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THE
GOOD

" . . . who shall measure the heights to which our civili-
zationmay soar? Words fail the thought! It is the Golden
Age of which poets have sung...! It is the glorious
vision which has always haunted man with gleams of fit-
ful splendor . .. It is the reign of the Prince of Peace!"
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The Challenge of Henry George

Two important issues in the study of the ideas
of Henry George and their reception by his and later
generations have been raised in the investigations of
Aaron Fuller, Gene Wunderlich and Terence Dwyer:
the legitimacy of George as an economist and the
significance of his analysis for economics.

Let me begin with Fuller's correct assessment
of some or much of George's writing as hyperbole.
If we mean by hyperbole that an argument is over-
stated, that excessive claims are made, then surely
George's characterization of the moral and social
regeneration to be expected from the single tax
qualifies:

The sterile waste would clothe itself with
verdure, and the barren places where life seem-
ed banned would ere long be dappled with the
shade of trees and musical with the song of
birds. Talents now hidden, virtues unsuspected,
would come forth to make human life richer,
fuller, happier, nobler. . . . They need but the
opportunity to bring them forth.

Consider the possibilities of a state of
society that gave that opportunity to all. Let
imagination fill out the picture; its colors grow
too bright for words to paint. Consider the
moral elevation, the intellectual activity, the
social life.

by Warren Sarh uels

LR R B R R R E R R EEEEEEEREEREEREREE RERSE.]

Dr. Warren Samuels is professor of economics

at Michigan State University, East Lansing.
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But lest we denigrate George unduly, let us
consider the hyperbole embedded in conventional
practices in economics. First, limiting assumptions
are used, and conclusions are drawn and then exten-
ded beyond the reach permitted by the assumptions.
Second, partial equilibrium solutions are used as
proxies for general equilibrium solutions. Third, as
with Say's Law and the Coase Theorem, there is
casuistic manipulation of assumptions to maintain
the ostensible integrity and viability of certain
desired conclusions.

George's immodesties are obvious; those found
in more orthodox economic analysis are more subtle
and recondite, but no less present and significant.
Hyperbole lies without deceiving, Macaulay said, but
our kind deceives even ourselves.

Why has George's legitimacy as an economist
been an issue? He clearly had mastered economics
as it stood in the 1870's, that is, principally, classi-
cal economics. The original definition of an econo-
mist "one who is conversant with, or a student of,
economics (the science)" is more inclusive, but the

(cont'd on Page Eleven)
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EDITORIAL

Keith Forrand is a good citizen. He was in a
fast food eatery when it was robbed. He gave chase
in his car and caught the thief. For his pains, he
was shot in the face. He sued Jack-in-the-Box for
compensation and was awarded close to $3 million.

One's sympathies are entirely with Keith, but
hardly with either the suit or its conclusion. To
hold a business responsible. for the off-premises
maleficence of a young hood provides further
demonstration of the infinite capacity of our legal
system to feed lawyers rather than dispense justice.

We now enjoy, if that is the word, one dedica-
ted legal professional for every 410 citizens — up
50% in ten years. And law schools spew an annual
35,000 new mouths greedily to draw sustenance
from mountains of work spawned by legislatures

Somehow, these lawyer filled factories pro-
duce 150,000 new laws every year, and each one
buds a double handful of labyrinthine regulations.

These people have confused justice and law.
Good law doesn't produce justice. Good law is the
consequence of justice. With justice absent, a mon-
strous and near hysterical flood of legislation does
no more than confirm existing injustice.

Lawyers who would tackle the problem, must
first seek a just society. Do they know what it is?

hp

This is a magaz ine of opinion, comment and debate. The opinions are
those of the Editor and contributor s. Re sponsibi lity for unsigned com-
ment rests with the Editor. Contributions and letters are welcomed.
They should connect with the broad subject of political economy,
which concerns it self with Man as a person and as a member of society.
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(cont'd from front page)

more recent use of the term "one versed in the
science of economics" includes George, even if it
should, regrettably, exclude one or two of his cri-
tics. George actually was quite conservative; he
largely accepted classical economics, and his theory
of economic policy gave effect to the values of an
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FRANCISCO TORRES : July 14th - 17th, 1983

Self-Improvement Intensives!
"Overcome your Peace of Mind"
"Whine your way to Alienation"
"Career Opportunities in Iran"
"How to Prevent Biofeedback"

Do It Yourself Workshops!
"Brain Surgery By Mail"
"Sinus Drainage in Your Home"
"Make $100 From Real Estate"

Health & Fitness!
"The Joy of Hypochondria"
"Guilt Without (High Fiber) Sex"
"Suicide and Your Health"

As yet, none of these subjects-have been
accepted for the Annual Conference of the
Council of Georgist Organizations, yet the
Program will still be fun and informative.

