PROMINENT Captain of Indus-
try in an address .last spring
made an appeal *“for action now”

on behalf of our capitalistic system. It
is certainly high tiwe that such an
appeal were made in view of the
steady drift throughout the worid to-
ward various forms of collectivism,
zll tending toward complete govern-
mental ownership and loss of freedom.

Breadly what our Captain of Indus-

try has to suggest in his appeal is “a -

plan of action for so improving the
effectiveness of our system that it will

vield ever-increasing opportunities for

more and more . -of .our people” He
then adds thai‘:{b{afore such a plan can
be determined, “we should take a.long,
hard look at our systemi to find out
what makes it tick, what has made it
strong, what 'its weaknesses are and
how they can be corrected.”

It is right-here, liowever, that our
Captain’s further suggestions bog
down into vagueness and superficial-
ity, and this largely because he cen-
ters his attention on questions of cash
and credit instead of on the funda-
mental gquestions of production and
distribution. Furthermore, if he really
understood these fundamental ques-

“tions, he would not take such a pes-
simistic position as he expresses in the
following: “Perhaps you will agree
with me that the complexities of the
problem are such that (1) it will take
the collective wisdom of-all of us—
government, business, labor, agricul-
ture and the educators—to help us
work our way toward -our goal and (2)
there is no meney magic, no one for-
mula or cure for the boom-bust eyele.”

Of the first of these suggestions, it
can be said that a real study, made
without prejudice or self interest by
competent persons, would be far more
valuable than the pulling and hauling
of the various interests named by our
Captain. -Also, to say that there is
no one cure for the boom-bust eycle, is
to maintain that because our Captain
knows no one cure, there can be note,
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As a matter of fact, there are cer-
tain artificial restrictions on- produe-
tion and trade existing in our.social
order that may well be sufficient to
account for the approaching failure
of Capitalism,  These restrictions are
reasonably plain to see and their re-
moval would bring us the freedom we
all hope for; but, of which what little
we have had, we are now fearing to
loge. Unless, however, these restrie-
tions are removed, it is hopeless to
expect that anything can be dene to
save our freedom. What then are
thasa artificial restrictions?’

Most conspicuous of all restrictions,
though not the most serious one, is
our system of rvalsing revenus for
public purposes by means of taxation.
Of this our Captain says quite prop-
erly that our tax system needs “a
complete reeast.” As of today it iz
based on no sound prineiples, is com-
pletely arbitrary and uiterly destruc-
tive to the industry of the couniry.
Until however an even more serious
restriction is recognized and removed,
it is not possible to see to what extent
taxation can be zbated.

This even more sericus regtrietion
of production iz to be found in a rath-
er generally overiecked feature of cuy
system of land fenure. The principsi
feature of that system,
namely the feature of private cwner-
ship of our naturzl rescurces and the
sites upon which we have owur homes
and do our business is not necessarily

restrictive. Private ownership of land

has the merit of siving security from
interference in iz use to those who
hold titles to land, and it acts, there-
fore, as an Incentive to the proper use
of their holdings. On the other hand,
it should be recognizéd that the pri-
vate ownership of land, carrying with
it a guarantee of non-interfarence
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however,

from others backed by the full power
of the state, is a privilege for which
the owner should make adequate pay-
ment into the publie tressury. For, if
this is not done, then the privilege be-
comes & monopely by means of whick
those without land can be exploited
and actuslly deprived of their rights to
life, liberty ard the pursuit of happi-
ness as guaranteed by the Declaration
of Independence.

The remedy is, of course, simple,
namely that he who holds title to land
should be required to pay in full for
the privilege he is granted. Tt is in
thig respect, however, that cur system
of land tenure is faulty. Adequate
compensation for the privilege of
holding title i land ig very far from
being required, with the two-fold re-
sult that valoable natural resources
and valuable sites for hoime or busi-
ness purposes can be and arve with-
heid from use, nnd our governments
arc deprived of & vast revenue the
loss of which can only be made up
by mesns of the destructive taxes
which today are levied on industry
and enterprize, And this withholding
of valuable land from use, for specula-
tive or other purposes, together with
destructive taxes are vestrictions on
production of so serious a nature that
it is hard to see how the capitalistic
system ezn possibiy be a success while
these restrictions remain,

Té make Capitalism suecessful it is
nocesgary to do away with these
artificial restrictions. To accomplish
thiz we should require of every holder
of a iitle to a loecation on the land,
that he pay into the public treasury
the full valueé of his privilepe, namely,
the annual rental value «f his loca-
tion which he secnres or ean secure
from a tenant. On the other hand we
should free every title holder from
taxes on the development or utiliza-
tion of his property. Thus we should
curb speculation in the value of land
titles and, at the same time, free
entérprise and industry from the dead

23




band of taxaiion, At presemt svery
atterapt o wutilize a loecation on the
land for bhusiness or residential pur-
poses is penalized by taxsiion, while
the withholding of valuable land from
uge is definitely encouraged.

