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Preface

William S. Peirce

When Henry George collapsed and died in the final days of his campaign
for mayor of New York in 1897, he left the nearly complete manuscript of
The Science of Political Economy. Henry George Jr. completed both the cam-
paign and the book for his father. While the mayoral campaign, George’s
second, had been planned only a few months earlier, the book had been
a goal of George’s ever since the publication of his best known work,
Progress and Poverty, in 1879. The earlier work was an eloquent plea for
attacking the disgraceful poverty that seemed to increase in step with the
momentous progress of technology and industry during the nineteenth
century. George realized, however, that his remedy of taxing away the
economic rent of land would provoke powerful opposition from land-
owners and other beneficiaries of those rents. Thus, he needed to publish
an economics text that established his credentials in the field and under-
girded the theoretical argument for his remedy.

The mayoral campaigns of 1886 and 1897 were not the only distractions
that kept George from earlier completion of The Science of Political Economy.
Most important, he had to write and lecture to support a growing family.
Lecture tours took him to Europe and Australia, as well as to far corners
of the United States. George also felt pressure to participate in politics to
advance land value taxation. In addition to the two mayoral campaigns,
George ran for secretary of state of New York on the United Labor Party
ticket and considered accepting a presidential nomination from the same
party. Even after disengaging from that party, George remained active in
debates on issues of public policy such as the tariff and public ownership
of franchised monopolies. While direct political activity offered the hope

vii
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of immediate gains, George also worked to build a single tax movement.
He launched his weekly, The Standard, on January 8, 1887, and continued
to devote much effort to it until late in 1890. Moreover, supporters orga-
nized single tax clubs, both nationally and internationally, and invited
George to lecture. The vigor of the movement during George’s last years
could give him optimism about the eventual adoption of his remedy.

Finally, after recovering from a stroke in December 1890 that left him
speechless for a few days, George cast aside the distractions and began
work on The Science of Political Economy in April 1891. On May 15, 1891,
Pope Leo XIII released the encyclical Rerum Novarum. In George’s view,
the encyclical repeated the error found in much of the economics litera-
ture of conflating God-given land with the capital produced by human
beings working with natural resources. George felt compelled to respond
with The Condition of Labor, a scholarly effort that required five months to
complete.

Another distraction promptly presented itself when, in 1892, the illus-
trious Herbert Spencer published a revised version of his 1850 work,
Social Statics. The revision omitted the portion of the original work that
strongly condemned private ownership of land. George took the opportu-
nity of challenging Spencer’s defection as the occasion to write A Perplexed
Philosopher, a book that delivers in the language of philosophers the argu-
ment for socialization of natural resource rents that he had delivered in
theological terms to Pope Leo XIII.

Despite the pressure of other activities barely suggested earlier, George
made enough progress on The Science of Political Economy that he could
claim that it was essentially complete when he accepted the nomination to
run for mayor in 1897. If he had not interrupted the writing to campaign,
it is possible that he might have dealt with additional topics or deep-
ened his discussion of money. Nevertheless, the text as left in the care of
Henry George Jr. was more nearly complete than one might expect of an
interrupted book manuscript because George had taken the precaution
of having chapters typeset as they were completed so the manuscript
would not be lost and he could send galleys to friends for comments. The
text reprinted here is the original, which has remained unchanged since
Henry George Jr. prepared it for publication in 1898.

ACKNOWLEDGEMENTS

I wish to thank my colleague and coeditor, Francis K. Peddle, for his
introductory essay to this volume as well as for the creation of the critical
annotations. Professor Peddle analyzes, from philosophical, economic,
and historical perspectives, George’s basic principles of political economy,

printed on 2/8/2023 5:13 PMvia . All use subject to https://ww.ebsco.conlterms-of-use



EBSCOhost -

Preface ix

including the concepts of wealth, value, production, and distribution. Dr.
Alexandra Lough assembled and edited the manuscript with her now
well-established diligence for the volumes in this series. Arthur Lane, a
graduate student at Dominican University College in Ottawa, Canada,
provided invaluable assistance to Professor Peddle in assembling the
critical annotations. I would like to acknowledge the professional index-
ing expertise of Maura Brown for this volume. As with the previous
volumes in this series, we are indebted to Zach Nycum of the Rowman
& Littlefield Publishing Group for shepherding this volume through the
production process during the challenging period of the current global
pandemic. Thanks are also extended to the Henry George Foundation of
Great Britain for its ongoing commitment to this project. The support of
the board of directors and staff of the Robert Schalkenbach Foundation,
the main sponsor of this six-volume series, is gratefully acknowledged.

William S. Peirce
Series coeditor

printed on 2/8/2023 5:13 PMvia . All use subject to https://ww.ebsco.conlterms-of-use



EBSCChost - printed on 2/8/2023 5:13 PMvia . A

use subject to https://ww. ebsco. conlterms-of -use



EBSCOhost -

Introduction

Political Economy and the
Satisfactions of Wealth

Francis K. Peddle

STUDENTS, PROFESSORS, AND REFORMERS: 1877-1897

The founding of Berkeley, California, and the University of California in
1868 are so intertwined that it is fair to say that Berkeley has had the aura
of an archetypal university town from its very inception. In 1866 the Col-
lege of California sought a new site for its campus, at the time situated in
Oakland on the eastern shore of San Francisco Bay. It settled on an area
of land just to the north at the foot of what is known as the Berkeley Hills.
Named after the famed British philosopher George Berkeley, the college
relocated to the Berkeley site in 1873 with 167 male and 22 female stu-
dents. Occupying glorious vistas over San Francisco Bay, the University
of California at Berkeley became one of the most famous universities in
the world. When a young Henry George accepted an invitation in early
1877 to give a lecture on political economy at Berkeley, one can only imag-
ine the contrast, physical and philosophical, between the leafy setting of
those early days and the modern campus of today in the sprawling urban
conglomerate of the Bay Area.

Political economy was well established as an academic discipline by
the 1870s. There were the giants in the field such as Adam Smith, David
Ricardo, and John Stuart Mill. There were also legions of authors of books
with the ubiquitous title of “the principles of political economy.” All was
not well, however, in the area of classical economics. Karl Marx was sow-
ing discord in Europe with his attacks on the ahistorical complacency
of the conceptual formulations of the relation among land, labor, and
capital in the classical tradition, while retaining the basic distinctions
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of three-factor economics. On the other hand, new developments were
rapidly taking place in political economy in the 1870s that would eventu-
ally obliterate the classical concepts and usher in the era of model-based,
algorithmic economics of the twentieth century.

George was a well enough known figure in 1870s, with his journalistic
writings and the publication of “Our Land and Land Policy” in 1871, to
move in the established circles of opinion making and public debate. In
1877 there was no chair of political economy at the fledging University
of California. George was apparently being courted to take the inau-
gural seat. He readily accepted President John Le Conte’s invitation to
speak with the expectation that an academic career may be in the offing.!
According to his son, Henry George Jr., there was no title in the world
that the thirty-eight-year-old George coveted more than that of “profes-
sor.” Twenty years later, at the end of his life, he may no doubt have
regretted what he wished for in those heady days in the Berkeley Hills.
In the intervening years George relentlessly attacked and was in turn
assailed by the inhabitants of academia. That debate yields some hard
lessons for modern economics. The dispute begins with “The Study of
Political Economy,” delivered at Berkeley on March 9, 1877, and ends
with The Science of Political Economy, posthumously published in 1898 by
Henry George Jr. after his father’s death on October 29, 1897.

The Berkeley lecture aspires to put the ideals of youth, student life, and
independent thought at the forefront of political economy. Its appeal is to
the immediate interests of the young. How does one make a living? What
might be my future wages? What wealth will come my way in life? What
can I expect from society? To answer such questions, George invokes the
authority of “mental experiments” instead of the alien discourse of text-
books and what passes for accepted economic doctrine. There is no more
powerful elixir, he declared, for young minds than separating, combin-
ing, or eliminating conditions in our imaginations. This is George’s com-
mon sense methodology. It shows up again with full force in Book I of
The Science of Political Economy. It eschews complexity for straightforward
conceptual rigor. Endorsements of a noncorroborative deductivism or an
unintelligible empiricism are not to be found here.

The mission statements of universities of today invariably genuflect
to the fostering of critical thinking. On its face, critical thinking often
requires nothing more than a healthy skepticism. Thinkers have been
doing as much since the dawn of civilization. George’s exhortation to
engage in imaginative experimentation in political economy contrasts
sharply with modern formulations of critical thinking that often devolve
into a miasma of conflicting and confusing definitions about the process
of reflection.? George exhorts the students of Berkeley to take on the great
paradoxes of society. He confidently declares, “Political economy alone
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can give the answer.” The law of social life is the law of liberty and the
law of love. George’s oratory was transcendental, an economic imaginary
is born, and the sovereign remedy on the horizon. George’s Berkeley
lecture heralds a normative political economy and a reformist movement
that is still very much with us.

Both the San Francisco Examiner on March 12 and the Oakland Tribune on
March 10, 1877, ran reviews of George’s lecture. They reported that it was
warmly received by students and faculty alike. The San Francisco Examiner
noted the presence of a large number of female students. In what appears
to be a question and answer session, the Oakland Tribune reports the
lecturer as saying, “And I trust that this University shall send forth men
not merely distinguished for learning, but men in whom the flame here
kindled shall glow with warmth as well as light; men in whom zeal shall
be directed by knowledge; men who shall carry the standards of progres-
sive humanity to hights [sic] that now seem inaccessible, and translate
into reality the longings of the race.” These words of George would carry
on into ideals of the Progressive Era and indeed into the Berkeley Free
Speech Movement of the 1960s. Universities can be engines of social
change, but they can equally stultify it. George’s detailed critiques of mul-
tiple schools of economics, from classical to Austrian neoclassical, from
the “brainless abstraction” of socialism to the monopolistic capitalism of
the Industrial Revolution reveal just how pervasively the scholarly world
can be coopted by the interests of the privilege holders. In 1877 George
wanted to liberate political economy for the cause of economic transfor-
mation and social justice.

