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Preface to the third edition, 1918

Magna quies in magna spe.

The economic order here discussed is a natural order only in the sense that it is adapted
to the nature of man. It is not an order which arises spontaneously as a natural product.
Such an order does not, indeed, exist, for the order which we impose upon ourselves is
always an act, an act consciously willed.

The proof that an economic order is suited to the nature of man is furnished by
observation of mankind's development. The economic order under which men thrive is
the most natural economic order. Whether an economic order which stands this test is at
the same time technically the most efficient order, whether it provides the bureau of trade
statistics with record figures is a matter of secondary importance. At the present day it is
easy to imagine an economic system of high technical efficiency coupled with gradual
exhaustion of the human material. It may, however, be taken for granted that an
economic order under which mankind thrives will also prove its technical superiority. For
human work can, ultimately, only advance with the advance of the human race. "Man is
the measure of all things" including the economic system under which he lives.

The prosperity of mankind, as of all living beings, depends in the main upon whether
selection takes place under natural laws. But these laws demand competition. Only
through competition, chiefly competition in the economic sphere, is right evolution,
eugenesis, possible. Those who wish to ensure the full miraculous effects of the laws of
natural selection must base their economic order upon competition under the conditions
really decreed by nature, that is, with the weapons furnished by nature after the exclusion
of all privileges. Success in competition must be exclusively determined by inborn
characteristics, for only so are the causes of the success transmitted to the offspring and
added to the common characteristics of mankind. Children must owe their success, not to
money, not to paper privileges, but to the ability, strength, love and wisdom of their
parents. Only then shall we be justified in hoping that humanity may in time shake off the
burden of inferior individuals imposed upon it by thousands of years of unnatural
selection - selection vitiated by money and privileges. And we may also hope that in this
way supremacy may pass from the hands of the privileged, and that mankind, led by the
noblest sons of men, may resume its long-interrupted ascent towards divine aims.

But the economic order which we are about to discuss has another claim to the title of a
natural order.

Human beings, to prosper, must be able under all circumstances to give themselves out
for what they are. A man must be something, not appear something; he must be able to
stride through life with head erect-to speak the truth without incurring the risk Of
hardship or injury. Sincerity must not remain the privilege of heroes. The economic order
must be so framed that a man may combine sincerity with the highest degree of
economic success. The dependence inseparable from economic life should affect things
only, not men.



If a man is to be free to act as his nature dictates, religion, custom and law must extend
him their protection when, in his economic life, he is guided by justified egoism-when he
obeys the impulse of self- preservation given him by nature. If a malls actions conflict with
religious opinions, and if the man, nevertheless, is morally thriving, the religious opinions
should be examined afresh on the presumption that a tree cannot be evil which bears
good fruit. We must avoid the fate of a Christian reduced to beggary and disarmed in the
economic trial of strength by the logical application of his creed-with the result that he
and his brood go under in the process of natural selection. Humanity gains nothing if the
finest individuals it produces are crucified. Eugenic selection requires the direct contrary.
The best of mankind must be allowed to develop, for only then can we hope that the
inexhaustible treasures latent in man will gradually be brought to light.

The Natural Economic Order must, therefore, be founded upon self-interest. Economic life
makes painful demands upon the will, for great natural indolence must be overcome; it
requires, therefore, strong impulses, and the only impulse of sufficient strength and
constancy is egoism. The economist who calculates and builds upon egoism, calculates
correctly and builds for all time. The religious precepts of Christianity must not, therefore,
be transferred to economic life, where their only effect is to produce hypocrisy. Spiritual
needs arise only when bodily needs have been satisfied, and economic effort should
satisfy the bodily needs. It would be preposterous to start work with a prayer or poem. "
The mother of the useful arts is want; the mother of the fine arts is superfluity " says
Schopenhauer. In other words, we beg when hungry and pray when fed.

An economic order thus founded upon egoism is in no way opposed to the higher
impulses which preserve the species. On the contrary, it furnishes the opportunities for
altruistic actions and the means for performing them. It strengthens the altruistic impulses
by making their satisfaction possible. Under the opposite form of economic order
everyone would send needy friends to an insurance company and sick relatives to a
hospital, the State would make all personal assistance superfluous. With such an order it
seems to me that many tender and valuable impulses must be lost.

In the Natural Economic Order founded upon egoism everyone must be assured the full
proceeds of his own labour, and must be allowed to dispose of these proceeds as he
thinks fit. Anyone who finds satisfaction in sharing his wages, his income, his harvest,
with the poor may do so. Nobody requires, but nobody hinders such action. It has been
said that the most cruel punishment imaginable is to bring a man among sufferers crying
aloud for help which he is unable to give them. To this terrible situation we condemn
each other if we build economic life on any other basis than egoism; if we do not allow
everyone to dispose as he thinks fit of the proceeds of his labour. To reassure the
humanitarian reader we may here remark that public spirit and self-sacrifice best thrive
when the economic task is crowned with success. The spirit of sacrifice is one result of the
feeling of personal security and power of those who know that they can trust to their
own right hands. We may also remark that egoism should not be confused with
selfishness. Selfishness is the vice of the short-sighted. Wise men soon recognise that their
interest is best served by the prosperity of the whole.

By the Natural Economic Order we mean, therefore, an order in which men compete on
equal terms with the equipment given them by nature, an order in which, consequently,



the leadership falls to the fittest, an order in which all privileges are abolished, in which
the individual, obeying the impulse of egoism, goes straight for his, aim, undisturbed by
scruples alien to economic life-scruples which he will have opportunities enough of
obeying outside economic life.

One of the conditions of this natural order is fulfilled in our present, much-abused,
economic order. The present economic system is founded upon egoism, and its technical
achievements, which nobody denies, are a guarantee of the efficiency of the new order.
But the other, the most essential condition of any economic order that can be called
natural-equal equipment for the economic struggle-remains to be achieved. Purposeful
constructive reform must be directed towards suppressing all privileges which could falsify
the result of competition. This is the aim of the two fundamental reforms here described:
Free-Land and Free-Money.

The Natural Economic Order might also be called the "Manchester System", the economic
order which has been the ideal of all true lovers of freedom-an order standing by itself
without intervention from outside, an order in which the free play of economic forces
would rectify the blunders of State-Socialism and short-sighted official meddling.

One can, it is true, now speak of the Manchester system only to those whose judgement
is unaffected by the mistaken attempts at putting it in practice. Faults of execution are not
proofs of the faultiness of the plan itself, yet an acquaintance with what is popularly
known as the Manchester system is enough to make most people curse the whole theory
from beginning to end.

The Manchester school of economists took the right road, and the subsequent Darwinian
additions to their doctrine were also correct. But the first and most important condition of
the system was not investigated. There was no inquiry about the field in which the free
play of economic forces was to take place. It was assumed, sometimes from dishonest
motives, that the conditions of competition in the existing order (including the privileges
attached to the private ownership of land and to money) were already sufficiently free,
provided that the State stood aside and interfered no further with the development of
economic life.

These economists forgot, or did not wish to see, that for a natural development the
proletariat must be given the right of reconquering the land with the same weapons by
which it was taken from them. Instead of this, the Manchester economists appealed to
the State, which by its intervention had already disturbed the free play of economic
forces, to prevent, by its power of coercion, the establishment of a really free play of
forces. Such an application of the Manchester system was by no means in accordance
with its theory. To protect certain privileges, dishonest politicians exploited a theory which
rejected all privileges.

To form a just opinion of the original Manchester theory one must not begin by
investigating its later applications. The Manchester economists expected from the free
play of forces, first, that the rate of interest would gradually sink to zero. This expectation
was founded on the fact that in England, where the market was relatively best provided
with loan-money, the rate of interest was also lowest. The release of economic forces and
their free play, with the resulting increase in the offer of loan-money would eliminate



interest and thus cleanse the darkest plague-spot in our present economic system. The
Manchester economists did not yet know that certain inherent defects in our m monetary
system (which they adopted without examination) were insuperable obstacles to the
elimination, in this way, of the privileges of money.

Again the Manchester theory asserted that the division of inheritances and the natural
economic inferiority of children bred in opulence would divide landed property and
automatically bring rents into the possession of the people as a whole. This belief may
seem to us to-day ill-grounded, but it was at least justified to this extent, that rents were
bound to fall by the amount of the protective duties after the introduction of free-trade-
,which was also a tenet of the school. In addition to this, steamships and railways the
workers, for the first time, freedom of movement. The raised wages in England, at the
expense of rents, to the level s of labour earned by emigrants on rent- and American land
(freeland farmers). At the same time the produce of these freeland farmers reduced the
price of English farm produce-again at the expense of the English landlords. In Germany
and France this natural development was intensified to such a degree by the adoption of
the gold standard that a collapse would have occurred if the State had not countered the
results of its first intervention (gold standard) by a second intervention (wheat-duties).

It is easy to understand, therefore, why the Manchester economists living in the midst of
this precipitate development, and over-estimating its importance, believed that the free
play of economic forces might be expected to cleanse the second plaguespot in our
economic system, namely private ownership of rent on land.

In the third place the Manchester economists held that since the application of their
principle, the free play of economic forces had eliminated local outbreaks of famine, the
same methods, namely improvement of the means of communication, trade organisation,
extension of banking facilities and so forth, must eliminate the causes of commercial
crises. It had been proved that famines are the result of defective local distribution of
foodstuffs, so commercial crises were supposed to be the result of defective distribution
of goods. And, indeed, if we are conscious of how greatly the short-sighted policy of
protective duties disturbs the natural economic development of nations and of the world,
we can readily pardon the mistake of a free-trader of the Manchester school who,
ignorant of the mighty disturbances which can be caused by defects of the traditional
monetary system, expected the elimination of economic crises simply from free-trade.

The Manchester school argued further: " If, by universal free-trade, we can keep economic
life in full activity; if the result of such untrammelled, uninterrupted work is an over-
production of capital which reduces and finally eliminates interest; if in addition, the effect
of the free play of economic forces on rent is what we expect, the taxable capacity of the
population must increase to such a degree that within a short time the whole of the
national and local debts all over the world can be repaid. This will cleanse the fourth and
last plague-spot in our economic life, the burden of public debt. The ideal of freedom
upon which our system is based will then be justified before the whole world, and our
envious, malevolent and often dishonest critics will be reduced to silence."

That these fair hopes of the Manchester school have in no single particular been fulfilled,
that, on the contrary, the defects of the existing economic order are becoming greater as
time goes on, is due to the fact that the Manchester economists, through ignorance of



monetary theory, adopted without criticism the traditional monetary system which simply
breaks down when the development foretold by the Manchester economists sets in. They
did not know that money makes interest the condition of its services, that commercial
crises, the deficit in the budget of the earning classes and unemployment are simply
effects of the traditional form of money. The Manchester ideals and the gold standard are
incompatible.

In the Natural Economic Order, Free-Land and Free-Money win eliminate the unsightly,
disturbing, dangerous concomitants of the Manchester system, and create the conditions
necessary for a truly free play of economic forces. We shall then see whether such a social
order is not superior to the creed at present in vogue which promises salvation from the
assiduity, sense of duty, incorruptibility and humanitarian feelings of a horde of officials.

The choice lies between private control and State control of economic life; there is no
third possibility. Those who refuse to make this choice may, to inspire confidence, invent
for the order they propose attractive names such as co-operation or guild-socialism, or
nationalisation, but the fact cannot be disquised that all these amount to the same thing,
the same abominable rule of officials, the death of personal freedom, personal
responsibility and independence.

The proposals made in this book bring us to the cross-roads. We are confronted with a
new choice and must now make our decision. No people has hitherto had an opportunity
of making this choice, but the facts now force us to take action, for economic life cannot
continue to develop as it has hitherto developed. We must either repair the defects in the
old economic structure or accept communism, community of property. There is no other
possibility.

It is immensely important that the choice should be made with care. This is no question of
detail such as, for example, whether autocratic government is preferable to government
by the people, or whether the efficiency of labour is greater in a State enterprise than in a
private enterprise. We are here on a higher plane. We are confronted with the problem,
to whom is the further evolution of the human race to be entrusted ? Shall nature, with
iron logic, carry out the process by natural selection, or shall the feeble reason of man -
present - day, degenerate man - take over this function from nature ? That is what we
have to decide.

In the Natural Economic Order, selection under free competition untrammelled by
privileges will be determined by personal achievement, and will therefore result in the
development of the qualities of the individual; for work is the only weapon of civilised
man in the struggle for existence. Man seeks to hold his own in competition by constantly
increasing and perfecting his achievements. These achievements determine whether and
at what time he can found a family, in which manner he can rear his children and ensure
the propagation of his qualities. Competition of this kind must not be pictured as a
wrestling match or as a struggle such as takes place, for example, among the desert
beasts of prey. Nor should it be imagined that the issue for the vanquished is death. Such
a form of selection would be purposeless, for human strength is no longer brute force.
We should have to go far back into human history to find a leader who owed his position
to brute force. For the losers, therefore, competition has no longer the same cruel
consequences as in those early days. They would merely, because of their inferiority, meet



with greater obstacles when founding a family and bringing up their children, and as a
result would have a smaller number of descendants. Even this result would not always
follow in individual cases, for something would depend on chance. But beyond all doubt
free competition would favour the efficient and lead to their increased propagation; and
that alone would suffice to ensure the ascent of man.

Natural selection, thus restored, will be further intensified in the Natural Economic Order
by the elimination of sex privileges. To secure this aim, rent upon land will be divided
among the mothers in proportion to the number of their children, as compensation for
the burden of rearing children (Swiss mothers, for example, will receive about 60 francs a
month for each child). This should make women economically independent enough to
prevent them from marrying out of economic necessity, or from prolonging a marriage
repugnant to their feelings, or from being forced into the class of prostitutes after a first
false step. In the Natural Economic Order women will have not alone freedom to choose
their political representatives (an empty boon !) but freedom to choose their mates; and
upon this freedom is based the whole selective activity of nature.

Natural selection in its full, miraculous effectiveness is then restored. The greater the
effect of medical science upon the conservation and propagation of congenitally inferior
individuals, the more important it becomes to preserve in full activity nature's methods of
natural selection. We can then without reproach yield to the humane and Christian
feelings which urge the application of medical science. No matter how great the quantity
of pathological material resulting from the propagation of defective individuals, natural
selection can cope with it. Medical art can then delay, but it cannot arrest eugenesis.

If, on the other hand, we decide for State control of economic life, we exclude nature
from the process of selection. Human propagation is not, indeed, formally handed over to
the State, but virtually it passes under State control. The State determines whether and at
what time a man can found a family, and what sort of upbringing he can provide for his
children. By paying its officials different salaries the State at present intervenes decisively
in the propagation of those in its service, and in the future this intervention would
become general. The type of human being which pleased the State authorities would
become the prevailing type. The individual would then no longer gain his position by
personal capacity, by his relation to other men and to his surroundings; his success or
failure would, on the contrary, depend upon his relation to the heads of the party in
power. He would obtain his position by intrigue, and the cleverest intriguers would leave
the largest number of descendants - endowed of course with the qualities of their
parents. In this way State control of economic life would influence the breeding of men,
as changes of fashion in clothing influence the breeding of sheep, and determine the
numbers of white sheep and black sheep bred. The authority composed of the cleverest
intriguers would appoint - promote or degrade - each individual. Those who refused to
become intriguers would fall into the rear, their type would become less numerous and
finally disappear. The State mould would form men. A development above the type it
produced would be impossible.

| shall spare my readers a description of social life as it would develop under State control.
But | should like to remind them that the principle of the free play of economic forces,
even the travesty of this principle known to us before the war allows very great freedom
to large sections of society. Greater independence than that enjoyed by the possessors of
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money cannot well be imagined. They have complete freedom of choice of profession,
work as they think fit, live as they wish, have perfect freedom of movement and never
learn the meaning of State control. No one asks them from where they receive their
money. They travel round the world with no other luggage than an " open Sesame " in
the shape of a cheque-book-truly, for those concerned, an ideal state of things. This is
indeed recognised as the Golden Age - except by those excluded from this freedom by
defects of construction in our otherwise fundamentally sound economic system - except,
that is, by the proletariat. But are the wrongs of the proletariat, the defects of
construction in our economic system, any reason for rejecting the system itself and
introducing, in its stead, a new system bound to deprive all men of their freedom, and to
plunge the whole world into slavery ? Would it not be more reasonable to repair the faults
of construction, to liberate the discontented workers, and in this way to make all men
sharers in the priceless freedom of the present system ? For the aim, most certainly, is not
to make all men unhappy; it is, on the contrary, to give all men access to the sources of
the joy of life, which can be unsealed only by free play of the forces inherent in man.

From the point of view of economic technique, that is of the efficiency of labour, the
question of whether private enterprise is preferable to State enterprise is equivalent to the
question whether, in general, the impulse of self-preservation is more effective in
overcoming the difficulties connected with each man's task in life than is the impulse of
race-preservation. (*The impulse, more or less developed in every man, to preserve the
whole, the species, the community, the people, the race, humanity)

This question, because of its immediate practical importance, is perhaps more generally
interesting than the process of natural selection which requires ages to take effect. We
shall examine it briefly.

It is a curious phenomenon that a communist, an advocate of community of property,
usually believes all other men-so far at least as they are personally unknown to him - to be
more unselfish than himself. Thus it often happens that the most short-sighted egoists,
who think first of themselves and sometimes only of themselves, are in theory enthusiastic
communists. Anyone who wishes to convince himself of this fact need only, in an
assembly of communists, make the truly communistic proposal of pooling and
redistributing in equal shares wages and salaries. The result is a general silence, even
among those who, a moment before, were loudest in their praises of community of
goods. All are silent because all are calculating whether they would gain by community of
wages. The leaders flatly reject the proposal with the flimsiest arguments. Yet in fact there
is no obstacle to this community of income but the egoism of communists. Nothing
prevents the workers in a factory, community, or trade-union from pooling their wages
and distributing the total amount according to the needs of the separate families. By this
plan they could gain experience in a matter of difficulty; they could convince the whole
world of their communistic principles, and completely refute the sceptics who deny that
man is @ communist. No one prevents such communistic experiments; neither the State,
nor the Church, nor the capitalists. No capital is required, no paid officials, no complicated
preparations. A start could be made any day on any desired scale. But the need among
communists for real community of economic life is apparently so small that such an
experiment has never been attempted. Pooling of wages within the capitalistic system
only requires that the proceeds of labour should be divided according to the personal
needs of each individual; but for a State built upon community of property it would be
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further necessary to prove that this system did not diminish the individual's joy of work.
This also the communists could prove by pooling their wages. For if, after introduction of
community of wages (that is after abolition of all special reward for special effort) effort
(especially in piece-work) did not diminish; if the pooling of wages did not reduce the
total earnings; if the most efficient communists put their larger earnings into the wage-
fund as cheerfully as at present into their pockets, then the proof would be complete. The
failure of the numerous communistic experiments in the sphere of production is by no
means so conclusive a proof of the impossibility of communism as the simple fact that the
proposal to pool wages always meets with point-blank rejection; for community in the
production of goods requires special preparations, discipline, technical and commercial
leadership and, as well, instruments of production. Failure can therefore be explained in
many ways, and is not a conclusive proof that the principle itself is false, that the
communistic spirit, the feeling of solidarity, is too weak. But the proposal to pool wages
makes evasive arguments impossible. Its rejection is direct testimony against the
communistic spirit against the assertion that the impulse of race-preservation is sufficiently
strong to overcome the hardships attached the tasks of life.

It is no escape from the logic of these facts to point to the existence of communism
among the early Christians. The early Christians who practised, it appears, community of
earnings but not the more difficult community of production, acted upon religious
principles; and the others who practised family or tribal communism were under the
orders of a patriarch, a father of the community. Both acted under forced or fanatical
obedience, not in obedience to impulse. They were driven by necessity; they had no
choice. Again, the production of goods for exchange, the division of labour, which makes
differences in the individual achievements measurable and visible to every eye, had not yet
been established. Primitive men sowed and reaped, fished and hunted in company, they
were all pulling on the same rope, so it was not noticeable whether an individual pulled a
little more or less. No standards of measurement existed or were necessary, and life in
common was tolerable. But with the production of goods for exchange, with the division
of labour, a social order of this kind became impossible. The exact number of ells, pounds
or bushels contributed by each member of the community was known to everyone and
the peaceable division of the product of labour was a thing of the past. Everyone wished
to dispose of the product of his own labour, above all the most efficient workers, those
who could point to the greatest achievements and consequently enjoyed the respect of
the community. The leaders must have endeavoured to dissolve the community, and they
must have been supported by all whose achievements were above the average. When
individual production became possible, community of production necessarily disappeared.
Community of economic life, communism, did not disappear because it was feared and
attacked by outside enemies. It succumbed to inner enemies " consisting always, in this
case, of the most efficient members of the community. If communism were based upon
an impulse stronger than egoism, upon an impulse common to all men, it would have
prevailed. The adherents of communism, no matter how often driven asunder by outward
events, would always have tended to come together again.

The driving force of communism, the impulse of race-preservation (the feeling of
solidarity, altruism), is, indeed, but a diluted solution of the impulse of self-preservation
which makes for individualism in economic life, and its efficacy is therefore in inverse
proportion to the amount of dilution. The larger the society (commune), the greater is the
dilution, the weaker is the impulse to work for preservation of the community. An
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individual who works with one companion is less industrious than an individual who
enjoys the fruit of his labour alone. If there are 10, 100, or 1000 companions, the impulse
to work must be divided by 10, 100, or 1000; and, if the whole human race is to share in
the proceeds of labour, everyone will say to himself: " It does not matter how 1 work, for
my work is but a drop in the ocean.” Work is then no longer impulse-driven; impulse must
be replaced by some form of compulsion.

For this reason the Neuchatel savant, Ch. Secrétan, is right in saying: "Egoism should be,
in the main, the stimulus of work. Everything, therefore, that can give this impulse more
force and freedom of action must be encouraged; everything that weakens and limits this
impulse must be condemned. This fundamental principle must be applied with inflexible
resolution despite the opposition of short-sighted philanthropy and the condemnation of
the Churches."

We are then justified in promising that even those who believe themselves indifferent to
the higher aims of the Natural Economic Order will benefit from this reform. They may
look forward to a better table, to better houses, to more beautiful gardens. The Natural
Economic Order will be technically superior to the present, or to the communistic order.
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Preface to the fourth edition, 1920

Thanks to active and widespread propaganda by the now numerous friends of the Natural
Economic Order, this fourth edition follows, after a brief interval, the large third edition.

Of the contents of the book | can say that the war has shown me nothing new. | have not
been obliged to revise even the smallest detail of my theory. The events of the war and of
the German revolution are so many proofs of the correctness of what | wrote before the
war; and that is true of both the theoretical contents and of the political application of
these theories. The war has given capitalists, communists, Marxists, much food for
reflection. Many. perhaps most, men admit that their programmes were faulty, or they are
frankly perplexed and embarrassed. Most men indeed no longer even know to what party
they belong. All this confirms the truth of the principles upon which the Natural Economic
Order is based.

The political parties all lack an economic programme; they are held together by
catchwords. Capitalism must be modified, that even capitalists admit. Bolshevism or
communism may be possible in a primitive state of society, such as is still found in rural
parts of Russia, but such prehistoric economic forms cannot be applied to a highly
developed economic system founded on the division of labour. The European has
outgrown the tutelage inseparable from communism. He must be free not alone from
capitalistic exploitation, but also from meddling official intervention, which is an integral
part of social life based on communism. For this reason we shall experience failure after
failure in the present attempts at nationalising industry.

The communist, the advocate of the system of common property, stands at the extreme
right wing, at the entrance-door of social development. Communism is therefore the most
extreme form of reaction. The Natural Economic Order, on the contrary, is the programme
of action, of progress, of the fugleman on the extreme left. Transitional stages, merely, lie
between.

The transition from the half-developed human being of the horde to the independent,
fully-developed individual, the "a-crat", who rejects completely the control of others,
begins with the division of labour. The transition would long ago have been completed if
it had not again and again been interrupted by certain defects in our system of land
tenure and in our form of money - defects which produced capitalism; and capitalism
produced, for its own protection, the State as we know it - a hybrid between communism
and the Natural Economic Order. We cannot at this stage of development; the difficulties
created by the hybrid would in time ruin us as they ruined the peoples of antiquity. There
is no question today of halting or retreating; the choice lies between progress or ruin; we
must push on through the slough of capitalism to the firm ground beyond.

The Natural Economic Order is not a new order artificially put together. To allow the
development of the order which starts from the division of labour, it was only necessary
to remove the obstacles due to defects in our monetary system and our system of land
tenure. More than this has not been attempted. The Natural Economic Order has nothing
to do with Utopias and visionary enthusiasm. The Natural Economic Order stands by itself
and requires no legal enactments, it makes officials, the State itself and all other tutelage



superfluous, and it respects the laws of natural selection to which we owe our being; it
gives every man the possibility of fully developing his ego. Its ideal is the ideal of the
personality responsible for itself alone and liberated from the control of others-the ideal of
Schiller, Stirner, Nietzsche and Landauer.

May 5th, 1920.

