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the board to use school rooms for
religious services. No distinction
can be made, of course, in favor of
religious uses. That would savor
too strongly of a union of church
and state. Consequently it may
be assumed that bhereafter the
school rooms will be available for
local public uses, and that the
school buildings will become cen-
ters of civic as well as educational
progress. .

ORGANIZED LABOR AND THE NEXT
DEPRESSION.

Since it has come to be generally
agreed that the “good times” toward
which there has been so much point-
ing with pride are doomed, an
attempt is being made to hold orgen-
ized labor responsible for the inevit-
able disaster. “In the growth and
the demands of organized labor,” says
one prominent prosperity whooper,
“is the first check to our unbounded
prosperity.”

This graceful sidestep provokes an
embarrassing question. If respon-
sibility for the next industrial depres-
sion is to be lnid at the door of organ-
ized labor, why not account for pre-
vious industrial depressions in the
same way? Why not accuse organ-
ized labor of having produced those of
1817, 1837, 1857, 1873 and 1893, if
it is to be charged with responsibility
for the one that now approaches?

The only apparent excuse is that
organized labor wasnotstrongenough
in those years to be plausibly charged
with producing any kind of calamity;
whereas now it has become so great
and so aggravating to employers
that it might be charged with causing
eclipses and sun spots without con-
tradiction in “business circles.”

But, really, there isnot much sense
—not even “business sense”—in ac-
counting for the coming business de-
pression by reference to the growth of
organized labor and the demands it
makes, if the business depressions of
the past were not so caused and the
conditions that did cause them still
exist.

Organized labor did not cause the
depression of 1817. Of that depres-
sion Senator Benton wrote that there
was “no price for property,” “no
gales.” “no employment.” “no sound
of the hammer,” that “distress was
the universal erv of the people, relief
the universal demand.” and that “the
years1819 and 1820, were a period of

gloom and agony.” That language
leaves no doubt of the genuineness of
the depression, and many reasons
have been givento account forit. Mr.
Blaine said it was because the war du-
ties were dropped in 1816 and an era
of free trade was begun. Others have
pointed out that the war duties, in-
stead of being dropped, were in-
creased 50 per cent.; and have
claimed that the distress was due,
therefore, not to free trade but to pro-
tection, then introduced for the first
time by our government as an ob-
ject instead of an incident of the tar-
iff. Benton ascribed it to currency
expansion. But no one has ever as-
cribed it to organized labor, nor could
that possibly be done.

There is no more doubt of the ter-
rible genuineness of the depression
of 1837 than of the one that preceded
it. Benton pictured the collapse of
the United States Bank in 1837, and
the going “down in squadrons” of the
country banks, their paper being “as
worthless as the rags of which it was
made;” and declared that “about
1840-41, the country was in precise-
ly the same condition as in 1819-20.”
He ascribed this depression also to
currency expansion. Protectionists
ascribe it to the compromise tariff of
1833, while free traders agree with
Benton in regarding it as due to the
bursting of a banking “boom.” But,
here, again, no one has dreamed, no
one could dream, of charging the de-
pression to demands of organized
labor.

The subsequent depressions are
too recent to require citations of au-
thority in confirmation. Even that
of 1857 comes echoing down to us in
the plaintive song, heard everywhere
then, about “hard times and nothing
to do.” That of 1873 is notable for
having evolved the “tramp” as a dis-
tinet class. The last one, known as
the depression of 1893, dragged its
slow length around the world from
about 1889 to 1899. For these de-
pressions, also, numerous and con-
flicting explanations are offered. We
are told that they were due to cur-
rency expansion, to currency.contrac-
tion, to tariff protection and to tariff
reduction. But no one has ever been
silly enough to venture upon attrib-
uting them to the demands of organ-
ized labor.

Why, then, should organized labor
be held responsible for the coming
depression? Isn’t this pretty clearly
a case of “blaming it on the cat”?
There is not the slightest indication
of any more connection, as of cause

{and effect, between trade unionism

and the approaching depression than
between trade ynionism and the de-
pressions of the past, except that
trade unionism has acquired a
growth now which it lacked then.