These simple facts are today largpe-
Yy shseured by cur unfortunste habit
of Jumping together under the term
“real estate’” two things which are as
different as chalk from cheese, name-
&y, land and buildings; and then under-
taking {o tax them both as “real
estate” ai the same rate, without any
regard to the widely different effeet
of the tax on the separate paris. While
taxes on buildings, and in faet sall

taxes, are definitely & discouragement

to productive effort, the so-called “tax
on land value” is nof rezlly a tax at
“all but is instead a partial payment
for the privilege of ownership, and as
stch has ne injuriouns .effect on enfer-
prise and industry but on the contrary
has the effeet of checking the “hémrd-
ing®” of land for speculative purpeses,
thus helping industry. to sseure the lo-
eations on the land most suitable for
its purposes. )

- It ey be objected at this peint that
the coliection of the full rental walue
of land for publie purpsses would not
provide adegnabe revenue to supply

the needs of our several povernments,
ivenl, siate and federal. Bub even H
thiz ware granted to be troe, the pro-
posed eollsction would go & long way
toward solving the financial problems
of our cities and towns. This has been
proved from statistieal dats in a mm-
her of cases but these cases cannot be
eongidered here for lack of spaee®
We can consider, however, and we
should consider move fully the mean-
ing of the phrase, *the renial value
of land,” snd what is the nature of
the thing itself. Teo the economists
this phrase iz eguivalent to the single
word “rent.” To the real estate men
it ig “ground rent” and for the pur-
poses of the vemainder of this article
it will be desighated as “location

. rvent,” as the more deseriptive ferm.

Let ug then consider location rent, its
definition, wiy it exists and for what
it is paid, in.order that we may ap-
preciate more fully the reasons why it
ought to be collected into the public
treasury. .

“Location rent” may be defined as
the maximumln annual rental value
which ¢an be obtained for the use of
a location on the land, and the amount
of the location rent depends upon the
special advaniages cbiainable on the
lecation in guestion,

Courtesy Chicago Sun

“The formula for & successful business is
establish your eredit and owe everybody,”

I is next of Importance (o congider
what these sdvantages may be and by
whom they are provided, It may be

~zaid that some of the advantages sre

due o geographicsl position near s
harbor, a river, or a wine; or that
they exist becsuas of agriculioral fere
tility, or the presence of minesrals or -
oil in the ground, and hence are pro-
vided by nature, However, no location .
rent covld arise hecapse of these ad-
vantages unless secority of possession
were guaranteed by the community
through its government, and it is

therefore only through government

that swch advantages can be of prae-
tieal utility., Moreover, in addition to
this community service through its
government, as the result of which
rent arises, there are a multitude of
otner-advantages which arise from the
activity of the community, either di-
recily or through government. Such,
for example, are the availability of fire
and police protection; telephone, tele-
graph, light and power serviee; snd
the presenice of churches, theatres, Ti-
braries, playgrounds, parks, etc., 21l of

_which are advantages for which rent

is paid. From this it is apparent that
Iocation rent is a socially created valve
résuliing from community ‘service and
varying in amount from location to

_loeation according to the amount of

community service that is required and
is ‘availalle, -

‘The best location for.a department -
store is .at the cemter of population
where exchanges are .active and sales
are on z grand -secale, but such a store
fieeds  muck community service for
whieh it ean ‘wéll &fford to pay. In other
words, location rent is high for the
kind of site reguired by a department
store. The farmer, on the other hand,
does not need community service to an
extent at all comparable to that of the
department store, but for what service
he requires, he is willing to pay a
lower rent. -

From. the above it follows that loca-
tion rent, being =a socially eréated
value; it is only just and expedient
that it should be collected into the
public treagury. To permit it, instead,
to pass in greater part into private
hands as we do today, is to permit a
misappropriation of public funds to
private parties, which practice if con-
tinued will leave untouched the double
curse of land speculation and taxation,

No! To rectify our social order we
are not confronted with any such-com-
plexities as are frightening our Cap-
tain of Industry. It is mainly a ques-
tion of ceasing to continue the unwise
practices which we now permit,

: #* A& TEE END,
“See ““The Self Supporting City” by Gilbert
Tucker published by the Schalkenbach Founda.
tion, 60 East 69th §i., New York City: and
*‘Ground. Rent, The Natura! Municipal Income,’’

obtainable from Johkn S. Codman, 222 Sammer
St., Bostin.
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A PROMINENT Captain of Indus-
try in an address -last spring
made an appeal “for action now?

on behall of our capitalistic system. It
is certainly high time that such an

appeal were made in view of the
steady drift throughcut the world to-
ward various forms of eollectivism,
all tending toward complete govern-
mental ownership and loss of freedom.

