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Foreword

THE HENRY GEORGE Program at St. John’s University originated in
1981 with a grant from the Robert Schalkenbach Foundation that
established the Henry George Chair in our College of Business
Administration. Mr. Thomas Larkin, a member of the Foundation’s
Board of Directors and the St. John’s University Board of Trustees,
was instrumental in arranging the grant.

The Foundation’s objective was to disseminate knowledge
about the ideas of Henry George, the 19%-century economist and
social reformer. George was appalled at the persistence of great
poverty in the midst of the unparalleled economic progress
brought about by industrialization. By utilizing the tools of eco-
nomics, he sought to find an explanation for this phenomenon
and a solution to it. His thinking was presented in the book Prog-
ress and Poverty. Originally published in 1879, it is one of the
most widely sold books in history and has been translated into
many languages. Progress and Poverty was followed by several
other books, articles, and speeches that developed his ideas more
extensively. Among these were Protection or Free Trade, The Sci-
ence of Political Economy, and Social Problems.

According to George, the cause of poverty amidst abundance
was due to monopoly in land ownership and land speculation. As
a society grows, land values appreciate. The poor suffer because
of higher rents and the withdrawal of land from productive use for
speculative reasons. George characterized this return to land as an
unearned increment, that is, the increased land values are not due
to the productive efforts of the landowner but to the progress of
society. Thus, he called for a tax on land values to the exclusion of
all other taxes. The revenues from such a land-value tax, George
believed, would be sufficient to fund all necessary municipal pub-
lic services. Moreover, land held for speculation would be re-
turned to productive use, thereby increasing employment oppor-
tunities for the working classes. In an effort to implement his
theories, George ran for mayor of New York City, without success,
in 1886 and 1896.
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X The Path to Justice

Each semester, an economist of national or international stature
presents the Henry George Lecture. Over the years, the lecture
series, which is open to the general public as well as the academic
community, has featured seven current or subsequent winners of
the Nobel Prize in Economic Science. These are James Buchanan,
Wassily Leontieff, Gary Becker, Merton Miller, Lawrence Klein,
Douglass North, and William Vickrey. The Lectures have ad-
dressed a variety of Georgist concerns such as land-value taxation,
public finance, free markets and free trade, private property, and
economic reform.

In addition to the lecture series, the Program has sponsored a
number of related events. These have included faculty seminars, a
scholarly paper competition, an occasional paper series, and
alumni breakfasts with the speaker. The essays in this volume by
Aslanbeigui and Wick, Martin, and Shapiro were winners of schol-
arly paper competitions. Since 1988, most of the lectures have
been videotaped and are available in the Media Center of the Uni-
versity Library. This book provides the highlights of our Program.

On behalf of St. John’s University, I would like to thank Drs.
Nicolaus Tideman and C. Lowell Harris, current and past presi-
dents of the Robert Schalkenbach Foundation, as well as the
Foundation’s past Executive Directors, Ted Gwartney and Dr. Os-
car Johannsen. Their long-term support has been critical in sus-
taining the high quality of this endeavor. Also, Dr. Mason Gaffney
of the Foundation’s publication committee should be acknowl-
edged for his efforts in making this volume a reality. My predeces-
sor in the Chair, Dr. Northrup Buechner, deserves credit for put-
ting the Program on solid ground and establishing its reputation in
the academic community. Jerry D. Jean-Pierre, my former graduate
research assistant, introduced me to the wonders of scanning and
was instrumental in putting the articles in electronic form. Finally, I
must commend co-editor Cliff Cobb who handled the bulk of the
editorial responsibilities and did so in a highly focused and crea-
tive manner.
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Foreword xi

In each essay in this volume, the views expressed are those of
the author and not necessarily those of any organization with
which he or she is associated.

Joseph A. Giacalone, Ph.D.
Henry George Chair
St. John’s University, NY
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Introduction

OF THE MORE than thirty presentations in the Henry George lecture
series and the winners of the Henry George Essay Prize sponsored
by St. John’s University (New York), thirteen were chosen for this
volume. They were selected on the basis of their contribution to
the Georgist intellectual tradition. The range of ideas within that
tradition is sufficiently broad that it has yet to acquire a label that
fully encompasses it. It contains strands of the prophetic elements
in the Bible, the Natural Law tradition associated with Grotius,
Pufendorf, Locke, and others, a blend of individualism and social-
ity similar to that of the Scottish Enlightenment, the Jeffersonian
concept of democracy as rooted in a culture of small proprietors,
and the forms of American frontier pietism that emphasized egali-
tarian social reform.

Since Henry George was no mere syncretist, he did not pas-
sively absorb ideas and patch them together. He was an original
thinker in his own right. His most enduring intellectual contribu-
tion was his analysis of the role that location rents play in urban-
industrial society and the damage caused by allowing that socially-
created value to be collected for private benefit. From that core
insight, he derived: 1) a theory of history that denied the inevita-
bility of progress, 2) a doctrine of free trade more nuanced than
most neo-liberal arguments of our own day,! 3) a sociological
analysis based on the concept of “association in equality,” 4) an
analysis of the role of synergy in economics that contradicts the
“no free lunch” dogma of modern theorists, and 5) a theory of
rent-seeking, interest group behavior that partially explains the
failure of public institutions (government agencies). Each of those
ideas was a remarkable advance over the prevailing beliefs in the
late 19* century. Some of them have not yet been developed more
fully than George did.

There are many lines of inquiry that are in keeping with the
concerns of Henry George. Not all of them fall within the confines
of the discipline of economics. This book is divided into five cate-
gories that correspond with some of the elements present in
George’s own writing: history of thought, public policy implica-
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Xiv The Path to Justice

tions, international trade, philosophy of justice (ethics), and relig-
ious foundations of a social philosophy.

In Section 1, the three essays by Mr. Johannsen, Prof. Yeager,
and Prof. Aslanbegui and Ms. Wick deal with the history of ideas.
Oscar B. Johannsen and Leland B. Yeager, in separate essays, dis-
cuss the relationship between Henry George and the Austrian
School of economic thought. Johannsen analyzes similarities and
differences between the two, yet emphasizes their contrasting
views about property rights in land, the nature of the primary
cause of poverty, and the business cycle. Yeager, by contrast,
scarcely touches on the difference between George and the Aus-
trians. Instead, he focuses on their commonalities in value theory,
the derivation of money, planned and unplanned order, the cri-
tique of socialism, methodological individualism, and the impor-
tance of personal liberty. The essay by Nahid Aslanbeigui and
Adele Wick analyzes the debate between George and Alfred Mar-
shall, one of the key figures in the formulation of neo-classical
economics. Rather than taking sides in the debate, Aslanbeigui and
Wick simply try to clarify where the differences lay and why
George and Marshall tended to talk past each other.

In Section 2, Profs. Gaffney, Vickrey, and Netzer discuss some of
the public policy implications of adopting Henry George’s pro-
posal to appropriate the full annual value of locations, particularly
urban sites, for public use. Mason Gaffney describes how public
collection of ground rent or land value could revive dying cities
and blighted neighborhoods. He explains how rent is created as a
positive spillover of urban activities, how it is often dissipated
through unwise policies, and how cities could achieve an urban
renaissance if they would collect the economic surplus that is their
due. Nobel Laureate William S. Vickrey discusses the optimal
method by which cities should finance their public services: by
charging each user the marginal cost and by collecting ground
rent (land value charges) to cover the remaining, mostly fixed,
costs. He uses postal service and public transit as examples. Dick
Netzer asks “why, given the virtues of land value taxation, has
there been so little success in persuading governments to adopt
it?” He provides some possible answers to that question as well as
an overview of the research that might make the case more per-
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Introduction b:4%

suasive: mostly research on implementation issues related to re-
form of property assessment and the taxation of land values.

In Section 3, Profs. Martin and Moss analyze the contribution
made by Henry George and others to the long-standing debate
over free trade. Thomas L. Martin discusses Henry George’s per-
sonal engagement in tariff politics during the 1880s as well as the
actual content of George’s critique of protectionism. He then
shows how George’s analysis of how tariffs harmed labor antici-
pated the current Stolper-Samuelson theory of how protectionism
leads to the overuse of a society’s scarcest resources and underuse
of the most abundant ones. Laurence S. Moss explains why, in a
world of growing intolerance, free trade should be understood as
a gospel of human harmony, to be preached anew in every gen-
eration, not merely a method of achieving narrow economic goals.
He discusses the factors that motivated both Henry George and
Paul Krugman to become advocates of this broader view of trade
liberalization.

In Section 4, Profs. Tideman and Buchanan address philosophi-
cal issues related to the nature of a just society. Nicolaus Tideman
considers the definition of justice put forward in various traditions
in political philosophy: conservatism, majoritarianism, contractari-
anism, and egalitarianism. Finding all of them wanting in some
way, he concludes that true justice, which leads to peace, can be
found in the liberal philosophy of self-ownership in combination
with an obligation to share equally all natural opportunities. Nobel
Laureate James M. Buchanan raises an unusual and interesting
question about justice, which implicitly challenges the principle of
self-ownership relied on by Tideman: is it ethical for those with
special skills to loaf? He concludes, contrary to accepted eco-
nomic theory, that it is not, which implies that people do not en-
tirely own themselves.

In Section 5, Profs. Andelson and Dawsey, and Rabbi Shapiro
find in Henry George’s thought echoes of the biblical prophets
and a new basis for liberation theology. Robert V. Andelson’s lec-
ture is homiletic in tone and content. He considers how justice,
individual rights, trusteeship, equality, and other political and legal
concepts flow logically from the premise that God is the ultimate
owner of the earth. which he sees as the spiritual principle that
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xvi The Path to Justice

underlies Henry George’s insights. James M. Dawsey shows how
Henry George’s thought is compatible with the tenets of liberation
theology. Both regard social structures, particularly those associ-
ated with land ownership, as unjust, and both believe that oppres-
sive structures can be changed. Aharon H. Shapiro presents the
parallels between Mosaic reforms and the thought of Henry
George, who himself admired Moses as a revolutionary leader, a
political reformer, and a social reformer. He adds that George was
particularly impressed by the virtues of the Sabbath, the Sabattical
years and the Jubilee year, all forms of restoring justice and order
in the world.

There is far more to Henry George than the “Single Tax,” the
idea for which he is best remembered. The public collection of
land values is indeed the key to George’s thought, for it provides
an instrument that resolves enigmas such as how to achieve social
equity and economic efficiency simultaneously—a possibility still
ignored by most economists. George himself was less interested in
particular policy instruments (community collection of land-rent
or free trade) than he was in creating a civilization based on liberty
and justice. Far more work needs to be done before scholars have
begun to plumb the depths of his thought in this regard. By
branching out in many directions, the essays in this volume go a
long way toward revealing the breadth of understanding that
made Henry George one of the wisest social thinkers in world
history.