But that exception is not enough.
No reason exists for believing that
there is not present to-day in this
country the same efficient cause for
industrial depression—efficient now
as then, without any regard whatever
to organized labor—that operated
ten, thirty, forty-five, sixty-five and
eighty-five years ago. To ascertain
that cause is not only to account for
the depressions to whieh it is obvi-
ous that organized labor could by no
possibility have furnished evena con-
tributory imfluence; it is also to ac-
quit organized labor of responsibil-
ity for the depression that approach-
es. For if a cause is disclosed which
did produce the effect when organ-
ized labor was weak, and which still
exists and would produce the same
effect though organized labor were
still weak, the mere fact that organ-
ized labor has grown strong cannot
be considered as shifting the guilt.

The probability of such a canse is
evident from the periodicity of these
depressions and the uniformity of the
circumstances. They have recurred
with a remarkable approximation to
regularity as to periods, and they
have all come as bursted “booms.”
“Abounding prosperity” has each
time preceded and culminated in
commercial gloom.

In some way, then, there is unmis-
takably some sort of cause-and-ef-
fect relationship between industrial
prosperity and industrial adversity.
It is the common recognition of this
fact, and not any intelligent conclu-
sion that organized labor is conspir-
ing against prosperity, which creates
the universal impression that we are
soon to enter upon another of these
eras of industrial stagnation.

Yet it is inexplicable that prosper-
ity should produce adversity. There
must be something wrong either in
the observation of facts or our reason-
ing about them, when we conclude
that adversity is caused by prosper-
ity. That conclusion is altogether
too much like the absurdity of sup-
posing that good health causes dis-
ease. We dare not stop with it.
Nevertheless, it is impossible to es-
cape the conviction already noted,
that in some way, however mysterious
it may be, the relation of cause and
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effect betweernr those diverse phenom-
ena does exist. :

The paradox may, perhaps, be ex-
plained upon the assumption that the
industrial prosperity that produces
industrial adversity is not genuine.
It may be, on the contrary, an un-
wholesome appearance of prosperity
—one manifestation of a disease of
which panic and depression are other
manifestations. Why, indeed, is it
not possible, even probable, that this
so-called alternation of good times
and bad, which we are beginning to
regard as a matter of course, is alto-
gether a social malady, analogous to
some kinds of physical ailments? In
those cases of malaria which were
once known as “fever and ague,” the
physician did not call the fever phases
periods of “abounding health” and
only the ague phases periodsof disease
~—not unless he was a quack. He re-
garded each of these phases as a char-
acteristic symptom of the disease. So
it may be with our recurring periods
of “prosperity” and ‘“‘depression.”
Instead of being alternations of good
periods and bad, they may both be
bad periods, one of fever and the
other of chill. .

This idea is really latent in all that
has been said or written upon the sub-
ject of our periodical depressions. The
free trader tells you that your protec-
tion prosperity is feverish and bound
to produce collapse. The protection-
ist tells you that your low tariff pros-
perity is abnormal and necessarily
without lasting quality because the
protection is imperfect. The money
contractionist tells you that prosper-
ity under inflation is commercial fe-
ver; while the inflationist tells you
that chills are bound to follow the
seeming prosperity of contraction.
However enthusiastic over prosperity
any who predict a resulting depres-
sion may be, all of them entertain
more or less vaguely the thought that
the period of prosperity which pro-
duces a period of adversity is not a
period of commercial good health.

But neithercontraction nor expan-
sion, neither protection nor tariff for
revenue, neither lockouts nor strikes
can acount for the regular alterna-
tions of so-called “good times” and
“bad times” which are o prominent
a feature of American industrial his-
torr. The true explanation lies far-
ther below the surface.