Broadly what our Captain of Indus-
try has to suggest in his appeal iz “a
plar of action for so improving the
effectiveness of our system that it will

yizeld ever-increasing opportunities for -

more and more of our people.” He
then adds that before swch a plan can
ke determined: “we shonld take a long,
hard lock at our system fo find out
what makes it tick, what has made it
strong, what its weaknesses are and
how they can be corrected.”

It iz right here, however, that our
Captzin’s further sugpestions beg
down into vagueness and superficial-
ity, and this largely because he cen-
ters his aitention on questions of eash
and credit instead of on the funda-
mental questions of production and
distribution. Furthermore, if he really
understood these fundamental ques-
tions, he would net take such a pes-

dimistic position as he expresses in the -

following: “Perhaps you. will agree
with me that the complexities of the
problem are such that (1) it will take
the collective wisdom of all of us—
government, business, labor, agricul-
ture and the educators—to help us
work cur way toward our goszl and (2)
there is nc money magic, no one for-
mula or cure for the béom-bust cyele.”

Of the first of these suggestions, it
can ‘be said that a real study, made
without prejudice or self interest by
competent persons, would be far more
valuable than the pulling and hauling
of the various interests named by our
Captain. Also, to say that there is
no one cure for the hoom-bust eyele, is
to maintain that because our Captain

knews no one cure, there can be none;
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-save our fresdom,

By JOEN S. CODMAN
Treas. and Dir., Fabreeka Products Co,
Beston, Mass.

As a mattér of fact, there are cer-
tain artificial restrictions on produe-
tion and trade -existing in our. social
order that may well be sufficient to

account for the approaching failure

of Capitalism. These restrictions are
reasonably plain to see and their re-
moval would bring us the freedom we
all hope for; but, of which what littie
we have had, we are now fearing to
lose. Unless, however, these resfrie-
tions are removed, it iz hopeless fo
expect that anything dan be done to
What then are
these artificial restrictions?

Most conspicuous of all resirietions,
though not the most serious sne, is
our system of raizing revenue for
public purposes by means of taxation.
Of this our Captain says quite prop-
erly that our tax system needs “z
complete recast.” As of foday it is
based on ne seund principles, is com-
pletely arbitrary and utteriy destroo-
tive fo the industry of the country.
Until however an even more serious
restriction iz recognized &nd removed,
it is not possible to see to what extent
taxation can be abated.

This even more serious restriction
of production is to be found in a rath-
er generally overlooked feature -of our
system of land tenure. The princips!
feature of thzi sysitem, however,
namely the feature of private owner-
ship of our natural vesources and the
sites upon which we hzave our homes
and do our business iz not necessarily
restrictive. Private swnership of land
has the merit of giving security from
interference in iis use to those who
hold titles to land, and it acts, there-
fore, as an incentive to the proper use
of their holdings. On the other hand,

: it should be recognized that the pri- _
.vate ownership of land, carrying with i

it a guarantee of non-interfarencef

5‘- from others backed by the full powers;
of the stais, is a privilege for which?

the owrer should make adequate pay-
ment into the public treasury. For, if
this iz not done, then the privilege be-
comeas a monopoly by means of which
these without land can be exploited
and actually deprived of their rights to
life, liberty and the pursuit of happi-
ness as gpusranteed by the Declaration
of Independence,

The remedy is, of courge, simple,
namely that he who holds title te land
should be reguired to pay in fuil for
the privilege he is granted. Tt is in

. this respect, however, that our system

of land tenunre is faulty. Adequate
compensation for the privilege of
holding title fo land iz very far frem
being reguirved, with the two-fold re-
suli that wvaivable natural resources
and valuable sites for home or busi-
ness purposes ean be and are with-
heid from use, and cur governments
are deprived of a2 vast revenue the
loss of which can eonly bhe made up
by means of the destructive taxes
which ioday are levied on industry
and enterprise. And this withholding
of valushle land from use, for specula-
tive or other purposes, together with
destructive taxes are resirietions on
production of so serious & nature that
it iz hard to see how the capitalistic
sygtem can possibiy be a success while
theze restvictions remain.

