization of privilege and monopoly 
is an ancient wrong, its reversal should 
be our main objective. 

. 

"Don't Feed the Bears" 

I N a "Sermon for Children" Wil-
liam L. Edelen, in the February 

Freeman, related this true story told 
to him by a ranger in Yellowstone 
Park. It caught the attention of Eng-
lish Georgists who reprinted it in 
their April HGS magazine published 
in London. 

Each year after the tourists leav? and 
the snows come, dozens of bears die 
along the roads and the park rangers 
carry them off and bury them. Why 
do they die? They are waiting for the 
accustomed handouts of cookies, can-
dy and bread. Sadly they sit and wait 
by the side of the road, but the tour-
ists do not come and so they die. 

For they have forgotten how to pre-
pare for winter. They do not go into 
the woods to dig for themselves what-
ever they can in order to survive until 
spring. The free handouts have des-
troyed their native self reliance. 

Can this happen to people? 
The author says: "There are some 

things in life that can't be borrowed, 
that can't be given to us. No one can 
prepare your mind for you or study 
for you. No one else can develop your 
talents for you. No one can do your 
praying for you or develop your re-
lationship with God for you. No one 
can do your daily work for you. The 
most important things in life you must 
do for yourself." 

To sit idly by the road and wait for 
parents or the government or the 
church to give things to you is to die 
as the Yellowstone bears die. 

In a U.S. student publication, The 
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Gargoyle (HGS of NJ, June-July), 
Oscar Johannsen, in "Youth on the 
March," observes that the young do 
not know what the cancer is that is 
gnawing at our civilization. It is the 
unjust system of land tenure that de-
nies access to opportunities which 
should be available to all. 

The older generation is beginning 
to feel insecure. Though not proud of 
the way things are going, they doubt 
if the young would do any better, 
since many of them seem to be turn-
ing to socialism. 

Our society is far from perfect, he 
says, but so far superior in every way 
to socialism that one wonders how any 
intelligent person could consider it, 
particularly when the deficiencies of 
Soviet Russia and Red China are so 
apparent. 

The danger he sees is that a reac-
tion could result in repressive mea-
sures which would destroy all free 
dom. The people will stand just so 
much disorder, then they will demand 
action. The older generation has the 
money and power to enforce its will 
if pushed too far. 

He hopes that cooler heads will 
prevail—that the young will learn to 
express their dissent peacefully in ways 
which will not give others the excuse 
to bear down with brute force. In turn 
the older generation should be reason-
able and try to understand what the 
young are saying. Possibly out of such 
a dialogue some appreciation could 
come of the cause and cure of the 
cancer in our midst. 


