Fundamental
Economics:
First Principles
The Henry George
School of Social
Science
WELCOME ALL!
Instructor: Anthony Persaud

Introduction
Class Formalities:
v
v
v
v
v
v
v

Participation is highly encouraged
Respect for classmates during discussions
Current events briefly discussed at beginning of class
Bring all life, work and academic experience
Review important points from previous lesson(s)
There are no grades in this class or at the school
Students will receive a certificate after 5 weeks

The purpose of this course is:
v study fundamental economic principles
v and to apply them in solving today’s economic problems;
v
v
v
v
v
v

Poverty,
unemployment,
recessions,
slums,
high taxes,
inflation, etc.

We will focus on the following:
v What is wealth? How is it created and increased?
v Trace the root causes of the business cycle and social ills such
as unemployment and poverty.
v Learn why the earth’s natural resources are fundamentally
different from the wealth people create.
v See how to raise incomes and encourage responsible
development.
v We will strive to accomplish this in 5 weeks using a variety of
mediums including videos, news and magazine articles,
sections of Progress and Poverty, and various other sources.

Book, Progress and Poverty:
v Book available at front desk for $10 at front desk.
v Progress and Poverty online: http://schalkenbach.org/
v A condensed version:
http://www.henrygeorge.org/pcontents.htm
v Audio: http://hgchicago.org/links/henry-georges-majorbooks/progress-poverty-audiobook

Tell the class something about yourself:
v How did you hear about the Henry George School?
v What do you expect to learn in this class?
v Any experience in economics/something about what
you do?

Objectives:
①
②
③
④
⑤

Key Question Henry George raised
What is Economics - Why Henry George?
How is Economics Taught today?
Why have definitions: Exercise
Definitions in Fundamental Economics

Excerpt from Progress and Poverty by Henry George:
“Who could have foreseen the steamship, the railroad, the
tractor? Or factories weaving cloth faster than hundreds of
weavers? Who could have heard the throb of engines more
powerful than all the beasts of burden combined? Or
envisioned the immense effort saved by improvements in
transportation, communication, and commerce? Surely, these
new powers would elevate society from its foundations, lifting
the poorest above worry for the material needs of life. Imagine
these new machines relieving human toil, muscles of iron
making the poorest worker's life a holiday, giving our nobler
impulses room to grow. Given such bountiful material
conditions, surely we could anticipate the golden age long
dreamed of. How could there be greed when everyone had
enough? How could things that arise from poverty — crime,
ignorance, brutality — exist when poverty had vanished? Such
were the dreams born of this wonderful century of progress.

v
v
v
v
v
v
v
v
v
v
v
v

Unknown printer in San Francisco
Wrote after his daily working hours, in the only leisure open to him for writing
No real training in political economy
Stopped schooling in the seventh grade in his native Philadelphia,
Shipped before the mast as a cabin boy - complete voyage around the world
Read what he needed to read, and understood what he read
Lived and worked in a rapidly developing society
Had the unique opportunity of studying the formation of a civilization -- the
change of an encampment into a thriving metropolis
He saw a city of tents and mud change into a fine town of paved streets and
decent housing, with tramways and buses
He saw the beginning of wealth & noted the first appearance of pauperism
He saw degradation forming, the advent of leisure and affluence; felt compelled
to discover why they arose concurrently
Wrote other books such as, Social Problems, The Science of Political Economy, The
Land Question, A Perplexed Philosopher and many articles, etc.

“We have reached the deplorable circumstance where in large measure a very powerful
few are in possession of the earth's resources, the land and its riches and all the franchises
and other privileges that yield a return. These positions are maintained virtually without
taxation; they are immune to the demands made on others. The very poor, who have
nothing, are the object of compulsory charity. And the rest -- the workers, the

But our system, in which state and federal taxes are interlocked, is deeply entrenched and
hard to correct. Moreover, it survives because it is based on bewilderment; it is maintained
in a manner so bizarre and intricate that it is impossible for the ordinary citizen to know what
he owes his government except with highly paid help. We support a large section of our
government (the Internal Revenue Service) to prove that we are breaking our own laws.
And we support a large profession (tax lawyers) to protect us from our own employees.
College courses are given to explain the tax forms which would otherwise be quite
unintelligible.” from HGS website

Would we say that these are essentially the core of
the problems we face today in American society?

If we were to consolidate society’s problems, would you
say this is good way to narrow them down, so we can
approach getting an understanding of them…?

What is Economics?
Why study Economics?
Why Henry George?

Aristotle's Politics (c.a. 350 BC)
Thomas Aquinas (1225–1274)

Thomas Mun English businessman (1571–1641)
Philipp von Hörnigk (1640–1712)
Jean-Baptiste Colbert (1619–1683)

John Locke (1632–1704)
Dudley North (1641–1691)
David Hume (1711–1776)

François Quesnay (1694–1774)
Jacques Turgot (1727–1781)

Adam Smith (1723–1790)
william Pitt 1780s

Jeremy Bentham (1748–1832)
Jean-Baptiste Say (1767–1832)
Thomas Malthus (1766–1834)
David Ricardo (1772–1823)
John Stuart Mill (1806–1873)
Henry George

Karl Marx (1818–1883)

Carl Menger (1840–1921)
do Pareto (1848–1923)
Joseph Alois Schumpeter (1883–1950)
Ludwig von Mises (1881–1973)

Alfred Marshall ( 1842 -1924)
John Maynard Keynes (1883–1946)

Thorsten Veblen (1857–1929)
Thorsten Veblen (1857–1929)
John R. Commons (1862–1945)
John Kenneth Galbraith (1908–2006)
Paul Samuelson (1915–2009)

Ronald Coase (born 1910)
Milton Friedman (1912–2006)

Amartya Sen (born 1933)
Joseph Stiglitz (born 1943)
Paul Krugman (born 1953)

Aristotle's Politics (c.a. 350 BC)
• concerned to analyze different forms of a state (monarchy,
aristocracy, constitutional government, tyranny, oligarchy,
democracy) as a critique of Plato's advocacy of a ruling
class of "philosopher-kings".
• In particular for economists, Plato had drawn a blueprint of
society on the basis of common ownership of resources.
Aristotle viewed this model as an oligarchical anathema.
Thomas Aquinas (1225–1274)
• Italian theologian and writer on economic issues
• In the treatise Summa Theologica, Aquinas dealt with the
concept of a just price, which he considered necessary for
the reproduction of the social order which he considered
necessary for the reproduction of the social order.

Thomas Mun English businessman (1571–1641) represents early mercantile policy in
his book England's Treasure by Foraign Trade
Philipp von Hörnigk (1640–1712)
In Austria Over All, If She Only Will) he laid out one of the clearest statements of
mercantile policy He listed nine principal rules of national economy:
• (1) To inspect the country's soil with the greatest care, and not to leave the agricultural
•
•
•
•
•
•
•
•

possibilities of a single corner or clod of earth unconsidered...
(2) All commodities found in a country, which cannot be used in their natural state, should
be worked up within the country...
(3) Attention should be given to the population, that it may be as large as the country can
support...
4) gold and silver once in the country are under no circumstances to be taken out for any
purpose...
(5) The inhabitants should make every effort to get along with their domestic products...
(6) [Foreign commodities] should be obtained not for gold or silver, but in exchange for
other domestic wares...
(7) ...and should be imported in unfinished form, and worked up within the country...
(8) Opportunities should be sought night and day for selling the country's superfluous goods
to these foreigners in manufactured form...
(9) No importation should be allowed under any circumstances of which there is a sufficient
supply of suitable quality at home.”

Jean-Baptiste Colbert (1619–1683)
• Minister of Finance under King Louis XIV of France
• He set up national guilds to regulate major industries: Silk,
linen, tapestry, furniture manufacture and wine
• According to Colbert, "It is simply, and solely, the
abundance of money within a state [which] makes the
difference in its grandeur and power."

•

Locke believed that people contracted into society which was bound
to protect their rights of property

•
•

A wealthy merchant and landowner.
He worked as an official for the Treasury and was opposed to most
mercantile policy.
Trade, he argued, benefits both sides, it promotes specialization, the
division of labor and produces an increase in wealth for everyone.
Regulation of trade interfered with these benefits by reducing the flow
of wealth.

•
•
•
•
•

agreed with North's philosophy and denounced mercantile
assumptions.
His contributions were set down in Political Discourses (1752), later
consolidated in his Essays, Moral, Political, Literary (1777).
Added to the fact that it was undesirable to strive for a favorable
balance of trade it is, said Hume, in any case impossible.

François Quesnay (1694–1774)
• was the court physician to King Louis XV of France.
• He believed that trade and industry were not sources of wealth,
and instead in his book, Tableau économique (1758, Economic
Table) argued that agricultural surpluses, by flowing through
the economy in the form of rent, wages and purchases were
the real economic movers.
Jacques Turgot (1727–1781)
• developed Quesnay's theory that land is the only source of
wealth.