We'll meet at Francisco Torres Conference
Center, a short 12 miles north of Santa Bar-
bara, little more than 100 miles north of Los
Angeles, a scant 300 miles south of San
Francisco, fewer than 3,000 from Boston.

Both food and accommodations are good.
Recreation includes a 25 meter swimming
pool, lighted tennis courts, a billiards room
and a sand volley ball pit. Vending machines
and laundry facilities are ample, and on the
doorstep are the glorious Pacific beaches.
For information, contact :

Council of Georgist Organizations
5 East 44th Street
New York NY 10017
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industrial capitalist system.

But in our time there is another sense in which
the term 'economist' is used: to designate the mem-
bers of a profession which, by its research, adds to
the body of economic science; or, by applying the
science, develops advice for decision-making on
economic problems for government and business ex-
ecutives and legislators as well as private individu-
als; or, by teaching in academic settings, trains the
next generation of men and women to qualify for
the designation under one or another of its rubrics.
The question of George's qualification for the desig-
nation arises because he ran up against the arro-
gance, hubris, and entry barriers of a newly profess-
ionalizing discipline.

But it is not only professional snobbishness that
must be called to account. George also was per-
ceived as unsafe. Although he believed that his
policies would extend and strengthen individualism
and the system of nonlanded property, others, sensi-
tive to any challenge to established property rights
and to policies seemingly socialistic (George thought
his policies would prevent socialism), considered his
proposals anathema. Many believed he opened the
door to even worse change, although the threat to
landed fortunes was serious enough in some eyes.
George, accordingly, was and has been suspect as an
economist because he was a professional outsider
(as the profession came to define itself) and because
he raised issues which many believed it dangerous
to associate with economics.

Even so heterodox an economist as Simon
Nelson Patten would restructure economic theory to

. render it immune from dangerous conclusions such

as those offered by George:

« « « « @conomic doctrine must be recast so that
it would rest wholly on present data. It will not
accept socialism; and to free itself from the
snares into which it has fallen through the care-
less statements of its creators, it must isolate
itself more fully from history, sociology and
other disciplines that give undue weight to past
experience.

The central theme of Georgian positive eco-
nomics is clear and significant: the structure of in-
dividual opportunity sets has been formed, to an im-

Page Eleven



THE  GOOD SOCIETY!
Box 655 — Tujunga
California 91042

Address Correction Requested

NON-PROFIT ORG
U. S. POSTAGE

PAID
PERMIT 20

=
R £ WA
2% AV e

portant degree, through the evolution of landed
property as an institution, and the distributions of
income and wealth (as well as other facets of eco-

nomic performance) reflect, in part, the identifi-

cation and assignment of real property rights.

George raised two fundamental policy issues:
1) he questioned the terms of access to and use of
land as channeled by real property and other rights,
and 2) he asked whether the institution of landed
property then extant was anachronistically suited to
the enjoyment and wealth of some as contrasted
with all individuals.

Whatever one's normative views on these
matters, the positive analysis and the policy ques-
tions are fundamental. Both were anathema to an
establishmentarian perspective once any actual or
potential conflict between landed and nonlanded
interests had been resolved.

The famous controversy between George and
Francis A. Walker over the interpretation of data
from the census of 1890, recalled by Wunderlich, is
significant in precisely this regard. Data on land-
holding and their interpretation were important to
both the analysis and the critical question of policy,
for the data would help define reality and influence
the probative value of alternative policy premises.
The distribution of land ownership and the trends
therein are important and certainly were deemed
so by most parties to the controversy.

Page Twelve

Wunderlich, therefore, is absolutely correct in
identifying the importance for policy analysis of 1)
specifications of universe and of unit of observation
and 2) data construction per se with regard to all
"facts" pertaining to land. Manipulation of such
"technical" matters could and did influence people's
definition of reality.

