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America is facing a new national crisis —
the lack of adequate and affordable housing. Rising prices and shrinking supplies
are creating volatile social dynamite that
few politicians know how to defuse.
Between 1973 and 1979, the cost of the
average home rose 107.1 percent, and, because of higher interest rates, mortgage
payments increased a staggering 197.8 percent. The price surge in some areas, like
Southern California, has been even worse.
In contrast, the median family income has
risen only 57.7 percent during the same
period, and the Federal Home Loan Bank
Board estimates that 85 percent of Americans cannot afford a home as first-time
buyers.
New housing starts have fallen from
roughly two million annually in 1977 and
1978 to 1.7 million in 1979 and a projected
1.2 million this year; apartment construction has fallen off 80 percent since 1965.
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And the Pacific Builders Conference estimates that because
of past shortfalls, Californians will be without 500,000
needed homes by 1981.
The problem is perhaps best illustrated by New York
City, where 374 people recently signed up for the prospective vacancy of an elderly woman tenant who lay dying.
Within 15 minutes of her death, her apartment was rented.
Why must Americans fight for an apartment over the
corpse of a deceased tenant? It is not the fault of private
industry, which is ready and willing to build the needed
housing. Rather, it is the fault of a government which refuses
to allow the housing to be built. In fact, government regulation of land use and housing has become so pervasive that
John McClaughry, President of the Institute for Liberty and
Community, has described it as "the new feudalism," with
the state merely replacing the monarchy as "a less personal
but more permanent" ruler.
This system, while abrogating individual liberty, has also
devastated the private housing market. A Housing and
Urban Development Department (HUD) task force reported in 1978 that "Regulation by all levels of government
is a major factor in increasing housing costs ... and [t]he
proliferation of government regulations, many of which are
unduly burdensome, affects all areas...." George Sternlieb,
Director of Rutgers University's Urban Studies Center, estimates that this regulation adds roughly 20 percent to the
cost of a home, an estimate supported by Sanford R. Goodkin, publisher of the Goodkin Report, and the National
Association of Home Builders. The Pacific Coast Builders
Conference estimates the cost to be slightly more—from 20
percent to 30 percent—of a home's price.
Regulation forces costs up in three distinct ways. Zoning
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— regulating the specific use of land — both decreases the
supply of available land and increases the cost of building on
that limited supply. HUD has concluded that "Land-use,
environmental, no-growth and exclusionary zoning regulations have.. .constrained [the] land supply severely, particularly for low- and moderate-income housing." The American Bar Association (ABA) has found that 99.2 percent of
the New York metro area's residentially zoned land bars
apartments and mobile homes.
Moreover, as William M. Schenkel, real estate professor
at the University of Georgia, points out, restrictive zoning
forces families to buy new property and build larger homes
than they need. The ABA, for instance, found that more
than half of Connecticut's vacant land was zoned for a
minimum of one or two acres; one particular municipal
ordinance required an air conditioner, garbage disposal,
master TV antenna, automatic washer and dryer, two offstreet parking places, and eight square feet of swimming
pool or tennis court per 100 square feet of living space.
Such regulations make the development of lower-income
housing difficult, if not impossible; they embody a conflict
between a privileged elite who want open space and high
property values, and the rest who desire affordable housing.
Examples of such conflicts abound. In Placentia, California,
.in 1978, Reese Development Corporation proposed building 84 four-plex units to be sold at $47,000 each. The planning commission wanted to lower the density, so Reese successively submitted plans for 61 townhouse units at $80,000
each, and 31 single-family homes at $115,000 each. Thus,
the government planners decreased the housing supply by
63 percent while increasing its cost by 245 percent.
Costs are also forced upward by the government permit
process and building codes, involving a myriad of agencies,
inspectors, and rules. The average California developer
must deal with the Environmental Protection Agency,
HUD, 26 state agencies, the State Coastal Commission and
its six regional commissions, the county, and at least one of
any number of cities, school districts, and special districts.
The regulations cover environmental impact statements;
permits for plumbing, vents, and building; approval for
sewer and water hook-ups; required solar heating mechanisms; and so on.

