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June 12, 1985

by Joel M. Eichen

Just when you thought it was safe! Just when
the Welcomat's resident socialist, Bob Sanders,
has ensconced himself among New York City's
literati, that's when it began all over again. But
this time with & different twist!

Item One: The Widener Building was recently -

sold for $24 million. A scant two years ago, it
changed hands for $12 million. o

Item Twe: Bill Rouse has broken ground for
Liberty Place, a repuied $600 million develop-
ment project. He anted up an estimated $1,000
per square fool for 35.000 square feel of land
which three years befgre hed sold for $300 per
square fool.

You know the joke: A wealthy businessman
became afflicted with sléeping sickness. When
he awoke 20 years later, he immediately called
his broker. : :

“How's AT&T doing?" "

“Three thousand,” his broker replied.

“How's Xerox?"

**Six thousand™” _

__ “That’s greal, that's great. How's ... " Just
then, the operator broke into the conversation.

“I'm sorry sir, but your three minutes is up.
Please deposit $500 if you wish to continue.”

Now, the problem is that most of us, if given
the choice, definitely wish to continue. But we
don’'t bave the $500. The joke above is a direct
result of the first two items. More specifically.
we. are plagued, piqued and pilloried by poor
land management—not in Nicaragua, not in
Novosibersk, but right here in Philadelphia. Our
wealth and vigor is being dissipaied not by the
‘Russians, but by our own fellow citizens, aided
and abetted by members of our own locat
iegislatures. . ) -

First, 8 disclaimer. We must certainly indem-
nily costs of government. Fire, police, sanitation,

. cultum{ aclivities and a strong national defense
--are all imperatives in our society’ From our vast

wealth we can also see fit to take care of those
unable to care for themselves as well as those
who desire and need psychelogical services,

entertainment outlets, and all other needs which
ameliorate the quality of life itself.

Second, those farsighted individuals who can
organize those forces which construct and build

" society must, perforce, be paid handsomely to en-

courage those activities which are necessary in
our society. The construction of Liberty Place is
8 mammoth undertaking, and the captains of in-
dustry have a great responsibility to bring their
ships into port. But how does one justify the
$700 profit per square fool which the
previous owners of that land elready pailed
down before the first spadeful of dirt had
been shoveled? '

Fhird, the Widener building is, basically,
the Widener Building. How else can the new
owner justify the $12 million increase other
than passing along increased rents to each
of his tenants? All of us who partake of
services of those law firms, sccounting
firms and businesses will surely contribute
to that $12 million in the form of increased
cosis.

. The classical economic arguments
heretofore aired in the Welcomat dide’t
hold much interest for this writer for
two reasons. First, most of what was
said was simply opinion of the sort
which could have been ehicidated by .

e superficial reading of Das Kapital
Second, politics and economics are
primarily endeavors of self- =
interest. In thal sense, both capital-
ismm and communism are imperialistic,
jingoistic self-serving. philosophies,

sach causing a wake of degtruc-

tion in its path. The antagonism between them
is kept efloat by those perties who hope to gein
the most—and, as we shall see, the rewards are

. great. -

Woealth may be acquired in one of three
ways: It may be earned, begged, or stolen, The
wage earner, whether he works in the mail
room at CIGNA, or whether he is the chairman
of that firm, each equally earns the sslary

‘which has been allocated by society. The wealth

that we contribute to churches or to'social pro-

_grams, both in this country and abroad, may be

spoken of as being “begged,” but increases in

Iand valuation strike me as theft in the {irst
topgren. o

All real wealth is earned or 'created’ in one
and only one way: The elfort of mankind, work- -
ing in conjuction and cooperation with others,
tranaforms raw malerials into those objects
which we all need. Peasants in Vietnam or El
Salvador know this well. Thal is the reason thoy
will fight to the death for land.

The Treaty of Verssailles in 1919 stripped Ger-
many of the lucrative indusirial Ruhr Valley
and led, in part, to World War II. Germany's
subsequent occupalion of France in 1940 was
limited to the northern industrial section, while
the southern pert of France was left to the
designs of Marshall Petain and the Vichy
governmeont.

New, in an industrial soclety—much less so
in our posi-industrial soclety—it Is difficult to
see that wesith Is transient and must he
craated anew every day, by the labors of
mankind, Wealth is not stored up in bank vaylts.



and in columns of debentures. Money represents
wealth; it can be exchanged for wealth; but it is
not in itself weaith. The weslth which iz on my
dinnsr plate in ths form of a fish et weas not
stored wealith, but {I hope) wes newly—created
wealth for which I am willing to exchange some
of my labor, that exchange teking place through
the medium of currency. -

Society impacts on how we organize our
neads for food, sheller, safoly and amenities.
One man living alone in the country, il his
house catches on fire. simply watches il hurn
down. Five people living cloge to each other
enier into a mulual fire-fighling pact. and so on
uniil we have the concept of the professional,
slate-of-the-art modern fire depariment. This is
one of the benefits of living in an integratoed
society. Society creatas that situation, and each
of us, as a member of that gocisty, is enlitled to
ils prolaction and beanefit.,

Bill Rouse's $35 million block is only valushle
because of society. Our co-operalion with one-
another has conspired to make 17th and Market
stroets a very valuable commodity. but it is our
creation, nol his. Society gees that land not as s
commaodity, but as a resource to be used by
socisty for whatever purpose is hest served by
it. Somea land is best served as fermland, some
a8 residential lands, while other land is best
served as recreational land. | suspect that that
parcel is best served by the erection of office
space. If Bill. Rouse chooses to esfablish that of-
fice space, so be it. The marketplace will com-
pensata him dearly, which he most certainly
deserves. Bul for Bill Rouse lo enter into a
fiduciary arrangemont to pay tha pravious
ownears of said property $25 million more than

what it was worth three years ago, is.a conspir-
acy to steal that wealth from society itself.

Three years age Congress authorized raising
the ceiling on the national debi to go above $1
trillion. Now we are approaching $2 trillion. All
of the previous presidents unti! Reagan have ac-
cumulated a debt of $1 trillion; Reagan doubled
it. In several years, the debt service will wipe
oul the national budget. with nothing left over
for pliers and coffee makers. Young pecple with
no say in the mattar are being asked to assume
tramendous debt to pay fer our firancial irre-
spensibility. High school students see their
purenis taking oui a second mortgage to pay for
a college education. Cerporats. raiders earn
milliona by legal stack manipulation whila tens
of thousands are thrown out of work to buoy
sagging balance sheeis. We are losing couniless
manufacturing jobs to the Far East while ante -
goes up on land speculation. No one is immune,
not mail room clerks or board chairmen.

We must analyze the nature of wealth and
how it ig urealai I will lsave to thoss in-
terasted in the arguments of the capitalistg and
the communists the matier of how wa should
distribute that wealth. To me it doesn’t much
matter. Not, at leas{, until we understand how
waealth is craated by sociaty and why society is
deprived of the benefit of that waalih.

Land speculaiion has resulted in farm fore-
closuros in the Midwaest as well as increased
rents for commercial space in Philadelphia,

Closer to home—iny home, that 18-—land spacu-
lation has encouraged burned-out, undaeveloped
land. Tan yaars age, the Redevslepment
Authority sold a property te an individual in the
7G0 bilock of Pine Sirest wiih the stipulation
that the home be used as a single family dwaell-
ing. Ton years laler il is still vacanl. The hpuse
noxt door returns $3,000 to the city in the ferm
of ‘property taxes, which benefit society each
and every year, both monetarily and by increas-
ing the well-being of the neighborhood. The
Redevelopmeni property remains a blight on the
neighborhood. ,

This writer hopes that, through introspection,
wa can conspire fogether to discuss the nature
of wealth, how it's crested and where it goes.
This is cartainly an igsue which affects all of us
today as well as affecting our fulure decisions. -
Fivo hundred dollur phone calls may be within .
the grasp of a Bill Rouse, but certainly not
within the grasp of all.

Juel Eichen is a dentist who lives in So_t:iely Hill. -

by Dan Rotienberg '

 Willurd Rouse is & real estate

dovoloper whe's pulting up a

- G0-story office towor al 17th and
Chestnit. What does he have in
commaon with the Wélcomat? Be-
lore you say “"nothing,”” consider
Ilwo apinions which have appear-
ed in those pages over ths past
few wooks. )
* First, joel Eichen, writing on
tho fromd pago of this issue: ' Bill
Rouse’s $35 million block is only
valuable because of socioty. Our
cooporation with one another
has consapired to make 17th and
Market Sireets a very.valuabls
commodiiy, but it is our creation,
not his.™ o ’
s Naxi, fres-lance writer Robert
f.asson, in o May 22nd letter to
tha aditor: ‘ .
.. The ogo of tha non-profes-
sional writer gesks any audiance
at any prico, and the (Wolcomat)
lattor writers will kesp babbling
until judgment Day. Al of which
keops the (Welcomat} owner's
profils soaring at the expensg of
the yary paople whe panlly are
tio Weliomian -



Ruuse and the Welcomrnal, in
shortl, nre both targels of a naive
but persigient mindset which
conlends that entreprencurs
don’i reaily deserve credii for
their succossos {allthough, some-
how. they always get blamed Tor
thoir Toilures). If Rouse’s baild-
ing suceeads, it will be bocause
socioly made the location so val-.
wiable, And to the extont hal the
Welcomat has succeeded, it is
hecause the writers have made
the paper so readable.

From such theorizing, il's an
dasy inductive leap to the con-
clusion thatl any profits made by
the Rouse lower or the Welco-
maut reprosent moneys slolen
from, respectively, sociely and
wrilers. Wrilos Eichen: ""For Bill
Rouse 1o enter into e fiduciary.
arrangoment to pay the previous
ownuors of gaid property $25
millivn more than what it was
worth three years ago is a con-
apiracy to steal that wealth from
socioty ilsell.”” Lasson writes
that there is no excuse for the
Welcomat's $30 wriling fees-—
“nol whan you discovar, as I did
with n single phone call, that a
full-page ad in the Welcomat
costy $927, and a quarter page
$231. Clsarly, somelhing is rot-
ton on Ludlow Street with a dif-
ferentiai like that.”

Lasson did not, of course, .
phone our printer lo find out our
printing costs, nor did he suggest
that Welcomatl writers should
ghare those costs, Nor does Ei-.
chon suggest that *‘sociely’™”
should buay the land st 17th and
Market or pay for the upkeep,
real ostate laxes and insurance
on the property. And that, of
courss, is precisely whalt's
wrong with this philosophy of
“begrudgement.”’ Folks like Ei-

chen and Lasson—and they are

nol alone, by any means—want
none of the risks and all of the
rewards. '

I used to hear the same sort
of thing all the time when I was
an editor at Philadelphia Mag-
azine, Free-lance writers there
complained constantly about how
poorly they were paid-—aspec-
inlly, they noted, when publisher
D. Herbert Lipson was always
jetling off to the Caribbean or
some such place. “I'm damned if
I'm going to subsidize Herb's va-

‘cations,” the writers would tell .
ma.

