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Abstract

Geonomies are economies that recycle geo-rents throughout the geonomic community. A geonomic jurisdiction could recover the rents, for instance, by levying a tax on land and share the rents, for instance, by financing truly desired services and/or by paying out a dividend to residents. The question is, is it a matter of either/or or both/and? Either subsidized services or Citizens Dividends? Or both social programs and an extra income for all? Could rents really total that much?

The size of rent helps advocates of a basic income grant (BIG) or of some other form of social salary deal with the basic resistance from the general public. That is, the bigger the rent total, the easier it is for people to accept a slice. Indeed, the only existing “basic income grants” are actually oil-rent shares.

People already know about some sizeable rents, such as those paid for oil. And of course it is lucrative returns – hefty rents – that drive developers of sprawl and motivate others who carelessly harm the earth. On the other hand, sharing rents – if sufficiently sizable – could spur people to warm up to a policy that protects the health of the rent-source.

Sharing rents, if they’re enough, would lift the income floor. Enjoying more purchasing power would reduce citizens’ demands upon government. Further, a big enough rent-share justifies reducing the discretionary spending power of politicians. Doing that would reduce rent-seeking and waste. Fewer demands upon the public treasury would leave more surplus revenue for the DemoDividend.

The amount of rent is not static, nor shrinking when recovered by the geonomic polity. “Land dues” spur owners to produce. In turn, active commerce pushes up site values, growing the pie for the Citizens Dividend.

Finally, at least some local geonomies already have grown robust enough to fend off national recessions. That’s the kind of good news that welfare economists could present to the public and policymakers, especially now when economic performance captures public attention.

After trillions of dollars in bailouts to rich elites, more people may feel entitled to a slice of the pie now, too.

Definitions

Before we explore the topic of geonomics more deeply, some terms: Geonomics – Earth-focused economics – tracks rents and based on its findings predicts economic performance, and having called the recent recession, does better than do most conventional economists.

Rents are the monies people spend for the nature they use, and the privileges they use; rents are like dynamic land values; land value is like static rent. Privileges are government-granted permits that bestow if not a monopoly, as in the case of utility franchises, at least commercial advantage. Geonomies are economies that recycle the rents paid for Earth, for sites and resources, and for privilege.

A geonomic jurisdiction could recover the rents by levying a tax on private land, charging a land-use fee, requiring land dues, leasing public land, or some other means. The payout could be called, for variety’s sake, rent share, DemoDividend, Citizens Dividend, social salary, or income supplement. A Basic Income Grant is a fixed amount geared to the cost of living, not a dividend based on the amount of surplus revenue or rent.

Introduction – Bounty Issue

Most people’s first reaction to the proposal of an income apart from their labor (or capital) is that it’s something-for-nothing, hence not justifiable. Fortunately, those same people more easily come to concur that natural resources could fairly benefit everyone, since nobody made Earth and all of us need some. Further, it’s not too hard to see that the value of a location comes from the surrounding society and nature.

Proposing to the public an extra income apart from wages or interest only makes sense if such an income supplement is feasible, that is, affordable. Being feasible economically is a sine qua non for being feasible politically. As long as a social salary seems to be pie in the sky, or redistribution, few people take the proposal seriously.

The size of rent helps advocates of a Basic Income Grant or of some other form of social salary deal with the basic resistance from the general public. That is, the bigger the rent total, the easier it is for people to accept a slice. Indeed, the only existing “basic income grants” are actually oil-shares.

The best-known example of a DemoDividend is the Alaska oil dividend. A little known example is Aspen CO’s housing assistance granted to a majority of households, even to doctor’s making over $120,000 per year, since the cost of living in that Rocky Mountain high-end ski resort is so spendy, due to expensive locations. It is funded from a tax on sales of real estate, whose greater portion of value is the land.

Neither public payment (oil dividend or housing assistance) is a basic income grant; both are rent shares. Proponents justify capturing land value and disbursing it to residents not only by arguing that ordinary people need the money. They also note that there is so much rent, it is a surplus (and economists define rent as a surplus, too).

Bounty Issue:  Rent Flows

The fact that handouts for the poor, unlike handouts for the rich, aggravate the voting public suggests that advocates of a BIG should drop their uphill approach of pointing out how miserable some unlucky people are and focus instead on drawing attention to the commonwealth, a surplus generated by all and available to everyone.

Rents are enough for every breadth of government to redirect a stream into their public treasury then out again as either genuine services or a dividend or both:

*
Localities could recover urban rents (most port districts already are public) and most rural surface rents (agricultural) and utility franchise rent.

*
States could recover sylvan (timber and wilderness) rents and mineral rents (including oil) and right-of-way rents (railroads, toll roads, etc).