Note

1. Briefly, George hoped to persuade governments to capture land
values as their primary source of revenue by showing the folly of using
tariffs.

Clifford W. Cobb
Sacramento, California
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HISTORY OF THOUGHT
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Henry George and Austrian
Economics

By LELAND B. YEAGER*

HENRY GEORGE HAS been widely pigeonholed and dismissed as a
single-taxer. Actually, he was a profound and original economist.
He independently arrived at several of the most characteristic in-
sights of the “Austrian” School, which is enjoying a revival nowa-
days. Yet George scorned the Austrians of his time, and their
present-day successors show scant appreciation of his work. An
apparent lapse in intellectual communication calls for repair.

Austrian Economics

THE AUSTRIAN SCHOOL traces to the work of Carl Menger, one of the
leaders of the marginal-utility revolution of the 1870s, and his fel-
low-countrymen, Eugen von Bohm-Bawerk and Friedrich von
Wieser. Notable contributors of a later generation include Ludwig
von Mises, F. A. Hayek, and Ludwig Lachmann, each of whom
worked first in Austria or Germany and later in the United States,
and also the American Frank A. Fetter. In a still later generation,
eminent Austrians—the word no longer carries any implications
about nationality or mother tongue—include Murray Rothbard and
Israel Kirzner. Some eminent young members of the school are
Dominick Armentano, Gerald O’Driscoll, Mario Rizzo, Steven Lit-
tlechild, and Karen Vaughn; and apologies are in order for not
extending the list further.!

What follows is an impression of the leading characteristics of
Austrian economics.

*Ludwig von Mises Distinguished Professor Emeritus of Economics, Auburn Uni-
versity, Alabama. This article derives from a talk given at St. John’s University, Ja-
maica, New York, on 29 March 1982. I am indebted to my hosts there, and
particularly to Professor M. Northrup Buechner, for suggestions and encourage-
ment.
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4 The Path to Justice

(1) Austrians are concerned with the big picture—with how a
whole economic system functions. They avoid tunnel vision; they
do not focus too narrowly on the administration of the individual
business firm and the individual household. They investigate how
the specialized activities of millions of persons, who are making
their decisions in a decentralized manner, can be coordinated.
These diverse activities are interdependent; yet no particular
agency takes charge of coordinating them, and none would be
competent to do so. The relevant knowledge—about resources,
technology, human wants, and market conditions—is inevitably
fragmented among millions, even billions, of separate human
minds.

(ii) Austrians take interest in how alternative sets of institutions
can function. Von Mises in particular, and later Hayek, demon-
strated the impossibility of economic calculation—scheduling of
economic activities in accordance with accurate assessment of
values and costs—under socialism. Centralized mobilization of
knowledge and planning of activities is admittedly conceivable. In
a Swiss Family Robinson setting, the head of the family could sur-
vey the available resources and technology and the capabilities
and needs and wants of family members and could sensibly de-
cide on and monitor production and consumption in some detail.
In a large, modern economy, however, sensible central direction
is not possible. Austrians are alert to possibilities of unplanned
order and to what Hayek (1967) has called “the results of human
action but not of human design.” They investigate how the market
and prices function as a vast communications system and com-
puter, transmitting information and incentives and so putting to
use scattered knowledge that would otherwise necessarily go to
waste.

(iii) Not only do Austrians appreciate the implications of incom-
plete, imperfect, and scattered knowledge; they also appreciate
the implications of change, uncertainty, and unpredictability in
human affairs. They take these facts of reality seriously not only in
confronting supposed theoretical and econometric models of the
economy but also in assessing alternative sets of institutions and
lines of policy.
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Yeager on George and Austrian Economics 5

(iv) In connection with the implications of fragmented know-
ledge, change, and unpredictability, Austrians pay attention to dis-
equilibrium, process, and entrepreneurship. While not totally
scornful of elaborate analysis of the properties of imaginary equi-
librium states and of comparative-static analysis, they recognize
how incomplete a contribution such analyses can make to the un-
derstanding of how economic systems function. They do not sup-
pose, for example, that cost curves and demand curves are
somehow “given” to business decisionmakers. On the contrary,
one of the services of the competitive process is to press for dis-
covery of ways to get the cost curves down—if one adopts such
terminology at all. Austrians tend to accept the concept of X-
efficiency? and to appreciate the role of competition in promoting
it. Far from being an ideal state of affairs with which the real world
is to be compared—unfavorably—competition is seen as a proc-
ess. Entrepreneurs play key roles in that process; they are men and
women alert to opportunities of advantageously undertaking new
activities or adopting new methods.

(v) As already implied, Austrians have certain methodological
predilections. They are unhappy with the tacit view of economic
activity as the resultant of interplay among objective conditions
and impersonal forces. They are unhappy with theorizing in terms
of aggregates and averages (real GNP, the price level, and the
like). They take pains to trace their analyses back to the percep-
tions, decisions, and actions of individual persons: methodological
individualism is a key aspect of their approach. Austrians recog-
nize introspection as one legitimate source of the facts underpin-
ning economic theory. They emphasize subjectivism: not only do
personal tastes help determine the course of economic activity,
but even the objective facts of resources and technology operate
only as they are filtered through the perceptions and evaluations
of individuals. Insofar as Austrians recognize macroeconomics as a
legitimate topic at all, they are concerned to provide it with micro-
economic underpinnings.

(vi) Although Austrians like to think of their economics as value-
free and although some of them, at least, emphasize that it is not
logically linked with any particular policy position, Austrian in-
sights into positive economics, coupled with plausible value
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6 The Path to Justice

judgments of a humanitarian and individualistic nature, undenia-
bly do tend toward a particular policy postion—nonintervention-
istic, laissez-faire, libertarian. More about this later.

George’s Independence

I SHALL TRY to show Henry George’s affinities with the Austrians by
citing passages from his writings. The demonstration proceeds
from partial agreement on theoretical points to agreement on
major questions. First, however, we should note George’s misun-
derstanding of and even scorn for the Austrians of his time, sug-
gesting that his Austrian-like insights were original with him.3
George did not understand the marginal revolution in value the-
ory that was getting under way in the last decades of his life. He
regretted that “the classical school’ of political economy” seemed
to have been abandoned:

What has succeeded is usually denominated the Austrian school, for
no other reason that I can discover than that “far kine have long horns.”
If it has any principles, I have been utterly unable to find them. The in-
quirer is usually referred to the incomprehensible works of Professor
Alfred Marshall of Cambridge, England ... . ; to the ponderous works of
Eugen V. Bohm-Bawerk, Professor of Political Economy, first in Inns-
bruck and then at Vienna ... or to a lot of German works written by
men he never heard of and whose names he cannot even pronounce.

This pseudo-science gets its name from a foreign language, and uses
for its terms words adapted from the German—words that have no
place and no meaning in an English work. It is, indeed, admirably cal-
culated to serve the purpose of those powerful interests dominant in
the colleges ... that must fear a simple and understandable political
economy, and who vaguely wish to have the poor boys who are sub-
jected to it by their professors rendered incapable of thought on eco-
nomic subjects.*

Later, as quoted below, George complains about the “grotesque
confusions” of the Austrian School.

The Austrians, for their part, have not adequately appreciated
George. Bohm-Bawerk criticized the natural-fructification theory
of interest presented in Progress and Poverty, apparently unaware
of the advance (discussed below) that George achieved in The
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Yeager on George and Austrian Economics 7

Science of Political Economy.’ Among present-day Austrians,
Murray Rothbard shows the greatest acquaintance with George’s
writings, or some of them. (For example, he recognizes George as
a free-trader and applauds his “excellent discussion” of the dis-
tinction between patents and copyrights.) Yet Rothbard is mostly
concerned with what he considers the unsatisfactory moral and
economic arguments used in favor of the single tax.® With the
Austrians as with other present-day economists, George’s reputa-
tion does seem to suffer from his being pigeonholed as a propa-
gandist for dubious reforms.

Value Theory:
Subjectivism, Productivity, and Time

GEORGE HELD A kind of labor-in-exchange or exertion-saved theory
of value, following Adam Smith, but not a Marxian labor-cost the-
ory (SPE:212-56, 503). Still, he had some Austrian-like subjectivist
insights:

... the value of a thing in any time and place is the largest amount of
exertion that any one will render in exchange for it; or to make the es-
timate from the other side, . .. it is the smallest amount of exertion for
which any one will part with it in exchange.

Value is thus an expression which, when used in its proper economic
sense of value in exchange, has no direct relation to any intrinsic qual-
ity of external things, but only to man’s desires. Its essential element is
subjective, not objective; that is to say, lying in the mind or will of man,
and not lying in the nature of things external to the human will or mind.
There is no material test for value. Whether a thing is valuable or not
valuable, or what may be the degree of its value, we cannot really tell
by its size or shape or color or smell, or any other material quality, ex-
cept so far as such investigations may enable us to infer how other men
may regard them. . ..

Now this fact that the perception of value springs from a feeling of
man, and has not at bottom any relation to the external world—a fact
that has been much ignored in the teachings and expositions of ac-
cepted economists—is what lies at the bottom of the grotesque confu-
sions which, under the name of the Austrian school of political
economy, have within recent years so easily captured the teachings of
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8 The Path to Justice

pretty much all the universities and colleges in the English-speaking
world. (SPE:251-52)

George goes on to say that the Austrians have drawn wrong infer-
ences from

... the truth that value is not a quality of things but an affectation of the
human mind toward things. . ..

What is subjective is in itself incommunicable. A feeling so long as it
remains merely a feeling can be known only to and can be measured
only by him who feels it. It must come out in some way into the objec-
tive through action before any one else can appreciate or in any way
measure it. . . .

[Wihat value determines is not how much a thing is desired, but how
much any one is willing to give for it; not desire in itself, but . . . the de-
sire to possess, accompanied by the ability and willingness to give in
return.

Thus it is that there is no measure of value among men save competi-
tion or the higgling of the market, a matter that might be worth the con-
sideration of those amiable reformers who so lightly propose to abolish
competition.

It is never the amount of labor that has been exerted in bringing a
thing into being that determines its value, but always the amount of la-
bor that will be rendered in exchange for it. (SPE:252-53)

Actually, George and the Austrians were not as far apart as he
thought when alleging “grotesque confusions.” Admittedly,
though, some present-day Austrians do invite misunderstanding
by insisting that value in general, as well as the interest rate in par-
ticular, is entirely a subjective phenomenon, instead of being de-
termined—as of course it is—by interaction between objective
reality and subjective perceptions and appraisals.

