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D" But, if we reason this way, the man who can get more from
ot Ew a piece of land than another is not getting more out of the land;
. he is just applying more labor. . However, if he is willing to

evaluate his labor lower, as evinced by willingness to bid more
forlthe land, then he is not applying more labor, or not enough
more to account for the entire increased yield, and he isgetting
more from the land,

Besides that, he is decing "more" labor, in the sense of more
productive, than he might on any other land.-- an additional

beneflt.
These "yields" are thought of in the sense of liquid yields,
/ yields in a form that can be turned to account, into monsy or

immedi ate satisfactions. Only on this basis can we talk about time
distribution of ylelds.

The site, now, has an annual yield. --

\M‘“‘"“ [ Another possinlity is to think of the yleld each year as

o being both the liquid yleld plus any increase 1n value due to

7 fertilizing or growing soil-building crops or refraining from
ol growling depleting crops, etc., and the liquefylng of 1t as

34 simply a choice, then, of the use of the man's cepital. --but

‘ distinguishing gross produce of land from net rent yield.
| But if we choose this def. of yield, what becomes of maning
| of time & stib. of yile 1d? This perhaps expresses it more accurately,
: for it dispenses with an irrelevant idea that was, in my mind,
the whole 1idea, namely the liquidity of the yleld.

‘ One co 1ld choose either convention. The ag. situation is a
hard one to begin with, as it comblnes stock % flow situations.

/ Take site alone, first.

It would be awkward to Bay that, if user took yield in form of

{ futures -- e.g. by having store closed for renovations -- that he
had taken the yield amd then xformed it into cap. -- because that
is |not precisely what he did. He took the yield as capital,

( dinectly; or, he forewent the yield entirely, to increase future
yields. If a man labored to produce capital, we would not
say that he was 1dle, nor yilelding less in present so his labor might
yield mare in future., We would say his labor produced cepital. So,

( with land under building being rensvated, 1t 1s not idle, it 1s beirg
used to produce capital. Its yield is the value -- some portion of
the value -- of the capital produced.--% this capital must be evaluatd
at|the mr of the individual owner I giess, tho that may be a
complication. Shifting yields to future is ok for stock resources,

( but fa sites, & otler flow resources, this is no good, it is per-
missible only if understood as a shorthand way of saying that
the site is beirg used to produce capital on the site.

But except ions: first, it is mot just any old capital, but
’ capital that can only be used on the site, is integrally assoclated
& with 1t, hence maybe we can speak of the sgite's yields shi fted.
2d, a site has this characteristic of a stock, that its
vacancy is an exhaustible resowrce.
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‘ The idea of yileld I am concerned with is that which is in the
mind of the individual who is bidding for the lamd. All his plans
. are a unity in his mind, of course, but they must be broken down
into the land component when he is bidding for the land. He will
not consider the "yield" of the first year, spent renovating, as
a yleld, for discounting purposes. He hasn't even the choice of
using it liquidly. It, itself, will only be evaluated as the
|




discount ed value of its fut we yilelds. So, by calling it the
yield, we should only be adding an unnecessary step to mrocess,
For some conceptual purposes tle step is a handy one, & it is
good to know it could be done.

that settles that. Ylelds are liquid yields, Incidentally,
this could inc §sible resale values at any time.

The reason for trying to do 1t the othea way was to distinguish

capital formation decisions from land use decisions. So that differente®

use time distribut ions would show up to be merely dif ferences in
use of capital, not of land. &, to be sure, the time dis tribution
of use 1is largely that. But the person who can use capital in
conjunctlion with land to the best advantage is certainly the
bestuser. He who can afford not to discount future yields of
his capital so much should certainly be encouraged. But he who
must discount future basic rent ylelds should not be discouraged.
The basic rent should not be discounted at all, is what I am
getting at. And I hoped to distinguish the basic rent from the
other ylelds by dlstinguishing capital from land very much. I
hope this can stlll be done.

If the basic rent is to be publicly collected, then the
ind vidual bidder is still left the choice of his time distribution,
and his imividual mr will evaluate the future. But it will
affect only the allocation of capital, not of sites. The line at
which he gets no net annual return from the land will now be drawn,
instead of far below the wave represemnt ing his annual gross,
close below it; or, if the wave represents his annual yield “rom
the land, right thru it, now over and now under. ‘

The idea of a basic annual yield, regardless of time distribution
of use, 1s useful to justify the annual tax or rent.

The basic rent idea now is the sum of the yields over the use

period divided by the number of years. This is the highe st that
a user would bid.

(in practice, I favor leaving an private equity in land,

| which govt would sell for defin te periods. Thus leaving -

local people something to protect 2 improve; & assuring no one
was overtaxed, could always sell out if in trouble; ete)
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It is now definitely clear that the increment to
capital value 1s not something di stinct from the
infinite series of ylelds. After say a 10 yr.
preliminary period before a higher yield series
comes in, the annual increment is simply the
value of those yields expressed in another form.

One cannot have both. Consider a bond which pays
nothing for 10 yrs and then pays int. & principal
of f completely in 10 yrs. At the biginning of the
paying decade it will have a value based on that
10 yr. series of ylelds. 10 years befare that it
will have another value, which is the value of those
ylelds discounted 10 years further back, which is
the same as the value of the bond at the start of
payments dl scounted 10 yearsback. Only insofar as
there may be a difference to individuals between
the market value of the bond ami their own evaluation
of the yields are these two not identical. 1In practice,
the individual will choose whichever is higher of
course,
_—"_  This does not keep us from showing a di stortion

B kcciin in land allocation. Suppose two men bidding to use

e o a slte for 25 years. RBach can get same yields, each

WV"? has same intermal mr for 25 yrs. Then after that
each would plan to sell land, same resale price --
or, altermately, plans to continue using it; and after
25 yrs their intemal mrs differ. T®mrhasize that
whi chever holds it, he will sell it for same price
after 25 yrs. -- so this should have no influence on
present allocation. Yet the one with lower 25 yr mr
will get theland, even tho his yields may be somewhat
lower. This is a distortion. This is dependent on the
assumptlon that the highest use for each after 25
years 18 to sell to a third party, for that takes it
cut of the realm of their own two internal mrs. Of
course a case could be dreamed up where sale to a third
party was not essent ial. Suppose our o0ld two men, one
with 4% one with 5% mrs, and 5 & 4 yields respectively,
If these two ylelds continusd to infinity, and cost of
cap. xfer continued to exceed 1%, this would not
Justify capital mkt subsldies. But suppose yields are
5 & 3 respectlively for 25 yrs, then the 3 rises to
4% -- well, this is hardly conceivable, for dur irg
the first 25 yrs the 3 yielder would lend to the 5 yislder
? No, not at all, for then he would not have the land
to get his 43 % --but he could buy it, at same price.
And that 1is crux., It is anticipation that it will
be mare expsnsive in futwe. So try another case: after
25 yrs, both will have increased yields, say each
coud get 10. It is this which the low mr man will
value higher in the present, just as he will value
a bond that doesn't start payimg for 10 years higher
than the low mr man
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Here 1s a case that seems to meet the issue pretty
well abstracted: suppose two series of ylelds from same
land that run on at 4 & 5 to infinity. Suppose usual
4 & 5% mrs. Suppose after 10 years we stop % say
"let us take the capitadl ized value here and compute
its present value, rather than go on to infinity". The
capital value is 100 in either case., Now 1f we ran
the series on at 4 & 5, the pre sent values would be
identical. Yet when we stop & capitalize, the present
value 8 di ffer, for 100§ ten years herce is worth more to
the 4%er than the other.

This seems logical. It follows that, taking any
arbitrary time point in two such yield series, the
present value of everything after it is higher to
the one with the lower mr.. Yet we know that
the present value of the two series is equal -- this
must be so, else 1t would not be equal ten years
hence, as assumed. It follows therefore that ever ything

/1//rbefore this arbltrary point is worth more to the one with

the higher mr, by the amount of the difference. Let us
test that.

At 5%, 5 next year is worth what this year? The sum

which ‘at compound interest will grow to 5 next year,
P sub 5.

. P ; = _5
Pk s b= 5 Pe T
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The general drift of my thought is now/clear, anyway, amd I
can continue with the paper for Weeks w/0 nec. perfecting this
aspect. Land allocation is imperfec)y/, due to its having to be
treated as a capital instrument. Thig distortion may be very
simply expressed in terms of simple/interest and constant yilelds,
or more realisticall® in terms of @iscounting futures, variable
mrs, etc. When the latter used, {d /or the increment concept,
further distortions becomr evideht, which may or may not be subsumed
in the simple distortion of prgductivity, I haven't decided yet.
I must e it her decide, or charfe my present out lire befare
proceeding.

Befores saying what is e excess speculative distortion, I must
decide what is the basig/distortion. It 1s that two different
gseries of ylelds -- nof nec., constant, or one always larger than
the other --- ar evagduated at dif ferent mrs., How wou d I have
it? With 1lvt, you wolildn't have bidding for the highest yielder
for each year, but /for some sha't time period, let us say the
time reriod of ong uninterrupted use. True, then, the slight
amount of rent would collect personally would also have to
be discounted his own mr, But the amount would be negligible
and, especiallly, there wo 1ld be no appreciable resale value.

My crude corgept of the basic distortion then still seems to
hold; and e idea of the increment as the additional distortion
has yet topple.

Inflation is a mighty cause of imperfections in car. mkt.
Loans must be made in money usually.

The 1life of a loan is another good period for evaluation.

MM'/“"
CUS/S 0/ I The%;e tmp costs of lending that I crudely pictured as 1% a

A

year cannot really be pictured that way. They are cost of
investigating, admini stering, and risk of loss, and/or cost of
forcing repayment in courts etc. The only way to consider these
costs in practice is to discount them, as anticl pated, to the
present, at the mr of the lender. Then we have on the one hand
the antic ipated yields of the loan minus the costs anticipated,
ves. the anticipated yields from using m yourself, as discounted to
present.

