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men who are fighting our baitles,
thot when thev come home fhey
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the war there wilt be 3ol
whe are willl ng to woark? gzna!zmmw
EEeTut ey hasg
oy i iy our social ovder,
tirnes of gpanic and bus depres-
sion b bas been lerrifically  aoote,
Wiy then does the President expect
hat it will be different after il

wider control of ingustry by gover
H).E‘”nf, 0 Wlil it mme tfm'(mgh 5 les

::‘—i’;im‘priwe gty hru [
throtughout our history and ha
minsted in the “New Deal”™? In i::,nti';er
words, will our next step be s0l fur-
ther away frorm libe or shall we
move Lo make our Hberiy mors ¥ iy
compleie?
The American pecpls
rep nialive demosrany a8 theiy
form of government, buh it i clear
i oall that the social order as at prmw
toestablished is very, | far fron
aclory., W

ich are suppested & morove

have choser:
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srpploviment, with sl the migery i
entails, i always with us in peace
time, while in war tine i is the major
threat to g sabisfzciory post-war con-
dition. They realize alzo that there is
a great mass of vnderprivileged eil-
izens, and that before the war one-
thirgd of the people were li-fed,
ili-clothed and Hl-housed, as e Pres-
ident nas poinied oul. Therefore, if
these things are, as they think, the
resulis of liberty, then in despsir of
liberty they turn to the Siate to do
the planning for the future and In its
wisdom to provide for all

UY there are those who do not
believe that liberty must be fur-
ther restricted in order that un-
ermmployment, under-privilege  and
wretched Hving conditions may ceass
to be, On the contrary, they belicve
that only & very limited liberty exists
today, or has sver existed, in the Uni-

ted Stales, So what they ask for iz

nai less Hberty, bul more, and they
venfure to suggest that the social
maladivugtments under which we live
are the direct result of our failure to
realize e essential sconcinic prereg-
uisites of liberfy.

It is safe to assume that the greatl
majority of Amevicans believe today
thal the principles of liberly enunci-
ated in the Declaration of Indepen-
dence are the principles upon which
this natisn was founded, and must
condinie 1o be aceepted if the nalion
i5 {0 endure. As stated in the Decla-
ration these principles sre as follows:

“PThat all oren ares created egual; that
they are endowed by thelr Creaftor with
certain inalienable righus: that among
th are Jife, Hberty and the pursait
of hnppiness'r

There is no need to suppose that
the authors of the Declaration were
so nalve as fo have meant by the
words “all men are created sgual”
that all men were creafed with egual
ability, nor do meosi Americans be-
lieve anyihing of the sort. To them
the Declaration is simply the state-
ment of the natural rights of every
individual fo his life. to his libeyrty
and to an egual spoortunity to enjoy
his liberty.

There are those who contend ihaf
thers 15 no such thing as 2 “naturai
¥ight.” No attempt wiil be made here
fo argue this somewhal metaphysical
guestion. Tt is sufficient to say that
if there is no such thing as a “natural
right,” then it seems unpossible fo
imagine any basis for a social order
fhat can be either just or workable.
O July 22, 1941, Mr. SBumner Welles
(g:pressed himself as convinced:

“That 1 Tie ke

: owhich may

Without argument, then, the Welles
statement of the natural rights of the
individual is sssumed as the basiy of
what is Lo follow.

The liberty of the individusl, nec-
es3a¥ily hag one limistaiion, which is
that it shall oot exiend o nlerfer-
ence with fhie Hberties of siher fndi-
viduals, Freedom to miprder and fo
rob forms no part of individua! lib-
evly, nor does freedom to use force,
for any oiber purpose than for the
defense of liberty. Therefore every
organized group of individaals, a cily,
4 state, or a pation must restrict in
many ways the freedorm of s indi-
vidual mermhers in order o secure
irue liberty for ali ils members, Somse
sort of control of individual conduct
pecomes necessary, and for this pur-
pose, &5 sialed in the Declarstion of
Independence, “governments are in-
stibnted among men, deriving their
just powers from the consent of the
governed.”

E CAN now iturn to the con-
sideration of ihose economic
factors in the social order which are
essential to individusl liberty under
any form of government. Whafl are
these prereguisites without which we
must fail to secure the liberty which
the Declaration of Independence
promised, and whai are the economic
consequences that must follow the
{allure to insisi upon them?

In order that each individual may
enjoy the righti to life, the right io
liberty and the right to an egual op-
porfunity to enjoy his Hberty, the
following econocmic righis must be
accorded him.