Such regulations, according to a 1979 Los Angeles
Mayoral housing committee, make it "inordinately and unnecessarily difficult to build new housing...." R. Barry
McComic, president of AVCO Community Developers,
Inc., estimates that because of such regulations, the national
average for moving from raw land through the various
levels of government is 15 months, and in California, two
years. The Pacific Builders Conference similarly estimates
that projects which once took six months now take two
years. According to HUD, these extensive delays "exact a
heavy cost in terms of overhead, inflation, reduction in the
return on investment, and fees arid charges...." San Francisco developers and architects estimate that these delays
caused by the sequential permit method alone add 10 percent to housing's cost.
Building codes — which specify the materials and
techniques for construction—have also been harmful. HUD
concluded that "Increased and excessive standards are a
factor in escalating the costs of financing, land development,
housing construction and rehabilitation, and the provision
of supporting amenities, as well as occupancy costs." The
variation among municipal codes makes mass production
difficult, and the codes bar new materials and techniques,
thereby freezing past technology into place. This may discourage some innovation, and has prevented the adoption
of technological advances that most observers estimate
could save 15 percent of construction costs; as far back as
1922, then Commerce Secretary Herbert Hoover complained that out-dated codes increased costs 10—20 percent.

Urban renewal took
land by eminent domain,
cleared it, and then
sold it to private developers; half of the projects
would have been
built elsewhere, without
displacing anyone."
When rent-control confronts a landlord who is already unable to
afford proper maintenance of his property, condominium conversion— which can dispossess low income renters of their homes
of many years—is often the only alternative to abandonment.
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The third way in which government increases the cost of
new housing is by imposing what HUD terms "disproportionate" and "burdensome fees and impact taxes." Bernard
J. Frieden, Urban Affairs Professor at MIT, confirms that
many communities force developers—and ultimately consumers—to finance projects that benefit the entire community, such as a $27,000 bicycle path in Petaluma. George
Peterson, of the Urban Institute, has estimated that these
fees average $4,652 per dwelling. The Building Contractors
Association reported in January, 1978 that in California, the
fees amount to more than $8,000 for a $50,000 home, and
$13,000 for an $80,000 home. Moreover, since the passage
of Proposition 13 in June, 1978, Frieden found that California fees have increased by 26 percent, or up to $3,000;
Goodkin estimates the increase to be as much as $4,000.
Such increases led UCLA professor Fred Case to conclude
that "higher fees are pricing moderate-income Californians
out of the housing market."
However, most government officials not only seem blind
to their role in creating the housing crisis, but, like Edward
H. Lehnen, a Democratic Manhattan Assemblyman, believe
"government... can only get more and more involved" in
the housing market.
Government programs are not lacking. New York City
offers tax abatement for new construction and rehabilitation. Los Angeles has created a Housing Authority to build,
and to assist private developers in building, low-cost housing. California, through the California Housing Agency,
floats bonds to provide money for lending institutions to

lend at below market interest rates. California has also
pioneered the concept of "inclusionary zoning" — forcing
the developer and other consumers to provide low-cost
housing. The city of Palo Alto, for instance, requires some
developers to offer 10 percent of their units at roughly 40
percent of their cost to moderate-income families. And the
State Coastal Commission requires builders to reserve 25
percent of their new homes for low- and middle-income
buyers at reduced prices; it even recently ruled that a 300room luxury hotel had to set aside 45 of its rooms at onehalf the regular rate for the economically disadvantaged.
The federal panoply of programs includes: buying mortgages and reselling them at below the marked rate, subsidies
to build low income housing, rent subsidies insuring mortgages and subsidizing interest rates, rehabilitation subsidies,
urban renewal, and public housing.
But the impact of such programs has generally been perverse. Urban renewal, for example, now discontinued, took
land by eminent domain, cleared it, and then sold it to private developers. HUD estimated that by 1975, 612,850
housing units had been demolished, being replaced by only
265,161 private units, half of which were expensive luxury
apartments. The result was nearly one-half million fewer
homes for the economically disadvantaged.
In fact, 65 percent of the displaced residents were blacks
or Hispanics, whose displacement made way for civic centers, office buildings, and luxury apartments, which, according to the Committee for Economic Development, were
utilized by "upper-income, predominantly white families."
Moreover, those residents forced to relocate had to pay
more for their housing; a Boston study found that 30 percent of the displaced residents faced rent increases of up to
73 percent. Finally, it was estimated that half of the projects
would have been built elsewhere anyway, without displacing anyone or spending any tax dollars.
Federal public housing for the poor, according to Stanford University economics professor Richard F. Muth, has
segregated "the poor into separate ghettos, walling them off
from the rest of the city," has had high turnover rates, and
has suffered from extensive juvenile delinquency. Some
projects have been so unappealing that even the poor have
refused to live in them: the Providence Roger Williams