George challenged the value system associated
with landed property as it then existed as a pre-
eminent institution in American society. In doing
so, he also challenged both the theory and data con-
struction upon which important areas of economic
analysis rested. To a very large extent, the discip-
line of economics has sidestepped George's ques-
tions.

It is ironical to note, as Dwyer does, that in
pressing these challenges George anticipated some
of the developments of modern economics. We
honor some of his contemporaries with the mantle
of the profession for less. Perhaps it is fitting, now
that a century has passed, that we answer George's
questions in our fashion. *PGS*

References

Aaron B. Fuller : Managing senior associate —
consulting firm, Booz, Allen and Hamilton.
Terence M. Dwyer: Senior economist, Com-
monwealth Treasury, Australia.
Gene Wunderlich: senior economist, Economic
Research Service, Dept. of Agriculture.

The Good Society




Just as exertion would not exist without a person, so
also would not the product. The exertion is traded
for the product. Labor may satisfy another's desire
directly with service, or indirectly with a material
construct. The grounds for yielding ownership of ex-
ertion to the exerter also support ownership of the
product by he whose exertion creates it.

Exertion will not be applied if ownership of its
results is denied. This is the problem faced by a
voluntary socialist collective. As Man 'seeks to sat-
isfy his desires with the least exertion' any member
of the collective who receives more exertion than
he gives will enthusiastically commend the arrange-
ment. But better producers, who lose exertion to
'equal shares' will tend to withdraw. As average pro-
duction falls with the loss of the more productive,
the collective will usually fail — unless coercive
restraints are introduced.

A voluntary collective can prosper and remain
free when its members are indifferent to material

returns. Psychological rewards may take their
place, such as a the warm sense of belonging to a
collective family or satisfaction from an active
commitment to a religious or philosophical belief or
even, perhaps, the exciting attention of a charis-
matic leader.

However, on the island our association rests on
personal contract, so our first imperative was to
determine warranted claims. We should feel rather
content with the results of our heavy session, for we
seem clearly to have confirmed a person's right to
his exertion (Labor) and to the products of his exer-
tion (Capital and Wealth). In each case, the cre-
ation belongs to the creator. Which leaves to be
settled only the right to natural resources — the
ownership of the island.

And there's the rub, for we are about to run
headlong into the arms of another Creator ! Tomor-
row's parley is likely to take us on another long day's
journey into 'right'! (to be continued)
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Jackie Sherman PhD California

The Spring 1983 issue of The
Good Society explains very clearly
why your "unselfish crusade tohelp
almost everyone else enjoy a bet-
ter way of life" (from the article
by Perry Prentice) strikes many
public-school teachers as a very
selfish crusade by middle-class
people to avoid paying the taxes
whichprovide what we in our coun-
try have come over our 332-year
history of public education to
Page Eight

consider as essential services to
our less fortunate.

Dr. Milton Friedman, a highly
conservative economist from the
Chicago School of Economics
which provided us with the highly
laughable concept of 'supply-side’
economics, which has failed to
work, has long favored the voucher
plan for public education for the
same reasons that Iand most other
teachers oppose it. It would pro-
vide less tax support for the public
schools by siphoning off tax money
to parents who want an education
for their children other than what
is provided in the public schools.

That is not necessarily or even
probably a "better" education.
Public schools teach every child
who comes to them, including the
emotionally disturbed and those
with learning disabilities; and
public schools provide a variety

of enrichments which private
schools, except for a very few of
the fabulously expensive, can
never hope to offer.

Parents who prefer what is
called 'basic' education for their
children have always had the right
tosend their children to accredited
private schools which provide such
training, chiefly in the basic aca-
demic rote skills of reading and
computation.

A nationwide siphoning off of
such tax money as now supports
the public schools to parents who
prefer to send their children to
private schools, most of which in
country are affiliated with reli-
gious groups, would effectively
destroy the tax base for public
education.

When the voucher systemn was
proposed in this state, teachers
The Good Society



to own people. Bodies come with needs and require-
ments — and occasionally with dangerous inclina-
tions. Bodies must be confined, perhaps manacled,
certainly guarded, probably punished, sometimes
chased. Ownership of bodies is a headache to be
avoided. Although leg-irons may ensure a reluctant
cooperation, they weigh as heavy on production as
on the captive.