1. The right of access, on egual
terms with every other individual, {o
the resources of nature and to 3 por-
tion of the surface of the earth in
arder that he may work and live,

2. The right of ownership in the
products of his labor, including the
right freely to exchange his products
for the products of other producers,
be they fellow citizens or foreigners.

As  between staies these vrights
gained substaniial recognition in the
now famous “Atlantic Charter,” the
joint declaration of the President of
the United States and the Prime Min-
ister of His Majesty’'s Government, in
these words: .

“They {their countries) will endeavor,
wiih duee respect for existing obliga-
tions, to further ihe enjoyment by all
si{ates, preat or small victor or wvan-
guishied, of access, on egual terms, Yo
the frade and fo the raw matl s of
the world which are needed for their sco-
homic prosperity”

Iz i not evenr more important to
further the enjoyment by all individ~
uals, in all countries, of access on
equal terms to the trade and io the

raw materials of thelr own countries?
How does My, Wendell Willkie snswer
thiz guestion? In his book “One
World,” page 78, he writes as follows:

TWhen we (alk of freedom and oppor-
tunity for ali nations, {he mocking para-
doxes in our own ety hecome gg clear

3 # e longer be fpnored, T we want
it talll abhout frsedom
freedom for ot
wind W st mes
inside our frontiery as well ag ounrside™

AT first sight it may seem that the
institulion of private ownership of
land is a violation of the first of the
=sseniial economic righis presented
abo¥e. @b would, however, be unwise
to jwmp to such a conelusion. T
weuld he betber first to nguire as to
whai may be the justification and the
advantages, if any, of the institution
of private ownership of land, and
then to consider how, in co-existénce
with it, the right of the individual is,
or ¢an bs, preserved.

Private ownership of land origie
nates almost undversally as a grant
from the State which confers upon
the so-called ewner the privilege of
monopolizing a specified poretion of
ihe land in the ecommunity. Ale
though in strict legal fheory the
State {(n England, the Crown) re-
maing the landiord and the owner is
snerely & tenant in fee simple, this
tenancy gives nnlimited and rent-free
control of the land in question backed
by the full power of the State. Such
being the case, two guestions arigse,
first, why should the community
grant such a privilege, and second,
what should the community expect to
receive in payment for ihe privilege,
if granted?

The soundest reason, and perhaps
the oniy reason, why the community
should grant title to land fo any in-
dividual or group, is to secure the
user of land from interfersnce by
others, or In ofther words to secure
for him the second prereguisite of
liberty, the right of the producer to
his product. Since, however, this
guaranteed freedom from interfer-
ence represents a valuable privilege,
it would seemn to be clear that the
titie holder should pay to the com-
munity what the privilege is worth
in order that the righis of others may
he profected,

Az according to the principle of law
epunciated above, every land owner
is in fact a {enant of the Stale, the
simplest method of securing this pay-
ment for the privilege of ownership
wotld be for him to pay rent to the
State for nis location. This, how-
aver, is not the practice in the United
Siates. Instead of granting title and
securing payment for the privilege
accorded, it hss been our practies

we must mean



fregn the Deginning o recogrize {iles
io land, not a8 privileges which should
be paid for, bub as properly rights
for which no payvment io the Siaie
ig required. ¥t is irge that land own-
ers are required o pay “rezl esizle’
taxes, bul ihese are not demanded
23 payment for 5 privilege. They are
simply compulsory coniributions us-
ually based on the theory of ability
to pay, with no realizetion that a
monopolistic  privilege is  involved,
Such taxes are levied on assessed val-
uziions of bulldings and improve-
menis as well as on aszsessed valus-
tions of lecations on the land, and it
may be that on well improved prop-
erty the taxes will exceed the rendal
value of the location, while on unim-
praved property the faxes will be far
less than the renial value.

Before we can appraise the effecis
on our social order of this practice of
securing government revenue from
iand owners by means of “real estals”
taxes, instead of by the coliection of
the rental value of their locations on
the land, 1t must be urnderstood just
what is meant by “the rental value of
iocation’ or more simply by the brief
term “rent.”’ Az used in the writings
of econcmists generally, the fsrm
“rent” means solely such rent as can
be obtained from a tenant for a loca-
tion on the land. Ii definiiely does
not include rfent for the use of bulid-
ings or other improvements on the
jand. So defined, rent is often called

C“ground rent.”