I never saw it that way. Lip-
son—Ilike Willard Rouse and the
owners of the Welcomat—risked
huge amountis of money on a
cancept that had never succeed-
ed before. Lalely Lipson has

spent hundreds of thousands,
and possibly millions, of doHars
defending his writers against [i-
bel suits. If after all that risk
and expense he can manrage to
turn a profit, God bless him-—he
is amply ontitled o it, much
moro 80 than a wriler or editor
who takes no personal risk
whatsver. _

Eichen-—again, like so many
people nowadevs—undarstands
that wealth is something which
mus{ be created, but he fails to
see that resl eslale speculation
has & part to play in creating so-
ciety’s wealth. Society desperate-
ly meeds people who are willing
lo ravest in and maintdin land,
and the incentive we offer is the
hope that-they will turn a profit
when the land is sold. Buying
land is always a gamble, which
explains why “‘society” is always
skittish sbout gelting inlo it. But
if some private citizen is willing
to gamble his own monsay on a
plot of ground, and if Willard
Rouse is willing to buy that land
for $25 million more than the
pravious price, who are we to
begrudge the previous owner his
profil? Who are we Lo insist that
Willard Rouse spend less than
he is freely willing to spend?

Certainly society played e big
part in making 17th and Market
what it is, and certainly theo
wrilers, readers and residents of
Cenler City have played a big
par! in making the Welcomut
what it is. But neither of these
projects—nor any other endoav-
or, come to think of it—wounid
come to pass without someone’s
willingness to risk capital. We
ought not te begrudge these cap-
italists their profits if their risk
pays off,

The “*begrudgemsnt’ mindset
reminds me of something NBC's
David Brinkley once said when
he got fed up with all the rhetor-
ic about the public's ownership
of the TV airwavos: “I've often
wondered what the public would

i do with the airwaves if the pub-
" lic had them."

w * *

Real estate wealth

To the Editor:

Re your reply (Editor's
Nulebook June 12) to my
articly in the samo issue
{"'Rouse’s tower, real
waalth und tho rest of
us'):

Dan, you missed the
twist! ‘The moment the
Welcomatl rolls off the
prosses il's  considered
weaalth.

As soon as the Cabbage
Patch Kid has its Iast
stitch pult in. it's also
wunith. As soon as the
workmen finish the last
cornics st Liberty Place,
it's likewise a contribu-
tion of wealth,

Naw, lei ench of you
take your product to the
miarketplace where others
will exchange their
wealth for it. That's risk-
ing capital in the market-
place, and you will be
rewarded or npot ra-
wiarded uccording to the
whims and dictates of
society. S

Now consider the spee-
ulator who tor the last 20.
yours had hald 17th and
Markel Stroets away
from the market. e hag
deniod others the op-
portunity to use that val-
unble property, He has

eroated no wealth except

o defunct Meldonald’s, a
pornographic thealer, a
sceedy bur and space {or
drug nddicts o congro-
gale. Ttow much wealth
has  he crented (or
sociely?
Juel M, Eichen
Society Hill

{Editor's comnents First
of all, you speak of that
Iund at 17th and Market
s i it iy pubilic property.
s not. You have no right
to tell the owner of that
fol how o use his lond,
uinty more than he has a
richt o toll yvou to tear
down  your house and
erech o socrally viduahlo
olbrvight phovimeacy in ils
pluce. Svcond, if vou- be-
lieve society should share
i the profits of reul es-
rite lransactions, Jdo vou
ulsy helieve that society
shoutd compensate land-
fords  who suffor huge
lisses, like Jack Walgin on
Hittenhouse Square or
owners of devalued prop-
erties in North Phjladel-
phia? Third, | would
arygue that there was in-
deed sociul value to the
haphazard collection of
shops, fast-food joints,
theaters and beep shows
on the south side of the
1600 block of Market

Streel: They brought light

uand human aclivilty o
that block at all hours, as
u conseqitence of which
that block was niuch
safer to walk through at
night than the north side,
with its deadly-ddrk,
desolate Penn Center
towers. |
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by Edward Dodson

¢ This essay expands on
the recent wriling by Joel
Eichen pulilished in the
Jure 12th Welcomal [as
well as the subsequent
exchanges between Mes-
srs. Fichen and Rotlen-
bergj. The ground
covered in those wrilings
reaches info areas of po-
litical®* social and eco-
nomic thoughl in need of
thorough re-examination
by all citizens. Govern-
ment. as the arm of the
state. plays a major role
in diclating the outcome
of relalions belween in-
dividual citizens, and one
such area is.in the discus-
sion of what is or is nol
legitimate “‘public” or
“‘privale’ property.

Dr. Eichen's mosl
imporiant observalions
fall in the realm of trying
to define that which is
wealth and that which is
something olther than
wealth. Here, the distinc-

tion is between what the.

individual consirues to be
‘wealth and whal is
wealth {rom the stand-
points of a polilical econ-
cmy. From the lalter
perspective, land {or any
element in nature] turns
out not to be wealth but to
‘bhe the source of all
wealth.

it should be glear that
the economic price of
land is—in a posl-frontier
suciely=—dircclly ralated
to the fact that laws re-
slrict the access of cit-

izens 1o land controlled by -
others as privale proper- -

ly. Land, however, has a

zero production cosl [i.e..
nature existed prior to
and independent of man).

This is a critical difl-
ference thal must be rec-
ognized when analyzing
the positive or negative
impact of laws dealing
with nature. boih in in-
stances where nature is
viewed as public {i.e..
common} or as privale
properly.

‘The control of land has
throughout mpsl of his-

tory been based on the
ahility to dictate terms:
The elite, the nobility or
the aristocracy (backed
by armed force} conlis-
cated the production of
actual “users’ as part of
the class systems agsinst
which laler generalions
of Europeans and Asians
rebelled or from which
they fled {to North Amer-
ica and elsewhere})

On a larger scale, terri-
torial control has been de-
pendent upon military
sirength and the ability to
defeat would-be conquer-
ers. There is, of course, a
“cost™ involved in the
lorcefud acquisition of
land. Battles involve cas-
ualties and destroy much
of a sociély's. accum-

ulaied wealth [i.e. phys-:

ical capitall.

Another consistent his-
torical thread is that
those who gain control of
ihe slate apparalus at-
templ to dictate the dis-
iribution of whalever
spoils are gained in war-
[are. Annihilation, en-
glavement or {less
frequently) absorplion

are the fates expericnced

. by lhe vanquished.

‘This was certainly lrue
of lhe European settle-
ment of North America
and the displacemeni ol
the people who had
inhabited the ‘terriiory
prior to the European ar-
iival. Opposed by a
civilization superior in the
technoelogy of warfare
and  far grealer in
numbers, the “native”
Americans were pushed

olf the land again and-

again until {as an econ-
omist might say] they
ware furced to “"the mar-
gin' {i.e.. o parts of the
continent minimally able
to support their needs).

This historical view is
even more ciearly
supported- by events in
Europe, where both the
land and the produclive
capacities of its sociaties
came under the control of
a small number of aris-
tocratic families, lasling
even to the present day in
parts of Europe. Severe
poverty and oppression of
our European (and Asian)
ancestors culminated in
the mass migrations o
North America, where
there were two greal ad-
vantages: (1) abundant
free land and (2} the ab-
sence of a sirong, ceniral-
ized slate whose laws and
police powers could be
usod as an instrumaont ol
class oppression.

While European soci-
elies grew moare and more
despolic [causes of bolh
the French and Russian
revolutions), the

condi- -
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tions in North America
favered the evolution of a
sociely based on self-re-
liance and individualism,
Inciluded was the {fun-
damental right to proper-
ty. so completely denied
in the Old World. A
universally propertied
cilizeniy was recognized
as necessary for the nur-
turing of cooperalive
society and the protection
ol democracy.

Immigration and pop-
ulation growth combined
to bring about a rapid
disappearance of the-
frontier and to desiroy
JefTerson’s vision of a na-
lion peopled by yeoman
[armers. Privale property
in land held out the pro-
mise of a democralic
state characlerized by
universal property own-
ership only so long as the
frontier existed and our
population remained rel-
alively small. Bul by the
third quarier of the 19ih
Century, the entire terri-
tory of the nalion was eil-
her in the hands of
private owners or under
the contral of government
agencies. Jefferson’s con-
cerns for’ the nation’s
slewardship proved to he
well-founded. -

Our laws dealing with
property in land can bo
directly lraced to those of
a despotic 18th Cenlury
Europe, crealing. the po-
tential for the same social
conditions that drove Eur-
apeans from their homie-
laands. The common



cdenominator between the
two worlds is both the
state sanctioning of
concentraled ownership
of land and {even more
important} the protection
of lund value as a private
form of weaith.
Economists like to say
that the supply of land is
inelastic; its supply is {in-
ite and cannot be readily
“increased in response lo
market demand. Conse-
quently.’ those who con-
trol the supply of tand
have a monopoly posilion
“ in terms of that particular
tract of land, because it'is
unique in both lecation
and quality. Exercise of
this monopoly position
rests In turn on acknow-
ledgment by others in soe-
icty, or (which is more
normally the case) on the
sirength of police powers
to enforce its acceplance.
The morality is compli-
ciled and not readily ap-
parent, but. in effect, our
system of land tenure the-

oretically creatles a so-

ciety where the
newly-born or newly ar-
rived have no rights to ac-
Cess commodilies
necessary for survival.
Without direct access to
nature, sustenarice musl
be oblained through the

exchange of labor for

money wages; if economic
conditions do not provide
such opporlunilies. the in-
dividual must either de-
pend upon Lharily the
stale or crime in order to
survive.

The granimg of pnvate
ownership of land te indi-
viduals can be viewed as
the granting of a license
to monopolize: the eco-
nomic value of such a k-
conse is dependeni once
“apain on the slmngih of
the stale {or. in a dem-
ocralic. society., on the
general agreement that
the laws governing the so-
ciety are jusi). Such a li-
cense has a certain
ever-changing value in
the marketplace which in-
creases or decreases, de-
pending on such [actors
as social stabilily and ex-

. penditures by pgovern-

ment for the development
of physical infra-
structure. - i

Here, in a very reai
sense, is the support for
the argument that the
econcmic price of land is
societaliv-created. Broad-
based taxes sre used to
make improvements thet”
do not equally bepelit all;
fandowners normally
benefit the most when
highways, mass transil,
airports and other such
endeavors make their
Innd more accessible and
cenlrally located. The
landowner, as landown-
er, did nothing to *‘pro-
duce”” this economic
value.

What Dr. Eichen at
tempts to convey is that
the private appropriation
of that economic price
(either as a payment from
sale or as an income
siream generaled by leas:
ing land)} is at odds both
wilh. the tenets of cap-
jtalism and of justice. For
the privale owner, the in-
crease in the economic
price of land becomes a
reward totally unrelated
to production.

Looked al in this man-
ner, il becomes ludicrous
‘{0 describe such income
as a ‘‘capital gain."” Our
tax laws actually reward
the landowner for holding
.land out of production by -
taxing its sale at a lower;
rale of taxation if held [or
a longer permd

In truth, it is the capital
of others which has gen-

erated the increased eco-
nomic price of land.
Speculative investment in
land is based on an
apprecialion of this fact.