Of all the explanations of the col-
lance of 1837, for instance, that which
Edward M. Shepard offers in his ex-

cellent biography of President, Van
Buren, is most satisfactory. It sug-
gests clearly the cause of that depres-
sion, but a cause which examination
will show to be as applicable toall the
others. Mr. Shepard writes:* -

The cause of the panic of 1837 lay
far deeper than in the complex proe-
esses of banking or in the faults of
Federal administration of the
finances. Every American under Jack-
son’s administration had before him,
as the one universal experience of
those who had taken lands at the
West, an enormous and certain in-
crease of value, If new lands
at the West could be made accessible
by internal improvements, the succes-
sion of seed time and harvest had for
a dozen years seemed no more certain
than that the value of those lands
would at once increase prodigiously.
So the American people with one con-
sent gave themselves to an amazing
extravagance of landi speculation

There is no longer dispute
that the prostration of business in
1837, and for several years afterward,
was the perfectly natural result of
the speculation which had gone be-
fore. During 1835 and 1836
there were omens of the coming
storm. Some perceived the rabid
character of the speculative fever.
William L. Marcy, governor of New
York, in his message of January,
1836, answering the dipsomaniac cry
for more banks, declared that an un-
regulated spirit of speculation bad
taken capital out of the State; but
that the amount so transferred bore
no comparison to the enormous specu-
lations in stocks and in real property
within the State. Lands near the cit~
ies and villages of the State had risen
several hundred per cent. in value, and
were sold, not to be occupied by buy-
ers but to be sold again at higher
prices. . The disaster which
in 1837 overtook so large and so im-
portant a part of the community was,
in its ultimate nature, not difficult
to comprehend. There took
place an enormous and speculative
advance in prices in the cities where
were carried on the operations of im-
portant traders and the promoters
of enterprises, and in the very new
country where these enterprises
found their material. When a new
canal or road was built or a new
line of river steamers launched and
an unsettled country made accessjble,
several things inevitably happened
in the temper produced by the jubi-
lant observation of the past. There
was not only drawn from the ordi-
nary industry of the country the
wealth necessary to build the canal
or road or steamers; but the country

*Martin Van Buren, by Edward M. Sheg-
ard. American Statesmen series, Hough-
ton, Miflin and Company, Boston and New
York, 1897. Chapter VIII. pp. 242-77.

_The

thus rendered accessible seemed sud-
denly to gain a value increased by the
best results of former settlements,
however exceptional, and by the most
sanguine hopes for the future. .
so-called “business classes’™
throughout the country, related as
they quickly became, under the great
impetus of the national hopefulness
and vanity, to the new land, to the
new cities and towns and farms,. and
to the means of reaching them and
of providing them with the neces-
saries and comforts of civilization,
found their wealth rapidly and large-
ly increasing. On the eve of
the panic, the new wealth . .
was permanently represented by titles
to lands, stocks in land, canal, turn-
pike, railroad, transportation or bank-
ing companies, and the notes issued
by banks or traders or speculators.
The value of these stocks and notes
depended upon the fruitfulness of the
lands or canals or roads or steamboat
lines. Before the panic broke,
it began to appear that mere surveys
of wild tracts into lots made neither
towns nor wities; that canals and
roads and steamboats did not hew
down trees nor drain morasses nor
open the glebe. . In 1836 and
1837 the operators found that there
was no longer a population to give
‘enduring life to their new operations.
They had far outstripped all the im-
mediate or even the really promised
movements of settlers. The
new cities and towns and farms and
the means of reaching them would be
mere paper assets until an army of
settlers was ready to enter in and
make them sources of actual phys-
ical wealth. Jackson’s specie
circular toppled over the house of
cards, 'which at best could have
stood but little longer. Fan-
cied wealth sank out of sight. Paper
symbols of new cities and towns. ca-
nals and roads, were not only without
values but they were now plainly seen
to be =o. Rich men became poor
men. The prices of articles in which
there had been speculation sank in
the reaction far behind their true
value. The industrious and the pru-
dent, who had given their labor and
their real wealth for paper promises
issued upon the credit of seemingly
assured fortunes, suffered at once
with men whose fortunes had never
been anything better than the delu-
sions of their hope and imagination.

If Mr. Shepard had been writing
of the hard times of 1817-21 he would
have been obliged to attribute them
also to the same fundamental cause:
to which in his life of Van Buren he:
attributed the hard times of 1837—
speculation in land. Asin 1837 s0 i
1817. other surface causes were
abundant, but ample evidence of the
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‘presence of the deeper cause to which
Shepard refers is at hand.