The valid subjective element in George’s doctrine also appears
in his recognition that wealth can be produced not only (1) by
physically shaping things and (2) by growing things but also (3)
by exchanging things:

[This third mode of production consists in the utilization of a power or
principle or tendency manifested only in man, and belonging to him by
virtue of his peculiar gift of reason. . . .
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Yeager on George and Austrian Economics 9

Mt is by and through his disposition and power to exchange, in
which man essentially differs from all other animals, that human ad-
vance goes on... . [IIn itself exchange brings about a perceptible in-
crease in the sum of wealth. . . . Each of the two parties to an exchange
aims to get, and as a rule does get, something that is more valuable to
him than what he gives—that is to say, that represents to him a greater
power of labor to satisfy desire. Thus there is in the transaction an ac-
tual increase in the sum of wealth, an actual production of wealth. .. .
Each party to the exchange gets in return for what costs it compara-
tively little labor what would cost it a great deal of labor to get by either
of the other modes of production. Each gains by the act. .. . [Tlhe joint
wealth of both parties, the sum of the wealth of the world, is by the ex-
change itself increased. [SPE:331-32]

George had some glimmerings of the marginalist and Austrian
idea of imputation: the values and remunerations of the factors of
production are imputed to them according to what they contribute
to producing outputs valued by consumers. Labor, George ex-
plained, does not transmit value to whatever it is applied to. In-
stead, labor derives its wages from its productive contribution and
from the value that consumers attribute to the output produced.
This insight refuted the wages-fund doctrine (P&P, pp. 23, 50-70).
Even labor employed on a project of long duration is effectively
deriving its wages from the project’s growth in value as it comes
gradually closer to completion.

Some authorities credit George with contributing to the devel-
opment of the marginal-productivity theory of functional income
distribution.” Even John Bates Clark recognized his contribution:

It was the claim advanced by Mr. Henry George, that wages are fixed
by the product which a man can create by tilling rentless land, that first
led me to seek a method by which the product of labor everywhere
may be disentangled from the product of codperating agents and sepa-
rately identified; and it was this quest which led to the attainment of the
law that is here presented, according to which the wages of all labor
tend, under perfectly free competition, to equal the product that is
separately attributable to the labor. The product of the “final unit” of la-
bor is the same as that of every unit, separately considered; and if nor-
mal tendencies could work in perfection, it would be true not only of
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10 The Path to Justice

each unit, but of the working force as a whole, that its product and its
pay are identical. (1899:viii)

George did not see how his marginal-productivity theory of the
wages of labor applied in a similar way to all factor remunerations
(Collier in Andelson 1979:228). Neither did the early Austrians; it
was left to Wicksteed to make that contribution in 1894.

Regarding land rent, George was avowedly a follower of Ri-
cardo (P&P:165-72). His conceptions of capital and its productiv-
ity were incomplete. He had a fructification theory of interest,
centering around a supposed “reproductive or vital force of na-
ture,” illustrated by the growth of crops, the reproduction of ani-
mals, and the maturing of wine in storage (P&P, esp. pp. 179-82).

He did share insights with the Austrians, however, on the vital
role of time in the productive process. He devotes a whole chapter
of Science of Political Economy to this topic:

[If I go to a builder and say to him, “In what time and at what price will
you build me such and such a house?” he would, after thinking, name a
time, and a price based on it. This specification of time would be es-
sential. . . . This I would soon find if, not quarreling with the price, I ask
him largely to lessen the time. . . . I might get the builder somewhat to
lessen the time . . . ; but only by greatly increasing the price, until finally
a point would be reached where he would not consent to build the
house in less time no matter at what price. He would say [that the house
just could not be built any faster]. . ..

The importance . .. of this principle that all production of wealth re-
quires time as well as labor we shall see later on; but the principle that
time is a necessary element in all production we must take into account
from the very first. (SPE:369-70)

The implication, which practically cries out to be made explicit,
is that output is not even ultimately attributable to labor (and land)
alone; the tying up of wealth over time is also necessary. Since this
service is both productive and scarce—since it is demanded and is
limited in supply—one can hardly expect it to be free. In short,
George was on the right track in capital and interest theory; but his
achievement was incomplete.
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Yeager on George and Austrian Economics 11

Money

GEORGE AND THE Austrians shared insights even on such relatively
specific topics as money and the analogy that money and lan-
guage bear to each other. They were not simply agreeing with
everyone else that both are useful social institutions. They recog-
nized both, in Hayek’s words, as “results of human action but not
of human design.” (That insight may be familiar nowadays, but it
was not so when George and Menger and even when Hayek were
developing it.) Instead of being deliberately invented and insti-
tuted, money evolved spontaneously. George explains that it
evolved from the most readily exchangeable commodities, which
individuals employed in indirect barter because doing so afforded
them economies in conducting their transactions. The medium of
exchange naturally drifted into being also used as the measure of
value or unit of account.

George anticipated the analogy more recently developed by
Hayek and others:

While the use of money is almost as universal as the use of lan-
guages, and it everywhere follows general laws as does the use of lan-
guages, yet as we find language differing in time and place, so do we
find money differing. In fact, as we see, money is in one of its functions
a kind of language—the language of value. (SPE:494)

George anticipated, in at least a rudimentary way, the cash-
balance approach to monetary theory later developed independ-
ently by von Mises (1981 [1912]) and others. The demand for cash
balances is accounted for by the services that they render to their
holders (George presents examples in SPE:484-87). The develop-
ment of credit promotes economies in the holding and transfer of
the actual medium of exchange. “Money’s most important use to-
day is as a measure of value.”®

Knowledge, Coordination, and Unplanned Order

So FAR THIS study has reviewed points on which George shared or
anticipated Austrian insights only incompletely. Now it turns to
some major points of agreement.
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12 The Path to Justice

He and the Austrians agree that a central task of economics is to
explain how specialized human activities may be coordinated
without deliberate direction. First he distinguishes two kinds of
cooperation, each of which increases productive power. One kind
is the combination of effort, illustrated by men joining forces to
remove a rock or lift a log too heavy for any one to move alone.
The other is the separation of effort—the division of labor, spe-
cialization. Next George distinguishes two ways of arranging co-
operation itself. The first is conscious direction by a controlling
will, illustrated (ideally) by the deployment of an army.

The second way, achieving “spontaneous or unconscious
cooperation,” draws George’s chief attention. One example, remi-
niscent of Bastiat’s essay “Natural and artificial social order”
(1964:1-19), is

[tthe providing of a great city with all the manifold things which are
constantly needed by its inhabitants. . . . This kind of co6peration is far
wider, far finer, far more strongly and delicately organized, than the
kind of cooperation involved in the movements of an army, yet it is
brought about not by subordination to the direction of one conscious
will, which knows the general result at which it aims; but by the corre-
lation of actions originating in many independent wills, each aiming at
its own small purpose without care for or thought of the general result.
(SPE:383)

As further examples of the two kinds of coordination, George
offered, respectively, the sailing (arrangement of sails and so
forth) and the construction and equipping of a large ship. He
elaborated on the latter example in rather poetic passages:

Consider the timbers, the planks, the spars; the iron and steel of vari-
ous kinds and forms; the copper, the brass, the bolts, screws, spikes,
chains; the ropes, of steel and hemp and cotton; the canvas of various
textures; the blocks and winches and windlasses; the pumps, the boats,
the sextants, the chronometers, the spy-glasses and patent logs, the ba-
rometers and thermometers, charts, nautical almanacs, rockets and col-
ored lights; food, clothing, tools, medicines and furniture, and all the
various things, which it would be tiresome fully to specify, that go to
the construction and furnishing of a first-class sailing ship of modern
type, to say nothing of the still greater complexity of the first-class
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Yeager on George and Austrian Economics 13

steamer. Directed codperation never did, and I do not think in the na-
ture of things it ever could, make and assemble such a variety of prod-
ucts, involving as many of them do the use of costly machinery and
consummate skill, and the existence of subsidiary products and proc-
esses. (SPE:389)

When he receives an order for such a ship, the builder does not
send men out with detailed instructions for doing all the necessary
work—cutting various woods, mining and refining various metals,
planting hemp and cotton and breeding silkworms:

Nor does he attempt to direct the manifold operations by which these
raw materials are to be brought into the required forms and combina-
tions, and assembled in the place where the ship is to be built. Such a
task would transcend the wisdom and power of a Solomon. What he
does is to avail himself of the resources of a high civilization, for with-
out that he would be helpless, and to make use for his purpose of the
unconscious codperation by which without his direction, or any gen-
eral direction, the efforts of many men, working in many different
places and in occupations which cover almost the whole field of a mi-
nutely diversified industry, each animated solely by the effort to obtain
the satisfaction of his personal desires in what to him is the easiest way,
have brought together the materials and productions needed for the
putting together of such a ship. (SPE:389-90)

Deploying insights later also achieved by F. A. Hayek (1945),
George goes on to speak of the mobilization of knowledge that is
inevitably dispersed and that simply could not be centralized and
put to use by a single mind or a single organization:

So far from any lifetime sufficing to acquire, or any single brain being
able to hold, the varied knowledge that goes to the building and
equipping of a modern sailing-ship, already becoming antiquated by
the still more complex steamer, I doubt if the best-informed man on
such subjects, even though he took a twelvemonth to study up, could
give even the names of the various separate divisions of labor involved.

A modern ship, like a modern railway, is a product of modern civili-
zation . . . ; of that conscious codperation which does not come by per-
sonal direction ... but grows ... by the relation of the efforts of
individuals, each seeking the satisfaction of individual desires. A mere
master of men, though he might command the services of millions,
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14 The Path to Justice

could not make such a ship unless in a civilization prepared for it.
(SPE:390-91)

The cooperation required for sailing a ship is relatively simple.
The kind required for building one is beyond the power of con-
scious direction to order or improve. “The only thing that con-
scious direction can do to aid it is to let it alone; to give it freedom
to grow, leaving men free to seek the gratification of their own
desires in ways that to them seem best” (SPE:391).

George has more to say on the spontaneous mobilization of
dispersed knowledge. Physical force can be aggregated, but not
intelligence:

Two men cannot see twice as far as one man, nor a hundred thou-
sand determine one hundred thousand times as well. .. . No one ever
said, “In a multitude of generals there is victory.” On the contrary, the
adage is, “One poor general is better than two good ones.” (SPE:392)

In spontaneous cooperation, however,

what is utilized in production is not merely the sum of the physical
power of the units, but the sum of their intelligence.

... while in the second kind of codperation the sum of intelligence
utilized is that of the whole of the codperating units, in the first kind of
codperation it is only that of a very small part.