If our economic system
is to be based on free
markels and capitalism,
there is no place for tax
or property laws that sup-
port privale (or state} mo-
nopolies. Yel, because of
such measures, we have
-become a society where
less than 3% of our
citizens own over 95% of
the privately-held land
and natural resources

feither individually or as

shareholders in maior
landholding corpora-
lions}, and where the

concentration of wealth
and income is increasing
“each year,

What has been dif-
~ ferent in America is Lthal
. this concentration re-
quired fwo centuries to
evolve into a major pro-
blem. During that time.
we eslablished very de-
cenlralized systems of
government (each with ils
own taxing powers), built
thousands of schools to
provide educational op-
portunities for our cit-
izens  and, utilizing
tremendous advances in
science and technology.
achieved a level of pro-
ducticn that gave a maj-
ority of American rising
incomes and a constantly
improving standard of
well-being.

Under these circum-
stances. our society seem-
ed able to advance
despile  the {laws thal
pernitled vaslt fortunes to
be buill on monopuly

(such as those of Rock-.

eleller, L.P. Morgan. As-
tor. Vanderbiltl and
olhers). Morcover, laxing
the earned income gener-
aled by true investment in

physical capital and ex- -

penditure of labor seem-
ed sufficient to provide
for the needs of guov-

.ernment.

Taxes are a cost of do-
ing business. High taxes
are also one faclor in the

decisions  made by
producers to relocate
elsewhere. To compete

wiih foreign producers
(who may pay much low-
er wages, fewer taxes

‘and—with some impor- -
tant

exceptions—lower
land "acquisition cosls),
American entrepreneurs
cannot be burdened with
heavy taxes on what they
procduce.

They do, of course, try
to pass on these costs to
the consumer; however,
absent tariffs or other
profectionist measures to
drive up the prices of

foreign goods, they musl
absorb these taxes.

Lower profils result.
Investment resources are
driven away. And pecple
evenlually lose - em-
‘ployment.

The entire soc:ety suf—
fers because the loss of
jobs in an industry is not
the result of a correspon-
ding success of coem-
petitors in the national
markef. Unionism, pro-
tectionism and the wel-
fare state :are all
reactionary efforts to

‘counter the .effecls ol a

market characterized by
land monopoly.

The problem began
when the authors of the

"United States Constitu-

Hen of 1787 deleted a .

-clause from the Articles -

of Confederation of 1777
thal dictated that all tax

‘revenues were to be
collected by the states,

based on an assessment
of the market value of
land. .

In making lhlS change,
our Founding Fathers

. were simply looking after
“their personal interests;

many of them were large
landowners and specula-
tors themselves. ‘This
change and other con-
cerns disturbed Tom
Paine and a few others so
greatly that they refused
to support the Consti-
tution.

Two hundred years
later, the nation’s econ-
omy is suffering the con-
sequences of permitting
landownership to escape
significant taxation and
thereby become con-
cénirated: high inlerest
rates, government def-

‘icils, high unemployment

and a rising tension be-
tween economic classes.
The tax system is to
blame. L

Financial  resources-
that should be used to
creale new plant and
equipment or to construct
office buildings is chan-
neled into land specula-
tion. which produces

nothing but higher land

cosls to those who are -



attempling 1o engage in
production. And. in the
process, the rusts are

passed on to tho Amer-

ican consumer, reducing
purchasing power and
our slandard’ ol well-
being. At the same timoe,
our indusirics become
less and less compelitive
in world markels.

The example of the
new Rouse development
in Philadelphia is an
appropriaiec one to convey
the naturc of the ahove
underlving problems of
our political coconomy.
Whal Joel Eicher tried to
ted! us is that Rouse is.jusl
as much a viclim. His
compelilor in the bhidding
war for the Market Street
properties walkod away
with a lremendous pay-
ment wilhout ever lurning
a shovel. 'Faced with a
land acquisilion cosl in
the neighborhood of
$1.000 per square fool.
Willard Rouse has no al-
ternative but 1o build a
structure lwice as hich as
any othor in the city: it is
a risky venture indeoed,

Much will depend on
evenls over which he has
no control: the level of
interest rates, the growth

in the city's economy and
wdemand for oflice space,

and the abilily of the pro-
jectl’s tenanls to pass on

the increased cost ol leas-:

ing space lo their clients
and customers. We have,
in Tact, identified aone of

‘the two primary causes of

price infiation {the prin-

ting of money by govern-

ment being the other).
Those who accept the
status quo bul say they
are concerned for the
future of democracy
should examine these
questions more thorough-
ly. Those who call for
socialism or communism
ought to think about the
consequences such state

monaopolies have on the:

liberties we enjoy as in-
dividuals. Those of us
who seek the truth have
an obligation and respon-
sibility 1o our fellow
citizens to expand {his
dialogue. :

As the Welcomat’s
editor, Dan Rotlenberg
has made a decision that
this is an issue his reader-
ship wanied to discuss. If
that turned out to be true,
he would benefit from an
expanded readership and
from the ability {o in-
crease the fees charged
to advertisers. Those are
markel-directed resulits.

But the iand markel is
unique; it does not func-
tion in the same way, be-
cause people cannol
survive without access to
land. ‘The land market is

a natural monopoly.

Finally, we should not
forget our recent hislory.
Those in this world who
are propertied have the
moeans to survive; those
who are properlyless do
no{ survive, except on
charity or as wards of the
stale. The numbers of
properlyless are growing
every day. 1 ask, what
does that say about the
state of democracy in
America? -

Edward Dodson works in
reul estate finance in Cen-
ter City. He has been in-
volved.in the Philadelphia
Maortgage Plan and ather
public interest  housing
movements. He lives in
Cherry Hill. N1




July 24,

LETTERS

TO THE

EDITOR

Land speculation

To the Editor:

Rarely have [ read a
piece as well-researched
and lucid as that by Ed
Dodson on land specula-
ticn and its effect on our
society (July 17).

It might be a rvvelalmn
in social justice if the
government were io tax
only unimproved proper-
ty. The squalor of the
slums would disappear
- and the large tracts of va-

cant ascreage wouwld be
developed to their maxi-
mum social potential.

The owner who simply
denies ils use would be
taxed at a higher rale
than his neighbors who
bother to improve their
lots.

To hold land off: the
market while its nominal
price appreciales through
the adjoining owners® ef-
fort to develop his inter-
est is a form of economic
theft. When I put in a

_pool, my taxes go up, but

my neighbor’s don't, yet’

ha gets a higher price at
resale because of the pool
next door.

Willard Rouse pays a
higher market price for
land because of the in-
creased development; bath
social and economic, of
the surrounding ten miles
in the last ten years, not
because raw diamonds
are in the ground at 17th
-andMarket, The wealth is
in the form of people prox-
imate to the location.

The government should
rebalance the lax ratio
belweeen vacant and well-
developed, so that in 10 to
20 years, 100% of the pro-
perty tax comes from un-
improved acreage within
its domain. Mr. Rouse
would pay no {ax in 2005,
-thus lowering rent and
enabling him lo slay com-
petitive with his tax-free
neighbors: offermg the

same improvements {o

~ society.

Centemporaneocusly, the
taxes would rise on vacant
and sium land, encourag-
ing their owners to develop
to the highest economic
use—or sell to someone
who will.

Lee Alderton
Fairmount

Editor's comment: If you

want your neighbor to be

taxed for your pool, will

you allow your neighbor to

Cswim In it? If you want

slums removed, are you
willing to help subsidize
the housing costs of dis-

- placed shun dwellers who

can't afford the new hous-
ing that rises on former
slum lots?

FaTiE BrAm
MARVIN GARDENE

-Rich Simonetti

1985
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- "LETTERS

Land speculation .

To the Editor: - :
The Welcomat has re-
cenlly become a forum -
for the ege-old question of
land ownership and land
taxalion,- questions
brought lo public atten-
tion in the last century by
David Ricardo and lenry
George. Edward Dodson’'s
reconl orticle—"'Land
Speculation: A Question
of Monopoly'—cchoes
those issues and com-,
bines some sound obser-
vations -~ with some
common seconomic [al-

lacies {July 17).

Dodson points out that
land is fixed in guantity.
{There are exceptions:’
The Duich have reclaim-
od land [rom the sea, and
San Francisco has [illed
in part of its bay, but the
exceplions are too few 1o
matter much.).” -~

Dodson slso polnts out -
that the value of land de-

‘pends on general social

and economic circum-

alances. He then jump$ to

. ill-founded conclusions
that the “granling of

private ownership of land
to Individuals can be
viewed as the granting of .
a license to monopolize .

" and that the “land

market is a nalural mono- ©

poly.”’

The fallacy
commits is to equate fixi-
ty in supply with monopo-
ly. A product or asset is
monopolized when "one .
person or one organiza-
tion controls the entire

supply of that product or ~

agssat, and that ct}lltrul-
hing nothing to do with the .

"fixity of the supply of a
procduct or asset.

For example; if all of
the vendors in the city
waere to form a cartel that

_get prices and production
" quotas on soft pretzels,
the pretzel market would
bhe monopolized, even
though prelzels are sasy
. 1o preduce in large quan-
" tifies. And fo thke ancther

Dodson '

“tribution ol

TO "THE EDITOR

example, the supplyiof

. authentlic Victorian snti-

que furniture is complele-

ly fixed,. ypt no one,

describes that . antique
market as monopolized

" because there are many
- buyers and sellers in that

markat.
- Only if the entire Phila-

delphia (or national) land

supply were controlled by -

.a single Individual would

it be accurate lo call the

- Philadelphia (er national)
“land market &8 monopoly.
- Aud without doubt, the

local and. national land
market is highly compet- .
itive, since it has very ma- *
ny buyers and ssllers. -
‘Of course, dne partic-

-ular tract of land {say, at.
" the southeast 'corner of
Market and 17th Street)

has one owner, and thus,
thal one tract could.be

- described as monopolized
. in a narrow definition of

the land market, but that
is like describinig the med-
icel market as monop-
olized because, say, Dr.

" Jobn Des—and no " ona.

else~—can produce 'the
personal medical services |
of Dr. John Doe. .~ .
'Even though a tract of -
land on Market Strest

~and Dr. John Doe each

have- their uniquonnss, -
they also participate ina -
larger, compolitive mar- |
ket, and their ability to .
extract monopoly profils .
is severely limiled by the -
compelition in that mar-
ket. Philadelphia and the
nation have nothing lo

"fear [gom the privale

vwnorship of land as long
ps the land market re-

maing eompelitive.

Anather fallecy Dodson
commitsa is to confuse dis-
approval of the dis-
privale
property with disappro-
val of the institution of
private property, a fal-
lacy analogous to dis-

approving of all religion

because one disapproves
of, say, the ~Unitarian
Church, :

owners. In 1982,

Dodson’  correcily

points ocut thal while set-

tlers in North America
stole land from the In-
dians. Plently of other

. examples abound, such-

as the, theft of land from
the Irish
invading British Proles-
tants. These injuslices
were violations of peo-
- ple’s rights lo own pro-
perty unmolesled.
The exislence ol such
; historical injustices does
- not imply private owner-
ship of land is evil. Quils
the contrary, such Injus-
lices should slrenglhen
eur resolve never lo le!
snyone be arbitrarily de-
prived of property.
Dodson points ouwl—
correclly, in my opin-
ion—that the Americnn
tax syslem is inequitable
“antd inefficient, thal tax-
-.ation and tarilfs reduce

., our national income. And

tthe also points out that

Jandowners benelit from

‘public services, such as
highways, lire and police,
protection, schools and
nirporls. {Arguably, the
: low quality of public ger-
iivices in Philadelphia has
* depressod land velues
from whal they otherwise
! could be, bul that is ano-
" Lther slory.) -
: But he incorrectly con-
! cludes thal the remedy
for inefficienl taxation is
to finnnce the governmant
entirely with land taxes,
8 proposal considered
~and rejecled by the au-
‘thors of the American
- consitution, i

{ .The government lukes

_from property owners as

5 it gives gervices io them.

