
Comm. Club, L.V. & Influ . 2.21

L 1



Infly I Lauk

Intro.
quis -Weden anteed me to explore. A challenge.

slad to Lumptest

together nicely.
1. Background

policy

100

I know more about land clean influr, but the2 fitloud I
→ Problem is too much witel, so will step alory

you ago, grccuntity thy. Equr of exch

Assume you know.
Then Ku. restatements reemplimen

Went to for in rejects

on fed. fiscalV

in rejecty Q... thy., funçor
ir .



2. Ag value of laund-facts

Sommer: ERT:ALTB₂ [Ply)
Farm v....

when last seen..
cWchn't have to rise muuch

Mainform.
many small fours. report tacable ine..

more

Mixerah. 20 % U.S. under leave !
appres, by def. of queen'. Reserves, rent not resid.

highes ?

Cal

"Decling indy " __they say.
G A add 50 %

1400 b . & land stume

service

to add to ime.

required

vir

owner is holdingfor

Timber. Land of O value now as he as $100/a

it

to do same ich, due to

there of level now

Wn. D.C.
Müll.
Cal. - Bustaban

Unban. 1951-61, Manwel est. ubon x.e. I from 2006 to
_! & he overlooked new acrer inside SMSα.)

sose -A

fin, inc. yely.

}

$200 b .__

which funts pay

hill.

nem 50 % , cities.

1%⁰ producing. Unused reserves
more. E.g. U.Pac. (over)_

$$100/a . Ts. even

Productivity of land fell, i.e.

sprawl. Contient luber

tuker)

5

is

know



value of good minerals is cost incured to

Deeper explis in seas, ete, high cost.

even higher cost. EL

1

cost incurred to find new over

Mil. protu, of mineral outports;

Cost-part of minal sprawl",

i

--



3. Share of rent in coord.
Strav
Rent probly

a= i.V.

for serviceflow (taxfree)

sose.

rise to
I don't see much of

Temper, bes. I expectations. But faren studio showe A in

tiapts, offices ++PT. IREM survey shows op. cost
collection

The one. I live in.60 for blyne
own

there opf
Farm. Reiss

i ben.

furter hem l.v., ber mise of i

Detail unimportant.

50
costs.

M

yus old.
Paying for loen.

Chiempäçue Cły.
Half is rent. Al Kahm, Plug ERT.

L.V. = regen, cost, say

I andherdi sheme is hulf.

Is a big clunk

$ 50 @ not muusual.



F1

Cost.puste influ. of l.v..

L.V. - revidual " ? Just passive ? Try telling your landlord cheat.
Importunate. ( alcindore)

That wd, assume no h.a. power.
Tax status

4₂

a.

Virtual exemption of liv. I from
to mix as much land into un

also prep. tux.

Zon.

Ý

* rent comer

orced

que opu

passage of time.

as

With land A demand is reduced supply,
first ofIf you

you don't pay

cous.

inc.

possible, orjust hold, idle.

Fax.

pay you

so hard to tell diff.

love bldg; lease. It's



5. Cost-pusle of urban sprand ( H. Sch.)
Adds to cast ofeverything.

P.w..
Utilitie

Portal Rates

Deliverier

is Mhand by All "

}

R

ide

Cost of retailing - duplications, pouting, advertisg ;

1

wi,

1

m

in

·

l

Sharing common costs; pooling rist & by load

al

( t u



6. L.v. & infler of corp.stars__

1

led

L.v. become intangible by virtue of incurs ?

Wager har 3.8 ma
+1.8
56m.a.

Includes 92, ovv a., e. and Seattle...

b. Castle & Combe, $ 300 m. oflandin Ha.
162,000 aures @ $ 2,000

it 7., Anaconda, Rails, (25m₂a)

Chit steel_coalwas mineral band.

St.Jus Paper (EdBell, I'm acre, $/b)

Cors,furms in Cal.V

Retail chain.

Leslie Sult

mineral band. 324,1000 çus stu. $166

Chrysler, WeatingMamme IT&T, S&W, MGM, etc..
Starkeyouds.Swits (M &L)

Underused.