Silvio Gesell
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Part I: Distribution
INTRODUCTION

If employers of labour were offered money-capital at half the present rate of interest, the
yield of every other class of capital would soon also fall to half. If, for example, interest on
the money borrowed to build a house is less than the rent of a similar existing house, or if
it is more profitable to bring a waste into cultivation than to rent similar farmland,
competition must inevitably reduce house and farm rents to the level of the reduced
interest on money. For the surest method of depreciating material capital (a house, a field)
is obviously to create and operate additional material capital alongside it. But it is a law of
economics that increased production increases the mass of available money-capital. This
tends to raise wages and finally to reduce interest to zero.

Proudhon: What is Property ?

The abolition of unearned income, of so-called surplus-value also termed interest and
rent, is the immediate economic aim of every socialistic movement. The method generally
proposed for the attainment of this aim is communism in the shape of nationalisation or
socialisation of production. | know of only one socialist - Pierre Joseph Proudhon - whose
investigations into the nature of capital point to the possibility of another solution of the
problem. The demand for nationalisation of production is advocated on the plea that the
nature of the means of production necessitates it. It is usually asserted off-hand, as a
truism, that ownership of the means of production must necessarily in all circumstances
give the capitalist the upper hand when bargaining with the workers about wages - an
advantage represented, and destined eternally to be represented, by " surplus-value" or
capital-interest. No one, except Proudhon, was able to conceive that the preponderance
now manifestly on the side of property can be shifted to the side of the dispossessed (the
workers), simply by the construction of a new house beside every existing house, of a new
factory beside every factory already established.

Proudhon showed socialists over fifty years ago that uninterrupted hard work is the only
method of successfully attacking capital. But this truth is even further from their
comprehension to-day than it was in Proudhon's time.

Proudhon, indeed, has not been entirely forgotten, but he has never been properly
understood. If his advice had been understood and acted on, there would now be no
such thing as capital. Because he was mistaken in his method (the exchange banks), his
theory as a whole was discredited.

How was it that the Marxian theory of capital succeeded in ousting that of Proudhon and
in giving sovereign sway to communistic socialism? How is it that Marx and his theory are
spoken of by every newspaper in the world? Some have suggested as a reason the
hopelessness, and the corresponding harmlessness, of the Marxian doctrine. "No capitalist
is afraid of his theory, just as no capitalist is afraid of the Christian doctrine; it is therefore
positively an advantage to capital to have Marx and Christ discussed as widely as possible,
for Marx can never damage capital. But beware of Proudhon; better keep him out of sight
and hearing! He is a dangerous fellow since there is no denying the truth of his contention
that if the workers were allowed to remain at work without hindrance, disturbance or



interruption, capital would soon be choked by an over-supply of capital (not to be
confused with an over-production of goods). Proudhon's suggestion for attacking capital
is @ dangerous one, since it can be put into practice forth-with. The Marxian programme
speaks of the tremendous productive capacity of the present-day trained worker equipped
with modem machinery and tools, but Marx cannot put this tremendous productive
capacity to use, whereas in the hands of Proudhon it becomes a deadly weapon against
capital. Therefore talk away, harp on Marx, so that Proudhon may be forgotten."

This explanation is plausible. And is not the same true of Henry George's land-reform
movement ? The landowners soon discovered that this was a sheep in wolf's clothing;
that the taxation of rent on land could not be carried out in an effective form and that the
man and his reform were therefore harmless. The Press was allowed to advertise Henry
George's Utopia, and land-reformers were everywhere received in the best society. Every
German “agrarian" and speculator in corn-duties turned single-taxer. The lion was
toothless, so it was safe to play with him, just as many persons of fashion are pleased to
play with Christian principles.

Marx's examination of capital goes astray at the outset.

1. Marx succumbs to a popular fallacy and holds that capital consists of material goods.
For Proudhon, on the contrary, interest is not the product of material goods, but of an
economic situation, a condition of the market.

2. Marx regards surplus-value as spoil resulting from the abuse of a power conferred by
ownership. For Proudhon surplus-value is subject to the law of demand and supply.

3. According to Marx, surplus-value must invariably be positive. For Proudhon the
possibility of negative surplus-value must be taken into consideration. (Positive surplus-
value is surplus-value on the side of supply, that is, of the capitalist, negative surplus-value
is surplus-value on the side of labour).

4. Marx's remedy is the political supremacy of the dispossessed, to be achieved by
means of organisation. Proudhon's remedy is the removal of the obstacles preventing us
from the full development of our productive capacity.

5. For Marx, strikes and crises are welcome occurrences, and the final forcible
expropriation of the expropriators is the means to the end. Proudhon, on the contrary,
says: On no account allow yourselves to be deterred from work, for the most powerful
allies of capital are strikes, crises and unemployment; whereas nothing is more fatal to it
than hard work.

6. Marx says: Strikes and crises will sweep you along towards your goal; the great
collapse will land you in paradise. - No, says Proudhon, that is nonsense, methods of that
kind carry you away from your goal. With such tactics you will never filch as much as one
per cent from interest.

7. To Marx private ownership means power and supremacy. Proudhon, on the contrary,
recognises that this supremacy is rooted in money, and that under altered conditions the
power of private ownership may be transformed into weakness.

If, as Marx affirms, capital consists of material goods, possession of which gives the
capitalist his supremacy, any addition to these goods would necessarily strengthen capital.
If a load of hay or a barrowful of economic literature weighs 100 lbs., two loads, two
barrowfuls must weigh exactly 200 Ibs. Similarly if a house yields $1000 of surplus-value
annually, ten houses added to it must always, and as a matter of course, yield ten times
$1000 - on the assumption that capital consists simply of material goods.
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Now we all know that capital cannot be added up like material goods, since additional
capital not infrequently diminishes the value of capital already existing. The truth of this
can be tested by daily observation. Under certain circumstances the price of a ton of fish
may be greater than the price of 100 tons. What price would air fetch, if it were not so
plentiful? As it is, we get it gratis.

Not long before the outbreak of the war landlords in the suburbs of Berlin were in despair
about the decline of house-rents, that is, surplus-value, and the capitalistic press was
clamorous in denunciation of the

"building fury of the workers and contractors"”,
of the

"building plague rife in the housing industry."
(Quoted from the German Press.)

Are not these expressions a revelation of the precarious nature of capital? Capital, which
Marxists hold in such awe, dies of the "building plague"; it decamps before the "building
fury" of the workers! What would Proudhon and Marx have advised in such a situation?
"Stop building”, Marx would have cried; "lament, go abegging, bemoan your
unemployment, declare a strike! For every house you build adds to the power of the
capitalists as sure as two and two make four. The power of capital is measured by
surplus-value, in this case house-rent; so the greater the number of houses the more
powerful, surely, is capital. Therefore let me advise you, limit your output, agitate for an
eight-hour or even a six-hour day, since every house you build adds to house-rent and
house-rent is surplus-value. Restrain, therefore, your building fury, for the less you build,
the more cheaply you'll be housed!"

Probably Marx would have shrunk from uttering such nonsense. But the Marxian doctrine,
which regards capital as a material commodity, misleads the workers into thinking and
acting on these lines.

Now listen to Proudhon: "Full steam ahead! Let's have the building fury, give us the
building plague! Workers and employers, on no account let the trowel be snatched from
your hands. Down with all who attempt to interfere with your work; they are your deadly
enemies! Who are these that prate of a building plague, of over-production in the housing
industry, while house-rents still show a trace of surplus-value, of capital-interest? Let
capital die of the building plague! For some five years only have you been allowed to
indulge in your building fury, and already capitalists feel the pinch, already they are
lamenting the decline of surplus-value, rents have already dropped from 4 to 3 % - that is,
by a quarter. Three times five years more of untrammelled labour, and you will be
revelling in houses freed from surplus-value. Capital is dying, and it is you who are killing
it by your labour."

Truth is as sluggish as a crocodile in the mud of the eternal Nile. It does not reck of time;
time measured by the span of human life means nothing to it, since it is everlasting. But
truth has an agent which, mortal like man, is always hurried. For this agent, time is
money; it is ever busy and excited, and its name is error. Error cannot afford to lie low and
let the ages pass. It is constantly giving and receiving hard knocks. It is in the way of
everyone and everyone is in its way. It is the true stumbling block.
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Therefore it does not matter if Proudhon is taboo. His adversary Marx, with his errors,
takes good care that the truth shall come to light. And in this sense we may say that Marx
has become the agent of Proudhon. Proudhon in his grave is at peace. His words have
everlasting worth. But Marx must keep restlessly moving. Some day, however, the truth
will prevail and Marx's doctrines will be relegated to the museum of human errors.

Even if Proudhon had really been suppressed and forgotten, the nature of capital would
still remain unchanged. The truth would be discovered by another; of the discoverer's
name truth takes no account.

The author of this book was led into the path pursued by Proudhon and came to the
same conclusions. Perhaps it was fortunate that he was ignorant of Proudhon's theory of
capital, for he was thus enabled to set about his work the more independently, and
independence is the best preparation for scientific inquiry.

The present author has been more fortunate than Proudhon. He discovered what
Proudhon had discovered fifty years earlier, namely the nature of capital, but as well he
discovered a practicable road to Proudhon's goal. And that, after all, is what matters.

Proudhon asked: Why are we short of houses, machinery and ships ? And he also gave
the correct answer: Because money limits the building of them. Or, to use his own words:
"Because money is a sentinel posted at the entrance to the markets, with orders to let no
one pass. Money, you imagine, is the key that opens the gates of the market (by which
term is meant the exchange of products), that is not true-money is the bolt that bars
them."

Money simply will not suffer another house to be built in addition to every existing house.
As soon as capital ceases to yield the traditional interest, money strikes and brings work
to a standstill. Money, therefore, acts like a serum against the "building-plague" and the
"working fury". It renders capital (houses, industrial plant, ships) immune from the
menace of its own increase.

Having discovered the barring or blocking nature of money, Proudhon raised the slogan:
Let us combat the privilege of money by raising goods and labour to the level of money.
For two privileges, if opposed, neutralise one another. By attaching to goods the surplus
weight now on the side of money, we make the two weights balance.

Such was Proudhon's idea, and to put it into practice he founded the exchange banks. As
everyone knows, they failed.

And yet the solution of the problem which eluded Proudhon is simple enough. All that is
needed is to abandon the customary standpoint, the standpoint of the possessor of
money, and to look at the problem from the standpoint of labour and of the possessor of
goods. This shifting of the standpoint will let us grasp the solution directly. Goods, not
money, are the real foundation of economic life. Goods and their compounds make up
99% of our wealth, money only 1%. Therefore let us treat goods as we treat foundations;
let us not tamper with them. We must accept goods as they appear in the market. We
cannot alter them. If they rot, break, perish, let them do so; it is their nature. However
efficiently we may organise Proudhon's exchange banks, we cannot save the newspaper
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in the hands of the newsvendor from being reduced, two hours later, to waste paper, if it
fails to find a purchaser. Moreover we must remember that money is a universal medium
of saving; all the money that serves commerce as a medium of exchange comes to the
savings banks and lies there until it is enticed into circulation again by interest. And how
can we ever raise goods to the level of ready money (gold) in the eyes of savers? How can
we induce them, instead of saving money, to fill their chests or store-rooms with straw,
books, bacon, oil, hides, guano, dynamite, porcelain?

And yet this is what Proudhon really aimed at in attempting to bring goods and money to
a common level. Proudhon had overlooked the fact that money is not only a medium of
exchange, but also a medium of saving, and that money and potatoes, money and lime,
money and cloth can never in any circumstances be looked upon as things of equal worth
in the chests of the savers. A youth saving against old age will prefer a single gold coin to
the contents of the largest warehouse.

We cannot, therefore, tamper with goods, they are the primary factor to which everything
else must be adapted. But let us look a little more closely at money, for here some
alteration may prove feasible. Must money always remain what it is at present? Must
money, as a commodity, be superior to the commodities which, as medium of exchange,
it is meant to serve? In case of fire, flood, crisis, war, changes of fashion and so forth, is
money alone to be immune from damage? Why must money be superior to the goods
which it is to serve? And is not the superiority of money to goods the privilege which we
found to be the cause of surplus-value, the privilege which Proudhon endeavoured to
abolish? Let us, then, make an end of the privileges of money. Nobody, not even savers,
speculators, or capitalists, must find money, as a commodity, preferable to the contents
of the markets, shops, and warehouses. If money is not to hold sway over goods, it must
deteriorate, as they do. Let it be attacked by moth and rust, let it sicken, let it run away;
and when it comes to die let its possessor pay to have the carcass flayed and buried.
Then, and not till then, shall we be able to say that money and goods are on an equal
footing and perfect equivalents - as Proudhon aimed at making them.

Let us put this demand in terms of a commercial formula. We say: The possessor of
goods, during the period of storage, invariably incurs a loss in quantity and quality.
Moreover he has to pay the cost of storage (rent, insurance, caretaking and so on). What
does all this amount to annually? Say 5% - which is more likely to be below than above
the actual amount.

Now what depreciation has a banker, capitalist, or hoarder to debit to the money in his
possession or on loan? By how much was the war-chest in the Julius Tower at Spandau
diminished in the course of the 44 years that it was stored there? Not by one penny!

That being so, the answer to our question is clear, we must subject money to the loss to
which goods are liable through the necessity of storage. Money is then no longer superior
to goods; it makes no difference to anyone whether he possesses, or saves, money or
goods. Money and goods are then perfect equivalents, Proudhon's problem is solved and
the fetters that have prevented humanity from developing its full powers fall away.
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My endeavour to give this investigation the form of a social and political programme has
induced me to postpone the solution of the problem in question to Parts 3 - 5 of this
book and to begin with sections on Distribution and Free-Land. This arrangement serves
to bring out the general scheme and to reveal more clearly the aim a Natural Economic
Order. Readers eager to learn how Proudhon's problem has been solved may however
begin with Parts 3 - 5 and turn to Parts 1 and 2 later.
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1. AIM AND METHOD

As has been pointed out in the Introduction, the economic aim of every kind of socialism
is to abolish unearned income, so-called surplus-value, sometimes termed rent and
interest. To attain this end, nationalisation or socialisation of production with all its
consequences is usually declared to be indispensable.

This claim of the dispossessed is supported by Karl Marx’s scientific investigation into the
nature of capital which attempts to prove that surplus-value is an inseparable concomitant
of private enterprise and private ownership of the means of production.

The present writer proposes to demonstrate that this Marxian doctrine is based on
untenable premises which we must abandon in order to arrive at the truth. My
conclusions are to the effect that capital must not be looked upon as a material
commodity, but as a condition of the market, determined solely by demand and supply.
The French socialist Proudhon, the opponent of Marx, gave the workers the proof of this
more than 50 years ago.

Guided by this corrected theory of capital we shall learn that the removal of certain
artificial obstacles due to private ownership of land and our irrational monetary system,
will enable our present economic order to realise fully its fundamentally sound principle.
The removal of these obstacles will allow the workers by their own labour and in a short
time (ten to twenty years) so to alter the market conditions for capital that surplus-value
will disappear completely and the means of production will lose their capitalistic
character. Private ownership of the means of production will then present no advantage
beyond that which the owner of a savings-box derives from its possession: the savings-
box does not yield him surplus-value or interest, but he can gradually use up its contents.

The savings or other money then invested in means of production (house, ship, factory)
will be returned to the owners in the shape of sums annually written off their value in
proportion to their natural wear and tear or consumption. Simply by means of
untrammelled hard work fructified by the powerful modern instruments of production,
the great admired and dreaded tyrant capital will be reduced to the harmless role of a
child's porcelain savings-box. The savings-box yields no surplus-value, and to get at the
contents its owner must break it.

The first and second parts of this book, dealing with land, show how agriculture and the
building and mining industries can be carried on without surplus-value, yet without
communism. The later parts of the book, dealing with the new theory of capital, show
how, without nationalising the remaining means of production, we can entirely eliminate
surplus-value from our economic order and establish the right to the whole proceeds of
labour.



2. THE RIGHT TO THE WHOLE PROCEEDS OF LABOUR

A worker in this book means anyone living on the proceeds of his labour. By this
definition farmers, employers, artisans, wage-earners, artists, priests, soldiers, officials,
kings, are workers. The antithesis of a worker in our economic system is therefore the
capitalist, the person in receipt of unearned income.

We distinguish between the product of labour, the yield of labour and the proceeds of
labour. The product of labour is what is produced by labour. The yield of labour is the
money received through the sale of the product of labour or as the result of the wage
contract. The proceeds of labour mean what a worker, out of the yield of his labour, can
buy and convey to the place of consumption.

The terms: wages, fee, salary are used instead of the term yield of labour when the
product of labour is not a tangible object. Example: street-sweeping, writing poems,
governing. If the product of labour is a tangible object, say a chair, and at the same time
the property of the worker, the yield of labour is not called a wage or salary, but the price
of the object sold. All these designations imply the same thing: the money-yield of the
work done.

Manufacturers' and merchants' profits, after deduction of the capital interest or rent
usually contained in them, are likewise to be classed as yield of labour. The manager of a
mining company draws his salary exclusively for the work done by him. If the manager is
also a shareholder, his income will be increased by the amount of the dividend received.
He is then at once a worker and a capitalist. As a rule the income of farmers, merchants
and employers is made up of the yield of their labour plus a certain quantity of rent or
interest. A farmer working on rented land with borrowed capital lives exclusively on the
proceeds of his labour. What is left to him of the product of his labour after payment of
rent and interest, is the result of his activity and is subject to the general laws determining
wages.

Between the product of labour (or service rendered) and the proceeds of labour lie the
various bargains which we strike daily in buying the commodities we consume. These
bargains greatly affect the proceeds of labour. It very commonly happens that two
persons offering the same product of labour for sale obtain unequal proceeds of labour.
The reason for this is that though equal as workers, they are unequal as dealers. Some
persons excel at disposing of their product for a good price, and at making judicious
choice when purchasing the commodities they need. In the case of goods produced for
the market, the commercial disposal of them and the knowledge necessary for successful
bargaining contribute as much to the success of labour as does technical efficiency. The
exchange of the product must be considered as the final act of production. In so far every
worker is also a dealer.

If the objects composing the product of labour and those composing the proceeds of
labour had a common property by which they could be compared and measured,
commerce, that is, the conversion of the product of labour into the proceeds of labour.
might be dispensed with. Provided the measuring, counting or weighing were accurate,
the proceeds of labour would always be equal to the product of labour (less interest and
rent), and the proof that no sort of cheating had taken place could be supplied by



examination of the objects of the proceeds of labour, just as one may asceration by one's
own scales whether the druggist's scales weigh correctly or not. Commodities have
however no such common property. The exchange is always effected by bargaining, never
by the use of any kind of measure. Nor does the use of money exempt us from the
necessity of bargaining to effect the exchange. The term "measure of value" sometimes
applied to money in antiquated writings on economics, is misleading. No quality of a
canary bird, a pill or an apple can be measured by a piece of money.

Hence a direct comparison between the product of labour and proceeds of labour will not
furnish any valid and legal proof as to whether the labourer has received the whole
proceeds of his labour. The right to the whole proceeds of labour, if by that phrase we
mean the individual's right to the whole proceeds of his labour, must be relegated to the
realm of imagination.

But it is very different with the common or collective right to the whole proceeds of
labour. This only implies that the proceeds of labour should be divided exclusively among
the workers. No proceeds of labour must be surrendered to the capitalist as interest or
rent. This is the only condition imposed by the demand for the right to the common or
collective whole proceeds of labour.

The right to the collective whole proceeds of labour does not imply that we should
trouble about the proceeds of labour of the individual worker. For whatever one worker
may fail to secure will be added to the remuneration of another worker. The apportioning
of the workers' shares follows, as hitherto, the laws of competition, competition being
keener, and the personal proceeds of labour being less, the easier and simpler the work.
The workers who perform the most highly qualified work are most securely withdrawn
from the competition of the masses, and are therefore able to obtain the highest price for
the product of their labour. In certain cases some natural physical aptitude (such as
singing, for example) may take the place of intelligence in eliminating the competition of
the masses. Fortunate is he whose service liberates him from the dread of competition.

The realisation of the right to the whole proceeds of labour will benefit all individual
workers in the form of an addition to the present proceeds of their labour, which may be
doubled or trebled, but will not be levelled. Levelling the proceeds of labour is an aim of
communism. Our aim, on the contrary, is the right to the whole proceeds of labour as
apportioned by competition. As an accompanying effect of the reforms necessary to
ensure the right to the whole common proceeds of labour, we may, indeed, expect the
existing differences in the individual proceeds of labour which are sometimes, particularly
in commerce, very great, to be reduced to more reasonable proportions; but that is only
an accompanying effect. The right to the whole proceeds of labour, in our sense, does
not imply any such levelling. Industrious, capable and efficient workers will, therefore,
always secure larger proceeds of labour, proportionate to their higher efficiency. To this
will be added the rise of wages in consequence of the disappearance of unearned
income. Summary:

1. The product of labour, the yield of labour and the proceeds labour are not
immediately comparable. There is no common measure for these quantities. The
conversion of one into the other is not done by measuring but by contract, by a bargain.

2. It is impossible to say whether the proceeds of labour of in workers do or do not
correspond to the whole proceeds of their labour.
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3. The whole proceeds of labour can only be understood to the common or collective
proceeds of labour.

4. The right to the whole collective proceeds of labour implies the total abolition of all
unearned income, namely interest and rent.

5. When interest and rent are eliminated from economic life, proof is complete, that the
right to the whole proceeds of labour has been realised, and that the collective proceeds
of labour are equal to the collective product of labour.

6. The suppression of unearned income raises the individual of labour - doubling or
trebling them. There is no levelling to be expected, or only a partial one. Differences in the
individual product of labour will be accurately translated into the individual proceeds of
labour.

7. The general laws of competition determining the relative amounts of the individual
proceeds of labour will remain in force. The most efficient worker will receive the highest
proceeds of labour, to use as he pleases.

Today the proceeds of labour are curtailed by rent and interest, which are not, of course,
determined arbitrarily, but by the conditions of the market, everyone taking as much as
the conditions of the market allow him. We shall now examine the manner in which these
market conditions are created, beginning with rent on land.
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3. REDUCTION OF THE PROCEEDS OF LABOUR THROUGH RENT
ON LAND

A landowner has the choice of cultivating his land or allowing it to lie fallow. His
possession of the land is independent of its cultivation. Land does not suffer from lying
fallow; on the contrary, it improves; indeed, under certain systems of cultivation, to let the
soil lie fallow is the only method of restoring its fertility.

A landowner, therefore, has no inducement to allow others to use his property (farm,
building-site, oil or coal field, water-power, forest and so forth) without compensation. If
the landowner is offered no compensation, no rent, for its use, he simply lets his land lie
fallow. He is absolute master of his property.

Anyone needing land and applying to a landowner will obviously, therefore, have to make
a disbursement called rent. Even if we could multiply the surface of the earth and its
fertility, it would never occur to a landowner to let others use his land free of charge. If
the worst came to the worst he might turn his property into a hunting ground or use it as
a park. Rent is an inevitable condition of every tenancy, because the pressure of
competition in the supply of land for letting can never be great enough to make the use
of land gratuitous.

How much, then, will the landowner be able to demand? If the whole surface of the earth
were needed for the sustenance of mankind; if no more free land were obtainable far or
near; if the whole surface of the earth were in private possession and under cultivation,
and if the employment of more labour, the application of so-called intensive cultivation,
resulted in no increase of produce; then the dependence of those without property on
their landlords would be as absolute as it was at the time of serfdom, and accordingly the
landlords would raise their claims to the utmost limit of the attainable; they would claim
for themselves the entire produce of labour, the entire harvest, and grant to the labourer,
as to a common slave, only what sufficed for his subsistence and propagation. Under such
conditions the so-called "iron law of wages" would hold good. Cultivators of the sail
would be at the mercy of landowners, and rent would be equal to the yield of the land,
less the cost of feeding the cultivator and his draught animals, and less capital-interest.

The conditions which would result in an "iron wage" do not, however, exist; for the earth
is much larger and more fertile than is necessary for the support of its present population.
Even with present-day extensive cultivation, hardly one-third of its area is exploited, the
remainder lying fallow or being unclaimed. If instead of extensive cultivation, intensive
cultivation were generally introduced - one-tenth of the surface of the earth would
perhaps suffice to provide mankind with the average amount of foodstuffs consumed by
the workers at the present day. Nine-tenths of the earth's surface in this case, be left
fallow. (Which, of course, does not mean that mankind would be satisfied with such a
result. If everyone desired to eat his fill of something better than potatoes; if everyone
wanted to have a saddle-horse, a court-yard with peacocks and pigeons, or a rose garden
and a swimming-pool the earth might, even with intensive cultivation, be too small).

Intensive cultivation comprises: drainage of swamps, irrigation, mixture of soils, deep
ploughing, blasting of rocks, marling, application of fertilisers; choice of plants for culture,
improvements of plants and animals; destruction of pests in orchards and vineyards,



destruction of locusts; saving of draught animals through railway, canal and motor
transport; more economical use of foodstuffs and fodder through exchange; limitation of
sheep-breeding through the cultivation of cotton; vegetarianism and so forth. Intensive
cultivation requires much labour, extensive cultivation much land.