Al tha locel level, virtual-

‘ly all taxes'are already

.oxtractad [rom properly
local
governments collecled

\ $104 billion in taxes, $79
-billion
from the properly tax.

of which came

1t ia by no means true
that {and ownership es-
capes “‘signiflicant taxa--
tion.”” Homesowners In
states such as Calilornia

Catholics by

and Massachusells have
rebelled against ever-in-
crensing properly fax

urdens, as well they
should. There is no rea-
sonr that investment in-
1end should be singled out
to supporl government
activities such as wel-
fare, social securily, pay-
ments on the public dabt,’
and national dofense that
presumably bonalit
everyons regordless of .
whether he owns real
eslale. ,‘ )

Indeed, It would be
impossible to finance the
enlire American govern-
ment with a tax on land;
the government collecls
close 1o hall of national
income in taxation, and
annual land taxes could
only finance a small per-
centage of that.

Finally, Dodson claims
that currenl patterns ol
{and ownership and land -
taxation are responsible
for “high interest rates,.
government deficils, high
unemployment, and a ris-
Ing iension beiween ec-
onomic classes.” Space
doos not permit a delail-
ed examinaiion of these
charges, but most ec-
onomisis biame erretic
monelary policy, fiscal
paralysis, rising tiax
rates, and internatlional
events for these prob-
lems, . not. land owner-
ship. -

This is not lo say that
land taxes cannot be Im-
proved {or reduced) to im-
prove the utilization of
our land resources. { hope
Dodaon will contribute to”
the sifort. But sloppy an-
nlysis and. exaggerated
claims for land reform do

not promote the cause of - -

better land, taxalion. |
Brisn R. Herrigan-
Spring Garden

Editor’s note: The writ-
er is an economist at the
Federal Heserve Bdnk of

". Philadelphia, but stresses

that his views are solely
his own and not nec-.
essarily those of the bank,
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Land speculation

To the Editor:

Lee Alderton’'s ]uly
24th letter responding lo
my article (“'Land specu-
lation: A question of
moncpoly,” July 17) was
encouraging but misses.
part of the analysis pre-
sented. He writes that “it
-might be a revelation in
_gocial justice if the gov-
ernment were o tax oniy
unimproved. property.”
"This is not what I pro-
pose.

That policy would also
leave to the owners of im-
proved parcels of land
the economic value afttri-
butable to both lsnd and
improvements. The first

. {generally in the form of

.locational value} is
zociatally-crented and
shoild be collected by
government- to support
public expenditures; the
second - (improvemenls
and what we normally
term personal property) is
derived [rom privale pro-
ductiori, The income
therefrom being private
property, it should be ex-
empted from taxation.

The most important ele-
ment. in this argument is
that all land—indepen-
dent of whatever im-

provements might or-

might not be presenl-—
has an azmual rental
value, the source of

which has nothing to do
with “‘service’ performed .

by the landownsr .as

steward ofithat parcel.
In an environment of

increasing population, of

large expenditures of lax”

revenues by government
on public works and the
availabilily of credit, the
cost o lease or purchase
land has historicolly {ar
outpaced other “inputs.”

Land has,/therefore, at-
tractled investors who ac-
guired gites not for
development but for spec-
ulative holding. This
makes the | market for
land even more contrac-
ted and drives prices to
users up even Iarther and
faster.

Aside {rom the histori-
eal and philesophical
discussion | presented,
there ere f{undamental
economic laws we need to
understand jif the tax

system is to be successaful

in accomplishing the
goals of raising: needed
revenue without ‘discour-
aging productive invest-

ment and simultanecusly -

thwarling nonproductwe

‘ speculative 'investment

aclivities. Shifting the
real estate itax off of
improvements (produc~

_ tionj and onlo lend vailues

{nonproduced values) is
the [irst step.

Here is sdmething to
think about: Higher laxes
on land values are capi-
talized into lower land
prices. .

How * 807 E11‘ I pay
$100.000 for B parcel of

- land today and the mar-

ket is pushing up land
prices at 15% per year,
at the end of one year my
land will be worth
$115,000. Under the cur-

rent lax structure, that.

land might be agsessed at
$25,000 (butj probably
less} and pay a tax of
$7.75/$100, or $1,900.
The unrealized gain s
around $13,100. '
The best I can do wilh
other investments might
be 8 to 10%. So land
speculation is.ettractive

for me ms an individual,’

even 1hough it croates
problems for ' the com-
munily by holding land
out of uses that would
create employment

‘productive

opportunities for others,

All government has to
do is apply o tax rate to
.the assessed value.of land
that results in & carfying
cost (in the [orm of taxes)
large encugh to reduce
the unrealized gain on the
holding of land. ideally,
since the enlire gain is n
function of activilies out-
side the landowner, 1
would like to see the com-
munity take all of the
gain. Less would still
work.

The investor would
weigh the relurns on
various investment alter-
natives and decide
against land. More land
would come onto the mar-
ket, increasing the supp-
iy and resulting in lower
prices to developers. The
lower land costs arg, in
this wdy, passed along
throughout the economy.

In all market areag—
lecal, regional, national
and infernational-a
conununity with this tax
structure finds it has a
competitive advantage
over those which do not
discourage investment in
landholding.

Drop the tax rates on
wages, corporate and
other business income
and you further stimuldte
invesiment,
This creates a truly win-
win situation, since even
the ex-land speculator
will profit by general
economic growth and

‘other invesiment oppor-
- tunities which arise.

Edward }. Dodson
Cherry Hill, N.J.

1985
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Reprise: Land ref @E‘H andl

the mmmg

by Edward J. Dodson

l'n his recen! letter o
the Welcomat (July 31).
cconoitist Brian Horrigan
(nkes me to task for whal
he feels is “sloppy analy-
sis and exaggerated
claims™ in my article on
Lind speculation (July 17}
Part of the problem is that
Mr. Horrigan and Lattach
diflerent mennings o the
same lerms. As an econo-
mist, his frame of refer-
onci is
taught in universily pro-
griums  in  economics.

Others, myself included,’

argue that the !an;,uagt,
of the economists is olten
“inconsistent and mislead-
mg

A clear dnflmtmn of the
term “land*’ is critical te
the discussion of my
original essay. When 1
use Lhe lerm land, [ am
referring not just fo the
surface soil or a location,
Inu to all of nature, with
the exceptlion of man and

the language,

political economists, who
were careful to refer to-
this factor as the source,
wealth’

of material
(wealth being the end pro-
duct of man applying fnen-

tal and physical effort—

i.e.. labor—to ‘nature).

T Whak s wrodured b
labor from land constitul-
es a sociely’'s stock of
physical wealtl, some of

‘There is every reason why
“investment in land should be

~ singled out to support

govermnental activities.

man’s products.

Foew economisls make
such -a distinction bet-
woen nature and products
made from nature; in the
kinguage of today’s econo-
mists,- lhe three dislincl
laetors of production
{Tind bohor and srwital)
indentified "by classical
polilical econumisla mela-
physically become “in-
puis”’ and ‘‘scarce re-
sources.”” -

Under my analysis,
cach faclor plays a uni-

nue role in the process ol

the production. and dis-
lritution of wealth. The
torm “land’” owes iis sci-

enlific definition 'lo the
: "my reference to the con-

which is stored, exchang-
ed and combined in ways
thal make such wealth
sufficiently unique lo
warrant its own lerm:
coapital, FThus when Mr.
Horrigan speaks of lhe
Putch reclaiming ‘land
from the sea,” thal pro-
coss should be described
as changing the form of
natlure—adding value
through the use of labor
and physical oz
produce more wealth,
While one resull is more
dry soil above the sea,
there has been no addi-
tion to the mass of the
earth.

. Horrigan also questions

10

Susun McAninley -

_trol over a specific part of
_nalure as being a mono-
poly license. In this case
I admil lo erring by not
deflining "menopoly.” :
* Absolute control over

' a half-acre suburban plot
! will generally not give its
- QWNer lh( ability to dic-
lale price. This is bocause
the prices of such siles
are delermined at the
margin (where land can
essenlially be acquired
free of cost). In most
perinds, there is also a
gullicient number of
sellers in the market lo
assure buyors a choice
between sites of equal
lecational advanlage. =
The other way of look-
ring at such ownership,
however, is that the land-
| holder is legally permitted
1o contral access and use
_over thal specilic part of
nature lo the exclusion of

- all others,

The same principle can
be extended lo a siluation
i where ong individual or
corporation controls mil-
lions of acres of timber
lands, mineral deposits,
agricuftural lands or a
~centrally-located city
block. Here is where lor-
rigan and 1 seem to be in
signilicanl disagreement.
Under his delinition of
monopoly, an individual
of group miisl control ali
the land in a particular



market. 1 counter that the
Innd market is inherently
-moenopolisite because, un-
like labor and capital, the

relurn for the use of land

invelves no expenditure
of eflorl on the part of the
landowner in the capaci-
ty of owner, The income
siream to the landowner

is an extraction froin the

productien by labor and
capital in return for gran-
ling access.

.- Viewed in this perspec-
tive, the
poses of o cartel being
formed to control the
price and supply of prel.
zels is not applicable to
the land markel. As soon
as a cartel forms among
Philadelphia  pretzel
makers, a black market
Hie., an underpround
cconomy fur pretzels) will
arise o shorl-circuitl the
cartel. Other producers
oulside Philadelphia will
sce an opportunity 1o gain
marketl share and move
in. .
If all owners of devel-
opable sites in Philadel-
phia” form a similar
carlel. lhese searcliing
for such siles will' luok
oulsitde the cily market.
“That, in a
markel-based
land .less centrally
lacaled and less subject
lo demiand pressures is
. tnuch less coslly to
Bequire,

However, if the land
market functioned con-
petitively, the shift in de-
mamd- would resull in n
lowering of the asking
price of cily sites, Such is
nol the case, because
land values have no rela-
lion to a production cost.
Labor can generale an in-

"come stream only. when
fabor is engaged, The
same is Irue of nlmaost all
forms of capital (Lhe ease
of anliques is an éxcep-
tion which Horrigan
brings up in an allempt to
prove a principle).

Wriling on this subject

several years ago, an Eng-

lish colleague of mine re-
sponded with the follow-
Ing to the very same chal-
lenge:

cxample he -

way, 5 a’
decision;

" "A collectible is a con-
sumable thal offers grealt-
er benelit from collection
than ase. Collectibles slay
away [rom the markel,
for lomorrow the price

may he higher. If the col-
lectible phenomenon ad-
versely alfocted us, the
aclivily might promole
our conceniraled atlen-
tion, but as Winston
Churchill said in address-
ing this queslion, ‘Painl-
ings . don’t get in
anybody's ‘way.'
lluwever, a vital part of
the economic syslem, a
part crucial to all produc-
tion, acls like a colleclti-
ble. This is land.""

