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conomic Causes of War

Condensation of the Memorandum o the Waorld Economic
Conference, Geneva, May, 1327, by the Yniernational Union for

The essential objects of the Inter-
national Economic Conference con-
vened by the League of Nations are
to consider means of (A) removing
the economic causes which lead to
war, and (B) promoting the improve-
ment of the economic position of the
peoples of all nations. These ob-
jects are closely related, and cannot
be attained independently of each
other.

The world of to-day constitules a
single economie organization. In the
changing conditions of modern times
there is no longer any nation which
is self-sufficient, Even the United
States of America, which constitutes
one of the largest and most diverse
political States in the world, is vital-
ly dependent upon foreign countries
for a great variety of things which
are essential to modern industrial
process. . . .

Even more vital than the obstruc-
tions to the transport and exchange
of raw materials and manufacturered
arlicles are the conditions affecting
the production and distribution of
wealth, The impoverishment of the
peoples of Europe, the growth of un-
employment, the reduction of wages
and the gross inequalities in the dis-
tribution of wealth give rise to prob-
lems of more than national impor-
tance. They create a state of mind
among the masses of every country
which on the one hand threatens
the stability of governments and on
the other hand encourages the idea
of economic improvement by means
of tferritorial expansion. Tke im-
provement of the material condition
of the people is essential not only
from a purely national standpoint,
but also because it will produce that
psychology of belief in the advan-
tages of rewarded toll which will
make possible the intellectual and
gpiritual emaneipation of mankind
and make the idea of war alien to
their thoughts.

{A) Economie Caunses of War

Apart from the general influence

Land Valve Taxation and Free Trade.

of the economic condition of the peo-
ples, the specific economic incentives
to war may be roughly classified in-
to two groups:—

(1) The antagonism and friction
caused by interference with exchange
and especially by tariffs; and

(2) The struggle for new markets
and sources of raw materisls, es-

-pecially the demand for colonial ex-

pansion, concessions and protector-
ates.
The Tariff Problem

The econemic difficulties of Burope
are in a large measure due to tariff
barriers. ‘The new States which have
bheen set up since the war have in
many cases had bagiec industries
separated from the source of raw
material which remained in the par-
ent State, or vice versa. In the ab-
sence of a tariff, this might not
have had much economic effect, It
is the tariff which forms the frontier
and makes effective the separation.

The detachment of territory from
one State for the benefit of another
or to form an independent State will
inevitably cause some resentment in
that State whose area is reduced.
But if the transfer of territory is
accompanied by ne interference with
the economic life of both States the
feeling of resentment is less likely
to. persist and to hecome a menace
to the peace of the world, . . .

From the point of view of war or
peace there can only be one econ-
clusion as to the desirability of
abolishing all tariffs, and other bar-
riers to international trade. The re-
moval of the tariff is in the best in-
ferests of the peace of the world ...

The Colonial Question

It is a truism of historieal study
that the struggle for raw materials
and new markets, expressing itself
in colonization, annexation of ter-
ritories, establishment of treaty
ports, and in wars for colonial pos-
sessions, has been one of the chief
sources of international jealousy and
discord. . . .

It i=s true that the possession of a
certain colony by one country rather
than by another need not necessarily
be to the advantage or disadvantage
of either., But at present fiscal and
other diseriminations are made in
favor of the traders, settiers and in-
dustrialists of the possessing country.
Most important of all, grants of con-
cessions to work raw materials over
large areas of-the most productive
terrifory are often made o individ-
uals and companies who may be able
to establish & virtual monopoly and
become enrviched, while neither the
colony nor the parent country gains
any appreciable advantage,

It is, therefore, the duty of those
who desire {0 remove the economic
incentives to war to make certain
that the ecitizens of all mations re-
ceive equality of treatment in respect
of access to raw materials. . . .

(B} Improvetnent of Economic
Position

The removal of the causes of the
present stagnation of trade and the
improvement of the economic posi-
tion of the peoples depends upon
three main factors,—

(1) A sound system of public fi-
nance;

(2) Removal of obstacles to ex-
change, particularly tariffs; and

(3) Increasing the opportunities
for the preduction of wealth,

FPublic Finance

The more violeni fluctuations of
the foreign exchanges have been
mainly due to the inflation of the
currency as a substitute for taxation.
If means can be found to balance the
budget, the currency can be stabil-
ized and with it the rate of exchange.

The difficulty of balancing the
budget is to find sources of taxation .
which will be adequate to meet the
national expenditure. The repercus-
gion on industry of the main exist-
ing sources of taxation is so sericus
that a further increase in the rate
of taxation is dreaded. A new source
of revenue must be found.



Land-Value TaXation iz capable of
yielding a g‘rea.tr?folume of revenue,
It has no inj... =~ effect upon pro-
duction, exchange or international
trade becanse it is not added to the'
price of commaodities. It is a source
of revenue which automatically ex-
pands as soclety progresses and the
need of revenue becomes greater;
and it falls upon a value which is
unearned by any individual, but is
created solely by the presence and
activities of the Communiiy.