The largest elament in cost of le nding may be risk of loss.
This does not come until the final year, the year of revayment --
unless repayment is to be gradual. It is something that the
lender with his low mr attaches morse weight to than other might
attach to risk of gain, e.g., thru non-payment or inflation,

g Risk of loss, incidentally, is an individual, but not a social
S /1/10

A

88 or cost. Signif icant?

-

If society could discount this risk of loss at a higher mr,
would it pay to have soc ially run cap. mkts?




umner, p.a




May the loss of\ylelds, with land, ever exceed the
cost of transfenring capital, due to infinite 1ife ;
increments, or rbgsale value -- whichaver you please.?
This seems the bdasic question now.

(how to measure\cost of trangferrirg cap? In present?
At what mr?)

Suppose for 10 years a di fference of two wer ies of
yields, then they are equalized, or a resalevalus is
the same. Should t cost of trangferring capital be
considered to stop After 10 yzars, or cort inue on?
Perhaps it depmnds.

We cannot figur e\on a yearly basis, but must discount
to the present. We discount transfer of cap. costs at mr
of lender, and calculations are made in terms of his
considerations.

Suppose he figurds in 10 years he can get 40 from
a capital Instrument, \I mean he can get an amount which
is worth 40 today to hiim at his mr. A borrower with a
higher mr could get an|amount worth 50 today, and would
pay that for the money|-- not 50 today, but instalments
of that value to the be¢rrower. Such instalments would not
be worth 50 today to the borrower, hut even so he wou ld
g0 ahead and pay 50 for\ the capital if he had to and if
he could get a loan, fopf he could pay of f the lender.

So7?

S0 1t is a matter of \what is of advantage to lender,
and 1f costs of transfer| are ever smaller than the
loss from not having capital instrument in hands of
best user, highest rate getter, he will make loan. So?

SUPREBRX
It remains for me to prove that the loss from
misallocation of land ever exceeds the cost of capital
transfer that would correct it. I'm beginning to think
it never does.; that if it ever did, the capital would be
transferred.

With any series of yields, there is always a distortion
of allocation for some years, because tke allocation is
made on the basis of all the years. Our man A, with high
mr and high ylelds, should get the land in those early
years 1f possible, the later yields being kevt for B.

The system of tenantry and le asing 18 an approxim tion
to this end.

It can of course be easily shown that there is no
soclal usefulness in letting later ylelds influence earlier
allocation of land; and it can be shown of course that if
land has a capitalvalue they will influence 1it.

/v A distinction 1is necessary betwsean later yields that are

zarsXxsk® dependent on the present us e- ownership, and those
that are indepe ndent of it., If they will come anyway, then

depend on the present use, of curse they should be

/\/\/ they shoul d not influence present allocation; if they

considered. Now, with exceptions, ths yields from land
,of Individuals that deperd on their individual owner ship

& control do not extend but say 20 years. Yields anticipated



after this are general things; anyone could get them,

the only requisite 1s landownership. This is why I made

in my mind such a dimtinction all the time betwesn

resale values and personal future use values. The resale
glves us a definite point in time when the future yields
become gereral rather than personal, and do not depend on
the ind iv idual owners. Where land 18 not to be trans ferred,
the merging 1s gradual and/or indeterminate, but it certainly
will occur.

This 1s why, under a system of 1lvt, we must not give
the land to the highest bidder for every year, but the
highest bi dder far some period representing the best use.
Its allocation will then be like capital. This will be a
hell of a complex problem

Capltal markets being imperfect, this vague future
value of land is bid for, and the one with the lowest
mr today gets 1t. Does this cause a distortion of land
allocatlion greater than the cost of transferring capital?
The difference of yields between A 2 B in the use per iod
is a distortion of a'location, and the value of the
difference cannot emceed the cost of transferring canital
between them -- from the mr of the lender. I should not say
the difference of ylelds cannot exceed the cost of transfer,
but the difference of ylelds amnt icipated, when reduced to
present values at each mr, cannot exceed the cost of transfer
reduced to prz sent values at lender's mr. (there will be
many cases wiere the pariod of use may be just a year or
less. In such cases there 1is no Jjustification for anything
but annual bidding) The dilfference of yields may be ten,
but when reduced to present values at the dif ferent mrs
it will be less.--say for a 10 yr. pd. (Costs of transfer
may be consldered as an annual thing, conveniently, and
made commen surate with yield or interest; or they may be
thought of more directly as they really are, irregular
costs and final risk of repaymnt, and the se may be discounted
to the present or considered in toto. If latter, they will
be compared with the present value of the two ser ies of
yilelds, subtracted from the series to be obtaired by lend ing
to A, and the net present value of such operation to B thus
computed. ) Now the question may be faced in two ways:
1, when costs of transfer to B discounted to present exceed
the present dif ference of the values of the two yleld series,
and hence B fails to lend to A but buys the land himself,
does the soclal cost of trans fer always exceed the loss of
produc tion due to misallocation; 2, when the transfer costs
per annum exceed tle per annum d4if ference in the two yield
series, same question. (a vaguer farmulation, r=ally)

1. A can get ylelds from the lamd of 5 for 10 years,
then resell for 100. B can get 4 for 10 years, then
resell for 100. A wants to borrow $100. from B at 5%
and buy the land. B's internal mr is 4%. A series of 5
at 5% is worth mare in the present than a series of 4
at 4% for any peariod shorter than infinity, so, so far as
yields are concerned, A can outbid B for the land's yields
for 10 years. --he would not bid $100., but something like



$40., for the 10 years of yields. Note that this has
nothing to dowith increments to land value. The land

1s not changing in value, the ant icipatad yields are
steady. B would bld something like §35. for the 10 years
of yields. If transfer costs are less than $5., he will
make the loan? No, we must figure what 5% would be worth
to B, not to A, for 10 years, and subtract transfer costs
from that. 5 for 10 years at 4% woul d be worth about

say 43§. If transfer costs were less than $8., B would
lend at 5%. A would borrow at 5% so long as the purchase
price did not get bid up so high that he did not make

5%. (would thare be a double good effect from subsidizing

7 J\)capital mkts, in that funds would be both drawn from

competitive bidding for land, and into loans?)

But now consider the effect of that $100. resale
value, or that infinite series of yields at 4 2 5,
whi chever you please. These mean that B would bid
$100. for the land, instead of #35. A would bid
»100. instead of $40. The value to B of the series of
yields he wauld get by lending to A -- depernds on
assumptions. How long is thi s loan to last? If it is
to help A bid far the infinite yields, keer his mr to
5%, 1t must last for ever, and transfer coste wou'd
probably rise with time, faster than time. If it is to
help him bid for the resale value in 10 years, perhaps
1t need only last 10 years? No, for if at the end of 10
years his mr was going to rise again, the 100 he would
have then -- no, it wou'd be 0k.? (remember tlat we
are here determining the maximum that people would bid.
Whenever the y can:buy land fa less than that maximum,
is not that an incentive to tuy it for speculative
motive?? Brodez) Let us assume that B would lend to A
for 10 years, then would get back his principle of 100%.
This series of yields would be worth to B more than
what he could get from owning land himself, and he would
make the loan provided the difference of the two series
exceeded the cost of transfer. But we now have a much
larger sum to transfer, which would increase costs of
transfer, over what would have to be transferred, and
cos ts the reof, if only 10 years yields were involved.
The difference of yields in the two series is, however,

J no greater than before, for we have simply added $100.

at the end of each of them., So here is the only point
I have thus far definitely established, and it comes as
& bit of a swprise: transfer costs will be higher, this

the capital nec. to allocate the "foreseeable" yields --

/\/\ causes a distortion greater than the cost of transfer of

tho not greater than transfer costs in toto.

In other words, B might get 4 for ten yrs. from owning
the land and then sell it for 100 dollars; or he might
get from A 5 for 10 years minus transfer costs and at
the end of 10 years, $100. minus transfer costs. The trans-
fer costs on the 100 would make the dif ference.

(When I get all thru, I can make a list of the distort-
| ions in order of infamy: one with lower mr makes a bid that




Lf

reflects his more generous use of capital; reflects his lower
mr on the useful years; reflects lower mr on later years;
reflects xfer costs on later years --- of course this must be
organized from each of several viewpolints, or bases of
comparison, above may not be commensur able and/or mutually
exclusive.)

Now from the view of alternative means of investing B's
capital, we have found now two distortion: theinfluence of
resale value; (even befare that, was influence on early years,
but that is smaller); and transfer costs on resale value.

The distortion of allocation is greater than the cost of
transferring the capital necessary to cause the allocation
to be as it is -- i.e. necessary to allocate those yilelds
which are determined by the present purchase.

The thought that has finally enabled me to resolve this
problem is that a couple of pages back, that the ylelds thru
infinite time are independent of the present allocation,
and they, now represented by the $l100. 1in 10 years, can
now be considered irrelevant to allocation,

Next problem: is the #% distortion from increased
LYY AY cost some thimg independent of the distortion from
transfer

xanamax the necessity of buying those infinite ylelds at
the gsametime as one is buying the yilelds he will be concerned
with himself.
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How det net return to land, when capital 1s applied to 1t?
With labor, problem solved by evaluating labor as it
evaluates itself by marginal uses.

Cost of the capital each yr is the individual mr of
the one with the cap. How is that found? Again, at the
margins. Complication is that in future years he
may antic diff mrs from todays'. But that doesn't affect
today's yields. Today, for right now, we can set a
value for capital, a yield.

Shall we fiure it ante o r post, for the year?

xR

If a free mkt situation, rent is what he pays for land,
if he rents it. Anything he makes above this, his net, is
due to his personal qualities, is wages of mgmt. If he
gets low rent thru political means, then they make him
part landowner, that is another matter. But if he achieves
same low rent thru charming the owvner, those are wages.