As we conlinually ex-
perience, the concentrat-
ed. coutrol, over cental
siles within a cily does
getin the way of develop-
ment, :

Another instance  of
applicable eomparison is
Horrigan's atlempt o use
the uniqueness of *“Dr.
john Doe’s” surgical tal-
ents lo dispule my stale-
ment that individual
tracts of land are unique.

In point of fact. ali in-~

dividuals are unique in
terms of lalenl, know-

ledge and skills. Physi-

cians possess specialized
capabilities for which
they are compensaled,
based on their ability 1o
altracl paticnls. Yet the

market Jor physiciin ser-
vices is far less competi-
live than it might be,
because of arlificial
reslriclions. Practicing
medicine requires
governmettt licensing and
acceplance by an
asspcialion of licensed
praclilioners. Such prac-
Aices are in themsclves
monopolistic. :
Lahor unions represent
anolher attemp! to limit
compelition for available
employment opportunities
by pufting pressure on
employers lo hire only in-
dividuals who are mem-
bers of the labor unjons;
the labor union goal is o
protect the employment
securily and money wag-
cs of members by pre-
venling competition [vom
other non-inember work-
ers.
' Foreign goods, produc-
ed in & non-union'environ-
ment, and the willingness
iof domeslic non-unijon
workers lo perform lhe
same jobs for less com-
pensalion arg’ constaid
{hreats to monopolislic
labor practlices. For this
reason, both the unions
and professional agsocia-
tions conlinuously scok
protective legislation and
other restrictive govern-
meni regufalions.
Recent plant closings
and permanent dismissal
of unionized workers in

Recent plant closings
and dismissals of

unionized workers

indicate that labor
markets cannot be
monopolized as easily
as land markets. |

i1
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olher indusiries are in-
dications that the mar-
kets Tor labor (even these
as specialized as air tral-
fic controllers and air-

plane pilots) connot be

onsily monopolized. Even .

wheteo such efforts are in- -

itinlly successful, the
strenglh of the monopoly

is subject to threat by
powerlul external forces.
At the same lime, land
banking, land hoarding
and land speculalion
have expanded becususe
the global land market
becomes more monopolis-
lic with lime and popula-
lion growth. In Marxist-
dominated socicties, the
- people are faced with
stale monopoly of land;
where non-communist
military diclatorships
rule, tho concentralion is
in the hands of a. few
-families; and in the demo-
cracies, the conirol is
held by government agen-
cigs (ostensibly as stew-
-ards). large corporalions

and by a dwindling num-:

ber of wealthy [amilies
and individuals.

The consequences ol
such n concentrated con-
trol of the earth is
someihing ecconomists
have historically glossed
over. Why, I am not sure.
‘Yel, il is clear thal lthose’
“who labor for a living {as
opposad to those who sim-
ply collect income from
tand control), are lorced
to atlemp! to acl collect-
ively in order tv achicve
higher wages lhan thoey
would receive under con-
ditions of a highly compe-
titive global labor market

and o minimally competi- -

tive land market.

The problem is a prob-
lem of distribution.
Waalth and income have
become concentrated boe-
cinuse the source of wealth
and incoma is concentral-
ed. Horrigan believes (hal
I “confuse disapproval ol

- the distribulion of privale

property wilth disapprovs
al ol the inslitution of
private properfy.”” My
libertarian friends would

_sacred right. )
My argumeni is that'

the

bie very surprised to hear
thal 1 have attacked pri-
vate properly. The righl
1o one's lepitimule privale
property is, in my view, a

there is a distinction bet-
ween individually-pro-
duced and socielally-pro-
duced wealth that is not
addressed under our sys-
tem of political econoimy,
the essense of which is
found in the following
principle: .
“What the individual
produces belongs to the
individuat as legilimale
privale property; the
wealih which arises pure-
ly as a resull of our necd

Lo nceess nature must be
distribuled equally among

all members of society,
nol caplured by a few
who have gained control
over porlions of nature
they had no part in pro-
ducing individually.”

A moral justification
for this principle resls on
the I'nct that tand has no
production cost; Lthe price
obtainable in the market-

place is dependent upon’

factors oulside anything
the landowner does as
landowner. (Il he builds,
then he has acled as a

* “capilalist” by employing

capital lo produce new
wealth—and, in the pro-
cess, he has probably en-
abled his neighboring
landowner to beneflit by
an unearned increment in
the price obtainable for
use of whatever land that
landowner conirols.}

Privale ownership of

land is not evil, bul il is in-

herently monopolistic,
Legal l_ille to land is ne-

cessary Lo seoure owner-

ship of any improvements
landowner mjight
make. ‘The social and
political question is:

“How much land should
any one person or family
or corporation be permit-
ted to control and so deny
access to that land by
oihers in need?”

Most Americans do not
need o centrol much

land because we have :
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. become a nation of oiice
‘and faclory workers.
“Some corporations. must
control large amounts of
land 1o achieve ccono-
mies in production. And,
certainly, profilability in
agricullure may likewise .
necessilale large hold-
ings. :

My concern is that our
current Jand enure sys-
tem has made the concen-
tration of land control

Jinevitable-—3% of the
.populalion controls 95%
ol the nalion’s privately-
held land [the conirol of’
land value suffers an
egven grealer concenlra-
tion). :
This, in turn, hus re. .
sulted in a similar con- :
centralion of gcapital’
ownership and income.’
My view is that something
should be dona aboul this.
Others—Mr. Horrigan
apparently among them
—see nothing wrong with
such a distribulional out-
come and prefer lo use
the income, sales and im-
provement laxes to effect

. a transkter of wealth from

" those

who produce to

- those who do not {rather

than creating an oppor-
{unity for the properly-
less to participale in the
process of producing
wealth), It is in real
reform ol the tax system,
however, thal the bright-

- esi hope is to be found.

Horrigan is not quite .
correct when he stafes .
thal my “‘remedy for inef- !
ficient laxalion is to fin-
ance Lhe governoment
entirely with land taxes.”
To the extent thal our
syslem of tlaxalion dis-
courages the production
of goods and services
while encouraging land
hoarding and speculation,
the resull is ineflicienl
and, more importanl, de-
slructive. Thal -lroubles
me a good deal.

Whal scares me even
more is that I porudive
our tax system as a direct

- threat to our democracy

and to our political
ceonomy. This is because
we have [ailed lo rocog-
nize by law that whal



users are willing te pay
for access to nalure is o
surplus value—a value
crealed not by the in-
dividual but by society:in
the ageregalte.

© Almost all qualities of
land have some such val-
ue in lhe markelpluce (a
value which may change
dramaftically with chang-
¢s in technology or the
discoveryl/deplelion of
minerals below the sur-

 face). That value, deter- !

‘mined on the basis of
what the user will pay an-
nually, has come o be
2alled “economic rent.”
Gotlecting economic rent
[rom the landowner does

not tax, and therelore’

does not discournge, pro-
duction. It has just the op-
pusile effect: the more the

user produces., the lower -

the economic rent paid as
‘public revenue becomes
as a proportion of the
value of wotal production.

Correspondingly, the

lower the amount of tax
assessed against produc-
tion, the greater would be
the incentives 10 produce
{this lalter part of the
aquation has been under-
stood by most economists,
although credit for mak-
ing this argument! part of
the political debate must

go to the supply-side.

theorists).

Whial most economists,

wilh a few nolable excep-
lions, have discarded is
the classical notion thal
“land™ and “eapital” are
uniqure and separate {ac-
tors of production, As |
monlioned earlier, lo-
day’s economists  view
these simply as inpuls,
Changing the way you tax
one kind ol input is going
to bring aboul the same
resull as laxing anolher

kind of input. -Right?

Wrong!

Arthur Laffer has
been telling vs for the
Iast decade that higher
tax rates on production
discouraga  production.
Incrensae the lax on labor
and yon get tox avoid-

‘Most economists
have discarded the
classical notion that
land and capital are

Wrong!’

‘unique and separate
factors of produclion.

ance, underreporting of

“jncome, a prolileration of

tax shelter schemes ond a

shifting to a cash econ-

omy. As Swedoen found
out, you can even lose a
siar tennis player as a
citizen if you tax income.
al too high a2 rate.

Corporalions move “off
shore” lo escape domes-
tic taxes, they pay law-
yers and accounfants.
large fees to find loop-

Jholes in the tax laws, and

ibey have been known lo
conduct business in ways
the Internal Revenue Ser-
vice [frowns upon. As
taxes in ibe Uniled Stales
have risen, the number of
busineses moving to low-
lax havens elsewhere has
grown. 7

Other dynamics also
play their role. Workers
will attempt to pass on in-
creased income laxes 1o
their employers by nego-
tinling for higher gross
wages, which employers
then, iry to pass on {0 their
customers, who [when
prolective measures have

" not been used) will aban-

don domestic products for
iess costly loreign goods:

—a process which reduc-—.

es sales, leading to layolls
and consequently lo ex-
panded needs for welfare!
expenditures ... andl
back again to higher tax-
es on those who remaim
employed.
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Taxivg of land value
has the exact opposite ef-

_ fect, because faxes apr

plied lo land valie are
capitalized into lower sell-
ing prices for land. !

And in this we find the
solution to vne of the im-
poriant variables in the
spiral of price inflation. 1
will not repeat thie exam-
ple offered in my earlier
essay, but will simply re:
fer those who might be in-
terested - lo the mos!
recenl edilion of Paul

"Samuelson’s texl on

Economics Tor a [lairly

“concise reatment of the

theorelical aspecls. .
The boltom line is thal
one cannol escape pay-
mettl of taxes lo be col-
lected based on land
value. Land value is con-
stantly recertilied by ac-
tions between buyers and
sellers, leesees and
leesors, in the market for
land. All governmenl
needs to do is to monitor
this aclivity and set a rale
of taxation high enough to

collect the '‘economic
rent.”
Horrigan questions

! whelher the nation’s eco-°

nomic rent would be suf-

ficient to pay for all
governmenlal services at
all levels in the United
States. Probably not, giv-
en our iremendous  de-
[ense expenditures, But
the amwunt would be con-



siderable enough to per.
mil reduction of taxes on
individual and Dusiness
incomes, on sales and on
invenlories to belp Amer-
-ican producers become |
more compelitive in the
world markels. We would
be doing far more to en-
courage enlerprise and
discourage land boarding
than any other sociely.

For these economic pol-
icy reasons—and becnuse -
I believe this approach is
consislent with democra- -
lie principles of justice—
there is every reason why
investment in tand should
b singled oul to support
governmenl aclivilies,

I do not discount the
extent to which our pro-
blems have been aggrav-
aled by Federal Reserve
nmd other interventionist
pulicies of government,
Other wrilers have ap-
propriately. dealt with
issues involving our mon-
etary structure and liscal
probliems.