Dear tenant: Congratulations ! We're going Condo' and that means
thst you can now own your own apartment! Please visit our
Sales office soon. Don't forget your $ £0,000.00 down payment and $5,000.00 closing costs. Have a happy day f

— The Management
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Homes has a 40 percent vacancy rate; the St. Louis PruittIgoe has had one of 80 percent (and has since closed down).
Moreover, the cost of each unit averaged $80,000, their
construction costs averaged 20 percent higher than similar
private units, and they cost substantially more—ranging up
to an additional $64 a month in Seattle for a one-bedroom

___
Figure A
Program Date
Demolitions
Urban Renewal
Urban Highway
Clearance
Public Housing Site Clearance
Public Housing Equivalent
Eliminations
Building Code
Enforcement
State Action
Totaj Units
Demolished
Public Housing
Demolition
Deficit
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as of 1/1/68

404,000

1956-1968

330,000

as of 12/68

177,000

as of 12/68

143,000

1960-1968
1960-1968

384,000
208,000

Construction

1,646,000
1950-1968

559,000

prevent any additional decrease in the rental stock, in the
long-run they virtually assure that there will be no increase,
because they effectively lock owners into rental units
forever. Destroying the landlords' flexibility will drive them
away from the rental market altogether; they will build
condominiums or office buildings instead.
Finally, government is increasingly legislating the "final
solution" — rent control. Once confined to the Northeast
and three Alaska cities, this housing blight has recently
spread to over a dozen California communities, covering
about half of California's ten million tenants. Rent control is
a seductive panacea turned to by frustrated and ill-informed
people intent on ignoring economic reality. People who
would never think of controlling anyone else's wages,
prices, or dividends think nothing of penalizing only landlords for our housing crisis.
In fact, landlords, most of whom start out with negative
or zero cash flows, do not deserve such treatment. Between
1967 and 1979, the Consumer Price Index rose 107 percent
and rents only 71 percent. As Bill Femske asked in a letter to
the Los Angeles Times in 1979: "Do the City Council and
the vocal renters think it is easy to run a building where this
year gasoline has gone up 40 percent; electricity rates up 18
percent [by a city-controlled utility]; plumbing charges up
24 percent; natural gas 12 percent; maintenance charges a
whopping 35 percent; and worst of all my insurance is up
300 percent from two years ago?" However, irrespective of
rent control's moral implications, its practical effect is the
euthanasia of the private rental market. Even Swedish