*
And nations could recover EM spectral rents (radio, television, mobile cell phones, etc) and ecosystem rents (basically, pollution charges).

*
Along with natural rents, people also spend immense sums for government granted privileges – such as corporate charters (limited liability), patents/copyrights, some professional licenses (as for doctors), and bankers’ sovereignty (the power to expand the money supply) – either to the holder of the privilege or, sadly rarely, to the jurisdiction granting the privilege. Nations could recover those rents, too.

While most economists and government officials do not now bother to tally up our spending for goods and services not produced by labor and capital (unless you consider lobbying to be labor and campaign contributions and bribes to be capital), it is possible to estimate the amount of rent flowing in an economy by extrapolating from spending on real estate, mortgage debt, resource owners profits, property taxes, and the like. It’s a bit like what physicists have to do to calculate the values of subatomic space – measure the bits you can and just extrapolate the rest. But it is doable. And the best, conservative guess shows that at least a third of GDP is rent, with the likelihood being rent could be much, much more. (1)

Hong Kong is often cited by Fortune magazine as one of the best places in the world to do business (2). The Heritage Foundation ranks it and Singapore as a couple of the freest places on earth. The rankers site the low taxes, low prices, high salaries, and high investments, but somehow leave out that these are geonomic cities, recovering far more site rent than most other locations. Hong Kong gets about 40% of its ground rent and with it funds about 80% of its budget (3). Getting the rest of the rent, it could disburse a hefty rent dividend to its residents.

Bounty Issue:  Workweek Length

Rent has to be immense if estimates of ideal workweeks are to make sense. Anthropologist Marshall Sahlins in his Stone Age Economics (4) figured that hunter-gatherers worked two hours a week. Inventor Buckminister Fuller added up the time it takes to produce the basic necessities we consume and divided that by the workforce, also arriving at two hours per week. Juliet Schor, then of Harvard, in her book Overworked American (5) applied all increases in productivity over the career of the average Baby Boomer to shrinking the workweek and got it down to 6.5 hours.

The calculations above suggest that much work we now do is not strictly productive but more accurately conformist – it garners a paycheck but does not augment society’s storehouse of value (as does some unpaid labor, as done by volunteers at charities). J. W. Smith (no relation) in his book The World’s Wasted Wealth (6) identifies some of the jobs people now do for money but that don’t really add value, such as much paper shuffling, lawyering, dinnertime soliciting, etc. People might not agree to do these jobs if they did not have to, and they would not necessarily have to if they received an income apart from their labor or capital.

Because receiving an income supplement allows people to shrink their workweek, when advocates of an income supplement also argue for “full employment”, they contradict the logic of receiving an extra income. Who needs to spend so much lifetime at a job if they don’t need the pay? And does life have no more meaning than just being a foot for some pedal, a hand for some lever? Rather than cater to the worn out Protestant Work Ethic, proponents might make more headway by fostering the burgeoning Polynesian Play Ethic, in which one earns esteem by contributing an uplifting spirit to one’s fellows.

Bounty Issue:  Either/Or Vs. Both/And

While there may be enough rent to fund the existing size of government, why bother? Why perpetuate a questionable system? Surely there is some government spending that even advocates of a Basic Income Grant consider to be waste? Wouldn’t eliminating current government spending leave more revenue for a dividend?

Presently, in some rural US regions, prison building is the only growth industry. However, where people enjoy greater material security, fewer of them commit certain kinds of crime. Society would have less need for courts, cops, jails, parole officers, etc. That allows government to budget less for combating crime. When Pittsburgh PA taxed land far more than buildings from 1980 to 2000, it won the title of America’s Most Livable two years in a row. The Steel City was the only major US city with affordable housing and a crime rate like a small town’s. (7)

Some BIG advocates advance the Basic Income Grant in addition to welfare for the poor and helpless. But what if a rent-share would exceed BIG plus welfare? Or, even if a rent dividend were less, what if society itself were much more generous, given the growth in their income? And a fall in the cost of living?

BIGists also endorse the usual social programs such as public schools, socialized medical insurance, etc. But what if individuals could afford to pay for them themselves? Many social services become affordable when income goes up – via the DemoDividend – and outgo goes down, when the services cost less. When doctors and hospitals, schools and teachers, must compete, then they find ways to cut out waste. And such providers would have to compete if government quit tilting the playing field with licensing requirements and subsidies.

Further, a big enough rent-share justifies reducing the discretionary spending power of elected officials. When politicians have less say-so over spending, then they are less able to reward insiders, spend for war, etc. Shifting the power of discretionary spending from politicians to citizens would reduce rent-seeking and waste. As politicians lose discretionary power over the public budget, the opportunity for graft and corruption is curbed, too. When entrepreneurs can conduct business without having to pay bribes, they generate more wealth for more people. This more vigorous commerce also pushes up site values, which would fatten the rent dividend.