But as we examine the,

dynamics .of the global
aconomy. 1 do suggest
that. ‘we must  consider
whd has occurred with .
regard to lhe world's-
natural resource, raw’
malerials and agricult-
ural products markels.
Prices far almost all these
commodities are down
and show no sign of price
reecovery.’: This, price
disinflation -is a direct
result ol a collapse in de- -
mand for such commodi-
ties in much of the rest of
the world. ) f
- Belween 1973 and 1979
the price of crude oil ap-:
proximately tripled. This
protuced a “dramatic
transfer. of financial re-
sources from the industri-
alized to the vil-exporting !
natioms. The Uniled Stal-
es, Furope and Japan slip-
ped into recession while
the OPEC countries de-
posited billions with the
large banks. :
with few domeslic.
-clients for this money {ex-
rept for federal povern-

ment borrowing), U.S,
bunks won! 1o the less

developed countries. with
offers to provide linane-
ing {at lloaling rates of
20% and more} for indus-

trializalion projecls and.
“social wellare programs,

secured by the future

value of their exports. Un-

fortunately, Western con-

sumers were nol- noi

buying because of thie in-
creaserd payments being

made for energy and.
everything else. -

In the United Siates, -
tleregulalion of the bank-
ing industry and ¢limina-
lion of usury restlrictions
further shiflted the alloca-
tion of [inancial reserves
away from tradiltional in-
slilutions and inlo the .
now  high-paving money
marke! Tunds. The na-
titm’s housing and [in-
ance industries wera’
thrown into a teilspin
from which they have yet
to lully recover. The reai.
eslate induslry crashed
lwice: first in the mid-;
1970s and then again al

the end of 1879, taking -

the rest of .the economy
with it. .
_ Recession in the indus- -
trinlized West left the
developing nations wilh-

vut markels for their com- -

madilies, and the rising .. surface is o global cco-

., nomic disasler of major
proportions. Many Amer-

cost ol energy made com-

: p[elion-of mos! industrial-.
_izalion efforls impossible. |
-Demand and prices fell, ©

but inferest rales remain: -
cd high. Inlernatjonal
bank debt reached 1he.

T TESOUrces

rcompele in

crisis level in 1982 and,
according to many linan-
.cial experts. is simply
sgrowing worse at a slow-
.er rale.

The Internalional Mone-
lary Fund instructed the
deblor nations to raise do-
meslic taxes, cul out
spending and export . ..
exporl ... cxporl, As a
result. the Wesl has been
flooded by imporis al a
tim¢ when the number of
consumers with money to .
spend has fallen.

" Because of lhis “"mys-
_terious™ hall in price
rises in the United Staltes,
the Federal Reserve is ap-
plauded and the Reagan
adininistration given sub--

" stantial credil. Not every-
where, "bul in many
_regions of the counlry, the
landmarket has  once
again become the targel
of speculative investment,

| Greater purchasing pow-
er and the diversilication
in some regional econo-
mies have combined (o re-
new the speculalive vigor.
Land prices on Long ls-
jand, New Yourk, for ex-
ample, have increased by
20 to 25% jusi in the iasi

‘year.

Not far bencath

the

ican. producers of raw;
-malerials and . natural
have [ound
lhcmseilves. unable to
these rocks

- As Sweden found

out, you can even

lose ‘a star tennis
player if you tax
income at too high.a -

rate.
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boltom markels and have
faltered. Taxes, interest
rates and labor costs

have been “sticky down--

ward.” When agricul-
tural prices were riding

high, farmers speculated

heavily in acquiring more
land on credil at high in-
terest rates. _
It should have been no.
surprise thai, as countries
like Argentina. stopped
producing for domestic
consumplion and started
exporling,- food prices
would drop and the Inrm-

ers would be in trouble.:

Farm land prices have
dropped (to levels dictat-
ed by global market con-
ditions). which means
that ether farmers who
refused to play the specu-
Iation game are in a posi-

lion o vperale profitably..

Agribusinesses picking
up forclosed farms at to-

day’s prices should also:

be able to compele sue-
cessfully in this market. -

Those who gamble, lost;
and {though they were

given all the wrong incen-.

 lives and signals by our
government and the bank-

ors} those individuals are .,
going {o pay the ultimate”

price of losing their

farms.

Social and pelitical un-
rest in the developing na-
ions may be the catalyst

“for a delst repudiation or

moratorium against the -
1.8, and Buropean banks, -
i The only real solution, in -
" my opinion, would be {or -

these counlries {o -move
swiftly lo a lax system
“thal frees enferprise and
captures the nations’ eco-

nomic rent {i.e., a nalional

land value tax).
That is nol even re-
“motely possible, given the
current slate ol things.
Not otly is land in less-de-
veloped countries more
heavily concentrated in
the Irands of a few, there
(s litle recourse available
o the people through

democratic institutions. -
As the conflicts grow i

intensity and governj

menls are replaced, th

‘likelihood of repudistio
. Brows. Investors will not

wait very long before,
dumping their treubled

-bank stocks. Many banks
‘may go under, despile (he

likelihood of a govern-

-ment-sanctioned taxpa y-

er bailout, )

~ Perhaps Mr. Horrigan
will give us the benefil of
his expertise 1o explain -
how the Fed and the ad- . .
ministration can invoke .
some of the tried-and-true -
anfi-depression Keyné.
sian policy prescriplions
lo solve these problems.

My view continucs to

be thal we are runsing
oul of {ime required to
achieve necessary slruc-

“tural changes. Ending

monopoly, and tand mono-
poly in particular, shouid -
be our {irst political order e
of business.

&
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by Dan Rotlenberg

“The return for the use of

land involves no expenditure of

cffort on the part of the land-

owner in the capacily of owner.”.

Thus speaks Welcomat reader '

» Edward Dodson in his latest

irealise on land reform (see page
5] Although Dodson has some
inleresting points to make, his

. ventral premise, as arliculaled

above, is the questionable

‘conviction that the grass really

is greener in someone else's
yard—in this case, the yards of

"anyone who owns real eslale,

Dodson sees all of the advan-
tages of land ownership and

none of the Habilifies—flor exam-
ple, you can't move il, you can't
conceal it and, you can'l easily
liquidate it. What's more, whal- -
ever benefils accrue from land
ownership are usually ofiset by

-the high cos{ of mequiring and

mainlaiping one’s property. No-
body has a free ride in life—not
even land barons,

Liodson asks, "How much land
should any one person or family .
or corporalion be permitted Lo
conirol and so deny access io
thal land by others in need?” He
evades the stickier queéstion:
How do we measure “need"'?

.Dodson blithely remarks that
“Most Americans do not need to
conlrol much land because we
have become a nation of office
and factory workers.” But I have
a funny feeling that most Ameri-
cans, given their druthers, would
sooner own the corner of 17th

“and Market than work in an of-

fice or factory, and plenty of
them could produce ingenious
reasons why they *‘need”to own
that corner. :

So who decides whose need is
legitimate? The governmeni? Ed--
ward Dodson? I'd stick with the
hoary old free marketplace as
the least of all evils. Dodson to
the conlrary, land ownership in-
volves tremendous responsibility,



TO THE EDITOR

Real estate - taxes

To the Editor:
- The call for lngher real

eslate taxes to fund the
teachers’ contracl calis
for & change in the way
we tax real estate in
. Philadelphia. We must
now shill our present po-

licy ol taxing improve-
mernls and tax our land

value more.

A study authorized by -

* Cily Council and co-spon-
sored by Llhe Henry

George School shows that

if property tax rales on

buildings were sl at 6%
and land assessments at -
9.11%), homeewners in 59 ;

ol the cily's 66 wards
would pay less in taxes.

The main prupose of
this tax change is to
enconrage cconomic de-
velopment in Philadel-
phia. All available

evidence shows that this

would ba the ease.

Seven cilies in Pennsyl- -
vania already tax build- .
ings at rates lower than .
thuse for land. In Pitis- -

burgh, where they have
heen taxing buildings less
than land since 1979, new
construclion jumped 14%
s compared to the
1977-78 average, and
then 312% .and 590% in
the ensuing two years.

In Scranten, when they
doubled its land tax rale
in 1980, significanl in-
crease in conslruclion en-
sued. Every cily which
has dared to change has
seen a building bcmm.
{ollow.

The Urban Land Insln-«
tute cvoncluded in its re
port that the land value
tax is *n gnlden key to ur-
i rencwal—to ihe au-
tumatic regeneration of

the city, and not at pubhc

expense.’

Isn'l it time for Phila-
dolp}ua to join the grow- -

ing list of cities which tax
buildings less than land?

Because of the normal -

revenue needs ol 1886-87,

I'm sure City Council will -

be. asked to raise more
money. Shouldn’t Council

raise the additional reve-
nue by an increase in the
land tax only?

Our’ city, like many
large vrban citirs, faces
widespread unemploy-
ment. This year is a good

tive to local privale enter-
prise to build and expand
and prov:de more jobs.
And just think: A twe-rale
tax would not cost the ci-
ty government a single
penny.
: Wl][lﬂl’ll ]. Phillips
' Fairmount

°
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- members be urged to -

Aime to give added incen- .



April 30, 1986

The trouble wit

by Dan Rottenberg

“What our society needs. {
would argue, is not legislaled
sacrifice but the spirit of sacri-
lice—not people saying ‘There
ought to be a law.' but more
people saying, “There oughl not
to be a law.” . _

The above quotation appeared
in this column more than a vear
ago (Apr. 3,.1985) and launched
me into three weeks' worth of
ruminations abou! the relative
merits of the “compulsory' sec:
lor (government, lawyers, ,
monopolisls} as opposed o the
“voluntary™ seclor (the resl of
us, who make our living through
positive inducements rather than
hegalive sanctions). “Our socie-
ty.” I argued. “*has evolved 10
the point al which we now pos-
sess the {ools 10 solve many of .
our social problems ouiside ihe
realm of the law.™" - .

Ever since then, the Welcomat
has recejved a sleady stream of
essays and letiers from Liberlar-
ians who insist thal I'm one of
them. (Libertarians essenlially -
believe that anything goveroment
can do, the free enterprise sys-
tem can do beller. They're sort
of Yuppie anarchists: Instead of
lhrowing bombs, they throw posi-
lion papers.) Even as ] happily
published their missives and .
eéven found many of them re-
freshing and farsighted, I knew
it was only a matier of time be-
fore they discovered the bitter
iruth aboul me. Thal time has

“arrived. : '

Specificaily, on April 12th 1

wrote a column in the inquirer -
-suggesting thatl the SEPTA lare
box should be eliminaled and
public transporlalion in the
Delaware Valley should be fund-
ed entirely wilh laxes, jusl like
the police and fire depariments.
My point was that in a major ur-
ban area there is no wiser and

"goal. Bul the truly

. our lol

more efficient use of public
funds than to make it as easy as
possible for people to gel from
one place o another.
Two good Libertiarian readers
responded with leiters—not 1o
the Inquirer, bul to the
Welcomal—aecusing me of .
apostasy and incopsistency {Apr.
23). "I was very shocked .. . '
wrole Warren Meyer of Fair-
mound. “In the past. you have
consislently offered free-markel
solutions to sogio-economic
problems,””
- Well, the lact of the matter is
that in the best of all possible
worlds | would love to see
[ree-markel solutions to all

* problems, even military defense.

Especially military defense. {(How
many wars do you suppose there
would be if Reagan and Gor-
hachev had to seak volunlary * 7
contributions in order loﬁf)roduce
nuclear bombs—even if they
offered T-shirts and book bags
as inducements?]