1,087,000

unit—than private apartments.
In fact, taken together, by 1968, government programs
had created a demolition deficit of over a million units (see
Figure A) — a figure that has since increased, though the
government does not know by how much.
In Michigan State University economist Richard Craswell's words: "Thus, while people have increasingly come to
believe that private enterprise has got the cities into a mess
that only the government can get them out of that same
government has been destroying over a million low income
units,... actively working to reduce the amount of housing
available to the poor, driving up prices and pushing inhabitants into even worse housing."
Government has also furiously legislated to remedy supposed "abuses" of the market—and has, in the process,
made things even worse. For example, the number of rental
apartments being converted to condominiums and stock
cooperatives has been doubling each year in California since
1976, and has risen nationally from 45,000 in 1977 to
145,000 in 1979. Josef S. Nobel, President of a Los Angeles
conversion management firm, estimates that conversions
only account for "barely one-half of one percent" of the
rental supply, but cities such as Evanston, Illinois, Denver,
Boston, Los Angeles, and San Francisco have frantically
passed ordinances restricting conversions, requiring relocation assistance for tenants, and mandating special protection for the elderly, handicapped, disabled, and single parents. These measures further disrupt the housing market,
since some people's only hope to purchase a home is a condominium. Moreover, they will ultimately exacerbate the
rental crisis. For example, giving special protection to "disadvantaged" tenants makes them more expensive to the
landlord, encouraging landlords to avoid renting to them
whenever possible.
Further, though in the short-run such ordinances help
THE LIBERTARIAN REVIEW
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socialist economist Assar Lindbeck admits that "In many
cases rent control appears to be the most effective technique
presently known to destroy a city—except for bombing."
In particular, rent control creates and intensifies housing
shortages, thereby raising prices in the long-run. First, it
discourages investment in the rental industry, keeping, according to Roger Starr, former head of New York City's
Housing and Development administration, "the supply
permanently inadequate." Numerous economic studies
have demonstrated that as the profit incentive, or reward,
for apartment construction falls—through rent control, for
example—fewer apartments are constructed. Investors will
instead invest in alternative projects—single-family homes,
condominiums, office buildings, motels, or even, according
to Jeffrey Palmer of the Wharton School, interest bearing
securities, or in alternative regions: the San Diego Union
recently reported on a shift in investment from rent-controlled California cities to Denver. Moreover, the 1976
Massachusetts Harbridge House report and studies by
Gruen Gruen and Associates and the Development Economic Group have all found that many thrift institutions and
insurance companies refuse to make loans for rent-controlled construction.
In fact, in virtually every community with rent control the
supply of rental housing has either held constant or fallen.
Under rent control in Washington, D.C., the number of
apartments has fallen from 199,100 to 175,900, and new
construction has virtually ceased, despite a growing demand
for apartments. In some Brooklyn neighborhoods, virtually

no new housing has been constructed since 1935; in Manhattan, where rent control has been most strict, the rental
supply contracted by 1,000 units between 1943 and 1967—
elsewhere years of a national housing boom. A few decades
ago, 70 percent of New York City's apartments were privately financed; now only 10 percent are. For the two years
that rent control was in effect in Miami Beach, there was no
new rental construction. In Boston, the Mayor's Committee
on Rent Control concluded that rent control reduced the
quantity of units available to low- and moderate-income
people—a result also conceded by most observers in Cambridge, Massachusetts. Finally, rental construction is at an
all-time low in California, with virtually all new construction being condominiums. In October, two USC researchers
concluded that rent control had discouraged apartment
construction in Santa Monica, Berkeley, and Davis, and
more recently, the Wall Street Journal reported that rent
control had worsened Los Angeles's "already critical rental
housing shortage by driving off big builders and their money
sources."
Rent control also restricts the housing supply by making
some apartments unprofitable, encouraging their abandonment. This phenomenon is most pronounced in New
York City, where some 20,000 rental owners went bankrupt
between 1967 and 1970, and owners annually walk away
from some 30,000 units because, official city reports admit,
they cannot afford the upkeep. Abandonment also substantially increased in Lynn, Massachusetts, before rent control
was repealed, and "walkaways" from marginally profitable properties are becoming increasingly common in Washington, D.C. Of course, as two USC researchers confirmed
in California, rent control also speeds the conversion of
existing rental units to condominiums and stock cooperatives, further worsening the initial rental shortage.
Another deleterious effect of rent control is to impair the
maintenance and repair of apartments. It is difficult, if not
impossible, for landlords to cover increasing costs of fuel, taxes, plumbing, carpets, etc., when their rents are controlled.
And as Starr points out, when many minor problems are
not repaired, they then may become major problems, ruining an apartment. Under rent control, Miami Beach apartments suffered widespread cutbacks in maintenance and