Adam Smith (1723–1790)
• popularly seen as the father of modern political economy. His
publication of the An Inquiry Into the Nature and Causes of the
Wealth of Nations in 1776 happened to coincide not only with
the American Revolution, shortly before the Europe wide
upheavals of the French Revolution, but also the dawn of a new
industrial revolution that allowed more wealth to be created on
a larger scale than ever before.
William Pitt 1780s
based his tax proposals on Smith's ideas and advocated free trade
as a devout disciple of The Wealth of Nations.

Jeremy Bentham (1748–1832)
• was perhaps the most radical thinker of his time, and developed
the concept of utilitarianism.
• Bentham was an atheist, a prison reformer, animal rights activist,
believer in universal suffrage, free speech, free trade and health
insurance at a time when few dared to argue for any.
Jean-Baptiste Say (1767–1832)
• was a Frenchman, born in Lyon who helped to popularize Adam
Smith's work in France.
• His book, A Treatise on Political Economy (1803) contained a brief
passage, which later became orthodoxy in political economics
until the Great Depression and known as Say's Law of markets:
products are paid for with products” and "a glut can take place
only when there are too many means of production applied to
one kind of product and not enough to another”.

Thomas Malthus (1766–1834)
• was a Tory minister in the United Kingdom Parliament who,
contrasting to Bentham, believed in strict government abstention
from social ills.
David Ricardo (1772–1823)
• Ricardo's best known work is his Principles of Political Economy
and Taxation, which contains his critique of barriers to
international trade and a description of the manner the income
is distributed in the population
John Stuart Mill (1806–1873)
• dominant figure of political economic thought of his time
• Mill's early economic philosophy was one of free markets
• he accepted interventions in the economy, such as a tax on
alcohol, if there were sufficient utilitarian grounds.
• Mill originally believed that "equality of taxation" meant "equality
of sacrifice" and that progressive taxation penalized those who
worked harder and saved more and was therefore "a mild form
of robbery”.

Karl Marx (1818–1883):
• Was and still remains the pre-eminent socialist economist
• His combination of political theory represented in the
Communist Manifesto and the dialectic theory of history
inspired by Friedrich Hegel
• provided a revolutionary critique of capitalism as he saw
it in the nineteenth century.

Carl Menger (1840–1921)
• an Austrian economist stated the basic principle of marginal
utility
• Consumers act rationally by seeking to maximize satisfaction of
all their preferences.
Vilfredo Pareto (1848–1923)
• was an Italian economist, best known for developing the
concept of an economy that would permit maximizing the utility
level of each individual, given the feasible utility level of others
from production and exchange.
• Such a result came to be called "Pareto efficient".

Joseph Alois Schumpeter (1883–1950)
• was an Austrian economist and political scientist most known for
his works on business cycles and innovation.
• He insisted on the role of the entrepreneurs in an economy.
• In Business Cycles: A theoretical, historical and statistical analysis
of the Capitalist process(1939), Schumpeter made a synthesis of
the theories about business cycles
Ludwig von Mises (1881–1973)
• was an Austrian economist who contributed the idea of
praxeology, "The science of human action". Praxeology views
economics as a series of voluntary trades that increase the
satisfaction of the involved parties.
• Mises also argued that socialism suffers from an unsolvable
economic calculation problem, which according to him,could
only be solved through free market price mechanisms.

Alfred Marshall ( 1842 -1924)
• He desired to improve the mathematical rigor of economics
and transform it into a more scientific profession
• Marshall hoped to reconcile the classical and modern
theories of value
• Alfred Marshall was the first to develop the standard supply
and demand graph demonstrating a number of
fundamentals regarding supply and demand including:
• the supply and demand curves,
• market equilibrium,
• the relationship between quantity and price in regards
to supply and demand,
• law of marginal utility,
• law diminishing returns,
• and the ideas of consumer and producer surpluses

John Maynard Keynes (1883–1946)
• His observations were laid out in his book The Economic
Consequences of the Peace....During the Great Depression,
Keynes had published his most important work, The General
Theory of Employment, Interest, and Money(1936).
• From the end of the Great Depression to the mid-1970s, Keynes
provided the main inspiration for economic policy makers in
Europe, America and much of the rest of the world
• Keynesian ideas became so popular that some scholars point
to Keynes as representing the ideals of modern liberalism, as
Adam Smith represented the ideals of classical liberalism.

Thorsten Veblen (1857–1929)
• In The Theory of the Leisure Class (1899) he scorned materialistic
culture and wealthy people who conspicuously consumed their riches
as a way of demonstrating success
• The Theory of Business Enterprise (1904) Veblen distinguished
production for people to use things and production for pure profit,
arguing that the former is often hindered because businesses pursue
the latter
John R. Commons (1862–1945)
• Underlying his ideas, consolidated in Institutional Economics (1934)
was the concept that the economy is a web of relationships between
people with diverging interests.
• There are monopolies, large corporations, labor disputes and
fluctuating business cycles.
• They do however have an interest in resolving these disputes.
Government, thought Commons, ought to be the mediator between
the conflicting groups.

John Kenneth Galbraith (1908–2006)
• one of the standard bearers for pro-active government and liberaldemocrat politics.
• In The Affluent Society (1958), Galbraith argued voters reaching a
certain material wealth begin to vote against the common good.
• the "conventional wisdom" of the conservative consensus was not
enough to solve the problems of social inequality
Paul Samuelson (1915–2009).
• His Ph.D. was an attempt to show that mathematical methods could
represent a core of testable economic theory.
• It was published as Foundations of Economic Analysis in 1947.
• two assumptions.
• First, people and firms will act to maximize their self interested
goals.
• Second, markets tend towards an equilibrium of prices, where
demand matches supply.
• He extended the mathematics to describe equilibrating behaviur of
economic systems, including that of the then new macroeconomic
theory of John Maynard Keynes.

Ronald Coase (born 1910)
• His first major article, The Nature of the Firm (1937), argued that the
reason for the existence of firms (companies, partnerships, etc.) is the
existence of transaction costs.
• Rational individuals trade through bilateral contracts on open markets
until the costs of transactions mean that using corporations to produce
things is more cost-effective.
Milton Friedman (1912–2006)
• stands as one of the most influential economists of the late twentieth
century. He won the Nobel Prize in Economics in 1976, among other
things, for A Monetary History of the United States(1963).
• Friedman argued that the Great Depression had been caused by the
Federal Reserve's policies through the 1920s, and worsened in the 1930s.
• Friedman argues that laissez-faire government policy is more desirable
than government intervention in the economy

Amartya Sen (born 1933)
• is a leading development and welfare economist and has expressed considerable
skepticism on the validity of neo-classical assumptions.
• He was highly critical of rational expectations theory, and devoted his work to
development and human rights.
• He won the Nobel Prize in Economics in 1998
Joseph Stiglitz (born 1943)
• Received the Nobel Prize in 2001 for his work in information economics.
• served as chairman of President Clinton's Council of Economic Advisors/chief
economist for the World Bank.
• taught at many universities, including Columbia, Stanford, Oxford, Manchester, Yale,
and MIT.
• an outspoken critic of global economic institutions
Paul Krugman (born 1953)
• is a contemporary economist
• His textbook International Economics (2007) appears on many undergraduate
reading lists.
• Well known as a representative of progressivism, he writes a weekly column on
economics, American economic policy, and American politics more generally in the
New York Times.
• He was awarded the Nobel Prize in Economics in 2008 for his work on New Trade
Theory and economic geography.
Section Cited from wikipedia: http://en.wikipedia.org/wiki/History_of_economic_thought

Markets
Production, cost, and efficiency
Specialization
Supply and demand
Firms - Corporations
Uncertainty and game theory
Market Failure
Public sector

Growth ( GDP, EMPLOYMENT, INFLATION)
Business cycle/Economic Cycle (depressions, recession,
bust, booms, bubbles)
Inflation and monetary policy
Fiscal policy and regulation
International economics

Definitions: Why have definitions: Exercise: hand out index
cards
Step 1. Please take one or more index cards. We will draw a
table on the whiteboard with the following categories: Wealth,
Land, Labor, Capital/Interest, and Other.
Step 2. Place the card in the category, on the whiteboard, you
think it belongs in.
Step 3. How did everyone arrive with the decision as to which
category to place the card?
Step 4. Do you think that your index card should remain in the
category you choose? Why?

Definitions in Fundamental Economics
We shall examine each category in the exercise:
a) Wealth,
b) Production
c) Distribution
d) Factors of Production: Land, Labor Capital
e) Avenues of Distribution: Rent, Wages, Interest

Where should we start with Economics?
We establish; Economic Axioms (self-evident truths):
① People seek to satisfy their desires with the least
exertion.
② Human desires are unlimited.

① Political economy is the science that examines and deals with
the nature of wealth and the natural law and common law
governing the production and distribution of wealth.
② Political economy is the explanation of a certain set of facts. It
is the science which, in the sequence of certain phenomena,
seeks to trace mutual relations and to identify cause and
effect, just as the physical sciences seek to do so in other sets
of phenomena.

