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Public Interest in Private Property (Land)t
By RAYMOND ]. PENN*

“The most profound development in the last few centuries
of world history unquestionably has been what Karl Polanyi
calls the Great Transformation—the transition of society from
a feudal to a market economy.

“Under feudalism, the common denominator of all social
relations was the tenure under which men held land. The
whole fabric of feudal society was tacked down at all strategic
points to he land. Political power, social prestige, material
wealth, and justice—all of these for any man were related to
and dependent upon his land tenure status. . . .

““Sometimes we in the United States are apt to forget that
feudalistic customs constitute a heavy barrier in many lands
against the introduction of democratic principles of social
organization. We forget that, in many parts of the world,
agrarian feudalism lasted until late in the nineteenth century;
that, in some countries, the break from feudalism has begun
only siticc World War I; and that, in parts of many countries
even to-day, a paramount social question is, ‘How can we
break the fetters of a feudalistic land system?’

"“The problem of elimirating the vestiges of agrarian feudal-
ism is of course bound up with the equally difficult problem
of determining upon some other land system that will allow
men the freedom and cquality which feudalism does not
allow, but that will still give men that degree of security
which will assure the needed production of food and raw
materials, the conservation of natural resources, and human
satisfactions in living. In all parts of the world there are lit-
erally millions upon millions of people to whom this ques-
tion is the great unsolved riddle of social organization.”
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HIS QUOTATION from a paper by the

late Leonard A. Salter, Jr., published
after his death, states quite clearly the
central issues of land development and
agricultural reform.

It is hard for us in the United States
to realize how many people, in how many
parts of the world are trying to untie
themselves from feudalism. In varying
degrees, both the poor farmer of the An-
dean Mountains and the agricultural
worker on the large irrigated farm have
seen that land ownership carries with it
more than the right to manage the land
and the income from it. In a sense, own-
ership of land carries with it ownership
of government—the right (o tax, the right
to enact and enforce police regulations,
and the right to judge. In addition, de-
cisions on investments in social capital—
education, transportation, hospitals,
power projects—appear to be the prerog-
ative of land ownership.

So, to the “campesino” ownership of
land is both the symbolic and the real
source of a new kind of tife. It gives him
food to stay alive, but it also gives him
the right to build his own house in which
to raise his family. It gives him, too, the
right to tax himself to build a school. Is
it any wonder then that land reform as-
sumes major importance to those people
who are still living under vestiges of feu-
dalism, or at least outside of the market

+The ideas presented in this article constitute
the theoretical portion of a paper presented by the
author at the Conference on Land Problems and
policies, held in Santiago, Chile under the sponsor-
ship of the International Cooperation Administra-
tion in February 1961. ICA representatives from
twenty Latin American countries were in attendance.

* Professor of Agricultural Economics, University
of Wisconsin, The author is indebted to Professor
Bryant Kcarl, University of Wisconsin, for many of
the ideas and for invaluable aid in putting this
manuscript into final form.

1Leonard A. Salter, Jr.,, “Do We Need a Land
Policy?”, The Journal of Land & Public Utility
Economics. November 1946, pp. 310-311.
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economy? To a simple view, what Latin

America wants is to industrialize, to ex-

pand production and increase the domes-:
tic market; in short, to raise the standard
of living of the people.

From any point of view, these Latin
American countries can do this only if
all of their people are part of the eco-
nomic system. They must produce to
sell: and they must have the power to
purchase. This requires a shift from feu-
dalism to svme form of market economy
—an economy where division of labor is
possible and where there is some reason-
able security of expectations.

All countries are, of course, at different
stages in this development from feudal-
ism to a market economy. The process of
the shift is different from one country to
another, too. However, nearly every-
thing I have read and the very little I
have seen of Latin America leads me to
believe that the basic issue is how to ab-
sorb the nearly 50 percent of the popu-
lation into productive jobs in the econ-
omy.

Let me point out that the problem
would be relatively easy if it were only
what it appears to be— making more land
resources available to the landless. It is
that, ycs, but it is much more. The pres-
sure for land reform is, in actuality, pres-
sure for a major change in the structure
of the economy. I submit that what the
landless of Latin America want, and
what the economy of Latin America de-
mands, is more than the breaking up of
large landholdings. It is the breaking up
of the bundle of rights which have so
long been a prerogative of the large land-
holder and denied to the landless.

It is perhaps natural that we in the
United States take a much more limited
view of land reform. Our own nation
was founded at a time when Europe was
breaking away from feudalism; and our
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Constitution was established on the 3ib-
cral idcas of those who knew what feu-
dalism was and why it must be aban-
doned. The Constitution sets up courts,
a police force and legislative authority
apart from the ownership of land. Thus
feudalism never really got established in
the United States and some rather vio-
lent “rent wars” in New York in the
1840’s dealt the final blow to the patron
system,

Property in the United States still car-
 ries with it rights to land and the prod-
ucts from that land. It also imposes re-
sponsibilities on cthers to respect those
rights. But the Iz 1dless and those who
own only a little . wve ways open to pro-
tect themselves ana to advance. They can
go to court and can count on {air treat-
ment if the landowner abuses them.
They can put pressure on the legislature
for social sccurity, minimum wages,
safety requirements, and unemployment
protection. Credit sources make land
purchase more feasible. They can acquire
property rights in industry; or, through
their union, cven feel that they have
some security in the form of the laborer’s
right to a job.