But problem is one who owns land & improvements.
If he gets more than expects, from the combo, is 1% higher
yields on cap, or higher rent for the land? That depends
of course on causes -- depends on whether the cause of
the higher vield was in fact due to his clever use of cap,
or due to factors outside his control which affected the
land rent. (Of course, occasionally factors outside his
control may affect cap returns, & he may influence land rent.
But these are exceptions. & anyway, distionction of what is
rent & what cap yields still holds: did the change, the
unforeseen circumstance, affect him because of his location?

or because of his special capitel?

A simple way of expressing matter, w/o gettinz tangled
in imputation comple _ties 1is just, "What would they pay
for the year's use of "the land, rental basisv" ligr wd glve
5/yr, lnvestor wd give k% li/yr, thus set up example. Say this,
instead of "they get these net yields", for this also
reduces likelihood of confusion into which Weeks, Krutilla
& HGBrown fall, that the yields are a % of something antecemdent.

This makes it strictly ex ante: what the prospective

user thinks it will be worth to him to have the use of that
land for that year. He solves the problem of imputation, we
do not try to do it for him. We are not so presumptuous.
e have our ideas about how it should be done; but he may
have others.

The capital he has on land will last more than a year.
-But that is no problem. It depreciates in use - subtract
Lhat of course as capital expended that year. Deprec & obsol-
escence both, & obsolescence may be terrific if he discovers
errors in fixed cap gambles. - but that is ex post. We are
now thinking ex ante -- errors of prediction we do not
figure a bad soecial problem, for 1 yr in future, so we
accept this ex ante imputation as so ially ok to go by.
He figures what % he could have gotten from the ave of the
cap he had tied up that yr. This is an opp cost -- but in
a more relined sense than that crude opp cost which is the
wages a mgr is offered elsevhere, e.g. -- anyway, the mgr, the
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risk taker, he is the residual imputee, for him we figure no
0.c., his value is what he makes right here. Land rent is
not land's oc, but rather what he is willing to pay for the
land. He may be willing to pay more than anyone else,
because it fits his individual needs. If he gets it for
less than he would be willing to pay, then he has succeeded
in getting some of the rent, by bgng -- & because 1t is he
who created the rent, that gives him his bgng power, so it
is not a bad thing, for allocation or justice.

Imputing to individual things, human or cap or land,
cannot use oc freely. But with cap in general, can, as it
is fungible before being committed. S

Even if we figure imputation out the long way, it comes

. (to same as what the individual would be willing to pay for

the land, for that year. For what he ig willing to paydepends
on his evaluation of himself. If he values self very highly,

as shown by his not working out to a very low margin -- e.g.
Caucasisns ve Japs on farms --- he then figures a high wage
for himself, i.e. is not willing %o work for less -- probly

because of oc, but we don't know just why -- tho, certes,
we know oc xE in all alternatives, including liesure etc,
is same as the margin at which he quits work, so it comes to
L///’L/ same. --interpreting oc costs that way, & not as what he
cod make mgg someone else's enterprise.

One might object, different parts of his labor will
be differently productive: the inner part, where he decides
how to use the land, will be much more productive than the
outer part, mgnl work. True: but the same istrue of the
inframarginal contributions of the land, too. & we can
just impute by evaluating at mgn. Equimgnly, farmer gives
as much effort to deciding how to use the land as he figures
it is worth -- his labor per hr there is no more valuable
than it is per hr in mgnl work, if hehas correctly allocated
his time.-- which also takes labor, which is worth something,
so there will be a small margin of poorliy allocated time
which is ec because is more expensive to allocate it than
will be saved -- more expensive in farmer's personal eval-
vation of the relative effort involved, which maydif'fer from
an accountants, but is the relevant one. Thus the Tarmer's
mgmt decisions, while when taken as a whole yield him more
per hr than his mgnl labor's worth, still his efforts in
mgmt at the mgn should yield the same as other mgnl efforts.
% so all his mgmt labor is worth that. In a few hours of
the intramgnl work he makes decisions worth much more M
than his mgnl ones. Why, then, asks the unfriendly critic,
doesn't he spend all his time making very lucrative mgmt
decishons? Because the opps aren't there -- he has just
one farm, just so many high-paying decisions to make. &
he can't hire out as farm consultant because it takes
knowledge of the particular farm to make thedecisions for
it, etce.

x8mx The opp being there, is just to say that his

labor is mixed with much intrmgnl land. Essence of mgnl
thy of lmputation.



It means nothing to say who is the residual imputee.
‘ For residual imputation is same as marg. productivity, as
Stizler showed. Residual imputation differs institutionally,
not theoretically. Institutionally -- & theoretically --
the one who supplies working capital, the investor, is
residually rewarded. i.e. the value of his mgmt of his
funds, which means the resources he hires with his funds,

is finally settled when the stuff
his value that is determined then.
he hires is previously determined,

igrmsolds But it is -only

The value of the resources

when he buys them, Ifor he

3 . B B =y T ] -
is their mkt, & thejr value is not det by bis subesequent (o simmwd)

more than his value 1is

affected by errors of

those who buy T

] PTORUCES
else. In the case of land, then,

waste is due to him, not the land.
rigid in this -- once he discovers
better mgr for next yr, & is bound
to an error he wdn't rept. But as
‘ concerned, he is the best user, he
land, even if by virtue of getting
work.-- after all, acctg low wages
very important way of getting more

yield from it, & so is no question

its value truly

Let us not be

3 R AR e g
mmcams e e o factor L gsomeone

is what

he thinks it is worth, what he is willing to pay for it,
in advance of producing on it. & same with labor, & borrowed
capital. Here is the right attitude, the key.
ex post disillusionment, no discovery that the land is
"really" worth less for the year than he thought it would
when he contracted for it. Value is in the mind of the
buyer. When he bought it, he thought it was worth that.
His judgement was wrong.--the error is his, the ec.

There is no

too

his error, he ig a
by a year's contract

far as society

.
18

zets most rent from
no wages for his own

for one's work
rent from land.

is one

As to his other capital, he will def. figure some %

of blaiing losses on.it,

saying he got low yields from his cap. The cap he must have
to bear the losses; but the losses are due to the mgmt, not
the cap. It was perfectly good cap, & paid for it with
whatever lender charged, or, if his, whatever mgn he is at,

his personal i.r. It was the mgmt that was rotten, & deserves

all the blame.-- & credit, if successful.

The mgnl yields on

the cap were low because not combined with good mgmt, to be

sure -- so the ylelds on the cap are also discovered,

o

Cd refine this further. But for now,

content that rent is what renter thinks it is worth,

< ante, what he is willing to pay.

Some things that make him willing to pay
accts lower wages per unit of accomplishment --
ix subsumes "having superior mgmt ability", for
important is super.or ability relative to price

‘ Being resident, having no functionless problems

more :
which
what is
charged.

with tenant

residually,
% may be det.ed in rctrospect by seeing what happened at mgns.
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Gaffney's manuscript reached me today. LA”Vt$“¢ithﬁfé;

It does not seem to me that the argument is/very illuminating.

In fact, I think it leaves out completelycSuch important influences
as to make its conclusions of little wvalu )and perhaps merely con-
f@?ng.

It leaves out a si;nificant point in re impfitation. Thus, he writes
of a poor man who "gets higher yilelds" than "Mr. Rich," from a piece
of land. The context seems to indicate that this 1s a yiadld of the
land. He nowhere seems to raise the question whether this extra
vield mizht not be managerial wages to Mr. Poor. On the theory of
imputation, a man's wages tend to be the difference between what

the product would be with him alive and working or dead: Five or
more men may be bidders to hire g piece of land from an owner,

The one who gets the use of it may know so well how to use it and/or
so 111 how to use other land, that he would - IF necessary - offer
more than he actually MUST to keep the next most eager user from
outbidding him, The MO hat he can make is NOT land rent. If it g
is an extra yleld that others would not get it cannot be imputed

to the LAND, If this one user were to die, that extra yield would
disappear. It is part of what is imputable to HIM and constitutes
wages, - extra wages, 1f you like, above what he could earn if he
knew less well how best to use this land. This is no place to go

at length into the problem of imputation. I am merely saying that
the manuscript appears to me to have been worked out with no appre-
ciation that there is any such problem.

It seems to assume that"Mr. Poor" cannot USE the plece of land un-
less he BUYS it. Why can he not, perhaps, HIRE it from "Mr. Rich?"
Or, if he really is extra efficient, why will not Mr. Rich compete
with others to HIRE Mr. Poor as a manager of the land, thus giving
Mr. Poor a wage income based on his productivity? Why would not
this be to Mr. R's advantage? IF Mr. R does not desire EITHER to
make the necessary capital improvements OR by long lease or other-
wise make it possible for anyone else to do so, that is a DIFFERENT
question not considered by Mr. Gaffney.

It approaches the problem of what Mr. R. and Mr. P. would be willing
to pay as a price for the land, on the assumption that each has a
discount rate based on some condition of comparative NEED, - seem-
ingly a pure TIME-PREFERENCE concept. Mr, R. would pay a price based
on a LOW discount or "ecapitalization" rate because he CAN AFFORD
to WAIT. This omits completely - and I fear many other economists
do the same - all reference to Mr. R's alternative of investing in
the construction of capital having a rate of PRODUCTIVITY, If cap-
t2l in the community has, in general, a marginal productivity of
(say) 6 per cent, Mr. R will invest in the construction of such
capital RATHER than purchasdé& LAND at a price so high 2s to give him
any lower per cent. (Hys time-preference rate will also come up to
this same per cent, whatever it would otherwise have been.) My guess
is that scarcely one in a hundred - if anything like that many - :
contemporary economists see these relations with any clearness at
all and the author is hardly blameworthy for not understanding




what has probably never been presented to him by colleagues or
teachers., BUT to ignore it makes the entire argument unreali tic
if not even.nonsenaical. Lime preference and the willingness to
walt (same idea) are not without importance. But to ignore the
existence of the ALTERNATIVE of constructing capital, when one is
asking how much a rich man will pay for a piece of £ land - OR

to ignore the alternative of lending - seems almost like writing
Hemlet without Hamlet,

Occasionally some sentence occurs that gives one a queer reaction.
For instance: "Let the rich bid up securities, no harm is done,

7

/A

Allocating resources is another matter." The the author objects
to Mr. Rich bidding up the price of land. Well, buying securities
MAY be buying both land and capital, and, I'd guess, USUALLY is.
Then if bidding up TAND is objectionable how can it be harmless
to bid up securities if and when purchase of securities IS, in
part, the purchase of land (in the form of corporate shares of
land ownership)?