Ts make Capitalisyw suecessful it is
necessary 1o do away with these
artificia!l restrictions. To accomplish
{his we should require of every holder
of & title to a location on the land,
that he pay into the public treasury
the full value of his privilege, namely,
the annual rental valoe of his loca-
tion which he securss or can secure
from a tenant. On the other hand we
should free every title holder from
taxes on the development or utiliza-
tion of his property. Thus we should
curb speculation in the value of land
titles and, at the same time, free
enterprise and industry from the dead
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hand of taxation. AL prezent every
atiempd te wiilize a location on the
land for business or residential pur-
poses is penalized by faxation, while
the withholding of valuable land from
use iz definifely encouraged.

These simple facts are today large-
iv ohseared by our unforiunate habit
of lumping together under ithe term
“poal estate” two things which are as
different as chalk from cheess, name.-
By, tand and buildings: and then under-
taking to tax them bhoth as ‘“real
estate” at the same rate, without any
regard to the widely different effect
of the tax on the separate parts. While
taxes on buildings, and in fact sll
taxes, are definitely a discouragement
to productive effort, the so-called “tax
or; fand value” ig not realiy. a tax at
~all but iz instead a partial payment
for the privilege of ownership, and as
such has no injuricus.effect on enter.
prise and industry but on the contrary
has the effect of checking the “hoard-
ing” of land for speculative purposes,
thus helping industry to zecure the io-
cations on the land most suitable for
its purposes,

- It may be objected st thiz peint that
the collection of the fuli rental value
of land for public purposes would not
provide adequate revenue io supply

ihe needs of our several governments,
ioeal, siste and fedoral. But sven if
this were granted to be true, the pro-
posed eollection would go a long way
toward solving the financial problems
of our cities and towns. This bas been
proved from statistics] data in 8 num-
ber of cases bui these cases cannol be
considered here For lack of space™
We can eonsider, however, and we
should consider more fully the mean-
ing of the phrase, “the rental value
of land,” and what is the nature of
the ifhing itself. To the econcinisis
this phrase is eqiivalent to the single
word “rent.” To the real estate men
it is “ground rent” and for the pur-
poses of the remainder of this articie
it will be designated as “location
rent,” as the more deseriptive term.
Let us then consider location rent, its
definition, why it exists and for what
it is paid, in order that we may ap-
preciate more fully the reasons why it
ought to be collected into the public
treazury. )

“Location rent” may be defined as
the maximum annual rental value
which can be obtained for the use of
a location on the land, and the amount
of the location rent depends upon the
specia! advantages obtainakie on the
locaticn in question.

Courtesy Chieago San

“The formula for a successful business is
 establish your credit and owe everybody.”

B is next of importance to consider
what these sdvantages msy be and by
whotn they are provided. It may be
said that some of the advanispes are
due 1o geographicsl poszition near a
harbor, a river, or a wmine; or that
they exist because of agricultoral fer-
tilify, ov the presence of minerals or
oil in the ground, and hence are pro-
vided by nature. However, no lbeation
rent could arize because of these ad-
vantages unlegs seenrity of possession
were guaranteed by the community
through ifs government, snd it is
therefore only through government
that such advaniages can be of prae-
tical utility. Moreover, in addition to
thiz community serviee through its
government, a8 the result of which
rent arises, there are a multitude of
other advaniages which arize from the
activity of the community, either di-
rectly or through government. Such,
for example, are the availability of fire
and police protection; islephone, tele-
graph, light and power serviee; and
the presence of churches, theatres, Ii-
braries, playgroonds, parks, ste., all of
which are advantages for which rent
is paid. From this it is apparent that
location rent is a socially created value
resulting from community service and
varying in amount from location teo

Joeation according to the amount of

eommunity service that is required and
is available.

The best location for a department
store is ab the center of population
where exchanges are active and sales
are on & grand scale, but sueh & store
needs much community service for
which it can well afford to pay. In other
words, iseation rent is high for ihe
kind of site required by a department
store. The farmer, on the other hand,
does net need community service to an
axtent at all comparable o that of the
department store, bui for what service
he requires, he iz willing to pay =
lower rent.

From the above it follows that loca-
tion rent, being a socizlly créated
value, it is only just and expedient
that it should be collected into the
public treasury. To permit it, instead,
to pass in greater part info private
hands as we do todsy, is to permit a
misappropriation of public funds to
private parties, which practice if con-
tinued will leave untouched the double
curse of land speculation and taxation.

No! To reciify our socizl order we
are not confronted with any such com-
plexities as are frightening our Cap-
tain of Industry. It is mainly a ques-
tion of ceasing to continue the unwise
practices which we now permit.

Y4 THE END.
*Ses ‘“The Self Supporting City” by Gilbert
Tucker published by the Schalkenbach Founda-
tion, 50 Hast 60th 8t., New York Ciiy; and
“Ground. Rent, The Natural Municipal Income,’”

obtainable from John 8. Codman, 222 Summer
St., Boston.
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