The problem is that we do not
live in the best of all possible
worlds, nor will we ever. A
voluntary society, free of coer-
cion of any sori, is a worlhy
pertinent
question is: What do we do.in
the meantime? How dg we |
evolve in that direclion without
impairing our day-lo-day sur-
vival? How dp we build on gur
existing foundations to improve
and the lot of the world? |

The trouble with Liberlarians
—like all ideologues, left and
right—is that they do not ask

* these questions, They do not

think in terms of evolution They
look at the idiocies of thousands
of vears of human civilization

and think only that these trage-
dies could have been avoided if
their ideology had been in force, .
They fail to see that eacl mis-

take, however painful. was part -
of a necessary and valuable '

i

learning process.
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ibertarians

People spent lens of thousand_é
of years throwing rocks and

- spears al defenseless animals in;...E;
"order to eal; only the develop- s

ment ol agriculture and {more
recenily) meat substitutes has

- emboldened animal righis advo-

cales 1o suggest that all that kill-
ing may nol be necessary. A ‘
century from now. esting beef
may be perceived as sinful—like
ealing hwman f{lesh, or horse-.

. meat; but two thousand years

ago the same practice was:a

. necessity, We could not have ‘
! reiched our present stage of en-:

lightenment without the help of |
our brulish hunter ancestors.
Similarly, the world’s great
democracies all tolerated tyran-
ny once upon # time—for the -
simple reason thai, at the time, -

- lyranny seemed preferable to

the alternative. which was -
chaos: Only under the relative’
order provided by tyrants were

‘people able to fligure out ways to)

make tyranny unnecessary:
. How do you explain, for exam-;
ple, that virtually every ad- .
vanced civilization-~Europe and
japan spring to mind—has at

some stage of ils history passed

“through a period of feudalism?

(North America missed out on
feudalism, but we did have in- -
denlured servitude and, of *' "
course. slavery.) Today feudal-
ism seems archaic, but in .0 - |
another time and place it struck
people as a good deal all

around: the peasant farmer gave .
up his freedom in exchange for
the feudal lord’s protection, and
in the process lands were ‘
cleared that no one had previ- -

ously dared to farm. That
strengthening of society’s * -

“ productive resources turned out

tv be a vital step along the long,

- lorturous read to a free society..

Thus each social system—., -
feudalism, nationalism. capital- "
ism, socialism, liberiarianism-—is .
not an end in itself, but merely a



new level in a sociéty’s collec-
live, cumulative education.” And
the relevant guestion is not
“What is the best sysiem? but
“"Whal is the best system for
this particular- lime and place?”

My inierest in {res-market so-
lutions to public problems stems

“ primarily [rom my feeling that
Amaricans have grown so-
sophisticaled al communicaling
nan-violently (through the media.
organizations, unions, boycolis,
demonstrations and, most impor-
tanlt, the consumer’s power of
the pockethook) that government
may be much less necessary
than we bhelieve. Bul I wouldn'l
dream of suggesting the Liber-
tarian model lo preseni-day
Russians—with their duthoritar-
ian mindset—or lo 13th Cenltury
Burgundians, with their lack of
books and telephones.

Thus every problem is best
solved not in an ideological con-
text, but in the contexl of ils
time and place. Huge public
school bureaucracies, for exam-
ple. may have represenled the
besl means of educaling Amer-
ica’s huddled masses through
most of the 20th Century, bul
they did their job so well that
many urban Americans today

~are jusl as smart as the teachers
and principals-—and jusl as
capable of deciding how their
kids should be educated. That's
why a cily like Philadelphia .
would be wiser today o get out
of the cducalion business and
simply give each school-age .
sludent a voucher to be spent on
the school of his family's choice.
Bul such an approach would not
-be the best solution in small-
town or rural areas, which’
couldn’t provide a variety of
school choices and where the
public school bureaucracies are
slill of & manageable size.

Urban mass transil, on the
olher hand. is the opposite case.
Small-lown and rural folks can
gol around by thomselves loday,
thanks to the aulo: city dwellers,
packed tightly together, can’t. By
«liminating the fare box and
thus unlocking the public’s ac-
cess to goods and services, we
Philadelphians will relieve much
of our other dependence on gov-
arnment services. (For example,
if the unempioyed could travel
freely to and from job inter- .
views, more of them would pur-
sue jobs and public wellare
cosls would decrease.) Ultimate-
ly. as such a syslem pumped

unprecedentied health into the ci-.

ly’s econemy, some entrepreneur
would discover a way lo make
money on mass transil for jess
than it costs SEPTA to do the
job, at which point government
wisuld get but of the transporla-
tion business. just as il ought to
be gelling oul of educalion.,
What I am saying, you see, is,
that “*[ree-fare” mass transit is
not an end in itself, but merely
the equivalént of a “*feudal’”
period in the Delaware Valley's
transit evolution: Il represents
gur most efficient means of eco-
nomical survival until we coeme
up with something better. Like
feudalism itself, il’s a phase we

musl pass through if we hope to -

reach the Libertarians' {ree-mar-
ket promised land. There is no
short-cutting the process. The
means matter more lhan the

ends. The by-product is miore im- -
portant than the product. Getting.-

there is half the fun. Thal is the
lesson of human history. 1 find it
a pretly excrmg Tostbn, oryseld




To

THE

EDITOR-

July 23, 1986

Libertarians

To the Edilor:
Your April 30th editori-

al "'The trmnblo with
Eiborla rians,”’ has been in
my “things o de” folder .

awaitling the proper mo:
ment for a response. To-
day secmed like the
npproprml a lime,

You were crilicized by
a number of supposed
libu_rtar!aus for advocat-
ing broad-based tax sup-
port for mass {ransit. You
responded Lthat while “'a
voluniary society .. .is a
worthy goal,” we must
“pvolve in that direclion
without impairing our
day-to-day survival.”

On the issue-of mass
lransit, those who have a
vested interest in Phila-
delphia’s economy might
consider a plan that
charges user fees (say,
three times what is cur-
rently charped) enly lo
those who are leaving the
cily. This plan might be-
come a deciding. factor
for those {rying lo decide
whether to work in Phila-
" delphia but live in subur-
ban communities.

As for the raising of
revenues from laxation,
the avaxlablhly of such
public services plays a
significant role in pushing

-up land values: therefore, .
that increase is an ap-
propriate source for the
needed revenue,’

A question you raised
asked why it is that all so-

“cieties in history have

passed lhrough [eudal-

ism. Feudalism is part of .

the *natural scheome: of

© things wjlgr_e,lhe bunler-

protector class manages
lo also appropriaie the
lands of an ag‘rnrian
socioty.

Of all the socielies in
history, Murray Rothbard
was able 1o [ind only
one—~the .Celtic Irish—

who managed to thwarl,

the rise of a.monopolis-
!wfnpprr“:we siate, . This
lasted only as long as

“isolale

. ism .

“put

these people remained
from mainstream
LEurasian culture, The En-
glish then hrought feudal-
and . ils . elitist

struclure to Ilberatarlan

_lreland

Statism is, un[ortunale—
ly, the direction in which-
the elitists have taken us.

Mainstream.conserva-

tives want the liberty of -

being able 'lo establish’

monopolistm copitalism @ -
withoui restriction while i’
‘diclating conlrols over in- -
dividual actions in. lhe.r"

_realm ol morality.

‘Mainstream liberals'

call {for Ireedom of choice
but are unable to accept

a compé[;lwe econom:c:.
.model - where there s

failure. .

Both. group*} operate'f
assumplions of.

group hierarchy—of lead- |
- ers making the decisions .

under

and followers doing what

they are loid Lo do.

1 The libertarian. sees
‘these philosophical con-’

flicts and prelers the

dangers.-of , private mo-,

nopoly to state monopely:
the libertarian extois the
virtuos of private schools,
hospitals, ' roadways,
police "protection and

courts—a sociely buill on

private contracts.

Whalt you have péinled :

vide the framework for
an incremental, evolution-

is .that liberlarian-
_philosophy does not pro-

ary dismantiling of the ex-;

isting structure that will
also provide each citizen

the birthright of Pquahty _

of Dpportumty

Those who seripusly
want to achieve the goal
of a society based on
volunlary !

coniracts.

should look to what the

Georgists have been say-

ing for, the last century.:
The problem with the:
world economy and the

. primary justificalion for

heavy-handed govarn-f

been to soften the effecls

_mmailmlervenhon in our”
daily lives hag ostensgibly -

‘resources have n
"production cost.” Except

“gontrol:

of tax'and property laws
that have historically pro- |
tected’ the wealth- and
power, 'of the few.

We "need tax: and
property laws that. will
stimulate s universal rise |
in the
of citizens 'everywhere
throtighout ihe world. We
need equah!y of opportu-
nity ‘and an’ ercsion of '
mmmpohstlc ‘! protec-
tionism. *- i

. The Gﬂorgast pmposal
is to gradually réduce and ;
then eliminate all taxa-!
tion timposed con the.
pr(}durunn of phquﬂl;
rwealth ((i.e!. end wage :

liaxps salecx faxes, " perni‘

-sonal properly laxes, in-’
‘heritance taxes and that |

‘portion of the real estate’.

tax falling on improve:
‘ments) Al the seme time,
make up the lost revenue
by applying a }ugh_er rate
of ‘taxation’ to "the as-i
sessed value of Iand and

.Ilahlrnf resources. } v Ul

I will anticipate your;
quoshon by ‘answering '

what: thxs= uuld ac-:
complish, i o
i Land andn nalural

“‘zero

for the fact that the state
“has - permitied [ private
over land. and
natural® resources,. each
;of us .could access them
‘egqually! Our government
gave awavy large portions
of this country to the rail-
roads and to speculators,
What . little . :
homesteaders - obtained -

eventually found its way .
rinto -

the
poWer{ul

~hands of the
“whosa ' in-’

[fluence in the siale and
federal governments end-:
_ed forever Jeflerson's vi-~

gion of a nation of yaoman !

farmers...- P oo
Today, the source of

this nalion's material

weallh is controlled by n.
very smali number of pro--

ple; over 90% ol all tho
privalely-held land in the
United - States is . con-
irolled by less than 5% of

Unqumphnn power {

land .

. our population, This and.
worse. concentrations ol
landownership  exisl
throughout ths entn e,
world.. P

* Asa result, we live un-
der a very unstable global
economy, a fact those in
powear. use 1o entrench:
and expand their contirols

" gvar economic (and polit-
ical) aclivity, Whather-we
taik about the siate-
socialisin of the Soviet
Union, or stale-capilalism
as exists in much of Latin
America, or simply the
heavy stale-intervention
of the Uniled States and
Waestern Europe, the long

- run oulcome is the des-
truction of what individu-
al liberties we have left.

Al least we Georgisls
have identified a way oul

[from under the grip of

-slatism, While I have lit-
He hope thal those who
have focled lhemselves
into thinking socialism is
anylhing bul a road to
slavery. I am puzzled by
the narrow-mindadness
of many liberlarians, who
ought 1o pull their heads
oul of the sand and get in
there with us Georgists in

our fight for mcamngful

. change.

Edward i. Dodson
Cherry Hill

Editor’'s comment:  In
my view, your generally
lucid discussion degener- -
ales into rhetoric precise-
Iy when you reach your
cenhul point. Who are

“the powerful” of whom
you speak, and precisely
how did all that land "find
its way into their hands™'?
You assume " that land
ownership is all blessings
and no hassles, bul a
landlord in North Phila-
delphia might tell you
otherwise. ‘Ditto for. the,

" owner of a farm-on the;

Israeli-Syrian border.;
And if 90% of the land is:
controlled by less than 5%:

" of the people, so what?\
* Many people have no;

- desire- to. own land,- in-!
cluding many rich and
powerful people—Wall,
SUGP[ investmeant banki

ers. for axampls, ,
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ETTER

TO THE EDITOR.- =

Land ownership .

