from the
editor’s
notebook

Things I never knew till now: The rail-
road land grants were Uncle Sam’s best
real estate bargain, according to Louis
Menk, board chairman of the Burlington
Northern. Besides opening up the West,
he says, the original land value of $126
million was repaid to the Government ten
times over through reduced rates on U.S.
mail, troops and freight. Do you really
feel better when you stop hitting yourself
on the head with a hammer?

* * #

Land prices in developing areas have
soared 400 to 500% over the past 20
years, and urban consultant Sylvan
Kamm says this is because Americans
have been trained to think land is a valu-
able commodity and fear it is being
grabbed up by a burgeoning population.
He says it isn’t true and cites the White
House commission on urban growth as
saying if all Americans were crowded into
Texas and Oklahoma population density
would then be comparable to Britain and
West Germany. He wants Congress to
grant incentives for high rise, high density
living and ceilings on land values accept-
able for mortgage purposes. He suggests
profits from trading in undeveloped land
be taxed as ordinary income and no
deductions be allowed for local property
taxes and interest on loans secured by
undeveloped land. How can you get so
close and be so far away?

* % #

A recently enacted statute in Wisconsin
exempts from taxation the lots in a sub-
division that remain unsold. Two actions
have been brought in the state court, one
seeks to have the law declared unconstitu-
tional and the other seeks to correct
alleged inequalities of assessment. The
actions are brought by the Beloit Chapter
of the Wisconsin Property Owners
League. The constitutionality of the law
is attacked on the grounds that it permits
inequality and lack of uniformity in
property valuation. The attempt to gain
relief from such uneven taxation of land
is based on the same grounds. Interest-
ingly, no mention is made of the windfall
profits developers are being granted as a
form of subsidy by this tax exemption.

Prentice Scores Land Speculation

The following excerpts are from a speech
to the Homebuilders Association of
Greater St. Louis delivered late last year
by Perry Prentice, president of Schalken-
bach Foundation.

Right here on the 600,000-0dd acres
of St. Louis city and county, the Eastern
tip of St. Charles county, and the North-
eastern tip of Jefferson county, there is
land enough to house the entire 1970
population of the whole state of Missouri
at single family densities, with nearly a
quarter of a million acres left over for
airports, factories, shops, office buildings,
schools, golf courses, and fox hunting.

And if you ever get around to making
full use of your land you would find that
all the people who now live between the
Mississippi and the Rocky Mountains in
Missouri, lowa, Minnesota, North and
South Dakota, Montana, Wyoming, Ne-
braska, Kansas, Colorado, Texas, Okla-
homa, Louisiana and Arkansas could live
here without being too overcrowded.

Now please don’t think I'm seriously
suggesting that 40 million people should
come live in 600,000 acres in this corner
of Missouri.

Now I'm not questioning for a minute
that your land problem is not only real
but urgent and critical. But if we can’t
blame the problem on God, who then is
to blame and why are you builders facing
a land shortage in the midst of so much
plenty?

Your problem is not there is any short-
age of land. There’s morc underused land
here than you could possibly put to full
use in the lifetime of the youngest man in
this room.

Your problem is that the people who
own this land are hanging on to it and
won’t let you buy it from them now to
put it to what economists call “a higher
and better use.”

And if I were a landowner here you
can be very sure | wouldn’t let you have
it now either, even if you cut my zoning
from two acres to one acre or to half an
acre or to five lots per acre or to planned
unit density. I wouldn’t let you have my
land now, because . . .

1 — I'd know from what’s happen-
ing around every American city that
the longer I hang on to my land the

more | could make you end up paying
for it;

2 — I'd know that since World War
IT land prices have been going up 6.19
times as fast as the rest of the price
level;

3 — I'd know that the one best way
to get rich in my sleep (to use the
phrase first applied to the great clas-
sical economist John Stuart Mill)
would be just to sit tight on my land
and do nothing until an enormous in-
vestment of other people’s money and
other taxpayers’ money to develop the
land around my property had multi-
plied the value of what 1 was holding
off the market;

4 — I'd know that urbanizing land
on the urban f{ringe can raise its price
from a farm use value of say $500 an
acre to an urban or suburban use value
of $5000 an acre or $10,000 an acre
or often $20,000 or more an acre; and

5 —I'd know that today’s crazy
misapplication of the property tax and
today’s crazy undertaxation of land
would let me cash in on the enormous
land profits of urbanization without
contributing more than a few pennies
per dollar towards meeting the equally
enormous costs of urbanization—the
costs that somebody else would have
to pay to make my land worth ten
times as much, or 20 times as much, or
40 times as much as its pre-urbaniza-
tion value.

Let’s stop a minute to take a quick
look at these costs someone else has to
pay to enable urban-fringe landowners to
get rich in their sleep:

Five years ago the Regional Plun As-
sociation added up those costs of urbani-
zation in the New York arca to $16,850
of 1967 purchasing power or say $20,000
of today’s dollars per residence just to
pay the proportionate capital cost of the
new streets, new schools, new water sup-
plies, new sewage systems, new police and
fire facilities, new hospitals, new univer-
sities, new libraries, etc., etc., etc., that
would be needed to make that residence
and the land for that residence reachable,
livable, and richly saleable. That $20,000
per residence fligure would work out to
quite a bit more than $20,000 per lot,
When you allow for multi-family multiply-