What the Berkeley professors thought of this storming of the Bastille
is unclear. Some things, however, can be easily surmised. George was
never appointed to a “chair” of political economy. He had no credentials,
such as they were in those days. As a journalist he had ferreted out cor-
ruption in university real estate dealings. Now he was belittling academe
for giving “a simple and attractive science an air of repellent abstruseness
and uncertainty.” And yet his son, Henry George Jr., said that he had
a continuing high regard for universities as institutions of “progressive
thought.”® Respect for expertise was retained by George when it was due.
His reading of John Stuart Mill comes to mind, despite incisive criticisms
in The Science of Political Economy. If, however, learning is brandished to
relieve students of their ideals of justice, if impenetrable doctrine is used
to legitimize the unjust, and overanalyzed language concocted to obscure
the nonsensical, then by all means call it out in the marketplace of ideas.
Society, wealth, and institutions are fragile. Authorities must be main-
tained. There is a strong tendency toward theories that buttress the pre-
ordained strata of poverty, inequality, and privilege. Scholarly ingenuity
cannot be expected to resist all these influences.
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Twenty years later, after the enormous struggles of the 1880s, the
simplicities of the Berkeley lecture are leavened by George’s complex
engagement with the history of political economy. He never ceases to
highlight the discipline’s confusions, its troubled methodologies, and the
sheer weight of its profuse meanderings through the thickets of the sup-
posedly indefinable nature of wealth and its distribution. The promise of
the Berkeley lecture, that political economy can indeed save civilization,
appeared increasingly difficult to guarantee. Why is political economy so
uniquely vulnerable to internal breakdown by endless deflections from
its essential undertaking? George’s answer found its program of institu-
tional transformation in Progress and Poverty, its scientific formulation in
The Science of Political Economy.

BOOK I
ECONOMIC PRACTICE AND ITS MANY VINDICATIONS

It is exceedingly difficult for us today to think, as George wants us to do, in
terms of “the economics of community.” The reasons for this are not only
rooted in our transactional individualism but also in how we think of the
“whole,” especially the economy as a whole. Macroeconomics is usually
defined as aggregate changes in gross domestic product, employment,
the growth rate, or productivity. It is a quantitative, statistical science of
economic aggregates. Microeconomics is at the entity level, be it that of the
individual, the association, or the corporation. Both macro- and microeco-
nomics relate to the real world through narrow prisms that create distorted
and one-sided abstractions. No individual lives today utterly outside of
civilization. Conversely, society is not simply an aggregate of individual or
associated entities. George’s philosophy of economics forces us, if anything,
to think of the individual and the community in ways that are outside of
the normal assumptions of both classical and neoclassical economics, and
indeed outside of the many sociologies of knowledge that took root around
his time. His approach to the individual is not to construct an abstraction
out of economic or social relations. Nor is society a shifting contractual
arrangement, historically determined by an ever-changing human nature
and institutions. His thinking avoids the pitfalls of both a reductive individ-
ualism and an impoverished collectivism. This nonindividual individual-
ism, or unsocial sociability, to use a well-known phrase of Immanuel Kant,
accounts for many of the critical and varied reactions to George’s philoso-
phy in the twentieth century. It also illuminates its ongoing fascination for
many people who hope for economic justice.

Georgist economics is neither macro- nor microeconomically deter-
mined. His definition of the individual is not the entity of contemporary
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microeconomics, with its many historical burdens of hono economicus and
the strata of human foibles and dispositions that sectionally find their
way into the modeling of economic behavior. His portrayal of the eco-
nomic whole is not the national economy of macroeconomic indicators.
Nor is political economy for him a discipline that uses the underlying con-
cepts of micro- or macroeconomics, such as marginal utility and demand,
diminishing returns and supply, or the elasticity of demand. George criti-
cizes all of these prevalent concepts in contemporary economics, which
were solidifying academically during his lifetime.

Progress and Poverty (1879), the work for which George is most well
known, is reformist, individual centered, and radically opposed to the
existing institutional obstacles to a fair distribution of wealth in an
increasingly productive society. That society was frequently buffeted by
economic depression and dislocation. There was a significant meltdown
in 1873 through which George suffered. Poignantly there was another
economic catastrophe in the 1890s while he was working on The Science
of Political Economy. His two most significant works follow on the heels
of major economic contractions. George appealed to millions through
optimistic rhetoric and internally coherent, jargon-free argument. Read-
ing him one gets the sense of a pure movement of ideas and reasoning
following theses and counter-theses wherever they may lead.

George’s writings do not contribute to the minutiae of material progress
or technological innovation except to celebrate their power to advance
economic civilization. Political economy seeks to stabilize taxonomically
our mental progress through adaptation, growth, and exchange. Progress
and Poverty ends with a brief foray into the enigma of individual life.* Its
hope for the future lies not in the transformation of human nature but
in the reparation of human institutions to allow for the full flowering of
the capacities of all individuals. He views the individual as primarily a
moral being. The Science of Political Economy picks up where Progress and
Poverty leaves off. The wrongs in the distribution of wealth, our pervasive
economic inequality, must be disclosed by what George quaintly calls the
“office of political economy.” There are two fundamental ways in which
this is to be accomplished. First, there needs to be a systematic statement
of the natural laws of wealth production and distribution. Due to confu-
sions in the definitions of wealth and value, political economy has not
been able to achieve a systematic treatment of its principles. In Book II,
Chapter I, George even goes so far as to say that a science that studies
the laws of the relations of exchangeable quantities, sometimes called
“economics,” is not akin to political economy at all. In the latter half of
the twentieth century the resurgence of “political economy” as a distinct
department in universities was an attempt to marry the modeling of
economic exchanges with politics, behavioral psychology, and sociology.

printed on 2/8/2023 5:13 PMvia . All use subject to https://ww.ebsco.conlterms-of-use



EBSCOhost -

6 Introduction

Because the term “economic” can be attached to anything, the discipline
once again splintered into behavioral economics, socioeconomics, and an
open-ended heterodoxy, which often hardened into an orthodoxy.® The
definitional and algorithmic purity of the earlier neoclassical tradition
seems a halcyon reprieve.

The second fundamental goal of political economy must be the attain-
ment of a settled language of economic communication. In George’s view
this did not exist in the nineteenth century. He spends a considerable
effort in The Science of Political Economy trying to achieve a strict alignment
of word and economic concept. For sure, the sanitization of the language
of economics was seen as long overdue by George’s contemporaries.
George abhors any attempt to do this by way of neologism. “Catallactics”
or “plutology” would never find their way into any treatise of his. George
is very consistent in his quest for everyday language and the phrases of
common sense and ordinary parlance. The universality of the natural
laws of economics must be reflected in an accepted universality of lin-
guistic expression.

Another statement of purpose laid out in the “General Introduction”
to The Science of Political Economy is the practicality of the economic
endeavor. It is not a manifesto per se for political or institutional reform,
a common misinterpretation. The Science of Political Economy is the back-
staging, the “larger measure,” for economic and political change. Practice
requires theory. Only correct thinking can lead to right action.® Francis
Bacon’s Novum Organum is George’s inspiration for a natural philosophy
of the particular science of political economy. It is the active science that
nourishes both the various components of political economy that in turn
lead to societal transformation. System, simplicity, and semantic trans-
parency are the watchwords of this active science. George has set himself
a prodigious commission for what was originally conceived of as a primer
on the basics of economics, along the lines of Millicent Garrett Fawcett’s
Political Economy for Beginners or Mason and Lalor’s The Primer of Political
Economy: In Sixteen Definitions and Forty Propositions.”

For the philosophically inclined, Book I of The Science of Political Econ-
omy starts with metaphysics and cosmology (Chapters I-III), goes on to
a philosophy of history (IV-VI), presents an epistemology (VI-VIII), a
semantics (IX-X), a voluntaristic worldview (XI), a first principle (XII), a
methodology (XIII), and a postscript on applications (XIV), or the relation
between art and science. George is an autodidact and there is little in the
early chapters of Book I that will excite credentialed philosophers. These
passages, however, contain nothing demonstrably illogical or conceptu-
ally muddled. George has an ingrained affinity for philosophical reflec-
tion. He is keen to begin “at the beginnings.” In Chapter I philosophy
is defined, which is in itself a relief, “as the search for the nature and
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relations of things.” It is not just a search but an inquiry that comes to
conclusions. Hence George is able in The Science of Political Economy to
formulate a first principle, unlike many of his peers, who have nothing
but a wobbly research agenda and no conclusive results. One of the more
elevating aspects of George’s writing is that he reconciles the stabilizing
power of settled principle with the dynamics of ongoing investigation.
Broad categories and principles provide the rubric for the individual fac-
tors, or elements, of intellectual life. Of the three factors or aspects of the
world, mind, matter, and energy, George gives priority to thinking and
perceiving, or the mental.

Political economy provides the measure for political, economic, soci-
etal, and institutional transformation. Likewise philosophy, or the move-
ment of mind or spirit (George does not make any technical distinctions
between the two), is the generating source of the ideas and patterns that
represent the basic laws of the economic world. These patterns are not
the algorithmic concatenation of this or that human foible but the objec-
tive, scientific portrayal of a natural economy. This conviction concerning
the objectivity of the science informs George’s multifaceted critiques of
classical economics, socialism, Marxist socialism, Austrian economics,
institutionalism, and communal utopianism.?

The situation of humans within the world is inescapably dynamic and
fickle, though George has an Enlightenment, pre-social-Darwinian view
of human nature as inherently unchanging. It is as “producers” that
humans are distinguished from the rest of nature. We are not limited
by what is already given to us in existence. This does not mean we are
creators ex nihilo. It does mean we have a power that puts us between
the givenness of nature and the power to create existence as such, or
the divine.” Human beings as producers are thus imago dei, limited by
the physical world though transcending it as producers. The themes of
“producer” and “producerist” became very prominent in the nineteenth
century, especially in utopian thinking and sociopolitical reform move-
ments.'” The term could easily be appropriated, has been and still is, along
the entire length of the political spectrum.! The industrials were often pit-
ted against the fainéants (the idle), as well as consumers against produc-
ers. George’s use of the term “producer” in Chapter II of Book I is strictly
neutral and philosophical. Yes, humans like to exchange things, to reason,
to engage in highly nuanced communication, but it is as producers, be it
of enhanced agricultural production, tax systems, or algorithms, that we
have a distinct place in the cosmos.