Even Swedish socialist
economist Assar Lindbeck
admits that In many cases
rent control appears to
he the most effective technique presently known to
destroy a city—except
for bombing/ "
Rent control makes some apartments so unprofitable that their
owners walk away from them. In New York City, some 30,000
units are abandoned each year, and "walkaways" from marginally
profitable apartments in Washington D.C. are increasing.
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services. The Gruen Gruen & Associates study of New Jersey found that rent control discourages repairs and keeps
lenders from making improvement loans to landlords. In
Los Angeles, managers admit that they are doing "nothing
for renters now," and suppliers of carpets, furniture, and
other items to landlords report that their business is off 30 to
70 percent since rent control was imposed in 1978. According to New York City reports, the difference between proper
maintenance costs and the rents allowed landlords is almost
$300 million. It is therefore no surprise that the city estimates the existence of 400,000 deteriorated units, and
economist Richard Muth reports that New York City is the
only major city for which the fraction of substandard dwellings failed to decline during the 1950s. The Amsterdam
News, the city's largest black newspaper, even editorialized
that "we in minority areas live in rat-infested buildings that
resemble bombed-out war areas. And... this type of housing
is rapidly increasing... solely because of rent control."
Rent control also encourages tenants to hold apartments
as long as possible, slowing apartment turnover. This misallocates housing, since shrinking and growing families fail to
move to more efficient quarters. It also impairs the mobility
of tenants, controlling particularly newcomers, and the
poor (who tend to move most often).
While controlling the poor, rent control frequently benefits the rich. Luxury apartments are often exempted, artificially skewing investment away from lower income units.
Where such apartments are covered, the well-to-do, such as
New York City's Mayor and the President of the American
Stock Exchange, have their rents subsidized. In fact, the U.S.
Senate Banking, Housing and Urban Affairs Committee
concluded in 1977 that in New York City, "a small,
privileged group of long-time residents, largely middle
class" are rent control's prime beneficiaries.
Rent control, by lowering rental property values, also
shifts the property tax burden to homeowners. The value of
rental property has declined in this way in Cambridge, Massachusetts, rent-controlled New Jersey municipalities,
Miami Beach, and New York City. In the first three years of
rent control in Washington, D.C., the assessed value of
apartments fell by 1 percent, while that for single family
homes and condominiums almost doubled.
A more insidious effect of rent control is the encouragement of personal discrimination. The excess demand from
the rent control created shortage must be rationed in some
manner other than price; landlords are apt to choose professionals, whites, families without children, etc. UCLA
economist Harold Demsetz found that the Chicago Tribune
carried a higher percentage of racially discriminatory ads
during World War II than before or after the war-time controls.
Finally, rent control results in the creation of yet another
bureaucracy, subject to political patronage and corruption,
and burdened by excessive costs and administrative delays.
New York City spends millions of dollars annually on its
rent control programs. The Washington Post has described
the D.C. program as "an administrative nightmare," citing
six month delays for unopposed rent increase applications.
Renters are rightly angry over high rents, but their anger
should be directed not against those who provide rental
housing, but against those who block it. Political myopia
cannot overcome economic reality — more housing, not
more regulation, is what is needed.
Many advocates of increased government intervention in
the housing industry realize that their programs are failing,
but consider this fact, in effect, beside the point. Martin
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Anderson, author of The Federal Bulldozer, has written
that after talking with local community leaders about urban
renewal, he found a "consistent theme running through
their off-the-record statements.... They were not seriously
concerned with the poor people living in the areas they had
tentatively marked for renewal; they were not concerned
with any personal gain; they were not even very concerned
with getting a substantial amount of cash from the rest of
the taxpayers via Washington. But they were concerned
with power." In fact, power—subject as it is to abuse and
misuse—is what housing regulation is all about. Power to
dispense grants of privilege to favored interests. Power to
override individual rights. Power to shape growth as the
elite believes best. And power to control the construction
and allocation of housing in our society.
There is one positive alternative to the failed politics of
power and control—the free market, the same free market
that, between 1950 and 1968, created 32.4 million new
homes while the government was destroying over a million.
Indeed, Bernard Siegan, author of Land Use Without Zoning, argues that "the least fallible of city planners is the free
market," pointing out that in the Texas cities of Houston,
Pasadena, Wichita Falls, Laredo, and Baytown, which have
no zoning, the market has separated uses and allocated land
to its highest-valued use. If any errors are made, the market
corrects them; zoning would only lock them in.
Private land use planning is supplemented in such cities by
voluntary restrictive covenants, which assure property
owners as to the future use of their property. Private, civil
court action—either for nuisance or trespass—helps deal
with improper land uses. And arbitration can at times be
substituted for reliance on the courts.
The National Commission on Neighborhoods has also
suggested replacing traditional building codes with an essentially privatized system patterned after that in France,
where builders are liable for structural defects. Builders
normally buy insurance to protect against malpractice
claims; insurance companies hire private investigators to
check buildings; and mortgage lenders and property insurance carriers generally require warranty insurance before
they will issue a mortgage or insurance.
Even within the current regulatory structure, private individuals are working to meet the housing crisis. For example,
in San Francisco, Action for Better Elders (ABLE) is arranging house-sharing for senior citizens. Some lenders are now
offering variable mortgage payments, to increase over the
life of the mortgage as the person's income increases. And so
on.
The housing crisis is a manufactured crisis, caused and
promoted by a government that has systematically placed
the power to control our housing destiny in the hands of
arrogant elitists, both elected and appointed; sacrificed individual rights for the financial gain, aesthetic pleasure, and
personal advancement of others; restricted the supply of
land; created unconscionable delays in building; increased
the costs of construction; discouraged innovation; regulated
and ruined the rental market; and destroyed over a million
homes.
City councils and their planning officials produce no
housing. Nor do rent control or HUD administrators.
Rather, builders produce housing. And if government officials are serious about solving the housing crisis, they will
eliminate, not increase, government regulation of the housing market.
Q
Doug Bandow is a California attorney and freelance writer.
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Alex Laurins, Attorney, and International financier
can tell you how to