No one, then, is at present compelled, by complete lack of land, to appeal to the
landowners, and because this compulsion does not exist (but solely for this reason) the
dependence of those without land on the landowners is limited. But the landowners are
in possession of the best land, and it would require a great deal of labour to bring into
cultivation the only unclaimed land in settled neighbourhoods. Intensive cultivation, again,
involves considerably more trouble, and not everyone is capable of emigrating and
settling in the unclaimed lands of the wilderness; apart from the fact that emigration costs
money, and that the produce of those lands can be brought to market only at great
expense in transport-costs and import-duties.

The farmer knows all this, and the landowner likewise. So before the farmer makes up his
mind to emigrate; before he sets about draining the neighbouring swamp; before he
turns to market gardening, he will ask the landowner what rent he demands for his field.
And before answering the question the landowner will think the matter over and calculate
the difference between the proceeds of labour on his field and the proceeds of labour (*
We again call attention to the difference between the product of labour and the proceeds
of labour. The product of labour of the emigrant may be ten times larger, yet the
proceeds of his labour the same.) on waste land, garden land, or unclaimed land in Africa,
America, Asia, or Australia. For the landowner is determined to obtain this difference for
himself; this is what he can claim as for his field. As a general rule, however, there is not
much calculation. In these matters both parties are guided by experience. Some hardy
young fellow emigrates and, if he reports favourably, others follow. In this way the supply
of labour at home is reduced, the consequence being a general rise of wages. If
emigration continues, wages will rise to a point at which the would-be emigrant becomes
doubtful whether he had not better stay at home. This indicates that the proceeds of
labour at home and in the new country are again equal. Sometimes an emigrant makes
an estimate beforehand. So it may be worth while examining such a calculation.

We may assume that the same amount of working capital is required as in Germany, so it
is not included in the estimate

An Emigrant's Estimate

Travelling expenses for himself and family $1000
Accident and life insurance during the voyage 200
Health insurance for acclimatisation, that is, the slim which an insurance

company would charge for the special risk due to the change of climate 200
Prospecting and fencing 600
Cost of emigrating and settling $2000

These expenses, which the farmer in Germany does not incur, are added to the working
capital. the interest on which is charged to working costs: 5% on $2000 $100
We assume that the settler, with the same amount of the same amount as on his native
competition of which is here to be considered. We remember that the farmer, like any
other producer, in the products of his labour but only in the goods for consumption which
he can obtain for that is, in the proceeds of his labour. The settler must send his products
to market and convert the money he obtains for them into the goods he needs for
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consumption. And he must pay for the conveyance of these goods to his new home. The
market for the exchange of his products is, as a rule, distant; if we suppose it to be
Germany, a country which is forced to import large quantities of agricultural produce, the
emigrant will have to pay:

Freight-charges for cart, railway, ship and lighter 200
Import-duty in Germany 400
Freight-charges for fighter, ship, railway and cart for the goods received in exchange 200
Import-duty in the new country 100

$1000

In the above estimate the conversion of the product of labour into the proceeds of labour,
usually effected by way of commerce, the emigrant for freight, customs-duties and
commercial profit the sum of $1000, an expense which the cultivator of German soil
avoids. If, therefore, the latter pays $1000 in rent for a piece of land which yields the
same product of labour as the emigrant's homestead, the proceeds of his labour are equal
to those of the emigrant.

There is the same economic difference in favour of the above piece of land when
compared with waste land brought under cultivation in Germany, but here instead of
transport costs and customs-duties, we have to enter the interest on the capital employed
for reclaiming the land (drainage of a swamp, mixture of the different layers of soil, liming
and manuring). In the case of intensive cultivation the difference consists, not of interest
and freight, but of the cost of cultivation.

Rent, then, tends to reduce the proceeds (not the produce) of labour to the same general
level everywhere. Whatever agricultural advantages well-cultivated German farm land
possesses over the Luneburg Heath or, through its proximity to the markets, over
unappropriated land in Canada, are claimed by landlords as rent, or appear, if the land is
sold, as its price, which is simply the rent capitalised. All differences in land as regards
fertility, climate, access to the markets, customs-duties, freights and so forth are levelled
by rent. (It should be noted that in this connection wages are not mentioned; the
omission is intentional).

Economically speaking, rent on land reduces the globe for the farmer, manufacturer and
capitalist (if he is not a landowner), to a perfectly uniform surface. As Flirscheim puts it:
"Just as the inequalities of the ocean bed are transformed into a level surface by the
water, so inequalities of land are levelled by rent". It is a remarkable fact that rent reduces
the proceeds of labour of all cultivators of the soil to the yield which may be expected
from unreclaimed land at home, or from unclaimed land in the far-off wilderness. The
notions of fertile, barren, loamy, sandy, swampy, rich, poor, well or badly situated, are
rendered, economically speaking, meaningless by rent on land. Rent makes it a matter of
indifference to a man whether he cultivates moorland in the Eiffel, or a market-garden at
Berlin, or a vineyard on the Rhine.
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4. INFLUENCE OF TRANSPORT COSTS ON RENT AND WAGES

The proceeds of labour on freeland, waste-land, marsh and moor determine how much
the landowner must pay as wages or how much he can claim as rent. The farm-labourer
will obviously claim a wage equal to the proceeds of labour on freeland, since he is free to
take possession of and cultivate freeland (which term we shall soon define more closely).
Nor is it necessary for every farm-labourer to threaten to emigrate when negotiating
about his wages. Married men with many children, for instance, would gain nothing by
such a threat, since the landowner knows that it cannot be carried into effect. But it
suffices if the emigration of the younger men causes a general shortage of labour. Even
although many labourers are unable to emigrate, the shortage of labour caused by the
emigration of others supports them in their negotiations about wages as effectively as if
they had already booked their passage.

(*How greatly wages are influenced by emigrants and migrating labour is illustrated by the following
passage from a speech by President Wilson on May 20th, 1918: " When the American Secretary of Defence
was in Italy, a member of the Italian Government enumerated to him the various reasons why ltaly felt
intimately connected with the United States. The Italian Minister remarked: -

'If you wish to make an interesting experiment go into any troop-train and ask the soldiers in English which
of them have been in America. The rest you will see for yourself.'

Our Secretary of Defence did board a troop-train and asked the men how many of them had been in
America. It seems that more than half of them rose to their feet."

The Italian receivers of rent had driven these men to America, and the American receivers of rent had driven
them home again. Because they fared as badly in America as they had fared at home, the poor devils kept
restlessly wandering to and from.

Wilson added: "There are American hearts in this Italian army!" But we know better; when these migrating
workers left their country they cursed their fate, and they cursed their fate when they left America.)

On the other hand the tenant farmer must be allowed to keep for himself an amount
equal to the proceeds of labour of the freeland emigrant and the farm-labourer, after
deduction of farm-rent and the interest on his working capital. Thus farm-rent also, is
determined by the proceeds of labour on freeland. The landowner when calculating the
rent of a farm need not leave the tenant a margin greater than the proceeds of labour on
freeland, and the tenant is not compelled to accept less.

If the proceeds of labour on freeland fluctuate, the fluctuation is transferred to wages and
to farm-rent. Among the circumstances influencing the proceeds of labour on freeland we
must consider, in the first place, the distance between the unappropriated land and the
place where the products are consumed. We may suppose this to be the place where the
commodities taken in exchange are made (manufacturing centre) or collected (trading
centre). The importance of the distance from the market is best seen from the difference
in the price of a field in the vicinity of the town and an equally fertile field farther from the
market. The reason for the difference in price is simply the distance from the market.

In the Canadian wheat district, for example, where to this day good land can be obtained
free by everyone, the wheat has to be carried on wagons, along unbeaten tracks, to the
far-distant railroad by which it is conveyed to Duluth to be shipped on lake steamers.
These carry the wheat to Montreal, where it is transferred to ocean steamers. From there



the voyage continues to Europe, say to Rotterdam, where another transfer to the Rhine
vessels is necessary. These go as far as Mannheim, and to reach the markets of
Strasbourg, Stuttgart or Zurich, the wheat must here be loaded on railway trucks. And its
price in these markets, after payment of import-duties, must be the same as the price of
wheat grown on the spot. It is a long journey costing a great deal of money; yet the
balance of the market price that remains after deducting import-duties, freight, insurance,
brokerage, stamp-duties, interest on money advanced, sacks, etc. is still only the sum
obtained by the sale of the product of labour, and not what is required by the settler in
the wilderness of Saskatchewan. This sum has to be transformed into articles for use -
salt, sugar, cloth, fire-arms, tools, books, coffee, furniture, etc. and it is only when all
these objects have arrived at the settler's homestead, and the freight on them has been
paid, that he can say: "These are the proceeds of my labour plus interest on my capital.”
(Whether the settler has borrowed the money necessary for emigration or is working with
his own capital, he is bound to deduct interest on his capital from the product of his
labour).

It is obvious, therefore, that the proceeds of labour on such freeland must depend to a
great extent on transport costs. These costs have been steadily sinking, as is shown by the
following table: (Taken from Mulhall's Dictionary of Statistics).

Freight-rates for one ton of grain from Chicago to Liverpool:-
1873 -$ 17
1880-510
1884 -5 6

That is, from Chicago to Liverpool alone, a saving of $11 on freight for every ton of
wheat; almost one sixth of the price in 1884, or one fourth of the present price (1911).
But the distance from Chicago to Liverpool is only part of the distance from Saskatchewan
to Mannheim; hence the $11 are only part of the actual saving on transport costs.

There is the same saving of freight on the goods consumed by the settler. The grain was
the product of labour; the price, $63 in 1884, of a ton of wheat was the yield of labour;
and the return shipment comprised the objects of the proceeds of labour, to obtain which
the settler produced the wheat. For we must keep in mind that the industrial workers in
Germany who eat Canadian wheat, must always pay for it with their own products which
they send directly or indirectly to Canada and for which, therefore, freight has likewise to
be paid. Thus the saving on cheaper freight is doubled, and the proceeds of labour on
freeland, which determine the general wage in Germany, are augmented.

But it must not be supposed that the saving of a certain sum on freight is translated into
an exactly corresponding increase in the proceeds of labour of the settler. In reality the
proceeds of his labour will increase by only about half the saving on freight; and the
reason for this is that the rising proceeds of labour of the settler on freeland raise the
wages of the agricultural workers in Germany. The rising wages of farm labourers and of
settlers on freeland cause industrial workers to pass over to these pursuits. The relation
existing between the production of agricultural and of industrial goods is modified, and in
consequence their exchange ratio is also modified. The settler has to pay higher prices for
the objects of the proceeds of his labour (industrial products). The quantity of these
industrial products does not, therefore, increase in proportion to the increased yield of
labour of the settler on freeland resulting from lower transport costs. The difference,
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according to the laws of competition, falls to the industrial workers. What happens here is
what happens when improved technical methods, such as steam-power, reduce the cost
of production. The producer and the consumer share the gain. Here again it may be
worth while to illustrate by means of figures the influence of a change of transport costs
on the proceeds of labour of the settler on freeland, and consequently on rent and
wages.

|. The proceeds of labour of a settler on freeland in Canada with a freight-rate of $17 per
ton in the year 1873.

Less 10 times $17 for freight, etc.

Product of labour: 10 tons of wheat shipped to Mannheim and there sold

at $63 per ton $630
170 Yield of labour ... $460
This money-yield of labour is spent in Germany for the purchase of goods for use which,
when shipped to Canada cause the same expense for packing, freight, import-duties,
deterioration, etc. as the wheat on its voyage to Germany 170
The proceeds of labour of the settler therefore amount to $290

Il. The same calculation in the year 1884 with a freight-rate of $6 per ton.

Product of labour: 10 tons of wheat at $63 per ton $630
Less 10 times $6 for freight 60
Yield of labour $570

This yield of labour, which is $110 greater than in the first calculation, is now converted
into the proceeds of labour, that is, into industrial products. For the reasons indicated
above, the ratio of exchange between industrial and agricultural products has been
modified in favour of industry. Let us suppose that this rise in the price of industrial
commodities absorbs half the increased money-yield of labour, that is 55

$515
From this we have to deduct the return freight which we must put a little higher, as the
amount of the goods has increased by the amount economised on freight; instead of $60
freight amounts to 61
The proceeds of labour of the settler now therefore amount to $454

Thus the decrease in freight has raised the proceeds of labour of the settler on freeland
from $290 to $454, so the wages demanded by the German farm labourer will
automatically increase by the same amount, and tenant farmers will claim a
correspondingly larger share of the product of labour for themselves. And rent on land
will decrease in the same ratio.

If in Germany in 1873 the price of 10 tons of wheat was $630
And the wages for producing it amounted to $290
Then 10 tons of land (* A ton of land: a Danish land-measure denoting the amount of
land that produces one ton of grain. A ton of land therefore indicates an area of land
which varies according to the quality of the soil.) brought the landowner who worked or
let them, rent amounting to $340
But if in 1884 wages rise to $454, the rent must fall to $176
(that is $340, less $164 increase of wages).

What the settler on freeland has to pay in freight is therefore deducted from the proceeds
of his labour; and the landowner in Germany may demand this amount as farm-rent if he
lets his land, or deduct it as rent from the product of his farm-labourers if he works his
land himself. In other words, what the freeland settler pays as freight is pocketed by the
landowner as rent.
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5. INFLUENCE OF SOCIAL CONDITIONS ON RENT AND WAGES

Rail and shipping costs are not of course the only factor influencing the proceeds of
labour of the settler on freeland, and consequently the wages of the German farm-
labourer. Man does not live by bread alone, so the proceeds of labour are not the sole
cause of his decision for or against emigration. The national aid social life of the country
which the emigrant is to leave, and of the country he is going to, have often a strong and
determining influence, and many a man is satisfied with smaller proceeds of labour at
home, finding compensation for the loss in the possession of a laurel wreath for rabbit-
breeding or in the song of the chaffinches, which in his opinion is nowhere so beautiful as
in the home country. These attractive or repelling forces fluctuate, sometimes stimulating
and sometimes restraining emigration. Many German farmers, for instance, are again
emigrating from Russia, not in hope of higher proceeds of labour, but because conditions
there are no longer quite to their taste. All these factors counteract to some extent the
forces tending to level the purely material proceeds of labour of the emigrant and of the
farm-labourer left behind. Let us suppose, for example, that we resolve to render life
pleasanter for German workers, the means to be derived from the prohibition of alcoholic
drink. Prohibition itself would enrich the lives of the workers, and especially those of their
wives; and the millions which alcohol directly and indirectly costs the people might be
employed for an effective endowment of motherhood in the shape of a monthly State
subsidy to cover the expense of bringing up each child. Or for better schools, for public
reading-rooms, theatres or churches, or free treats at pastry shops, popular festivals,
assembly-rooms etc. The question whether a man was going to emigrate would not then
be settled solely by an estimate of the material proceeds of his labour; many wives would
induce their husbands to stay, and many emigrants would return. The effect on wages
and rent is obvious. The landowners would raise their demands until the restraining
influence of prohibition on the would-be emigrant had been compensated. The cakes
given gratis to the women in the national pastry shops would be abstracted from their
husband's wages in the form of an increase of rent.

Thus every advantage which Germany offers for professional, intellectual and social life is
confiscated by rent on land. Rent is poetry, science, art and religion capitalised. Rent
converts everything into hard cash: Cologne Cathedral, the brooks of the Eiffel, the twitter
of birds among the beech-leaves. Rent levies a toll on Thomas a Kempis, on the relics at
Kevelaar, on Goethe and Schiller, on the incorruptibility of our officials, on our dreams for
a happier future, in a word, on anything and everything; a toll which it forces up to the
point at which the worker asks himself: Shall | remain and pay - or shall | emigrate and
renounce it all ? The workers are always at the gold-point. (In foreign trade the gold-point
is that state in the balance of payments at which merchants are uncertain whether it is
more profitable to pay in bills of exchange or in gold. The cost of transporting gold is the
billbroker's "rent".) The more pleased a man is with his country and his fellow citizens, the
higher the price charged by the landlord for this pleasure. The tears of the departing
emigrant are pearls of great price for the landlord. For this reason city landlords often
organise improvement societies and other institutions intended to render town life
attractive, in order to restrain departure and stimulate arrival and so to raise the rents on
their building sites. Homesickness is the tap-root of rent on land.

But if the German farm labourer does not live by bread alone, neither does the settler on
freeland. The material proceeds of labour are only part of what man needs to make life



worth living. The emigrant had to struggle to overcome the emotional forces binding him
to his native land, and similarly in his new home he finds many things to attract or to
repel him. The attractions tend to make the proceeds of labour appear sufficient to him
(just as everyone is prepared to do agreeable work for a smaller remuneration), whereas
the repellent features diminish them. If the repellent circumstances preponderate (climate,
insecurity of life and property, vermin and so forth) the proceeds of labour must be
correspondingly larger, if the emigrant is to stay on and encourage those who remained
at home to follow his example. Everything that influences the life and happiness of the
settler on freeland has a direct influence on the contentment of the German worker and
affects his wage demands. This influence begins with the account of the journey. If the
voyage passed off without sea-sickness, if life on board and the food were tolerable,
those left behind will be encouraged. If the settler tells of liberty he is enjoying, of hunting
and riding, of great hauls of salmon and herds of buffaloes, of his right of disposing freely
of the riches of nature, of his being treated everywhere as a free citizen and not as a serf
and beggar, the labourer at home will of course hold his head higher during the wage
negotiations than if his brother writes of the inroads of Red Indians, of rattlesnakes,
vermin and hard work.

All this is known to the landowners, so if a letter of lament arrives, the most is made of it;
it is published in the Press which is given to understand that it must on the other hand
carefully exclude any reports that might prove attractive and encouraging. The
organisation which is set up to advertise the attractions of the home country is also
entrusted with the task of reviling freeland. Every snake-bite, every scalp taken, every
swarm of locusts, every shipwreck, by making the workers less likely to emigrate and
more amenable, is converted into hard cash for the landowners.
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6. MORE PRECISE DEFINITION OF FREELAND

When freeland is spoken of we first think of the vast tracts of uncultivated land in North
and South America. This freeland is easily and comparatively cheaply reached. The climate
is suitable for Europeans, the social conditions are to many people attractive; the security
of life and property is fair. On his arrival the immigrant is accommodated for a week or
two in a hostel for immigrants at the expense of the State, and in some countries he is
given a free railway ticket to the farthest limit of settled land. Here he is free to settle
immediately. He may pick out the site he likes best: pasture, ploughland or forest. The
homestead that he has a right to claim is extensive enough to provide work for the largest
family. As soon as the settler has driven in the boundary stakes and notified the land-
office, he may start work. Nobody interferes with him or even inquires who allowed him
to till the earth and reap the fruits of his industry. He is lord of the land between his four
stakes.

Land of this kind we call freeland of the first class. Such freeland is not of course to be
found in settled parts, but only where men are few and far between. Within the tracts
already occupied there are, however, large areas that are not cultivated, but which by
some abuse of State-power have become the private property of individuals living in some
far-off place. A few thousand persons living in Europe own between them hundreds of
millions of acres of such land situated in America, Africa, Australia and Asia. Anyone
wishing to occupy a piece of this land has to come to terms with the proprietors, but as a
rule he may buy or rent what he desires for a nominal sum. Whether he does or does not
pay a few pence an acre annually for the land he intends to cultivate can make no
appreciable difference in the proceeds of his labour. Such conditionally freeland we call
freeland of the second class.

Freeland of the first and the second classes is still to be found in abundance in every part
of the world outside Europe. It is not always land of the best quality. Much of it is densely
overgrown with forests needing a great deal of labour to clear. Large areas suffer from
lack of water and can be made fertile only by expensive irrigation schemes. Other land
again, often of the best quality, has to be drained; or being situated in remote valleys
lacks means of communication without which exchange of the produce is impossible.
Freeland of this kind can be taken up only by emigrants possessing capital or credit. For
the theory of rent and of wages, however, it does not matter whether this freeland is
brought under cultivation by a company of capitalists or by the emigrants directly. The
distinction only affects capital and its interests. If the emigrant settles on land which has
been opened up in this way, that is, with the help of capital, he has to pay the customary
interest on the capital invested, and he must add this interest to his working expenses.

For individuals or companies themselves possessing the means necessary for land-
reclamation on a larger scale half the world is still freeland. The best land in California and
along the Rocky Mountains was until lately a desert; now it is a vast garden. The British
have made Egypt habitable for millions of men by means of the Nile dams. The Zuider-Zee
and many deserts such as Mesopotamia will also be brought into cultivation again by a
similar expenditure of capital. Thus we may say that freeland of the second class will be at
the disposal of mankind for an indefinite period to come.



7. FREELAND OF THE THIRD CLASS

The most important freeland, however, and that which is also of greatest significance for
the theory of rent and wages is freeland of the third class, which is everywhere available
close at hand. The conception of this freeland, however, is not so simple as that of the
other two forms and calls for some reflection.

A few examples will serve to make the matter clear to everyone.

Example 1. In Berlin the building regulations do not allow houses to be built more than
four storeys high. If the limit were two storeys the city would have to cover twice its
present area to lodge the same population. Hence the land saved by the third and fourth
storeys is to this day unoccupied building land. If the American manner of building were
permitted in Berlin - that is, 40 storeys instead of four - one-tenth of the present building
area of Berlin would suffice. The rest would form a surplus and would be offered to any
builder at little more than the price of a potato patch. Freeland for building purposes is,
therefore, available even in the centre of any large German city, in an unlimited quantity -
from the fourth storey upwards towards the clouds.

Example 2. In the republic of "Agraria" the use of chemical fertilisers is prohibited by law,
nominally because it is alleged to be injurious to health, in reality in order to limit the
output of grain and so to keep up its price. The landowners of Agraria believe that little
and dear is better for them than much and cheap. In consequence of this prohibition and
the resulting small crops and high prices, and because emigration, also, is prohibited, the
people of Agraria have brought all wastes, swamps and moors under cultivation, and so
contrived to make the crops meet the needs of the population. But in spite of this the
people are discontented and clamour for repeal of the prohibition, it being generally
expected that the use of chemical fertilisers would treble the produce of the soil, as it did
in Germany.

What would be the result of repeal on rent and wages? Would not the same thing
happen in Agraria that happens in the city, when new building regulations allow the
number of storeys to be trebled? With the use of chemical fertilisers the soil of the
republic would suddenly yield trebled harvests, harvests three times larger than the
present population requires. The consequence would be that of every three acres two
would be allowed to lie fallow at the disposal of future generations. In a republic where
every inch of soil, every swamp is cultivated, the import of chemical fertilisers would
suddenly create vast areas of freeland. And this freeland would, for the time being, be
used only for hunting and would be leased for this purpose, for a nominal amount.

These examples from the building industry and agriculture show how new land, freeland
of the third class, may be created and is being daily created as the result of scientific
discovery. The nomad requires 100 acres to provide for his family, the farmer 10, the
gardener one or less.

The whole agricultural area of Europe is as yet cultivated so superficially, and population,
even in Germany, is still so sparse, that if garden culture were generally adopted, half the
area at present under cultivation would have to be left fallow, first because we should



lack purchasers for such quantities of foodstuffs, and secondly because we should lack
the workers necessary for such an intensive cultivation of the soil.

We may therefore consider the whole of Germany as such freeland of the third class. With
regard to the yield of the soil which the farmer working intensively reaps over and above
the yield of the hunter, the nomad, and the farmer working extensively, all farm land may
be considered as freeland, just as Americans may consider the space above the storeys
already in existence, up to the clouds, as free building land.

Let us apply these examples to the theory of rent and wages. Germany, in the limited
sense above described, is still freeland, and the farm-labourer may at any time take refuge
on this freeland if dissatisfied with his wages. The wages of farm-labourers cannot fall
permanently below the proceeds of labour on such freeland of the third class, any more
than they can fall below the proceeds of labour on freeland of the first class. Here, then,
is an unfailing support for the farm-labourer in his wage negotiations.

And now, how much can the labourer demand as wages? How much the landowner as
rent?
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8. INFLUENCE OF FREELAND OF THE THIRD CLASS ON RENT AND
WAGES

Let us suppose that, with the usual extensive farming methods of the district, 12 men are
needed to cultivate 100 acres of land, and that the harvest amounts to 600 tons, that is,
50 tons for every man and 6 tons per acre.

Let us further suppose that with intensive farming the same area requires 50 men to
cultivate and yields 2000 tons, or 40 tons instead of 50 for each worker, and 20 instead
of 6 tons per acre.

Thus the produce of intensive cultivation is augmented as compared to the area, but
diminished as compared to the work.

With extensive cultivation:
Twelve men produce 50 tons each, that is 600 tons.
With intensive cultivation:
Twelve men produce 40 tons each, that is 480 tons.

So the difference of 120 tons is to be attributed to the larger area of 100 acres, which
enabled these 12 men to adopt this extensive cultivation, that is, cultivation requiring less
labour. They will of course prefer this method as long as the land necessary for it is at
their disposal. But if the land is not at their disposal they are forced to have recourse to
intensive cultivation and to be satisfied with the smaller product of labour. The
disadvantage is so great that if anybody places the area necessary for extensive cultivation
at their disposal they will consent to pay for the advantage resulting for them, or, in other
words, the owner of this area will be able to levy an additional rent corresponding to the
difference between the product of labour in extensive and intensive cultivation, the
former being larger, as is proved by experience. In our example, then, the rent of 100
acres of land will be 120 tons.

Agriculture tends to extensive cultivation to save labour, but to intensive cultivation to
save land. Out of the tension thus arising rent is born, and the degree of this tension (a
matter of experience) determines the distribution of the farm produce between rent and
wages.