What is meant by Natural Laws?
Natural law, or the law of nature is a system of law which is
purportedly determined by nature, and thus universal:
A. Classically, natural law refers to the use of reason to analyze human
nature -- both social and personal -- and deduce binding rules of moral
behavior.
B. Natural law is contrasted with the positive law (meaning "man-made
law", not "good law”) of a given political community, society, or nationstate…
C. Natural law is often conflated with common law, the two are distinct in
that natural law is a view that certain rights or values are inherent in or
universally cognizable by virtue of human reason or human nature, while
common law is the legal tradition whereby certain rights or values are
legally cognizable by virtue of judicial recognition or articulation.
D.

(See entry here: http://en.wikipedia.org/wiki/Natural_laws)

A. Wealth:
1.
2.
3.
4.

Any material thing
Produced by labor
Which satisfies human desire
Having an exchange value

B. Production:
All the processes involved in making wealth and bringing it
from its place of origin to the ultimate consumer.

C. Distribution:

The division of wealth among the factors that produce it.

Factors of Production:

(inputs used to produce goods and services)

1) Land:
2)

The entire material universe, excluding people and their
products.
Labor:
All human exertion, mental and physical, in production.

Note: The demand for consumption determines the direction in
which labor will be expended in production. [P&P P77]

3) Capital:
Wealth that is used to produce more wealth, or wealth in
the course of exchange.
Note: All capital is wealth, but not all wealth is capital. [P&P P42]

Avenues of Distribution
1)

Rent:
That part of wealth which is the return for the use of land.
- only that realized from land can be properly termed
wealth

2)

Wages:
That part of wealth which is the return to labor.
-economically speaking, wages include: earnings from
labor which produced wealth
Note: Production is always the mother of wages. Labor always precedes wages.
[P&P P57]

3)

Interest:
That part of wealth which is the return for the use of
capital, excluding compensation for risk.
- money is not capital

Summary
key points
Certain words — such as wealth, capital, rent, and wages — require
a much more specific meaning in economic reasoning than they do
in everyday speech. Unfortunately, even among economists, there is
no agreement on the meaning of these terms. Different writers give
different meanings to the same term. Even worse, one author will use
the same term in different senses. Nothing shows the importance of
precise language like the spectacle of the brightest thinkers basing
important conclusions on the same word used in different senses.

Summary - key points
Certain words — such as wealth,
capital, rent, and wages — require a
much more specific meaning in
economic reasoning than they do in
everyday speech. Unfortunately,
even among economists, there is no
agreement on the meaning of these
terms. Different writers give different
meanings to the same term. Even
worse, one author will use the same
term in different senses. Nothing
shows the importance of precise
language like the spectacle of the
brightest thinkers basing important
conclusions on the same word used
in different senses.

Fundamental Economics; First Principles
Instructor: Anthony Persaud
Welcome to Lesson 2

What is the problem?

Primary - cycles of nature-natural resources
Non renewable: rocks, minerals, fossil fuels
Ecosystem services:
Purification of air and water
Maintenance of soil fertility
Pollination
Mitigation of floods and droughts
Pest control
Climate stability

Secondary – transformation of primary -wealth creation
labor (mental and physical) and capital used

Tertiary ( financial) - catalyst - claim on wealth;

(The tertiary economy is made up of Rentiers - those who have a claim on nature
resources and thereby charges rent for its use)

Monetary goods
Mortgage loans
Insurance policies
Securities

From simplicity to complexity
Measuring what we owe each other i.e. a claim
overtime
Trust is one of the foundations of an economy
How do humans do this?
Humans organize based on laws, rules, and procedures
Higher Laws drawn from great teachers, sages,
prophets: ten commandments, laws of dharma, laws of
Manu, Tao de Ching
Man made law based on laws and principles based on
natural law/observed law
Magna Carta, declaration of dependence, us
constitution , declaration of human rights

1.
2.
3.
4.

Any material thing
Produced by labor
Which satisfies human desire
Having an exchange value

All the processes involved in making wealth and bringing it
from its place of origin to the ultimate consumer.

The division of wealth among the factors that produce it.

Wealth

Factors of Production
LAND
LABOR
CAPITAL

(inputs used to produce goods and services)

2)

The entire material universe, excluding people and their
products.
All human exertion, mental and physical, in production.

Note: The demand for consumption determines the direction in
which labor will be expended in production. [P&P P77]

Wealth that is used to produce more wealth, or wealth in
the course of exchange.
Note: All capital is wealth, but not all wealth is capital. [P&P P42]

Land

Labor

Capital

Labor

Capital

Avenues of Distribution
1)

Rent:
That part of wealth which is the return for the use of land.
- only that realized from land can be properly termed
wealth

2)

Wages:
That part of wealth which is the return to labor.
-economically speaking, wages include: earnings from
labor which produced wealth
Note: Production is always the mother of wages. Labor always precedes wages.
[P&P P57]

3)

Interest:
That part of wealth which is the return for the use of
capital, excluding compensation for risk.
- money is not capital

Economic
Economic Rent
Rent

Wages
Wages
(Labor)

(Land)

Economic Rent

Return to Capital Goods
Return to
(Capital)
capital goods

Population, is there an economic connection to poverty?
In our quest for a solution to poverty, we now examine a theory that
is often put forward that the world is becoming overpopulated?
•
•
•
•
•
•

Is the world becoming overpopulated? and does overpopulation affect
poverty?
Are people having too many children causing them to go into poverty?
Are the poor the victims of their own circumstance?
What about here in the United States? Around the world
Are governments the cause of poverty?
How about rich people?

Are the above really the causes/contributing factors to poverty? why? Or,
why not?

The world population is the sum of all humans on Earth. As of today, it is estimated
to number 7.01 billion by the United States Census Bureau (USCB). The USCB
estimates that the world population exceeded 7 billion on March 12, 2012.
According to a separate estimate by the United Nations Population Fund, it
reached this milestone on October 31, 2011

Reference: http://en.wikipedia.org/wiki/World_population

Hans Rosling on global population growth:

The world's population will grow to 9 billion over the next 50 years -- and
only by raising the living standards of the poorest can we check population
growth. This is the paradoxical answer that Hans Rosling unveils at
TED@Cannes using colorful new data display technology (you'll see). In
Hans Rosling’s hands, data sings. Global trends in health and economics
come to vivid life. And the big picture of global development—with some
surprisingly good news—snaps into sharp focus
http://www.ted.com/talks/hans_rosling_on_global_population_growth.html

Who was Malthus?

A. “The Reverend Thomas Robert Malthus (1766 – 1834)was an
English scholar, influential in political economy and demography.
Malthus popularized the economic theory of rent.
B. His An Essay on the Principle of Population, published from 1798 to
1826, observed that sooner or later population gets checked by
famine and disease. He wrote in opposition to the popular view in
18th-century Europe that saw society as improving and in principle as
perfectible.
C. Malthus thought that the dangers of population growth would
preclude endless progress towards a utopian society, or a notheavenly earth: "The power of population is indefinitely greater than
the power in the earth to produce subsistence for man".
D. Malthus became hugely influential, and controversial, in economic,
political, social and scientific thought.
E. Malthus remains a writer of great significance and controversy.

Reference: http://en.wikipedia.org/wiki/Malthus

A. Many of those whom subsequent centuries term
evolutionary biologists read him, notably
Charles Darwin and Alfred Russel Wallace, for each of
whom Malthusianism became an intellectual steppingstone to the idea of natural selection.

Malthus Theory on Population:
Malthus theory is the doctrine that poverty is due to the
pressure of population against subsistence, or, to put it in its
other form, the doctrine that the tendency to increase in
the number of laborers must always tend to reduce wages
to the minimum which laborers can reproduce. [P&P P101]

George’s response:
"I assert that the new mouths which an increasing population
brings into existence require no more food than the old ones,
while the hands they bring with them can in the natural order
of things produce more." [P&P P141]
Let labor again exert itself, and wealth will almost
immediately reappear. [P&P P148]
What does George mean by the above?
Even if the increase in population does reduce the power of
the natural factor of wealth (land), by compelling a resort to
poorer soils, etc., it yet so vastly increases the power of the
human factor as more than to compensate. [P&P P149]

The Laws of Distribution:
• The division of wealth among the factors that produce it
• The natural laws which determine what proportion of wealth
produced is the return to each factors or production, namely
land, labor and capital.
• The laws of distribution must account for the distribution of
the entire product.

Law of Rent:
•

The rent of land is determined by the excess of its produce over that
which the same application of labor and capital can secure from the
least productive land in use.
In other words, that part of wealth which is the rent for the use of land.

•

The margin of production is the least productive land in use, or the best
land to be had for nothing.

•

Rent, in short, is the share of the wealth produced which is the exclusive
right to the use of natural capabilities gives to the owner.