In other words it is only in independent action that the full powers of
the man may be utilized. The subordination of one human will to an-
other human will, while it may in certain ways secure unity of action,
must always where intelligence is needed, involve loss of productive
power. (SPE:392-93)

George understands the roles of exchange, markets, prices, and
money in accomplishing spontaneous coordination; and he is
skeptical (SPE:445-46) that government regulation of prices and
wages and interest rates can achieve its intended purposes:

Exchange is the great agency by which . .. the spontaneous or uncon-
scious cooperation of men in the production of wealth is brought about
and economic units are welded into that social organism which is the
Greater Leviathan. To this economic body, this Greater Leviathan, into
which it builds the economic units, it is what the nerves or perhaps the
ganglions are to the individual body. Or, to make use of another illus-
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Yeager on George and Austrian Economics 15

tration, it is to our material desires and powers of satisfying them what
the switchboard of a telegraph or telephone or other electric system is
to that system, a means by which exertion of one kind in one place may
be transmitted into satisfaction of another kind in another place, and
thus the efforts of individual units be conjoined and correlated so as to
yield satisfactions in most useful place and form, and to an amount ex-
ceeding what otherwise would be possible .(SPE:399-400)

Socialism

GEORGE REJECTS SOCIALISM, understood as collective or state man-
agement of all means of production (SPE:198), on the grounds that
it would restrict the scope of spontaneous coordination. Attempt-
ing conscious coordination of work requiring spontaneous coor-
dination

is like asking the carpenter who can build a chicken-house to build a
chicken also.

This is the fatal defect of all forms of socialism—the reason of the fact,
which all observation shows, that any attempt to carry conscious regu-
lation and direction beyond the narrow sphere of social life in which it
is necessary, inevitably works injury, hindering even what it is intended
to help.

And the rationale of this great fact may ... be perceived when we
consider that the originating element in all production is thought or in-
telligence, the spiritual not the material. This spiritual element, this in-
telligence or thought power as it appears in man, cannot be combined
or fused as can material force. (SPE:391-92)

The last sentences quoted remind us of the emphasis of present-
day Austrians on the creative role of entrepreneurship. They also
remind us of Julian Simon’s emphasis, in a recent book, on The
Ultimate Resource—human intelligence and ingenuity.

To develop his points further, George asks us to imagine that
“the very wisest and best of men were selected” to direct a social-
ist economy. Consider

the task that would be put upon them in the ordering of the when,
where, how and by whom that would be involved in the intelligent di-
rection and supervision of the almost infinitely complex and constantly
changing relations and adjustments involved in such division of labor
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16 The Path to Justice

as goes on in a civilized community. The task transcends the power of
human intelligence at its very highest. It is evidently as much beyond
the ability of conscious direction as the correlation of the processes that
maintain the human body in health and vigor is beyond it. [The human
body functions without being consciously directed by the mind]. ..

And so it is the spontaneous, unconscious codperation of individuals
which, going on in the industrial body, . . . conjoins individual efforts in
the production of wealth, to the enormous increase in productive
power, and distributes the product among the units of which it is com-
posed. It is the nature and laws of such codperation that it is the pri-
mary province of political economy to ascertain. (SPE:394-96)

These passages remind us again of Hayek’s conception of the
chief task of economics and of his and von Mises’s analyses of
why accurate economic calculation would be impossible under
full-fledged socialism.?

Methodology

GEORGE’S VIEWS ON methodology are remarkably similar to those of
Carl Menger and of the modern Austrians.’® George and Menger
agree that the economist’s job is not merely to catalogue eco-
nomic phenomena but to search for cause-and-effect relations
among them, to formulate laws expressing dependable coexis-
tences and sequences, and to discover uniformities underlying
superficial diversities.

Perhaps the leading methological tenet of both men is that these
elementary uniformities cannot be found solely in panoramic
study of the economic system as a whole. They must be sought by
penetrating to the level where decisions are actually made, the
level of the individual person, family, firm, and agency. This ap-
proach, recommended by today’s Austrians as methodological
individualism, recognizes the legitimacy and necessity of ap-
pealing to purpose and motive. The relevant facts include not only
the objective characteristics of resources and activities and prod-
ucts but also the characteristics attributed to them by fallible hu-
man beings, as well as human preferences and intentions. Again
the subjectivism of George and the Austrians comes to the fore.
Both recognize that economics does, after all, concern human ac-
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Yeager on George and Austrian Economics 17

tion (and these two words form the title of von Mises’ magnum
opus).

George asserts a basic principle that people seek to satisfy their
desires with the least possible exertion, and Menger expresses
similar ideas. This is not an assumption that people behave like
the economic man of the familiar caricature or that they act only
on selfish motives.!!

George and Menger, as well as von Mises and other later Austri-
ans, help clarify the nature of so-called armchair theorizing.
Economists can discover basic facts by observation of their own
and other people’s decisionmaking. They even have the advan-
tage of being able to observe the basic elements of their theoreti-
cal generalizations (human individuals and their strivings) directly,
while the natural scientists must postulate or infer their basic but
not directly observable elements from whatever phenomena they
can observe directly. Much as geometers deduce many theorems
from a few axioms, so economists deduce a powerful body of
theory from a relatively few empirical generalizations, ones so
crushingly obvious that their failure to hold true is almost incon-
ceivable in the world as we know it. The axioms underpinning
economic theory include ones like George’s least-exertion princi-
ple and the fact that labor continued beyond some point becomes
irksome (as well as others that could be added to George’s list,
such as the fact of scarcity itself and the principle of eventually
diminishing marginal returns). (The banality of empirical observa-
tions is not related inversely to the scope and importance of their
implications in economics; indeed, one might argue that a direct
relation is the more plausible.) Armchair theorizing need not be
the mere sterile juggling of arbitrary assumptions; it can have a
sound empirical basis.

George considers how economists can disentangle the complex
intermingling of many causes and many effects that occurs in the
real world. He explains the method of “mental or imaginative ex-
periment,” the method of testing “the working of known princi-
ples by mentally separating, combining or eliminating conditions”
(SPE:100; PFT:27-29).

George and Menger share a skeptical attitude toward the “or-
ganic” conception of society. Both recognize how an economic
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18 The Path to Justice

system seems to have a life and purpose and orderliness of its
own, as if it had been shaped and were operating by deliberate
design. Yet they do not join the holists and institutionalists in sup-
posing that this apparent organic unity requires concentrating re-
search on the system’s overall institutional arrangements and
supposed evolutionary trends. Instead of taking the coherence
and order of the market economy for granted, they regard these as
among the chief phenomena crying out for explanation. Both em-
ploy methodological individualism in developing their explana-
tions.

George and Menger offer the same two examples of how fea-
tures of the system as a whole can arise, without being deliber-
ately contrived, from the efforts of individuals to gratify their
separate desires: (1) money evolves from the most marketable of
commodities under barter; (2) new communities grow and their
economic activities evolve into the appearance of a rational pat-
tern, even though settlers move in and take up particular occupa-
tions only with a view to satisfying their separate desires.

George and Menger—to summarize—conceive of economic
theory as a body of deductions from a few compellingly strong
empirical generalizations. They employ methodological individu-
alism because they realize that economists’ “inside” understanding
of human purposes and decisions is a leading source of empirical
axioms. (Not sharing George’s and Menger’s understanding of
how empirical content can enter into armchair theory, many
economists of our own day apparently regard theoretical and em-
pirical work as two distinct fields, with adverse consequences for
both.)

Social Philosophy

A FINAL AFFINITY between George and the modern Austrians con-
cerns social or political philosophy. Austrian economists tend to
be libertarians (although several of them insist that there is no
necessary connection). Many libertarians—to look at the relation
the other way around—tend to regard Austrianism as their own
“house brand” of economics. This is unfortunate.'?
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Anyway, the ideological affinity between George and the Austri-
ans remains a fact. As C. Lowell Harriss says:

George could probably have considered himself a libertarian had the
term been current in his day. . . . And such twentieth-century libertarian
champions as Albert Jay Nock and Frank Chodorov professed them-
selves outright Georgists. It was Nock, in fact, who acclaimed George
“the philosopher of freedom,” “the exponent of individualism against
Statism,” “the very best friend the capitalist ever had,” and the “architect
of a society based on voluntary cooperation rather than on enforced
cooperation.”3

George rejected socialism not only out of concern for economic
efficiency but also (anticipating Hayek 1944) out of concern for
human freedom:

The proposal which socialism makes is that the collectivity or state shall
assume the management of all means of production, including land,
capital and man himself; do away with all competition, and convert
mankind into two classes, the directors, taking their orders from gov-
ernment and acting by governmental authority, and the workers, for
whom everything shall be provided, including the directors them-
selves. .. . It is more destitute of any central and guiding principle than
any philosophy I know of... . It has no system of individual rights
whereby it can define the extent to which the individual is entitled to
liberty or to which the state may go in restraining it. (SPE:198)

George, like many libertarian Austrians, champions the concept
of natural rights or the rights of man.!¥ He emphatically includes
property rights. He was no redistributionist.

In a chapter entitled “The rights of man” he asserts:

some facts [are] so obvious as to be beyond the necessity of argument.
And one of these facts, attested by universal consciousness, is that there
are rights as between man and man which existed before the formation
of government, and which continue to exist in spite of the abuse of
government; that there is a higher law than any human law—to wit, the
law of the Creator, impressed upon and revealed through nature, which
is before and above human laws, and upon conformity to which all
human laws must depend for their validity. To deny this is to assert that
there is no standard whatever by which the rightfulness or wrongful-
ness of laws and institutions can be measured; to assert that there can
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20 The Path to Justice

be no actions in themselves right and none in themselves wrong; to as-
sert that an edict which commanded mothers to kill their children
should receive the same respect as a law prohibiting infanticide.

These natural rights, this higher law, form the only true and sure ba-
sis for social organization [SP:92)].

He denies any “real antagonism between the rights of men and
the rights of property—since the right of property is but the ex-
pression of a fundamental right of man.” He challenges those who
imagine any conflict between human and property rights “to name
any denial of the rights of men which is not or does not involve a
denial of the rights of property; or any denial of the rights of prop-
erty which is not or does not involve a denial of the rights of men.”
(PPh:209-10)

This is not an accidental, but a necessary connection. The right of life
and liberty—that is to say, the right of the man to himself—is not really
one right and the right of property another right. They are two aspects
of the same perception—the right of property being but another side, a
differently stated expression, of the right of man to himself. The right of
life and liberty, the right of the individual to himself, presupposes and
involves the right of property, which is the exclusive right of the indi-
vidual to the things his exertion has produced.