McMaster, in his “History of the
People of the United States,” seems
to have had an inkling of this cause
of the depression of 1817; for, after
noting that the hard times which had
been felt by manufacturers and trad-
-ers at the opening of the year 1817
began at. the opening of 1818 to be
felt by the people, he writes:*
““They, too, had engaged deeply in
-speculation, and, carried away by the
flush times of 1815, had anticipated
the growth of the country by many
years.”

Indeed, it would have been
-strange if McMaster had not sus-
pected this reason: for those hard
times. The circumstances were as
-significant then as at the later de-
pression of which Shepard writes, and
McMaster himself tells about them.
A few quotations from him regarding
-conditions immediately prior to the
‘hard times of 1817 will make the par-
-allel clear:

.. The West was almost trans-
formed. Towns grew and villages
:sprang up with a rapidity which
-even in these days of rapld and easy
-communication would be thought
amazing. . . . Letters from New
York describe the condition of that
‘State west of Utica as one of aston-
ishing prosperity. Villages
were Increasing in population at the
Tate of 30 per cent. a year. . . .
Auburn, where 20 years before land
sold for six shillings an acre, was
the first town in size and wealth west
of Utica, and land within its limits
‘brought $7,000 an acre. Emi-
grants were hurrying up the Missouri
Tiver in such numbers that in August
the first sale of public lands took
place in the Territory and 40,000
-acres were disposed of 50 miles west
of St. Louis. . Such was the
<demand for town lots {in Alabamal]
that at a sale at Florence 284 Ilots
‘brought $226,000. One sold for $3,500.
Township 4. range 7, west, was bid
+0ft at more than half a million, which
was something more than $22 an acre.
A company buying a town site for
speculation paid $251 an acre for one-
half of a quarter section and $150
-an acre for the other half-quarter.
. More than $3,000.000 were re-
alized from Alabama land sales at one
public auction. The rapid re-
moval of hundreds of thousands of
people from the seaboard to the Mis-
sissippi valley gave a new {impulse
to Internal improvements. . Ev-
ery old scheme of inland communica-

*'A History of the People of the Unlited
‘States, from the  Revolution to the Civil
“War.”” By John Bach McMaster, Univer-
-8ity of Pennsylvania. D. Appleton & Go.,
New York, Vol. 1V., p. 484.

tion by turnpike, canal or steamboat
was ‘at once revived and urged witha
seriousness hitherto unknown. . . .
No characteristic of that remarkable
era is so noteworthy as the develop-
ment of steam navigation. . . . Pri-
vate enterprise combined with State
aid .bad [1816] covered the seaboard
with a network of turnpike roads and
bridges. (In 1817] from
New York and Pennsylvania westward
to the Mississippi and southward to
Tennessee a state of general bank-
ruptcy prevailed. The rush of immi-
gration into this belt had been fol-

‘lowed by a wild fever of speculation.*

Here are quotations enough to
bring before any intelligent imagin-
ation a companion picture of the in-
dustrial conditions prevailing up to
the hard times of 1817 to that which
Shepard has drawn of those that pre-
vailed up to the hard times of 1837.

This glance at McMaster, coupled
with Shepard’s observations, leaves
no doubt of the situation. The panic
of 1817, like that of 1837, was pre-
ceded and caused by a land “boom.”
“Business men” were everywhere
strenuously buying land, both farm-
ing land and town sites,—not to use,
but to sell again on a booming market
at higher prices; and thecollapsecame
when land prices had risen - beyond
the point at which the land could be
profitably used. In the one caseasin
the other, “wild cat” banking, exces-
sive loans, premature internal im-
provements, and possibly tariff
changes, may have knocked over the
house of cards; but a house of cards it
already was. Tt would soon have top-
pled without the impulse of any col-
lateral pressure. The fundamental
cause of these depressions of 1817-21
and 1837-41 was speculation in land
values.