We need not stop here to explain why extensive cultivation yields more produce for a
given amount of labour and less produce for a given amount of land. That is a question of
agricultural technique. For us it suffices to know that such is the case in agriculture, that it
is founded in the nature of things. If it were otherwise, if extensive cultivation yielded 40
tons while intensive cultivation yielded 50 tons a head, the whole of agriculture would
tend towards intensive cultivation. All the land that could not he stocked with labour
would be left fallow, simply because any workers still available would reap larger harvests
by a still more intensive tillage of the land already under cultivation than by cultivating
fallow land.

(The theory of population which asserts that population corresponds to the food supply, is
not inconsistent with the above proposition. Population grows with the augmentation of
the food supply; it follows in the wake of intensive cultivation, it does not precede it.)



By extensive cultivation we mean that form of agriculture in which all the labour offering
itself must be employed in order to cultivate the whole of the area available, no matter
what the method of cultivation may be, hunting, cattle grazing, three-field system, marsh
culture, or present-day comparatively well-developed farming.

By intensive cultivation we mean that form of agriculture which, if carried on on a large
scale, must result in a general shortage of labour.

Intensive and extensive cultivation are therefore relative terms. The herdsman is an
intensive worker as compared to the huntsman. Hence pastoral tribes must generally pay
rent for the use of their land (hunting-grounds), and are able to do so.

Extensive cultivation yields the larger product of labour (wages and rent), whereas
intensive cultivation yields the larger crop. The landowner would like to combine the two,
and of course endeavours to practice intensive cultivation. He cannot, however, do so
without withdrawing labour from among the extensive cultivators and so causing land to
be left fallow (freeland of the third class). Now it stands to reason that the owners of this
land are unwilling to let it lie fallow. They therefore try to attract labour to it by raising
wages; and in doing so they are prepared to go close to the limit of profitableness
(absorption of rent in wages), since a landowner will prefer to receive a dollar an acre rent
rather than to receive nothing at all.

Freeland of the third class has thus the function of levelling wages and rent. Freeland of
the third class makes arbitrary fixation of wages impossible. The landowner does not fix
wages as low as he pleases, neither does the labourer demand as much as he chooses;
the amount that falls to each is determined by economic laws.
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9. INFLUENCE OF TECHNICAL IMPROVEMENTS ON RENT AND
WAGES

Technical improvements increase the product of labour, and if they increase it equally in
intensive and in extensive cultivation, wages and rent will also increase equally. The ratio
of distribution then remains unchanged, the landlord deriving the same advantage as the
workers from improvement of the means of production.

Technical improvements are rarely, however, of equal benefit to the two modes of
cultivation, extensive and intensive. What, for instance, can the intensive farmer do with a
ten-share motor plough, or with a seed distributor? Such machines can be used only for
large areas; for intensive cultivation they are useless, just as lions are useless for catching
mice.

For freeland of the third class the motor plough is quite useless, its realm being freeland
of the first or second class, the vast plains of America, where a single motor plough (* The
motor plough is sometimes the property of the agricultural co-operative society, but as a
general rule it belongs to a contractor, the local blacksmith, who also keeps it in repair.)
will plough the fields of 50 or more farmers, and plough them well and cheaply. The
product of labour of these freeland-settlers is of course thereby increased enormously. But
on the product of labour depend the proceeds of labour, and the proceeds of labour of
the freeland-settler determine the wages of labour on rented land everywhere.

Now if all the circumstances connected with conversion of the product of labour into the
proceeds of labour remained unchanged, wages in general would necessarily rise in the
same proportion as the increase in the products of labour due to the motor plough. These
circumstances do not, however, remain unchanged, and here again we see how
necessary it was to distinguish from the outset, between the product of labour and the
proceeds of labour. For it is the proceeds, and not the product of labour, that determine
wages in general.

If the proceeds of labour of the freeland-settler increase, the immediate consequence is
an increase of the proceeds of labour of industrial workers. If that were not so, industrial
workers would return to agricultural labour on freeland of the first, second or third class.
This rise of wages in industry is brought about by a modification of the exchange ratio
between the products of the freeland-settler and of industry. Instead of 10 sacks of wheat
the settler has to give 12 for a gramophone, a rifle, a medicine-chest. In this way the
settler, when transforming the product of his labour into the proceeds of labour, has to
surrender part of his surplus product to the industrial worker. Thus the motor plough
forces up wages all round.

What the wage-earners gain by the motor plough is, however, more than the surplus of
products created by the plough. The motor plough may produce a surplus of 100 million
tons, but this, if distributed among all the workers, would be a trifling sum, out of
proportion to the increase of the labour-proceeds of the freeland-settler. The reason why
the wage-earners gain more is as follows:

If there is a rise in the labour-proceeds of the freeland-settler of the first or second class,
the wages of the workers on rented land in Europe rise likewise, even although there is



no increase in the product of their labour. (The motor-plough not being employed, or
being employed only to a limited extent.) The increase of wages here takes place at the
expense of rent on land; the means for the rise of wages are derived only in a small part
from the surplus produce of the freeland-settler.

We continue our examination of this situation, in which technical improvements benefit
freeland farmers of the first and second classes, without benefiting intensive cultivation.
We have seen that:

The product of labour of the freeland farmer of the first and second class increases by,
say, 20% through introduction of more efficient agricultural machinery - after allowance
for interest and for upkeep of the machines.

The Proceeds of labour of the freeland farmer increase by only 10% since, as we have
already shown, the industrial worker demands and obtains more for the product of his
labour.

The exchange relation between industrial and agricultural products shifts 10% in favour of
industry. Thus of the 20% increase of the product, only half, or 10%, is transferred to the
general rate of wages.

German landowners must draw on their rents to meet the increased demands of their
labourers, since the product of German land has not increased.

But the landowner's loss is not confined to the decrease of his rent expressed in tons of
agricultural produce - which are of as little use to him as are tons of agricultural produce
to the freeland settler. For with the exchange of his tons of rent-products for industrial
products he again loses, because of the shift in the ratio of exchange - his total loss being
considerably more than 10%.

The smaller the rent in proportion to labour costs, the harder the landowner is hit by the
rise of wages. But since landowners cannot, obviously, engage labourers at a loss, and
since landowners practising extensive cultivation cannot have a greater profit than their
colleagues practising intensive cultivation, there is a recession from intensive to extensive
cultivation. Less labour is required, labourers are thrown out of employment, and these
unemployed labourers depress wages below their true level, namely the labour-proceeds
of freeland-farmers of the first and second classes (which have risen 10%). Emigration
then increases until equilibrium between wages at home and the proceeds of labour
overseas is re-established.

When technical progress benefits extensive cultivation in the home country, without
benefiting intensive cultivation, the larger share of the increased product falls to rent. In
spite of the increased product, wages may then even fall below their former level. Thus
technical improvements affect very unequally the distribution of the products of the soil,
much depending upon where the benefit falls, whether on freeland of the first and
second classes, or on freeland of the third class, or on extensive cultivation. The workers,
in former times, were not always wrong when, to safeguard their interests, they
clamoured for the destruction of machinery. It may happen that rent not only absorbs the
whole of the surplus production from technical improvements, but also takes away part of
the former wages.

40



10. INFLUENCE OF SCIENTIFIC DISCOVERIES ON RENT AND
WAGES

Scientific discoveries were an even more powerful factor than machinery in trebling the
yield of German land within the last decades. | shall only mention briefly the use of potash
salts, basic slag, and nitrogen-collecting plants as manure; the artificial production of
nitrogenous fertilisers, (calcium cyanamide), the prevention and cure of contagious
diseases in plants and animals. (*By electrifying the soil the physicist Lodge obtained an
increase of produce of 30-40%.)

These discoveries have not, however, fertilised all soils equally. By far the greatest gain
from them so far has accrued to the peaty, marshy and sandy soils previously considered
barren. Here the development meant more than trebling the produce; it meant the
creation of new soil, for the sand and moor had not been previously cultivated at all. In
Germany a small fraction of these waste-lands was formerly cultivated as burnt moor and
yielded a scanty crop every fifteen years to those who were willing to undertake this
arduous labour.

(*As lately as 30 years ago, more than half the province of Hanover was covered with
heather. Every 15 years the heather was cut, piled and burnt, the ashes being spread on
the land which was then ploughed and yielded a scanty crop of rye or buckwheat. The
smoke from these fires was often observed at 500 miles distance from Hanover.)

These lands now yield rich harvests every year. Land which was always naturally fertile
cannot, of course, treble its already rich yield. Such land provides the manure necessary
for its own perennial rejuvenation if, as is the general rule, tillage is combined with cattle-
breeding. That is why artificial fertilisers are much less important in such cases than when
applied to lands naturally barren. And the influence of artificial fertilisers on the produce
of freeland of the first and second class is still slighter. These virgin lands as a rule require
no manuring at all. The cost of transporting artificial fertilisers to such land is, moreover,
prohibitive.

Thus the effect of scientific discoveries on wages and rent varies according to the nature
of the land to which they are applied. As in the case of machinery, it is impossible to state
generally whether they raise or depress rent or wages.



11. LEGISLATIVE INTERFERENCE WITH RENT AND WAGES

The influence of legislation on the distribution of the product of labour among rent-
receivers and workers is manifold and far-reaching. It has often been said that politics
consist, in the main, of attacks on wages and rent, and in the corresponding defensive
measures. As a rule action is here dictated by instinct. The interplay of forces is not fully
understood, or if it is understood it is politic to conceal the truth. The advocates of the
measures proposed with so much passion are not greatly concerned about the scientific
proof of their efficacy. Politics and science are uneasy bedfellows; very often indeed the
aim of politics is to prevent, or at least retard, the recognition of some scientific discovery.
What curious things have been said, for example, about wheat-duties! "They protect and
encourage agriculture”, say those who pocket the immediate advantages; "they are
bread-usury and theft", say those who become aware of the duty in the smallness of the
loaf. "The duties are paid by the foreigner", say some, to which others retort that the
duties are all borne by the consumers. Thus the wrangle proceeds, as it has proceeded for
fifty years, over a purely human transaction open to all to see; and still the disputants are
none the wiser. It is therefore well worth investigating the influence of legislation, for
example the taxation of land, on the distribution of the product of labour.

When a merchant orders a shipment of tobacco knowing that at the frontier he will have
to pay a duty of $100 per bale, it will be admitted that the merchant must be assured of
recouping this expenditure, plus the interest on the capital invested, and plus his own
profit, in the price of the tobacco when sold. The import-duty is, for the merchant, an
integral part of the merchandise, and is entered by him in his inventory on the credit side,
just like any other item such as chests, sacks and bales: -

100 Tons Java tobacco $50000
Freight and import-duty 10000

60000
10% expected profit 6000
Capital $66000

That is how the merchant deals with import-duties. Why cannot our landowner deal
similarly with the sum which the State collects from him in the form of a tax on land ? It is
often asserted that he does so. Landowners themselves will tell you that they intend to
charge every tax, with interest and profit added, to the tenant, so that in the long run the
land-tax will be deducted from the scanty wages of the farm-labourers. If such is the case,
these landowners will argue, is it not preferable to convert the land-tax at once into a
poll-tax, a wage-tax or an income-tax? The labourers would then at least save the interest
and profit that the landlord adds to the taxes.

In order to examine this problem more closely it is indispensable to answer a question
raised by Ernst Frankfurth in his illuminating little book on unearned income, namely:
What becomes of the proceeds of the land-tax? For it surely cannot be immaterial for the
fate of the land-tax whether the State employs the revenue from it to construct new
roads through the landlord's estate, and to reduce the education rate for the children of
his tenants, or, say, to pay an import premium on foreign grain. If we do not know this
we cannot determine who, ultimately, pays the land-tax. So says Ernst Frankfurth.



There are landowners who do not wait for the State to tax them and with the proceeds to
build the roads necessary for exploitation of their estates. They construct the roads
themselves. The costs form a capital investment, like clearing, draining, and so forth. The
landowners expect advantages from the roads which will balance the interest on the
capital to be invested. If, nevertheless, it is, as a rule, the State that constructs the roads,
while taxing the landlords for the expenditure, this is simply because the roads usually
cross the land of many owners with conflicting interests and therefore necessitate powers
of expropriation which are exclusively the domain of the State. But even if the State builds
the roads, the land-tax levied for the purpose is a capital investment, the interest on
which the landlord expects to recover to the last farthing. And this is the real nature of
almost every tax. If the State levies a tax to protect the frontier from the inroads of
barbarians, the landlord saves the amount of this tax from the insurance which would
otherwise be necessary against the invasion of Cossacks and Yankees (Russian and
American wheat! ).

So if the State employs the revenue from the land-taxes for the benefit of the landlords,
these taxes must be looked upon as capital investments. They are the remuneration of the
State for services rendered. The landowner may enter these taxes where he enters the
wages of his labourers. If he leases the land to tenants he will add the tax to the farm
rent, recovering it if the State works cheaply and well, and even making a profit if the
State displays the shrewdness of a clever contractor.

But what if the State taxes the landowners in order to relieve the tenant or the labourers,
say from the education-rate? Is it still possible for the landlord to consider the land-tax as
a profitable investment? Let us suppose that such is not the case, that the landlord cannot
charge the tenant with the amount of the education-rate saved by the latter nor reduce
the wages of the labourers. Tenant and labourers would then have their labour-proceeds
increased by the amount of the education-rate remitted. But why should the landlord
raise the labour-proceeds of the tenants and labourers? Because he is himself taxed? That
is no reason since the labour-proceeds of the tenant and labourer are determined by the
labour-proceeds on freeland of the first, second and third classes. If the revenue from the
land-tax is employed to benefit the freeland-farmer of the third class likewise, say also in
the shape of a reduction of the education-rate, then, indeed, the equilibrium between the
labour-proceeds of the wage-earners and tenants and those of the freeland-farmers is not
disturbed, and it is impossible for the landowner to transfer the burden of the land-tax to
his tenants and labourers. Otherwise he says to the tenant: "To the other advantages
which my farm offers you, free education for your children is added. Rich loamy soil, a
healthy climate, a fine view of the lake, a situation close to the market, free schools - sum
total - you have got to pay me $10 an acre". And to his farm labourer the landowner says:
"If you do not consent to a reduction of wages you may go. Calculate whether with the
wages | offer you, together with free schools for your children, and other social
institutions, you are not as well off as if you decide to cultivate freeland of the first,
second or third class. Think it over before you go".

It is clear that the whole burden of the land-tax is transferable as long as its yield does not
benefit freeland farmers, more particularly those of the third class. If, on the other hand,
the revenue of the land-tax is made to benefit, in some form or other, intensive
cultivation, the increase of the labour-proceeds of freeland-farmers of the third class is
passed on to the farm labourers engaged in extensive cultivation, and the land-tax, in this
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case, far from being transferable, hits farm rents doubly, first by the full amount of the tax
and secondly in the form of higher wages demanded by the farm-labourers.

This shows how right Frankfurth was to enquire first about what is done with the yield of
the tax, and how futile it is to attempt to answer the question as to whether the burden
of the land-tax can be shifted or not, without first establishing the necessary premises. It
also leads us to suspect how often the measures proposed by social reformers must fail,
or have the opposite to the desired effect. And it shows us how greatly the distribution of
the labour-product is influenced by the power of the State.
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12. PROTECTIVE-DUTIES, RENT AND WAGES

By the above reasoning we see that a land-tax levied for the benefit of freeland-farmers,
say in the form of a premium on imported wheat, would hit rent doubly, first by the
amount of the tax, and secondly by the increased wages of farm labourers. Many readers
will now be inclined to suppose that a protective-duty, being the opposite to an import
premium, must raise rents in a two-fold manner, in the first place directly, by the amount
of the special rise, corresponding to the duty, of prices of farm produce, and in the
second place through depression of wages resulting from reduction of the labour-
proceeds of freeland-farmers of the first and second classes.

Let us see if that is true.

To begin with, let it be understood that a protective tariff differs fundamentally from
other revenue duties and taxes in that the interest of the landowners in the tariff is much
greater than that of the State which levies the duty. For every 100 millions which the
State raises out of the import of wheat, the landowners will levy 1000 millions (* The
exact amount for any country can be calculated from the ratio of imports to home
production.) from the consumers of bread in the form of higher prices. That is why the
thing is called a protective-duty: it is designed to protect and augment the rents of the
landowners, and to give better security to their mortgages. When import-duties are purely
fiscal, as in the case of tobacco, the tax is imposed not only on the imported goods but
also on those produced in the country. Anyone having more than one tobacco plant in his
garden in Germany must inform the revenue authorities, and in Spain the culture of
tobacco is, or was, prohibited for fiscal reasons. But if the import-duty on wheat is of
secondary importance as revenue, Frankfurth's query as to the use made of the tax is
likewise of secondary importance for what we have set out to demonstrate. We shall
therefore leave out of account the wheat duties themselves, and concentrate our
attention on the farm rents placed under their protection.

There is nothing arbitrary in the distribution of the product between landowner and farm
worker; everything proceeds according to inherent laws. Any artificial interference with
this distribution must be in accordance with these laws, not in opposition to them,
otherwise it will come to nothing. But even if the attempted interference does come to
nothing, some time is usually required for the disturbed equilibrium to be restored, and
meanwhile the play of forces may resemble the swing of a pendulum that has been set in
motion by a push: distribution will oscillate for some time between rent and wages until
the former state of matters is re-established.

So if protective-duties for the purpose of raising rents at the expense of wages are in
conflict with the economic laws governing the distribution of the product between rent
and wages, they must either fail entirely or succeed only temporarily, that is, until the
equilibrium of forces disturbed by legislative interference has been restored.

It is not our purpose to investigate these matters further than to obtain a general picture
of the economic processes resulting from import-duties. If we wished to arrive at
conclusions applicable in all possible circumstances to individual cases, such as, for
example the question as to how much an import-duty of 33% on wheat would raise the



price of a certain estate, we should be obliged to carry the investigation far beyond the
scope of this book.

Our first concern with regard to import-duties is their influence on the proceeds of labour
of freeland-farmers of the first and second classes, on which farm wages on the tariff-
protected land depend Of the proceeds of labour of the freeland-farmers of the third
class, whose product of labour is also protected by the tariff, we shall speak afterwards.

Freeland-farmers of the first and second class rightly consider import-duties as a burden,
like any other charge which renders the conversion of the product of their labour into
proceeds of labour more expensive. Whether this increased expense results from higher
freights, from higher prices of sacks, from piracy, from fraud, or from import-duties,
makes no difference to them. What the consumer pays for the product of his labour
(wheat) the freeland-farmer considers as the yield of his labour, and this yield is
diminished by import-duties and freight. The proceeds of his labour are therefore
correspondingly smaller. If the loss caused by freight hitherto amounted to 30% of the
price of his product, this loss may be increased to 50 - 60% by the tariff.

The freight from the Argentine seaports to Hamburg is usually about $4 a ton. To this is
added the cost of railway transport from the farm to the harbour, which is more than
twice as much; in all, therefore, about $13. The duty in Germany is $14 a ton. The total is
thus $27 in a price of about $60.

The immediate effect of the duties is, therefore, to reduce the proceeds of labour of the
freeland-farmers of the first and second classes, and as these labour proceeds determine
the wages of the workers on tariff-protected land, there is here, too, a reduction of
wages, though at first perhaps only in the form of increased prices for foodstuffs, in
connection with stationary money wages. The duty, then, allows the landowner to
demand higher prices for his agricultural produce without having to pay out this surplus in
the form of higher wages to his labourers, or in higher prices for industrial products for
his own consumption. For a rise of industrial wages - which would mean a shifting of the
burden of the import-duties from industrial workers - is impossible, since these wages are,
as we have seen, also determined by the labour-proceeds of freeland-farmers of the first
and second classes. Industrial workers are consequently no more able to shift the burden
of the import duties than are farm-labourers and freeland-farmers of the first and second
classes. So until the reactions to be described later begin to make themselves felt, the
whole amount of the import-duty is a free gift to the landowner. And by import-duty we
mean not only the sums received by the public treasury, but also the sums levied on the
consumer in the form of higher prices paid for native products in the home markets in
consequence of the tariff barrier. This means that every loaf of bread, every egg, every
ham, every potato pays a tribute which goes into the pockets of the landlords. (If the land
is let, the duty is immediately transferred to the rent; if it is sold, the duty is capitalised,
that is, multiplied by 20 or 25, and added to the usual price.)

The duty, say the politicians, is paid by the foreigner. And that is perfectly true. For the
relatively unimportant sum collected as State revenue at the frontier is, no doubt, paid by
the freeland-farmer settled abroad, from the proceeds of his labour. But can anyone
seriously attempt to make wheat-duties palatable to the German workman by telling him
that it is the freeland-farmer who pays the amount collected by the State at the frontier?
This is cold comfort for the German worker whose wages are determined by the proceeds
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of labour of the freeland-farmer - cold comfort for the man who must pay out of his own
pocket the higher price of food, increased by German landowners by the full amount of
the tariffs.

The belief, the hope, the bold assertion, that capital-interest win bear part of the wheat-
duties is, as we shall show presently, erroneous. Interest, especially in the case of new
capital seeking investment, cannot be taxed. It is free and independent of tariffs. The
import-duty will, however, produce certain counter-effects that will slowly but surely
make themselves felt, somewhat as follows: The freeland-farmer in Manitoba, Manchuria,
or Argentina writes to his friend in Berlin: " | lose in freight and import-duties more than
half of what you pay for my wheat in Berlin, and you also lose in freight and import-duties
half or more of what | pay here for your goods (tools, books, medicines and so forth). If
we were neighbours we should save these costs and both you and | would find the
proceeds of our labour doubled. | cannot convey my fields to where you are, but you can
transfer your workshop, your factory here. Come, then, and | will supply you with
whatever food you may require at half the price you have now to pay, while you will
supply me with your products at half the price | have to pay at present.”

This calculation is correct, though the obstacles to the execution of the proposal are
many. Industry can, as a rule, prosper only in centres where there are many other
industries, since almost all branches of industry are to some extent inter-dependent. The
emigration of industries must therefore proceed gradually; it begins with the trades that
are naturally most independent: brickyards, saw-mills, flour-mills, printing houses,
furniture and glass factories, etc., and at first, of course, it affects only commodities upon
which freight-charges and import-duties are especially high. Nevertheless, the emigration
of individual industries depends on a calculation, and it is import-duty which, added to
freight-charges, very frequently calls for a decision in favour of emigration. The higher the
duty on wheat, the more often will it pay to pack up tools and re-establish the workshop
in the vicinity of the freeland-farmer. And with every new industry established in the
neighbourhood of the freeland-farmer the proceeds of his labour increase, and this
increase reacts, as we know, on wages in the protected country.

The advantages of the tariff to the landowner are therefore sooner or later absorbed in
rising wages. Landowners who realise this will act accordingly: they will sell their land
before the counter-effects make themselves felt, and leave their successors to go
clamouring to Parliament for relief, when the inevitable reaction involves agriculture in
difficulties. (* "Die Not der Landwirtschaft": "The plight of agriculture" was the political
slogan of the Prussian protectionists. Here "agriculture” was a euphemism for rent. It
would not be difficult to find an English or American parallel.) (The reduction of rent in
consequence of the rise of wages is inevitable, although it may not always be expressed in
figures. For it may happen that the development here described may synchronise with one
of those frequently occurring currency inflations caused by gold discoveries or over-issues
of paper-money. Currency inflation such as occurred in the period of 1890 to 1914
restores to the landowner what he loses in rent. But this applies only to mortgaged
landed property, and the landowner has also to reckon with the reverse possibility,
namely a gradual fall of prices, as in the years 1873-1890.)

But the reactions set up by a protective tariff are not confined to the behaviour of

freeland-farmers of the first and second classes. We must also find out what happens to
the freeland-farmer of the third class. The effect on him is the exact reverse of the effect
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on freeland-farmers of the first and second classes, who pay the duty out of their pockets,
whereas he is under the protection of the tariff as regards the products he brings to
market after satisfying his own personal needs. So he participates in the blessings of the
protective tariff, that is, in the looting of consumers. Instead of six marks he now gets 8
marks for a rabbit, and he sells his honey for 1.35 marks instead of 1.10 marks: in short,
he obtains higher prices for everything he sells, without having to pay higher prices for
what he has to buy. That is to say, the labour-proceeds of the freeland-farmer of the third
class increase, whereas the wage workers complain of a decrease in the proceeds of their
labour. Thus the labour-proceeds of the freeland-farmer of the third class increase in a
twofold manner, absolutely on account of the rise of prices, and relatively in comparison
with the decrease of wages. Nevertheless the labour proceeds of the freeland-farmer of
the third class determine the general rate of wages. Evidently, therefore, the disproportion
cannot long continue. Word goes round that a rabbit can be sold for eight marks, honey
for 1.35 marks, potatoes for 5 marks, and goat's milk for 20 pfennigs, so the wage-
earners are up in arms with demands for increased wages. Pointing to the increased
labour-proceeds of the freeland-farmer of the third class they, too, claim higher wages,
threatening to move to the heath, to the marsh, to the waste, if their demands are not
granted.