MAKE MORE MONEY . . .
. . . AND KEEP IT
Using Offshore Banking and Trusts.
Every year, every month, your money buy sless. When you do make a profit, the government grabs the lions share. Rampant inflation
exists side-by-side with recession. Governments who can't control their own bureaucracy try to monitor and control every facit of
their individual citizens' lives. You worry about how to provide for your family, today and tomorrow.
What is the answer? How can we control our lives and our assets? I believe the best solution is to adopt an international financial
approach, with confidential transactions, diversification into hard assets and currencies and avoidence of taxes wherever possible.
You don't have to be a Rockefeller to do this. Even a person of moderate means can reap the benefits enjoyed by wealthy individuals
and multinational corporations. It is simple once you know their secrets.
I learned these techniques the hard way. I have set up an offshore bank and have prospered in spite of U.S. government bureaucrats.
My associates and I believe that you should know the alternatives available that can enable you to control your financial life. There
is some literature available on the philosophy of privacy, internationalism and hard assets, but we found very little explaining actual
techniques and examples. We wrote How to Profit from Offshore Banking and Anyone can Profit With a Secret Foreign Trust to fill
that gap with information not available anywhere else—case histories, forms, contracts, and step-by-step instructions.
You owe it to yourself and your family to read these books. If you use the ideas presented you will protect and increase your assets.
If you don't use them you will have, at least, made a decision based on knowledge of all the alternatives.
We guarantee that you will find value in How to Profit from Offshore Banking and Anyone Can Profit With a Secret Foreign Trust. If
you don't, just send the book back for a full refund. We don't think you will want to.
Yours faithfully,

ixLaurms
LEARN THE SECRETS MILLIONAIRES AND MULTINATIONAL CORPORATIONS HAVE KNOWN FOR YEARS
HOW TO PROFIT FROM OFFSHORE BANKING explains how to:
use bank secrecy
start your own bank
increase your net worth
increase your working capital
protect your assets
write insurance
make loans with no risk

ANYONE CAN PROFIT WITH A SECRET FOREIGN TRUST tells how to:
• move money secretly
• confidentially correspond with your trustee
• control and transfer the assets of your trust
• plan your estate
• use trusts to avoid income taxes
By the time you finish this book you will know whether you need a trust, how to
set one up and how to use it.