# 17
/

In referring to the DO“Siblliuy that vacant laﬁg"maﬂbe economical
provision for expansion" it could do no harm to mention, at least, g
that any advantage from holding them which may impinge on the mind *

of the sneculOtor, should be balanced against the social loss from

the longer distances that people must walk or ride, that goods

must travel in being delivered to customers, &c. and that unless

such loss is somehow made to impinge on the same mind that senses é @
the possible gain, there is a considerable teéndency toward waste. .

But this may be a bit vague. Most of the other points seem to me

highly important.

I think I see, in be%ﬁ?al what use the author means to make of
his graphs. It certaInly doeshot seem clear what i1s meant by the
graph at the top of page 1l. [s Mr. Gaffney seeking to picture the
valuation by R. and by P. as being a valuation of the entire piece
of land with all expected future yields or just the present value
of the yiald in some future year such as the fiftieth? The graph
looks as if it were intended to picture the value over at the
right - though it is a PRESENT value and time runs to the right!
Also, the value 1s put on the same graph as the PER CENT expected
yields (per cent of WHICH value?) and it's pratty hard to get
~——Just what they are intendei to show. Maybe I'm just not quick

or sharp enoughf but I can't help thinking the author has some
obligation to make his meaning clear to the general reader of such
a periodical as this one.

/
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At the end of my parasraph 3 above, I should have commented that X
it is NOT true that Mr., Poor has to have the purchase price from ~
his own savings. In view of the tremendous number of purchases
consummated through borrowing or through acceptance - by the seller

even - of a mortgage, the supposition that Mr. P. must offer a

lower price BECAUSE he lacks capital and so has a high discount o
rate 1s extremely unrealistic and could lead to a ridiculously ¥
wrong result. Mr. Poor can often BORROW from some OTHER Mr. Rich W
and, if he has a bit of a margin to put up, may borrow at a lower
interest rate than the first Mr. R. expects from the land.
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Land is wisaiiccated 1n ouwr economy. We concede

ownershlp to the highe st bidder on the plausible
well ba o
presumption that he e the the hiskesi user, hut

experience casts dowt on this presumption. Some
specul ators
Iaxgowner s hold 1and absolutely unused, and this

obvious misuse se=ems to be only an extreme imk=x

man 1festation of a more general distortion. Most

land offers a long, uncertain series of future yields,
80 most landowrers are perforce land speculata s.

The same/i‘;ces that make some owners hold land

can be shown to make
comp letely idle/immliwmost owners hold land partly
o ene’ il
i1dle, i.e. underused. This study aims to define and- 4

t b
explain underused land.

On wh at basls\gan one say that the highe st W dder

is not the highe st us W
One vynst seanch :so—wnsoo//h %mﬁ
the-hidgest bidder is net—ehe—tishest—user?

1

Many erities

: : "”f,‘ ;C RS hes o, ~4
toe freety condemn aqm Forer thelr e,

\iﬁil- tenantry, absenteeism and other evils of fend our
o 1Fc it rhar indespemsmtte soeial arly i

private juegement 1deals txex xars we—should aTceeTt—the
(,;., ecemce les ot vovrots O’Wv’»s *z(lm has ecrewd ?'/ug shoted exrsA Do«

Not necessaril The=—tr=t=nmt
i%mmf a//N-/*-n 1’4«./ 0 There

[ ota m#-n‘

;W;r'/’. ég, PP el o cn‘h’o/z.ic seh lamel vre.
While accepting ultimate markst judgements, I contend that

s

the land mkt fer falligg—to comply with thosewltimete judgemen ts,
-

The marke t§ far consumabde goods may be the m— cour tk

wherein our variow 1ldeas of what is valuable are reconciled,

but the land market is only a lower cowt weichatm—be—
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z? Abundant evidence of this is found, among other places, in
!

contradict rte
whose decisions are revocable where they clasih—with—tim

one.
higher counds., I do not propose to substitute my
personal judg=zments for marke t judgements; but to—

I—de—not—econdemn—tre—moris t Ry because—market—Vvalues

>

2

T = ~ ~ [}

tmarts—preductiomrof—witimate mkt—vatuss.
fo show Fhar rhe [cnd wrwrder allocatson of prevenr obstriers

& Mmaxinmwm /)w/:/ch‘m r%mm/i*f valeg.,

At first glance, it appears possible to prowve land
misal location from the empirical evi dence alone. The
facts are overwhelming. Wherever our economy has penetrated,

land speculators have a~companied or preceded it, o

te 5 D58W OO T o /ﬁany histr ians: Aore chremebd/

Hha'r actrivipies?
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Evidence Xikexthisy as cle arcut as this, however, isgs
generally limited to economic frontiers, areas into which
higher uses are expanding. It only shows that much front ier

not that all land use is distorted.

land 1 s temporarily misallocated, One may infer that the
systemwhich fails at the fringe is al &0 wanting at tke center,
but one has not proved it. To be sure, the fringe itself
is appreciable. Frontier land economics are today re-enacted

at urban fringes, whkzkzxempris® an area est. in the U.S. to

equal that of Pa. é-ﬁtnte-eﬁ-—L-.-A-..)% .7, MW/O/MOGLWU& (,‘y
,%L,{ Mﬂ ZE /- 5f"7/.< %««r"foﬂ %Maufdm wwbor (o
Chror
i sl S IENE 4 A44//¢¢/

ankzknxpkier These are just the areas where construction
is concentrated, bank credit 1s expanded, and other key
decisions in an expanding sconomy made. But the more
valuable land is at the certer, not the frinee. In settled
areas the evidence 1is harder to interpret. The frontier is
not subtle; its secrets are laid bare for all to see., In

sett led areas raw facts are less revealing.

The garallel between front ier seculatoars and
latter day absentees is suggestive. Where land values ar=
rising fast, speculators buy in. (Truesdell ftnte)
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l.k %h—wif‘d/a/"‘/ made

...8peculators buy in. May t the same forced that ;uuxnd

frontier speculators % 0ld land idle make his modern counter-

part under use Be%hsvalue land for its future more than

CVPont v s precs
its . Frontier heglected present yields entirely

Kere ey
and the misallocation was plain to see. Modern sgﬁ::iahans
TM“ - EMIre #ﬂﬂ

often xrant let their land on short terms, and our statistics
and concepts are too crude to tell us forthwith if the land
is "fully used" or not. We think the land would yield& more

vos s+t ) B afsemwe, iviarme fnctron b ? $o OVvim, oV
under an owner-operator, but this 1s not gself-evident. After
all, if it waxxxszy is so, why does an owner-operator not
outbid the absentee? Perhaps the absentee owner serves a

7%Fﬂfﬁqﬁrféwrnmt

useful function; even he has defenderss advocates. Thus—far _we

T he e S

Very well, let us
¢f. the use made by spechilators and oshers .

t the facts and make a Judgement.

Would that it were that mple. It is not clear enough what

facts we want. What is alspeculator? All landowners are dpecul-
‘(absentees are surely spequlators; but others are spec.s too, inev.)
ators, as mentioned, ineviitably. And what is full use? No

avall to collact facts unt}l we know what we're looking for. When
we know it will be clear eyough -- & we won't have to look far,

be better formulated.
x8x pr ozt zxzx zxax posatexiprl
Th#s suspicion must fece/anakxsisxpefore/resaarak. As it

stands it can hardly be tested. How show that speculators
nﬁﬂnr use land 1es§71§an others when, as aforsmentioned, all
landowner s are perfarce Xam&xspeculators? How Judge any

1and use when full use xx remains a hazy concept? <gcw evaluate
implicit costs and revenues’& No statistician can tell ux the

: |}
relationship of speculation to }s=nd use when neither one 1s
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shall
clearly defined; and, to anticipate, when they/have been defined,
—wit T trave

research -will only-eorroberate what -kam already beemmade—cutts
| etear. '/&4 N‘ﬁMi'f ”:ll & zy‘k ¢ ear,

, full use is often impossible to determine,
Even theoretically \{t is elusive., For one too eager to prove
a pOi;ETZfEEfHIJXiK ovwerstatement 1s easy. Befare launching
too enthusliastically intd\ the current, take warning ;gainst

the Lorelei,

sta
and abandoned,

Manya X@xxxkiz"Folly",bears mute witness that net yields
are often reduced by more ihtensive use. Using land is not like
putting the shot, strixinmgx/fozxexsrzereaxzrxr the farther the bettér;

golf
it is like ExgaXfzx chippinr to the/pin: not too far, but Just

far enough.




This 1s far tunate, for, empirically, the problem is
hopeless., Even theoreticallyy full use is an =lusive
concept, as will be seen., In practice, degree of use is
impossible to measure. Consider some of the difficulties:
Xekzsmxmelkxyieizex The investigator must find the net yield.
Kexxugk This inwlves evaluating all the costs and revenues,
including implicit ones such as the pleasure derived from a
view, or the pain from mmekXimgxzmzxirzE a soap factory.