So let me repeat, it is natural for us in
the United States to look at land devel-
opment and land reform issues in Latin
America and also in other parts of the
world in such a restricted way that we
may miss the issue completely.

There is another reason why one nceds
to differentiate between the meaning of
property in the United States and in
countries that still have some feudalism.
We think of United States firms as going
into foreign countries and operating
pretty much as they do in the United
States, with labor and capital sharing the
same rights and responsibilities as they
do in the United States. Generally, how-
ever, this is not the case. When a com-

pany acquires property in another coun-
try it will generally follow the rules of
that country. Willingly or not, it will
find itsell exercising the landowner’s pre-
rogatives of that country. It may furnish
better than average facilities and condi-
tions of employment for its laborers. Yet
a United States company in a feudal
country becomes a symbol of the general
ownership structure of the past and, as
such, the target ol land reform programs.
To put 1t bluntly, United States indus-
try cannot operate in a feudal country
without accepting the rules of feudalism
and thus sharing the villain's role for
those who want to strengthen the cco-
nomic and legal position: of the landless
and jobbers.

Up to now we have been ralking
about the nature of private property in
land and how the concept may be differ-
ent in different countries or even in dil-
ferent parts of the same country. Now
we come 1o the question of using re-
sources in the public interest. Most of us
would agree that the national interest
(and simple justice) require that the use
of resources be designed to bring the
greatest good to the greatest number.
This is what we mean by the public in-
lerest.

In the United States we feel we have
a sort of built-in automatic regulator of
public interest. In theory at least, each
person does what he considered best for
himself. He buys or sells land or any
other product. He makes the most profit
he can. Prices will fluctuate, production
and demand will adjust, and competition
will force each of us into his most pro-
ductive employment. Hence, the sum of
the maximum incomes of individuals
will result in maximum public welfare.

On the strength of this idea the United
States proceeded late in the nineteenth
century to give almost complete and in-
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violate private property rights in land.
It is my feeling that this was possible
only because of the large amotints of un-
occupied land in the United States. At
any rate, the United States encountered
a number of problems in land use and
in each instance the issue developed be-
cause individual responses to the auto-
matic pricing mechanism were difterent
from what the public wanted. For in-
stance, the best interest of the heavily
mortgaged farmer was to cultivate as in-
tensely as possible even though the farm
would wash away and a resource be de-
stroyed as a result. The timber owner
could make the most profit for himself
by clear-cutting his land. The stock-
broker would profit most by selling stock
to an uninformed customer for more
than it was worth. Our response to these
abuses was not to abandon the price
mechanism as a way of allocating re-
sources, but to modify it by specific re-
strictions on what individuals could do.

In the twentieth century, with rapid
increases in population, expansion of
cities, greater demand for land and wa-
ter, etc., the public interest in land use
has come into focus more clearly than
before. In the United States today I
think we may fairly say that community
land use planning (zoning, local govern-
ment and services, etc.) is a public policy
matter second only to international rela-
tionsz’Eand use planning is our response
to the challenge of protecting the public
interest against unrestricted use of land
by its owner contrary to the public in-
terest.

The idea that private property in the
United States was absolute and inviolate
led Karl Marx into an erroneous fore-
cast. He thought the power accompany-
ing ownership of productive resources
would become so concentrated in the
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hands of a few, #nd these few would
abuse the rights of the many so outrage-
ously, that revolt would be inevitable.
Marx missed the forecast because he saw
only one part of the picture. He failed
to see that an individual without private
property rights may still, under a far-
sighted governmental structure, have
procedures available and freedom to de-
velop new ones that will act in the larger
public interest—restraining private inter-
est if and when that becomes necessary.
I would like to draw a sharp distinc-
tion between public interest and public
authority or government. Governmental
authorities often come to believe that
their actions are the only ones invested
with public interest. This is truc every-
where; it is true in the United States all
too often. A conservation department
considers its decrees synonymous with
public interest and accuses its opponents
of sclfishness or dishonesty or both, A
highway department puts its road-build-
ing program above any other land use
or use of tax money in the public inter-
est. Tortunately there are always groups
or agencies to challen se such artogance,
often even within the rovernment itself,
In those countries wit 1 one-man control
of government or with a dictatorship of
a few, and with restrictions on freedom
of speech and press, it is much more se-
rious to consider government authority
and public interest one and the same,
Public interest it seems to me should
be the view of the public—of the people.
Actions of individuals arc often in the
public interest; sometimes even when
they conflict with governmental policies.
Resolving conflicts between individuals,
even on what might be thought of as pri-
vate matters, may also be in the public
interest. And of course projects which
cannot be done by individuals or whose
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benefits are widery dispersed are the most
commonly considered to be in the public
interest.

What does it take to define and deter-
mine what is in the public interest?
Three things, I think. People must have
an opportunity to express their desires,
the right to get together in groups and
arrive at decisions, and some bargaining
power to put the group decisions into
effect.