The other key aspect of the unique human power to produce is the
human ability to codperate. George deals with the basic elements of
cooperation in Chapters IX and X of Book III, “The Production of Wealth.”
The social nature of human beings is the engine of productive power
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and the advancement of knowledge. Insects and coyotes can, of course,
be said to have a social life. It is, however, on the spontaneous genius of
human codperation that George focuses when considering the produc-
tive power of civilization. The Greater Leviathan of Chapter II, Book I, is
not a tyrant or a biblical Satan, or the great White Whale of Moby Dick,
or even the concentrated authority of a Hobbesian form of political inte-
gration, contract, or covenant. Rather it is the underlying nisus toward
unforced codperation and rational arrangement that allows the “economy
of human society” to advance civilization. The “body economic or indus-
trial” or Greater Leviathan, which is the substratum of the “body politic”
or the Leviathan, is the collective expression of an uninhibited concert of
economic actors. For George, codperation is natural and organic. So it is as
well for the interaction between political economy and society.

Chapters IV through VI on civilization in Book I are an excellent
illustration of George’s desire for clarity of meaning. What is “civilized”
or not can range from industrial and technological advances to the cur-
ricula of finishing schools, from vulgar language and crimes of fashion
to the equal application of the rule of law and institutions that promote
the general welfare. There are “civilized” citizens, the ennobled per-
sonification of the term. Then there are lawless states, and the tyrants
who oversee them, so graphically represented by Plato in Book IX of
the Republic. Not situating the civilizing power in the body economic or
body industrial is a common mistake. George does not underestimate
the need for civil and political rights, but they should not be prioritized
vis-a-vis economic rights. What is first in the natural order of things is
often what is not first seen or apprehended. George’s critique of political
philosophy is similar to Plato’s. Do not let the obvious, the surface world
of appearances, delude you into thinking that civilization and politics
are coterminous. For George, the essence of civilization lies in the body
economic and its relations. Nonetheless, it would be a mistake to take
George as an economic determinist.

In order to trace the origin of civilization George must couple the
human power to produce with a rational power, defined by him as the
ability to detect and elaborate cause and effect relationships. Without
such ability science is not possible. It involves both analysis and syn-
thesis. In Chapter V George picks up on a theme that he first broached
twenty years earlier in the Berkeley lecture of 1877. This is our imagina-
tive power of making mental experiments. The study of methodology
has been vastly refined since George’s time, but he is here essentially
discussing what became known as the hypothetico-deductive method
in the twentieth century. It was certainly around before George, but it
was not until after him that it became formalized in theories of cognitive
development and genetic epistemology. The “germ of civilization” lies in

printed on 2/8/2023 5:13 PMvia . All use subject to https://ww.ebsco.conlterms-of-use



EBSCOhost -

Introduction 9

the human capacity to determine cause and effect relations through the
imagining and testing rigor of hypothetico-deductive reasoning. Animals
have subjective experiences but they do not have the limitless potential
of human production supported by rational inquiry. The advancement of
knowledge lies in co6peration and its communication. This by no means
rules out individual genius or initiative. Civilization is not, however, an
aggregate of individual agents. Chapters IV to VI of The Science of Political
Economy are a summation of George’s philosophy of history and civili-
zation. They should be read in conjunction with Book X of Progress and
Poverty on “The Law of Human Progress.” '

Most working economists do not bother with epistemology. A growing
number, however, come at the relation between a theory of knowledge
and economics through the philosophy of science. Indeed, modern-day
philosophy of economics is mostly defined, especially in the English-
speaking world, in terms of issues arising in the philosophy of science.”
George gets around, perhaps a little too effortlessly, the historical gulf
between the empirical epistemology of David Hume and the idealistic
epistemology of Immanuel Kant by sticking with “ordinary perceptions
and common speech.” He divides relations into those of coexistence and
those of sequence.™ These distinctions, in various formulations, originate
in the philosophies of John Locke and David Hume and would seem to
put George squarely in the camp of classical British empiricism. There is,
however, a definite tendency in George’s thinking toward what is nor-
mally associated with the classical German idealism of the period from
Immanuel Kant’s Critique of Pure Reason (1781) to the death of G. W. F.
Hegel in 1831."° He is very aware of the philosophical divide between
empiricism and idealism but feels that there is no requirement to resolve
definitively the matter in order to put political economy on an unassail-
able epistemological footing.

George identifies two kinds of relation that are crucial for political
economy. Relations of coexistence are simply the side-by-side appear-
ance of things. Therein we do not seek a cause. Relations of succession
or sequence are those embedded in change. Why things change, that is,
their cause, or the identification of their cause or necessary succession,
George calls “consequence.”'® The discussion of the laws of nature and
their discovery in Chapter VII of Book I involves the principle of subjec-
tivity in Descartes, or the cogito ergo sum, the classical empiricism of John
Locke and David Hume, and the Kantian analysis of the a priori, or strictly
universal and necessary component in the principle of causation. George
needs a philosophical affirmation of necessary causation to undergird the
existence of universal laws of nature in order for there to be the possibility
of a science of political economy in the first place. This is the apolitical,
permanent, and scientific foundation of the laws of economics.
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George’s approach to natural law is Ciceronian.” Natural law and
human law cannot be intermingled. Human law cannot annul natural
law. Scientific inquiry in the hard sense, according to George, must be
rigidly separated from human law. This is a difficult proposition for
many when it comes to political economy. The self-image of economics
has always included human law and institutions. The mixing together of
the laws of nature with human laws in the laws of political economy is
the most common error in the economic literature. George accuses both
the classical economists, like J. S. Mill, as well as the fledgling marginalists
of his day of falling into this trap. Political economy can only be a science
if it pursues the causes of phenomena in the “invariable uniformities of
coexistence and sequence” as found in external things.!® George’s forceful
insistence on purging political economy of human law unacceptably nar-
rows the science in the eyes of many.” If it is expanded to include such
human-created phenomena as tax codes, historical institutions, social
norms, and behavioral oddities, then it inevitably becomes a multiform
discipline that will constantly be deflected from the analysis of basic
principles. As such, political economy is a catchall undertaking attract-
ing every conceivable ornament of irrelevance. Such is often its condition
today.

The purest example of George’s focus on precise definition is to be found
in Book I, Chapters IX and X. There can be an “economy” of anything, be
it of the household, the farm, or the factory. An industrial economy is as
much a peculiar type of economy as an agricultural economy. Politics
relates to the city, society, or state. Political economy thus relates to the
community. George is adamant, however, that this means it relates to
the “social whole” and not to individuals. “Economics” especially in the
sense of a science of exchangeable quantities is often mistaken for political
economy proper. The eighteenth-century French economists, according to
George, adopted the term “physiocracy” in an attempt to steer political
economy away from the political, which was then the prevailing mercan-
tilism.** Political economy focuses on the “body economic,” the “body
social,” or the” body industrial,” which deals with the production and
distribution of wealth that is a result of the “socially conjoined effort.”
This in turn is “the maintenance and nutriment of the body politic.”
George concludes Book I, Chapter IX by stating that political economy
is not the study of ethics or political science. This will come as a jolt to
many followers of George who see him as a model of the integration of
ethics with economics through his morally based theory of functional dis-
tribution. In order to reconcile economic justice with economic efficiency
George must clearly isolate political economy as a distinct science in order
to illuminate the ways in which society is both economically and ethically
challenged.
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George’s adoption of a Ciceronian approach to natural law does not
absurdly mean there could be a political economy without humans.*
Humans, their labor, their productive imagination and energy, are the
quintessentially initiatory factor in political economy. People are obvi-
ously the ineliminably active element in production, as distinct from the
passive natural element upon which human intelligence and action is
focused. Human agency is easily discernible from natural agency. The
trick in a just society is to avoid any arbitrary impediments to access by
the human agent to the natural element. Preexisting matter and energy
in relation to human action constitute the two primary elements of
political economy. Strictly speaking capital only exists ex post facto of
this relation. This is often lost sight of in modern industrial economies
where most of our existence depends on an already formed capital
environment and its vast system of tools and artefacts. The great failure
of post-Georgist, neoclassical economics was to conflate the natural ele-
ment with our capital environment. This is an unnaturalized, two-factor
economics that has wreaked so much havoc on the modern environ-
ment and society. George’s philosophy is a naturalized three-factor
economics, which carefully avoids conflating the distinct components
of production.

The next task in Book I of The Science of Political Economy is to estab-
lish a first principle. On George’s view political economy cannot be a
science unless it is systematic. It cannot be systematic unless it has a
first principle. We live in an intellectual culture that mostly runs away
from system and first principles. Piecemeal solutions lead to piecemeal
engineering that ends up in piecemeal results. Unlike the subjectivism of
the Austrian economists that was getting a foothold in George’s day, he
sees desire as having both a subjective and objective component. The lat-
ter is what is external to us and may be material or immaterial. Political
economy includes all human desires that require economic satisfactions.
Political economy is intrinsically teleological because it is anchored in the
economic satisfaction of desire.

George is now ready, in Chapter XII, to formulate the first and central
principle of political economy as “the disposition of men to seek the sat-
isfaction of their desires with the minimum of exertion.” This principle is
universal and constitutionally inherent in all human beings. It is objective
and natural. In Chapter VI of Book IV on “The Distribution of Wealth”
George declares that this first principle depends on the distinction of
the two elements in political economy, that is, the productive power
derived from nature, which in his time is designated as “land,” and the
productive power derived from human exertion, which is designated
as “labor.” All deductions and inductions must methodologically revert
back directly or indirectly to this principle. All “imaginative experiments”
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or hypothetico-deductive/inductive exercises must be within the scope
of this principle in order for the science to be coherent and systematically
integrated.”

The first principle of political economy has historically been substituted
at times by the principle of human selfishness. Whether humans are
incorrigibly selfish or unfailingly benevolent is irrelevant to the central
principle of political economy. It is an assumption that has open-ended
verifications as well as counter-factuals. Just as philanthropy is no substi-
tute for economic justice, so human greed as the soi disant denominator of
human economic action tells us little about the nature of our productive
disposition. As always George seeks an objective, factual explanation of
economic activity and not imputed motives that can never be verified or
determined.”