He must evaluate the use EpXar over many years, KXax zjusi

as no short ximmEx period can be assumed representative,

He must compare the actual use with various alternatives
which exist only in k= conjecture. He must quantify what

he can hardly corcelve,

It is easy to find evidence of underused land 1f one
is uncriti cal. Many weikzsezsz{rezilgyx zxdx® conservationists
and clty planners, for instance, frazkyxaMXivExxjuRxzx=xkE
BXRKREK XK= measure the land sy stem against thelr own 1ldeals
and f ind 1t wanting. These, at bottom, are usually subjeExive

Judx=Exxnks private opinions without objective economie
%Y,WN«JWWMW hat (PO

meaning. r—we—poad—that-only 19 mitHiomr out—ef 26— Sacts L8
e Iimgatk’ acres are noF 1M pBAc ke Pervmsrntbe fave A /mfp'vmmc'/-.//?“‘-""{“’&
"{reigabls ' acres were—irpisetedin 1045, But what is an % /%30,

Tand . o
"irri gable" acre? Where are those Fmiliien unirrigated

irrigabl acres? I have ssen some of them in an irrigatlon
dug

distriet under a dry ditch that was briXk to establish a

cla im to water. Th= water i1s used 2lsewhere in the district;

the diteh was probably a fraud. Othere acres are i




hummoeky. Water is available, but levelling cost 1s

prohibitive -- accordirg to some people. More acres fore
Toreses
are—i7 prairte—stateswith erratic rainfall. Irrigation
agains t
is only insurance for dry years --- at least, apologl sts
the

say so. Are the se’real reasons, or Just the "good" reasons?
Lifetime students of irrigation disagree, The de2eper one

digs into the evidence, the less conclusive 1t seems,

XumzX txeporeieeiiygx A zgoazk @e zkzozk alizge dxmi sume
Many allegations/of misused lard spring from certain
crude misconcgptions.

Many fur ther allegations of misused land spring
from misconceptions, and cannot be accepted.

espeecial for_omne—dnxlous

ook at what is often

Before defining under
neously called underuse. W= We nesd not grasp at
straws when the truth is so substantial. It will be
indeed, can only
well,to clear the waters of refuse that might xix miskmaz

EPRENSEX ITAR paice—fol so—hopes, Mbu ob3iref o [TFress
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P .
ﬂ/ When land is turned tec less intensive uses thx @ispkazed

opportunities for labor [&\*capital) are reduced; axnk theirsympathizers
diemplayedziakpr Andzxapixalt dkexixzed

é?r&,d-ra-p-h-ced-——l-a—bu’r‘ often condemn th® new land use and, in

ardor
their =xthuzxkasm; declare the land is being held from its
0 AR,
best use.(ftnte: Eng. sheep inclosures) Ome—must—resist—ti=

/a Cormptlarnti

4e~Lundengssd

( PPV

pizints against those who lower costs and thereby (seem to)

tmxzrx "destroy jobs". Inxoumopwax dagxaxakr They are accused
A,/}/Mf land Gron 15 (uafm

of leeking NpxXmaturaixeppzrztumriizex labor—&—capital—out—Ffrem—
/f [aber has otf berna frinas, s camnorbe aecepred — & 170
watural eopportunittiess

Suchh—=accusations—canmot—be—=acTepted .,
ohon i'n respense fo laber Scareihy rhat [Gmd i's Firrad #» /<35 1hFemgive “Se.
at race vaire. The land may inde=d be underused, &8 but not for

the reasons given.

ﬂ,", W',/—;'J W/rz..//n AIW Aﬂf

A—related—ides—ts—eoxpressadinmthxrmoders
+ket the soclial cost of employing resources may be zero.
Whatever the merits of this idea in some connections, it
B o¥3XmxiXappkyx 20z andxnxEx cannot be used in evaluating

' lobr
land use. If private costs are not social costs, all land
becowse all [oma vees econerruze /@bory
is underused, the point»ﬂkproved and this study wouixaz ™
com
ke fini shed., Withmwtzstieringxumzxhoxtx . The study M%roceed
on the assumption that the highest net yi-eld represents the
whi te elepha.nt

highest use. Many a "F’olly stark and abandoned, bears mute
witness that met ZXim hlaxax'wc afixnxzrdncudxBXZzNOReXiRE anEIwEX
ugEzXx intensive use, with high gross ylelds, is not always
best. Valuable labor & capital, wasted in creating things

people do not want in places they do not want them, are not

to be ignored.



IH¢ ; that valuable labor & capital may be wasted by putting

the wrong thi in the wrong place.

W"”’ v
Ano ther easily indulged esxeess 18 to judge land use

on the basis of the present only. Land use must be judged
the present“is -

over the years, unless/absolut ely mzmeanmezt®ed unrelated to

past' & future ., use. Houses are built to last many years; e

do not expect a new house on every lot every year'. 0ld

buildings, perhaps slums, may be the best use of land. Even

vacant lots may be economical prov ision for expansion, eor

ﬁey may be held in anticipa tion of lower building costs, or

because anything erected this yesar would only be torn down

shortly afterwards asv &g;n anticipa ted higher usé materializes,

(ftnte: in land settlement, owners may delay SQttlemént to

let others make the initizfﬁgiitakes which create a corﬁmunal

fund of kn}no:;ﬁgn farming kepaisxixx lore. This has the

advantage of preventing mass dlsasters of misjudgement, and

the disadvantage of reduc ing the financial support of local

services of large optimum size, like irrigation systems, churc‘rés,

schools)(and is withal too complex too sum up in a few words)
(]
Exhaust ible resources may be held in anticipation that society
later j
will need them more --- this 1s the essence of conservation.

These may not always be sufficlent reasons for seeming underuse

but they marzyzzexx are reasons of some value, and that




value mus t be mepasuzedxefor®ex accounted for before one can

conclude that land is underused.

(probly, have a sepayate\para. stating all the se matters

impossible empirically, only Yossible thearetically.)

The médst common error of 3ll is the least subtle: failure
to consi der implicit costs & rev ues./,(/t/lr‘:e preceding two

para.s should be designed to ﬁb@'ﬂ he difficul ties of empirical

study too, llike this onﬁs«f"’fhis requikes a change in the

introd. para to gsmf)




Judge d

Furtharmore, land use must not be zxriA=mmr=R,®8xk as it so of ten

1s, on the basis of expliecit costs & revenues alone,
XiraAxy, implicit costs and revenuss must be account ad

for. Not only the hogs sent to mkt, but the breeze and

the view & the neighbors yiel d annual returns. One hears

of ancient farmers who cling sentimentally to the old
homestead, refusing to sell to ambitious youngsters who

might bring for th twice as much corn. 1Is the land fully used?
Theg§:;2 alone is no ceriterion, for the 0ld man's memories

may be warth mae than the young man's corn. ff we accept

the Jjudgemert of the market, they certalnly are. But—dows

a e ] 2 : 3 3 g =ue .
We have nat yet accepted tle market's judgment -- 'ndeed, that
ls the very issue --- but we cannot condemn the market, as

some carelessly do, because it gives value to an old mn's
sentiment. If the widespread landowrner cshir of o0ld men is

wrong, there must be other reasons.

Finally, the m is 1limited to land economics.
Quotas, subsidies and other marke t obstacles may distort
land use as much as anything @kezusssdxirnxtxizxstxdy
peculiar to land economics. For the mresent study, however,

the array of prices as they impinge on the land user is

taken as given. The—ix -

fos Tl o s 5 e A RSy L35
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with but two bidders,
fhazzpaxeuixtapxmxy The example,is kardiy ® not true to life,

But if there were 100 Mr. Riches and 100 Mr. Poors, it would

not make any di fference. True, there might be some who combined

th:7;€:;1butzs of Yotk each: high ylields, and low mr. There would,

in fact, Dbe great vari ation of attributes., But in any ew}ent,

the ind¥idual with the highest yields would probably not be

the indi vidwa 1 with the lowest interest rate., Some individual

wlth lower yields and 1ov;ver' mr might outbid him. So Mr. Riech

and Mr. Poor are ‘simply symbolie of the highe st two bidders

out of a great number of bidders. They are also symbolid of
man of wealth who and his

two polar types: the one of whom becomes a landowner, the other

indigent tenant. '
of whom his tenant.

If the gpeculator plans to sell, rather than take the
future ylelds himself, tkxam he 1is not bldding for the
infinite futur e yields, mut for x;zun resale value
he anticipates. He may value that resale value higher than

any user values all the future ylelds, thus:

/

As the 1and value 1s expected to mount to that resale vaiue
gradually over the years, the "annual increment to lard values"
is anot her' description of xlznzsqmmiixxux what tempts—th—
speculatorg hdAs 'previously remarked, the speculator's interest
in the annual increments does nat in it sélf explain why he

can outbld zkkersx zasxikeyx users, as they would benefit from

the increments tco. Now it is clear: he values them higher because




of his lower mr. (ftnte: a rich man counts them as liguid as

they come , not as realized)

ion -
Thexfrontier speculatgy, however, is only an extreme and

especlally observable misuse of land. The same economic
force that c.ause frontier speculation cause all land te be
mi sal located. SfhezexpimrmiXionzaova Frontier speculation
dif fers from other misuse only in detall. The basic cause

is the samei/d infinite fatures’bid for by indi viduals m
dif ferent ¢£‘s. Thus The ariginal susgpicion is confirmed.

In explaining frontier speculation we have cown a general
distaortion of land use. This casts a new light on land.

sp eculation. BSpeculation cannot be dismissed as a passing

phase of the unruly inexplicable front ier. It X® di storts

land allocation ever ywhere .

