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Progress and Poverty 1969

by JEROME S. MEDOWAR

AY W. FORRESTER, an electrical
engineer, is a professor at the Massa-
chusetts Institute of Technology. He
became interested in corporate eco-
nomics and devised a plan whereby

" the internal functioning of businesses

could be studied through the use of
a digital computer. Applying the same
techniques to the internal functioning
of the city, he published Urban Dyna-
mics (M.LT. Press) in May, 1969.

Through the use of a digital com-
puter it is possible to deal with the
complexities of the modern city and
to determine what causes it to grow,
mature and stagnate. In order to em-
ploy a computer in analyzing complex
urban systems the author simulated a
model city. The history of the United
States was recreated in the model,
with the assistance of politicians, city
administrators, teachers and experts in
urban affairs. New values were used
to analyze emerging circumstances for
as long a period as 250 yeats, the
point where a city reaches stagnation.

The process is not simple, in fact
the rate variable for incoming under-
employed alone, is regulated by 31
different feedback information 1nflu-
ences. However, Professor Forrester
sets forth the principle that intuitive
and reasoning processes based on
cause and effect have no application
and are wrong most of the time, since
cause and effect relationships are gen-
erally only coincidences in a complex
system.

For instance, the experts assume
that increased job opportunities will
alleviate the condition of the poor,
but the model shows that the avail-
ability of more jobs drew .more poor
to the city and created crowded slums,
resulting in a decrease of new enter-
prise and mature business and an in-
creased need for taxes.

FEBRUARY, 1970

It is believed by most of the ex-
perts in the urban affairs area that
housing programs offer the greatest
opportunities for overcoming the ur-
ban dilemma. Professor Forrester’s
computer runs indicate that these pro-
grams, aimed at ameliorating condi-
tions for the underemployed, have
increased unemployment and reduced
upward economic mobility from un-
deremployed to labor. A low cost
housing program, his model showed,

would at the end of 50 years result

in a population decline of skilled
workers of 30 percent, at which time
there would be fewer jobs and less
housing for the poor and less new
business.

Although the author repeatedly re-
fers to this process as being experi-

.mental, he draws a number of conclu- -

sions:

The city is and should be master
of its own destiny. Revival must come
from within. Outside help will be of
short term only. Outside money can
help very little — the problems may
respond by growing in size and diffi-
culty to match any available financial
support. The goal is to restore eco-
nomic vitality and absorb the present
underemployed groups into the main-
stream of productive activity.

The tax structure tends to penalize
those who can contribute most to the
well being of the city while favoring
those who generate costs. Therefore
the city attracts those who pay least
and encourages those to leave who
pay the most. On the short term this:
seems humanitarian but on the long
term' it hurts the poor. If industry is
overtaxed it may move out of the city,
and since industry requires less public
service than homeowners, taxes should
be shifted away from it.

There should also be a reconsider-
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ation of property rights. “Do the
property rights of the landowner in-
clude the right to generate decay
which blights the entire urban sys-
tem?” Professor Forrester believes the
owner should be encouraged to take
self protective actions that generate
renewal. He states that transportation
can ‘encourage land separation into
large non-intercommunicating sectors,
resulting in increased commuting

costs, psychological trauma and time

lost from productive activity.

It was Henry George’s belief that
the community by its presence and
activity gives rental value to land, and
‘that property which bepefits from
community presence should bear the
brunt of taxation. This would in
itself encourage the user of land to
put it to its highest use.

Proper land usage with emphasis
on owner self generating renewal can
be brought about through land value
taxation. This will lead to the full
use of available land and will elimin-
ate crowding while at the same time
limiting suburban sprawl. Proper land

use would make long distance com-
muting unnecessaty and modern trans-
portation would not lead tb urban
blight as indicated by Professor For-
rester’s computer runs, This would be
economically unfeasible due to tax
structures.

As pointed out in Urban Dynamics,
industry, the substance that runs
through the veins and arteries of the
community, must be encouraged. It
was George’s belief also that the
checking of production was the ve-
hicle that led to depressions, want
and poverty. Through land value tax-
ation industry is relieved of taxation
and at the same time capital investors
and workers receive their full interest
and wages free of restrictive taxation.

If the time has come to subject
Henry George to the test of the com-
puter age, Professor Jay W. For-
rester’s method may be worthy of
study.

Jerome S. Medowar, an attorney-special-
izing in real estate law teaches Basic Eco-

nomics in the Long Island (New York)
extension of the Henry George School.

HICKOK’S LAW

: For serious students of Henry George’s theory there could be no more

challenging booklet than Julian P. Hickok’s “Land Value Taxation and Land
Speculation” (12 pages with cover, 814 x 11, $1 posipaid from the author at
315 Zeralda Street, Philadelphia, Perma. 19144).

Mr. Hickok expounds this law: ‘““As the tax rate is increased and ap-
proaches infinity as a limit, land value (price) decreases and approaches zero
asla lil:l,it, and tax revenue increases approaching the full economic rent as
a limit.

He developed a formula-based on the premise that at any given instance
rent is a constant, regardless of the iax rate. Invaluable charts and graphs
show the significance of LVT, its application, the effect of exemption of im-
provements from taxation, etc. These furnish impressive evidence that first
consideration should be given to ihcreased tax revenue from the land in order
to provide relief from other forms*of taxation, including that on improvements.

On the basis of equitable assessment of all lots, a small increase in the tax
rate should be levied on land values. When the market has had time to adjust
to the proposed new tax rate, larger increments of increases can be taken, up
to the limit of support by the community. Supplementary references to the
Pittsburgh Plan and the Southfield Plan emphasize the importance of taking
practical steps toward adoption of LVT.
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