L

lending on land.

of credit

Infle due to expanding d.d.s

His trically, more prominent I unstable cause has been

Wildcat banten.

was a r.l.

itself

7.R. was supposed to stop. Then 29.

collapse

ow

Basis of mo

W

money

some

loansis braus. Basie

Brig element in collateral is om lov.
Must be bes land is

safegrunds one )

so
live s

"X

Banking collapse

Munic

Today to system encourager horking loud valueland
Tuften. I leverage

-Didurct int.

even ifat bottam

laye-a share of assets

faform unban utility ( they have gas watercontre,etc.)

areness._

Take cash out of apprend, land, our freebut

he Wildeat Banking effect is

being monetized.
Un like cost, sush



hus thereis a circular element in costpurt & l.v.
But A.l.v., automaticallyof laber, no automatic 4M .

bes. A bank loans Feeds on itself

Both L.v. as diventer of cap. from

Scarcity breeds suberty.
Expension requires p.w. & land der.
generate inc.

Introduce

;

a

6. un
metro.

Fayetherithe ? N.C., Phenix City, Alu., Wash ; eteA

Seattle, Burbank T

some e.g.
gratifices, deferred retri
fitillating facture

Concept of

prices.

w/e com goods influe

[1 include (lange) strawe of mil. spending as lend der.
Tu secure lived ormem

inc, wo

Fail

T. hold

cons.

consumver.

CUP CWP.

Searce land causes expension.
Land dev. I

lov. in

In

Li .V

Entice fame program."c

AM

By prorate.

payroll in real terms.

p.w.

Jurrection City,KS.,

Imam

low V
& lon

MV = PT too

Money junt dui

T.

F



9. L.V. & unemployment
Mostprograms one landowans programare

They Foring sub of land for laber. I. to Ademendforlaval)
Forced to last too

}

lony by prop tax; ime rux.
t.g.

bildgs.
S. age of urban timing.

Result: I share of land in provision of housing servi

5
otal 57.

Even on site laber is dann to

V.

PV

"S

= PV

20 % er soareof.

ble e

time to develop (But longer house life

{

to

economiz

5

t



jIstart lived goods whore value is mostly laber,
we divent mude laber into land dur., where:

as lt.

E

10

payroll

i

rux.

a
b. Payoffs

cup requien"orchands.CUP

land paying

V. !

P.W. are long lived

Reduces savjAL.V. is comment inc.

4. L.V. & lig. Redures need for c.b.

|

tus

on further defined by need for comply exple._

"o'ts "

:

b. And fed. assuming more I more local fres, be

no locul rever .

c. And much fod.& local speeding designed to A.l.v.V.



:

Land & inflation .
Talk to Comm. Clubs

T. Cast post influpuche

Iand a big part ofit. Rising disprop, for

time. Meisel,(fattlich ?), Douglas Comm

2. Relative productivity.
Davey courte cont indicar overtate rise.

Les coutur labor. (Colean fooey).
Productivity of laust fally

More land needed for public.

to do the work of one.

More noise, callig for

uses too.+

some

Zarg

me, cheaper to control noise,
escape anyway,

5 aurer.

more setbacks. Believe

& cuityou
Follows you everywhere. Suan mobiler



3. Land & credit.

L.v., basis

a ^.e. collapse.

2

of

History, 129-32,

Now

bunte expension.

-1

* bank's collapse was_

Fisken, Seberman.

s & ls.
Thin equity.How much comml. loan

To avoid r.e. collapse, keep pumping in M.

an ^.e. ?



A

A

4₂. Land dw.I cap.

1

5. Land & Fuen..

Iuflu.
-.U.S.

kust uus deficit.

_structie

3

7 reezig up capt.
pe

Slen dumover, few transactions, M bids upf
goods

comer.....

Senerate inc., no
ripe
foreal goods..

in partfrom AM when

Bes. can't collect Faxer.
Bes. land inc. layely

(which also adds to

tax exempt

to lov.)



be L.v. mutue,I govt programs,
E.g. agric.

- 4

Infle, of food & fiber

cartel whore bound of directors

Cal Legisl,

Why. To keep up feum wage_raty ?_ Ann

not orgel fororgel._for that

prices by govt.
is U.S. Corp.1

Farmen

n

purpure.....