Hence the wage-increase proceeds from freeland of the third class, as well as from
freeland of the first and second classes, and it continues until it has completely
compensated the effect of the wheat duties. It must be remembered, further, that the
special rise of prices of all farm produce, brought about by the import-duties, and the
consequent increase of rents, must call for new efforts in the direction of intensive
cultivation, and that if the duty raises the labour-proceeds of intensive farmers, wages,
and through them rent, must be still further affected.

The effect of the tariff is to raise the gross proceeds of intensive farmers and, as the tariff
does not at first affect the prices of industrial products, to increase also the net proceeds
of their labour. But if the labour-proceeds of intensive farmers increase, wages must also
rise, for the labour-proceeds of intensive farmers determine wages in general. The general
conclusion of our examination is consequently that a protective tariff, through its
influence on the proceeds of labour of the freeland-farmer, is bound sooner or later to
counteract itself; so that the protection obtained can never be other than temporary.

For those who have to pay the tariff charges "temporarily”, it may be a consolation, and
for those who enjoy the advantages of the tariff it may be disquieting, to become aware
of their transitory nature. But it is a very serious matter if the transitory rise of the rent is
accepted as permanent by the farmer when buying land or dividing an inheritance. For
what does the farmer know of theories of rent and wages ? He is guided simply by
experience. He sees the harvest, he knows the prices of farm produce and the wages paid
farm-labourers - his calculation is finished and the bargain luck. The customary sum is paid
in ready money, and the rest is covered by a mortgage. But this mortgage is not a
temporary matter: it is sure to outlast the transient effect of the tariff upon wages, and it
does not decrease when the labourers, regardless of the stationary selling prices of farm
produce approach the farmer with demands for increased wages. The farmer then begins
to complain, once more, about the plight of agriculture.”
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13. THE ENTIRE WAGE-SCALE UP TO THE HIGHEST SALARIES IS
BASED ON THE LABOUR-PROCEEDS OF CULTIVATORS OF
FREELAND

If the landowner is able to squeeze $1000 rent out of his land, he will not be satisfied
with less than this amount if he chooses to hire labourers and to farm the land himself. If
the land, after deducting cost of wages, did not yield at least $1000, the landowner
would dismiss the labourers and let it for $1000.

In no circumstances, therefore, will a day-labourer earn higher proceeds of labour than
the tenant or the settler on unclaimed land; for otherwise the tenant (or settler) would
prefer to work as a day-labourer.

On the other hand the day-labourer will not consent to work for a wage which is less
than what he might earn as a tenant or settler, for otherwise he would rent a piece of
land or emigrate. It is true that he often lacks the money necessary to run a farm or to
emigrate; but whether he has the money or is forced to borrow it, he must charge
interest on it in his calculation, and deduct this interest from the product of his labour. For
it is only what is left to the settler after paying the interest on his capital that belongs to
him as a worker.

If the gross proceeds of the labour of the settler on freeland are $250 and the interest on
his working capital is $50 then the net proceeds of his labour are $200 and the general
rate of wages must oscillate about this point. The wages of the day-labourer cannot rise
higher, for otherwise settlers would turn day-labourers; and they cannot sink lower, for
otherwise day-labourers would turn settlers.

The wages of industrial labourers are also, obviously, dominated by this general rate of
wages. For if the proceeds of labour in industry were larger than the proceeds of labour
on unclaimed land, agricultural labourers would turn to industry, with the result that
agricultural produce would become scarce and rise in price, whereas industrial products,
being super-abundant, would fall in price. The rise of prices in agriculture and the fall of
prices in industry would bring about a re-arrangement of the wage scale, until wages had
again been equitably adjusted. And this readjustment would certainly be rapid,
considering the great number of migrating labourers who are indifferent whether they
grow sugar-beet or shovel coal.

Thus it is incontestable that if the proceeds of labour on freeland determine the labour
proceeds of the agricultural labourer they also determine labour proceeds in general.

Wages cannot rise above the proceeds of labour on freeland, since freeland is the only
support of the farm-labourer in his wage-negotiations, or of the tenant in his rent-
negotiations, with the landowner. If the farm-labourer or tenant is deprived of this
support (say by suppression of his freedom of movement) he is at the mercy of the
landowner. But since freeland is the only support, it is also true that no other
circumstances can depress wages below these proceeds.

The proceeds of labour on freeland are, therefore, at once the maximum and the
minimum of wages in general.



The existing great differences in the individual proceeds of labour are by no means
inconsistent with this general rule. When the division of the product of labour between
landowners and workers has once been determined, the share that falls to the workers is
distributed automatically on a perfectly natural basis. The varying remuneration is not
arbitrary, but is adjusted entirely by the laws of competition, of supply and demand. The
more difficult or disagreeable the work, the higher is the wage. For how is a man to be
induced to choose the more difficult or disagreeable of two tasks ? Only by the prospect
of higher labour-proceeds (which may, of course, consist of advantages and privileges
other than money). Thus if the workers need a teacher, a pastor or a forester, their only
course is to open their purses and grant salaries for these offices which may greatly
exceed their own proceeds of labour. Only in this way can they induce someone to
undertake the expense of having his sons educated for these professions. If the supply of
tachers and pastors is still insufficient, the salaries must again be raised. If the workers
have overshot the mark so that the supply exceeds the demand, salaries will be reduced.
And it is the same with all trades requiring special training. The opposite happens when
the workers need a shepherd, a goose-girl or a boy to scare crows. If they were to offer
for such leisurely pursuits their own full proceeds of labour gained by hard work, every
townsman, teacher, pastor and farmer would apply for these posts. So a minimum wage
is offered for the herding of the geese, and this minimum is increased until someone is
willing to accept the job. The workers also need a merchant to buy their products and to
sell them whatever goods they want. This worker (merchant) must also be granted a
wage, in the shape of commercial profit, sufficient to induce someone to devote himself
to this harassing profession.

Thus the basis for the adjustment of all wages is always the proceeds of labour on
freeland. Upon this basis is built the whole structure of fine gradations in the proceeds of
labour up to the highest-paid occupations. Every change in the basis is therefore
transmitted to the whole superstructure, just as an earthquake makes itself felt up to the
weather-cock on the steeple.

Our proof that the doctrine of the "iron wage" is unsound is not yet, indeed, complete,
for the "iron wage", though not caused by private ownership of land, might still be
caused by capital. That capital does not possess this power is obvious, however, from the
frequent fluctuations of wages (a really "iron" wage could not fluctuate). Why capital
does not possess this power we shall demonstrate later (see Part V, The Free-Money
Theory of Interest). If capital had power to reduce the proceeds of labour on freeland to a
minimum corresponding to the "iron wage", the yield of capital, as expressed in the rate
of interest, would necessarily share the fluctuations to which the product of labour on
freeland is obviously subject. But this is not the case, for, as we shall show later, pure
interest, which is here in question, is a remarkably stable quantity, so remarkably stable,
indeed, that we are fully justified in speaking of an "iron" return on capital. So if besides
this fixed quantity of interest, wages were also a fixed quantity, where - if rent moves on
independent lines - would be the reservoir to collect the fluctuations of the product of
labour?
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14. INFLUENCE OF CAPITAL-INTEREST ON RENT AND WAGES

In making up his accounts, the settler on freeland must enter a charge for interest on his
working capital. Interest must be separated from the proceeds of his labour, no matter
whether the capital is his own or borrowed. For interest has nothing in common with
labour; it is governed by entirely different laws.

And the working landowner must also make this separation of capital-interest from the
proceeds of his labour.

If both settlers on freeland and farmers on rented land have to pay the same rate of
interest for the necessary capital, it might be imagined that the rate of interest had no
effect on rent. But that is an error. With labour and means of production any amount of
new land can be created, often in close proximity to cities. And the lower the rate of
interest, the easier it is to reclaim waste tracts. The employer demands from the reclaimed
land only an amount of interest equal to the rent of a field bought for the same capital
outlay. With freeland of the first and second classes freight sometimes swallows up the
larger part of the product of labour, but with reclaimed freeland it is capital-interest that
absorbs the expected rent. Whatever the nature of the proposed reclamation, whether it
is the drainage of the Zuider Zee, recently decided upon, or the cultivation of moorland,
or the clearing of virgin forests, or the irrigation of deserts, or the blasting and removal of
rocks, the first question is always the amount of interest on the capital required, which is
then compared with the rent demanded for land of the same quality. If the rate of interest
is high, the comparison Will be discouraging, and the moor will be left uncultivated. If, on
the other hand, the rate of interest is low, the undertaking will promise success. If the rate
of interest fell from 4 to 1%, for example, many land improvements which cannot be
undertaken today would become profitable.

With interest at 1% it would pay to turn the water of the Nile into the Arabian desert, to
dam off the Baltic and pump it dry, to put the Luneburg Heath under glass for the culture
of cocoa and pepper. With interest at 1% the farmer could also plant orchards where
today he cannot do so because of the interest he would have to pay for 5 or 10 years on
the capital invested while waiting for the future harvests. In a word, at 1 % it would be
possible and profitable to bring all deserts, swamps and moors into cultivation. All the
above proposals are not, of course, to be taken literally.)

A fall of the rate of interest would not only enlarge the area under cultivation, it would
also enable men to extract double or treble the amount of produce from the present area
through extended use of machinery, construction of roads, replacing of hedges by fences,
construction of pumping stations for irrigation, drainage of the soil, planting of orchards,
provision of appliances to protect the fields from frost and a thousand similar
improvements. This, again, would necessitate a reduction of the cultivated area, and
make freeland, the great menace to rent, more accessible.

A reduction of the rate of interest would, further, allow transport-facilities for wheat from
abroad, (seaports, canals, ocean steamers, railways, silos) to be run more cheaply, which
would lower the freight charges on the produce of freeland. And every dollar saved here
means a dollar less for rent. Now the interest on the money invested in means of
transport constitutes a very considerable part of freight charges. For the European



railways in 1888, with an average rate of interest of 3.8%, the ratio between working
costs (upkeep of the permanent way, salaries and wages, coal, etc.) and interest was
135:115. Interest, therefore, very nearly, equalled the running costs, so that a reduction
of the rate of interest from 4 to 3% would have allowed a reduction of the freight
charges of nearly one eighth.

Running costs =4, interest on capital = 4, freight charges =8
n — 4’ n — , n —
" = 4, ! = 1, ! = 5
n — , n — , n - 4

That is to say, with interest at 0% railway freights might be reduced by one half. With
ocean freights the ratio of 9 costs to interest is not the same, although here, too, interest
plays an important part: ships, working capital, harbours, canals (Panama, Suez), coaling
stations, equipment of coal mines etc. - all this demands the regular rate of interest, and
this interest is a component of freights, a charge on the labour-proceeds of freeland-
settlers of the first and second classes, which are of such decisive importance for wages
and rent.

Thus the reduction or elimination of interest would reduce freights by one half, and in this
manner freeland would, economically speaking, be brought 50% nearer, the competition
of foreign wheat becoming correspondingly keener. But what would happen to rent if the
arable area close at hand were multiplied in this manner beyond the need for it? What
would happen to rent if freeland, which determines wages, could be increased at
pleasure, and that too, close at hand, so that the difference between the product of
labour of the freeland-farmer and the proceeds of his labour became less and less? Why
emigrate to far-off Canada, to Manitoba, and from there ship wheat burdened with
freight costs, to Holland, if we are able to grow the wheat on the soil of our own Zuider
Zee? If the rate of interest falls to 3, 2, 1 or 0%, every country will be able to provide
bread for its population. The limit to intensive cultivation is set by interest. The lower the
rate of interest, the more intensive is the cultivation of the sail.

We can here observe the close alliance that exists between interest and rent. So long as
there are wastes, marshes and deserts to reclaim, so long as land can be technically
improved, a high rate of interest, the ideal of the capitalist, is at the same time the
bulwark of the landowner. If the rate of interest fell to zero, rent would not, indeed,
disappear completely, but it would be dealt a staggering blow of a fall of interest on the
rent of building land is complex. Interest on the building capital is a far larger component
of house-rent than is the ground-rent (in the country and in small towns the ground-rent
is often less than 5 % of the rent of a house, whereas interest on the building capital in
such cases forms 90% of the total rent). A fall of interest to 1 % or 0 % would therefore
mean a great reduction of house-rent, and this of course would react on the amount of
accommodation claimed by the individual families. The masses which today, because of
high house-rents resulting from interest, must content themselves with very inadequate
housing accommodation, would demand, and be able to pay for, roomier dwellings. But
roomier dwellings mean larger building sites and therefore increased ground-rents. On the
other hand a fall in the rate of interest would reduce railway and train fares, and the
consequent shifting of the population to the suburbs would tend to counteract the rise of
ground-rents in the city.
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15. SUMMARY OF RESULTS ATTAINED SO FAR

1. The wage of the average worker is equal to the proceeds of labour of the average
cultivator of freeland and is entirely determined by these proceeds. Every modification in
the proceeds of labour of the cultivator of freeland is transmitted to wages, no matter
whether such modifications are brought about by technical improvements, by scientific
discoveries, or by legislation.

2. The so-called "iron law" of wages is therefore an illusion. For the individual, the wage
oscillates about the amount mentioned under 1. It may rise above this amount in the case
of specially efficient work, but it may also fall short of it, just as it may even fall short of
the minimum standard of existence.

3. The whole wage-scale for skilled work up to the highest levels is based on the labour-
proceeds of the cultivator of freeland.

4. Rent on land is what remains of the produce of the land after deducting wages (and
capital interest). As the amount of this deduction (wage) is determined by the proceeds of
labour on land, rent is also determined by the proceeds of labour of the freeland-farmer.

5. Interest is the close ally of rent.

6. It cannot be asserted without qualification that technical progress always benefits
rent. The contrary is often true. Progress and poverty are not necessarily coupled. Progress
and growing general prosperity as often go hand in hand.

7. Nor can it be definitely stated whether the burden of a tax on land can, or cannot be
shifted. The question can be definitely answered only when the destination of the revenue
from the land-tax is indicated. The land-tax may hit rent twice (first, through the tax itself,
secondly, through the increase of wages) or it may benefit rent by more than its amount.

8. If the yield of the tax on rent is employed for the benefit of the cultivators of
freeland, for instance as a premium on imported grain or as a subsidy for the cultivation
of waste land, the State, if it wishes, can confiscate rent completely. The burden of a tax
on rent, when the yield of the tax is so employed, cannot be shifted.

Mien of Rgricuiturol lond
ond Hemesivoda

Figure 1. The price of Agricultural land.

The price of land increases: With increase of quality and agricultural prices. With decrease
of wage-rates and rate of interest.



16. RENT OF RAW MATERIALS AND BUIILDING SITES, AND ITS
RELATION TO THE GENERAL LAW OF WAGES

Whether wheat comes from Canada, from Argentina, from Siberia, or from a
neighbouring farm, whether it be the duty-burdened wheat of a toiling German emigrant
or duty-protected wheat of a wealthy Pomeranian squire, does not concern the miller. If
the quality is the same, so also is the price.

This is true of all commodities. Nobody inquires about the cost of production of the goods
offered for sale; everybody is indifferent about their origin. It makes no difference
whether one man has been enriched by them and another ruined; if the quality is the
same, so is the price. This is clearly seen in the case of coins. Nobody inquires where,
when, or how the gold of the individual coins was obtained. One coin may have been
bloodstained plunder, another the product of a toil-worn gold digger, but they circulate
indifferently side by side.

Whatever the difference in the costs of production of the individual competing
commodities - the price remains the same. This is known to everyone who uses raw
materials, and it is known also to the owner of the land on which the raw materials can
be raised. If, for example, a city needs paving stones for a new street, the proprietor of
the nearest quarry will at once estimate, the distance from the street to the nearest free
quarry of equally good paving stones. He will then calculate the cost of carrying the
stones from there to the street where they are needed, and the price is made. This price
the city will have to pay, because only from this price upwards can competition come into
play, and competition determines price. (The wages in both quarries are assumed to be
the same, and may therefore be here left out of account).

If, however, direct competition is entirely lacking, if there is no free quarry within
reachable distance, and the proprietor in consequence demands excessive prices for his
paying stones, competition will be sustained by substitutes, in this case, say, wood-
pavement, macadam, gravel, asphalt, or a railway; or the construction of the street may
be abandoned. In the latter case the advantage expected by the city from the
construction of the street would be the only competition which the proprietor of the
quarry need take into account.

The same is true of all other raw materials without exception. If someone requires lime for
a cement factory, clay for a brickyard, bark for a tannery, coal, iron ore, wood, water,
building stones, sand, oil, mineral water, wind for his windmill, sun for his sanatorium,
shade for his summer-house, warmth for his grapes, frost for his skating rink, the
landowner who happens to be in possession of these gifts of nature will exact payment
for them, just as does the quarry-owner for his paving stones, and always on exactly the
same principle. The circumstances may be different in each separate case; competition of
substitutes may limit the greed of the land-owner to a greater or less degree; but always
the same law holds good: the landowner exploits the advantages which the products, the
situation or the nature of his property offer, in such a manner as to leave the purchaser
for his labour only what he would have obtained if he had been forced to procure his raw
material from waste land, from the desert, or from freeland.



From these considerations we deduce a proposition which is of great importance for the
general law of wages:

The product of the poorest, remotest and therefore often ownerless sources of raw
materials, loaded with freight charges and with the wages paid to work the more
favoured sources of similar materials, forms the basis of the price of these materials.
Whatever the owners of the favoured sources save in the cost of production, is rent.

The consumer has to pay for all the products of the earth, for all raw materials, as if they
had been produced on waste land at great expense, or conveyed at great expense from
ownerless land.

If the product of a man's work on the poorest soil were equal to the minimum of what
man needs to subsist, the private ownership of land would make the " iron law of wages
" a reality; but as we have seen, such is not the case. For this reason, but only for this
reason, can wages rise above the minimum of existence.

The ground-rent of cities, which in our industrial age very nearly equals the total rent on
agricultural land, is determined on exactly the same principle, though in somewhat
different circumstances.

The value of the land upon which Berlin is built was estimated in 1901 at 2911 million
marks which, with interest at 4% corresponds to a rent of 116 millions. This sum alone,
distributed over the 4 million hectares of the province of Brandenburg, is equal to a rent
of 30 marks a hectare. With the ground-rent of the other towns of the province added,
the urban rent may amount to about 40 marks a hectare, a sum which, considering the
poverty of the soil and the large areas of water, swamp and forest, possibly exceeds the
rent on agricultural land. The position of the province of Brandenburg, a region with poor
soil yet containing the capital of the German Empire is, indeed, exceptional; nevertheless
these figures show the great importance of urban ground-rent at the present day.

These figures are likely to surprise many readers; but, as someone has justly remarked: it is
becoming doubtful whether, measured by the rental, our great landed estates are not to
be looked for in Berlin rather than, as hitherto, in Silesia.

How is this curious phenomenon to be accounted for; what determines the rent of
building land, and what is its relation to the general law of wages?

In the first place we must explain why men congregate in cities in spite of the high
ground-rent; why do they not spread all over the country? Calculated by the above figures
the average ground-rent for every inhabitant of Berlin is 58 marks, that is, for families of 5
persons 290 marks yearly; an expense which is entirely avoided in the country, for the
ground-rent of the average country cottage is so trifling that it could be paid with the
contents of its earth-closet. And the hygienic advantages of life in the country contrast
strikingly with the miserable housing conditions in towns. There must, therefore, be other
weighty reasons to make people prefer the town.

If we assume that the social advantages of the town are cancelled by its disadvantages

(bad air, dust, noise and numerous other offences to our senses), all that is left to balance
the expense of urban life is the economic advantage of living in a town. The
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interdependence and co-operation of the city industries must afford advantages over
isolated industry in the country which in the case of Berlin counterbalance the 116
millions of ground-rent. If it were not so, the growth of cities would be quite
unaccountable.

No industry can be established in the country which, from its seasonal character, occupies
many workers today, and few or none tomorrow; for the worker must work all the year
round. In the city the varying demand for labour in the different industries is more or less
levelled, so that workmen dismissed by one manufacturer are engaged by another. In this
way a workman has greater security against unemployment in a town than in the country.

In the country the manufacturer lacks opportunity for the exchange of ideas, the stimulus
given by intercourse with other businessmen. Workmen trained in different factories and
acquainted with various methods are also a considerable asset to the city manufacturer as
compared with his competitor in the country. Thrown entirely on his own resources, and
compelled to employ workmen deprived of intercourse with workmen from other
industries and other countries, the country manufacturer is apt to lag behind in the
adoption of improvements. He also often lacks the facilities afforded by the city for the
sale of his products. Purchasers from all parts of the country and from other countries
flock to the city where they find everything they need, collected in one place. The city
manufacturer is visited by foreign customers who draw attention to the consumers'
wishes, and moreover give him valuable information about market conditions, prices, and
so forth. The country manufacturer is deprived of all this. Instead of being visited by his
customers he must sacrifice time and money in travelling to visit them. He must collect his
information about prices of raw materials, market conditions abroad and the solvency of
his customers in round-about ways that are often anything but reliable.

Furthermore he is forced to lay in much larger stocks of raw material than his competitor
in town who is able to procure everything immediately when needed; and if through
some oversight the country manufacturer runs short of some article, perhaps only a
screw, the whole factory is brought to a standstill until the missing part has been sent
from "town". Or if a machine breaks down, a mechanic may have to be summoned from
town, and until he arrives the factory is again idle.

In short, the disadvantages connected with the factory itself, with the workmen, the
purchase of raw materials and the sale of finished goods, are so many that the country
manufacturer forced to compete with a rival in town cannot possibly pay the same wages
as the latter. Thus all that he and his workmen save in ground-rent is deducted from the
proceeds of their labour.

Hence the only industries that can develop in the country are those which require so
much space that all disadvantages are counter-balanced by the saving on ground-rent; or
those which cannot be carried on in towns (saw-mills, brickyards, rolling mills) or are
forbidden by the police for hygienic reasons (lime-kilns, powder-mills, tanneries, etc.); or
those which, having a simple technical organisation, allow the manager to establish his
commercial headquarters in town. In every other case the town is preferred.

We know therefore where the money to pay the 116 millions of marks ground-rent of the
city of Berlin comes from, and we also know what sets the limit to the growth of cities.
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The advantages of combined work have been calculated in money and pocketed as
ground-rent by the landlords.

If the city grows, its economic advantages grow, and ground-rents grow also. And if
ground-rents grow out of proportion to the advantages of the city, its growth is
interrupted.

If you wish to enjoy the advantages afforded by the city for your trade, you must pay the
landlords for these advantages; otherwise you are free to establish your factory, shop, or
dancing hall in the woods and fields. Calculate what is more advantageous, and act
accordingly. Nobody prevents you from settling outside the city gates. If you can induce
your customers to tramp out to you through rain and snow, dust and mud, and there to
pay the same price as in the centre of the city, so much the better for you. If you think it
unlikely, then pay the ground-rent and establish yourself in town. You have indeed
another possibility, you can try selling your goods cheaper outside the city. Some
customers will be attracted by the cheaper prices; but where is the advantage? What you
save on rent, you lose in the price of the goods sold.

Ground-rents are thus determined by precisely the same law that governs the rents of
agricultural land and raw materials. All the advantages of the city (among which we
should mention the division of labour), are reaped by the ground-landlord. Just as German
wheat is sold for the price it would have fetched if it had been grown in Siberia and taxed
at the frontier, so the goods produced in a city must be exchanged at the prices they
would have fetched if loaded with all the disadvantages of goods produced far away from
industrial centres.

Agricultural rent captures all the advantages of situation and nature, leaving waste-land
and wilderness for the cultivator; city ground-rent claims for itself all the advantages of
society, of mutual aid, of organisation, of education, and reduces the proceeds of those
engaged in city industry and commerce to the level of producers isolated in the country.
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17. FIRST GENERAL OUTLINE OF THE LAW OF WAGES

The products that remain after deduction of rent and capital-interest, form the wage-fund
to be shared among all workers (day-labourers, clergymen, merchants, physicians,
servants, kings, craftsmen, artists). When everyone is free to choose his trade, the division
is made according to the personal capacity of each, by demand and supply. If choice of
occupation were completely free (it is not, but might be) everyone would actually obtain
the "largest" share in the distribution. For everyone tries to obtain the largest share, and
the size of the share is determined by demand and supply or, ultimately, by the choice of
occupation.

Thus the relative amount of the wage depends on the choice of occupation, that is, on
the individual. The absolute amount of the wage on the contrary, is quite independent of
the individual, and is determined by the amount of the wage-fund. The larger the
contributions of the individual workers to the wage-fund, the larger will be the share for
each. The number of workers is irrelevant; if there are more workers, the absolute size of
the wage-fund grows, but the number of those entitled to a share grows likewise.

We now know the amount contributed by the different categories of workers to the
wage-fund:

1. The contribution of agricultural workers is equal to the sum of products which an
equal number of agricultural workers could grow on freeland - less freight, interest and
import-duties, which we have to conceive as being reckoned in produce.

2. The contribution of other producers of raw materials is equal to the sum of products
which they could bring to market from the poorest, remotest, and therefore ownerless
sources - less interest.

3. The contribution of industrial workers, merchants, physicians, artists, is equal to the
sum of products which they could produce without the advantages of mutuality and
organisation, and isolated from populous centres - less interest.

If we pool all these products and distribute them according to the present-day wage-
scale, everyone gets exactly the products which he can actually procure in the shops and
markets with his present wages.