Of course some land 1s misallocated worse than other
land, depe nding on the conditions. Misallocation increases
#ﬂh'm :
wlth three causes: divergent mrs; high ratio of future to
present ylelds; high ratio of xxtak yields to 4dif fererces @f
between yields amticipated by imdi viduals. Land is worst

allocated, correspord ingly, where wealth is unequally

di stributed and capit al markets are poor; where land yields

little in the present and is expected to yield much more 1in




e - & <op. Whe hh gty @ high om0 regpert; (..,
/ny #rrm‘-.,ym,ﬂmyl Pbsnre yondon Jigr




the future; and where land is mos® valuable. Such empirical

evidence as we have bears out these conclusions strikingly.

MW,ZTM*/L form T'%a'm?m oS 1ol P2 4
0{)“’.6 )

All these conclusion skxax stem from the simplified

These concl usions stem from a simplified formulation. Fhex
The simplification is useful, for 1t show s
show the maln distorting forces at wark, Izxamality, It is

hoa~—"
dangerous to generalize from such simple examples as that of
Mr. Rich & Mr. Poor, khewewer., What we must ultimately do is

give' a gensral definition of the "best use" of land, —Pérhaps

the highest bidder is the best user after -- that has

proved a wor kble hyvotheslis in many markets,

Pertep s the highe st bidder 18 the best user after all ---
that ha s proved a workable hypotheéis in many mrkets. Society
sometimes concedes a higher value to the rich's whim than the poor's
hunger, in reward for the rich's income produc ing capacity.
May this not be analogous? Society concedes a higher value

to a smaller amount of futue incom to the rich than to the




poorf.

The and ogy is not admisecable. Society—reermits—thess WITh
low mrs to securs their futwre—with stocks and bonds, and bid

the m up—as—much-as  they—wisir. If it were simply a matter of
who 1s to own future values,
xratifyinegxaxdzsixex it wuld be all right; T rHede—a Tatter

.

_ Qf-resowrre-alteeati-orr., lLet securities be bid up. No harm is

done. Allocating reso uwrces is another matter. Consider land
ZgxXgrzimsixamant X aRzypadnextzonx tlha t 1 s used as an instrument
of prod we tion, and not at all for direct grat ification.

The free market in instrume ntal good s is useful if it
allocates them to those who will get the highestyields from
them. This is the only basis for the highest bidder's
prer'ogative. The valie of th® yields the 'gselves is the

ult ima te criterion of use, not the valwe which individual s

give to the inst ruments that moduce them. ]/n ovmerrhip uAv“A
" m«w,—k

/m,/g/w f/ﬁam ™ max /omfvﬂ/s i m_é’_ i ik
l-al/“"‘f{ Cersrrner mm'cf Y_Mhmwnfal mbhsr 1 ”&W

% IR Fvicess in /)rtn’-fﬂ? € errsrmer wa/w

is mxix partly admissable, When ownership
an instantaneousvalue, as oprosed to a series of yi

of a future value/\ s the,.only matter involved, the highest bidder

is as good an owner\as any. Consider aging wine. The mpxx&xzkt wine
has zroxua I & anzxidx 4%z A & 8xkdx must be "earried" for some years
until sold. If raw wine were auctioned, the highe st bidder

would be one with al mr. He 1s the one best able to carry oF

the—predued over ¥ts unpjroductive years., When it is aged, k2
k txwenze 72 ucck kzm Bk z8 gaim X \tive zh el etz bZbddrzx woakd and future val ues

have becomne present value

’

it 1s reallocated to Xzxzihdxs stx

kxddeax him who gives it hi ghest pre sent value.




If the land is to be used for direct personal pleaswur s,
and the yields are -implid t, the concl usion is Mﬁ.—ﬁ‘fﬁrem
The implicit yield for which a poor man v‘:v'eui/d. ray $5.00 is
worth more than that for which a rich man ;"-egiﬂ pay $4.00. ...
Landown ersh ip 1s not the ultimate gratif ication, but only the
means to obtain it. For best allocation, landowner g should
bel those who take gratifications of highest mrk t value
from the land. Where they are not, the highe st bidder is

less than ths best user.

Ifa futurevalue of only one instant wbgne all that
is invo ved, the highest M dder weu-llfd..tmkxzﬂ._bc as good an
owna" as any. Consider ax wine pr'oduc;,ion: the raw wine must
be stared for years until finally sold. The highe st bidder
for raw wine is he with the lowest mr. This does not di stort
allocation however, for when the wine has matured and is
ready for sale, time di scount is no longer an element in

bldding; only the pre sent xaim® undisco unted value affects

the wine's allocation. Meantime it has bean carried thru

wotr s
the uﬁ%%-:gﬁnvhe years by him mos t able to do so, °n a
Popure gErisTof—yields 1 dnvelved, all® rted.

When fufure yielis are integrally connected with present
i Parvital bodng Ior i dygporis
yields, hovever, them the allocation of present yields;és—

.”""e\’hen the future yields i’}
have become present ylelds, allocation will still be di st a ted,

'w.'“ ’

because another imfixixtm future =mtitki lieq ahead.




By meaéurirg the yields in objective value units, we have

dlready aeccepted the market as arkikExxEf supreme determinant

f-’-./:,?
of social values. The lard market = 3t

L=

n
thwarti aaxpmssed consumer meriket preferences. )




Lmi ﬂnk, peat p.

This ratiomlization, then, is wanting. ‘The highest

bidder”not rima facie the highest user. This rational ization

1s no excuse for accepting 1ower' yields as a higher use,
/kc;mcrwﬂ'W?M/M #hem ’4‘/'7"‘”/”""'”‘ ¢ s l'd""""“-
74 The answer to the original problem is loomimg up in
rough out line, It still wants preeivizx del incation. Shus
far our answers have been negative., It is easy to sé.y what
is wrorg; but what is right? We may discover that the
present system, degpite 1ts demonstrated shar tecoming s, is
better tlan any altermative, To be rmaxily sux= on firm
ground, we must define "best use" formally. This 1is

not as csasy as it may at first appesar.

As previows ly me ntioned, land use must be judged over
Fia bpes
thef years. The judgment 4 far more than simple addition.

We ask not Jjust how muchf but also when?
Future yields are wor th hese than equal resent yislds, amd
. frnbes o7 poss s magmtbadss # | ovhany bash
mus t be discounted. Some plans sacrifice present yields for %

futuwr e, others stress quick returns. -Th-e—on&-y--w-a.-yfo make

N~
such varied plans commensurable't-sﬁe'discount them to the

~

; pre sent.. \
@Mﬂee Discounting is élsohnecessar'y to glve finite
value s to infinite series. ®XLL Definite use plans of different
ind &v1dua 1s extend various years, and m plans run on
indefinitely. No one year can be chosen in which all plans
naturally end. Ultinﬁ.tely, no doubt, all plans fuse into

a hazy identity, but we cannot say just when, We must therefore

compare them thru indefinite time, and dlscount them to mke

the vailrues finite.




Lm& ﬁ’""‘

Bw“‘”‘ i ;

E The market, of cowse, discountq infinite futures to
the present, and thuslgi‘ocated ie-ne. If every individual
discount ed xkx future values at th'e same rate this allocation

: ; Sntgaw

would be perfect. Since in fact, and even in theory, t.l:n.yaMn.o‘u/:
db nét."what @“abould the futur e be discounted in defining
best use? It makes a difference:yp @At 15%, the best use is
:;luelx xhktgk crowding the highest yie 1ds into the first few
years) At 1%, 1t 1s more that with highest average annual
yielld. The question must be answered. befar 2 best use can
be defined.

oy Nhte that this is a separate matter from that previously

analyzedN\n the example of Rich & Poor. There no question of

time dis\tri ion was involved; toth anticipated constant

annual yields. he example of Rich & Poor showed that
the fact of differe individual mrs distorts land al location,
regardless of time disWribution. The paragraph above sho ws

that some mr ...

Of fhand , one would think the "eorrect" mr at which
each individual should dlscount future yields is his own
individual mr. That is the rate prevalling in the "mar'le"c,
area" of his ec. decislons. Yet, harking back to the
example of Rich & Poor, discounting future yields at
different ms causes great distortion in land alloecation
quite apart from questions of time di stribution. We do not
want to define best use in such a way that steady ylelds of
4 units per annum are a higher use than steady yields of 5 units

per ammum. How resolve this dilemma?
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ftnte: I do nc&t think, even in "perfect competition", it makes
gsense to assume that everyone dl scounts future values at the same
rate, any more than it mak;s sehse to assume the price of oreanges
is the same in LA & NY. If two markets are separated by finite
xfer costs they may still be, in effect, the same market. Prices
will differ only ‘by the constant and competit lve xfer; costs. In
theory, as in practise, the ‘cost. of xferring capital by loan is
fi_nite, amt is perfectly analogous to the cmst of xpartim oranges
between areas, and prevents a single price's being extat;lished,
even tho competit ion wer= "perfect".

Asszxingxhonapensmszuaizex Neither does 1t make sense to
carry the asaump tion of homogeneous units so far as to assume
all individwls have identical mrs to begin with. If all individuals
were thus homogenous ther= wouic_i be no cause for trade of any sort,

hence no'sce 1al economics.
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W2 could, of course, choose one mry~some average of -

market ratesg-call it the "eorrect" mr, and mke judgemsnts
with it., This procedure would bé all right if a2t decisions
had only to be made among various yieldm?éonstant annual
value. It would make Poor thezhkixperxzmary with his 5 units
annually, a higher user than Rich, with his 4, But where

use plans with different time d stributions must be evaluated,

the standard thhs created is no norm. The ussTplamrwi-ti—

night—pet—bethe—thighest—atanother-m~  Each dr vlaces a

premlium on cer'tain time & stributionp®

ow one vre nodd be de Gneed as /“Q: rHom rf’k«n :2!

woutd—be—that—one LR Ikxdx tnzadXj@six Lax wa-s di stribut ed }-oe-a.

in aeccordance with &arbitr'ary 4% &ran—the—-e-%ha-r,;. No arbitrary

orynntive
m&n feery provides a standard of best use, tha.t——me—-am-&any:b—hing;

PR

No 7
The best time di stribution for each individual is that

whioty hao ; R Y s
witlh the highest present value when dil scounted at his own

individ ual mr. (to written sheet)
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The dilemma remains. Wexuamtxk Xumsx To define 'highest
use normatively ons must discount the future at xh=
imdividual fs; yet this Inkrotmmesnx zx AkaEtzr giax
distorts allocation, as shown in the example of Rich #
Poowr, ’ To define best usle, we must some how preserve ﬁ'r‘
individual mrs and still prevent them from d storting
allocation.