With this understanding of what
rent is, we have next to consider why
it is that a tenant is willing to pay
it. Obviously, for any particular lo-
cation, it must be for certain advan-
tages which the tenant expects ioc
find there. In part these advaniages
may be supplied by nature such as
agricultural fertility, faverable cii-

mate, potential water power, cosal or -

ail or other minerals in the ground,
or proximity to a harber, a river, a
forest, ete. Mone of these advaniages,
however, are of any value unless there
is a population to exploit them, and
they will not result in rent on any
Incation unless there is a competitive
demand for such advantages. It is
the presence of population, there-
fore, which gives rise to rent, and
its amotné in any particuiar case
depends almost entirely upon the
services of the ecomrpunity which
are available at such location.
Among ihese comunmunily services
are some that are ususily theedirect
services of government, such as na-
tional defense, police and fire protec-
tion, water supply and sewers, main-
tenance syned Heghting of streets, public

sehools, public Hbraries, stc. Other
comnnunity services are ususiy avail-
able from public service corporations,
sueh a8 transportation facilities, light
and power service, and teiegraph and
telephone serviee, Alsc thers are
cormnunity  services avallable which
arise from the private sctivities of the
comenunity. Among these are schools,
churches, theatres, hotels, restaurants
and much elge.

Rent iz much higher for those lo-
cations where z high character of
sommunity service is required and is
available, which usuaily is the case
where the population is the mos{
dense and the most active, For ex-
ample, & department store must have
a location which will be convenient
for a large number of people. It must
have well lighted streeis, good trans-
poriation service, traffic control, light
and power services, ete. Alse prompt
police and fAre protection must be
available. For these advaniages a
high rent per unit of ares will will-
ingly he pald. On the other hand, &
location which would be satisfactory
for farming purposes does not need
io be easily available fo many people,
nor does it reguire so much commu-
nity service, Its rent, therefore, per
undt of ares will be muech iess.

Fram the above it follows that rent
(call it ground reni, locafion rent,
public-zerviee rent or comununity-
service rent, whichever the reader
may prefer) is not due Lo the aclion
taken on &any particular location, but
is the result of the advaniages and
services avallabie at the location aris-
ing from the activities of the public
around and about such lacation, both
near and far. It is, therefore, 2 value
which can be properly ciaimed only
by the public.

Cansidering now the position of the
user of a location paving rent to a
title holder, it is plain that the com-
petition of the market will oblige him
to pay the full rental value, or in
other words he will pay in full for
comimurnity service, Instead, how-
ever, of paving the community for
the service the community renders,
the tenant makes his payment of rent
to the land owner.

It is neceszary to pause here for s
moment to point cul that the ifrue
messure of the yvalue of any location
is the reni that can be obliained from
a isnant, not the priee {or which the
iecation will sell. The latier is maindy
determined by that portion of {he
rent collectible which the title holder
can keep for himseif. If ithe commug-
pity, through its government, takes
some of the rent in the form of 3 fax
or otherwise, then the price of the

location will nol be a5 ldgh as if all
the rent were retained by the title
hodder.

In fact, the price of the logation is
approximately the amount of the rent
retainable by the title holder (his net
rentd capitalized at the current rate
of interest. ¥, for swsmple, we as-
sume that the current rate of interest
is 5% and the foll rent of a particu-
layr Jocaiion s $1 060, then fhe table
below indicates what will be the ap-
prozimate prices of the location for
different amounits of net rent.

ALSUMED
THX BET RERY PRIGE
Hone $1,060 £20,004
$ 200 ang 16,000
375 525 12,500
00 500 14 600
1,000 o ja

Now the sigoificant faci indicated
by the above fgures is that, if a lo-
cation has a selling price, such price
is approximately the price of the
privilege sccorded the title holder to
collect the sociglly created rent amd
to appropriaie some or all of it for
himself, That, in the United States,
he usually is permitted to appropri-
ate more than half of the reni, i=
explainable as follows:

If we assume & tax rate of $50 In
1,000, that is 5%, we can see from
the table zbove, which assuries ah
interest rate also of 5%, that, when
the price is $10,000, {assumed also
as the assessed valuation}) then the
$1.000 tolal rent is divided egually
between the *itle holder and the tax
collector, $500 to each, that is to each
5% of the price of $16,000. But $50
in $1,000 is an abnormally high tax
rate. Probably as an average of mu-
nicipaiities it is very considerably
iess. If, for Instance, we assume z
tax rate of $30 per $1,000, that is 3%,
we have as shown in the table above,
a price of $12,500, assumed also a5 the
assessed valuation: and s tax of 3%
of this fgure, namely $375. This
means that, out of the rent of 1,000,
the community secures only $375,
leaving to the title holder, as his net
vent, 8625 or 621 %.