The difference between this amount and the total produce of the aggregate work
performed goes to make up rent and capital-interest.

What, then, can the workers (always in the broadest sense of the term) do to enlarge the
wage-fund, to obtain a real all-round increase of wages, which cannot be neutralised by
an increase in the cost of living ?

The answer is simple: they must keep closer watch on their wage-fund; they must protect
it from parasites. The workers must defend their wage-fund as bees and marmots defend
theirs. The whole product of labour, with no deduction for rent and interest, must go into
the wage-fund and be distributed to the last crumb among its creators. And this can be
achieved by two reforms which we have named "Free-Land" and "Free-Money".



Part Il: Free-Land

1. THE MEANING OF THE WORD FREE-LAND

1. Competition among men can be carried on equitably and in accordance with its high
purpose only if all special private or public rights over land are abolished.

2. All men without exception have an equal right to the earth without distinction of
race, religion, culture or bodily constitution. So everyone must be allowed to move
wherever his heart, his will, his health prompt him to go, and there to enjoy the same
right to the land as the natives. No private individual, no State, no society may retain any
kind of privileges over the land. For we are all natives of the earth.

3. The idea of Free-Land admits of no qualification. It is absolute. In relation to the earth
there are no rights of nations, no prerogatives of sovereignty, no rights of self-
determination of States. Sovereignty over the earth rests with men, not with nations. For
this reason no nation has the right to erect boundaries and to levy import-duties. Free-
Land means that the earth is to be conceived as a globe on which there is no import or
export of goods. Hence Free-Land also implies universal free-trade and complete
elimination of all tariff boundaries. National boundaries must become simply
administrative boundaries, such as, for instance, the boundaries between the separate
cantons of Switzerland.

4. From this description of Free-Land it follows that such expressions as "English coal",
"German potash”, "American oil" and so forth can be understood only in a geographical
sense. For everyone, no matter to what race he may belong, has the same right to English
coal, German potash and American oil.

5. The land is leased to the cultivators by way of public auction in which every
inhabitant of the globe, without exception, can compete.

6. The rent so received goes to the public treasury and is distributed monthly in equal
shares to mothers according to the number of their young children. No mother, no matter
from where she comes, will be excluded from this distribution.

7. The parcelling of the land is governed entirely by the needs of the cultivators. That is,
small lots for small families, large lots for large families. Also large tracts for communistic,
anarchistic, social-democratic colonies, for co-operative societies, or religious
communities.

8. Any nation, State, race, language-community, religious body or economic
organisation seeking to restrict Free-Land in any way is to be outlawed.

9. The present landowners will receive full compensation, in the form of government
securities, for the loss of their rents.



2. FREE-LAND FINANCE

The State purchases all private property in land-agricultural land, forests, building sites,
mines, gravel-pits, water-power. And the State pays for what it purchases, it compensates
the landowners.

The purchase-price is based on the rent which each piece of land hitherto yielded or
would have yielded. The rent thus calculated is then capitalised (*Capitalisation of rent
means calculation of the sum of money which would yield interest equal to the rent.) at
the mortgage rate of interest, and this amount is paid to the landowners in interest-
bearing State securities; not one penny more or less.

But how can the State pay the interest on such tremendous sums? The answer is: with the
rent of the land, which, of course, now flows into the public treasury. This revenue is
equal to the amount of interest to be paid, not one penny more, not one penny less, since
the debt is simply the rent of the land capitalised.

Suppose, for example, that the annual rent of the land is one billion dollars. (*Billion:
Throughout this book, in accordance with the convenient American (and French)
notation, the word "billion" denotes "one thousand millions". The German word is
"milliard".) The compensation paid by the State, at a rate of interest of 4%, then amounts
to 25 billion dollars, and the interest on this sum, at the same rate of interest, is also one
billion dollars. The sum paid out and the sum received are the same.

The size of these figures need cause no alarm, for the size of the debit is measured by the
size of the credits. (*At the present moment, indeed (November 1919) there is practically
nothing left to redeem. The German debt for reparations, which is equivalent to a first
mortgage, will claim the greater part of German rents. Already a large German estate can
be bought for the price of a few acres of Swiss land.) In itself nothing is either great or
small. France though burdened with a national debt of 35 billion francs and as much
again for private mortgages is piling up billions upon billions in foreign State securities.(*
Written before the war.) The capacity of the reservoir is great. It would be the same with
the debt resulting from nationalisation of the land. The immense debit would be balanced
by an immense credit. It would therefore be quite superfluous to calculate these sums in
advance. If the amount is 100 billions, good; if it is 500 billions, good again. For the State
finances the entry is transitory. These billions troop through the public treasury without
leaving a trace. Is a banker alarmed when entrusted with a fortune? Is the President of the
Reichsbank alarmed at the sums, however great, that pass through his ink pot? Not at all,
he sleeps as soundly as the director of the Bank of Heligoland. Have the debts of the
Prussian State become more oppressive since the railways were bought by the State and
paid for with State securities?

It may indeed be objected that the State does incur a risk in connection with the
nationalisation of the land, in so far as rents are determined by fluctuating economic
factors (tariffs, freights, wages, currency-standards), whereas the rate of interest on the
debt, like the debt itself, is fixed on paper. Such a risk exists, and strangely enough its
existence is exploited by the landowners as an argument against nationalisation. For how
have the landowners protected themselves hitherto against the shrinkage of rent? Have
they not always, in such cases, appealed to the State for help, shifting the whole burden



of their loss to the State which they are now so anxious to protect from risk? And they
omit of course to mention that where there is a risk there is usually also a chance of
profit; they are wont to transfer the risk to the State, but to claim the whole of the profit
for themselves. With regard to the private ownership of land the State has hitherto always
played the part of a loser in a lottery. For the State the blanks - for the landowner the
prizes. When rents increase, the beneficiaries never propose to restore to the State what
they have received from it in times of need. In former times the landowners were able to
help themselves. They aggravated the conditions of slavery or serfdom, and when slavery
could no longer be maintained they forced the State to help them by restricting freedom
of movement, whereby wages were depressed below their natural level. And when such
methods became too dangerous, the State was requested to come to their aid with the
bimetallic swindle, that is, to sacrifice the currency-standard, and thus by a shameless
inflation of prices, to liberate the indebted landowners from the burden of their debts, at
the expense of the rest of the population. (This sentence will be more easily understood
later on by readers who are as yet unfamiliar with the problems of currency.) When this
attempt failed through the opposition of the other class of receivers of unearned income,
namely the bondholders, and nothing more could be gained by force, the landowners
changed their tactics and whined for sympathy. To justify their demand for protective-
duties on agricultural produce they called attention to the "plight of agriculture". To
protect and increase rents the mass of the people were to pay higher prices for bread.
Thus it has always been the State, the people, that took upon itself the risk connected
with landed property. A risk borne by so broad and powerful a class as the landowners is
in practice equivalent to a risk borne by the public treasury. After nationalisation of the
land the only change would be that, in return for the risk incurred, the State would have a
chance of profit.

Moreover, from the point of view of economic life as a whole there is no risk whatever in
the decline of rents; from this standpoint, indeed, even their disappearance would be no
loss. The taxpayer, who has at present to deduct from his work not only taxes, ,but also
rent, could easily bear a larger tax if relieved of the burden of rent. The tax-paying
capacity of the people is always in inverse ratio to the power of the landlords.(* Rent on
French land fell by 22.25% in the period 1908-1912, as compared with the period of
1879-1881; the price of land falling by 32.6%, In 1879-1881 a hectare cost 1830 francs,
in 1908-1912 only 1244 francs.)

At first nobody gains or loses by the redemption of the land. The former landowner
receives as interest from the State what he used to receive as rent from his landed
property, while the State, through its ownership of the land, receives rent equal to the
interest on the State securities. The net gain to the State will begin only with the gradual
amortisation of the debt through the currency reform which we discuss later. With this
reform the rate of interest (both on money-capital and on real capital) will within a short
space of time sink to the lowest point permitted by international market conditions, while
the international application of the reform would reduce pure interest to zero.

It will therefore be prudent to grant the holders of the land-nationalisation bonds only as
much interest as is necessary to maintain the parity of these securities. For the price of
securities bearing a fixed rate of interest must respond to all the fluctuations of the
market rate of interest. If, therefore, the price of the State-securities is to remain stable,
the rate of interest must be adjustable. It must rise and fall with the market rate of
capital-interest, this being the only way in which these State securities can be protected
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against speculation. And it will certainly be in the public interest to protect a capital of
from 50 to 75 billion dollars against the raids of speculators, especially as these securities
will in many cases be held by persons without financial experience. We propose to
introduce the money reform simultaneously with the nationalisation of the land. Its effect
will be to reduce the market rate of interest, so the rate of interest on the nationalisation
securities will also be automatically reduced, from 5 to 4, 3, 2, 1, - and finally 0%.

The finances of land-nationalisation will then present this aspect:

The rents of a country amount annually to, say, 10 billions
With interest at 5%, the State pays the land-owners an indemnity of 200 billions
Or, with interest at 4%, an indemnity of 250 billions
The interest to be paid on 200 billions at 5% is 10 billions
If the market rate of interest now falls to 4%, the interest on the

200 billions must be reduced to 8 billions
Whereas the rents at first remain stationary at 10 billions

Thus the finances of the land-nationalisation show an annual credit balance of 2 billions

This balance will be used to cancel part of the debt, and the sum on which interest is to
be paid will be reduced by this amount, whereas the rents continue to flow,
undiminished, into the public treasury. This annual surplus will increase in proportion to
the decline of the general rate of interest, and will finally, when interest has fallen to 0%,
equal the full amount of the rents - which will also, it is true, decline with the fall of
interest, though not to the same extent. (See Part |, Chapter 14.)

With such a development, the whole of the great debt arising from nationalisation of the
land is completely cancelled in less than 20 years.

It may be mentioned that the present exceptionally high rate of interest on the war loans,
which would be adopted as the capitalisation rate, would be particularly favourable for
nationalisation of the land, for the higher the rate of interest, the smaller is the capital
sum to be paid as indemnity to the landowners. For every $1000 of rent the indemnity to
be paid to the landowners is:

at 5% = $20,000 capital
at 4% = $25,000 capital
at 3% = $33,333 capital

Whether it is desirable to shorten still further the period of transition and adjustment
granted by the above scheme to the beneficiaries of rent, | shall leave it for others to
decide. The means to do so will not be lacking. The effects of the monetary reform
proposed in Part IV of this book are far-reaching. The money reform allows economic life
to develop freely, giving full scope to modern means of production which, in the hands of
modern highly-skilled workers, are capable of greatly increased output, and it also puts an
end to economic crises and stoppages of work. The taxpaying capacity of the people will
increase enormously. If, therefore, it is desired to make use of these forces for a more
rapid cancellation of the State debts, the term indicated above can be greatly reduced.
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3. FREE-LAND IN PRACTICE

After the land has been nationalised it will be divided according to requirements of
agriculture, housing and industry, and leased by public auction, for terms of 1, 5, 10
years, or for life, to the highest bidders. The leaseholders will be given certain securities
for the stability of the economic factors upon which they base their offer, so that they
cannot be crushed by their contract. This object could be achieved by the guarantee of
minimum prices for agricultural products, the currency being adapted to these prices; or
by reduction of the rent in case of a general rise of wages. In short, as the purpose of the
reform is not to harass the farmer, but, on the contrary, to create and maintain a
flourishing state of agriculture and a healthy farming class, everything possible will be
done to bring the yield of the soil and farm-rent into permanent agreement.

The possibility of nationalising agricultural land has been repeatedly demonstrated by
experience. Land nationalisation converts the whole land of the country into leasehold
farms held from the State, and leasehold farms, both private and national, already exist in
every part of Germany. Through nationalisation we simply make an existing institution
universal.

Leasehold tenure has been objected to on the ground that the tenants will be more
inclined to impoverish the soil than the present owners who are personally interested in
keeping the soil in good condition. The leaseholder, it is said, squeezes everything out of
the soil and then moves on.

This is about the only objection that can be made against leasehold tenure; in no other
respect is there any difference between tenants and owners, in so far, at least, as the
welfare of agriculture is concerned. For both pursue the same object, namely, to obtain
the highest yield with the minimum of labour.

That farming methods tending to exhaust the soil are by no means a peculiarity of
leaseholders may be seen in America, where some wheat farmers squeeze their soil to the
point of complete exhaustion. Wheat farms that have been so exhausted may be had by
the hundred for small sums. In Prussia, on the other hand, the State farms are said to be
farmed on model lines. And these farms are worked by leaseholders.

But in any case exhaustion of the soil by the tenants can easily be prevented.

1. The tenant can be given a lease of his farm for life.
2. Clauses can be introduced into the contract rendering exhaustion of the soll
impossible.

If a leasehold farmer exhausts the soil, the fault invariably lies with the proprietor, who
allows the farmer to adopt such methods simply to obtain a higher rent for himself, for a
few years. In this case it is not the tenant but the landowner who is guilty of exhausting
the soil. Sometimes the proprietor consents to short-term leases only because he does not
wish, through granting a longer lease, to lose the chance of a favourable sale. Under such
conditions he will not of course find tenants willing to improve the soil, but the evil in this
case is not the system of leasehold tenure, but the system of private ownership of the
land.



If the landlord wishes to make exhaustion of the soil impossible he can draw up the
contract accordingly. If the farmer is bound by contract to keep enough cattle to consume
the fodder grown on the farm, and is forbidden to sell hay or straw or farmyard manure,
this clause alone is sufficient to protect the soil.

If, in addition to this, the farmer is given full security that the farm will be his for life if he
so desires, with a prior right of tenancy for his widow or children, there is no fear of his
exhausting the soil, unless indeed his rent is too high, so that he has no interest in
prolonging his contract. In this case, however, the above mentioned clause would suffice
to prevent exhaustion of the soil, and a similar clause could be devised to meet other
conditions. There are soils unsuitable for cattle-breeding but very suitable, say, for wheat-
growing. In such cases the farmer could be bound by contract to return to the fields, in
the form of artificial fertilisers, what he abstracts from them through the sale of the
wheat.

It may also be mentioned that since the discovery of artificial fertilisers, exhaustion of the
soil is no longer such a grave problem as it was when the only method of restoring
fertility to exhausted soil was to let it lie fallow. Formerly it took a whole lifetime to
restore an exhausted field, now fertility is restored promptly by the use of artificial
manure.

The condition of Ireland is pointed to as a warning against careless farming by tenants,
but we must here remind our readers of the most important feature of nationalisation of
the land, namely that rents will no longer enrich private individuals but flow into the
public treasury whence they will be restored to the people in the form of reduced taxes,
endowment of motherhood, widows' pensions and so forth. If the rents which the
absentee landlords, year in, year out, for 300 years, have abstracted from Ireland to spend
in idleness elsewhere, had been left to the Irish people, the condition of that country
would be very different.

Other examples, such as the Russian "Mir" and the German commonages have been
mentioned as warnings against leasehold farming. But here again, as in the case of
Ireland, the comparison with nationalisation is inadmissible. In the "Mir" a new
distribution of the land takes place regularly every few years, when by deaths and births
the number of members of the commune has changed; so that no one ever remains in
possession of the same piece of land for any length of time. If a member of the Mir
improves the soil, he has to share the benefit with the whole Mir, so his personal gain is
small. This system inevitably leads to negligent cultivation, to exhaustion of the soil and
impoverishment of the whole community. The Mir is neither communism nor
individualism; it has the disadvantages of both and the advantages of neither. If the
Russian peasants farmed their land jointly after the fashion of the Mennonites, the
common interest would teach them to do what the landowner does for the improvement
of the soil. And if they reject communism they must accept the consequences and adopt a
system of through-going individualism.

It is the same with many of the German commons which are generally reputed to be in a
wretched condition. The mistake is here the short tenures which encourage rapacious
methods of farming. It almost looks as if the village councils were bent on discrediting the
common property in order to pave the way for dividing it up; a plan which has been
successfully practised in the past. If this suspicion is well founded the poor condition of
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the common lands should be attributed to the system of private ownership, for it is the
hope of converting the commonages into private property that causes their neglect. If the
proposal to divide up the commons were made punishable, and the land were declared
the inalienable property of the communes, this deplorable state of matters would be
quickly remedied.

What the farmer really needs is the assurance that whatever money and labour he
expends on improving the soil will benefit him directly and personally, and the rent-
contract must be devised to give him this assurance - as it easily can be.

The most important land improvements cannot however be undertaken without infringing
the principle of private ownership of the land. How, for instance, is a private individual to
construct a road to his fields across the property of his neighbour who may be his enemy?
How do we construct a railway line or a canal through the property of 1000 private
individuals? Here the principle of division of property and of private ownership of land
must always give place to legal expropriation. No private individual can construct dykes as
a protection against floods along coasts and rivers. The same is true of the drainage of
swampy land, where the plan must ignore boundary fines and be adapted solely to the lie
of the land. In Switzerland 75,000 acres of land were drained by turning the Aar into the
Lake of Biel, an enterprise which required the co-operation of four cantons. In this case
the private proprietors could have done nothing whatever, and cantonal ownership had
also to be disregarded. In the correction of the course of the Upper Rhine even the
principle of Swiss national ownership was not enough; for the undertaking could be
carried through only by an arrangement with Austria. How is the private owner on the
Nile to get his water for irrigation? Is the principle of private ownership to be extended to
afforestation, on which the climate, the condition of the water courses, navigation, and
the health of the whole people depend? Even the food supply of the population cannot
safely be left to the private proprietor. In Scotland, for instance, a few landlords,
protected by the laws of private property, depopulated a whole area, burning down the
villages with their churches, simply to turn it into a game preserve. The same thing is done
by the great landed proprietors in Germany who, under pretext of anxiety about the food-
supply of the people, demand protective duties which increase the price of the people's
bread. The principle of private ownership of land is incompatible with the interest of
hunting and fishing, or the protection of wild birds. And the incapability of private
property to fight pests, such as cockchafers and locusts, has been seen in Argentina,
where each proprietor confined his efforts to driving the locusts off his fields into those of
his neighbour - with the result that these insects multiplied and for three years in
succession completely destroyed the wheat crop. Only when the State disregarded private
property and had the locusts destroyed wherever they were found, did they disappear. It
is much the same in Germany with regard to the fighting of pests. What for instance can
the individual vineyard proprietor do against phylloxera?

Private ownership fails wherever the motive of selfishness of the individual fails, and that
usually happens when there is a question of the improvement or protection of the land. If
we were to believe the German agrarian party, the principle of private property in land
would have to be completely abandoned, since "the plight of agriculture” (meaning the
plight of the receivers of rent) of which they complain, can only, according to them, be
removed by the forcible interference of the State, acting through protective-duties. So the
private owner, according to the landowners, can do nothing for the plight of agriculture.
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Private ownership, through the right of succession, necessarily leads to the division of land
or to mortgaging. Exceptions are rare, being limited to the case of an only child.

The division of land leads to those dwarf farms which produce general poverty, and
mortgaging makes the landowners so dependent on currency policy, interest, wages,
freight-rates and protective-duties that in practice scarcely anything remains of private
property in land. What we have today is not private ownership of land, but the politics of
private ownership of land.

Let us suppose, for example, that agricultural prices fall heavily in consequence of one of
the frequent blunders in currency policy, such as the introduction of the gold standard.
How is the farmer to raise the interest for his mortgage? And if he does not pay the
interest, where is his property? How is he to protect himself except by his influence on
legislation, which allows him to regulate the currency, and consequently the burden of his
mortgage, according to his desire? And if the rate of interest rises, how is he to escape
the hammer of the auctioneer?

The landowner is forced to cling to legislation. Unless he takes an active part in politics,
and controls currency, import-duties and railway rates, he is lost. What would become of
landowners if it were not for the army? If the yellow peril becomes a reality and a man
without property finds Mongolian rule still more irksome than Prussian discipline, he can
throw down his tools and emigrate with his wife and children and a bundle of clothes. So
can the landowner - if he is prepared to abandon his landed property.

Thus private ownership of land can be maintained only with the aid of politics, being in
itself a product of politics. It may be said that private ownership of land is the
embodiment of politics. Without politics there can be no private ownership of land, and
without private ownership of land there can be no politics. After nationalisation of the
land, politics would become a thing of the past.

After nationalisation of the land, agriculture loses all connection with politics. Just as even
today leasehold farmers as such have no immediate interest in the currency, import-
duties, wages interest, freight-rates, construction of canals, extermination of pests; that is,
in the "great" - and sordid - problems of contemporary politics, simply because in the
terms of their leases the influence of all these factors is already allowed for; so, after
nationalisation, all farmers will watch the proceedings of Parliament without excitement.
They will know that every political measure affecting the rent of their land will be
reflected in the terms of the lease. If import-duties are introduced to protect agriculture,
the farmer knows that he will have to pay, in the form of a higher farm-rent, for this
protection; hence he is indifferent to the proposed duties.

When the land is nationalised the prices of farm products may, without injury to the
public interest, be forced so high that it will pay to cultivate sand dunes and boulder-
strewn mountain slopes; even wheat growing in flower pots could be made profitable
without allowing the cultivators of fertile soil to derive any private advantage from the
high prices, since the amount paid on their leases would keep pace with the rise of rent.
Patriots who are anxious about the provisioning of their country in war-time should study
this remarkable aspect of land nationalisation. With a tenth of the money thrown to the
receivers of rent through the wheat-duties, Germany might have converted all her moors,
heaths and wastes into fertile soil.
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The amount of railway and canal freights, and the politics connected therewith, will not
concern the leaseholder any more directly than the ordinary citizen. For if changes in
freights were to benefit him, the increase in his rent would annul the advantage. With
nationalisation of the land, politics will, in short, cease to interest the farmer personally,
he will be concerned only with legislation for the common weal, with objective politics.
Obijective politics are, however, no longer politics, but applied science.

It may here be objected that if farmers are able to secure longterm or lifelong leases, they
will still be affected by legislation and tempted to seek their private advantage at the
expense of the common weal. The objection is valid, but does it not apply with still
greater force to the existing private ownership of land, which allows the benefits of
legislation to be converted into hard cash in the selling price of the land, as may be seen
from the present high price of land resulting from protective-duties? After nationalisation
of the land, however, the taint of politics may be altogether removed by reserving to the
State, in the case of lifetime contracts, the right of having rents officially re-adjusted from
time to time, just as is now done with the rates on land. (In the case of short-term
contracts the rent is adjusted by the farmer himself through the public auction of the
lease.) For if the farmer knows that all the advantages to be expected from politics will be
converted into rent for the revenue department, he will give up the attempt to influence
rent by legislation.

Allowing for all these circumstances, we may sketch a lease contract after nationalisation
of the land somewhat as follows:

NOTICE

The lease of the farmstead known as "The Chalk Farm" is advertised for public auction.
The auction will take place on St. Martin's Day, and the lease will be granted to the
highest bidder.

The farm is estimated to occupy one man in full work. The house and stables are in good
repair. Rent hitherto $100. The soil is of the fifth quality, the climate suitable for strong
constitutions only.

Terms:
The farmer undertakes by contract to fulfil the following conditions:

1. To sell no fodder. He must keep sufficient cattle to consume the entire crop of hay
and straw. The selling of stable manure is forbidden.

2. To restore to the soil, in the form of chemical fertilisers, the minerals abstracted from
it by the sale of grain; for every ton of grain 200 Ibs. of basic slag or its equivalent.

3. To keep the farm buildings in good repair.

4. To pay the rent in advance or give security for its payment.

The State Land-Department undertakes:
1. Not to give the tenant notice to quit as long as he fulfils his engagements.

2. To grant a prior right of tenancy to the widow and direct heirs of the tenant in the
form of 10% rebate on the highest bid obtained at the auction.
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3. To cancel the contract at any time at the request of the tenant, on payment by him of
a fine equal to one-third of the annual rent.

4. Not to alter the freight-rates for grain within the duration of the contract.

5. To establish accurate wage statistics and, in the case of leases for life, to reduce the
rent if wages rise, and to raise it if wages fall.

6. To construct any new buildings that may prove to be necessary, in return for an
increase of the rent equal to the interest on the capital outlay, plus depreciation, etc.

7. To insure the tenant free of charge against accident, sickness, hail, floods, cattle-
diseases, fire, phylloxera and other pests.

The crucial question for the practicability of land nationalisation is this: Will tenants be
forthcoming on the above conditions? Let us suppose that there are but few, so that
competition at the auctions is slight. What would be the result? The amount bid would be
low; it would be less than the real rent, and farmers would make correspondingly higher
profits. But must not these higher profits act as a stimulus to the farmers who had held
back because they were unable to appreciate the new conditions, and had consequently
decided to await the verdict of experience?

It is therefore certain that after a short experimental period competition at the lease
auctions would raise farm-rents to the level of the highest rent the land could bear;
especially as the risk of the tenure under the new conditions would almost disappear,
since the net proceeds of the farm could not possibly fall below the average rate of
wages. The farmer would always be assured the average wage for his personal labour,
and over and above that he would have the advantage of liberty, independence and
freedom of movement.