BOTH BOOKS ARE FILLED WITH CASE HISTORIES, FORMS AND EXAMPLES
GUARANTY: If you are not satisfied with your books, you may return them within 30 days for a full refund.
YES, I want to learn more about offshore banking and trusts. I understand that if I'm not com~~ | pletely satisfied I can return the book(s) within 30 days for a full refund.
D Send me __ copies of HOW TO PROFIT FROM OFFSHORE BANKING at $20.
HOW TO PROFIT
FROM
OFFSHORE BANKING

D Send me __ copies of ANYONE CAN PROFIT WITH A SECRET OFFSHORE TRUST at $10.
D I want both books for the reduced price of $25. Send me j_ sets.

ANYONE CAN PROFIT
WITH A
SECRET
FOREIGN TRUST

D Charge my D Visa D Mastercharge account #____________________
expiration date ________ Signature
D

_________________________

Enclosed is my check or money order for $____________
(California residents add appropriate sales tax)

MY NAME IS.
I LIVE AT___
CITY/STATE/ZIP
GD&L PUBLISHING • DEPT. LR • 211 SLITTER ST., SUITE 607 • SAN FRANCISCO, CA 94108

LICENSED TO UNZ.ORG
ELECTRONIC REPRODUCTION PROHIBITED

MAY 1980

The Chicago Board of Trade, shown in 1877, was the first organized system that spaced the marketing
of crops over the year, which nearly eliminated chronic gluts and shortages.

fencepost to fencepost" in
anticipation of another record year of Russian grain
exports.
Now the farmers were
stuck. The embargo disMICHAEL LIPSON
rupted the commodity marMerchants of Grain, by kets — trading was susDan Morgan. Viking, .387 pended for two days on the
Chicago Board of Trade —
pp., $14.95.
and 17 million tons of grain
ON JANUARY 10, PRESI- which had been enroute to
dent Carter announced that Gulf ports now clogged
17 million tons of grain grain elevators all the way
pledged to the Soviet Union down the Mississippi, while
would instead be embar- the overflow lay rotting in
goed in retaliation for Rus- sheds and under canvas
sia's invasion of Afghani- tarps throughout the farm
stan. Feeling threatened by belt. But the griping farmers
events that seemed far have been placated to some
beyond their control, most extent: immediately followAmericans applauded his ing his announcement of the
"get tough" strategy — embargo, Carter promised
everyone, that is, except that the federal government
most of those who make would pay fo. the excess
their living from agriculture. grain and its storage, at a
To them, thanks in part to cost to American taxpayers
decades of U.S. government of over a billion dollars.
intervention in the market Considering that the Iowa
for grain, Russian wheat caucuses were at the time
sales make all the difference. less than two weeks away,
Midwesterners cried to the President's generosity
Washington that they were with taxpayer's money was
being made scapegoats for not hard to understand.
Neither was it an unprecthe sins of the Soviets. After
all, they justifiably claimed, edented decision. Since the
the U.S. Department of Ag- middle of the last century,
riculture (USDA) had told American politicians have
them in early 1979 to "plant regarded farm interests as
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The politics
of food
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sacrosanct, for the simple
reason that most Presidential elections hinge upon the
farm vote. Over the past
seventy-five years, farmers
have managed to drain untold billions from federal
and state troughs in the form
of export subsidies, price
supports, research and development funds, land grant
colleges, and monopoly allotments which restricted
production to a privileged
club. Currently, the USDA
showers over $5 billion a
year on agriculture, and that
amount is not likely to decrease anytime soon.
Because the federal government has continuously
intervened in agriculture in
such fashion for over a century, Dan Morgan offers a
thorough account of its interventions in Merchants of
Grain, his exciting chronicle
of the history of the grain
trade since its modest beginning on the Black Sea port of
Odessa in the mid-nineteenth century. And though
it was certainly not his intention—considering his obviously pro-interventionist
views—Morgan has handed
libertarians a priceless gift:
all the evidence we need to
launch a scathing attack on