At the slave auction, the slave-owner does not
buy a body. Rather does he try to acquire the capa-
city of a mind and body meaningfully to exert. A
slave's attraction rests not in what he is, but in what
he can do. Profit builds not with the body count, but
with effective expropriation of the body's effort.

When the 'meaningful exertion' of a slave can
be appropriated without need to secure, protect and
discipline him, slavery becomes markedly more
attractive. That is why it is so prevalent in the
modern world. *

Who Claims Exertion?

Exertion is the external manifestation of each
person. So, in our free community, to whom does it
belong? Who may assertaright, a 'warranted claim'
to it? It probably requires a less than profound phi-
losophical insight to award ownership of exertion to
the one who exerts.

But, philosophy is buttressed by an intrusive
pragmatism. Exertion is a drag. The mind grows
weary and the muscles suffer only so many contrac-
tions before they ache. The one who exerts is also
the one who tires, who’drops from fatigue, who re-
quires rest to repair and renew. It is not without
reason that 'we seek to satisfy our desires with the
least exertion'.

We are also pressed by 'unlimited desires', but
we find their satisfaction is married to exertion.
Although exertion is not enthusiastically sought

* A convenient measure of your 'enslavement'is the
percentage of your exertion which is taken without
compensation. However, slavery is not determined
by the amount of expropriation, but by its fact. If
1% of a person's exertion is taken non-contractually,
he is enslaved. The house-slave enjoying a cot inside
the mansion was not less a chattel than the field
slave sleeping on an earthen floor .

The Good Society

after, we must play out the scene. But, we act only
as a means to receive. A successful alien claim to
our exertion will promptly end the effort. .In our
free community, exertion will occur only when
Labor's claim to it is clearly accepted.

However, libertarians unhappy with the self-
ownership argument should note the Von Mises as-
sertion, "Ownership means full control of the ser-
vices that can be derived from a good". Perhaps it
could be said that when you own your exertion (ser-
vice) — that establishes your ownership of you. *

Political economy is a social science. Scratch-
ing my back is not within its province. But, if I
scratch your back, the action has become 'social'. It
is properly part of the study. Yet, the service would
remain unperformed if you failed to agree that the
exertion is mine. Should you not concede that the
scratching (exertion) is mine, your back will be left
to itch. Indeed, if you do not contractually accept
my complete 'right' to the exertion, it will not enter
the market. **

The performance of a service provides transi-
tory satisfaction. Your itch has been treated. You
are the direct beneficiary of the exertion. However,
you may also enjoy my exertion at secondhand?

For example, my exertion may be used, not to
provide you with an immediate service, but to bake
for you a cake. When you buy the cake from me, you
are receiving (in a sense) my congealed exertion,
given substance by this material product. The ques-
tion again arises. How may we establish the right to
trade the cake?

The argument for the right to one's exertion
applies also to the.right to the products of exertion.

*Economic classicists including both Adam Smith
and Henry George have suggested that exchange is
really the trading of exertions. George further poin-
ted out (SPE p. 497) that the value of one's exertion
is subjective and therefore difficult to use as a com-
mon measure. Hence, in the marketplace, it is usual
to compare products — the results of exertion.

**Time is also a factor. One exerts only because
desires are expected to be satisfied. If this reward is
delayed, Labor demands compensation. Thus is born
'Interest' — the reward for 'delay of satisfaction'.
Page Seven

* '



' .

. fought it.

Public education has
been considered so important to us
that it the first charge upon public
funds — as set forth in our state
constitution.

I have had for 12 years the ex-
perienceof accepting students who
transferred from the most presti-
gious private schools in the San
Fernando Valley to the public high
school where I taught. Both I, and
other teachersofacceleratedclas-
ses, were puzzled as to why the
academic background of these
students was so poor. They had
apparently transferred to a public
high school because of financial
pressures to meet school fees, or
because their parents were con-
cerned that their private schools
were not fully accredited to pre-
pare students for the better col-
leges and universities.

Although, their entry grades
were good to excellent, most made
very average or below-average
grades in the public schools; their
grades had been artificially infla-
ted in the private schools, I sup-
pose to keep the parents happy.
Private schools are not a panacea.
A strong and healthy system of
public education has always been
a recognized alternative even for
wealthy parents.