Let is be further remarked that after nationalisation a farmer would have to be appointed
in every locality to supervise the execution of the rent contracts. In every province and
district an illustrated list of the farms to be let would be published annually, containing
everything that farmers require to know as to the size and the situation of the farms, the
crops grown, the prices of farm produce, the farm buildings, previous rent, schools,
climate, game and hunting, social conditions and so forth. Since the purpose of
nationalisation is not to exploit farmers, great care would be taken to inform tenants
about both the advantages and the disadvantages of the farmsteads - whereas at present
the landowner never mentions the disadvantages. Many of them, such as damp
farmhouses, night frosts, etc. are concealed and can be discovered by the tenant only by
indirect enquiry.

The following is a summary of the effects of nationalisation of agricultural land: Abolition
of private profit from rent, and consequent elimination of what is called "agricultural
distress", of protective-duties and politics as we know them. Abolition of private
ownership of land, hence elimination of mortgages, of subdivision of the land and of
family quarrels after inheritance. No landlords, no landslaves, but instead general equality.
No landed property, and therefore complete freedom of movement and settlement, with
all its beneficent consequences for the health, character, religion, culture, happiness and
joy of life of mankind.

In mining, nationalisation of the land is even simpler to carry out than in agriculture.

Instead of leasing the mines, the State could invite employers and co-operative societies
to tender for working the mine and accept the lowest tender per ton of output. The State
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could then sell the output to the highest bidder. The difference between the two prices is
rent, and goes into the public treasury.

This simple method can be applied where machinery of a permanent kind is unnecessary;
as for example in the case of peat, moors, brown-coal deposits, gravel, clay and sand pits,
quarries, certain oilfields, etc. It is the system at present generally adopted in State forests,
where it has long been found satisfactory. The administration of the forest agrees with
the workers in public contract on the wage to be paid for a cubic meter of timber, the
lowest bidder obtaining the contract. The timber is felled and trimmed into piles of certain
standard dimensions and then sold by public auction. Fraud is almost impossible, because
the buyers at once complain if given short measure. It would be the same in surface
mining. The buyers would supervise the work at the pits. The workers could, if they
wished, co-operate, and so dispense with the services of an employer (a system which, by
the way, they have yet to learn), because no capital worth mentioning is required. The pit
belongs to the State; and the workers need only their implements.

In coal pits, as in deep mining generally, the matter is more complicated, as plant is
required. There are, however, several solutions, all workable.

1. The State provides the plant; insures the workers against accidents, and for the rest
proceeds as above; that is, the raising of the mineral is given by contract to the individual
workers. This method is in general use in private and State-owned mines.

2. The State provides the plant, as above, and gives a contract for the working of the
mine to co-operative societies. This system is not, as far as | know, at present in use. Its
introduction would be advantageous for communistic workers, for they would thereby
learn to govern themselves.

3. The State leaves both the working of the mine and the provision of the plant to the
co-operative societies and pays the society a contract price, to be fixed by competition,
for the output, which it sells to the highest bidder as in the first and second systems.

A fourth system leaving the sale of the output also to the workers cannot be
recommended, because the selling price is dependent on too many factors.

For large mines with thousands of workers the first system would probably be the best,
for medium-sized mines the second system, and for the smallest mines the third system.

The difference between the selling price and the running costs would be paid into the
public treasury as rent.

For the sale of the produce of the mines two systems could be applied:

1. A fixed price year in year out. This system could be applied wherever production can
be indefinitely increased, so that the demand from the fixed price can at all times be
satisfied. Uniform quality of the products is an essential condition for this system.

2. Public auction. This system could be adopted where the products are of unequal
quality and the output cannot be adapted to meet any possible increase of demand.

If the Products were sold at fixed prices and an increased demand at these prices could

not always be satisfied, speculation would come into play. Where the quality is not
uniform, sale by public auction is the only way of avoiding complaints.
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Water-power is a peculiar kind of product of the land, which in some regions is already of
great importance and is destined to become still more important with the progress of
technical science. For the larger power stations which supply towns with light and with
energy for tramways, municipal enterprise would be simplest, especially as the running of
such power stations offers few difficulties. In the case of lesser water power used directly
for industries such as flour-mills and saw-mills, the sale of power at a uniform price, to be
adjusted to the price of coal, would be more practical.

Somewhat greater are the difficulties of nationalising the land on which towns are built, if
it is desired to exclude arbitrary management and nevertheless secure for the State the full
rent. If we are satisfied with a moderately efficient solution, the leasehold system existing
in the greater part of London could be adopted. By this system the land is secured to the
tenant for whatever use he likes for a term of 50 to 70 years (in London 99 years), the
annual rent being fixed in advance for the whole term of the tenure. The rights of the
tenant are negotiable and inheritable, so the houses erected on the land are saleable.
Thus if in the course of time (and in 100 years many things may change) ground-rents
rise, the tenant is the gainer; and the gains - in London for example - may be very large; if,
on the other hand, ground-rents fall, the tenant has to bear the loss, which may also be
very large. As the houses erected on the land serve as pledges for the payment of the
rent, the tenant cannot escape the loss. The full rent of the house serves as security for
the landlord.

But cities, as the history of Babylon, Rome and Venice teaches us, are subject to
vicissitudes, for little is needed to sap their vitality. The discovery of the sea-route to India
brought Venice. Genoa and Nurnberg low, deflecting the traffic to Lisbon; and with the
opening of the Suez Canal Genoa was resuscitated. The same is likely to happen with
Constantinople after the opening of the Baghdad railway.

Furthermore we must here recall that our present currency laws offer no guarantee
whatever that currency policy may not any day be directed, at the bidding of the creditor
class, towards a general fall of prices such as occurred in 1873 when silver was
demonetised. The possibility always exists that gold, in its turn, may also be demonetised,
and the supply of money then reduced so as to cause a general fall of prices of say 50%,
by which the fortunes of private and public creditors would be doubled, at the expense of
the debtor class. In Austria this was done with paper money, in India with silver, so why
should not the same trick be played with gold?

Thus there is not the slightest guarantee that ground-rents will be maintained during the
whole term of the contract at the level on which the lease was based. The influence of
politics and a thousand economic circumstances - to which must be added the probability
that after nationalisation of the land the present tendency of the population to
concentrate in towns will be reversed - make long-term leases exceedingly risky, and for
the risk the lease-giver, in the present case the State, must pay in the form of a reduced
rent.

Another question is, what becomes of the buildings after the expiration of the tenure? If
the buildings fall to the State without compensation the lease will take care, in building
his house, not to make it last longer than the term of his lease, so in the majority of cases
the buildings will have to be pulled down when they lapse to the State. To a certain
extent it is an advantage if houses are not built for eternity, since every time they are
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rebuilt new technical improvements can be incorporated; but the disadvantages are far
weightier, as may be seen in the case of the French railways. The land occupied by these
railways was leased to private railway companies for 99 years with the condition that at
the expiration of the lease the whole should lapse to the State without compensation. The
result is that construction and maintenance have been adapted to this clause. The State is
not to succeed to more than can be helped; it is to come into possession of railways in
articulo mortis, of scrap-iron and debris. It is in consequence of this short-sighted contract
that the French railways give such an impression of neglect - even now, long before the
expiration of the contracts. The same thing would happen if building sites were let with
the condition that on expiration of the lease the buildings should lapse to the State.

A somewhat better plan would be to have the buildings valued and paid for by the State.
But on what principle is the valuation to be made? There are two possibilities:

1. Valuation according to usefulness (building plan, layout).
2. Valuation according to building costs.

If compensation were determined simply by building costs and state of repair, the State
would have to pay dear for many a useless, bungled building only fit to be pulled down.
The builders would make short-sighted, ill-considered plans, knowing that, whatever the
result, the State must pay the cost. On the other hand if we leave building costs out of
account and base the valuation on other considerations, the building plans would have to
be submitted for approval to the State, which would mean bureaucracy, tutelage and red
tape.

Hence the best method seems to me to be the following: to lease the building sites for an
indefinite period; not, however, at a rent fixed in advance for ever, but at a rent adjusted
in accordance with a re-valuation of ground-rents, to be undertaken by the State at
regular intervals of 3, 5, or 10 years. In this way the builder's risk in connection with the
ground-rent would be reduced almost to nil, while the State would collect the full rent
without having to trouble about the buildings. The whole responsibility for the best use of
the building-site would rest with those whom it concerns, namely the builders. Perfect
accuracy in calculating ground-rent and consequently the amounts to be paid for the
leases, cannot, of course, be expected, but it would at any rate be possible to adjust the
amount payable on the leases so as neither to kin enterprise nor to defraud the State.

In order to calculate the ground-rent for the different parts of a city the State could itself
build a tenement house in every quarter of the city. The building plan would be devised
with a view to securing the highest possible rent. From the yield of the building, interest
on the building capital (as long as interest exists), repairs. depreciation, fire-insurance etc.
would be deducted and what remained would be the ground-rent for all other buildings
situated in the same street or in an equally good locality.

Even by this method ground-rent could not be calculated with perfect accuracy, since a
great deal would depend on the building plan of the normal tenement house. It would be
necessary, therefore, to devise this normal plan with special care. But in any case the
builders would never have any reason to complain, since shortcomings in the normal
tenement would result in a reduced yield of rent, and this deficit would affect the
calculation of ground-rent and result in a lowering of the ground-rent for all building
sites.
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With this plan builders would have a direct personal interest in keeping their houses in
good repair and in devising wen throughout building plans; for every advantage of their
houses over the normal house would be to their profit.

Finally we should mention that as the principal factor in the calculation of the amount of
ground-rent in the rent of houses is the rate of interest on the building capital, it will be
necessary to determine in advance, that is, before the contracts are signed, by what
method the rate of interest is to be computed. In the calculation of the ground-rent it
makes a vast difference whether the interest paid on the building capital is reckoned at 4,
3.5, or 3%.

Suppose for example, that the capital for a building scheme is $100,000, the house-rent
$10,000, and the rate of interest 4%. The interest on the building capital is then $4000,
so the ground-rent, that is, the rent to be paid on the lease is $6000. But if the rate of
interest is 3 %, only $3,000 would be deducted from the rent of the house, so the
ground-rent would be raised to $7,000 a difference which, if not founded on an
incontestable, contractual basis, would cause a chorus of complaint. A fall in the rate of
interest from 4% to 3% would make a difference of at least 20 million marks in the
calculation of the ground-rent for the city of Berlin. It is therefore clear that the rate of
interest upon which the calculation is based must not be subject to arbitrary
manipulation.

In the following part of this book, treating of the money reform, there is a full discussion
of the computation of pure capital-interest, to which the reader is referred. | here suggest,
quite independently of the other discussion, that the average dividend of all home
industrial shares quoted on the Stock-Exchange should be taken as the rate of interest for
building capital. In this way building capital would be assured the average yield of
industrial capital, the building industry would in consequence be freed from all risk and
would attract a large bulk of capital, to the benefit of the tenants. For everyone desiring a
safe investment would invest his money in houses, which would always yield the average
dividend.

This rate of interest would, of course, be used only for calculating the ground-rent of the
normal tenement house.

The normal tenement house on an area of 500 square yards yields $10,000
The building capital, less the usual amount written off for depreciation is $100,000
The average dividend on industrial shares is 3.5 %. The capital interest to be deducted
from the rent therefore amounts to $3,500
Leaving for ground-rent $6,500

or $13 per square yard.

Without taking into account modifications which can be finally determined only by
experience, we therefore obtain the following broad outline of a lease contract between
the State and the builder.

1. The State grants the builder a hereditary lease of the building site No. 12 Claudius
Street.

2. The ground-rent is calculated on the basis of the estimated ground-rent of the
normal rented house situated in the same street.
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3. The ground-rent of this normal rented house is the rent obtained by public auction of
the lease of the house, less so much per cent for depreciation, repairs and insurance, and
less interest on the building capital.

4. For the calculation of ground-rent, the rate of interest on the building capital will be
considered equal to the average annual dividend of the industrial shares quoted on the
Berlin Stock-Exchange.
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4. EFFECTS OF NATIONALISATION OF THE LAND

We shall not have to wait for the effects of land nationalisation until the last certificate of
the nationalisation loan is redeemed and burnt, for they will appear on the day on which
expropriation is decreed by law. And the effect of nationalisation will be first manifested
in Parliament and politics.

Like the builders of the tower of Babel, Parliamentary representatives will suddenly no
longer recognise each other. They will return to their homes transformed men, with new
and higher aims. The thing they stood for hitherto, the thing they upheld or attacked, for
which they collected a thousand weighty or frivolous arguments no longer exists. By a
stroke of magic the reeking battle-field of political strife has been converted into a
peaceful graveyard. No advantage can now be derived by private individuals from rent,
and what was Parliament but a Stock-Exchange where bears and bulls growled and
bellowed over the rise and fall of rent on land? "A betting-den for higher tariffs", so it was
termed by one who took part in its debates. It is a fact that latterly the proceedings of
Parliament have turned almost exclusively on matters either directly or indirectly affecting
rent on land.

Rent on land is the starting point for all legislation initiated by the Government; it is the
axis on which the thoughts of the party in power consciously or unconsciously turn, in
Germany and everywhere else. If rent on land is safe, all is well.

The long and sordid debates on the wheat-duties turned upon rent on land. All the
difficulties in connection with the German commercial treaties were created by landed
interests. During the protracted deliberations about the German Midland Canal it was the
opposition of the landowners that had to be overcome. All the small natural liberties that
we enjoy today, such as freedom of movement and settlement, the abolition of slavery
and serfdom, had to be won from the landlords by force of arms, for the landlords used
powder and shot to defend their interests. The long and murderous civil war in the United
States was simply a struggle against landlords. The opposition to every kind of progress
proceeds from the landlords; if it depended on them, freedom of movement and
settlement and universal suffrage would long since have been sacrificed for the benefit of
rent on land. Schools, universities and the Church were from the outset subordinated to
the landowners' interests.

With nationalisation of the land all these troubles instantaneously disappear. Agrarian
politics will melt like snow in the sun of liberation of the soil. With the abolition of private
property in land every private pecuniary interest in politics vanishes into thin air. No one
will be able to fill his pockets in Parliament. And politics that are no longer inspired by
private interests, but by solicitude for the common weal, are not politics but, as we said,
applied science. The representatives of the people will go deeply into the affairs of the
State; they will be obliged to adopt methods of work which rule out passion and to
examine sober matters soberly with the help of expert knowledge and statistics.

But as well as the politics of the landlords, the politics of their opponents will also become
superfluous. Why were the Socialists, the Liberals, the Democrats delegated to the
Reichstag? Simply to protect the interests of the people against the predatory instincts of
the landlords. But defenders become superfluous when aggressors disappear. The whole



liberal party programme will be realised as a matter of course with liberation of the land.
Nobody will think of questioning or criticising this programme, or even of examining it for
everybody is at heart a liberal. What was reaction, what was the conservative party
programme? It was rent on land and nothing else.

With the nationalisation of the land even the reactionary landowners of yesterday will
think liberally and progressively. They were men like the rest of us, neither better nor
worse; they were keen on their interests, as is every normal individual. They were not a
race apart. They were united, merely by their common material interest which is,
however, a bond of great strength. With nationalisation of the land the land-owning class
will become merged in the great mass. Even the junkers of yesterday will become
democrats, for what is a junker without land? Landed property and aristocracy are one
and the same thing. You can read in the face of an aristocrat how many acres of land he
owns, and the amount of his rental.

So what function remains for party politicians? Everything will become so simple and
natural when rent on land no longer stands in the way of every innovation. "Open the
road to progress" was the slogan of liberalism, and now the road is really open.
Legislation will nowhere clash with private interests. Liquid capital will indeed continue to
exist, it will even be increased by many billions through the conversion of landed capital
into liquid capital (State securities). But liquid capital being transferable from one country
to another, is international and subject to laws quite different from those of landed
capital. Politics can render no service to liquid capital. (This proposition will be more fully
explained and substantiated when we come to study the theory of interest). Liquid capital,
moreover, being subject to the competition of foreign countries, must be on the alert for
progress in every direction, and is therefore inevitably forced into the path of liberty.

With the abolition of private property in land the political antagonism of town and
country will cease, and both will join in striving for the same aims. If, for instance,
agriculture were for any reason placed in a privileged position, workers would desert
industry for agriculture, and by competition at the public auctions of leases force up farm-
rents, until the special privilege of agriculture again disappeared, and the equilibrium
between the proceeds of labour in industry and agriculture was restored. Special
privileges attaching to industrial work would disappear in the same manner. For the land
would be at the disposal of everybody on equal terms. After nationalisation of the land
agriculture and industry can never find their interests in conflict. Agriculture and industry
will for the first time be fused into a homogeneous economic and political entity, an
overwhelming majority, with which everything, and against which nothing, can be
attained.

It would lead us too far afield to discuss in detail all the effects of land nationalisation in
the sphere of politics, but the foregoing general discussion suffices to show that with
nationalisation of the land, party politics or, indeed, politics of any kind in the present
sense of the word will disappear; for politics as we know them and rent on land are
identical. Parliament will not indeed become superfluous, but it will be called upon to
solve very different problems - problems from which the private interests of individuals
will be wholly excluded. Scientific sessions will be held, and instead of sending to
Parliament representatives who have to decide a great number of heterogeneous
questions and in the end come to assume competence in everything, we shall elect
experts for each special question. In this way each question will be settled by expert and
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scientific methods. What is demanded of a member of Parliament today ? He must
pronounce on army and navy, on school and religion, arts and sciences, medicine
(compulsory vaccination), commerce, railways, post-office, game laws, agriculture, and
what not. Our omniscient representatives must even decide matters of currency policy (for
example the introduction of the gold standard), although 99% of them have not the
faintest notion what money is, or what it ought to be. Is it fair to blame these harried
persons for not possessing expert knowledge about anything? (* The State could and
should be completely relieved of the burden of State schools, State Church, State
universities and many other such institutions which have been forced upon it by the
landlords for the purpose of diverting the attention of the people from the real subject of
contention.) These jacks-of-all-trades will vanish with the nationalisation of the land, and
the people will choose as their representatives experts whose legislative powers will be
confined to one special question. And with the settlement of this question their power
will come to an end.

Nationalisation of the land will affect social conditions no less profoundly than politics,
and here again from the moment that expropriation is decreed.

The consciousness that all men and women have now an equal right to their native soil
will inspire them with pride and be expressed in their looks. Everyone will hold up his
head and even State employees will lose their attitude of tame submission. They will all
know that they have a safe refuge in the soil, a faithful mother offering her protection to
those in adversity. For the land will be at the disposal of all, on equal terms for everyone,
rich or poor, man or woman, capable of cultivating the soil.

Here it will probably be objected that even at present there is no lack of opportunity of
renting and cultivating the soil. It must not, however, be forgotten that rent on land at
present goes into the pockets of private persons, and that consequently everyone has to
work cruelly hard to earn his living. With nationalisation of the land, rent on land will go
into the public treasury and so benefit everyone directly in the form of State services. In
this way the work necessary to earn a living will be reduced; it will suffice, to cultivate six
or seven acres instead of ten, so many an official whose health has suffered in the city air
will be able to earn his bread as a farmer. This development will of course be still more
marked when, in consequence of the money reform to be described later, capital-interest
disappears. Four acres will then suffice where to-day ten have to be cultivated.

This economic strength and economic independence will of course change the whole
relationship of man to man; manners, customs, speech and character will become freer
and nobler.

After abolition of private ownership of rent, and still more after abolition of capital-
interest, every healthy woman will be able to earn her living and that of her children in
agriculture. If three acres instead of ten suffice for this purpose, a woman's strength will
suffice where today a man's full strength is required. And would not the return of woman
to agriculture be the happiest solution of the problem of "feminism" ?

A proposal has been made to pay mothers a national rent for their services in rearing their
children, a rent equivalent to the use of the soil by primitive woman. It is proposed to pay
these mothers' rents from rent on land, in opposition to the proposal of Henry George by
which rent on land would be used for the remission of taxation.
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There is much to recommend this proposal. In the first place rent is ultimately the creation
of the mothers, since it is they who create the population which gives rise to rent. On the
principle of "suum cuique"” mothers have undoubtedly the strongest claim to rent on land.
And we are led to the same conclusion if we compare primitive woman who commands,
like a queen, all the gifts of nature about her, with the poverty-stricken women of our
proletariat. The comparison shows that with us rent on land is stolen from the mothers.
Among the primitive peoples of Asia, Africa and America there is no mother so utterly
destitute of all natural resources as the proletariat women of Europe. The primitive worn
an owns her whole surroundings. She takes wood for her fire where she finds it, and
builds herself a hut where she chooses. Her hens, geese, goats, kine, feed around the hut.
Her dog guards the cradle. One boy takes trout from the brook; in the garden the older
children sow and reap, others come back from the forest with firewood and berries; the
eldest son brings in the deer he has killed on the mountain. And in the place of all these
natural gifts we have enthroned the obese, inert, ignoble figure of the rentier. To imagine
the situation of a pregnant proletarian woman, who has nothing in all nature around her
on which she can lay her child, is to realise that if with our present economic system we
cannot do without boundaries and rents, these rents belong by right to the mothers.

According to calculations, the data for which, it is true, are at present incomplete, about
$12 a month could be distributed out of rent on land for every child below the age of
fifteen. With this support and the relief from the present interest-tribute, every woman
would be able to bring up her children in the country without being forced to depend on
the financial support of man. Economic considerations would no longer be able to crush
the spirit out of women. In sexual matters her inclinations, wishes and instincts would
decide. A woman would then be free to consider the mental, physical and race-improving
qualities, and not merely the money-bags of her mate. Women would thus recover the
right to choose their mates, the great right of natural selection, which is something vastly
more important for them than the illusory right of choosing their political representatives.

With nationalisation of the land everyone will have at his disposal the whole soil of his
country, and when nationalisation becomes universal, the soil of the whole world.
Compared to that the kings of today are beggars. Every newborn babe, legitimate or
illegitimate, will have 195,550,000 square-miles, 125,792 million acres of land at his
disposal. And everyone will have the right to move freely and settle anywhere; no one will
be bound to the soil like a plant. Those whose native air does not agree with them, who
dislike the society in which they are placed, or who for any other reason desire a change
of abode, may cancel their lease-contract and move on. In this way the German peasants
who, as in the times of serfdom, cling to the soil and have never seen further than their
church-towers, will be set in motion and made acquainted with new customs, new
methods of work, new thoughts. The different peoples will learn to know each other and
to see that no people is any better than any other people, that the social life hitherto
created by all of them is vicious and discreditable. And since men as a rule are more
ashamed of their vices among strangers than at home among friends and relations, it may
be expected that intercourse with strangers will purify and ennoble morals.

Nationalisation of the land penetrates into the depths of human nature to transmute and
remould it. A slavish spirit still exists among men since the period of serfdom (among
masters no less than among serfs) simply because private property in land, the foundation
of slavery, still exists. This slavish spirit will disappear finally with the disappearance of
landed property. Man will again stand erect just as a young fir-tree, relieved from the
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weight of snow, swings back vigorously to its natural poise. "Man is free even though
born in fetters", says Schiller. Man adapts himself to every influence, and every gain
during the process of adaptation is transmitted to the coming generations. But servility
cannot be inherited, so the disappearance of private property in land will leave no scar in
the moral tissue of the slaves.

From the economically-founded and therefore genuine, deep-rooted liberty resulting from
nationalisation of the land we are justified in expecting the fruits of civilisation that we
had formerly looked for in vain. Political peace within our frontiers will be reflected
abroad, as inner peace of the soul is reflected in the face of man. The brutal and vulgar
tone, inevitable when social relations have been perverted by rent on land, is transferred
to political life and poisons our relations with foreign countries. The never-ending conflict
of interests resulting from private ownership of land has accustomed us to see an enemy
in every neighbour and in every neighbouring nation - enemies we must prepare to
oppose by arms. For nations do not at present face one another as men and brothers, but
as landlords. If private ownership of land is abolished in two countries the only possible
cause of strife between them disappears. Instead of envious landgrabbers we shall then
be men with nothing to lose from mutual intercourse and everything to gain, namely
enrichment of our professional activity, our religion, our art, our manner of thinking, our
morality and legislation. When the land is nationalised, no private individual will derive
any profit from higher rents, and if such is the case in the neighbouring countries also,
there will be no one to derive any advantage from import-duties which at present
embitter international relations, create dissension, instigate defensive measures and cause
such confusion that the nations are driven to war to preserve their status. With
nationalisation of the land, and still more with the money reform to be described later,
free trade will be a matter of course. And if free trade is allowed to expand and gather
force for a few decades, men will come to understand how intimately the welfare of the
nations is bound up with it. The whole people will then take anxious care to cultivate
friendly relations with neighbouring countries; families will begin to have ties of kinship
across the border, friendship between artists, scholars, scientists, workmen, merchants
and religious leaders will form the peoples of the world into a league of nations which
time and common interests will consolidate. Without private property in rent, there can
be no war, because there win be no customs-barriers. Nationalisation of the land means
universal free trade and universal peace.

The effect of such a land reform on war and peace has so far been only superficially
studied. This is as yet an unexplored domain which the German land reformers have never
penetrated. There is here rich material for a comprehensive work. Who will assume the
task? Gustav Simons, Ernst Frankfurth and Paulus Klipfel, who had prepared themselves
thoroughly for this labour, and were the right men to undertake it, have been carried off
by death in the midst of their activity.