The question arises as to whether George’s first principle of political
economy is simply a statement of the centrality of the efficiency principle
in economics. Productive and allocative efficiency are the two ways in
which the efficiency principle is characterized in modern economics
textbooks. There are a number of aspects to this portrayal. Economic
efficiency is when every scarce resource in an economy is used and dis-
tributed among producers and consumers in a way that produces the
most economic output and benefit to consumers. Economic efficiency
can involve efficient production decisions within firms and industries,
efficient consumption decisions by individual consumers, and efficient
distribution of consumer and producer goods across individual consum-
ers and firms. Pareto efficiency is when every economic good is optimally
allocated across production and consumption so that no change to the
arrangement can be made to make anyone better off without making
someone else worse off.** Does George’s first principle organize coher-
ently all these distinctions? It is the task of the philosopher of economics
to draw all the elements of the productive and distributive system back
to the first principle. Exchange, and money as the medium of exchange,
for instance, can only be properly understood as labor-saving instruments
of an economy that is more advanced than one based simply on adapting
or growing.

George substantively finishes Book I with a methodological reflec-
tion that reconciles the deductive and inductive approaches to political
economy. “Old school” political economists, like Smith, Ricardo, and
Mill, are aligned with the deductive method by George, while the “new
school” is associated with the inductive approach such as can be found in
the works of the American economists Henry C. Carey or Edward James
and the writers of the early Austrian school, like Karl Menger or Eugen
Bohm-Bawerk. George does note that these terms are often nebulously
deployed. The inductive, or a posteriori, method reasons from particulars
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to universals, while the deductive, or a priori, approach does the opposite.
George prioritizes experientially, or preliminarily, induction over deduc-
tion. Once the laborious inquiries of induction have led us to a law of
nature, deduction allows us to proceed by moving from the universal to
the particular. There is something of a methodological circle here with the
inductive exercises of common sense leading to a principle from which
conclusions are drawn deductively and then tested by experience. Politi-
cal economy cannot afford to be exclusively deductive or inductive. The
principal errors of both the “old” and “new” school political economists
lie in doctrinaire methodological reductions to deductive or inductive
reasoning.

There is a third method that George puts great emphasis on and that
he had done so since the Berkeley lecture of 1877. This is the “tentative
deduction” or “hypothesis.” Toward the end of Chapter XIII he calls
this form of hypothesis a “mental or imaginative experiment.”? Classi-
cal political economy was not wrong in utilizing the deductive method.
Its errors lay in insufficiently securing its premises through inductive
inquiry. The “new school” inductivists overreacted by denying there
were any universal principles at all that could form the basis of political
economy. George provides many examples of the flawed methodologi-
cal approach that is exclusively inductive. The question, for instance,
whether free trade or protection best promotes the general welfare is
settled by inductive economists solely through special investigations of
the effects of one or the other during certain times and places. This meth-
odological reductionism, or directly inductive approach, eventually led
to the collapse of scholastic political economy. This collapse is historically
canvassed by George in Book II of The Science of Political Economy. Political
economy cannot be a science unless it formulates sound first principles
and proceeds from them deductively. Induction tests the conclusions thus
obtained.

Do any of George’s reflections on methodology advance our reasoning
since Francis Bacon’s Novum Organon? George uses the example of the
first principle of political economy he formulated in Chapter XII to illus-
trate how he wishes to integrate deduction and induction. The first point
is that humans in seeking to gratify their desires with the least exertion,
regardless of selfish or unselfish motivations, act both subjectively and
objectively. The same cannot be said of the laws of physical science, which
are objective without any subjective coloration. The political economic
principle may be subjectively validated through an analysis of our own
motives and feelings. It is objectively legitimized through observation
of the acts of others. Having “doubly assured” this objective principle
in political economy, George can then proceed deductively and achieve
coherent and wide-ranging results. This is the overall standard within
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which the “imaginative experiments” of common sense supply the work-
ing tools of political economy.

BOOK I
THE UNTIDY HISTORY OF ECONOMICS AND
THE REAL MEANING OF WEALTH

As much as The Science of Political Economy points toward the urban eco-
nomics of the twentieth century it is also a multilayered historical critique
of the classical European economics of Adam Smith and John Stuart Mill,
the American economics of Henry C. Carey and Edward James, and the
nascent marginal economics of Karl Menger and the Austrian school.?
Book II on “The Nature of Wealth” is the core of George’s critical history
of political economy. Its primary purpose, however, is to elaborate a the-
ory of wealth and value. The combination of history and theory puts Book
IT at the heart of The Science of Political Economy. It is not the core of the
science as such because only production and distribution lead to wealth.?”
George’s view of economics is fundamentally teleological. The consump-
tion of wealth is the endgame of economic production and distribution.
Book II occupies a place in The Science of Political Economy that is intro-
ductory, definitional, and determinative of what results from the peculiar
form of human interaction with nature that we properly call economic.

Book II is tightly structured with three subdivisions. George’s carefully
annotated table of contents for each chapter makes for ease of classifica-
tion.”® Chapters I to VIII are an inquiry into the nature of wealth. This then
necessitates an analysis of economic value in Chapters IX to XIV. After
developing the interrelation between wealth and value George returns, in
Chapters XV to XXI, to a consideration of the true meaning of economic
wealth wherein he develops his well-known distinction between “value
from production” and “value from obligation.” These subdivisions can be
broken down further into a critical history of academic, or what George
calls “scholastic,” economics up to the end of the nineteenth century.
That history reveals widespread confusion with respect to the meaning of
wealth. George focuses on the causes of this confusion, which are primar-
ily to be found in bewilderment about the meaning of “value.” Only after
formulating a theory of value can George return to a settled consideration
of the meaning of wealth in Chapters XV to XXI.

(i) The Reformer’s Portal into Nibneteenth-Century Political Economy

Book II, Chapter I, provides an excellent survey of the many permutations
and idiosyncrasies of the literature on political economy in the nineteenth
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century and its struggles to define wealth. Well-summarized informa-
tion about the definition of wealth is cataloged and listed. Lying behind
the giants, from Adam Smith to Alfred Marshall, are a little remembered
trove of texts, primers, treatises, commentaries, pamphlets, and critical
reviews. One can glean from this survey a sense of what was entering
into both the academic and popular consciousness of the time. George’s
own profession was journalism and he knew well enough what people
were reading and debating. There are writers with whom George is
more frustrated than others. His more strident polemics are reserved for
upcoming writers such as Alfred Marshall or Eugen Bohm-Bawerk. They
are accused of engaging in “pseudo-science,” clothing it in the obscurities
of foreign languages, in order to mask their spivery.

As we find out retrospectively in Chapter IX there is a common theme
in the cacophonous history of nineteenth-century political economy. All
agree that wealth has value. The question remains whether all value is
wealth.” Many political economists make no attempt at all to define the
primary term of economics. Others, such as Arthur Perry, writing in 1866,
declare that because the word “wealth” is the bane of political economy, it
is best to drop it altogether and free up the discipline for more rewarding
work.* That, of course, is not an option for George because his conception
of political economy makes it akin to a physical science and not a study
of the economic foibles of individuals, institutions, or nations. If wealth
is the central organizing concept of political economy, then avoiding its
definition invariably leads to an inchoate science of values, or a mere car-
tography of such values.

The movement toward theorizing about value theory, and elevating it
to a first principle, in the latter half of the nineteenth century is not pecu-
liar to political economy.* George’s writing goes against this trend by sub-
suming economic value under the concept of wealth. It is easy to see why
scholastic economics disintegrated if economic value is interpreted solely
in terms of the value functions of a buyer and a seller. Price theory and
the mechanisms of exchange then become central to economics. George
notes that the quantitative focus on a science of exchanges accounts for
the change in the phrase “political economy” to “economics.”® He is
adamant that economics, that is, political economy, not be reduced to the
laws of mathematics. Equally, he would be aghast at its metamorphosis
into sociology, psychology, or political science.

(ii) How Can So Many Be So Wrong About the So Obvious?

The Science of Political Economy condemns political economists far and
wide. Of the Austrian economists George writes, “far kin have long
horns.” George’s rhetoric was never known for its compromises.® Even
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Adam Smith and John Stuart Mill, his favorite writers, are guilty of mud-
dleheadedness on key points concerning wealth, value, and property.
Like many philosophers, George engages in a critical review of previous
writers for the purpose of shoring up his own unique approach to politi-
cal economy and the nature of wealth. It should not therefore be inter-
preted as a critical history that fails to do historiographical justice to its
victims but rather as a topographical guide to his own concept of wealth.

Enmeshed in the quirks of history are an array of reasons for the tortu-
ous attempts in political economy to define wealth. Foremost is the con-
flation of the wealth of the individual with that of society. For instance,
chattel slavery may make certain individuals wealthy, but it does not
increase the general wealth of society. Customary or legalized privileges
make some individuals well off at the expense of the common good. For
both Adam Smith and Henry George mercantilism and protectionism
reward some fortunate individuals by government fiat in one form or
another, but they negate the general prosperity.* Mercantilism, in its
numerous forms, always privileges one group over another. The problem
of economic inequality always follows.

Second, the alignment of wealth with money is a near universally
accepted supposition today. Citing J. S. Mill, George uses the cancelation
of debt to illustrate the point. Such cancelations would undoubtedly have
an effect on certain creditors but would not lead to the general destruction
of wealth. Canceling debt is redistributive, understood as affecting certain
individuals or groups but not germane to production and distribution.
On the other hand, drastically reducing exchanges, for instance during a
pandemic, negatively affects the general increase in wealth, even if it is
disguised in a tsunami of monetary and fiscal easing, that is, maintaining
liquidity, that artificially inflates asset prices in the real estate and stock
markets. The reason is simple: exchange is integral to production.

Third, philosophical systems often accommodate incongruities to such
an extent that their tolerance eventually becomes a matter of convention.®
For example, the identification of wealth as anything that has a quantifi-
able exchange value is often counted as the only possible meaning of
wealth.*® Natural resources and human-produced wealth exchange at
prices expressed in national currencies or a global reserve currency like
the U.S. dollar. Money in itself is not wealth. It is a measure of value. This
will stay the same no matter what prices may be assigned in terms of
values from production and values from obligation.”

A fourth road to self-delusion about the meaning of wealth is its
abstract identification with either land (nature) or labor (skills or capacity).
Hence, the confusions that arise from phrases such as “natural capital” or
“natural wealth.” Likewise, labor, or individual capacity and its doctrinal
outgrowth “the labor theory of value,” or human capital and the many
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variants thereon, are often mistakenly taken as wealth. George extolled
the Physiocrats for avoiding such one-sided hypotheses. For political
economy and wealth creation there is no such thing as labor qua labor
or nature qua nature.* Labor does not get somehow added to nature
to produce wealth or vice versa. Wealth is the “joint produce” or “joint
action” of land and labor, phrases reminiscent of Smith’s famous “annual
produce.”