Henry George was one of many
democratic (small 'd') reformers
who opposed the raw exploitation
of our human and natural resources
during our Gilded Age. His career
in Oakland, San Francisco, and
New York was premised on his de-
mand for equality of opportunity
— that is, to allow the underprivi-
leged, in his day about 80% of our
population and now about 50%, a
chance for a better life. He pro-
The Good Society

posed that his "single tax" provide
vast public works, including a free
stateuniversity system crowninga
free excellent public school sys-
tem. Knowing his reputation,
teachers' groups were interested
in your message.

But the Henry George move-
ment has left Henry George be-
hind. Thave never attendeda local
meeting which addressed itself to
the harsh inequality suffered by
Henry George's initial constitu-
ency, the poor and the workers and
poor farmers. Instead it proposes
to middle-class and upper-class
taxpayers various and sundry
methods of avoiding their obli-
gations to their less fortunate
fellow-citizens.

Henry George fully recognized
that there is no free lunch, that
public education is paid for by pub-
lictaxes,and that public education
provides the chief route of upward
mobility for the poor. Speakers
and audiences at local Henry
George meetings recognize, natu-
rally enough, that the taxes they
pay are not entirely or even mostly
spent on direct benefits to them:
but what I find abhorrent is that
they do not recognize that they
have a social responsibility, that
they are part of a public commu-
nity, that they owe something to
the society which has rewarded
them with incomes and perqui-
sites above the common run.

We are, as contemporary
historians are fond of reminding
us, in a second Gilded Age com-
parable in greed and insensitivity
to our first, which brought forth
Henry George. I am hopeful that
the voices of the do-gooders and
reformers, of whom I in my small

way am proud to be one, will ulti-
mately propel this country into a
new wave of reform.

For years I hoped that the
Henry Georgists would be in the
van of such a movement. But I
have never heard a liberal speaker
or proposal at one of your meet-
ings. I have never read a liberal or
compassionatearticle in your pub-
lications. Henry George's mantle is
used now by the very elements of
society which he so mistrusted,
the greedy and acquisitive who
exploit their fellows. i

I remind you I took my first
degree in economics from UCLA,
so that I am on at least a speaking
acquaintance with economic con-
cepts. I think the Henry Georgists
would benefit also from a few
sociological concepts.

H

Sorry Jackie, but justice must
take precedence over charity. The
Lady-of-the-Manor, who provided
goodies for her underprivileged,
rack-rented, peasants of yester-
year, is not unlike the modern
State which gives food-stamps to
its underprivileged. We can tax (or
persuade) the privileged to divvy -
up some loot, or we can strike at
the roots of their privilege.

I fear that 'liberal democrats’
advocate charity mainly to mas-
sage their ‘psyches'. Georgists pre-
fer to tackle the heaping mountain
of privilege that makes the charity
needful. The Georgist task is just
a smidgin more difficult.

E R R B N

Fred Foldvary California

Regarding 'Our Natural Rights'
and the alleged lack thereof, the
'proof' given was that on an island

Page Nine



by himself, a person hasno 'rights'.
This was set forth as 'fairly obvi-
ous' yet it is by no means obvious
to me. Just because a person does
not 'need' any rights does not by it-
self prove that none exist. Just
because one's life is then a matter
of fact does not mean there is no
right. A libertarian castaway
would not necessarily shrug off the
notion that he owns himself. 'Of
course I own myself!' he could say.

'Natural rights' is simply a
different way of saying 'matural
morality'. In my book The Soul
of Liberty I have presented a deri-
vation of natural moral law, by
which acts that you do to your own
self are morally neutral, but acts
that affect others can be classi-
fied, sometimes, as good or evil.

There are many moral codes
that would prescribe acts that you
do to yourself alone as good or
evil, thus they would not even
grant you full rights to self owner-
ship. Perhaps God owns you and
has given rules to follow.

So morality in general does
prescribe, in one way or another,
moral significance (even if neut-
ral) toactsyoucommit by yourself.
And the fact that good or evil do
not come into play until another
being is encountered doesnot deny
the existence of natural morality
as something inherent in humans.