The means to this end is really very simple. It is

the an swer to
like/one of those baf fling parlor mathe matlcal conundrums

xmrt W appear complex but are redwed Yo trivia
when the torture d probes the hidden pener.

blinel
which lure the mind up bikmd zeixXlxy® comp lex mazes, which-

prove—tobendbimd , but reduce to trivia when the hiddew €aszy approach iy

key—ts~—feramrs
A elements which increase distortion of alloe:
Recall the® three

differencss in individial mrs; high ratio of future to -

current yields;+ high ratio of ylelds to dif ferences between
indivi dual yields. Each of these is a clue pointing to a

possible mans of defining best use. 3
The first, which perhaps seemed most obvious to follow, has

d \
provad a cul-de-sac. I apologize for leading you to it, but
it had t o be shown that it was frultless. The second will
prove equally frultless., +The thitd, which at first appears

less clear, le ads directly to a solution,

®

K Th exomyh, “"”’V“‘?’: s Primon in jorimg o comats AN - I.e, ﬁn\."j
0(0}’”.1" Wess 728 1390, Bt rhe basse Astortom  rermains Z ol bt

om 1 Ve
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The second clue -~wewdd suggeststhat, to define best

use, the influenee of th® far futuwe be diminished. The
maln distortion in allocation 1s caused by far future
yields., fhkmzonldxgivezsonexaxegixaproxizatio

We might ehop off ylelds anticipated fu tler than, say,

20 years hence, and just compare use plans for 20 years.

¥hxidezxtintax gomidx gkvx This erwude preeedwsmse is obviously c\-w/v,

plans intervals;
Rot—presise. Use perxizxdy last various pEriad® timxs; there

" 18 no magic in 20 ¥ or any other number of years. Some use

plans may sacrifice yields for 20 years in order to

increase them themafter. : g =8
at-differentmre—-eauses plentyeof—distertionjust—within

m. L eten i PFhm 20 r‘m Qe/éhlﬁ"/ ’(‘(M*’"f
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ﬂt 30/ a/w /‘cam/f fo & W‘m,
Hllosatson vy atow olstonsoel

by high
ratio of yields to dif ferences amorg individual yields.

iﬂedu_c_e_ .
The«g-rm the yields,. th-ﬁ the capital

value of land, xEkzkax thex difXeraxntxaeixesz pdaredxponzex

tThe sreater the sum bid for at dif ferent mrs,&the greater

the distortion ey caused by mdiff‘erence of mrs.

On the other hand, the m the difference between

yields ‘antieipated by dif ferent individuals, the greater

factor a
the 11ke11hood t.hat this =kxzsnxt will omep—dag“&ew- dai stortimr
€ ccose lovmel #v be £.g. oman

factor , so—thet—lemd—4e correctly allocated.” I br'fe/f:
dif ferences between 'yleld s ant icipa ted by d4dif ferént individuals.

tend to make allocation right; high ylelds tend to make

‘allocation wrong. Ft—Tollews,than, that &18‘001:' tion

can be reduced by prEzmx¥ixx lowerim the ratio of yields
to differences between individual yields; that» is, by
exaggerat Ing differences between yields relative to yields
themelves,
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This 1s accomplished by supposing land to be taxed.
Individuals only bid for tre privately collected yields of
land. If landi's capital value is defla ted by anticipa ted
taxes, less remins for individuals to bid for at dif ferent
mrs (say discount rates). Rimtazkior The distorting slement
is reduced. At the same time, di fferences betwsen yields
anticipated by dif ferent individuals are as great as ever,

The primary allocating force is preserved.
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Where annual yields are constant, the definition worké out very

neatly. Where they vary over the years, and time distribution is

an issue, it works out equally well. Indeed, it was created x=m

with sxgk time distribution in mind. The BULK of future yields is
removed from the influence of differential discounting, as shown

in the simple example of Rich & Poor. The FORM of future yields -- -
i.e., their time distribution -- is evaluated at individua! mxm
discount ra;es. The individual who still places a value on

land when others have been discouraged by anticipated taxes is he
who places the highest present value on the difference between his

anticipated yie!ds and the anticipated taxes. This difference is

still evaluated at individual discount rafes, and so, kthexefzxex thereby,

is the entire time distribution. Thus if two individuels anticipated
identical yields, he with the lower discount rate would be the higher
bédder. But if he with the lower discount rate anticipated yields

appreciably lower than those

This graph pictures the situation: _Wmh*. Fax

The user is under as much pressure as ever, determined by his discount

rate, to shift yields toward the present; present yields command the
same premium as ever over future yields, both in the mind of the

jndividual user and in our proposed evaluation of his use plan.

This definition accomplishes as much as would be accomplished
by discounting all future yields at the same rate. It does so by
removing most of the yields from the individual's calculations.

But it also accomplishes more: it preserves the individual discount
rate, whi;h is necessary to mErmakix eveluate normatively all but the

simplest use plans.

pon e 71'0/5/.




Sum-—up—infivence—of k-individual-mrs

While individual discount rates are thus prevented from influencing
allpocation of the bulk of yields, they are left with Fwo important functions.
First, the individual with lower discount rates cen use more capital on the
land, and account a lower price for what he does use, thus increasing kix
¥xexdsx the yields he may {hﬁufe to the land. Second, he has a greater
power to shift yields to the future, where that will increase total
yielde.oﬂzginte: Athe tex visualized in the définition will not influence
time distribution plans. ItximziexbeziexiedXcRZEXXENEZXIXZERXEVeraxexanmmaix
brexsex It is to be an average annual levy, comple}ely independent of the
time distribution.}lans mfxkhe individual uae}!a. £(With exhaustible
resources, a severance tax which would vary with the individual's time
distribution would be involveqd, but this is too lengthy to discuss here)
Festerrmlio, ;

To contrest the results obtained from this definition with those
in others, consider the following graph:

A & B are the yiglds anticipated by two potential landowners. After
the year 20 thex anticipitions are\identical. The total yields under A are
greater; the yields under are smaller, but more immediate.

If best use were defindd in terms of one standard discount rate,
the best use would depend on the rate chosen. With low rates, A would be

the higher use; with high rates, would be.--Hence the inadequacy of that

means of definition.

If all the yields are privately ogllected, and the highest bidder is called

the highest user, then the discount retys of the individuals would probably
be the determing factors. The two series are not different enough so that
their difference would outweigh an appreciable differeénce in the discount
rates of those bidding for them. Allocation would be accomplished with little
or no consideration for either time distribution\of yields or total value of

yields, mmxmmiy bzthzhexnxzsakzergedzkgxtkex their influence being

sukwexgkeixky small relative to the influence of differential discounting,
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foxeznikrast ztiex To sum up, consider the following graph:

A,B,&C are the ylelds anticipated by 3 dif ferent potential
lamdowners, After tle year 40 theymerge into é hazy
ldentity. The total yields under B are greatest, hut

those under A are realized sooner.

If best use were defined by choosing ore dr at which
to discount futures, the decision between A & B would
depend on the rate chosen. At high rates, A is the
higer use; at low rates, B is the highea . 1In neitler
event would C be the highest use. This definition would
decide against
Buxzeed 2l mxeidminzatingxuses like C, where time distribution

1s no issue. But it would not make any normative decision

betwesen A & B, where time distribution is an iscsue,.

If bhighest userbaxie Xnsadx=zs be considersd the high est
bidder when yields are to be privately collected, the
decision betwsen A & B will be made primarily by the
di scount rates of the individuals. fk® However the se
di scount rates will determine the al locati on, not so
muc h by their evaluation of the time distritutions of
A & B, but rather by the differentf values tley will
place on the great bulk of yields under A & B. The form
of the t'me distribw ion curves themselves will have very

l1ittle infl uence on the outcome. The individaial with the




lower dr will be the higher bidder, whether he be A of B.
This system has the further and mare obvious shortcoming
that C may be the hishe st use, provi ded the individual

C has a dr enough lower than the others.

If the highest user is he who bi ds the most when the
land 1s heavily taxed, C 1s out; the tax will be over his
head. The decision between A & B will be made by the
individuals' drs as they evaluate the time di stributions --
not as they evaluate the bulk of yields. A lower dr, under
this system, would never make a series w th a lower total
value the better use. It only allows the individual to

shift ylelds to futwe more, where that will in rease yields.