To maintain l.v.
E.g. J.F. Boswell... Largest receninLargest recension of usna

payments. Probly largest benefe of Pine 7lat, also helped

by Isabella, Terminus, & Probly lugest.
benef of FRP

$



2.Ag value of land -
3.p
4.
5.

6

tl.v.
Imptent of rent ine cool.
Cost puste infles of l.v.

Forced cons.
ubernCost.

c.

a.

iii.

_iv

1..!

l

feuts

ized...

t.
ized

fects. LIPT: ERT

privileges,etc..tax

ke SAL

his



40

MONMONEY & CREDIT

The Fed widens
its portfolio
Institutions , if they last long , usually
master the knack of making timely
concessions to change . This week the
Federal Reserve gave in to increas
ingly persistent demands from Con
gress that it start buying federal
agency debt as part of its open market
operations . In doing so , the central.
bank has also given itself more room in
which to maneuver monetary policy.

congress
men happy is that the list of agencies
includes two that supply money to the
mortgage market : the Federal Home
Loan Bank Board and the Federal Na
tional Mortgage Assn .
Welcome move. Political friends of the
housing industry naa long urged the
Fed to buy issues of the housing
agencies . That would make their
money-raising task relatively easier
whenever the Fed put the squeeze on
the rest of the financial structure.

The IRS impounded 23 of Blue & White's 29 buses.

The Fed implements policy decisions
through its dealings in the market
buying government securities when it
wants to feed money into the financial
system and selling them when it wants
to sop money up . Where it used to deal
only in Treasury obligations, it now

fed

URBAN AFFAIRS

willdeal in obligations of various The wayward ways of Watts bus lineseral

Fed Chairman Arthur F. Burns has a
great aversion to anything that might
cast the central bank in the highly po
litical role of an allocator of credit
among different sectors of the econ
omy. The Fed did emphasize that it
was putting a $3.2-billion ceiling on its
total buying of agency issues and
added that there was no intention "to
direct support to individual sectors ."
Still , half the government agency is
sues eligible for purchase by the Fed
willcome from the housing agencies.

Of course, there is also something to
be said for the Fed's own explanation
for its move-that it would "widen the
base of system open market oper
ations." Agency debt , though a rising
share of total federal debt , has re
mained untouched by the Fed's New
York trading desk.

M.S.

GOVERNMENT PROPERT

NO TRESPASSING

Fed officials brushed aside Wall
Street's hopes that its dealings in
agency debt would be vast enough to
ease strains on long - term interest
rates on any continuing basis . They
did, however, envisage the desk buying
"$200-million to $300-million" of long
term Treasury and agency issues at
critical junctures when otherwise long
rates "might have to go to a whole new
and higher trading level."

BUSINESS WEEK : September 25 , 1971

The most pressing problem facing resi
dents of Los Angeles ' 60- mi .-wide.
black ghetto is how to get to where the
jobs are . In the aftermath of the 1965
riots , there were highly publicizedriots , there were highly publicized
plans to bring industry into the eco
nomically stagnant area, but these
schemes have largely failed (BW-Aug .

14) . Since only 15% of Watts families

'Blue & White created
a situation that
forced SCRTD to take action '

40e

own cars , the obvious answer is public
transportation . A black-owned bus
company has tried for three years to
fill the void , but this week it , too, ap
peared destined for failure.

The Blue & White Bus Co. of Watts ,
set up in 1968 by the National Eco
nomic Growth & Reconstruction Orga
nization (NEGRO ) , has been beset by fi
nancial crises . Recently , the state
Public Utilities Commission revoked
Blue & White's operating license be
cause it did not carry liability insur
ance or provide adequate service. The
Internal Revenue Service impounded
23 of its 29 buses when the line failed
to deposit $26,000 in taxes deducted
from employee's salaries.

All this came in the wake of a work
stoppage in July, after drivers , who are
members of the United Transportation
Union , found that banks would not
cash their paychecks because Blue &
White had insufficient funds. The com
pany recruited nonunion drivers , but
service was cut by an estimated 40% .