This was probably the fundamen-
tal cause also of the panic of 1857. It
certainly was the fundamental cause
of the hard times of 1873 and 1893.
All were the culmination ofa period of
feverish speculation in land—a spec-
ulation which consisted in buyingand
selling on an upward incline of prices,
which, having gone above the level of
price where the land could be profit-
ably purchased for the future pro-
duction of actual physical wealth,
were destined sooner or later to re-
verse their direction with a ruch. car-
rving with them all loans and invest-
ments that were in any wise depend-
ent upon inflated land values, and in-

——
‘S;McMaster's history, vol. IV., pp. 38 to

volving in the general crash some
that were not so dependent.

Thisexplanation of hard timesis
essentially identical with that which
Henry George has advanced as the
principal one. He wrote:*

I do not mean to say that there
are not other proximate causes. The
growing complexity and interde-
pendence of the machinery of pro-
duction, which makes each shock or
stoppage propagate itself through a
widening circle;. the essential defect
of currencies which contract when
most needed, and the tremendous al-
ternations in volume that occur in
the simple forms of commercial
credit, which, to a much great-
er extent than currency in any form,
constitute the medium or flux of
exchanges; the protective tariffs, .
which present artificial barriers to
the interplay of productive forces,
and other similar causes undoubted-
ly bear an important part in produc-
ing and controlling what are called
hard times. But, both from the con-
sideration of principles and the ob-
servation of phenomena, it is clear
that the great initiatory cause is to
be looked for in the speculative ad-
vance of land values. . . Given
a progressive community, in which
population is increasing and one im-
provement succeeds another, and
land must constantly increase in
value. This steady increase natu-
rally leads to speculation, in which
future increase is anticipated, and
land values are carried beyond ‘the
point at which, under existing con-
ditions of production, their accus-
tomed returns would be left to labor
and capital. Production, therefore,
begins to stop. Not that there is.
necessarily, or even probably, an ab-
solute diminution in production; but
that there is what in a progressive
community would be equivalent to
an absolute diminution of production
in a stationary community—a failure
in production to increase propor-
tionately, owing to the failure of
new: increments of labor and capital
to find employment at the accus-
tomed rates. This stoppage of pro-
duction at some points must neces-
sarily show itself at other points of
the industrial network, in a cessation
of demand, which would again check
production there, and thus the paral-

ysis would communicate itself
through all the interlacings of in-
dustry and commerce, producing

everywhere a partial disjointing of
production and exchange, and re-
sulting in the phenomena that seem

~Progress and Poverty: an Inquiry Into
the Cause of Industrial Depressions and
of Increase of Want with Increase of
Wealth, The Remedy.” By Henry George.
Doubleday & McClure Co.,, New York.
Pages 261-62
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to show overproduction or over con-
sumption, according to the stand-
point from which they are viewed.

As we have already seen, that ex-
planation fully accounts for the in-
dustrial depressions this country has
so far experienced. If it is not so ob-
vious with reference to that of 1893
4s to the others the reason is not far
to seek. By that year the volume of
speculative land values had come to
be represented, to a degree much
higher than formerly, by corporate
stock. In greatly-enhanced propor-
tion, therefore, land speculation prior
to the hard times of 1893 had as-
sumed the form of stock speculation.

This is also the case to-day. Stock
speculation serves to conceal much of
the most ominous land speculation in
which the country is indulging. Not-
withstanding this speculative mas-
querade, however, any intelligent ob-
server may see in the rising specula-
tive prices: even of unincorporated
landholdings—in city and town lots
and Western farm sites—the infal-
lible signs of a gathering storm.

Already production is being
«checked. Railroads are reported to
be postponing intended improve-

ments; mines are reported to be re- |

stricting output; building investors
are;\reported to be shrinking from the
Tisk.

For all this the high cost of materi-
als and labor is offered as an explana-
tion. But investigation will every-
where disclose the fact that the prin-
<cipal obstruction is speculative land
values. An instance is given quite
inadvertently by a well known Re-
publican daily paper of New York,*
in an appeal to workingmen to be
moderate in their demands for wages.
This paper offers an instance within
its own knowledge to “illustrate the
situation.” It says:

Three years ago some capital pur-
chased a site and erected a new
building for half a million dollars.
The investors were content to go
into the undertaking for a five per
cent. net return, or $25,000 a year.
Since that time labor and cost of ma-
terial has advanced to such an ex-
tent that to erect the same building
would cost $110.000 more than when
it was put up. The boom in real es-
tate in that neighborhood has car-
ried up the value ofthe same land
there another $130.000. Here is an
increase of cost for capital going
into an investment to compete with

—

*The New York Press, May 8, 1903, editor-
1al on “Capital's Present Attitude of Aban-
doning New Activities.”

the first-named property of very near-
ly a quarter of a million dollars on
half a million dollars, or very nearly
S0 per cent.