•

Whenever land has an exchange value there is rent in the economic
meaning of the term

•

Whenever land having a value is used, either by the owner or a hirer,
there is rent actual; wherever land is not used, but still has a value, there
is rent potential. Until its ownership will confer some advantage, land has
no value. [P&P P166]

How to end poverty:
http://www.henrygeorge.org/vid12711.htm
“A teaser introducing the reform needed to end poverty.
The monopoly man is often times a bank or financial
institution, the de facto landlords via mortgages.
http://howtoendpoverty.info/”

The Margin
The least productive site under equal market conditions
$4,000

Price Per Sq Ft

$3,500
$3,000
$2,500
$2,000
$1,500
$1,000
$500
$0

Economic Rent

Return to capital
wages

see image below from booklet graphically
explaining Law of Rent
A graphic web based illustration: http://
www.henrygeorge.org/rent1.htm

The Law of Wages and Interest:
Law of Wages
What is the law of Wages?
"People seek to satisfy their desires with the least exertion"
sets the stage for the labor market.
Differences between wages:
Agreeable / disagreeable
Expense of learning the skill or profession
Security of employment
Trust
Probability of success
Cost of living
Age / race / gender / legal status

Objective 1: Review: Law of Rent, Law of wages and Interest
The rent of land is determined by the excess of its produce over that
which the same application of labor and capital can secure from the
least productive land in use. In other words, that part of wealth which
is the rent for the use of land.

The Law of Wages and Interest:
Law of Wages
What is the law of Wages?
"People seek to satisfy their desires with the least exertion"
sets the stage for the labor market.
Differences between wages:
Agreeable / disagreeable
Expense of learning the skill or profession
Security of employment
Trust
Probability of success
Cost of living
Age / race / gender / legal status

Objective 2: The Story Stuff video 20 mins
http://www.storyofstuff.org/movies-all/story-of-stuff/
From its extraction through sale, use and disposal, all the
stuff in our lives affects communities at home and abroad,
yet most of this is hidden from view. The Story of Stuff is a
20-minute, fast-paced, fact-filled look at the underside of
our production and consumption patterns. The Story of
Stuff exposes the connections between a huge number of
environmental and social issues, and calls us together to
create a more sustainable and just world. It'll teach you
something, it'll make you laugh, and it just may change the
way you look at all the stuff in your life forever.

Objective 3 : The Effects of Progress on Distribution:
²
²
²
²
²

What are the effects of progress?
Does population have an effect on progress?
Technology? Education?
Does land play any role in progress?
Can we look at the law of rent and speculation
as a basis for understanding distribution?

Law of Rent, Law of wages and Interest
The rent of land is determined by the excess of its produce over that
which the same application of labor and capital can secure from the
least productive land in use. In other words, that part of wealth which
is the rent for the use of land.

Land speculation and Its effects:
u Margin of production - lowers the margin of production
u Rent- It raises rent
u Wages and Interests - It lowers wages and interest

Progress:

Is there a connection to education, healthcare, life
expectancy, infrastructure, environment, and culture?

Poverty:

And in contrast to progress, how does one measure poverty?
an absence of education, life expectancy, healthcare,
infrastructure, environment, culture?
What is the definition of wealth, again? How is it created?
Why is it important to use the factors of production, Definitions
and Laws of Distribution as a basis for understanding
economics?

Objective 4: Depressions and Recessions;
terms: speculation, Commodities, business
cycle
Business Cycle:
The term business cycle (or economic cycle) refers to
economy-wide fluctuations in production or economic activity
over several months or years.
fluctuations occur around a long-term growth trend,
typically involve shifts over time between periods of
relatively rapid economic growth (expansion)
u periods of relative stagnation or decline (a contraction or
recession)
u usually measured by considering the growth rate of real
gross domestic product.
u
u

What is Speculation?

• In finance, speculation is a financial action that does not
promise safety of the initial investment along with the return on
the principal sum.
• Speculation typically involves the lending of money for the
purchase of assets, equity or debt
• The term, "speculation," contrasts with the term "investment,"
which is a financial operation promises safety of principal and a
satisfactory return.
• Speculation can also cause prices to deviate from their intrinsic
value if speculators trade on misinformation, or if they are just
plain wrong.
• This creates a positive feedback loop in which prices rise
dramatically above the underlying value or worth of the items.
• This is known as an economic bubble. Such a period of
increasing speculative purchasing is typically followed by one
of speculative selling in which the price falls significantly, in
extreme cases this may lead to crashes.

What are commodities?
• In economics, a commodity is the generic term for any marketable
item produced to satisfy wants or needs.
• Economic commodities comprise goods and services.
• The more specific meaning of the term commodity is applied to
goods only.
• Basic resources and agricultural products such as iron ore,
crude oil, coal, salt, sugar, coffee beans, soybeans, aluminum,
copper, rice, wheat, gold, silver, palladium, and platinum.
• Soft commodities are goods that are grown, while hard
commodities are the ones that are extracted through mining.
• Energy commodities which includes electricity, gas, coal and oil.

What is a Depression?
Depression:
A stoppage of production (or a failure of production to
increase
proportionately to the growth of the community) causing a
cessation of demand and resulting in a general economic
paralysis.

What is a Recession?
Recession:
The term "recession" usually refers to a milder form of
depression,
with the same symptoms in milder form.

Some Facts and debates about the Great
Depression:
§ devastating effects in virtually every country, rich and poor.
§ Personal income, tax revenue, profits and prices dropped,
while international trade plunged by more than 50%.
§ Unemployment in the U.S. rose to 25%, and in some countries
rose as high as 33%.
§ historians emphasize structural factors: major bank failures
and the stock market crash
§ economists (such as Barry Eichengreen, Milton Friedman and
Peter Temin) point to monetary factors: actions by the US
Federal Reserve that contracted the money supply,
§ Britain's decision to return to the Gold Standard at pre–World
War I parities(US$4.86:£1).
§ Was it primarily a failure on the part of free markets or a
failure of government efforts to regulate interest rates, curtail
widespread bank failures, and control the money supply.
.

The Basic Cause of Depressions:

Some Theories:
First, demand-driven theories, most importantly
• Keynesian economics- the breakdown of international trade,
• Institutional economists who point to underconsumption
• over-investment (causing an economic bubble),
• malfeasance by bankers and industrialists,
• or incompetence by government officials.
Secondly, the monetarists say:
• Started as an ordinary recession;
• Policy mistakes caused a shrinking of the money supply (feds)
• Exacerbated a recession to descend into the Great Depression
• Debt deflation borrows to owe ever more in real terms

Lastly, heterodox theories that downplay or reject the
explanations of the Keynesians and monetarists:
• some new classical macroeconomists have argued
that various labor market policies imposed at the
start caused the length and severity of the Great
Depression.
• The Austrian school of economics focuses on the
macroeconomic effects of money supply, and how
central banking decisions can lead to overinvestment (economic bubble).

Henry George’s analysis of Basic Cause of
Depressions:
• The growing complexity of production which makes each
stoppage propagate itself;
• defective currencies;
• sharp alternations in the volume of credit;
• protective tariffs
• Denial of access to land because rents are too high
In effect a "lockout" of labor and capital by landowners.
• Check to production, propagates itself from exchange point
to exchange point until unemployment is widespread.
• A cessation of production; likewise a cessation of production a cessation of demand.

The Recession of 2008
The Great Recession (also referred to as the Lesser Depression, the Long
Recession, or the global recession of 2008 is a marked global economic
decline that began in December 2007 and took a particularly sharp
downward turn in September 2008
The central debate about the origin has been focused on the
respective parts played by the public monetary policy (in the US
notably) and by private financial institutions practices

• Excessive debt levels as the cause
• Sub-prime lending as a cause
• Government deregulation as a cause
• Over-leveraging, credit default
swaps(CDS) and collateralized debt
obligations(CDO) as causes
• Credit creation as a cause
• Oil prices
• Emigration
• Overproduction

Causes of the Great Recession
Let’s look at the causes individually:
• Excessive debt levels as the cause
• Sub-prime lending as a cause
• Government deregulation as a cause
• Over-leveraging, credit default swaps and
collateralized debt obligations as causes
• Credit creation as a cause
• Oil prices
• Emigration
• Overproduction

• Excessive debt levels as the cause
• In order to counter the Stock Market Crash of 2000
and the subsequent economic slowdown, the
Federal Reserve eased credit availability and drove
interest rates down to lows not seen in many
decades.
• These low interest rates facilitated the growth of
debt at all levels of the economy, chief among
them private debt to purchase more expensive
housing
• Sub-prime lending as a cause
• Clinton Administration may be partially to blame. This
GAO chart plainly demonstrates that sub-prime and Alt-A
loans clearly peaked after 2003.
• the passage of the Gramm–Leach–Bliley Act by the 106th
Congress, and over-leveraging by banks and investors
eager to achieve high returns on capital

• Government deregulation
as a cause
In 1992, the Democratic-controlled 102nd Congress
under the George H. W. Bush administration weakened
regulation of Fannie Mae and Freddie Mac with the
goal of making available more money for the issuance
of home loans.
In 1999, the Republican-controlled 106th Congress,
under Bill Clinton, passed the Gramm-Leach-Bliley
Act, which repealed part of the Glass–Steagall Act
of 1933. This repeal has been criticized by some for
having contributed to the proliferation of the
complex and opaque financial instruments which
are at the heart of the crisis

• Over-leveraging, credit default swaps and
collateralized debt obligations as causes
widespread miscalculation by banks and investors of the level
of risk inherent in the unregulated Collateralized debt
obligation and Credit Default Swap markets. Under this theory,
banks and investors systematized the risk by taking advantage
of low interest rates to borrow tremendous sums of money that
they could only pay back if the housing market continued to
increase in value.

the risk was further systematized by the use of David X. Li's
Gaussian copula model function to rapidly price
Collateralized debt obligations based on the price of
related Credit Default Swaps.