Fifth, as the Industrial Revolution increased the economic standing of
the manufacturing classes in relation to agricultural landowning inter-
ests, political economy got more and more drawn into various forms of
apologetics, which eventually led to its dissolution toward the end of the
nineteenth century.® The result is an array of perverse reflections about
the nature of the relation between land and labor. If the produit net of the
Physiocrats was unduly tied to an agricultural economy, the rising indus-
trial conglomerates of the nineteenth century concealed the exponential
growth of urbanized economic rent in the accumulation of capital. The
fusion of land and labor receives its theoretical justification as “pure capi-
tal” in the hands of John Bates Clark.*’ Land is demoted, and eventually
eliminated, in the scholastic political economy. The great lesson of the
Physiocrats becomes a historical relic. George views Progress and Poverty
(1879) as the pivotal text in political economy for avoiding this collapse
into intellectual distraction.

Book II, Chapter VII, which is one of the longest chapters in The Science
of Political Economy, traces the decline of political economy into various
social schemes and proposals. Ironically, the more it becomes entwined
with nineteenth-century utopian projects and “scientisms” of one form
or another, socialistic, communistic, euchronistic, nationalistic, or cosmo-
politan, the less scientific it becomes.*! Rigor and discipline are thrown
to the wind in a philosophy of letting a hundred flowers grow. Though
George’s view of political economy is axiomatic, one consequence of its
systematic formulation of principles is the banishment of illusory utopias.
The hope is that such delusional and sometimes deadly social imaginaries
would fade away in the severity of a neutral, normative economics that
nonetheless allows for the spontaneous codperation of landowners, work-
ers, and the allocators of credit and capital. True economic justice would
be a decentralized order that fosters democracy, liberty, and economic
equality. The autobiographical Chapter VIII is, reading scantily between
the lines, George’s lament for Progress and Poverty and perhaps for the
enthusiasms of the Berkeley lecture, despite his unparalleled success.* It
may have succeeded in demolishing the old classical economics, through
attractive and exultant critiques of the wages fund theory and Malthu-
sian doctrine. Something worse nevertheless happened. The new school
economics, broadly brushed by George as Austrian, historical, inductive,
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psychological, or sociological, was even more obtuse and incoherent than
classical economics. Historical and empirical meanderings, provisional
assumptions constantly unwound, wordsmithing, and foreign language
jargonizing became the order of the day. There were ready outlets for all
of this in the specialized writing of the encyclopedias and learned jour-
nals, which George regularly followed. He hoped everything would have
been a gloss on Progress and Poverty. There should be no more debate. The
basic science of political economy was complete. But none of this was to
be. George perhaps mistakenly thought that with Progress and Poverty
the end had come to the sorry history of political economy in a fashion
echoed by Francis Fukuyama more than a century later.* It did not take
long for history and the sceptics to prove both wrong.

(iii) A Theory of Economic Value

George’s theory of value, expounded in Chapters IX to XIV of Book II,
is the most useful analytical tool in The Science of Political Econony for a
research agenda focused on efficient productivity and gathering intel-
ligence on the role of economic rent in a modern economy.* Value can
be considered separately from wealth, which was done in Progress and
Poverty by considering wealth only in terms of capital. To treat wealth
and value as equivalent is a common fallacy. A systematic treatise on
political economy requires that the nature of value be settled before the
concept of wealth is determined. There are two reasons for this. A binding
thread George discovered in his critical history of political economy is the
universal acceptance of the proposition that all wealth has value. If that
history is to have some degree of intellectual potency, then why not try to
understand ab initio how reflections on value contributed to the concept
of wealth? Second, whether all value can be included in the concept of
wealth necessitates the articulation of an unassailable theory of economic
value. It will be seen, however, that such a theory invalidates the proposi-
tion that all value has wealth.*

George starts with an examination of Adam Smith’s well-known
distinction between “value in use” and “value in exchange.” “Utility”
is immediately seized upon, unfortunately for economics, as the opera-
tive term.* Utility value covers both natural things like water as well as
human tools and products. Smith designates this value as “value in use.”
This categorization was quickly seen by Smith, and certainly later com-
mentators, as far too generic to be of much help to political economy and
perhaps should be dropped altogether. Water or air, being readily abun-
dant, have no purchasing power, as Smith was well aware, but are of the
greatest value to us.”” It is therefore necessary to come up with a category
that covers transferability or exchangeability.
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Things may satisfy human desires indirectly, be they diamonds or MRI
machines, by being exchangeable for other things. Smith styles these
transfer values as “value in exchange.” This set off a flurry of dissections
and menacing counter-factuals in the history of political economy. George
acerbically notes that the psychological school (the Austrians) dealt with
the matter by immersing the distinction in the subjective nether world of
“intensity of desire” and coupling that with “scarcity.” Marginal utility
eventually became the device generally used to resolve the “diamond-
water paradox.” John Stuart Mill, someone for whom George had the
greatest respect, also tried to obliterate Smith’s distinction by interpreting
“use” as a “capacity” and subsequently declaring that in political econ-
omy “value” can only mean “value in exchange.” In this regard George
has more sympathy for Smith than Mill. George was always sensitive
to the seepage of reductionist forms of “subjectivization” into political
economy.*

Mill takes Adam Smith to task for misconstruing “use” as a philosophi-
cally comparative exercise.* Political economy ought not to concern itself
with such exercises. For Mill “use” means “capacity to satisfy a desire”
and nothing else. George takes Mill to task for this blunder with a story
about thumb screws being brought to Scotland to use as instruments of
torture “to force Episcopacy upon the Covenanters.”® The capability of
a use cannot be equated with usefulness. Political economy ought not to
be embroiled in parsing the capability of “any” use but only of those uses
that advance “the natural, normal and general desires of men.” Perhaps
George agrees more with Thomas de Quincey who describes economic
“use” in terms of “teleologic value.”*! In other words “use” only has
meaning economically in terms of its wealth-creating end or purpose,
be it intrinsic or extrinsic. Some things in themselves, or in their “uses,”
advance the common good and some things, in their “uses,” involve use-
less effort, turmoil, and degradation. This is important for the inclusion of
“utility” in the concept of exchangeability. That in itself, however, is not
what constitutes economic value. Political economy seeks to identify sub
specie aeternitatis those desires, which George designates as “needs and
wants,” that are felt without exception by all human beings.

Human exertion is the primary measure of value, but political econo-
mists need to be careful what they mean by this.** Smith understood
this axiom, according to George, but did not consistently adhere to it.
Sometimes Smith commodifies, or capitalizes, labor by treating personal
qualities as articles of wealth. This is also common today. An education
is often described as “human capital.” George is acutely sensitive to these
category mistakes. How is the exertion axiom to be translated into precise
economic language? Today armies of researchers compile statistics about
a nation’s labor force and its accumulated “exertions.” Detailed labor
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force analysis is the stock in trade of economists. This can range from
garnering information on work force absenteeism, to charting seasonally
adjusted unemployment rates, to tracking labor force participation rates,
to determining the extent of part- and full-time employment. The big data
of economics often belie the futural nature of human exertion. In terms
of basic predictions, such as the inevitable bursting of real estate bubbles,
economics based on the teachings of Henry George will always score bet-
ter than historicist statistical descriptions aspiring to predictive certainty.

Value in exchange is not intrinsic to a thing, unlike value in use.
George confirms Smith’s distinction even though the phraseology is not,
in his view, the most felicitous. Economic value is not an intrinsically
determined attribute of a thing. In political economy it can only refer to
the estimate placed on something in terms of the toil and effort required
to obtain its possession or the quantity of other things obtained by toil
and effort that are in turn willingly exchanged for it. George concludes
Chapter X by declaring that economic value is equivalent to purchasing
power or exchange. This is not the same as equating value solely with
exchangeability per se or to reduce value in exchange to intensity of
desire. If political economy is governed by natural law, then it cannot be
wholly subjective. Natural law is George’s way of representing the objec-
tive givenness of the economic universe in both physical and moral terms.

There is, however, much more to be said about the interaction of the
subjective and the objective in the determination of economic value and
how all of this is illuminated by the first principle of political economy.
Exchangeability as such is only one aspect of the determination of
economic value. In order for there to be productivity in an industrial
economy there must be exchange. This is the qualitative sine qua non of
production. Even if there is no market for something, value can only be
estimated by imputing exchangeability. Political economy strives to mea-
sure this exchangeability.

Economic textbooks often view value in exchange as the totality of
all exchangeable things in an economy. The argument is that things can
only be valued in a universe where exchange value is the only thing that
determines exchange value. This circularity, of course, gets us nowhere.
It says that value can only be valued in relative terms without a supra-
valuational reference point. This is the so-called zero-sum economy where
there can be no general increase or decrease in value.”® Hence the relation
or proportion of value necessitates that an increase in the value of some-
thing must result in a decrease in the value of other things. The result is
an ocean of value indeterminateness, in George’s view, where value can
only be comparatively and arbitrarily fixed in relation to other values. He
is sensitive to the psychological plausibility of these arguments, tied as
they are to the everyday world of individual transactions. Nonetheless,

printed on 2/8/2023 5:13 PMvia . All use subject to https://ww.ebsco.conlterms-of-use



EBSCOhost -

Introduction 21

economic value cannot be measured in subjective evaluations of the
proportional valuation of value parts to a value whole. The inevitable
outcome is the quantitative embrouillement of current economic thinking.
Data are routinely used to argue either side of a cost/benefit analysis. For
George, value measurement must be objective and not simply a relation
of proportion. The whole of economic value cannot be established in a
ratio of values.

Labor power, through exertion, is converted into value. The power
itself is not transferable. One could say that the labor power, existing in
potentia, once externalized through exertion, gives rise to the possibility of
exchange and eventually to actual value creation.> This is not exertion in
the positive sense where there is exchange. Plus-exertion is what human
nature wants to avoid as directed by the first principle of political econ-
omy. In exertion we seek a reduction in exertion, or what George calls
“minus-exertion.” We live in the expectation that it will reduce future
exertion. In the important discussion in Book II, Chapter XII of the rela-
tion of value in exchange to labor, George notes that the sourcing of value
in exertions is aimed at saving labor. Minus-exertion as avoided labor is
the essence of the first principle of political economy. The labor theory
of value, conceptualized as plus-exertion, is in contravention of the first
principle of political economy. It is false to think that exchangeability per
se gives rise to value. Value, as “minus-exertion,” requires the medium of
exchangeability to achieve its goal. George puts the matter proposition-
ally. When a thing becomes valuable, that is, when it obtains its quality
as a labor-saving instrument for advancing the first principle of political
economy, then it enters into the realm of possibly being exchangeable.
Whatever satisfies desire without exertion, regardless of its uses or utility
capacity, will cause value to rise. It becomes the cause or motivation for
exchange and the source of demand. Exchange only recognizes value as
an indicium of minus-exertion. Exchangeability does not exist in and of
itself. It is an adjunct of value or “worth in exchange.”