This is the reason why we who really believe in the law of liberty, we
who see in freedom the great solvent for all social evils, are the
stanchest and most unflinching supporters of the rights of property,
and would guard it as scrupulously in the case of the millionaire as in
the case of the day-laborer. (PPh:210-11)

I have been an active, consistent and absolute free trader, and an op-
ponent of all schemes that would limit the freedom of the individual. I
have been a stancher denier of the assumption of the right of society to
the possessions of each member, and a clearer and more resolute up-
holder of the rights of property than has Mr. Spencer. I have opposed
every proposition to help the poor at the expense of the rich. I have
always insisted that no man should be taxed because of his wealth, and
that no matter how many millions a man might rightfully get, society
should leave to him every penny of them.!®

This, and this alone, I contend for—that he who makes should have;
that he who saves should enjoy. I ask in behalf of the poor nothing
whatever that properly belongs to the rich. Instead of weakening and
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confusing the idea of property, I would surround it with stronger sanc-
tions. Instead of lessening the incentive to the production of wealth, I
would make it more powerful by making the reward more certain.
Whatever any man has added to the general stock of wealth, or has re-
ceived of the free will of him who did produce it, let that be his as
against all the world—his to use or to give, to do with it whatever he
may please, so long as such use does not interfere with the equal free-
dom of others. For my part, I would put no limit on acquisition. No
matter how many millions any man can get by methods which do not
involve the robbery of others—they are his: let him have them. I would
not even ask him for charity, or have it dinned into his ears that it is his
duty to help the poor. That is his own affair. Let him do as he pleases
with his own, without restriction and without suggestion. If he gets
without taking from others, and uses without hurting others, what he
does with his wealth is his own business and his own responsibility.
(SP:86-87)

Schumpeter’s Assessment

IN CONCLUSION I remind the reader, but without quoting the whole
passage verbatim, of Joseph Schumpeter’s assessment of Henry
George. “He was a self-taught economist, but he was an econo-
mist.” He acquired most of the economics taught in the universi-
ties of his time. He was at home in scientific economics up to and
including Mill’s Principles, although he did fail to understand Mar-
shall and Bohm-Bawerk. Barring his single tax and the phraseol-
ogy connected with it, he was an orthodox economist,
conservative in method. Whatever else might be said about his
panacea, it was not nonsense; and as a competent economist, “he
was careful to frame his ‘remedy’ in such a manner as to cause the
minimum injury to the efficiency of the private-enterprise econ-
omy.” What George said about the economic benefits to be ex-
pected if it were possible (as Schumpeter doubted) to remove
other taxes was even “obvious wisdom” (Schumpeter 1954:865).
The present article lends support, I hope, to this assessment.

Notes

1. Since this article chiefly concerns Henry George, I am assuming that
the reader has enough acquaintance with contemporary Austrian eco-
nomics to make detailed citations unnecessary. In addition to the specifi-
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22 The Path to Justice

cally cited works of Menger, Bohm-Bawerk, von Mises, Hayek, and Roth-
bard, he might well consult, for orientation, books written or edited by
Dolan, Moss, O’Driscoll, and Spadaro; see the bibliography.

2. See, in particular, Leibenstein 1976. (Leibenstein himself, however, is
not usually considered an Austrian.)

3. One referee hypothesizes that George and some of the Austrians,
including von Mises, were deriving inspiration in common from French
liberals such as Bastiat and Dunoyer. Investigating that hypothesis must
be left for another occasion—or for another researcher.

4. SPE, p. 208. Citations are made to George’s works by abbreviated
titles. Theabbreviations, in the same order as the titles in the bibliography,
are PPh, PGP, PFT, SPE, and SP.

Referring in particular to the confusion over the meaning of wealth,
George complains that “the ‘economic revolution’ which has in the
meanwhile displaced from their chairs the professors of the then ortho-
dox political economy in order to give place to so-called ‘Austrians’ or
similar professors of ‘economics,” ha[s] only made confusion worse con-
founded” (SPE:121).

5. Bohm-Bawerk 1959, 1: 336-39, 366, 474.

6. Rothbard 1962, 1:148-49, 152, 410, 442; 2: 512-13, 813-14, 888, 915,
930, 933, 944-45; Rothbard 1970, viii, 37, 57, 91-100, 200, 201, 204, 209,
210; Rothbard 1973, 33-35.

7. Charles Collier:223-26, and Aaron Fuller:298-300, both in Andelson
1979.

8. The quotation is taken from a subheading in SPE, p. 504. The insight
expressed there brings to mind present-day proposals for achieving
monetary reform and macroeconomic stability by defining a stable meas-
ure of value distinct from the medium of exchange, with the choice and
the supply of the latter being left to unregulated private enterprise. De-
scribing such proposals, however, would carry us too far from our pres-
ent topic.

9. For other comments by George on socialism, though earlier and less
insightful ones, see his PFT:320-34. Although an emphatic opponent of
socialism, George did advocate not only public schools but also govern-
ment ownership of what he conceived to be natural monopolies. In these
he included railroads, the telegraph and telephone, and urban systems of
water, gas, heat, and electricity SP:198 and nearby pages.

10. George’s remarks on the topic occur mostly in SPE, with a chapter in
PFT and scattered observations in P&P. Menger 1950 develops views of
1883. An earlier discussion, with more detailed citations, appears in Yea-
ger 1954.

11. See SPE, esp. pp. 91, 99. In this respect George anticipated Wick-
steed 1933, esp. ch. 5.
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12. Economics is a tool for understanding and possibly reshaping the
world—for trying to make one’s deepest values prevail, whatever they
may be. Everyone, therefore, has an interest in getting his economics
straight. The truths of economics, as of any other field of objective re-
search, once discovered, will be the same for everyone. There is no one
truth for libertarians, another for collectivists, and so on. Of course, both
George and the Austrians have much to contribute toward getting eco-
nomics straight; and the capacity to contribute is not confined to any par-
ticular school. What is unfortunate is a belief in different house brands of
truth. Ludwig von Mises (1949) was duly emphatic in attacking this no-
tion, which he called “polylogism.”

13. Hariss in Andelson 1979:367 (citations omitted here). Harriss goes on
to cite passages from P&P:434-306, that make George look like a supply-
sider also, passages on the great release of productive energies to be ex-
pected if laborer and capitalist alike were allowed, through the abolition
of taxes (other than the single tax), to capture the full reward of what they
produce.

14. Besides the passages cited below, see Andelson in Andelson
1979:386-87.

15. PPh:70-71. Herbert Spencer is the person referred to in the book’s
title and in the passage quoted.
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Henry George and the Austrian
Economists

By OSCAR B. JOHANNSEN*

ALTHOUGH, UNFORTUNATELY, HENRY GEORGE did not appreciate the
Austrian School of Economics, there is much in common between
his thinking and that of the Austrians.

Professor Yeager has pointed out “how similar Henry George’s
views on economic research methods are to the views of his Aus-
trian contemporary, Carl Menger,” noting among other similarities,
the parallelism of their methodological tenets.!

The Austrian School, of whom besides Carl Menger, the foun-
der, the most prominent members have been Eugene von Bohm-
Bawerk, Ludwig von Mises, and Friedrich A. Hayek, is known for
its individualistic approach to economics. Mises goes so far as to
state that “economics is not about goods and services, it is about
the actions of living men.”?

Murray N. Rothbard, the best known of the American econo-
mists who espouse the Austrian School’s approach, emphasizes
that “only an individual has a mind; only an individual can feel,
see, sense, and perceive; only an individual can adopt values or
make choices; only an individual can act.”

While the individualism of Henry George may not be quite as
apparent as the Austrians’, his life’s work was directed toward cre-
ating conditions which would enable the individual to lead the
kind of life he wished, qualified only by his not interfering with
the right of another individual to live as he wished. And George
was only too aware that it was people who created the institutions
which he believed were not only the cause of poverty amidst
plenty, but were also largely responsible for inhibiting the free-
dom of the individual.

*Former President, Henry George School of Social Science, New York; former
Executive Director, Robert Schalkenbach Foundation, New York.
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26 The Path to Justice

While George rejected the Austrian theory of value, and argued
for what amounts to a labor-saving theory, nonetheless his con-
cept of value did in some measure coincide with the Austrians’. He
said value’s “essential element is subjective, not objective; that is to
say, lying in the mind or will of man, and not lying in the nature of
things external to the human will or mind.”

Since the very basis of the Austrian concept of value is subjec-
tive, it is apparent that George’s understanding of value paralleled
theirs. However, he either did not understand or did not appreci-
ate the importance of marginal utility, a concept of which Menger
was one of the original propounders.

Both George and the Austrians are free market economists.
They believe in the free and unhampered marketplace, with gov-
ernmental interference reduced to a minimum.

Point of Divergence

BUT ONE FUNDAMENTAL difference exists which is of major signifi-
cance: The treatment of land as property. Any other differences,
such as value and the degree of governmental activity, fade into
insignificance by comparison.

As regards property, Menger said “The entire sum of goods at an
economizing individual’s command for the satisfaction of his
needs, we call his property.”s

Rothbard states that “each individual, as a natural fact, is the
owner of himself, the ruler of his own person. The ‘human’ rights
of the person that are defended in the purely free-market society
are, in effect, each man’s property right in his own being, and
from this property right stems his right to the material goods that
he has produced.”

Henry George essentially arrives at the same basis of property.
He asks, “[Wlhat constitutes the rightful basis of property? ... Is it
not, primarily, the right of 2 man to himself, to the use of his own
powers, to the enjoyment of the fruits of his own exertions? . . . As
a man belongs to himself, so his labor when put in concrete form
belongs to him.””

Although both George and Rothbard base property rights on the
fact that each individual owns himself, Rothbard does not infer
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Johannsen on George and Austrian Economists 27

from this fundamental principle the same deduction that George
does.

Rothbard broadens his concept of property to include land. He
says, “[I]f a free society means a world in which no one aggresses
against the person or property of others, then this implies a society
in which every man has the absolute right of property in his own
self and in the previously unowned natural resources which he
finds, transforms by his own labor and then gives to or exchanges
with others.”®

Just why, because an individual owns himself and thus that
anything he produces means that he also owns “previously un-
owned natural resources,” that is, owns land, is not clear. Rothbard
sets up as the criteria for the ownership of land that it is “a prime
condition of free-market property rights, namely, that new, un-
owned land be first owned by its first user, and that from then on,
it becomes the full private property of the first user or those who
receive or buy the land from him. This is the free-market method;
any other method of allocating new, unused land to ownership
employs statist coercion.”

Thus, private property in land, according to Rothbard’s stan-
dard, originates in the “first user, first owner” concept. Assuming
this is correct, how great an area of land is concerned? What are
the boundaries—a square foot, a square mile, a million square
miles? If boundaries are set, who sets them? Rothbard is opposed
to any governmental agency delimiting the boundaries, as this
would constitute “statist coercion.” But, certainly some boundaries
must be set, and if that is the case, someone has to do it. Who does
it? Who in the free market does it?