• Credit creation as a cause
Austrian economics argue that the crisis is consistent with the
Austrian Business Cycle Theory, in which credit created through
the policies of central banking gives rise to an artificial boom,
which is inevitably followed by a bust; the monetary policy of
central banks creates excessive quantities of cheap credit by
setting interest rates below where they would be set by a free
market.
Feds kept interest rates very low for a long period of time to
blunt the recession of the early 2000s. The resulting mal
investment and over-consumption of investors and consumers
prompted the development of a housing bubble that
ultimately burst, precipitating the financial crisis

• Oil prices
Economist James D. Hamilton has argued that the
increase in oil prices in the period of 2007 through 2008
was a significant cause of the recession.
• Emigration
• A significant reverse migration of illegal immigrants from
the US back to Mexico began in 2006.
• Approximately 0.5 million dwellings have become
permanently vacant as a result of a reduction in the
illegal immigrant population.
• The greatest impact has been on the California
economy, where illegal immigrants comprise
approximately 1/3 of the total population.
• The reduced demand for housing created permanent
unemployment for hundreds of thousands of building
contractors, realtors, and mortgage brokers

• Overproduction
the root cause of the crisis is overproduction of goods
caused by globalization (and especially vast investments in
countries such as China and India by western multinational
companies over the past 15–20 years, which greatly
increased global industrial output at a reduced cost)
Professor Herman Daly suggests that it is a crisis of overgrowth
beyond sustainable ecological limits
References: http://en.wikipedia.org/wiki/Causes_of_the_Great_Recession

List of recessions in the United States
http://en.wikipedia.org/wiki/List_of_recessions_in_the_United_States

2. Land speculation and Its effects:
u Margin of production - lowers the margin of production
u Rent- It raises rent
u Wages and Interests - It lowers wages and interest

What are the consequences of
speculation?
•
•
•
•

higher rents,
urban sprawl,
pollution,
long commutes, etc.

Would you agree? Are there any examples in NYC?

What role does land play in speculation?
Henry George identifies land price fluctuations as the primary cause
of most business cycles.[32] The theory is generally ignored in most of
today's discussions of the subject[33] despite the fact that the two
great economic contractions of the last 100 years (1929–1933 and
2008–??) both involved speculative real estate bubbles.

George observed that :
• one of the factors that is absolutely necessary for all
production land
• has an inherent tendency to rise in price on an exponential
basis as the economy grows.
• The reason - the quantity of land (the stock of locations and
natural resources) is fixed, while its quality is improved due to
improvements such as transportation infrastructures and
economic development of the surroundings.
• Investors see this tendency as the economy grows and they
buy land ahead of the boom areas, withholding it from use in
order to take advantage of its increased value in the future.
• Because housing and commercial real estate provide
collateral for a large portion of lending, there is a tendency
for real estate prices to rise faster than the rate of inflation in
business cycle upswings.

• Speculation in land concentrates profits in landholders and diverts
economic resources to speculation in land, squeezing profits
away from production that has to occur on this land.
• In effect, land speculation creates a built-in supply shock, that
squeezes the economy just as economic output increases.
• This is a systemic retardation of the economy, placing a sharp
brake on further economic expansion.
• This shock to the economy occurs as long as there is land
speculation, creating an underlying tendency toward inflation
and recession late in the growth phase of the business cycle.

• Land speculation, according to George, is always the
cause of economic downturns. There are any number of
contributing causes; things like oil price shocks, consumer
confidence crises, international trade fluctuations, natural
disasters — but none of these things creates the underlying
weakness.
• Land speculation slows the economy in two ways. It
increases production costs by making land in general more
expensive (shifting the AS curve upward) as well as
decreasing productivity by denying access to the best
locations, shifting the AS curve to the left and lowering
"potential output”.
Ref: http://en.wikipedia.org/wiki/Business_cycle#cite_note-33

Remember the Factors of Production? The basic concept
for understanding the relationships in economics à
creation of WEALTH to satisfy à Human Desires?

Some interesting facts to consider when thinking
about wealth and the creation of wealth…

3. Common Property in Land
Common vs. Government Property?
Henry George that the purpose of government is to secure:
equal rights of all people
there can be no meaningful distinction between
common and government property.
The government's role is to administer the common
property of the peoplle
to hold certain areas off the market for public use
The only non-governmental common property is the
unclaimed frontier
No individual, corporation or government can
legitimately claim sovereign control over land
except in its just role of securing the equal rights of all
people...

Some quotes supporting common property in land:
Leviticus XXV: "The land shall not be sold forever; for the
land is Mine; for ye are strangers and sojourners with Me."
John Locke: "God hath given the world to men in common
... Yet every man has a property in his O\Nn person.
The labor of his body and the work of his hands are properly
his." (Civil Government)
William Blackstone: "The earth, therefore, and all things
therein, are the general property of all mankind ... from
the immediate gift of the Creator." (Commentaries on the
Laws of England)

Thomas Jefferson: "The earth belongs in usufruct to the
living ... The earth is given as a common stock for men to
labor and live on." (Letters to ]ames Madison)
Abraham Lincoln: "The land, the earth God gave to man
for his home, sustenance and support should never be the
possession of any man, corporation, society or unfriendly
government, any more than the air or water, if as much.
An individual, or company, or enterprise requiring land
should hold no more than is required for their home and
sustenance." (Lincoln and the Men of His Time by Robert
H. Browne)

4. The Remedy
To raise wages, increase the earnings of capital, give
employment to whoever wishes it:
1. Appropriate rent by taxation.
2. Abolish all taxation save that upon land values.

Adam Smith's Canons of Taxation:
The best tax by which public revenue can be raised is evidently
that which will closest conform to the following conditions:
1. That it bear as lightly as possible upon production - so as to least
check the general fund from which taxes must be paid and the
community maintained.
2. That is be easily and cheaply collected, and fall as directly as it
may upon the ultimate payers - so as to take from the people as
little as possible in addition to what it yields to the government.

3. That it be certain - so as to give the least opportunity for
tyranny or corruption on the part of officials, and the least
temptation to law breaking and evasion on the part of the
taxpayers.
4. That is bear equally - so as to give no citizen an advantage
or put any at a disadvantage, as compared with others.
Source: [P&P P 408]

http://www.henrygeorge.org/
rem2.htm

"left-wing" proposals call for society to achieve jus-tice by redistributing most
of the wealth. No dis- tinction is made between the sources of income (land,
labor or capital), and individuals control only a small portion of the wealth. In
most cases this en-tails a large measure of social control, and a "planned
economy."
"Right-wing" proposals hold that efficiency requires more wealth to remain in
private hands (also mak-ing no distinction between rent, wages and interest), and that society, or government, should only get the minimum it
needs for necessary. services, e.g., the role of "traffic cop." This implies leaving
the running of the economy to private interests.

"Middle-of-the-road" proposals seek a "balanced sys-tem" in the distribution
of wealth and power be-tween individuals and society - but make insufficient distinctions between earned and unearned in-comes, and do not
carefully define the proper spheres of society and the individual. The result
is a hodge- podge in which efficiency and justice always appear
to be at odds.
The Georgist proposal is different from all these ide-ologies in that it
makes a distinction between the unearned income of land (rent) and the
earned in-comes of labor and capital (wages and interest). Rent to society,
wages and interest to the individuals who earned them.

In the Georgist proposal, the proper
spheres of society and the individual are
clarified. The Georgist proposal achieves
the goal of "left-wingers" for security and
social action, but without restrictions on
liberty. It achieves the goal of "rightwingers" to attain freedom, but without
privilege and monopoly. And it achieves
a balanced system sought by "middle-ofthe-roaders," but in a just rather than
arbitrary way.

Pre-modern
Land value taxation has ancient roots, tracing back to after
the introduction of agriculture.
One of the oldest forms of taxation, it was originally based on
crop yield.
This early version of the tax required simply sharing the yield
at the time of the harvest, akin to paying a yearly rent.
Ancient China
Mencius was a Chinese philosopher who advocated for land
tax around 300 BCE.

Anne Robert Jacques Turgot:
§ believed that the wealth of
nations was derived solely from
the value of land agriculture or
land development.
§ called for the abolition of all
existing taxes, completely
free trade, and a single tax on
land;
§ they did not distinguish,
however, between intrinsic
value of land and ground rent.
§ also highly influential in the
early history of land taxation in
the United States.