At the end of Chapter XII George reintroduces the idea of proportion
and recasts it as something (valuable) in relation to exertion or what the
status of something may be in terms of the “minus-exertion” that might
be commanded in exchange. This is the determination of the “largest
amount of exertion that any one will render in exchange for it,” with
its converse obviously being “the lowest amount for which a similar
thing can otherwise be obtained.” We have here the parameters for the
supply-demand curves and the general equilibrium theory of modern
economics.”

There are two sources of value-determined exchangeability: one lies
in the initial plus-exertion/minus-exertion calculus of productivity, the
other in obligation.*® George must now demarcate these two sources of
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economic value before he can return, in the last subdivision of Book II,
to a proper definition of wealth. “Minus-exertion” is really “command-
exertion.” Command-exertion relates to human desire and its goal of
achieving things efficiently. This is not determined by the external, mate-
rial quality of a thing, such as its smell or beauty. Nor is it determined
by desire in itself, as George would have the early Austrian economists
attest.” George dismisses the “labor theory of value,” or the putative mea-
sure of the amount of exertion required to bring something into existence,
and replaces it with a command theory of the exchange of the expecta-
tions of minus-exertion. This will have the general tendency in demand
and supply curves to reduce things to the cost of production, that is, the
present cost of producing a similar thing, which is to say the amount of
desire remaining for something. The objective check on the subjectivity of
desire in political economy is the amount of labor that will be rendered
in exchange for it. In Chapter XIII George declares this check to be the
source of “effective demand.” George’s command-exertion theory of eco-
nomic value constitutes his refutation of both the labor theory of value,
espoused by both Adam Smith and Karl Marx, and the marginal utility
theory of value, invoking intensity of desire and scarcity, of Karl Menger,
Stanley Jevons, and Leon Walras. Value-determined exchangeability
takes place within the objective world of authentic or true, not spurious,
competition, which relies on a diverse world of human economic actors,
who strive to provide or obtain command-exertion value. Spurious com-
petition, on the other hand, takes place when there is a lack of economic
opportunity and is effort imposing rather than labor saving.

The final pages of Chapter XIII raise the land issue for the first time in
The Science of Political Economy. This is a logical consequence of George’s
theory of competition, which is treated at greater length in Book III, Chap-
ter XII. Land has no cost of production. The desire for it is very different
from the desire for a similar, reproducible thing in the human economy.
As George likes to say, it is created, not produced. Land is always special.
It is valued for its particular qualities, much like a fine wine or the can-
vases of Botticelli. Land, like desire, has no value as much as we like to
fantasize that it objectively does. If one controls the power of consent to
its use, then exertion may be exchanged for it. When that happens we say
it has value. When civilization materially progresses exponentially, as in
the Industrial Revolution, then the unique status of land, or its capacity
to serve, also grows exponentially. In this recognition, George’s political
economy becomes a unique philosophy of urban economics for the twen-
tieth century.

George’s crucial distinction between “value from production” and
“value from obligation” is further evidence of the incorrectness of both
the labor theory of value and the basing of economic value on the cost of
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production. One fatal error in both theories is that they focus exclusively
on past time. It is not the amount of exertion that has already gone into
something that gives it value but the exertion “that its possession will in
future time dispense with, for even the immediate is in strictness future.”
It is a value that may be created by agreement. The value of some things
may be increased or decreased without a concomitant increase in wealth,
though not necessarily, as will be seen. A whole universe of expectations,
measured in value, can be created by such obligations, the possession of
which can command value in exchange. George is careful in this context
to use the word “create” because strictly speaking this is not production.
Controversially, he maintains that value from obligation is not a part of
political economy because it does not increase the common stock but
rather nonproductively amounts to a new distribution, that is, a redistri-
bution, among individuals or groups, of wealth that already exists. It is
creative of obligations between individuals and not productive of aggre-
gate wealth.

One approach to value, the productive, is progressive, the other, the
obligatory, is regressive. The exertion of labor with an expectation of
saving future exertion is progressive. This is value from production. The
power by some to command the exertion of labor by way of imposing
obstacles to the progressive expectation of value is regressive. Value
from obligation, insofar as it adds to the amount of exertion necessary to
achieve the same satisfaction in the absence of that obligation, is viewed
by George primarily in a negative way. Value from production decreases
with the advance of society, while value from obligation increases.” The
latter form of value is therefore inversely related to wealth. The advance
of economic productivity, that is, value from production, is deflationary.
To put the matter more jarringly, the economic goal of society should be
the destruction of value.”’ Value from obligation is inflationary.®* Value
is always equivalence to exertion in the satisfaction of desires. The first
principle of political economy dictates that we all wish to “purchase
exemption” from the toil and trouble of attaining these satisfactions. This
is natural, normal, and a part of our universally disinterested economic
nature.

Does George’s theory of the power to command without the return
of labor, the landlord’s privilege, the rent seeker’s game, or the denial
of access, have nonetheless an incentivizing role to play in the produc-
tive activity of a credit-driven economy? Critics argue that George fails
to see the positive element in some forms of value from obligation.®> For
instance, financial instruments, such as bank loans or insurance poli-
cies, facilitate commerce and exchange. The examples George provides
in Chapter XIV seem to utterly divorce all forms of credit and legal
obligation from the productive economy. To what degree do nonmarket
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factors, such as government licenses or the restrictive practices of private
entities, negate or enhance productive activity?®® Furthermore, there is a
considerable literature that argues that speculation spurs productivity. In
the broad concept of value from obligation George has provided us with
an analytical search light for illuminating the antiproductive rent seekers
and their tendencies in our mostly rentier economy. The discovery of the
land monopoly is one of its most obvious discoveries. We often fail to see
what is before our very eyes, especially how the artificial preemption of
spaces and times reduces productive growth and suppresses wages.

George views value from obligation as a one-way street. It is a transfer
of income without an accompanying contribution to production.®* Fiscal
illusion, through public debt or specious capital formation, or what may
be called the “wealth illusion,” that is, what passes for wealth in many
portfolios be it hidden land monopolies or imputed rents in owner-
occupied housing, is revealed in the lie detector test George called value
from obligation. If service, and the rendering of it, is a necessary predicate
for the determination of economic value, then value from obligation in
Georgist economics derogates from social wealth accumulation because
it is a one-sided arrangement for rendering service. It is a violation of the
first principle of political economy because it is a negation of exchange,
which at bottom requires a mutual rendering, a mutual giving and tak-
ing. Because there can be no durable wealth creation without genuine
exchange, George’s negative view of value from obligation, or one-sided
appropriations or transfers of income and their capitalizations in portfo-
lios, is uncompromising. If there is a hidden exchange in the creation of
a value from obligation that spurs production, then it is a different value
and obligation takes on a different meaning. The matter then shifts from
individual income transfers and the many deceits of the rentier society
to the “socially conjoined effort” that is the proper object of the study of
political economy.

Is the refinement of the distinction between harmful and beneficial
values from obligation a significant part of the program of political
economy? Because George spent his intellectual life railing against land
monopoly, the answer should be obvious. For example, George’s remedy
for economic injustice, which he called land value taxation, would be a
government-imposed and enforceable legal “obligation.” However, it is
not a contractual or imposed obligation in the redistributive sense that
George conceives of value from obligation. By reducing the labor costs
of access to natural opportunities, land value taxation is something that
enhances overall productivity. Income taxes are values from obligation,
but harmful ones, because they are “tax wedges,” “deadweight losses,”
or “excess burdens.” Taxes on labor or consumption violate the first prin-
ciple of minus-exertion in the satisfaction of needs and wants. Economic
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rent is a natural externality, the surplus of society, which should consti-
tute the fund for its further nourishment and maintenance. This nourish-
ment only happens if it remains in communal hands. Because there is
no a priori ownership claim on economic rent, it is a fortiori not open to
individual contractual redistributions. George’s argument for delimiting
value from obligation to various forms of contract rent, or obstacles to
productivity, or what is usually called today “rent seeking,” must be care-
fully distinguished from the values from production found in Books III
and IV of The Science of Political Economy where the natural physical laws
of production are conjoined with the moral universe of the natural laws
of distribution.

(iv) Concepts of Wealth and Money

Chapters XV to XXI of Book II, and Book V, take the two types of value
and apply them to the concepts of wealth and money: their genesis,
distribution, relative permanence, and legitimacy. Generally, George
wants to restrict the concept of wealth to its material form.® This should
not be interpreted as excluding knowledge or innovation from wealth
creation.®® Mental initiative in and of itself has no economic significance
apart from externalization and materialization. For economic progress to
take place the materialization of wealth also has to have some degree of
permanence. Over time economics has developed many analytical tools
to capture this relative permanence. One example in classical economics
was fixed versus circulating capital. Today, the economic life of a product
is captured in the highly particularized, though often arbitrary, deprecia-
tion schedules of tax legislation. The idea that something produced by
us has an economic life is well embedded in our thinking about the eco-
nomic significance of things. Buildings have a long economic life, while
everyone knows electronic goods depreciate very quickly. George wants
us to think of wealth as the rendering of service embodied in material
form. Both the efficient and final causes of wealth involve the enjoying,
exchanging, giving, or obtaining of service. Wealth must be tangible.
Economically, it cannot be immaterial. We tend to analogize wealth in
swoons about the richness of a beautiful landscape or the sublimity of
infinite space. There is no wealth without the joint action of human initia-
tive and the natural world. It is only when knowledge and intelligence
cause, or bring into existence, some form of transformation or harnessing
of the natural, external world that wealth enters into the body economic.