Removal of Tariff Barriers

The abolition of tolls, octroig, and
internal obstacles to trade has never
been regreifed in any couniry. The
constitutional prohibition of such bar-
riers to free production and exchange
over the vast and diversified territory
occupied by the 48 States of the
American Union is an unquestionable
factor in the relatively great pros-
perity of the United States. If the
whole world constituted one State,
no intelligent person would advocate
tarrifs ‘bhetween Iits administrative
units. There is an evident inconsis-
tency in supporting a League of Na-
tions pledged to world peace, while at
the same time advocating the main-
tenance of national tarrifs on the
theory that the producers in different
nations are (in the economic field)
enemies. In fact, the whole tenor
of protectionist literature is that tar-
rifs are means of making one nation
rich at the expense of another. . ..

It is true thal in practically ail
couniries the fariff supplies a large
fraction of the public revenue. But
it is not true that the necessary
revenue cannot be obtained other-
wigse. The revenue of any country
must be obtained from the annual
produce of its land, labor and capital.
The system of taxalion adopted is
merely a means of determining what
amount shall come out of the pocket
of each individual citizen and the
method by which it shall be collected.
The tariff is a method whiech im-
poses the load in the most burden-
some way, interfering with and han-
dicapping the internmational division
of labor. It also has the vicious ef-
fect of concealing how much each
citizen does in the end pay, and of
enabling some citizens to make an
actual prefit out of it by setting up
monopolies, « . .

Stimunilating Produnction . of Wealth

Although the removal of tariff bar-
riers will encourage the flow of com-
modities and  facilitate the division
of lakor, and the stabilization of the
exchanges will have a similar effect,
these measures are not alone suf-
ficient to ensure prosperity and in-
ternational peace. They might lead
to a position similar to or possibly
somewhat better than that existing

_previous to the World War. But that,

although advantageous as compared
with the instability of the present
time, leaves much o be desired and
hoped for. ’

The working masses, upon whose
assent the present system is based,
are becoming increasingly dissatis-
fied in the knowledge that their con-
dition does not improve in the same
ratio as seience and technical knowl-
edge progresses. Large hbodies of
men unemployed and great accumu-
lations of capital lying idle are a
menace to the stability of States,
and consequently to the peace of
the world. . . .

Modern civilization contains within

itself a canker which destroys or
frustrates its own progress. The
increase of population, the improve-
ment in the technique of production
and the march of inventicn cause a
stronger and stronger demand for
land to supply the necessary mate-
rials and sites for industry, com-
merce and agriculture. The more
rapid is the growth of population
and the development of industry, the
more rapid is the ijncrease in the
value of land.

Speculation and holding of land
out of use is, therefore, most acute
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just where its effects are most in-
jurious. The result of land being
held out of use is to diminish the
available supply of something al-
ready limited in guantity, and, there-
fore, to increase the price of what
is allowed to be used. The produc-
tlon of commeodities of all kinds ias
then restricted, prices rise, and there
is in effect an increase in the cost
of production. The distribotion of
wealth is also affected, more going
to incomes derived from mere own-
ership, less to active producers.

The laws of most countries fail to
prevent this speculative holding of
land out of use. Indeed, this is posi-
tively facilitated by the exemption
from tfaxaition which valuable mm-
used land generally enjoys. It is not
necessary to elaborate here the ar-
gument that the wvalue of land is
particularly suited to be a source of
public revenue, This has been dem-
onstrated by economists of the high-
est standing. What we are con-
cerned to show iz that Land-Value
Taxation suppiies an essential link
in the solution of most economic
problems. '

It provides an alternative source
of public revenue, by which the tar-
iff can be abolished, a measure which
is vital to the economic organizations
of the world to-day and to the cause
of peace.

It wiil enable the budgets to bal-
ance and so obviate the excuse for
inflation and violent ﬂuct_uation of
the exchanges. :

It makes for the economic stabil-
ity of international tirade, and for
closer co-operation bhetween the na-
tions. )

It provides a means of stimulating
production by forcing unused land
into use, the essence of Land-Value
Taxation being that it is levied on
the full value of the land even if
unused. The result will be increase
of trade, more employment, less com-
petition for work, higher purchaging
power and higher wages.

Applied in ‘colonies and protector-
ates this policy means that those
who hold the land there will bhe
obliged to work it and to produce
the raw materials which other coun-
tries require. Monopoly based upon
limitation of production will be. im-
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Ppossible, because it will not pay to
lHimit production: it will not pay to
keep valuable land idle. Thus Land
Value Taxation provides a solution
of the colonial gquestion, so far as it
is an economic question, by ensuring
that the supply of raw materials is
maintained at its maximum; and
these under a system of free trade
will be distributed to those who re-
quire them by the ordinary machin-
ery of commerce,

Peace, justice, security and the

progress of an ordered civilizalion
all require that the inter-related
problems of internmational commerce
and of the economic betterment of
the common man in every country
should be solved.

To abolish the restrictions that
now at every mnational frontier hin-
der and burden trade between peo-
ples, is al once to remove a great
impediment to the production of
wealth while promoting those friend-
Iy human contacts that serve so well

9

to dissipate nationa! and racial mis-
understandings,

But beneficial as would be the es-
tablishment of Free 'P'rade across na-
tional frontiers, it would not suffice
to effect any permanent elevation of
the ecohomic status of the ordimary
citizen in any couniry so long as the
evils of land monopoly and the des-
truciive internal taxation that now
resiricts the employment both of
capital and of labor remain un-
touched.