Classical economists
It was Adam Smith, in his book The Wealth of Nations, who first
rigorously analyzed the effects of a land value tax:
•
•
•
•

•
•

•
•

pointing out how it would not hurt economic activity, and how it would not
raise land rents.
ground-rents are a still more proper subject of taxation than the rent of
houses.
A tax upon ground-rents would not raise the rents of houses.
It would fall altogether upon the owner of the ground-rent, who acts always
as a monopolist, and exacts the greatest rent which can be got for the use of
his ground.
In every country the greatest number of rich competitors is in the capital, and
it is there accordingly that the highest ground-rents are always to be found.
As the wealth of those competitors would in no respect be increased by a
tax upon ground-rents, they would not probably be disposed to pay more for
the use of the ground.
Whether the tax was to be advanced by the inhabitant, or by the owner of
the ground, would be of little importance.
The more the inhabitant was obliged to pay for the tax, the less he would
incline to pay for the ground; so that the final payment of the tax would fall
altogether upon the owner of the ground-rent.

— Adam Smith , The Wealth of Nations, Book V, Chapter 2, Article I: Taxes upon the Rent of Houses

Georgism

Henry George (September 2, 1839 – October 29, 1897) was perhaps the most famous
advocate of recovering land rents for public purposes.
An American journalist, politician and political economist, he advocated a "Single Tax"
on land that would eliminate the need for all other taxes.
In 1879 he authored Progress and Poverty, which significantly influenced land taxation
in the United States.

Meiji Restoration in Japan:
After the 1868 Meiji Restoration in Japan, Land Tax Reform
was undertaken.
A land value tax was implemented beginning in 1873.
By 1880 initial problems with valuation and rural
opposition had been overcome and rapid
industrialization was underway.
The period spanned from 1868 to 1912 and was
responsible for the emergence of Japan as a
modernized nation in the early twentieth
century.

Liberal and Labor Parties in the United Kingdom
In the United Kingdom, LVT was an important part of the platform
of the Liberal Party during the early part of the twentieth century:
David Lloyd George and H. H. Asquith proposed:
"to free the land that from this very hour is shackled with the
chains of feudalism.
It was also advocated by Winston Churchill early in his career.
support for the idea to a local form of land value taxation
The 1931 Labor budget included a land value tax, but before
it came into force it was repealed by the Conservativedominated National Government that followed shortly after

An attempt at introducing site value taxation in the administrative
County of London was made by the local authority under the
leadership of Herbert Morrison in the 1938–9 Parliament, called the
London Rating (Site Values) Bill. Although it failed, it sets out detailed
legislation for the implementation of a system of land value taxation
using annual value assessment…the Labor Party adopted the policy…
was repealed when the Labor government lost power in 1951

Canada
Land value taxes were common in Western Canada at the
turn of the twentieth century:
In Vancouver LVT became the sole form of municipal
taxation in 1910 under the leadership of mayor,
Louis D. Taylor.
Gary B. Nixon (2000) states that the rate never exceeded
2% of land value, too low to prevent the speculation
which led directly to the massive 1913 real estate crash.
All Canadian provinces now have moved back to taxing
improvements.

Existing tax systems:
A comprehensive and detailed survey of land value taxation around the
world was published in 2001.
Australia
The state of New South Wales levies a state land value tax. However
unlike council rates, farmland and a person's principal place of
residence are generally exempt and the state tax is only levied on value
over a certain threshold.
In New South Wales determination of land value, for tax purposes at a
state and local level, is the responsibility of the Valuer-General.
The cities of Sydney,Canberra, and others in Australia use LVT.
An in-depth study under the Chairmanship of Sir Gordon Chalk issued a
report[45] in 1986 on the subject of local taxation for the city of
Brisbane, Queensland. The report, which examined many alternative
means of local finance, sets out comprehensive and concise arguments
for LVT.
By revenue, property taxes represent 4.5% of total taxation in Australia.

United States
Main article: Land value tax in the United States:
Land value taxes are used in various jurisdictions of the
United States, particularly in the state of Pennsylvania.
In the late 19th century followers of Henry George
founded a single tax colony at Fairhope, AL.
Although the colony, now a nonprofit corporation, still
holds land in the area and collects a relatively small
ground rent, the land is still subject to all other state and
local taxes.[47]

Hong Kong
In Hong Kong:
• a government rent, formerly the crown rent, is levied in
addition to Rates.
• For properties which are located in the New Territories
(including New Kowloon), or located in the rest of the
territory and of which the land grant take place after 27
May 1985, the government rent is levied at 3% of the
rateable rental value.

Other countries
Pure LVT, apart from real estate or generic property taxation, is
used in Taiwan (Republic of China), Singapore, and Estonia.
Several cities around the world also use LVT. It has also been
used in Mexicali, Mexico.

Countries with active discussion:
Ireland
In 2010 the then government of the Republic of Ireland
announced that it would:
• introduce an LVT, beginning in 2013.
• However following a change in government in 2011 this
commitment has been weakened.
• The current, 2011 Programme for Government states only
that the government will "consider ...various options for a
site valuation tax". It continues "Any site valuation tax must
take into account the significant number of households in
mortgage distress and provide local government with a
reliable stream of revenue”.

Scotland
Since the turn of the new century, with devolution and the reestablishment of the Scottish Parliament, there has been interest
and political pressure in Scotland to introduce land value taxation:
• In February 1998 the pre-devolution UK government in
Scotland (the Scottish Office) launched a far-reaching
public consultation process on the broad question of land
reform.
• A survey of the record of the public response found that:
“excluding the responses of the lairds and their agents,
reckoned as likely prejudiced against the measure, 20% of
all responses favored the land tax” (12% in grand total,
without the exclusions).
• The government responded by announcing “a
comprehensive economic evaluation of the possible
impact of moving to a land value taxation basis”.

• However, in a welter of published Land Reform Action
Plans, concrete, positive public outcomes failed to
materialize.
• In 2000 the Parliament’s Local Government
Committee[58] held an inquiry into local government
finance. Its terms of reference explicitly included land
value taxation[59] but the Committee’s final report did
not comment on the system.[60]
• In 2003 the Scottish Parliament passed a resolution: “That
the Parliament notes recent studies by the
Scottish Executive and is interested in building on them by
considering and investigating the contribution that land
value taxation could make to the cultural, economic,
environmental and democratic renaissance of
Scotland.”[61]

• In 2004 a letter of support was sent from a group of
members of the Scottish Parliament to the organisers and
delegates of the IU’s 24th international conference being
held in Madrid—signed by members of the Scottish Green,
Socialist and Nationalist parties.
• The policy was considered in 2006 by banker Sir Peter Burt’s
government-appointed Scottish Local Government
Finance Review.
• The Review’s 2007 Report concludes that “although land
value taxation meets a number of our criteria, we question
whether the public would accept the upheaval involved
in radical reform of this nature, unless they could clearly
understand the nature of the change and the benefits
involved….
• We considered at length the many positive features of a
land value tax which are consistent with our
recommended local property tax [LPT], particularly its
progressive nature.”

• In 2009, Glasgow City Council resolved that it wished to
introduce a tax based on land values: “the idea could
become the blueprint for Scotland’s future local
taxation”
• The Council has agreed a “long term move to a local
property tax / land value tax hybrid tax”: its Local
Taxation Working Group also states that simple [nonhybrid] land value taxation should itself “not be
discounted as an option for local taxation reform: it
potentially holds many benefits and addresses many
existing concerns”.

United Kingdom
The Labor Land Campaign campaigns within the Labor party
and the broader Labor movement for :
• "a more equitable distribution of the Land Values that are
created by the whole community" through an annual tax
on land values.
• Its membership includes members of the British Labor
Party, Trade Unions and Cooperatives as well as
individuals.

The Liberal Democrats' ALTER (Action for Land Taxation and
Economic Reform) aims to improve the understanding of and
support for Land Value Taxation amongst members of the Liberal
Democrats; to encourage all Liberal Democrats to promote and
campaign for this policy as part of a more sustainable and just
resource based economic system in which no one is enslaved by
poverty; and to cooperate with other bodies, both inside and
outside the Liberal Democrat Party, who share these objectives
Courses in "Economics with Justice”with a strong foundation in
LVT are offered at the School of Economic Science, which has
historical links with the Henry George Foundation.
*Source: http://en.wikipedia.org/wiki/
Land_value_tax#Other_countries_2

Common Ground NYC
http://www.commongroundnyc.org/
Adventures around Murray Hill
http://www.commongroundnyc.org/murray.htm

How Do We Divide the Fruits of Labor?

"left-wing" proposals call for society to achieve jus-tice by redistributing most
of the wealth. No dis- tinction is made between the sources of income (land,
labor or capital), and individuals control only a small portion of the wealth. In
most cases this en-tails a large measure of social control, and a "planned
economy."
"Right-wing" proposals hold that efficiency requires more wealth to remain in
private hands (also mak-ing no distinction between rent, wages and interest), and that society, or government, should only get the minimum it
needs for necessary. services, e.g., the role of "traffic cop." This implies leaving
the running of the economy to private interests.

"Middle-of-the-road" proposals seek a "balanced sys-tem" in the distribution
of wealth and power be-tween individuals and society - but make insufficient distinctions between earned and unearned in-comes, and do not
carefully define the proper spheres of society and the individual. The result
is a hodge- podge in which efficiency and justice always appear
to be at odds.
The Georgist proposal is different from all these ide-ologies in that it
makes a distinction between the unearned income of land (rent) and the
earned in-comes of labor and capital (wages and interest). Rent to society,
wages and interest to the individuals who earned them.