There has been much commentary on George’s theory of capital and
its deficiencies. Book II, Chapter XVII lays out his basic views and should
be read in conjunction with Book I, Chapter II and Book III, Chapter III
of Progress and Poverty, from which George quotes extensively at the end
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of the chapter. In the economic sense, George views capital as simply a
tangible thing that has been made fit for human use in aid of the indi-
rect satisfaction of desire. For example, machines are obviously capital
used to make products for our direct consumption. Equally, machines
can be used to make more machines to make products for consumption,
theoretically ad infinitum. Algorithmic machines, which themselves can
reproduce, multiply this process indefinitely.

All capital is wealth, but not all wealth is capital. When capital is
applied to the production of more wealth it can be thought of as the stor-
age of the rendering of service. George reduces his theory of capital to the
following formula in Book II, Chapter XVII:

Wealth, in short, is labor, which is raised to a higher or second power, by
being stored in concrete forms which give it a certain measure of perma-
nence, and thus permit of its utilization to satisfy desire in other times or
other places. Capital is stored labor raised to a still higher or third power by
being used to aid labor in the production of fresh wealth or of larger direct
satisfactions of desire.

Capital, when erroneously portrayed in portfolios as immaterial, such as
goodwill or human skills, is nothing more than the inflation of expecta-
tions. The metaphorical employment of “capital” is redolent throughout
the investment world. When volatility roils the stock market, the financial
press often states that billions of dollars in wealth have disappeared or
magically reappeared. Materially, however, nothing may have changed
in the economy except expectations about the course of future production.
George wishes to purge the concept of wealth of speculative fantasy
and unreasonable expectations. Spurious capital creates as much eco-
nomic illusion as spurious money. Alone, neither human exertion nor
production create wealth. Exertion is merely the efficient cause of what
may become wealth. It is only when the products of labor are spent or con-
sumed in the satisfaction of desire that wealth is properly so designated.
Wealth is therefore fundamentally a teleological concept for George, as
it is for Adam Smith. Wealth is a “halting-place” or “storehouse” on the
way “between prompting desire and final satisfaction.”” For George,
the satisfactions of wealth are not ignoble or contemptible. They are an
inherent aspect of the life of all individuals. The satisfactions of wealth are
integral to the teleological concept of human nature. There can be no good
life, as one finds in Aristotle’s idea of eudaemonia, without wealth. Poverty
by definition is the negation of the good life, especially when it exists in
the midst of great wealth and the overall productive advance of society.
All the satisfactions of wealth are resolvable into the common denomi-
nator of service. Service is a reciprocal analytical tool for George.®® There
must be an equality of giving and receiving. When service becomes
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nonreciprocal, as often happens when specious values are created from
obligation, it ceases to be a useful economic concept. Then there is only
the destructive dialectic of inequality and human degradation. The rich
and the poor are correlatives of one another. Poverty can only be elimi-
nated when the unjust possessions that arise from value from obligation
are also abolished. The reciprocity of economic functions is basic to
George’s philosophy.® For example, the economic concepts of externality
and synergistic spillovers are natural in the Greater Leviathan. People
object to nonpoint pollution, or shelters for the homeless, as negatively
affecting their quality of life or their property values. Conversely and
rarely are they cognizant of the imputed rent of owner-occupied housing,
much less agree to the taxation of these rents, although current property
tax régimes throughout many industrialized countries do indeed capture
these rents to some extent. Communally distributed economic rent, in the
form of what George called land value taxation, is the just distribution of
reciprocal service flows. By interrupting those flows through the privati-
zation of rent or through the heavy taxation of labor, the inevitable result
is a less productive economy and an accompanying rise in economic
inequality. As the economic history of the twentieth century has shown,
these problems cannot be resolved through redistributive programs.

George maintains that the amount of wealth existing in human civiliza-
tion at any given moment is much less than is generally recognized. Its
permanency is overestimated and often illusory. Most humans do not
primarily live on stored wealth but on their exertions. Wealth disappears
very quickly when labor ceases. George subscribes to Mill’s declaration
that capital is kept in existence not by preservation but by continual
reproduction, the flip side of uninterrupted economic depreciation.”
George wants us to think of capital, money, investment, and taxation
as flows not stocks of wealth from which we extract, or give up, portions
for ourselves individually. The advance of the productive power of soci-
ety through technological innovation deflates the cost of services and
machinery. Algorithms, for example, reduce the cost of many services in
a shared economy. For George the great paradox of productive advance
and increasing poverty will not go away unless the negative relationship
between value from obligation and value from production is inverted.
Society must put in place those measures that restrain the growth in value
from obligation and enhance the efficiencies of productivity. This requires
large-scale overhauls of tax systems, patent registries, selective licensing,
and the many forms of the distribution of privilege by government fiat
that lie at the bottom of the great economic inequalities of the twenty-first
century.

Frequently, without qualification, money is equated with wealth.
George originally thought to include its consideration in Book II on “The

printed on 2/8/2023 5:13 PMvia . All use subject to https://ww.ebsco.conlterms-of-use



EBSCOhost -

28 Introduction

Nature of Wealth.” This changed in the final version of The Science of
Political Economy. He gives two reasons for relegating the discussion of
money to a separate Book V after dealing with production and distribu-
tion in Books III and IV. First of all, it was already a vast and complicated
topic in his time. Its inclusion would have made the already lengthy Book
IT unwieldy. Second, sorting out the way in which money is and is not
wealth can only properly be done after the consideration of production
and distribution. Fiat money is not wealth, while commodity money,
such as gold coins, is wealth sometimes even to the full amount of its
circulating value.”” Most fiat money, elaborated out of central bank poli-
cies and regulations, forms no part, according to George, of the wealth of
a country.

George holds to the classical, Aristotelean view of money as a measure
of value and a medium of exchange. Money mediates the commensurabil-
ity of items in exchange. It is therefore the indirect satisfaction of desire.
Nothing is more exchangeable than money. This is one of its essential
characteristics. The exchangeability of money is a reflection of its useful-
ness as an instrument for achieving what the first principle of political
economy directs. The development of money as a labor-saving medium
of exchange is natural and inevitable in the advance of civilization. How
it is denominated may be a legal fiction in a government statute but the
basic reason for its denomination is fundamental to the natural laws of
political economy. A barter system, like a local exchange trading sys-
tem (LETS), is less efficient than money created by government edict.”
Even in a global trading system with floating currencies where one cur-
rency dominates, like the U.S. dollar as the present-day reserve currency
for most international transactions, there is no such thing as universal
money, even though there is a tendency toward such universalization as
commercial relations expand.

While money, relative to barter, is an efficient medium of exchange,
it does require something else, that is, trust or credit.” This is necessary
in order to further economize on money as an instrument of exchange.
George notes that in a sense money is the backstop for all commercial
transactions. Letters of credit, bills of exchange, checks, and loan guaran-
tees must all be convertible to the common currency, usually a national
currency. Money effects and completes exchanges, but other forms of
credit or trust instruments effect the translation into the medium of
money. Be it liquidity, convertibility, fungibility, whatever you want to
call it, money and banking systems are based on social trust, the exchange
of one IOU for another. The intermediation provided by the banks allows
for the ready conversion of fixed assets, like real estate or inventories,
into “liquidity.” George would not object to this term because it fits
into his dynamic view of an energized economy. He would object to the
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overdependence of bank portfolios on long-term assets like real estate
and the resulting financialization of economies.

A national currency as the common medium of exchange also doubles
as the common measure of value. George recognizes that credit is the
most important instrument of exchange.” He refers to this as credit mon-
ey.”” Commodity money has a value that comes from production, while
the value of credit money proceeds from obligation.” This would be an
example of where a value from obligation facilitates values from produc-
tion. George notes that credit money, which is now primarily a function of
how much credit an individual is granted by credit rationing institutions,
always exchanges at a value that is greater than its intrinsic value. Book
V on money is embryonic with George’s views on money containing the
categories elaborated out of the distinctions developed in Book II with
respect to the two different types of value. These distinctions, however,
have wide-ranging application in the books on production and distribu-
tion. What is abundantly clear is that a modern industrial economy is not
possible without a universal medium of exchange.

BOOKS III AND IV
PRODUCTION AND DISTRIBUTION

Political economy as a science is reducible to the basic components of
production and distribution. These components are distinct, but it is their
interrelation that George emphasizes. Wealth is a result of production
and distribution. It does not exist prior to production and distribution.
Natural wealth, social capital, and human capacities are wonderful things
but in themselves devoid of economic meaning. Anything that obstructs
production and distribution holds back material progress. Reading Books
III and IV of The Science of Political Economy one needs to unlock the eco-
nomic imaginary, especially buried as we are in the statistical minutiae
of today.” Books III and IV were largely written in the last months of
George’s life during the summer of 1897.”% George himself considered
The Science of Political Economy complete in principle. He worked on it all
through the 1890s, albeit with some significant interruptions. The the-
matic continuity between The Science of Political Economy and the Berkeley
lecture of 1877 is most striking.

(i) Production Is Not Creation

Human beings are producers in economics, not creators. George under-
stands the distinction in terms of change. Our productive efforts must
be in relation to something external. We are initiators of change. We
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alter what already exists. Production as change is a “drawing forth”
or a modification of place or relation. The nonproduced substratum or
“nexus” upon which we make modifications is, in general philosophical
terms, called “nature.” In political economy it is called “land,” or the pas-
sive factor of production in the widest sense. Today, that can mean the
electromagnetic spectrum or airport landing slots as well as the external
space that affords us standing room or what is mapped out as build-
ing lots in suburban subdivisions. Land becomes specialized when it is
subject to human action or agency. This is land in the narrow sense and
the factor that has pivotal meaning for political economy. In economics
many fallacies have resulted from the idea that production is creation.
Turning nature and specialized land into tradable capital not only con-
stricted human labor but also set the stage for our modern ecological
disaster.

When human beings act upon land with a view to satisfying our needs
and wants, the production of wealth is the end result. Not all production
leads to wealth. Political economy is only concerned with production in
the narrow sense as the production of wealth. By counting all transac-
tional activity, whether negative or positive, as production in the gross
domestic product (GDP), for example, piano lessons or the demolition of
a house, economics attempts to do too much statistically. The end result
is that GDP is a misleading indicator of wealth creation. The restriction of
political economy to the science of the production of wealth should not,
however, be interpreted as limiting producers to those who only engage
in the extractive resource industries. Also, transportation and exchange
are elements in the production of wealth as is the primary extraction of
resources from nature and basic industrial manufacturing. All produc-
tion is teleological. Its final goal or object is consumption. Production of
wealth in political economy is only meaningful and complete when its
products are consumed. Transportation and exchange bring about the
completion of production and are thus distinct from “distribution.” In
political economy distribution deals with “the division of the results of
production” and not transportation or exchange. This is a common mis-
take in scholastic political economy.

