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Land Is a Magnet

By NGAH D. ALPER

€6 ELL, CHILDREN, if you insist, Grand-

pop will tell you another economics
story, Do yon remember, Elizabeth, what we
ralked about fast time?”

“Yes, Grand-pop, 1 do,” said Elizabeth. "It
was about cocperatives and how they grew;
how they made land worth more if they were
successfol aud made more tenants.”

“That's right,” said Grand-pop. "Cuopera-
tivies muy be 3 way of living for those whe care
to join. They are no solution to owr ecopomic
and I:m'ini probiems—they are no sumh!tt;
for the magnificent ‘cooperative’ suggested
the facis of Creation, to S.rhi:.il all are members
beczuse they are bumun baogs.

“Bat tanight 1 waat to tell you about T.V.A
1 read an adicle about it in the Nation maga-
dine, called, "TVA—~The First 15 Years”
There was 2 recital of the benefits from this
project—ilood contrel, crop incieases, industry
devetopments, popelation growth, and increase
in the contribuniens to the total income tax pay-
meats of the azea to the federal government.
“The article suggested that TVA might now pay
its way, These are the statistical results observed
in the first ffteen years. But the question 15,
what will be the end resuits,

ST,V AL is a magnificent project. We should
have rore such projects for flood control, navi.
pation, development of lorigation and imu-:
projects. Whetner the states or the federal gov-
wiatnent organize the project or whether it is
carried op by private capital as many of the
California igrigation projécts wezt is ot so im-
portant .. . but [ getting shead of 1oy story.

"Now to create 2 project similar to T2V, A,
what must we frst have?” Grand-pep asked
Elizabeth,

“Land," replied his pet chick, "It must have
land on which o rest and the Lind are all
about it must be considered.”

“Yes," said Dick, Grand-pop’s favorite econ-
wmist, “and we'd have to have labor and capital
tao."”

“But, Grand.pop,” said Billy, the youngest,
“Don't you needl woney, 100?” )

“Yes, we find it convenlent to us¢ money 0
order te coanle those who work on the project
o chim the goods and services they want n
exchange for their work, We get the mooey by
goverament borrowing, by government taxation
to pay as we build, or by inducing private capi-
tlists 1o advance the necessary tokens of moncy
to varey on the wark,

“Buz, Jet's skip the details,” said Grand-pop.

“Let's assume the great project which cvals
the T, V. A. was completed. And, wonder of
wondess! TFor once all that was promised by
the backers of the project came true. There was
perfect flood contrel and navigation. A great
amount of electric power was produced, and
thure was water for some irtigation projects.
Farmess raised better crops on land formerly
flooded almost every year, Big fertilizer plants,
made possible by cheap electric power, assured
tne Faemers for many wiles around of plenty of
fertilizer at Jow cost, Othor planis requiting
much cheap power spring up in the area. There
was a grester demand tor labor and for that
teason wages were high. The project was really
1 honey and things wete bmmin(r"‘

“fs that al! the story, Grand-pop?” asked
Billy.
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A British View

A Httle belated pechaps dut [ shoeld fike to
conment on an ft=m i your issue of Heary
George News dated June 1948 Under the
keading “New York™ you published comments
from 3 notebook by # student, Mr. Kornbluth,
Of course, Mr. Kornbluth is quite wiong. His
confusion arises from the use of the word “ex-
chaogs" in two seoses. When we spak of
weaith in the course of exchange we mean thal
exchange which takes place as a result of the
division of labour when goods are produced,
and political economsy has no concern with
goods after they have besn produced and ate
i the hands of the coasamer. If we were to
accept My, Kornblutl's ides then any schoolboy
who cxchanges, sav, marbles for a penknife is
a capitalist. His idea that the interest asises as
a result of the beneft received by the exchanges
of weakb is quite fallacious, as guite obviously
in an exchange both sides bmc%t. and if one
wishes to argue that further wealth is created
by 2 exchanpe (hen this can only be dae to I2-
bour, but there again the type of exchaage re-
ferred to is outside the coplms of economics.

