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- Round Tabie report:

Because tight money hurts homebuilding first and worst, long before

it begins to affect other industries seriously, the Housing Industry
Council joined House & HoME this fall in sponsoring the first
Round Table conference on tight money held since 1956.

Tight money can do little
about land price inflation

Steepest price inflation of all has been the price inflation
in land, but nobody is doing anything to stop it and nobody
except the builders who must pay thesé inflated prices seems
to realize how great and how wasteful this land price infla-
tion has been.

The builders know all too well what_is happening, because
the price of the Iand they need has risen far faster than
the price of the materials they buy or the wages of the labor
they empleoy. The price of big city slum land has soared so
high that private enterprise cannot meet the need for low-
income or even middle-income housing without a big land-
write-down subsidy. The price of suburban Jand has soared
so high that in some projects the Jand seller geis almost as
many dollars for his acreage as all the manufacturers get
for all the building products used in the houses. And Frank
Cortright has warned that before long there may be no
profit left in homebuilding after the land speculators have
taken their profit out first.

One reason why rural land prices have been climbing
8% a year in the face of falling farm prices is that Federal
farm subsidies are being transiated into higher prices for
farm land. This land price inflation tends to nullify the
hope that farm relief payments could speed and ease the
abandonment of marginal farms, and it helps to raise capital
costs so high that some authorities say it now fakes a
$20,000 investment to create one new job on a good farm.

Another reason why land prices are soaring is that the
expanding highway programs are skyrocketing land prices
along the right of way and enriching the owners of that land
with a windfall that may be bigger than the fotal cost of
the highway. (No. I reason the Federal highway program
is costing so much more than anticipated is that. unlike
many other countries—for example, Holland—the US has
no Iland policy designed to keep land prices stable.)

But the principal reasons for land price inflation have been:

1. We are concentrating an unprecedented population
explosion on a very small area. In the past decade we have
added 30 million more people to the population of our
162 metropolitan areas; ie, we have crowded more people
than the total 1950 population of California, Washington,
Oregon, Arizona, New Mexico, Nevada, Utah, Idato, Mon-
tana, Wyoming, Celorado, North Dakota. South Dakota,
Nebraska, Kansas, Oklahoma and Minnes fa into an al-
ready-heavily-populated area the size of Connecticut,

2. We have no land policy desipned to bring the land
needed for this population growth into the market when it
is needed. On the contrary, we make it easy for land
speculators to hold their land off the market in anticipation
of still higher prices later. The result has been a largely
artificiai and fictitious shortage of land for housing de-
velopments, an artificial shortage that is blighting thousands
of acres with the familiar checkerboard pattern of de-
velopment; an artificial shortage that is forcing homebuyers
to seek cheap land further and further out when plenty
of land is still undevzloped closer in; an artificial shortage
that often doubles development and community facility
costs by scattering.new housing over eight times as big an
area as a more orderly expansion would require, putting 300
families on a square mile that could better be used to
house 2000; an artificial shortage that has pushed prices
far above today’s values; an artificial shortage that is almost
sure to end in a bust just like the bust in Iand prices that
has followed every past inflation in land.

The only way land price infiation can be prevented is to
tax land much more heavily, shifting a substantial part of
the local tax burden now carried by improvements to the
land itself. Taxes are the only important costs a Jand
speculator must pay, so taxes are the only brake on the
price of land, which reflects the capitalized margin between
the rent the land can be expected to earn and the tax burden
it can expect to carry. The bigger the land tax the smaller
this margin will be and the less chance of big profits in
land specuiation. (In much of Australia and New Zealand
improvements are not taxed at all; almost the whole cost
of the local government is paid by faxes on land alone.)

Incidentally, taxing land more heavily would take the
bootleg profit out of slums and force many shimlords fo
improve their property to get enough added income to pay
their added taxes. It would deflate the bootleg value of
slum property and make Federal subsidies for urban renewal
land-write-downs unnecessary. It would cut the cost of
highway extension by cutting the land costs for the right
of way. It wounld make the unearned increment in suburban
land values pay the cost of schools and other community
facilities needed to convert raw land into housing. 1t would
Tet homebuilders offer better homes for less money hy
spending for quality the money they now waste on land
inflation. Tt would reduce taxes on good homes by increasing
the taxes on vacant and under-used land.
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