George’s treatment of production comes under four broad categories.
The first concerns the distinctive modes of production (Chapters II-V).
The second category (Chapters V-VIII) deals with spatial and temporal
relations. The third (Chapters IX-XIII) with coSperation and competition.
Finally and very briefly, George surveys the factors of production (Chap-
ters XIV-XVII), a topic covered thoroughly in Progress and Poverty and
numerous other works. There are some important side trips and nostalgic
reflections in Book III especially when it comes to old battles with Thomas
Malthus and John Stuart Mill. George is convinced he has in Book III
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correctly broad-brushed the fundamental philosophical issues with
respect to how production ought to be approached in political economy.
The three modes of production are adapting (mechanistic), growing
(organic), and exchanging (teleological). The mode of exchanging is
uniquely human, rational, and cooperative. The Science of Political Economy
is equally a philosophical as well as economic treatise. The paucity of
detail in some of these sections does not derogate from their structural
significance for the science. As a preliminary matter George is keen to
dispute the ubiquitous idea in political economy that there are peculiar
natural laws or barriers that act as a check on human production, apart
from the obvious fact that we are spatial creatures existing in time. In
Progress and Poverty he refuted the form in which Malthus formulated a
natural law restricting production in terms of population and subsistence.
This is the supposed “niggardliness of nature,” to use Mill’s phrase,
which George sees as a typical attempt in the scholastic political economy
to shift the injustice of society to the “Originating Spirit.” The same could
be said for the wages fund theory.” In The Science of Political Economy he
feels it is necessary to counter another erroneous theory dressed up as a
natural law that limits mechanistic and organic production. This is Mill’s
elevation of the so-called law of diminishing returns in agriculture to a
first principle. To make matters worse, George caustically notes Mill's
views on the matter were incorporated into the newer scholastic writ-
ings of Francis Walker and Alfred Marshall.** The basic point is that the
extrapolation from the Ricardian notion of diminishing returns in agri-
culture to the idea of a diminishing returns in the primary or extractive
industries cannot be extended to those secondary industries that add
wealth to what is already wealth in the agricultural or primary sense.
Scholastic economists in George’s day attempted to prove the validity
of the law of diminishing returns in agriculture by a reductio ad absurdum.
It goes like this. Diminishing returns simply mean in economics that an
additional application of labor does not result, to an equal degree, in
increased productivity. Without this limitation on agricultural productiv-
ity, it is surmised that one single farm could feed the entire population of
a country by a proportional increase in the application of labor. An obvi-
ous absurdity. But such a fantasy is not the point. There is no special law
of diminishing returns in agriculture, the extractive industries, or manu-
facturing, or anything else, especially one that applies in some places and
not others. George declares that there is a general spatial law of all mate-
rial existence, which covers the relation of space in production.®! This law
governs both increasing and decreasing returns with respect to the concen-
tration of labor in space. Diminishing or increasing returns in The Science
of Political Economy are merely aspects of the first principle that we seek
to satisfy our desires with the least amount of effort. George’s philosophy
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of abundance clearly comes out in his critique of Mill on this point. It
is nonetheless a philosophy tempered by the realities of our material
existence. In the realm of the distribution of the results of production,
diminishing returns is more relevant to the law of economic rent and its
distributive dysfunctionality in our society. Human wealth production
will always be within the context of the inherent limiting factors of the
spatial and temporal laws of productivity.

Chapters V to VIII of Book III are some of the most philosophical in
the whole of The Science of Political Economy. They should be compared
to Chapters I to VIII of Book I. The reflections therein are based on the
evident proposition that human material existence is in space and time.
George might have gotten entangled in tortuous disputes about how we
understand our sensuous perceptions. Is it necessary to resolve these
controversies in order to pursue political economy? George’s answer
is an emphatic no for the reason that he takes the purpose of political
economy to be the explanation of its subject matter such that it is under-
stood by anyone of common ability. Some misunderstandings, though,
have permeated both philosophy and political economy. George begins
Chapter V by eschewing the mysteries of metaphysics. Often words and
objects are not carefully distinguished. This is especially true of human
truisms about space and time. George quickly adopts a remarkably Kan-
tian approach to the matter.® Space and time are conceptions about the
relations of things and not things in themselves. They cannot be thought
of in an unconditional sense but only contextually in relation to the things
whose relation they express. There are always at a minimum two points
in these relations that require a third point in order to make the relation
intelligible. For example, measures of temperature, pressure, extensive
magnitude, specific gravity, etc. all necessitate an identifiable substratum
upon which there is a point or node of measurement. George’s discussion
of Kant is tempered by his own admission that he may not fully under-
stand him. His remarks, however, have some important consequences for
political economy.

George’s interpretation of space and time along the lines of Kant’s criti-
cal philosophy can be summarized as follows:

1. all production of wealth involves space and time;

2. space and time are relations of extension and succession;

3. there must be measure that serves as a third to these points of rela-
tion; and

4. therefore space and time do not exist in themselves but are expres-
sions of the relation of things existing.
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Scholastic political economy commits the common error of reifying these
relations. Wedded as it is to the second or germinative mode of produc-
tion, the scholastics viewed production as not primarily human sourced.
Through his critique of Mill’s first principle of political economy, that
is, the law of diminishing returns in agriculture, George transforms
the Physiocratic special law of diminishing returns in agriculture into
the New Physiocracy of the modern urban world. The third mode of
production is amplified by infrastructure and the built environment.®
Productive exchange is further and dramatically amplified today by
our increasingly algorithmic infrastructures. This has the effect of shift-
ing our focus in political economy to human-generated exchanges and
ignoring issues related to nature and economic “land.” The intellectual
space of twentieth-century neoclassical economics has a lot to answer for
ecologically. There is also an argument that the advance of civilization to
primarily the third, exchangeable, mode of production in the New Phys-
iocracy had the effect of denaturing political economy. The upshot was
that this made the discipline less susceptible to the reification of relations
prevalent in the Old Physiocracy. The downside for Georgist economics
was that “land” in the economic sense became abstractly relationalized as
simply a commodity or capital good, a part of the ethereal capitalization
of all things, natural or otherwise.

All modes and subdivisions of production require space. There are
points of maximum efficiency in all modes of production beyond which
the application of more labor results in less efficient production. There are
complex relations between the extensive and intensive use of economic
land. Likewise, all production of wealth is sequential and temporally
based. As with space, there is a law governing the concentration of labor
in time or what might be called the intensity of exertion. Marginal analy-
sis is applicable to human exertion. It is obvious that efficiencies with
regard to labor input will lead to a loss of productivity if there is no mod-
eration in the intensity of exertion. In these chapters George sketches the
contours of what became in the twentieth century a vast body of research
on the nature of labor and its relation to productivity.*

Codperation and competition in the productive process, and their role
in exchange and demand and supply, depend upon how we describe
joint economic action. Effort can be enhanced through a combination or
multiplication of labor. Or it may be increased through the separation or
division of labor, as Adam Smith famously styled it. Both these general
forms of labor input into the productive process have their limits. George
calls these conjoined efforts to increase labor productivity their “ways.”
Combination of labor achieves what would individually be impossible.
Division of labor saves time and effort, efficiently utilizes varying human
skills, accumulates knowledge, increases economies of scale, and fosters
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technological innovation. These views on labor had been well settled in
political economy by George’s time.

It is the two “kinds” of codperation elaborated by George that are more
important for reconciling individual and communitarian economics. The
kinds of codperation reveal the method of union or how human agency
is initiated. External codperation, or what George calls “directed or con-
scious” codperation, is directed by a “controlling” will to some particular
end. In philosophical terms it is called functional teleology or extrinsic
purposiveness. George uses the example of a general commanding an
army to illustrate the point. He notes in Chapter X that the fatal defect of
all forms of socialism, and by extension unnecessary regulation, is that
it carries directed codperation beyond the narrow sphere of social life.
In this chapter one sees George’s inclination toward minimalist govern-
ment. He would not object to the egalitarian goals of the modern welfare
state but would see its many programs of redistribution as unnecessary
in a society where the greater part of the surplus yield represented by
economic rent stays in the hands of the public.®®

The second kind of codperation is “spontaneous or unconscious.” This
form of codperation is most appealing to George. It involves the actions
of many independent actors toward an end that is not explicitly acknowl-
edged by those actors but that nonetheless achieves a general result that
is conducive to the overall well-being of a community. Spontaneous
codperation, driven from within by individual intelligence, is the best
way to advance productive power and the first principle of economics.
Directed or subordinated coSperation invariably results in a loss of pro-
ductive power. Political economy must focus on spontaneous codpera-
tion. Exchange, competition, and supply and demand are the three ways
in which the study of spontaneous co6peration proceeds within the con-
text of an analysis of production.

The first manifestation of codperation or joint economic action is
exchange. This involves “foresight, calculation, judgment,” qualities
that make us distinctive as humans.* George notes that “the motive of
exchange is the primary postulate of political economy.”*” There is a uni-
versal impulse in human nature that seeks to deploy the first principle
of political economy through the efficient productive power inherent in
exchange. An aspect of exchange is competition. In the unfinished Chap-
ter XII of Book III George limns two strains of thought with regard to the
view that competition is wrong and evil. The first view of competition as
bad comes from socialism and mercantilism, which George views as the
same thing. This is the ever-present efforts by monopolists and privilege
holders to take as much as they can for themselves by distorting the
laws of distribution. The second view of competition as something bad
has a more noble origin in the revulsion most have at the “monstrous
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inequalities in the existing distribution of wealth.”® Viewed conceptu-
ally, competition is deeply rooted in the minus-exertion motive of the
first principle and is thus a natural and ineliminable aspect of political
economy. Any attempt to surgically remove it from the body economic
will inevitably have disastrous consequences for productivity.

We only have the title for the chapter on supply and demand, but
George’s views on the matter can be reconstructed from Progress and Pov-
erty and Social Problems.® Effective demand is a function of production,
not the other way around as is usually thought. A generalized reduction
in consumer demand results from a generalized check on production.
Relative demand in any particular industry is, of course, a result of par-
ticular causes such as a change in