In the Georgist proposal, the proper
spheres of society and the individual are
clarified. The Georgist proposal achieves
the goal of "left-wingers" for security and
social action, but without restrictions on
liberty. It achieves the goal of "rightwingers" to attain freedom, but without
privilege and monopoly. And it achieves
a balanced system sought by "middle-ofthe-roaders," but in a just rather than
arbitrary way.

a. The Effect on Production

b. The effect on the Distribution of Wealth
c. The Effect on Individuals and Classes
d. Changes in Society

a. The Effect on Production
The ADVANTAGES OF A SINGLE TAX on land become
increasingly clear the more they are considered:
- removing an immense weight from a powerful spring.
- hamper every type of exchange and every form of
industry.
- production would proceed at an unimaginable pace.
- would further increase land values, and create an even
bigger surplus for common purposes
- lift the whole enormous weight of taxation from
productive industry

The state currently tells producers: “The more you add to the
general wealth, the more you will be taxed.” The state should say:
• “Be as industrious, thrifty, and enterprising as you
choose. Keep your full reward.
• You won’t be fined for adding to the community’s
wealth”
• Let the individual producer keep all the direct benefits
of exertion
• Let the worker have the full reward of labor
• Give the capitalist the full return on capital
• The more labor and capital produce, the larger the
commonwealth in which all share
• The selling price of land would fall
• Land speculation would receive its death blow
• Land monopolization would no longer pay
• Millions of acres, where others are now shut out by high
prices would be abandoned or sold at trivial prices

b. The effect on the Distribution of Wealth:
All civilized countries have an unequal distribution of wealth that grows
steadily worse. The cause, we have found, is that ownership of land
provides greater and greater power to appropriate the wealth
produced by labor and capital as material progress goes on.
Wealth produced in every community would be divided into two
parts.
• One part would be distributed to individual producers—as
wages and interest—according to what each had
contributed to production.
• The other part—land rent collected as taxes—would go to
the community as a whole, rightly and justly so.
Wages and interest represent the result of individual effort.
Land rent represents the increased power that the
community, as a whole, provides to the individual.

Wages and interest are set by the margin of production—what
can be made on land with no rent. Labor and capital keep
only what is left after rent and taxes. Collecting rent through
taxes would virtually abolish private ownership in land, because
it would destroy speculative monopolization and reduce the
price of land.
• This would increase wages and interest, by opening
opportunities that are now monopolized.
• A new equilibrium would be established, with wages
and interest much higher.

Productivity increases with population, with labor saving
invention, with improved methods of exchange. These benefits
could no longer be monopolized. Any increase in rent arising
from these advances would benefit the whole community. All
would be richer, not just one class.

c. The Effect on Individuals and Classes:
We WOULD CONFISCATE RENT by placing taxes only on land. On
first hearing this, landholders are likely to be alarmed; small
farmers and homeowners will be told this would rob them of their
hard-earned property. But a moment’s reflection will show
something different though taxes on land will be higher, she will
be free from taxes on the house and improvements, on furniture
and personal property, and on all she and her family eat, drink,
and wear.

•
•
•
•
•

A single tax on land values would fall hardest not on agricultural districts, where
land is comparatively cheap, but on towns and cities, where prices are high.
Taxes, being levied on the value of bare land, would fall as heavily on unimproved
as improved land.
Acre for acre, the improved and cultivated farm—with its buildings, fences,
orchards, crops, and stock—would be taxed no more than unused land of equal
quality.
Thus, speculation would be reduced.
Destroying speculative land values would tend to diffuse population where it is too
dense, and concentrate it where it is too sparse.

• City tenements would give way to homes with gardens.
•
•
•
•

People in the country would share more of the economies and social life
of the city
Not only would wealth increase enormously it would be equally
distributed
wealth would be distributed in accordance to how much each
contributed
This would vary with the industry, skill, knowledge, or prudence of each
individual

§ would no longer concentrate in those who do not
produce, taken from those who do.
§ The idle rich would no longer lounge in luxury, while those
who actually produce settle for the barest necessities.
§ Any inequalities that continued to exist would be of
natural causes.
§ They would not be artificial inequalities, produced by
denial of natural law. The great cause of inequality—
monopoly of land—

d. Changes in Society:
• government could be vastly simplified
• administration of justice
• Wages would rise and everyone would be able to
make an easy and comfortable living
• The legislative, judicial, and executive functions of
government would be vastly simplified
• Society would approach the ideal of Jeffersonian
democracy; repressive government would be
abolished

Pre-modern
Land value taxation has ancient roots, tracing
back to after the introduction of agriculture.
Ancient China
Mencius was a Chinese philosopher who
advocated for land tax around 300 BCE.

Physiocrats

Anne Robert Jacques Turgot:
§ believed that the wealth of
nations was derived solely from
the value of land agriculture or
land development.
§ called for the abolition of all
existing taxes, completely
free trade, and a single tax on
land;
§ they did not distinguish,
however, between intrinsic
value of land and ground rent.
§ also highly influential in the
early history of land taxation in
the United States.

Classical economists
It was Adam Smith, in his book The Wealth of Nations, who first
rigorously analyzed the effects of a land value tax:
•
•
•
•

•
•

•
•

pointing out how it would not hurt economic activity, and how it would not
raise land rents.
ground-rents are a still more proper subject of taxation than the rent of
houses.
A tax upon ground-rents would not raise the rents of houses.
It would fall altogether upon the owner of the ground-rent, who acts always
as a monopolist, and exacts the greatest rent which can be got for the use of
his ground.
In every country the greatest number of rich competitors is in the capital, and
it is there accordingly that the highest ground-rents are always to be found.
As the wealth of those competitors would in no respect be increased by a
tax upon ground-rents, they would not probably be disposed to pay more for
the use of the ground.
Whether the tax was to be advanced by the inhabitant, or by the owner of
the ground, would be of little importance.
The more the inhabitant was obliged to pay for the tax, the less he would
incline to pay for the ground; so that the final payment of the tax would fall
altogether upon the owner of the ground-rent.

— Adam Smith , The Wealth of Nations, Book V, Chapter 2, Article I: Taxes upon the Rent of Houses

Georgism

Henry George (September 2, 1839 – October 29, 1897) was perhaps the most famous
advocate of recovering land rents for public purposes.
An American journalist, politician and political economist, he advocated a "Single Tax"
on land that would eliminate the need for all other taxes.
In 1879 he authored Progress and Poverty, which significantly influenced land taxation
in the United States.

Meiji Restoration in Japan:
After the 1868 Meiji Restoration in Japan, Land Tax Reform
was undertaken.
A land value tax was implemented beginning in 1873.
By 1880 initial problems with valuation and rural
opposition had been overcome and rapid
industrialization was underway.
The period spanned from 1868 to 1912 and was
responsible for the emergence of Japan as a
modernized nation in the early twentieth
century.

Liberal and Labor Parties in the United Kingdom
In the United Kingdom, LVT was an important part of the platform
of the Liberal Party during the early part of the twentieth century:
David Lloyd George and H. H. Asquith proposed:
"to free the land that from this very hour is shackled with the
chains of feudalism.
It was also advocated by Winston Churchill early in his career.
support for the idea to a local form of land value taxation
The 1931 Labor budget included a land value tax, but before
it came into force it was repealed by the Conservativedominated National Government that followed shortly after

An attempt at introducing site value taxation in the
administrative County of London was made by the local
authority under the leadership of Herbert Morrison in the 1938–9
Parliament, called the London Rating (Site Values) Bill.
Although it failed, it sets out detailed legislation for the
implementation of a system of land value taxation using
annual value assessment.
After 1945, the Labor Party adopted the policy, against the
opposition of a substantial body of MPs, of attempting to
collect "development value": the increase in land price arising
from planning consent. This was one of the provisions of the
Town and Country Planning Act 1947 and it was repealed
when the Labor government lost power in 1951

Canada
Land value taxes were common in Western Canada at the
turn of the twentieth century:
In Vancouver LVT became the sole form of municipal
taxation in 1910 under the leadership of mayor,
Louis D. Taylor.
Gary B. Nixon (2000) states that the rate never exceeded
2% of land value, too low to prevent the speculation
which led directly to the massive 1913 real estate crash.
All Canadian provinces now have moved back to taxing
improvements.

Existing tax systems:
A comprehensive and detailed survey of land value taxation
around the world was published in 2001.
Australia

The state of New South Wales levies a state land value tax. However unlike
council rates, farmland and a person's principal place of residence are
generally exempt and the state tax is only levied on value over a certain
threshold.
In New South Wales determination of land value, for tax purposes at a state
and local level, is the responsibility of the Valuer-General.
The cities of Sydney, Canberra, and others in Australia use LVT.

An in-depth study under the Chairmanship of Sir Gordon Chalk issued a
report in 1986 on the subject of local taxation for the city of
Brisbane, Queensland. The report, which examined many alternative
means of local finance, sets out comprehensive and concise arguments for
LVT.
By revenue, property taxes represent 4.5% of total taxation in Australia.