Takeover. Ironically , Blue & White's
failure may result in better service for

Watts at least that is what public au
thorities claim . Its routes have been
taken over by the Southern California
Rapid Transit District (SCRTD) , which
provides 79% of the bus service in Los.
Angeles County.

In 1965 a state commission investi
gating the cause of the Watts riots
noted that the community was serviced
by four bus companies- three public, in
cluding SCRTD , and one private-and
that residents often had to ride two or
more buses and were not given free
transfers . The commission recom
mended that the SCRTD acquire the pri
vate line. But the district , complaining
that Los Angeles does not subsidize
public transportation , said it did not
have sufficient funds . The line was
eventually taken over by Blue & White.

In 1970 the SCRTD received a tempo
rary subsidy and made an unsuccessful
bid for Blue & White . Its sudden inter
est spawned complaints that it was
trying to force the black-owned com
pany out of business . Jack R. Gilstrap,
general manager of the SCRTD , denies
any such intent , saying : "We would
love to have seen Blue & White service
the community . It would simply have
taken a losing operation off our hands."

Blue & White is credited for at least
drawing attention to the community's
transportation troubles . As Robert
Kemp, executive director of the Inter
racial Council for Business Opportun
ity, puts it: "Blue & White created the
kind of competitive situation that
forced the SCRTD to do something ."

But the black community wonders
if once Blue & White fades away , the
SCRTD will lapse into token service.

Leonard Nadel
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Commonwealth to buy another 290,000 HOUSING
shares at $17.50 each . Another 550,000
shares would be sold at $5 each to Ni
castro, key executives , and some of the
secured creditors . An additional 40,000
shares would go at $1 apiece to others The fight on fraud
involved in the reorganization , includ
ing New York investment bankers Al
len & Co.

in FHA programs
Nicastro , who was president of See

burg when it was acquired by Com
monwealth in 1968 , would become
chairman and chief executive officer of
Seeburg Industries . And he says he
might move Seeburg's headquarters
from Chicago to New York.

If Seeburg does emerge in its new
form , it would have net assets of $25.6
million, plus about $10-million worth of
intangibles , such as goodwill, trade

The banks have accepted that
Seeburg will go, but the
payment terms are not settled

marks, and copyrights . Nicastro says
the Seeburg Corp. subsidiary is now
profitable : In the first half of 1971 , it
earned $3.3-million on sales of $53-mil
lion , figures which were included in
Commonwealth's over -all balance
sheet , which showed a $ 1.6-million loss
on sales of $54.4-million .

Acceptance of the plan hinges on
Commonwealth's creditors , as well as
on the Securities & Exchange Commis
sion . Franklin and Security Pacific con
firm Nicastro's assertion that the
banks have accepted the idea of spin
ning off Seeburg . But the two banks
say discussions are still taking place
over the exact terms of payment of the
$11.5-million , and Franklin and Ni
castro say that the Bank of California
appears likely to make some new pro
posals.
Foreign debts . Three foreign bańks
Banque Rothschild in Paris, and Wil
liam Brandt's & Sons and Guiness Ma
hon & Co. in London-and IOS, Ltd. , are
owed some $24-million by Common
wealth , but Nicastro says they have
agreed to accept 500,000 shares of See
burg Industries in settlement . They
will also get 40,000 shares at $1 each
and seven-year warrants for another
100,000 shares at $17.50 . Holders of
Commonwealth's $84-million worth of
debentures would be offered various
amounts of stock and warrants .

If all these groups agree to the plan ,
it will be put before Commonwealth's
shareholders at a special meeting be
fore yearend . This would also serve as
the company's annual meeting , which
has not been held in any year since
1968. Nicastro is under no illusions
about what he is offering , but he sees it
as the creditors ' best hope . "Nobody's
delighted to accept any deal we pro
pose," he says . " It's only the realization
that the alternatives are worse."

Lower-income families in at least four
cities-Washington , Detroit , Seattle ,

and Philadelphia-are complaining that
the homes they bought through Fed
eral Housing Administration programs
are substandard . They are charging
fraud and are taking their cases to
court. Concurrently , criminal cases are
being br ht by the Justice Dept. ,
and a nationwide investigation by the
Housing & Urban Development Dept is
under way.