Perhaps to & cechain extent Henry George

“No, thar's not quite all. Years passed. MNew
industries coatinued to come into the asga and
alation ncreased every year, You bordly
zpew the old place. Practivally all industries
and businesses now had campetitors coming in.
In time this is what happened:

“Because workees continued to move into the
area, wagus for [nbor had adjusted downward
to the level of similar fabor over the countty,
climate and ather circomstasees considered. Be-
cause capital poured in in tesponse to the de
matds of the area, intérest rates leveled off to
just about what they wete in other ateas, The
value of Jand jncreased greatly. By comparison
with land rents & few vears earbier, they were
enormons. Speculators continued o hold vast
areas of land. The greatest loag-run beneficia-
ries were the fand btle holders. That was only
natural. The whole nation improved the arca
for them and paid the costs. Why ignoee 2
‘gravy train'?

“This, children,” said Grand-pop, "is the
story of Americt, We have built many dams
in our country; with ond without pawer devel.
opment, with and without irrigation. We have
improved all industrial peocesses in the past
fifty years under the guidhace of men like
Bdizon, Goodyear, Ford, and 2 host of ethers,
seemingly withoot end Yet boons and busts
persiat,

I read the chapter on the Reat of Land’ ia
Adam Smith's Wealth of Nasinas thls wmomning.
In the conclusicn of this chapter the author
saps: ‘Every increase in the real wealth of the
seciety, every incrense in the quantity of useful
lzbour employed within it, tends indirectly to
waise the real rent of land John Stuart Mill
and Henry George came to the same conclusion,
A wise gy was that Adam Smith,” said Graad-
pop musingly, “Land is an cconomic magnet.
Wonder why wonomists and peliticians caa’t
see this economic 'Law of Geavity' that Adam
Seith, Heory George and Mr. Mill saw.”

“Maybe they do,” said Elizabetls.

“Nah, they're too dumb,” said Dick.
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himself is responsible for this misuse of the

rase “wealth in the cousse of exchange” In
itself it s not suitable as 2 watertight definition
of capital, The definition we nse® is as follows:
"Capital is both wealth used to produce further
wealth and wealth in the course of exchange”—
extending, of course, cxchange to mean that
which tkes place through the division of la-
baur. We have found that when the definition
“wealth used to prodoce further weslth” is wsed
alone there is a similar confusion anong st
dente—many find it dificalt to inderstand how
& pair of boots on the shelves of a tetailer’s shop
produces further wealth, The iacreased value
which it obtains threugh being brought nearce
to the consumer i due not to itself but to the
land, laboar and capital working on it, &, e, the
site, fixtures and Attngs, e salesman, window
fittings, e )

As uswal 1 am extremely husy and have writ-
ten this in haste should you care to yguate for
The Henry George News you aee at bberty to
chop it around a5 you think At

V. H. BLuNnroy,
Londan

* My, Bluedell represents the Tutoring Depart
ment of the Heary George 3chool of Soclal Sconee
in Londun, a1 4 Grest Smith Strect,

From Enclaves to Exclaves

The commenss elicited by Gilbert M. Tuck.
er's arkicle "What Is Land Value” call for the
further comment that this problem of how to
assess “taxation of land walues™ bas for many
years been solved by the “enclaves of econonic
rent” of which Faithope, Alabamay Arden,
Delaware; and Frae Acwes ip Plainfield, New
Jersey: are the ourstanding examples iy Amer-
icn. These enclaves set about ussessing and ool
lecting the full economic reat, or gmund rent,
of land long befose the great public enclave of
Canberra, Australia, was on the blueprints, The
practice in these enclaves cuts the Gordisn knot
of confusion on this point in the sume inanner
as do the cooperative housing projects cited by
Eloise E. Freernan, in the same June igsuc of the
Newy in which Mr, Tucker's article appeared,
by a quotation from James P. Watbasse. lo
fact, the cooperative housing projects are to all
intents and purposes enclaves. The eoclaves aee
cooperative efforts of people wha have the faith
in the collection of ground rent that secks to
translate itself into works,

The adwintages of enclives are, that they
van stact anywhere any time without politicel
actiot:; they vost enclavians no more, and oflen
less, than <o similar situations outside of en-
claves: tacy train enclavians in the processes of
assessmect and eollection of grouad renr as wull
as i self-government; they can be established
without regard to existing politicnl boundagies
or contiguity of holdings; they can be ocgan-
ized into an exclave capshle af absorbing
picipalities, states and even nations as their sig:
nificance sad advantiges become appreciated
and their personnel acquire political power
through experience in self-governmeat, Under.
standing of the purposes and principles of the
collection of gronnd rent plus the will to co
operite are the prezequisites. Business sense and
4 flave for picking bacgains in real estate help.

Jostrr L. RICHAKRDS
Harvard, Masr.