United States
Land value taxes are used in various jurisdictions of the
United States, particularly in the state of Pennsylvania.
In the late 19th century followers of Henry George
founded a single tax colony at Fairhope, AL.
Although the colony, now a nonprofit corporation, still
holds land in the area and collects a relatively small
ground rent, the land is still subject to all other state and
local taxes.

Other countries
Pure LVT, apart from real estate or generic property taxation, is
used in Taiwan (Republic of China), Singapore, and Estonia.
Several cities around the world also use LVT. It has also been
used in Mexicali, Mexico.

Ireland
In 2010 the then government of the Republic of Ireland
announced that it would:
• introduce an LVT, beginning in 2013.
• However following a change in government in 2011 this
commitment has been weakened.
• The current, 2011 Program for Government states only
that the government will "consider ...various options for a
site valuation tax". It continues "Any site valuation tax must
take into account the significant number of households in
mortgage distress and provide local government with a
reliable stream of revenue”.

Scotland
Since the turn of the new century, with devolution and the reestablishment of the Scottish Parliament, there has been interest
and political pressure in Scotland to introduce land value taxation:
•
•

•

In February 1998 the pre-devolution UK government in Scotland
(the Scottish Office) launched a far-reaching public consultation
process on the broad question of land reform.
In 2000 the Parliament’s Local Government Committee held an
inquiry into local government finance. Its terms of reference
explicitly included land value taxation but the Committee’s final
report did not comment on the system.
In 2003 the Scottish Parliament passed a resolution: “That the
Parliament notes recent studies by the Scottish Executive and is
interested in building on them by considering and investigating the
contribution that land value taxation could make to the cultural,
economic, environmental and democratic renaissance of
Scotland.”

• In 2009, Glasgow City Council resolved that it wished to
introduce a tax based on land values: “the idea could
become the blueprint for Scotland’s future local
taxation”
• The Council has agreed a “long term move to a local
property tax / land value tax hybrid tax”: its Local
Taxation Working Group also states that simple [nonhybrid] land value taxation should itself “not be
discounted as an option for local taxation reform: it
potentially holds many benefits and addresses many
existing concerns”.

United Kingdom
The Labor Land Campaign campaigns within the Labor party and the broader
Labor movement for :
• "a more equitable distribution of the Land Values that are created by the
whole community" through an annual tax on land values.
The Liberal Democrats' ALTER (Action for Land Taxation and Economic Reform) aims
to improve the understanding of and support for Land Value Taxation amongst
members of the Liberal Democrats; to encourage all Liberal Democrats to promote
and campaign for this policy as part of a more sustainable and just resource based
economic system in which no one is enslaved by poverty; and to cooperate with
other bodies, both inside and outside the Liberal Democrat Party, who share these
objectives
Courses in "Economics with Justice” with a strong foundation in LVT are offered at
the School of Economic Science, which has historical links with the Henry George
Foundation.

*Source: http://en.wikipedia.org/wiki/Land_value_tax#Other_countries_2

1. What is wealth? How is it created and increased?
2. Trace the root causes of the business cycle and social ills
such as
unemployment and poverty.
3. Learn why the earth’s natural resources are fundamentally
different from the wealth people create.
4. See how to raise incomes and encourage responsible
development.

Why did George write Progress and Poverty?
Progress and Poverty, Published in 1880
Natural Resources? Land?
“We have reached the deplorable circumstance where in large measure a very
powerful few are in possession of the earth's resources, the land and its riches and all
the franchises and other privileges that yield a return. These positions are maintained
virtually without taxation; they are immune to the demands made on others. The very
poor, who have nothing, are the object of compulsory charity. And the rest -- the
workers, the middle-class, the backbone of the country -- are made to support the lot
by their labor...
Taxation?
We are taxed at every point of our lives, on everything we earn, on everything we save,
on much that we inherit, on much that we buy at every stage of the manufacture and
on the final purchase. The taxes are punishing, crippling, demoralizing. Also they are, to
a great extent, unnecessary.
Government?
But our system, in which state and federal taxes are interlocked, is deeply entrenched
and hard to correct. Moreover, it survives because it is based on bewilderment; it is
maintained in a manner so bizarre and intricate that it is impossible for the ordinary
citizen to know what he owes his government except with highly paid help. We support
a large section of our government (the Internal Revenue Service) to prove that we are
breaking our own laws. And we support a large profession (tax lawyers) to protect us
from our own employees. College courses are given to explain the tax forms which
would otherwise be quite unintelligible.” from HGS website

How do we measure it? Is there a connection to wealth?
- Access to Employment?
- Access to affordable Housing?
- Access to Healthcare?
- Access to education?
- Access to commerce?
- Technology?
- Governmental structure: Democratic?

What is basis by which we measure it? Or quantify it? Is there a connection to
wealth? Is it by a definition based on country or region of the world? Does it tell
whether or not a society is just?
-Unemployment?
-lack of healthcare?
-lack of housing?
- lack of education?
-lack of commerce?
- lack of technology?
- government: dictatorship?

Upon examination, we find:

1. that the explanation is not that we have insufficient capital or
low productive capacity;

2. nor that there are too many people in relation to the world's
resources.
Malthus theory is the doctrine that poverty is due to the pressure
of population against subsistence, or, to put it in its other form,
the doctrine that the tendency to increase in the number of
laborers must always tend to reduce wages to the minimum
which laborers can reproduce. [P&P P101]
3. Poverty cannot be explained by an incapacity to produce
sufficient wealth

Economic Axioms (self-evident truths)
• People seek to satisfy their desires with the least exertion.
• Human desires are unlimited.

We therefore turn to the laws of
distribution for an answer

In studying these laws we find that wages and interest rise
and fall together with the margin of production; and that
rent rises and falls inversely as the margin falls and rises.
1. Interest - the return to capital, which is a form of human
exertion - tends to be equally attractive with wages,
2. just as wages tend to be equally attractive with those
available in comparable alternative occupations.
3. As civilization advances and land becomes more
valuable, rent increases and is privately appropriated.

This lowers the proportionate return of wealth going to labor
and capital as wages and interest. The anticipated increase of
rent leads to land speculation which holds land out of use and
further increases rent at the expense of wages and interest.
Land speculation pushes the price of land to the point where it
is no longer profitable for labor and capital to continue
producing, and a stoppage of production occurs. Though there
are other proximate causes, this is the basic cause of
depressions and of the mal-distribution of wealth.

To remedy this situation and to raise real wages we look at
how the fruits should be divided:

1. we must eliminate land monopoly and land speculation.
2.The most effective way to do this is by community collection of
rent (land value taxation) and abolition of all other taxes.
3.This proposal is further justified by the fact that land values are
produced by the growth and activities of the community as a whole,
not by the efforts of landowners.
4. The rent of land properly belongs to the community to defray
communal expenses.
5. Abolition of taxes on labor and the products of full fruits of their
toil.

Adoption of this proposal (called the "single tax") would
greatly encourage:

With equal economic opportunities open to all, with people
associating in equality, society would be elevated to new
heights economically, intellectually and morally.
WHAT, THEN, IS THE LAW OF HUMAN PROGRESS?

This law not only describes how civilization advances –
§

1. it must also account for arrested, decayed, and
destroyed civilizations.

§ 2. Since mankind presumably started with the same
capacities at the same time, it must explain the great
disparity in social development that now exists.
§ 3. It must account for regression, as well as
progression; for different rates of progress; and for the
bursts and starts and halts.
§ 4. In short, it must tell us what the essential conditions
of progress are -- and which social arrangements
advance it and which retard it.

People progress by cooperating with each other to
increase:
• the mental power that may be devoted to
improvement.
• However, as conflict is provoked, or as inequality (of
power or condition) develops, this tendency is
lessened, checked, and finally reversed.
• The rate of development will depend on the resistance
it meets.
• Obstacles may be external and internal.
• In earlier stages of civilization, external forces tend to
be greater. Internal obstacles grow more important in
later stages.

This tendency to resist innovation, even though it is
improvement, is observable in every social organization - in
religion, in law, in medicine, in science, in trade guilds, and it
becomes intense, just as the organization is close. [P&P P519]
Association frees mental power for improvement. Equality
keeps this power from dissipating in fruitless struggles.
We thus arrive at our law:

The law that can explain:
1. all diversities,
2. all advances,
3. all halts, and
4. all retrogressions.

Some philosophical reasoning about a just society:
Where Liberty rises:
• there virtue grows,
• wealth increases,
• knowledge expands,
• invention multiplies human powers and in strength and
spirit the freer nation rises among her neighbors.
Where Liberty sinks:
• there virtues fade,
• wealth diminishes,
• knowledge is forgotten,
• invention ceases and empires once mighty in arms and
arts become helpless prey to freer barbarians.

And so we end with: Liberty calls to us again…
It is not enough that men and women should vote;
it is not enough that they should be theoretically equal
before the law.
They must have liberty to avail themselves of the
opportunities and means of life;
they must stand on equal terms with reference to the
bounty of nature.

This is the universal law.
This is the lesson of the centuries.
Unless its foundations be laid in justice the social structure
of the United States or any other country cannot stand.