To the Editor: -

In several editions of
the Welcomai diring the
past year I have present-
ed a theory of justice built
on: the acceptance of two
" premises. The first is that
the earth is the birthright
of all manpkind; the se-
cond, that natural proper-

ty must be produced by .

humen labor and capital

goads, _
The first statement

simply means that be-

cause we are all haman, |

we have a natural right to
requally access nature in
order to miriure our sur-
vival. What
produce by our efforis is
our property, to which we
have tetal and mahcnﬂble
rights..

From this centml the-
ory of justice, I have at-

we then

tempted to show where -
our own and elher socie- !

ties have succumbed to
positive law inconsistent

with these principles, T
have argued that land .

ownership, which is stat-

ic and produces nothing, |
has no basis of legitimacy

under just law.

Land ownership is,

therefore, a privilege {in ,

the form of & license o |
use] rather than a right ,

associated with natural
property. As a license to
-use, land ownership
should bring its return to
the enlire citizenry rather
than any individual user.

Importandly, what is
produced by the individu-
al after paying for such a
license must, if jus! prin-
ciples are o be followed,
be treated as property.
Any attempt by the state
or other parties to confis-
cate such property by
taxation or force violates
the priiciple of justice

and-is theft. This restates -

my position as succmctly .

as 1 can.

-+ heading
~that my presentation “'de—

'You suggest in reéspon-
se to'my récent letter {July .
23}, published under the

“Libertarians,”

generates into rhetoric.™

basis of principle or fact,

" What is most intriguing is -
- that you do so not on the :

+

bui on an apparent iack .

of historical perspective.

The history of how the |

territory we now occupy
was acquired and settled
should - be. example

ernough.
It tock the native tribal

- groups a while, but they '

eveniually came to under- -

culture and very survival

"in the presence of the Eu-

_the game,

‘land and
~iheirs.”

ropean. The first major
aitempt to thwart the
weslward advance of the
whites was made by the
great Oilawa chicf, Pon-
tiac, His own people were
disorganized, technologi-
cally backward and nu-
merically inferior.

Historian Allan Eckert,

in his narrative The Con-

guerors, writes that Pon-.

tiag “*did not think it was
possible that any of the
tnbos could fail to fall in

‘with him when he ex-

plained to them how the
English destroyed the
forests and fields, killed
laid waste
wherever they went,

_sland the danger to their .

, spread sickness and hurt .

and, most of all.-drove the
Indians from their awn |

took it as
As Pontiac then knew,

and as other lndien chiefs

.would learn, “the {whites)
‘were all the same—give

‘they took acres.

them one tree and they
took the forest, give them
one foo! of ground and
Give
them acres and they togk

. the country."

Pontiac had reason to

'fight against the massive

“denial of rights he and his

fellow tribesmen ex-

_waotild have kepl the land

. for his own people had he |

been able to do so.

There has rarely ever '
.been a period or place in °

- history where the princi- '
. -ple of equal access to na-

ture has been the rule.
Politics has always stood |
in the way of justice. The '

tribes of North America
often-used land common-
ly amongst themselves,
but they [ought to main-

tain exclusive control. '

over lerrilory against all
others.- ‘History is an end-
less series of attempts to
,monopohze nature.

S0 while I commeand
your willingness to print

ideas with which you do
not sgree, 1 cannot help o
but feel sorrow thai you, -

can respand *Sa What""
to the knowledge that

control over the world's -

land and natural

re- .

sources is becoming more

. and more concentrated.
: - Moreover, land
, capital ownership in the

i United States have be- |
; come concentrated in the ©
t hands .
. decreasing number of

of a rapidly

:\ corporate and: govern-

periencad; but he too -

20

. ment entities.
: While there is no dlS—
| tinet land-owning class or
capndimi ciass, our soci-
oty
growing maldistribution

ts experiencing a !

and ;

of waalth ownership. The °

-ownership- of stocks,

bonds #nd government
-securities (representa- |
‘tions of physical wealth} .
is also hnghly concen- .

trated. {
Over time,

it has be- !
come more snd more :

difficult without heavy
state intervention for the ,
lendless or the capitalless -
. person to compete in such -
.an arena. The situation in .

most other countries‘is .

. far-worse.

. The tragedy is that far -

too many of these who are
“genuinely

concerned |

i‘about the global maldis- .

+ production. :

trxbutlon |of land ‘and

industry,! nationalize’’
land, nationalize educa--
tion, nationalize medicine

and nationslize equahty" ‘
" of distribution.

Tha Marxists would do
so without regard to in-"
. dividual contnbutmns to

If thosa on the left win, -

" wealth ownershlp are
- ungquestioning ' statists.
. They want to nationalize

i

we end up with state so--

cmlxsm

if those on the °
t.right win, we end up with |

state capitalism; if we do -

. nothing we will continue ;

to experience a deteriora-:.

tion of respect for natur-
al property and a society
-existing in a condition of
strife between the haves :
-and the have nots.

Either way, in the end, i
we will lose our freedom’
unless we stop confiscat-:
ing natural property and *

" begin collecting for redis- '
tribution the walues at-.

tached to the granting of, - .

hcenses to access nature

o Edward] Dodson'*
: Cherry I—hll NI

= Edltor s ccamment How
“can you bring ~about a
redistribution of lond
ownership; without some °
form of compulsion—that -
is, statism? And how can
you be sure that such a-
‘distribution would be
more fair than what we
+have now?.-And what
would you do about all the

eaple like me who would

just as soon forego the':

" responsibilities of . land- -
ownership'and focus our
talents and energles m
Uther dxrectlons?




Land ownership

" T the Editor:

You and [ have ex-
changed views and raised
gquestions on issves of
great importance, from
both the . philosaphical
and the practical points of
view. Few others have ap-
parently “been moved o
express themselves,

I pm frankly guite per-
plexed. T wonder if you
have any thoughts as e
why thig has been so.

5till, vou raise impor-
tant questions concecning
the standards by which
justice is to be measured.

First, you ask: How can
you hring about a redistri-
bstion of land ownership

without some form of
compulsion—-that ik,
statism? And how can
vou be sure that such a
disivibution would be
more [air than what we
have now?

As a practical matter,
any debate over the dis-
tribution of wellbeing pos-
sible within a stateless
society remains a purely
intelicetual exercise. Not
being an anarchist. { do
noi foresee a time (at
least for many centuries)
when ihe presence of the
state will not be required |
te arbitrate those in-

stances of conflict arising
out of the exercise of in-

dividual asctions. Many
such occurrences will in-
volve the violation of the
liberty of one segment ol
sociely by the exercise of
“license’' on the part of
another.

What is essential, in
my view, is thal our 8ys-
tom of law meel the fsst

" of justics [ previcushy out-
lined (ie.. each of us is
horn with an equal right
to access the earth; that
only production  consti-
tutes properly to which
the individueal has a
natural right; and, that
the state sanctioning of
any privilege creates un-
natural property, the
vahue of which belongs to
speiely as 8 whole)l

- systom.

How we aclt toward
one another is, of course,
heavily influsnced by the
siructure of sur polilical
A sysiem that
concentrales ils energies
in the support of justice
should require far less
aoercion to enfoerce just
laws than the lavel we
now experience. The
state may not wither
away bul should recede
in lerms of inlerference in
our sveryday lives.

The structural changes
I have presenied wilt
bring about an sventual
“redistribution of land
ownership.” The speed of
such change would be ted
io ihe degree of gradoal-
ness under which tax and
property laws wers
changad,

I have said nothing

- about impoesing a transfer
of land titles from one-

group of individuals to
others; 1 indicate only
that thoss whe do hold -
tle to land should he
relieved of its annual ren-
tal value in return for the
state’s sanctioning of tha
License given (in the form

"of title} ihal prohibits
eithers from gaining,
. BOCCESS. ’
Some landhelders-—

those who have neither

‘the desire nor ahbility io

actually use land for
proeduction—will ralin-
quish fsell or lease) rather
than absorh taxes equat-
ing to the land’s anpual
rental value,

Coercion? To a dagree,
yes. Bul guite market-
driven and consistent
with the above requisites
for justice. And [ hope it
iz not necessary to argus
the peint that o measure
found to be just is, by defi-
nition, also fair.

You slae ask: What
would yoa do ebout all
the people like ma who
would just ss soon forego
the respongibilities of
land ownership and forus

our ialents and energies’

in other directions?
Justice reguires that

sach of v be free to ex-

arcise our liberty in any

5

23

that

5

manner inat doss not ine
fringe upon the liberty of
angther. Those who
direcily work the land
would pay ne laxes on
whai they produce; thus,
the more prodoced, the
greater ithe wealth ac-
cumulated. This would be
true regardless of
wheather one leased land
from another or owned
land directly.

What the owner would
receive in ioasing {ees
would equate o the anno-
al rental value and be
paid to the siate, as the
agent of society, Thus, the

“Handowner must do some- !
thing else besides simply
own land——must produce

c geads or exchange labor
a6 services-—10 survive,
Land ownership might be
a prescoupation, but is

not a productive occu- | . .
[ two: Te the Almighty God;

jand to all His Children of

pation.

Only those who desire
to direcily work
land—whether in farm-
ing, mining, forestry,
aguaculiure, or real es-
“tats developmentewill
find it financially sound to
assume 'the responsibil- -
ities of land ownership.” .
The commodities they
produce will siill have o
be processed, packaged,

transported, markeled
and advertised before

production is complete.
And, hers is where most
of us come inlo the
poture,

The difference is that
while the concentration
af iand ownership will not
decreass  dramatically,
the landowner's claim on
producition will have dis-
appearced. Only those .
who actoaily produce
wealth or offer (heir seyv-
icos to direct producers ¢
will share in production.

is thore, | ask, a betier
standard of justice than
embodiod in these
principles? They are con-
sistent with cur spiriiual
heritage and are to be
found in the highest order
of political philosophy.

the :Men

September 3, 1986

tenry George relisd on

| the same sources lor

‘guidance in writing bis
master work, Progress
vaned Poverfy as had Paine,
Tefferson, Madison and
"Franklin. Their search for
jusiice rested on judeo-
Christian tesachings, to
.which was added the po-
litical ideas of Locke, Tur-
gol, Quesnay and Smith.
Counlless others individo-
ally came to the same un-
derstanding, Among them
was Thomas Carlisle
who, in Past and Present,
gives ug much to ponder:
“Men talk of 'selling’
Land. But the notion of
‘selling’, for certain bils
jof metal ... how much
morea . the Land of the
World-Creator, is a
Pridiculous - impossibility!
Properly speaking, the
i Landd belengs to these

that have ever
warked well on it, or that
shall ever work well on iL
Mo generation of men can
or could . . . sell Land oo
any other principle: it is
not the properiy of any
genaration . .. but that of
all the pasi generations
that have worked on it
and of all the luture gnes
thet shell work om 6.7

idward 1. Dodson
Cherry Hill, N_j,

(The Welcomat ed-
itor printed, but
did not reply io,
the above letter.)