Of course, the Biblical student might wryly point out that Adam
was the first user of the earth, as he must have expended his labor
on it. Thus, he owned it, as there was no one else before him, not
even Eve. As he owned it, he could give it to anyone he wished.
Since all the peoples of the world are his heirs, and since pre-
sumably he willed the land to his heirs, then all the people of the
earth own it. This is the concept which, in effect, is implied in
George’s thought.

Since, according to George, property rights are based on human
labor, then private property in land could not be justified as no
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28 The Path to Justice

human created the land. He said, “This right of ownership that
springs from labor excludes the possibility of any other right of
ownership. If a man be rightfully entitled to the produce of his la-
bor, then no one can be rightfully entitled to the ownership of
anything which is not the produce of his labor, or the labor of
someone else from whom the right has passed to him. If produc-
tion give to the producer the right to exclusive possession and
enjoyment, there can rightfully be no exclusive possession and
enjoyment of anything not the production of labor, and the recog-
nition of private property in land is a wrong.”°

Though George believed that private property in land is wrong,
it did not mean that he opposed the private possession of land. On
the contrary, he urged it. He recognized that unless an individual
(after taking into account the rights of others) was assured that the
entire product of his labor was his own property, he would not
produce, or at least would only produce as little as possible. For
George, in effect, the question was a simple one. Since all men
have equal rights to the land, and since it is impossible for two
men to occupy the same place at the same time, some means must
be adopted to allot the land with justice to all. In his view, in a so-
phisticated society, this could be accomplished by society renting
out the land to the highest bidder, thereby collecting what is
known as economic rent. In other words, since all could bid, all
had an equal opportunity to have access to whatever land they
wished.

Because he recognized that his suggestion was a revolutionary
one, and because governments exist throughout the world,
George advocated an expedient. This was to leave land in the
hands of the present owners and utilize the governmental appa-
ratus to do what it is already doing in most nations. In America,
local governments were already taxing real estate. He suggested,
then, that all that needed to be done would be to tax only the
value of the land, so as to obtain the economic rent, and to re-
move all taxes from improvements and production. This remedy
has come to be known as the single tax.

Most of the Austrian economists are not opposed to govern-
ment. On the contrary. For example, Mises said, “[S]tate or gov-
ernment is the social apparatus of compulsion and coercion. It has
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the monopoly of violent action . .. The state is essentially an insti-
tution for the preservation of peaceful interhuman relations.”!!
However, Rothbard’s view of government is such that, even if he
believed that the government’s collection of economic rent would
result in better conditions (which he does not), he would still be
opposed since he is against all governmental activity.

Cause of Poverty

BECAUSE THE AUSTRIANS and George view private property in land
differently, it is not surprising that their views of the causes of in-
voluntary poverty and unemployment, as well as of the business
cycle, also differ.

The Austrians, on the whole, believe unemployment is caused
by governmental interferences which cause wage-rates to exceed
labor’s marginal productivity. Either by government lease or indi-
rectly by means of the monopolistic power of unions which is
granted by government, wage-rates are kept above the point at
which all who wished to work could work. So, just as when the
price of a commodity is kept above the point which would “clear
the market,” a surplus of the commodity results, so artificially
maintaining wage-rates above what would be the market rates
causes a surplus of labor, i.e., unemployment.

In Mises’ view, the rises and falls of the expansion and deflation
of the business cycle are caused by governmental interference in
the monetary system. By means of its central bank, the govern-
ment fosters the artificial expansion of money and credit. This easy
money policy results in lower interest rates, which make it appear
profitable to erect plants and produce goods which are really not
desired. The depression which follows is the curative by which the
excesses are removed from the marketplace.

George, on the other hand, posited that involuntary poverty and
unemployment are due to the hindrances placed on access to
land. Private property in land leads to speculation, with the
speculators holding land out of use for ever higher prices. This
means, in effect, that land is not readily available to labor and
capital, so that unemployment results. This is easily seen in an ag-
ricultural society for, if farmers do not have land on which to
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work, they become unemployed. In highly developed industrial
societies, while the relationship of man to the land persists, it is
not as obvious. Thus, few recognize the relationship between the
system of land tenure practiced and unemployment.

In George’s eyes, the principal cause of the business cycle is
speculative increases in land values. In boom times, speculation in
land becomes so intense that prices rise to heights that make land
too expensive for businessmen to hire or buy. Production then
slows and with it labor becomes unemployed. In deflation, the
speculative increases in land values drop until finally a point is
reached where businessmen find it once again profitable to pro-
duce. Business then goes back to work, hiring labor and investing
in capital, so the cycle starts again.

Though there are differences between George and the Austri-
ans, there is probably a greater degree of parallelism between his
views and theirs than with any other school of economic thought.
While the difference in the treatment of the land is important, both
George and the Austrians are alike in their emphasis on the indi-
vidual as the motivating force.

They both believe in allowing the individual the greatest degree
of freedom of action possible to produce. They both tried to be as
scientific in their work as possible, and yet underneath it all, an
ethical base appears. Though as economists, the Austrians tried to
erect an amoral science, yet as private citizens they advocated the
free market, the freedom of the individual and justice to all, as did
Henry George.

Notes

1. Yeager, Leland B., “The Methodology of Henry George and Carl
Menger,” American Journal of Economics and Sociology, April, 1954, pp.
233-238.

2. Mises, Ludwig von, “Human Action,” Yale University Press, New
Haven, 1949, p. 354.

3. Rothbard, Murray N., “Individualism and the Philosophy of the So-
cial Sciences,” Cato Institute, San Francisco, 1979, p. 57.

4. George, Henry, “The Science of Political Economy,” Robert
Schalkenbach Foundation, New York, 1981, p. 251.

5. Menger, Carl, “Principles of Economics,” The Free Press, Glencove,
1L, 1959, p. 76.
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6. Rothbard, Murray N., “Power and Market,” Institute for Human
Studies, Inc., Menlo Park, Calif., 1970, p. 176.
7. George, Henry, “Progress and Poverty,” Robert Schalkenbach Foun-
dation, New York, 1979, p. 334.
8. Rothbard, “Power and Market,” p. 1.
9. Ibid,, p. 98.
10. George, “Progress and Poverty,” p. 336.
11. Mises, “Human Action,” p. 149.
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Progress: Poverty or Prosperity?

Joining the Debate Between George and Marshall
on the Effects of Economic Growth on the
Distribution of Income

By NAHID ASLANBEIGUI* and ADELE WICK**

Two Late-19*-Century Authors

HENRY GEORGE AND Alfred Marshall were among the most influen-
tial authors of the late 19th century. George’s best-selling Progress
and Poverty fueled many policy debates of the time; and Mar-
shall’s Principles of Economics, the standard textbook for decades,
laid the foundation for modern economics. Each recognized the
other’s influence. In 1883, at the height of George’s fame in the
British Isles, Marshall acknowledged George’s “singular and al-
most unexampled power of catching the ear of the people” (Mar-
shall and George [1884] 1969:221); and over a decade later, when
Marshall’s Principles had begun to establish its academic preemi-
nence, George described this text as “the latest and largest, and
scholastically the most highly indorsed, economic work yet pub-
lished in English” (George SPE:125).

Not only were George and Marshall important figures in intel-
lectual history, but they had an important common ground in their
deep concern with poverty. Both considered poverty mentally and
morally debasing in large part because of its general association
with relentlessly hard manual labor. The commonality of their
views is best seen by simple juxtaposition. Said George:

The poverty to which in advancing civilization great masses of men
are condemned ... is a degrading and embruting slavery, that cramps

*Professor of Economics, Monmouth University, New Jersey.
*Formerly a graduate student in economics, University of Chicago. Currently re-
siding in New Hampshire.
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the higher nature, dulls the finer feelings, and drives men by its pain to
acts which the brutes would refuse (George P&P:356-357).

In a similar vein, Marshall stated:

We scarcely realize how subtle, all pervading and powerful may be
the effect of the work of man’s body in dwarfing the growth of the
man. .. . [Tlhe poor labourer may live and die without even realizing
what a joy there is in knowledge, or what delight in art; he may never
have conceived how glorious a thing it is to be able to think and to feel
about things and with many men (Marshall, in Pigou 1925:105-06).

Indeed, the “destruction of the poor is their poverty” and the
study of the causes of poverty is the study of “the causes of the
degradation of a large part of mankind” (Marshall 1920:3).

George and Marshall also shared the optimistic belief that “prog-
ress” could eliminate poverty from society. Neither carefully—nor
casually, for that matter—defined this term,! but it is tellingly
equivalent to growth in national income in George’s work. Mar-
shall therefore uses the same terminology in his three lectures on
George’s issues, and we employ it here instead of the modern
term because of the importance of the historical coupling of “pro-
gress” and “poverty.”

Unlike some modern critics of economic growth who empha-
size the concomitants of debasing materialism, degradation of the
environment, dehumanization of the masses by technology, and
destruction of important elements in the “quality” of life, both
George and Marshall were keen advocates of economic progress
and regarded it as necessary but not sufficient for the good life.
For George, as we shall see, sufficiency conditions involved redis-
tributing land rents, while Marshall required educating the popu-
lation and inculcating habits of thrift and restraint in breeding.
Without such public distribution of rents, George owned that in-
dustrialization worsened the plight of the poor because of the
deleterious effects of the division of labor on the laborers’ inde-
pendence and well-roundedness. Marshall deplored the unhealthy
living conditions of the urban poor as a temporary cost of growth
before the effects of his training programs became apparent.

However, George and Marshall both asserted that because pov-
erty is the major source of moral degradation, a society rich
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enough to eliminate material poverty could achieve in spiritual
wealth as well. In such a society, wages for crude labor would be-
come so high that the hours anyone expended in such work
would be minimal. To George,

The hard toil of routine labor would disappear. Wages would be too
high and opportunities too great to compel any man to stint and starve
the higher qualities of his nature, and in every avocation the brain
would aid the hand. Work, even of the coarser kinds, would become a
lightsome thing, and the tendency of modern production to subdivision
would not involve monotony or the contraction of ability in the worker;
but would be relieved by short hours, by change, by the alternation of
intellectual with manual occupations (George P&P:468).

Similarly, in Marshall’s ideal world, manual work would be lim-
ited by high wages and improved technology; and people would
no longer “. .. carry on mere physical work to such an extent as to
dull their higher energies...The active vigour of the people
would continuously increase; and in each successive generation it
would be more completely true that every man was by occupation
a gentleman” (Marshall, in Pigou 1925:114-15).