In “Free-Land, the Fundamental Condition of Peace", | have traced the bare outline of this
great problem. (* "Freiland, die eherne Forderung des Friedens" (spoken at Zurich, 1917)
and Gesell's other address on peace: "Gold und Frieden?" (spoken at Bern, 1916) have
been reprinted in all subsequent German editions and in the French edition of The Natural
Economic Order.) With regard to the general law of wages it only remains to be said that
after nationalisation of the land and cancellation of the debt contracted for that purpose
all rent on land will flow into the wage fund and the total proceeds of labour will then be
equal to the total product of labour, less capital-interest.
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5. THE CASE FOR NATIONALISATION OF THE LAND

Normal man claims the whole earth as his own. He considers the whole earth, not merely
part of it, as a member, a vital organ of man. And the problem is, how every man can
attain the full use of this vital organ.

Division of the earth is out of the question since by division every man gets a part only,
whereas he needs the whole. We cannot satisfy the claims of the members of a hungry
family to the soup by smashing the soup-tureen and tossing a fragment to each.
Moreover at every birth and burial the partition would have to be made afresh, quite
apart from the fact that the shares for distribution all differ in situation, quality, climate,
etc., so that everyone must choose for himself. One man would like to have his share on a
sunny mountain height; another makes for the neighbourhood of a pub. Partition, at
present usually by inheritance, takes no account of such wishes, so the beer-drinker must
descend daily from his mountain height to quench his thirst, while the other longs for the
sunny heights, and languishes mentally and physically in the air of the valley.

No one is satisfied by partition which chains men to their birthplace, especially if, as is
usually the case, an exchange of shares is hampered by transfer taxes. Many a man would
like to move off for his health's sake; many another has incurred the enmity of his
neighbourhood and had better shift his quarters. But their landed property holds them
fast.

The transfer tax in many parts of Germany amounts to 1 - 2 - 3%, and in Alsace to as
much as 5%. If we consider that landed property is in most cases mortgaged up to three-
quarters of its value, we can understand the seriousness of this obstacle; the transfer tax
claims one-fifth of the sum received by the seller, one-fifth of the buyer's capital. So if a
man changes his abode five times - which is not too often for his proper development -
his whole fortune is absorbed in taxes. And the unearned increment tax advocated by the
land reformers, which is collected only on transfer, makes matters still worse.

Young farmers thrive in the north; but when a man gets on in years and his blood
circulates less vigorously, a temperate climate is often preferable, while old people feel
happiest in the south. How are we to meet all these and a thousand other wishes by
means of partition? A man cannot carry his land about like his luggage. Is he to sell his
share to buy another? Ask those who, without being able to keep a constant lookout on
the market, have been forced by circumstances to sell their property repeatedly. They fare
like the peasant who took a cow to market and after a series of exchanges brought home
a canary bird. The owner of land is forced to wait for a chance of selling and a chance of
buying, but when he is waiting time flies, and in the end he often prefers to renounce the
advantages which he might have obtained from a change of abode. Many farmers would
like to move to the neighbourhood of the city to enable their gifted children to attend the
schools; many others would like to escape from the neighbourhood of the town to bring
up their children amidst virgin nature. Many a good Catholic, forced by an inheritance to
settle among Protestants, longs to get back to a Catholic neighbourhood. Landed
property cuts off all these satisfactions, and converts all men into chained cattle, serfs,
slaves of the soil.



On the other hand, many a farmer whose only desire is to cultivate to his dying day the
field his forefathers have ploughed from time immemorial is evicted by a creditor or a
usurer, or by the tax-gatherer. The laws of property drive him out of his property.

Or again, a farmer inherits a share of his father's land but to work it is forced to mortgage
his "property" up to 90 % of its value to pay the shares of his brothers and sisters, and is
crushed by the burden of the mortgage. A slight rise of wages, a slight decline in rent
(which may be brought about simply by a reduction of shipping rates) suffices to make it
impossible for him to pay the interest on his mortgage, and brings the whole farm under
the hammer. The so-called "agricultural distress" which afflicted German landowners was
a consequence of the debts inevitably contracted by the heir to land, and is an inseparable
concomitant of private ownership of land. The "happy heir" of landed property drudges
and calculates, seeks relief through pot-house politics, but his property gradually drags
him down.

Still more disastrous are the consequences when the, earth is divided up in the form of
collective or communal property, as advocated by the co-operative movement. The sale of
a share is then impossible, so if a man leaves the community he loses his share. The
transfer tax is here replaced by a removal tax of 100%. There are parishes that not only
levy no taxes but actually distribute ready money. Not to forego this income many stay in
the parish although climatic, political, religious or social conditions, or the beer or wages
do not satisfy them. Nowhere is there more litigation, quarrelling, manslaughter, nowhere
more wasted lives, than in these wealthy communes. Wages must also be lower in such
communes than elsewhere, since liberty to choose a profession according to one's
personal inclination, so necessary for success in any calling, is greatly restricted by lack of
freedom of movement. Everyone is thrown back upon local industries, and a man who
might have made his fortune as an astronomer or a dancing master keeps body and soul
together as a woodman - simply because he cannot make up his mind to forego his share
of the common property.

The same disadvantages, magnified and more dangerous, result from the division of the
earth between the different nations. No one nation is or can be satisfied with the share
allotted to it, since every nation, just as every individual, needs for its proper development
the whole earth. And if the share is insufficient, what is more natural than the desire for
conquest? But conquest requires military power, and history teaches us that military
power decreases with the growth of the territory over which it is distributed; so there is
not the slightest possibility of uniting all nations by conquest. Conquest, therefore, is
usually limited to certain shreds and patches of the earth which change from hand to
hand. For what one nation gains by conquest another nation is bound to lose; and as this
other nation has the same desire for expansion, it prepares for reconquest and awaits a
chance of falling on its neighbour.

In this way almost every nation has attempted to obtain possession of the globe by
conquest, and always with the same negative result. The sword, like any other tool,
becomes blunted with use. And what sacrifices are called for in these futile attempts
Blood and sweat in streams; piled-up corpses; vast treasures squandered - and all in vain!
Today the political map of the world looks as patched and ragged as a tinker's coat. New
barriers are daily erected, and each nation guards more jealously than ever the beggar's
mess it has inherited.
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Is there any reasonable hope that some day a conqueror will arise who will unite us? Let
us not indulge in such pernicious fancies. Partition leads to war, and war results in
patchwork. But man needs the whole earth, and not merely a patchwork of hostile
nations. As long as this fundamental need of every individual and every people remains
unsatisfied, there will be war; man against man, people against people, continent against
continent. And it should be noted that wars arising from such causes must necessarily
have an effect contrary to that intended by the belligerents; for war produces separation
not union, diminution not enlargement, chasms not bridges.

It is true that there are people who feel at home in a smoky taproom, and uncomfortable
on a mountain top. Prussians of the old school, for example, shrank from affiliation with
the German Empire, frightened by the new splendour. For the partition of the earth has
produced a poor-spirited race.

Away then with this foolish puppet-show of armaments, frontiers, tariff-barriers and
registers of landed property! Mankind requires something better than broken fragments
of the globe. Suum cuique that is, to each the whole.

But how can this ideal be realised without communism, without affiliating all nations into
one great World-State, without abolishing the national independence of the separate
peoples?

Our answer is: By the Free-Land reform.

With the introduction of Free-Land all the land situated within the national boundaries is
made accessible to each inhabitant of the country and is proclaimed his property. Does
not this proceeding grant everyone the kind of land he longs for, and consequently satisfy
every desire, indeed every caprice? In this way the impedimenta of removal are reduced
by the whole weight of the landed property and freedom of movement and settlement
becomes an economic as well as a legal reality.

Let us go into the matter more closely. A peasant is working a large farm with his sons on
the north German plain. But the sons do not care for farming and go to the city to take
up some trade. The farm becomes too large for the peasant whose strength is decreasing
through age and failing health. He would prefer to take a smaller farm and at the same
time realise the dream of his youth: to live in the mountains. He would also like to settle
somewhere in the vicinity of Frankfort, because his sons are established there. Such a
change would at present be difficult, for a peasant almost impossible to carry out.

With Free-Land the case is different. The peasant has no landed property, so he is free to
move, like a bird of passage. He has not even to wait for the expiration of his lease, since
he may cancel the contract any day by paying a fine. So he sends for the illustrated list,
regularly issued by each province, of the farms to let, and marks the farms which seem
most likely to suit his requirements. There will be no lack of choice. If the average
duration of a lease is assumed to be 20 years, one farm out of every twenty would
become vacant every year, that is, some 150,000 farms of an average area of 25 acres:
large farms and small farms, to suit all requirements in the mountains, on the plain, on the
Rhine, on the Elbe, on the Vistula, in Catholic and in Protestant localities, in Conservative,
Liberal, Socialist constituencies, in marshy land, in sandy land, on the sea-coast, for cattle-
breeding, for beet-root growing, in the forest, in foggy regions, on clear streams, in the
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smoky "Black Country", in the neighbourhood of the city, the brewery, the garrison, the
bishop, the schools, in French or Polish speaking territory, for consumptives, for weak
hearts, for strong men and for weak ones, for old and young - in short, 150,000 different
farms annually to pick and choose from, waiting for him to come and try his luck. Cannot
every man then say that he owns the whole of his country? In any case he cannot possess
more than one piece of land at a time, for to possess something means to sit on it. Even if
he were alone on the earth, he would have to decide for one piece of land.

He must, indeed, pay a farm-rent, but in so doing he is merely giving back the rent of the
land which is not the product of the soil, but of society (the word means what is given
back). And man has a claim on the earth, but not on men. If, therefore, he restores to
society, as rent for his farm, the rent that he collects from society in the prices of his farm
products, he simply acts as an accountant or tax gatherer; his right to the soil remains
intact. He gives back to society what it has paid him in advance in the price of the
products of the soil, over and above his labour. But since the farmer himself is a member
of society, he, also, receives his share of the farm rent. So in reality he pays no rent at all;
he merely hands over the rent collected by him, in order that his account with society may
be settled more accurately.

Free-Land realises completely the right of every individual to the whole land of his
country. But the whole land of his country is not enough to satisfy a man conscious of his
own worth. He demands the whole world as his property, as an integral part of his
personality.

This difficulty, also, is overcome by Free-Land. For let us suppose that Free-Land is
extended to all countries; a supposition by no means unreasonable when we consider
how easily national institutions cross frontiers and are adopted by the whole world.
Suppose, then, that Free-Land is universally adopted by international agreement, and that
immigrants are given equal rights with citizens, as they are at present with regard to most
laws. In that case has not every individual realised his right to possess the whole globe?
The whole world from now on forms his absolute property wherein he may settle
wherever he pleases (just as he can today, if he has money), and without expense, since
the rent paid for the farm is, as we have seen, not a levy on the soil, but a return for the
rent which he levies on society in the prices of his products. and which is given back to
him in the services of the State.

Free-Land, then, puts every man in possession of the whole world which henceforward
belongs to him and is, like his head, his absolute property. The world which he inhabits
will have grown part of him and cannot be taken from him because of a dishonoured bill,
a mortgage, or a security for a bankrupt friend. He can do as he pleases: drink, gamble,
speculate, but his property is safe. The amount of his landed property is the same whether
he has to share his heritage with twelve brothers and sisters, or whether he is an only
child. Quite independently of his character and actions, the earth remains his property. If
he does not deliver to society the rent collected in the prices of his field products, he will
be placed under guardianship, but none the less the earth remains his property.

Through nationalisation of the land every child is born a landowner and more, for every
child, legitimate or illegitimate, holds the globe in his hand, like the Christ-Child at Prague.
No matter what the colour of a man's skin, black, brown, white or yellow, the undivided
earth belongs to him.
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Dust thou art and to dust returnest. It seems little, but beware of under-estimating the
economic significance of this dust. For this dust is a part of the earth which belongs to the
landowners. In order to come into being and to grow you need parts of the earth; even a
small deficiency of iron in your blood will undermine your health. Without the earth and,
if it belongs to the landowners, without their permission, no one is permitted to be born.
This is no exaggeration. The analysis of your ashes shows a certain percentage of earthy
matter which no one can draw out of the air. This earthy matter was at one time in the
earth and it has either been bought from a landowner or stolen; there is no other
possibility.

In Bavaria permission to marry was made dependent on a certain income. Permission to
be born is denied by law to an those who cannot pay for the dust needed to construct a
frame of bone. But neither is anybody allowed to die without permission of the
landowners. For to dust thou shall return, and this dust takes up space upon the earth
which the landowner may be unwilling to grant. If a man dies somewhere without
permission of the landowner he robs the landowner, so those who are unable to pay for
their burial-place go straight to hell. Hence the Spanish saying: He has no place whereon
to drop down dead. And the Bible: The Son of Man has not where to lay His head.

But between the cradle and the coffin lies the whole of life, and life, we know, is a
process of combustion. The body is a furnace in which a constant heat must be
maintained, if the spark of life is not to be extinguished. This warmth we maintain
inwardly by nutrition, outwardly by clothes and shelter. Food and clothing and building
material are, however, products of the earth, and what happens if the owners of the
earth refuse us these materials?

Without permission of the owners of the earth, then, nobody may eat, or be clothed, or
live at all.

This, also, is no exaggeration. The Americans deny the Chinese the right of immigration;
the Australians keep all men whose skin is not pure white away from their coasts. Even
shipwrecked Malayans seeking shelter on the Australian coast have been pitilessly turned
away (*Land Values 1905 p. 138.) And how do our own police deal with those who do
not possess the means to buy the products of the earth? You have got nothing, yet you
live, therefore you steal. The warmth of your body, a fire maintained with the products of
the soil, is evidence of your misdeeds and reason enough for locking you up! That is why
travelling journeymen always carry a sum of money which they never touch.

We frequently hear the phrase: Man has a natural right to the earth. But that is absurd,
for it would be just as correct to say that man has a right to his limbs. If we talk of rights
in this connection we must also say that a pine-tree has the right to sink its roots in the
earth. Can man spend his life in a balloon? The earth belongs to, and is an organic part of
man. We cannot conceive man without the earth any more than without a head or a
stomach. The earth is just as much a part, an organ, of man as his head. Where do the
digestive organs of man begin and end? They have no beginning and no end, but form a
closed system without beginning or end. The substances which man requires to maintain
life are indigestible in their raw state and must go through a preparatory digestive
process. And this preparatory work is not done by the mouth, but by the plant. It is the
plant which collects and transmutes the substances so that they may become nutriment in
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their further progress through the digestive canal. Plants and the space they occupy are
just as much a part of man as his mouth, his teeth or his stomach.

But man, unlike the plant, cannot remain satisfied with part of the earth; he needs the
whole; every individual needs the whole undivided earth. Nations living in valleys or
islands, or shut off by tariff-barriers, languish and become extinct. Trading nations, on the
other hand, that spice their blood with all the products of the earth, remain vigorous and
populate the world. The bodily and spiritual needs of men put out roots in every square
foot of the earth's surface, embracing the globe as with the arms of an octopus. Man
needs the fruits of the tropics, of the temperate zones and of the north; and for his health
he needs the air of the mountains, the sea and desert. To stimulate his mind and enrich
his experience he needs intercourse with all the nations of the earth. He even needs the
gods of other nations as objects with which to compare his own religion. The whole
globe in splendid flight around the sun is a part, an organ, of every individual man.

How, then, can we suffer individual men to confiscate for themselves parts of the earth as
their exclusive property, to erect barriers and with the help of watchdogs and trained
slaves to keep us away from parts of the earth, from parts of ourselves — to tear, as it
were, whole limbs from our bodies ? Is not such a proceeding equivalent to self-
mutilation?

The reader may be unable to accept this comparison on the ground that amputation of a
piece of land causes no loss of blood. But would that it caused no more than ordinary loss
of blood! An ordinary wound heals. You lose an ear or a hand; the flow of blood is
staunched and the wound closes. But the wound left in our body by the amputation of a
piece of land festers for ever, and never closes. At every term for the payment of rent, on
every Quarter Day, the wound opens and the golden blood gushes out. Man is bled white
and goes staggering forward. The amputation of a piece of land from our body is the
bloodiest of all operations; it leaves a gaping. festering wound which cannot heal unless
the stolen limb is grafted on again.

But how? Is not the earth already torn into fragments, cut up and parcelled out? And have
not title-deeds been drafted that record this parcelling and must be respected?

But this is nonsense. For who was it that drew up and signed these title-deeds? | myself
have never consented to the partition of the earth, to the amputation of my limbs. And
what others have done without my consent cannot bind me. For me these documents are
scraps of paper. | have never consented to the amputation that makes me a cripple.
Therefore | demand back my stolen property and declare war on whoever withholds part
of the earth from me.

"But there, on these faded parchments, stands the signature of your ancestors!" It is true
that my name occurs there, but whether the signature was forged or genuine, who
knows? And even if the signature on the parchment is genuine, | can read between the
lines that it was extorted by force, since no one will sacrifice his limbs unless in immediate
danger of his life. Only a trapped fox bites off its own leg. Again, is anybody in duty
bound to recognise the debts of his forbears? Are children to be held responsible for the
sins of their forefathers? Are parents to be allowed to mutilate their children? May a
father sell his daughter?
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One suspects that our ancestors tippled away the earth, like the old Germans who, in
their cups, staked their wives and children. For only drunken fools sell themselves or their
limbs; only drunken fools could have voluntarily signed the documents that gave away the
land. If an inhabitant of Mars came among us for the purpose of buying land here to take
with him, is conceivable that he would be allowed to carry off parts of the earth, great or
small? Yet it makes no difference whatever to the bulk of the population whether the
riches of the earth are carried off to Mars, or whether a landowner takes possession of
them. For when the landowner has collected his rent he leaves nothing behind but waste
and desert. If our landowners were to roll up the whole of the arable surface of Germany
and carry it off to Mars — it would make no difference to the rest of the population.
During a period of famine Russian landlords living in luxury in Paris exported great
quantities of wheat from Russia, until even the Cossacks felt the pinch, and exports had to
be prohibited to maintain order.

The signatures in the land register were extorted by the dagger, or procured through
fraud or through the brandy bottle. The land register is the criminal record of Sodom and
Gomorrah and if landowners, in their turn, were to declare themselves willing to assume
responsibility for the actions of their ancestors, they would have to be clapped into prison
for fraud and extortion.

Jacob defrauded Esau of his pastures by means of a mess of pottage, when the latter
returned famished from the wolf hunt. Are we to give our moral sanction to this
transaction by keeping the descendants of Esau from the use of these pastures with the
help of the police?

We need not however go back to Esau to discover the origin of such title-deeds. "The
settlement of most countries originally took place by way of conquest, and even in
modern times the existing division of the land was often enough again changed by the
sword." (* Anton Menger: The Right to the Full Proceeds of Labour.)

And how is the occupation of a country carried out to-day, before our eyes? For a bottle
of brandy for himself and some finery for his consort, the Herero king sold the land which
he had taken from the Hottentots. Millions of acres which his people used as pasture for
their herds ! Did he know what he was doing when, bemuddled with the fumes of
alcohol, he put the treacherous cross at the foot of the document? Did he know that this
document would be kept as a precious relic in a steel safe and guarded day and night by
sentinels ? Did he know that his whole people would be nailed to that cross; that
henceforward he would have to pay a rent for each head of cattle - he, his children, his
grandchildren, today, tomorrow, for ever? He did not know this when he drew on the
document the sign of the cross, taught him by the missionaries, for how can a man be
cheated and defrauded by the sign of Christ? If he had signed the document knowingly he
would have been a traitor deserving to be hanged on the nearest tree. But he did not
know, for when practice taught him what the document meant, he took up arms to drive
away "the treacherous savages" (in the German press the unhappy natives, who were
carrying on their "war of independence" with the only weapons at their disposal, were
usually styled incendiaries, thieves, treacherous savages and so forth). Of course it availed
the Hereros nothing. They were hunted down, and the few that escaped were driven into
the desert where they will starve. (See General Trotha's proclamation).
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The land occupied in this manner was then distributed as follows, according to an official
report: (*Deutsche Volksstimme, 20 December 1904.)

Square Miles
1. German Colonial Company for South West Africa 51,300
2. German Settlement Company 7,600
3. Hanseatic Land, Mining and Commercial Company 3,800
4. Kaoko Land and Mining Company 39,900
5. Southwest Africa Company Ltd. 4,940
6. South Africa Territories Ltd. 4,560
Total 112,100

That is 70 million acres.

What have the six proprietors given for these 70 million acres of land? A brandy bottle, a
mess of pottage. This is what is being done in Africa, in Asia, in Australia.

In South America matters were still further simplified; the document with the sign of the
cross for a signature was dispensed with. General Roca, afterwards President, was sent
out with a horde of soldiers to drive the Indians off the fertile grazing grounds of the
Pampas. The majority of the Indians were shot down, the women and children were
dragged to the capital as cheap labour, and the remainder were hunted across the Rio
Negro. The land was then distributed among the soldiers, most of whom hastened to sell
their claims for brandy or trinkets.

(* "The Argentine consul general reports that recent sales of large estates in Argentina
show clearly how greatly the values of landed property have risen in that country. In the
Pampa territory Antonio Devoto bought an area of 116 leguas with 12,000 head of
homed cattle, 300,000 sheep etc. from the British South American Land Company for 61
million dollars, or about 50,000 dollars a legua of 2,500 hectares. - José Guazzone known
as the wheat king, bought 5 leguas at 200,000 dollars a legua in the district of Navaria in
the province of Buenos Aires. - The Jewish Colonisation Company bought 40 leguas,
partly in Piqué, partly in the Pampa Central, for 80.000 dollars a logua, which the seller,
Federico Leloir had bought in 1879 for 400 dollars a legua. - All this land in the Pampa
was liberated from the Indians in 1878 and sold publicly by the in 1879-80 for 400 dollars
a legua. It is specially suitable for cattle-breeding and its value has meanwhile increased
150 to 200-fold, which is a good index of the prosperity of the country". Hamburger
Fremdenblatt, Dec. 22, 1904.

To this we may add that the increase in the price of the land is in reality far greater. The
400 dollars a legua were payable in "moneda corriente”, which was only worth one
thirtieth of the present-day peso (dollar). So the increase was 30 times 200, that is, 6,000-
fold. it is said that many of the soldiers sold their shares for boxes of matches (Cajas de
fosforos.).)

This is how the sacred, inviolable rights of the present owners to what is probably the
most fertile soil in the world were acquired. The pasture of millions of sheep, horses,
cattle, the land for a great nation which is coming into existence, is today the private
property of a handful of men who obtained it for a few quarts of brandy.
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In North America territories quite recently settled were largely uninhabited. Everyone
could take as much as he pleased. Every adult, man or woman had a claim to 160 acres of
land, so that families with six grown-up children were able to claim 1000 acres. Anyone
who agreed to plant a few trees was allowed to claim double the amount, 320 acres.
After six years the occupiers were given title-deeds, and the land was then saleable.
Through the purchase of such homesteads for trifling sums (much could not be asked for
something that could be claimed elsewhere for nothing) latifundia of many thousands of
acres were formed. Price: A quart of brandy, a dishonoured bill, a mess of pottage. In
California two Luxembourg farmers, Muller and Lux, today own an estate so large that
Prussia could easily be fitted into it. Price: A quart of brandy, a mess of pottage.

The Northern Pacific Railway obtained gratis from the Canadian Government permission
to construct the railway, and in addition to this privilege it received as a gift a strip of land
40 miles wide on each side of the railway. Consider what that means: 40 miles right and
left of a line 2000 miles long! Price: Nothing at all!

With the Canadian Pacific it was much the same. In a pamphlet issued by this company it
is stated that "The company took over the construction of the 1920 miles, for which it
obtained from the Government valuable privileges and liberties and, further, 25 million
dollars in money, 25 million acres of land, and 638 miles of railroad already constructed".

Let it not be imagined that the projected railway was to be considered the return for
these gifts. The above pamphlet states that the railway is to remain the property of the
company. But where, then, it will be asked, is the return for the 25 million acres of land,
the 25 million dollars, the 638 miles of railroad already constructed and the valuable
privileges ? The answer is, a mere bagatelle, namely, the risk in connection with the
interest to be paid on the capital.

Thus by a stroke of the pen 25 million acres of arable soil in one of the most fertile, most
beautiful and healthiest of countries passed into private ownership. No one even took the
trouble of looking at the land that was to be given away as a gift. Only during the
construction of the railway was the extraordinary fertility of the soil, its wealth in minerals,
and the beauty of the landscape "discovered”. And this happened not in Africa, but in
Canada, which is renowned for its excellent administration.

Such is the origin of private ownership of land at the present day in countries upon which
Europe is as dependent as upon its own fields.

Knowing therefore how private ownership of land is established today, need we
investigate how it originated yesterday? "Peor es menearlo”, says the Spaniard: The more
you move it about, the worse it becomes. Are we to inquire of the Church in what colours
hell was painted when the dying dame bequeathed her landed the property to the
church? Are we to inquire of the counts, the dukes, the barons by what treasonable
means they obtained from a weak emperor the transformation into their absolute
property of the land which they only held as wages for military service? Or how they
availed themselves of the incursions of marauding neighbours as a welcome opportunity
for extorting privileges and landed property from the emperor? "Peor es menearlo". The
more you stir it up, the more it stinks. Are we to ask the English landlords how they came
by their landed property in Ireland? Pillage, rapine, murder, high treason and legacy
hunting: these would be the answers to our queries. Anyone not s