Most of the problems have occurred
in the so-called Section 235 program ,
which has proven a boon to home build
ers since it was started in 1969. For ex
ample, it gives the buyer a monthly
subsidy of $70 to $90 , enabling a family
earning only $5,000 to $8,000 a year to
buy a house with just $200 down and
monthly payments as low as $75 .

According to Representative Wright
Patman (D-Tex . ) , grand juries have al
ready indicted over a dozen people , and
"at least one FHA appraiser has been
indicted for bribery."

Patman got Congress to provide re
lief for some bilked purchasers last
year. But the Legal Aid Society filed a
class action suit last week in U. S. Dis
trict Court in Washington , charging
that eight homeowners had not been
able to get a dime from FHA .

The method . In Philadelphia , for ex
ample , a speculator typically bought a
rundown house , often at a sheriff's sale
for as little as $500 , papered over the
obvious cracks , put paint on the other
walls , and applied for an FHA-approved
mortgage of , perhaps , $5,500 . If the
speculator got the FHA appraiser , usu
ally a private real estate broker who
works on a fee basis , to accept his in
flated valuation of the house, the FHA
agreed to insure , and in some cases
subsidize , the mortgage. If the fee ap
praiser cited flaws in the house, the
speculator got a tradesman to certify
that the flaws were corrected . It was in
appraisal and certification that the pro
grams broke down .

When the broker sold the house, usu
ally to a poor black or Puerto Rican, he
told him it is "FHA approved ." Says one
U.S. attorney: "It looks like the pro
grams are being abused in every big
city . The government wanted to get
poor people into homes and they made
it too easy."

The Philadelphia suit was brought by
Community Legal Services . The action
seeks government money to repair
houses purchased under the mortgage

insurance program so that they meet
housing code standards .

George Gould , a CLS lawyer, esti
mates that his suit could cost the gov
ernment at least $20-million if, as he
thinks , there are 10,000 substandard
houses in Philadelphia alone that have
been "FHA approved" in the last three
years . Since 1967 , some 23,000 houses
have been sold in the area under the
programs . A similar suit , brought in
Seattle and dismissed last spring , is
now before the U. S. Court of Appeals,
and still another suit is expected to be
filed soon in Washington .
Grand Jury. Patman triggered all this a
year ago with an investigation of sales
of existing houses in Philadelphia and
Washington . But a HUD investigation
of new houses revealed that builders

One realtor was indicted on
39 counts of submitting
false statements to the FHA

have also gotten FHA insurance for
poor-quality houses under the 235 pro
gram . This program accounted for
117,000 housing starts last year and
will back an estimated 200,000 more
this year.

Patman says HUD sampled new 235
houses and found "that 10.9% had sig
nificant deficiencies that were poten
tial hazards to . . . health and safety ,
and an additional 14.8% had . . . poor
workmanship or materials."

Last week, a Philadelphia grand
jury, which since May has been ques
tioning realtors , appraisers , contrac
tors , mortgage firms , and government
officials, handed down three indict
ments . Eventually there may be as
many as 20 indictments.

Realtor Charles C. Hibbs and two
construction tradesmen were indicted
on 39 counts of submitting false state
ments on plumbing , electrical systems,
and roofs to the FHA to get mortgage
insurance or subsidies on 13 houses in
one block on the edge of the North
Philadelphia ghetto . " We are con
cerned with 800 or 1,000 properties ,"
says U. S. Attorney Louis C. Bechtle .

In Detroit, U. S. Attorney Ralph B.
Guy and Wayne County Prosecutor
William Calahan are investigating
criminal violations in FHA -insured
deals. Guy says as many as 100 proper
ties may be involved and that there has
been "one hell of a flap ." Meanwhile,
suits are pending in the state and city
courts against 13 real estate and in
vestment firms that have been charged
by the Urban Law Clinic of the Univer
sity of Detroit with selling 22 substan
dard houses to lower-income families
under one of the FHA programs . And
the CLS's Gould reports that since he
filed his suit , he has had inquiries from
Legal Aid lawyers in Cincinnati, St.
Louis , and Kansas City.
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