Furthermore, why should
equality be a 'sensible conclusion'
tonegotiationbetweentwopersons
on the island? Why would not the
stronger party decide it is to his
advantage to enslave the weaker
one? History hasshown that social
inequality is just as common, if not
more so, than any recognition of
Page Ten

equal individuality. If there is no
natural morality then slavery is no
more unnatural or irrational or
wrong than social equality.
HHHHH

Alone on the island, you may
declare what you wish. It means
nothing. A right is a warranted
claim, a claim you can support
with evidence and reason. Alone,
to whom do you make your plea?

‘Good' and ‘evil' are expressions
of value. Your expressions of
value, relating to your personal
well-being. You need no reference
to other 'moral codes' for your
decisions. You will simply choose
advantage over disadvantage.

And, Fred, slavery is hardly
negotiable. Contracts are freely
made. Sensible people determining
rules for themselves are likely to
opt for equal treatment. Under
attack, one may agree to anything,
but this isn't a ‘negotiated settle-
ment of the terms of cooperation.

* % % % ¥

Doris Gordon Maryland

Thanks for the copy of your
Spring edition. I found Harry
Pollard's article, 'Our Natural
Rights (There ain't no such thing
as)', interesting. The question
of the existence of natural rights
seems to be an unsettled ques-
tion among some libertarians.

He uses the term 'right to
life™. We have been saying, in-
stead, 'right not to be killed'.
Suppose one individual has no
desire to contractually cooper-
ate with another but instead pre-
fers to kill him or her? Should
my desire not to be killed have
to be negotiated with anyone?

Or, should someone's inability to
negotiate a contract with another
such as the preborn child with the
mother, mean that the one with
the power is free to kill?

Perhaps such questions as
these will be answered in the
next issue.

Does Mr. Pollard make the dis-
tinction between having inalien-
able rights and, on the other hand,
having “the ability to exercise
those rights and having others
respect one's rights? It seems
that he may only be talking about
ability and respect, not the con-
cept of having inalienable rights.

(National Coordinator
Libertarians for Life)
HH

Doris, your ‘right not to be
killed' doesn't exist, except as a
contractual decision. If someone is
a 'rogue' and wants to kill, you're
out of luck. However, understand-
ings not to harm each other are
likely to become explicit contracts
(see Part II- Page 5). Furthermore,
free people do not lack common
sense. They are likely informally
to act in concert against a threat
— and also to do so by contract.

A contractual right cannot be
inalienable. A contract is made
and fulfilled by the individual who
made it. There is no way you can
make me keep a contract, should
I choose to renege. Agreements
are made and kept in the minds of
the parties who make them. It may
be useful to record them, but the
record isn't the contract.

'Preborn’ children cannot con-
tract, so they have no rights. But,
the mother will presumably have
her own contracted rights. *TGS*

The Good Society
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aphid species (see table). A minimum of
10 randomly selected plants should be
sampled (recognizing that plants along
borders will have higher infestation lev-
els), and the presence or absence of each
species recorded rather than the total
number of aphids counted. This 10-
plant minimum sample provides reli-
ability, and may result in lower error
rates than the 0.10 level designed into
the sequential sampling plan. If after 10
plants are sampled, the cumulative
number of infested plants is between
the no-treat and the treat control deci-
sion lines, additional samples are re-
quired. Sampling is discontinued for ei-

ther aphid species when the cumulative
sum reaches or exceeds either control
decision line. If 50 plants are sampled
with no decision being reached, a deci-
sion is deferred until the next sampling
date. It has been shown for other pests
that sequential sampling saves up to 65
percent of the time taken by conven-
tionally fixed sampling procedures hav-
ing comparable error rates.
Presence-absence sequential sam-
pling offers additional savings, because
it is not necessary to count individual
aphids. Another anticipated advantage
is an improvement in timing of pesticide
sprays and a reduction in the number of

sprays. Further research is being con-
ducted at Wilder Ranch State Park to
apply the use of the sequential sampling
plans in an integrated pest management
program for both fresh market and pro-
cessed Brussels sprouts.

Carolyn Pickel and Robert C. Mount are Area IPM
Specialist and IPM Field Assistant, respectively,
University of California Cooperative Extension,
Santa Cruz County; Frank Zalom is IPM Specialist,
Cooperative Extension, Department of Entomol-
ogy, University of California, Davis; Lloyd T. Wil-
son is Assistant Professor, Department of Entomol-
ogy, University of California, Davis. This study
was partially supported by California State De-
partment oj),Par s and Recreation, Santa Cruz
County Farm Bureau, County of Santa Cruz, and
California Department of Food and Agriculture.