T is safe to say it Is a nation-wide
Epractice te allow the title holder
to appropriate at least half of the
rent, and in most cases considerably
more than half. Whal now are the
conseqguences of ihis practice? In
particular, there are three, ail of
which are restrictive of industry and
are, therefore, a discoursgement to
employment.

The first and most obvicusly evil
conseguence is of course that our
various goveramental bodies munici-
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expected community imprevement or
aciivity, and having to pay as taxa.
tion: only & comparatively small pro-
portion of fhe curreni renial value,
the title heolder of unosed or insde-
gquately used land wil often refuse
to sell or rent 0 & would-be user
exeept 81 an abrovmally bigh prics,
and if that price is not obtainable im-
mediataly, be will continue fo hold
§ 5 loarwd wnused in the bope of secur-
7 s price at o later dade,

H%i* we have the situstion of
wirtld-be user of s location on the
land forced to pay an sbnormal rent
bo the title nolder, or o forsgo ils
e aﬁmmt’%?: Furthermaore, in boom
mally high rents will be
pam ir: Lh@ helief that the boom will
conkinue, bul zooner or iater ihe of.
fect of the abpormal rents is to cheok
produciion, and as s resuld Lo reduce
ermployment and hence purchasing
powar, This still further checks pro-
duction. Finally az thiz situstion be-
ging 1o be appavent, collapse of the
booin and parde Iollow with depreg.-
sion and widewgpread unempioyment.

At the present mgment the tremern.
dons activities and expenditures of
the federal government in the pros-
‘ﬂuhen of the war are creatine huge
mereases of location resd in many
places. especially around the wilitary
camps, the war material faciories
angd gt the seat of the federzl oy
syniment i Washington, Bet
mereases i rent, the divect result zs‘f
government activity in the war, are
not being weired into the poblic
freasury, Instead they are appropri-
ated by the lpeation awners. Or, if
that is if
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. Whet 3

the needsd

do, bow by raise
dersl ncomen.?

o
Do
ek

kdr, Godman offers 2 solution.

ieniial purposes must fest spend
large proporiion of his fnancial sre.
svuirnes on the purchase of & looge
tion, and the greater inls provortion,
the ] ig left bo spend on the build.
ing oy other morovemments
& ‘3‘“?&??2 PRESIDENT WALLAC
Wiz  address before The }*‘Wﬂ
World Agsoclation on May 8, 1843,
sald: )
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Can we, howaver, sxpect “the graat.-
et Incenbive and opportunity for in-
dividual enterprize” nder an eog-
nemic  gystern which  permits  the
Stale o conflzoate the provperty of iis
eitizens in order to make up the defi.
it resuliing iromn the practice of
wiving away Y0 private parties the
tulk of the socially orested renpt?
The first thing fer us to do i fo
change these conditions, Until we do
se. we have not vealy tried liberty
and., umil we o try i we are wast-
; naidering any {orm of
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changes, or by mesns of fariffs and
othar trade restrictions. wsless mh
collection of rent oes
found o be inadequals.
Iand belongs to the people. 10 is am
first guty of goveraomend is sollest i
Tnlezs thizs i done, desiructive taxes
continue o Be lovisd; and high
seliing prices for locations on @
3 wil cpntinge o prevall meg
sperwialion. resulting by ihe
hokling of valuable landg fm:m
,Jm"rm‘sii hi
prices. will continue o
duction, and fo such an exzxtent
imes as to beooms the z}z'imm}; CHIEN
of fnapeia] pani :

IT, however, 055 50v-

1 esliect the patural vey

1 Fre ps—%p}ek namely, the
“er-tw value of location, and this are
able to remove the handicsos o in-
dustry and ihe restrictions on trade,
what reason s there fo suppose that
there will e any Hhmit to the numbery
of dobs that will be found in private
enterprise?
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At this pﬁiﬁt the reader, who has
toliowed the argument, may wand
some practical suggsstion as o how
oy governmenis shoenld processd fo
“vallect the nsiural revenie of the

peopte” To g0 inle this administra-
five gussiion in detall wounld anduly
article,

increase the length of *‘hi*:
which has aboed {o es
323 mmp'e Gf the aﬁl!ectmn of !{)wtmn

duation or ab{}fi'ii(m {‘sf tzmes, .?.l“ug
much: may, however, be said here,
narnely, thal the firgl action o be
takern would be for the Siates of the

Urnione Lo reguire, or al legst permit,
the cities and taw*lﬂ’ Vx’fxﬁ?hiﬂ Pheir bor-

now by tawes on resl ¢
aal proverly