Here the similarity ends, however; for George and Marshall
stated profoundly different analyses of the theoretical and actual
relationships between progress and poverty. To George, actual
progress was not uplifting the poor, but rather increasing their
want; while to Marshall, progress had temporarily worsened the
plight of the poor but was now dramatically improving their lot
along with that of the rest of the society. As a result, the interaction
between George and Marshall unhappily belied the belief that
men with the time and energy for reflection would be noble and
co-operative in bent.

Consider first the following indirect exchanges. Far from cowed
by the British endorsement of Marshall’s magnum opus, George
called the work utterly incoherent and incomprehensible (George,
SPE:126, 208). Although Marshall found George’s topic of suffi-
cient importance to deliver “Three Lectures on Progress and Pov-
erty”? in 1883, he intended “to avoid talking very much about
George but to discuss his subject” (Marshall, 1883 (1969):184, fn.
1), because “trying to refute George ... was like throwing oneself
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against a door that is not fastened. There was no resistance any-
where” (Marshall, in Hebert 1979:57). George was neither an
economist nor a “scientific thinker.” Rather, he was “by nature a
poet” and “a successful rhetorician” who did not understand the
economic doctrines he had attacked with such vituperation (Mar-
shall [1883] 1969:186 and 185, fn. 1).

George and Marshall’s only direct exchange, during the former’s
public lecture at Oxford (see infra), was even less gentlemanly.
Perhaps because of the rigors of his intensive travel and his many
sleepless nights, perhaps because of the “patronizing phrases
[Marshall] chose to direct towards him, George answered [even the
don’s more serious] questions all too captiously” (Barker
1955:404). Also Marshall’s opening remarks set a remarkably
rowdy tone for the entire question-and-answer period that fol-
lowed the speech.

George and Marshall wrote for wide but disparate audiences.
George’s readership was basically nonacademic; his purpose, the
increasingly messianic one of persuading the public to adopt his
policy recommendations. Marshall spoke almost exclusively to the
economics profession, modestly hoping to “put in one brick just
where it should be in the slowly rising economic edifice” (Mar-
shall [1883] 1969:185, fn. 1).

In any event, because they communicated so successfully to
their own audiences, but never, it seems, to each other, it is our
purpose to join their debate on the important topic of progress
and poverty after a century has stilled their tempers and tongues.
Trying to keep our own voices silent, we place side by side for
perhaps the first time George’s and Marshall’s strikingly disparate
analyses of the relationship of progress and poverty, followed by
the politics they advocated to help progress eliminate poverty.
Because these recommendations differ as much as their causal
explanations, we set up a rebuttal drawn from both their writings
and their direct confrontation and conclude the paper with sum-
mary remarks.
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Causes of Poverty

GEORGE AND MARSHALL identify profoundly different relationships
between progress and poverty. To George, progress has wors-
ened the distribution of income and created more poverty; while
to Marshall, progress temporarily debased the poor, but is now
dramatically improving their condition.

Henry George

George approaches the problem of progress and poverty as es-
sentially a question of relative power and relative income. When
land is privately owned, as population grows landowners will in-
crease their share of income in spite of labor’s increased average
productivity and regardless of what happens to the quality of land
at the margin. George therefore rejects the Malthusian population
dynamic that ineluctably drives wages to subsistence levels and
employs Ricardian rent theory as a condition that is sufficient but
not necessary for his results (George P&P:235-30).

George begins with the premise that land? is crucial to man’s
existence.

[Lland is the habitation of man, the storehouse upon which he must
draw for all his needs, the material to which his labor must be applied
for all his desires; for even the products of the sea cannot be taken, the
light of the sun enjoyed, or any of the forces of nature utilized, without
the use of land or its products . . . Take away from man all that belongs
to land, and he is but a disembodied spirit (George P&P:295-96).

Because land is so economically and existentially important to
labor, land-owners have immense power, the power to command
large shares of income in a growing economy. Moreover, as we
shall see, they maintain this “monopoly” power, because in any
bargaining game, landlords can wait, while workers cannot.

Rejecting Malthus’ theory of population growth without any re-
placement of his own, George simply assumes the population,
and therefore the supply of labor, continues to grow. He then as-
serts that this growth increases, rather than decreases, the average
productivity of labor—even without any technological advances
and a fortiori with them: because “with every additional pair of
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hands which increasing population brings, there is a more than
proportionate addition to the productive power of labor,” popula-
tion growth “seldom can, and probably never does, reduce the
[average] production of wealth” (George P&P:232, 234).

All of the benefits from this growth in average output, however,
“attach” themselves to the land, increasing the income only of the
landlords.

[Tlhe increased power which comes with increased popula-
tion ... brings out a superior power in labor, which is localized on
land—which attaches not to labor generally, but only to labor exerted
on particular land; and which thus inheres in the land as much as any
qualities of soil, climate, mineral deposit, or natural situation, and
passes, as they do, with the possession of land. (George P&P:235)

When the land is more valuable, landlords can and do force
workers to pay higher rent for its use. All increased benefits from
growth are therefore “intercepted,” and labor and capital* become
relatively worse off (George P&P:283).

[Tthus all the advantages gained by the march of progress go to the
owners of land, and wages do not increase. Wages cannot increase; for
the greater the earnings of labor the greater the price that labor must
pay out of its earnings for the opportunity to make any earnings at all.
The mere laborer has thus no more interest in the general advance of
productive power than the Cuban slave has in the advance in the price
of sugar. (George P&P:283)

Land speculation can, however, make workers lose absolute, as
well as relative, ground as society progresses. During an economic
upswing, some speculators deliberately withdraw land from pro-
duction, holding it only for the anticipated appreciation in its
price. They therefore accelerate the increase in rent® both by in-
creasing the demand for land and by reducing the amount in use,
pushing production prematurely out to inferior margins. Hence,

the condition of the free laborer [may] be positively, as well as rela-
tively, changed for the worse by the increase in the productive power
of his labor. For begotten of the continuous advance of rents, arises a
speculative tendency which discounts the effect of future improve-
ments by a still further advance of rent, and thus tends, where this has
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not occurred from the normal advance of rent, to drive wages down to
the slave point—the point at which the laborer can just live. (George
P&EP283)

Thus can landlords over time “command all the fruits of labor
save enough to enable labor to exist,” conveying the impression
that the world operates according to Malthusian principles be-
cause Malthusian predictions are confirmed (George, P&EP, 294).
In truth, however, poverty is created not by overpopulation but by
“the causes which prevent social organization from taking its natu-
ral development and labor from securing its full return” (George
P&P:122).°

Alfred Marshall

Marshall sharply disagrees with George that private land owner-
ship causes poverty in a growing economy. Nothing intrinsic to
that process forces people into pauperism. In a free market econ-
omy, with its ability to harness individual energy and to sustain
incentives, progress improves the plight of all, “though unfortu-
nately at a very slow rate” for the lowest stratum of society (Mar-
shall [1883] 1969:188).

In general, the highest wages are found in countries with the
highest national incomes. Marshall agrees with Ricardo that there
are eventual diminishing returns to land; indeed, “the diminishing
productiveness of the free soil has a greater influence in lowering
wages than the payment of rent fees.” But he argues that increas-
ing returns from technological advances, internal and external
economies created by expansion of industries, and other benefits
from the “closeness” of population have a tendency to offset this
check to prosperity “[slo long as the population is not excessively
thick” (Marshall [1883] 1969:188 and 196).

“Alas! there is one great hindrance” to progress. One of the first
applications of increased knowledge

is, as it ought to be, to save from disease and want multitudes
who ... would have sunk under their influence. As a result, population
is increasing rapidly . .. and there is kept up a constant supply of un-
skilled labourers, who have nothing but their hands to offer for hire,
and who offer these without stint or reserve. Thus competition for food
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dogs the heels of progress, and perpetually hinders it. (Marshall, in
Pigou:116-17).

The problem is not growth in the population per se, but growth
of the unskilled. Marshall’s explanation relies on supply and de-
mand analysis in a competitive framework.” He concludes that
workers are paid low wages not because they are exploited by
landowners, but because there are too many of them and/or their
marginal productivity is low.

The supply of unskilled workers is growing too fast not only be-
cause medical advances are saving the sickly, but also because the
market system has replaced traditional arrangements and their
“preventive check” to population growth. When “civilization is
settled and simple in form, custom quietly does the work that is
done by cruel struggle for existence among wild animals and
among savage nations.” In such a society, neither the “physically
or morally infirm, nor anyone else without a definite position in
the village which would enable him to bring up a family,” can
marry. As a result, “children brought into the world find places
ready made for them” (Marshall [1883] 1969:188). However, the
process of industrialization has replaced the personal relation-
ships of stable village life with the impersonal market nexus and
the mobility of modern life; and population growth has acceler-
ated as a result.

Two external shocks and two inappropriate government poli-
cies in Britain exacerbated these inevitable difficulties of transition
from pre-industrial to industrial life. Not only did bad harvests and
an expensive war cut back on available resources, but the Corn
Laws prevented foreign trade from acting as a buffer for domestic
grain shortages and the Poor Laws provided an “artificial stimulus”
to population growth. Indeed, the well-intentioned but ill-
conceived poor laws were responsible, in Marshall’s estimation,
for “probably half of all the lives of extreme misery and want in
the country” (Marshall [1883] 1969:189).8

Factors on the demand side interacted with this “keenest of
competition” among working men to depress wages of the un-
skilled even further. “The employers, many of them but recently
working men, were often harsh and ignorant,” and their resources
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were “straitened” by the war (Marshall [1883] 1969:189). Addition-
ally,

(tlhe truth that every father owes to his children the duty of providing
them with a lot in life, happier and better than his own, has not yet
been grasped. Men who have been brought up, to use their own
phrase, “anyhow” are contented that their children should be brought
up “anyhow” (Marshall, in Pigou:117).

These children become workers whose low marginal productivity
keeps the demand for them low.

Remedies for Poverty

HAVING IDENTIFIED THE primary causes of poverty, George and
Marshall advocate with ardor and energy special remedies for this
gripping problem. Their policy recommendations have as little in
common as their causal analyses.

Henry George

George’s solution is to eliminate private ownership of land. He
argues not for land nationalization, but for the appropriation of all
rent by a land tax that exempts the income from its increased
value due to improvements. All other taxes can be eliminated, be-
cause this single tax can produce sufficient revenue to finance all
appropriate government spending. Much current spending will no
longer be necessary when people become more cooperative (see
infra).

George believes that his reform has numerous advantages. It
“accords with all that is politically, socially, or morally desirable”
(George P&P:545). Equal right to land is necessary, George argues,
to fulfill the political equality of the Declaration of Independence:
“Political liberty, when the equal right to land is denied, becomes,
as population increases and invention goes on, merely the liberty
to compete for employment at starvation wages” (George
P&P:545).