The third remedy is to tax land. If the highest use is that which
the market would dictate when land is taxed, then it follows that kke
land will be put to its highest use when markets are free and land is
expected to be taxed. It is important to note that expectation of

h Conelitronn L
future texation,%® rather than current taxation, is the eewse-of
correct allocation. kmmixkmxmfkerm Where land is heavily taxed for
just a few years allocation is not improved, as the expectation of
future untaxed yields remains for individuals to bid for{ while current

are more important to
yields, which/users with high discount retes, are not aveilable to private
individuals. But where, for instance, a community is heavily bonded,

8o that high taxes are expected for years to come, land is correctly

allocated,

- This remedy ie not a public liability, like subsidizing capital
T ; and mekes it possible to reduce other

markets. On the contrary it yields revenue, Furthermore it does away
zitisihe cost of transferring capital necessary to fxm buy land. Subsidizing
c;pital markets causes land treansfers to be made which cost more than they
are worth; taxing land xpnxnlithgxnln& saves the cost of transferring
even that amount of capital which- it is economical to transfer under the
present syptem. When one apalyzes the activities in which lawyers are
primarily engaged, this lii;:hl seen to be quite a saving (Scherman quote)

For these reasons I favor land texes. In summing up the argument, I

would stress this interpretation: land taxes mxExam can réplacé other taxes

and, while other texes distort resource allocation, land taxes have the
property
unique characteristic of improving resource allocation.,




norm
Here, now, ie a gefixitimm of best wme land use., which the present land

system obviously does not attain. In view of the preceding analysis,

empirical proof of land misallocation is reduced to proving that land has
different
a capital value, and that/people discount the future at different rates,

both of which are common knowledge. Thus the problem of thés sfuﬁé?,
ALA/Vﬁeasiivﬂk&dQﬁL«{.Zoﬂlewwan tqpﬂzug¢{//

is solved: land is misallocated, beyond any doubt. / The further question

&

is: ) what can be done about it? Sugkxm The point calls for extended
are so clearly pmirkedxkx indicated by
treatment, but mame certain policies, émoktzttdycadvoretedcinxthe

foregoing analysis, that a brief comment is in order.

5 policies ‘are suggested: equalizing discount rates; shortening land

tenures; and texing land values.

Equalizing discount rates may be accomplished by government subsidy
of capital markets. Costs of capital transfer are what keep the markets
from equalizing discount rates. If these costs are borne by the government,
the differential can be much smaller. As is well known, this has been &
popular policy, and is becoming more so.

The trouble with this policy is that the costs exceed the gains.
When lend changes hands only a finite number of future yields are being
actually allocated, for mmexpimmmxexkerd definite use plans only extend
into a finite future. However the infinite future of the land is being
transferred. Under a system of’private capital markets, mmiy all land transfers
which are economical in terms of-that system are made. Further transfers
cost more than they gain.‘ Some cost a little more, some a great deal
more. With govermnment®z subsidized capital markets, very costly capital
transfers will sometimes be made which will effect very small improvements in
land allocation. The basic diseconomy will remein in the system, but it will

be differently manifested. Instead of misallocated land we will have public




funds.

Furthermore the system would never begin to approach perfection, be
Furthermore land allocation would not be perfected, for mo amount of
subsidy wili really equalize all mrs. Many individuals are simply bad risks,

under any system, and if they were allowed uniimited credit they would soon
bankrupt the nation.
Equalizing discount rates is also aided by equalizing the dlatrlbutlon of
autormatically
wealth, Of course it does not xmmedimkeixy follow that all plans to soak the
rich and nurse the poor EXE benefit society. This is only one point xmxkke

among the many that hear on such plans.

Shortening land tenures is generally impract:cable. VWhere conseryation
of exhaustible resources is involved it would be particularly bad. It may have
some limited applicetion in cities. Certain areas might be subdivided end
sold to private individuale for, say, 40 years. At the end of that time
the improvements may be expected to have been depreciated , the land mey be
razed and replanned in accord with the then prevailing conditions. However
even here the éhort tenure is no solution in itself, for most of the

distortion within 40 years.




Taxing land, on the other hand, by deflating land's capital
value, wouldaway with the cost of transferring capital for
land purchases entirely. Not only would land transfers now

uneconomical be made economical, but land trars fers now econ-

omical would be made muckxbeasr008bdixX NNREEZIEEaEYX much cheapsr.

It 1s lmportant to note that anticipated taxes, rather than
current taxes, are the cause of imprcved allocation. Current

land 7té,.xfé's, éxpectéd t.o fall, worsen alloﬂcation, for futue untaxed

yields ares in prospect for sxzExXaxsrx those with low discount

rates; while eurmrent yields, which are more important in the - ‘ 2 T
calculations of those with high discount rates, are not available - e
to private individuals. Where heavy taxes are sporadically im-
posed, therefare, allocation is worsened. Where communities are

heavily bonded, so that high taxes ars expected for decades,

allocation is impro ved.

In summing ur, I woul d stress this intermretation: land taxes

can replace other taxes and, while other taxes di stort resource

‘é.llocatjiion, land taxes improve it.




A word on the practical implications of this analysis is in
order. Two policies to improve land allocation are imaxcatzas
suggested: equalizing discount rates; and taxing land. Both

may society
are desirable I think, tut the former imxkmumaxitrxcost/more than

it is warth, while the latter kxixgsxim helps finance gover nmen t,

Anything tending to equalize wealth tends to equal ize discount

rates, and improve land allocation. This i1s no conclusive argu-

ment for levelling, tut it is an—ersgument~s a c»m/o—mho,._ /7‘ /;1/0/'%1'-@
{ 7 7es
meh more hom m//wf sty T, Horerer: o cOSF ch /uﬂr-

on

The issue 1s clearer when the means proposed for equal izing
discount rates is governmesnt subsidy of capital markets. This is
a policy of lorg standing in Europe, and of recent growth in
the United States. Costs of capital transfer keep the free market
from equalizing discount rates. If the government bears these
costs, and provides' cheap credit to bad risks, rates can be

brought much closer

When bad risks are provided with cleap credit to purchase land,
{he-Spengy subsidizing-capital markets the cost of transferring
the capital, borne by the public, 1s greater than the galn from
better land allocation.— Mhe.;nrland is transferred only a finite
number of futur e ylelds are actueal ly allccated, since use plans
extend only a finite period. Any galn is within this flnite perilod.
However, the infinite future of tke land must be transferred, and
XRXEEEX capi;c,al enough to buy it transferred to the buyer-.' The cost
of transferring this much capital wlll exceed the gain from

improving land allocation for, if the galn exceeded the cost, the

private capital market would have already made the loan.
orney”



Public subsidy of capital markets does not get rid of the basic
diseconomy involved, it simply Exansfaxxx Lk xaa gk XE0X R xxomx =X XNE KX
whikexsinuitareauxdy changes its incidence amd manifestation. Instead
of misallocated land, we would have wasted tax money. And we

should lose more in wa® subsidizing capital markets than we gaired

from improving allocation.
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o0 East 69th St.,
New York 21, N.Y,.
Dear lir. uvaffney:

We never disclose the identity of the
refereeo

However, don't worry about differences
of opinion with the referee., We maintain a
completely free forum. However, we insist that
the case for a differing viewpoint be made as
stréngly as 48 can be made., So be sure to take
account of cach of the points made., Al1l good
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What ‘Realtor’ Really

Don‘t Use Word Loosely

The term “Realtor” is sometimes
loosely used to denote any real
estate agent, put this incorrect
usage is deplored by the California
Real Estate Association.

The copyrighted word was coined

to describe members of the Na-
tional Association of Real Estate
Boards and its constituent boards,
including the California Real Estate
sociation.
The national association says the
erm ‘“designates those persons in
eal estate business who have avail-
ble to them the accumulated
nowledge of over 40 years of ex-
erimentation and research in all
real estate business methods and
tandards.”

CODE OF ETHICS
“Realtors,” the national associa-
ion adds, “are those who, in the
judgment of their peers in their
usiness, are persons with personal
tandards and business competence
f sufficient merit to warrant en-
rusting them with the important
iduciary relationships involved in
eal estate transactions.
“They have voluntarily pledged
themselves to a code of ethics gov-
erning their business conduct, their
relations with each other and their
relations with the public.”

The code of ethics to which
realtors subscribe contains 34 de-

tailed articles,
preamble:

“Under all is the land.
“Upon_ its wise utilization and

widely “allocated _ownership depend
the survival and-growth of free
institutions and of our ecivilization.
The realtor is the instrumentality
through which the land resource of

the Nation reaches_its highest use

all based on this

and through which land ownership
attains its widest distribution,

“He is a creator of home, a
builder - of cities, a developer of
industries and productive farms.

‘SOCIAL RESPONSIBILITY’

“Such functions impose obliga-
tions beyond those of ordinary
commerce; they impose grave social
responsibility and a patriotic duty
to which the realtor should dedi-
cate himself, and for which he
should be diligent in preparing
himself.

“The realtor, therefore, is zeal-
ous to maintain and improve the
standards of his calling and shares
with his fellow-realtors a common
responsibility for its integrity and
honor,

“In the interpretation of hls oh-
ligation, he can take no safer guide
than that which has been handed
down through 20 centuries, em-
bodied in the Golden Rule.”
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| mann, “the only modern  pionee
‘story“ she has ever found. It is
scheduled to be shot on location in
TONIGHT AT 8 30 | Brazil, in Technicolor, This will be
the actress‘ first color movie.

No more chase melodramas?
N “Any other would be too hard to
top ‘Sudden Fear’,” Miss Crawford,
film salesman, replied.

Lancaster Plugs Film
From Way Down in Fiji

A letter reached this neéwspaper

yesterday from Dubusa Beach, Fiji
(2/6 green and tan stamp . with
George VI's portrait, not that of
| BlizabethII) from Burt Lancaster,
the film actor. ;
. The gréeting was not connected
iwith “The Crimson Pirate,” Lan-
caster’s current film, on the Para-
mount screen, nor with the meovie,
“His Majesty O'Keéefe,” which Lan-
caster is making on location down
there.

It was connected with Hal Wallis’
film version of “Come Back, Little
iSheba.” in which Lancaster costars
with Shirley Booth, who played in
the original New York stage version.
“In the six years or so I've beén

< MATS. THURS. 0CT. 9 AND SATS,

BY ANDRE ROUSSIN
DAPTED BY SAMUEL TAYLOR

#MARTA LINDEN |2 e
ARISTOPHER PLUMNER | ARkl ™

TRE ASSOCIATES SERIES wﬂ Vs

SUN. to FRI. & MATS.

; Balcony, $1.20, 1.80, 2.40
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