The illustration is a good one. But
it is not a good one to show that the
cause of the inevitable crash to come
is organized labor. ‘The total incrdase
for labor and building materials in
three years is put at $110,000. Of that
amount part is due to the arbitrary
exactions of monopolists, for which
organized labor is certainly not re-
spongible. And so much of the
amount as goes for wages, does not
obstruct the industry unless it is
fixed arbitrarily. If itisa normalin-
crease, then the wages of all labor are
proportionately increased and the
greater cost for labor products is at
least neutralized by the greater pur-
chasing power of the earning classes.
This part, therefore, of the $110,000
cannot be regarded as a check upon
our “abounding prosperity.”

But what about the increased price
of the building site? While the total
cost of materials and labor (monop-
oly exactions and all) has increased in
three years by $110,000, the price
of the building site, without which
no building there is possible, has in-
creased $130,000!

Is it not fair tosay that speculative
land value is in this instance a far
more important factor than organized
labor, in obstructing industry and
bringing on hard times?

The instance is typical. Though
some production is prevented by or-
ganized labor, it is only as a drop of
water in the.bucket in comparison
with the production that is prevented
by speculative prices of land. As
with the depressions of 1817, 1837,
1857, 1873 and 1893, so with the ap-
proaching depression—the principal
cause, the cause which is always suf-
ficient though no other be present,
the cause which is fundamental mno
matter how many superficial influ-
ences may appear, is land specula-
tion.

This principle is vividly exempli-
fied by “boom” towns. In any of
theze towns there is a period of land
speculation which all the “boomers”
exploit. andall theenthusiastic inhab-
itants regard, as evidence of “un-
bounded prosperity.”

Building lots “go off like hot
cakes.”

On some of them buildings are
erected, but most of them change
owners on the basis of great expecta-
tions alone.

To suggest that this is not pros-
perity is to be unpatriotic and disloy-
al to your town.

To throw any obstacle in the way
of brisk trading in the real estate ex-
change is to incur obloquy for imper-
iling the “unbounded prosperity.”

1f mechanics were to lay them-
selvesopen to the charge of discourag-
ing a homeseeker from building they
would be held up to public scorn.

Yet every speculative sale of a
building lot at an advanced . price,
proof of local prosperity as‘it is re- .
garded, is in fact the most effective
discouragement to building.

‘After awhile prices for building
lots in the boom town run so high
that contracts for buildings begin to
fall off, and then the crash comes.
An unwholesome “prosperity” has
run its natural course and collapsed.

The present industrial “prosper-
ity” of the country, like the “pros-
perity” of the “boom” towns, and of
all previous periods of national “pros-
perity.” is destined to produce indus-
trial collapse because it is not whole-
,some prosperity. Like them it is
one phase of industrial conditions
poisoned with the malaria of land
speculation, the symptoms of which
are alternating spasms of fever and
chill, recurring paroxymsm of brisk
times and dull times.

So long as this cause of industrial
depressions persists, it does not com-
port with the dignity nor testifv to the
intelligence of full grown husiness
men to accuse organized labor of
bringing on the hard times that are
coming. '

NEWS

Week ending Thursday, Sept. 24.

Matters in British politics (p.
376) are taking shape. On the
17th the resignations of three
members of the ministry were ac-
cepted by the King. They werc
those of Joseph Chamberlain, as
secretary for the colonies, of
Charles T. Ritchie, as chancellor
of the exchequer, and of Lord
George Hamilton, as secretary for
India. Mr. Chamberlain’s resig
nation had been tendered on the
9th, and must have been the prin-
cipal subject of consideration at
the mysterious cabinet meeting
(p. 376) of the 14th.

Mr. Chamberlain’s reasons for