By eradicating “the monopolization of the opportunities which
nature freely offers to all,” the single tax will promote the “funda-
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mental law of justice” and remove the “great cause of unnatural
inequality in the distribution of wealth and power” (George
P&P:545).

The tax upon land values is . . . the most just and equal of all taxes. It
falls only upon those who receive from society a peculiar and valuable
benefit, and upon them in proportion to the benefit they receive. It is
the taking by the community, for the use of the community, of that
value which is the creation of the community. (George P&P:421)

Compensation for the social appropriation of rent would be
morally wrong. Private land has always been stolen from the
community, and even if everyone at one time overtly agreed to its
privatization, each generation thereafter would be born with rights
to this land (George P&P:339).

In addition to providing society with political liberty and justice,
a single tax on land promotes economic efficiency. It eliminates
taxes on labor and capital that raise prices and reduce incentives
and output. Because it “expresses nothing but the advantage of
expropriation,” rent is “in every respect fitted for taxation”
(George P&P:412-13).

Hence the community can take it all without in any way lessening the
incentive to improvement or in the slightest degree lessening the pro-
duction of wealth. Taxes may be imposed upon the value of land until
all rent is taken by the State, without reducing the wages of labor or the
reward of capital one iota; without increasing the price of a single
commodity, or making production in any way more difficult. (George
P&P:413)

George realizes that landowners will bear the burden of this fis-
cal reform. But “a moment’s reflection,” he argues, will show that
the costs are not significant. “[Tlhis measure would make no one
poorer but such as could be made a great deal poorer without
being really hurt,” and the richest landlord “would still have all he
could by any possibility enjoy, and a much better state of society
in which to enjoy it.” Moreover, although they may experience a
relative loss, total production will increase so much that these
landlords may gain more from their interests as capitalists and
workers than they will lose as rentiers” (George P&P:452 and 448).
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Nor should farmers, the small landowners, be alarmed. They
gain from the single tax because taxes on land improvements
would be eliminated. “The land of the working farmer is improved
land, and usually the value of the improvements and of the stock
used in cultivating it bears a very high proportion to the value of
the bare land” (George SPE:222). The farmers will also benefit
from the elimination of all other taxes.

Let the working farmer consider how the weight of indirect taxation
falls upon him without his having power to shift it off upon any one
else; how it adds to the price of nearly everything he has to buy, with-
out adding to the price of what he has to sell; how it compels him to
contribute to the support of government in far greater proportion to
what he possesses than it does those who are much richer, and he will
see that by the substitution of direct for indirect taxation, he would be
largely the gainer. (George SPE:222)

Finally, because the single tax eliminates land speculation, the
population will be diffused

where it is too dense and . . . concentrate[d] . . . where it is too sparse. . . .
The people of the cities would thus get more of the pure air and sun-
shine of the country, the people of the country [will no longer be] cut
off by the sparseness of population from the conveniences and
amusements, the educational facilities, and the social and intellectual
opportunities that come with the closer contact of man with man.
(George P&P:451)

Liberty, justice, and the natural law become one; justice and ex-
pediency are one. Equality of opportunity, fully understood to in-
clude access to Nature’s bounty, promotes growth in production
as well as in humanity by reducing the amount of time and energy
spent in squabbling. As society approaches the ideal of a Jeffer-
sonian democracy, the government need no longer be a “directing
and repressive power”; it can provide fewer jails and more public
baths, music and dancing halls, technical schools, shooting gal-
leries, and the like (George P&P:545, 367, and 450).

In brief and in sum, this “simple, yet sovereign remedy”

will raise wages, increase the earnings of capital, extirpate pauperism,
abolish poverty, give remunerative employment to whoever wishes it,
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afford free scope to human powers, lessen crime, elevate morals, and
taste, and intelligence, purify government and any civilization to yet
nobler heights. (George P&P:405-06)

Truly, for George the single tax is the many in the one, the one
in the many!

Alfred Marshall

Marshall recoils from anything so sweeping and radical. In his
view, natura non facit saltum. Instead, Marshall believes in edu-
cating the poor so that competitive forces gradually raise their
wages above poverty levels. Education?® of the masses will create
“direct” as well as “indirect” benefits. The direct benefits come
from eliminating much of “that wasteful negligence which allows
genius that happens to be born of lowly parentage to expend itself
in lowly work.” “All that is spent during many years in opening the
means of higher education to the masses would be well paid for if
it called out one more Newton or Darwin, Shakespeare or Bee-
thoven.” Education also

confers great indirect benefits even on the ordinary workman. It stimu-
lates his mental activity; it fosters in him a habit of wise inquisitiveness;
it makes him more intelligent, more ready, more trustworthy in his or-
dinary work; it raises the tone of his life in working hours and out of
working hours; it is thus an important means toward the production of
material wealth; at the same time that, regarded as an end in itself, it is
inferior to none of those which the production of material wealth can
be made to subserve. (Marshall 1920:212, 216, and 211)

Another benefit of education is that it reduces income inequality
by raising incomes at the bottom and lowering them at the top.
Other things equal, education reduces the supply of unskilled
workers, thus raising their wages. Moreover, “the remedy for the
too large fortunes of employers” is to educate the children of
working men so that they may gain “every advantage to climb up
to become employers, to compete with employers and force
down employers’ earnings, and distribute a large share of an in-
creased total production amongst the working classes” (Marshall
(1883] 1969:198).
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Marshall has no doubt that the benefits of education far exceed
the costs. Education is therefore a good investment from a material
as well as a moral perspective. However, ignorance and the long-
run and social nature of the benefits preclude parents and em-
ployers from making this investment. Even though “most parents
are willing enough to do for their children what their own parents
did for them; and perhaps even to go beyond it if they find them-
selves among neighbours who happen to have a rather higher
standard,” they have not yet acquired the habit of “discounting the
future at a low rate of interest” (Marshall 1920:216 and 217).
Moreover, “[tlo get as much out of people and put as little as you
can into their bodies and into their minds may be penny wise from
the point of view of the individual [employer], but it is pound
foolish for the nation at large” (Marshall [1883] 1969:197).

Accordingly, “the State should give, at a nominal price, a good
general and technical education to all, and a first-rate education to
even the poorest child who shows a special fitness for it” (Marshall
[1883] 1969:209). Although Marshall boldly asserts that “[t]o this
end public money must flow freely,” he makes no specific tax
policy recommendations. Not all the revenue will, however, come
from the State. The financial burden will be shared in vague pro-
portion among parents, the state, and wealthy people imbued
with principles of economic chivalry so strong that they voluntar-
ily contribute to this cause (Marshall 1920:718, 719).1°

Although Marshall’s commanding solution to the problem of
poverty is education, he also exhorts individuals to behave re-
sponsibly, with thrift and self control. They should postpone mar-
riage and have fewer children so that excessive breeding does not
offset education in its effect on the supply of unskilled workers.
Moreover, he urges the rich to grasp the social possibilities of
“economic chivalry” or charitable contributions (Marshall
1920:719).

Once a state of high education and prosperity is attained, it is
maintained by the heightened sense of parental duty and absence
of the degrading effects of keen poverty. Diminished competition
from a smaller labor supply as well as enhanced education
thereby unite to eliminate poverty.
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A century ago we took off the last shackles from that fierce monster—
competition. That was necessary for our own freedom. Without it there
have been free aristocracies, but there has never been, and cannot ever
be, a free nation. The unshackled monster was terrible to deal with; but
we are learning fast how to manage him. The education of working
men’s children in schools, and the education of working men in man-
aging their own affairs, is progressing at an enormous rate. ... Let us
then take courage. It may be too late to get rid of poverty in our gen-
eration; let us resolve that our children, or at any rate our children’s
children, shall be free from it. (Marshall [1883] 1969:197)

Reactions of Henry George
and Alfred Marshall

HENRY GEORGE AND Alfred Marshall’s interaction was quite limited.
Their only direct encounter occurred on the Ides of March in 1884
when an exhausted George addressed an Oxford audience that
included Marshall, then a political economy lecturer just begin-
ning to build his reputation. When George’s “simple and inspira-
tional” speech was cut short to answer questions (Newton
1971:321),"* Marshall was the first to rise. Abandoning completely
his customarily calm and co-operative stance, he excoriated
George for using his admittedly “magnificent talents” of oratory
“to instill poison” into the minds of the people. He had repeatedly
challenged “any person to show him one single economic doc-
trine in Mr. George’s book that was both new and true. But no one
had come forward.” George had not understood “in any single
case ... the authors whom he had undertaken to criticize” nor
could he have been expected to, lacking, as he did, any “special
training” (Marshall and George [1884] 1969:221).

With equal phlegm, George responded that Mr. Marshall was
correct that the book “contained nothing that was both new and
true” because “the book was based upon the truth; and the truth
could not be a new thing; it always had existed and it must be ev-
erlasting” (George, Jr. 1900:436). “Mr. Marshall,” added George,
“said he had already refuted [George’s] doctrines. Well, he was a
good deal like their English General, he did not know when he
was beaten” (Marshall and George [1884] 1969:221).12
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In this part of the paper, we dispassionately construct Marshall’s
and George’s reaction to each other by using not only this direct
encounter stripped of its phlegm, but also Marshall’s indirect re-
sponse in his three lectures on George’s topic, and various of his
and George’s other writings that address the arguments without
the argumentativeness.

Alfred Marshall

Marshall emphasizes that the system of land ownership in England
“suits [the English people] on the whole fairly well.” This system

is the only one in which whatever farming skill there is in the country
can be turned to the best account. It is chiefly owing to this cause ...
that England has been the pioneer of agricultural progress of the world.
Almost every grand improvement in modes of cultivation, in agricul-
tural machinery, and in breeding of cattle has been made in England
.. .. (Marshall [1883] 1969:204, 202)

The English laborer is now better off “as far as material enjoy-
ments go” than the foreign peasants under other land tenure sys-
tems, and in fifty more years the economies of large farms would
make them better off “in almost every respect” provided that “all
the changes of the last fifty years continue in the same direction”
(Marshall [1883] 1969:204).

Moreover, ownership of land involves more sentimental than
material incentives.

A man who buys land gets a much smaller net income from it than he
could get in other ways; he pays this extra price chiefly for the social
position that it gives. If he makes himself unpopular he deprives him-
self of that very thing for which he has paid so high a price. He has
every inducement to befriend his poorer neighbours. Allowing for
some exceptional cases, it is...indisputable that he exerts himself
more to do good to others than the rich man in any other country of the
world does. (Marshall [1883] 1969:202)13

People in England are not, therefore, in the “power of land-
lords,” Marshall argues. Indeed, the monopoly power that George
decries arises not from private ownership per se, but from single
ownership of all the land. He challenges George “to prove in an
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