Procedures are important. We need
procedures to help in arriving at group
decisions (planning or policy formation).
We need procedures which give the peo-
ple power in putting their plans (their
wills) into operation. And of course we
need procedures to protect minorities.
The force of public interest thus defined
can be brought to bear not alone on the
recalcitrant individual but also on the
government agency that is failing to do
a job that is neceded—and may even be
brought to bear on the government itself.

I submit that the most important in-
gredient in cconomic development is for
people (the public) to have authority to
express their interest. Land ownership
was, at one time, the only channel
through which this could be done. Today
other procedures of a society give the
public this force. The procedures must
be flexible so that the structure can be
continually changing to meet the needs
of the times. When an institution or a
rule is inadequate for current needs, it
must be changed—cither with orderly
procedures or in a more violent manner.
Witness the sit-down strikes in the 1930s
or the Iowa judge unable to foreclose on
a farm; these were violent reactions to
rules too rigid for the public interest.
The violence of the change is, [ think, in
direct proportion to the inappropriate-
ness of the rule or institution and the
rigidity with which it is held.
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Public interest and procedures to give
it expression in a continuing and orderly
manner have not been conspicious in
Latin America. But such procedures
must and will be developed. Latin
America will not follow our procedures
but they may find our experience useful
in their own planning. Let me very
briefly review the procedures we use in
the United States to exert public interest
on the use of land.

(1) Police Power. People, through
their government, can pass such laws as
are nccessary for health, safety, security,
and national welfare in regulating an in-
dividual’s land use. We are required to
stop at a stop sign, we cannot open a
store in a residential area, we cannot
plow up sod in some soil conservation
districts in the Great Plains. This is
strong authority; so it is limited. It is not
to be used unless it is necessary to protect
the public health, safety. morals and gen-
cral welfare. It cannot be arbitrary and
it must have some relation to the desired
goal. Tt cannot confiscate the property.
In addition, it must involve due process
of law for the individual. He must he
notified, have an opportunity to he
heard, and have access to the court if he
feels damaged.

(2) Taxation. People can levy taxes
on lard and income to support their gov-
ernment. These taxes must be uniform—
similar pieces of land must pay the same
tax. Taxes must be used for public pur-
poses to finance the government. We in
the United States have a rule that taxes
are not to be used for regulation; though
one from Wisconsin must say that with
tongue in check. History has ample evi-
dence that the power to tax is the power
to destroy. All the more reason why it
must be exercised locally, democratically,
and with a broad sensitivity to the public
interest.
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(8) Eminent Dowmain. 1f the public
must have a person’s land it can be taken.
This, too, is a power so stiong that rigid
limits have been placed on it. Any land
taken by the government must be used
for a public purpose. Highways, rail-
road: and public utilities, schools, etc.
are considered public but, in general, we
could not use this audhority to take land
from one private person and give it to
another lor private use, as would be done
in a land distribution program. Urban
redevelopment  (slum clearance), how-
ever, has used this authority to take pri-
vate land, change its use, and return it
10 private use. T'he owner is compensated
for the land taken but his only basis for
contesting the action is the adequacy of
the compensation and the validity of the
public interest.

(4) Spending Power. Governments
can have major effect on land use by the
decisions made about spending. Roads,
schools, power projects, airports, defense
and other government purchases all can
have a major effect on land. Subsidics,
as well as taxes, can guide the nature of
private land use. Considerable public
expenditures will be needed in most of
the settlement projects 1 have seen in
Latin America. Spending power is im-
portant in cconomic development any-
where,

These, then, are some of the hasic ols
by which the people express their public
interest in private land in the United
States. Often, without changing owner-
ship these tools give the government
power over private property when it can
demonstrate that its actions are in the
public interest. Tools such as these are,
of course, the particular peculiar combi-
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nation that has grown out of the United
States history and culture. Other cultures
will find other ways in which people can
give their interest form and force. Suc-
cessful deviiopment of ways to express
the public interest may let us substitute
moderate changes in the structure of the
cconomy for violent changes in the eco-
nomic system. One way or other, how-
ever, peoples will break with feudalism
(as we ourselves did) and establish the
authority of the public interest against
the authority ol centralized government
or cconontic class.

I have directed my attention in this
paper primarily to land problems and
policics as they relate to cconomic devel-
opment. But land policies and trade pol-
icies and national fiscal policies and total
economic development are all part of the
same structure.  Perhaps I can be ex-
cused, as a land cconomist, for feeling
the* land policies are strategic to these
other areas of vital national concern. But
as a social scientist of wider interests and
as a person of deep democratic convic-
tions, I must also make it clear that land
ownership is a burning issue in Latin
America only because of the other pow-
ers that, in a feudalistic society, arcom-
pany the ownership of land. The peoples
of Latin America feel a passionate con-
cern about owning land because owning
land is their route to personal security,
to autonomy, to freedom from arbitrary
subjection to the will of others. It is,
however, only one of several routes, It
may, in fact, be a disappointment and a
delusion if the other requisites of politi-
cal and economic security are not
present,