California property tax shifts before
Proposition 13

Local government

spending wasn’t
“out of control” as
commonly thought

Before the passage of California’s Pro-
position 13 in June 1978, substantial
increases in many homeowners’ proper-
ty taxes received widespread publicity.
Quite naturally, many people interpret-
ed these increases as reflecting large
increases in local government expendi-

TABLE 1. Measures of total property tax collections and local government expenditures in
California, selected periods

Average annual changes, fiscal years:

Category 1968 — 1975 1975 — 1978
Property taxes collected
°/0 O/O
Total property taxes collected 8.4 11.8
Real property taxes collected
per Calif. resident 1.3 2.4
Property taxes/Calif. personal income -0.4 0.0
Local government expenditures
0/0 0/0
Total local govt. expenditures 11.0 12.2
Real total local govt. expenditures
per Calif. resident 1.9 2.9
Real total local govt.
expenditures per Calif household 0.8 1.9
Real total county expenditures
per Calif. resident 2.2 1.8
Real total school (K-12)
expenditures per ADA 1 0.6 13

Sources: Actual figures deflated using GNP deflator for “State and Local Expenditures” in U.S. Dept. of Commerce,
Survey of Current Business. Households from the Center for Continuing Study of the California Economy data file.
Expenditures and revenues from : Michael Arnold, “Shifts in California’s Property Tax Burden Before Proposition
13,” Working Paper 82-09, Center for Continuing Study of the California Economy, Palo Alto, August 1982;
California State Controller’s Office, Annual Report, Financial Transactions Concerning Cities, . . . Counties, . . .

Districts, . . . Special Districts (four separate reports).
“Between zero and — 0.05 percent.

tExpenditures for kindergarten through 12th grade per ADA (average daily attendance).

Michael Arnold

tures, which they concluded had “got-
ten out of hand.”

A careful examination of the data on
total property tax collections and local
government expenditures does not sup-
port the popular interpretation. After
population increases and inflation are
accounted for, neither total property tax
collections nor local government expen-
ditures in the three years preceding the
election grew disproportionately with
past trends. However, property taxes
collected from single-family dwellings
grew substantially in those three years
and in comparison with the earlier peri-
od, even after accounting for inflation
and the increase in single-family dwell-
ing units. Moreover, a simple account-
ing model shows that, even if real local
government expenditures per Califor-
nia resident had been constant from
fiscal years 1975 through 1978, property
taxes collected from each single family
dwelling unit would have risen by a
sizable amount.

The revenue figures show that actual
total property tax collections rose sub-
stantially within each period as well as
between periods (table 1). However,
when increases in inflation and popula-
tion are accounted for, property tax col-
lections per California resident in-
creased 1.3 percent per year between
fiscal years 1968 and 1975. This com-
pares with a 2.4 percent annual rate of
growth in the three years preceding the
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June 1978 election.

Further evidence that property tax
collections were not rising dispropor-
tionately is shown in total property tax-
es as a share of total California personal
income. They actually declined, al-
though at a relatively insignificant rate,
between fiscal years 1968 and 1975 as
well as between 1975 and 1978.

The story on the expenditure side is
similar. If local government spending
was getting out of control, it was at a
very slow pace. Total local government
expenditures grew 11 percent between
fiscal years 1968 and 1975, increasing to
12.2 percent in the three years preced-
ing the election. However, after adjust-
ments for inflation and population
growth, these increases appear much
smaller. Real total local government ex-
penditures per California resident rose
at a 1.9 percent annual rate between
fiscal years 1968 and 1975, and only 2.9
percent between fiscal years 1975 and
1978. If households are used instead of
population to measure the “units
served” by local governments, the num-
bers are even smaller.

Real expenditures per California resi-
dent by all of the county governments
grew at a slower pace in the three years
preceding the June 1978 election than in
the earlier period. Real expenditures
per pupil (as measured by average daily
attendance) by all of the schools grew
only slightly faster in the later period.
These conclusions are further support-
ed by regression tests, which show that
the differences between the two time
periods in the growth of real local gov-
ernment expenditures per California
resident were statistically insignificant.

Between fiscal years 1968 and 1975,
there was little change in the pattern of
property taxes collected on the different
types of property (table 2). Roughly one-
third of property taxes were collected
on single family dwellings, one-sixth on
other residences, and between 40 and 45
percent on commercial and industrial

property. By fiscal year 1978, however,
the pattern had changed dramatically.
In just three years, the share of property
taxes collected on single-family dwell-
ings increased by almost 9 percentage
points, while those collected on nonre-
sidential property declined by almost 7
percentage points.

Two simple calculations confirm that
homeowners’ property taxes had risen
substantially during the three years pre-
ceding the June 1978 election, but they
do not support the view that increases
in local government expendures were
the main reason for these increases.
First, while total property taxes rose by
11.8 percent between fiscal years 1975
and 1978, those collected on all single-
family dwellings rose by 74 percent and
those per single-family dwelling rose by
62.9 percent (calculated by multiplying
the shares of property taxes according to
property type by the total property taxes
collected). Second, had real local gov-
ernment expenditures per California
resident been constant between fiscal
years 1975 and 1978, property taxes col-
lected would still have risen 59.5 per-
cent for all single-family dwellings and
49.4 percent for each single-family
dwelling (calculated by holding con-
stant actual total property taxes as a
share of actual total government expen-
ditures; this assumes the actual rate of
inflation for the period 1975 to 1978).

Thus, increases in local government
expenditures explain less than one-
fourth of the increases in actual proper-
ty taxes collected from homeowners.
The bulk of the increase before the June
1978 election was caused by a shift in
the property tax burden from commer-
cial and industrial property to single-
family dwellings.

Michael Arnold, Associate Economist, Center for
the Continuing Study of the California Economy,
Palo Alto, California, was formerly postgraduate
research agricultural economist, Department of
Agricultural and Resource Economics, University
of California, Berkeley.

TABLE 2. Distribution of property taxes collected by type of property, selected fiscal years

Taxes collected, fiscal year:

Type of property 1968 1975 1978
% % %
Single family dwellings 35.0 33.9 42.2
Other residences 13.4 13.2 12.4
Nonresidential property* 41.7 45.7 38.9
State assessed t 9.9 6.8 6.6

Sources: Single-family dwellings: California State Board of Equalization estimates published in William Oakland,
“Proposition 13, Genesis and Consequences,” Federal Reserve Bank of San Francisco, Economic Review, Winter
1979. Other types of property: estimates based on distribution of net assessed value published by Oakland.

Note: Numbers may not add because of rounding.
*Includes commercial and industrial property.
1 Includes personal property of utilities.
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There is enough money
involved to justify
detailed evaluation

Navel orangeworm, considered the
most important insect pest of almonds
in California, caused annual damages
estimated at $35 million during 1978-80.
Research at the University of California
shows that orchard sanitation (removal
and destruction of mummy nuts), early
harvest (just at or slightly after 100 per-
cent hullsplit), and the use of an occa-
sional in-season spray will reduce dam-
age from navel orangeworm (NOW),
Amyelois transitella (Walker), by as
much as 70 percent.

Despite this evidence, growers usual-
ly like to see the economic feasibility
demonstrated before they adopt new
practices. They want to know: (1) how
much the recommended practices will
increase costs; (2) how much benefits
can be expected to increase; (3) if unit
costs are influenced by the size of the
operation; (4) how benefits and costs
behave for varying levels of pest dam-
age; and (5) how price received for the
crop affects the feasibility of the recom-
mended practices.

One way to provide such information
is through the use of partial enterprise
budgeting, which allows one to relate
changes in revenue and costs to changes
in management practices and to impute
the net benefits to the particular prac-
tices as they are added or removed from
the budget.

The model production unit

For this analysis, a hypothetical 320-
acre almond operation was established
to identify the scale of operation and to
provide some basis for judging the rea-
sonability of results. Per-acre partial
budgets were then prepared to reflect
the results of using various insect pest
management practices to deal with
NOW damage. These budgets can be
adapted to any size of operation by ad-
justing overhead costs.

The model assumes that all almond
acreage is bearing, planted at 75 trees
per acre, with 214 acres in the Nonpareil
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