Bounty Issue:  Guns Vs. Butter Or Neither

A Citizens Dividend can solve the guns-vs-butter dilemma. Not only does the rent-share eliminate the need for “butter”, but also for guns, and the military is an enormous government expenditures. It’s not just Eisenhower’s military-industrial complex and empire-building wars that are costly but also the war on drugs. But would these harsh expenditures be as popular with a populace receiving an income supplement? Such a cash cushion makes people less desperate, less likely to enlist in the military. A smaller national armed force would save money on payroll.

Further, if people feel secure materially, that allows them space to feel secure emotionally, so that they’d be less susceptible to warmongering. In a more rational mental space, they could more easily calculate their bottom line. Without too much thought they’d realize that spending less public revenue on wars of various sorts means receiving a fatter dividend check each month.

In the past in rural areas, owners required to pay rent sold off excess land, converting plantations into family farms. Every nation that levied a higher tax on rural land – Denmark, Australia, New Zealand, Taiwan, plus the state of California – achieved agrarian reform without one drop of blood shed (8). Reducing land conflicts reduces violence within borders, so that national guards become superfluous, and costly government can shrink.

Prosperous nations do catch the eye of their neighbors. If the rent-recovery method of land title redistribution and economic development could become widely known, then its use might spread. A planet of nations enjoying prosperity based on economic justice would have enough success at stake that humans might be less tempted to wreck the good times by resorting to war – the mood prevalent in Western Europe. They’d have less reason to prepare for war and could again cut military spending.

In general, the Citizens Dividend reduces the role of the state, whether it was delivering guns or providing butter. Fewer demands of any sort upon the public treasury would leave more surplus revenue for the DemoDividend. Advocates of a Basic Income, instead of always hoping to find allies exclusively among the Left, could also make an effort to link up with fiscal conservatives and nationalists opposed to foreign entanglements.

Stability Issue:  Widespread Prosperity

How does geonomic policy work so well? Fully implemented, it eliminates wasteful speculation. Land dues spur owners to produce – or sell to someone else who will. Having to pay – rather than keep – rent, it becomes an overhead and land a “tax liability”. Landowners quit speculating and make sure to put sites to best use, especially the more expensive prime sites downtown or those near downtown or oil fields, the sites entailing the highest land dues.

Even impoverished nations can increase their output by recovering rent, thereby motivating owners to quit being the dog in the manger. The poster child for rapid development is Taiwan, which went from hunger and poverty in the 1940s to being an industrial and commercial dynamo (9). And they did so while slowing their rate of population growth, yet land values still rose; a densely populated island with a large middle class has higher location values than an over-populated island with millions of poor and hungry.

The amount of rent is not static, nor shrinking when recovered by the geonomic polity. The new development that follows public rent recovery, and the higher density and new commerce that will take place in the new buildings, all push up site values. And they raise income, which also pushes up site values. Higher site values grow the pie for the Citizens Dividend.

Stability Issue:  Environmental Impact

Another natural ally for extra income advocates are environmentalists. Already, some “greens” do discuss income inequality and quality of life issues, notably Herman Daly, author of Steady-State Economics (10) and with Bob Costanza, the economist who figured nature performs services worth $30 trillion each year, was founder of the branch of ecological economics. More such progressive thinkers could become receptive to an income supplement, especially when it comes from Earth’s worth.

People already know about some sizeable rents, such as those paid for oil. And of course it is lucrative returns – hefty rents – that drive developers of sprawl and motivate others who carelessly harm the earth. And it’s governments subsidizing sprawl – by charging new infrastructure, schools, and police to existing residents, not to those moving in (11) – that tilts the playing field in favor of automobile-centered development instead of compact development.

On the other hand, if government did not drive up suburban land values but instead recovered the land values that society generates, then landowners would be spurred to quit speculating, withholding prime sites from rational use, and use their land more efficiently. The resultant compact settlement pattern (12) not only appeals to environmentalists. It also makes metro regions much more livable, which pushes up land values. Getting a rent-share, residents could afford more pricey urban centers, where cars are not needed. And our species’ impact on the planet is not so much a footprint as it is a tiretrack.

If residents received a rent dividend from all of their region’s land, then they would not favor one use over another. Presently, the only way an owner can profit from his particular parcel is by developing it. And in Alaska, the only way a resident can fatten their dividend is by selling more oil or driving up its price. Hence, now some owners and Alaskans may favor eco-ploitation (exploiting the ecosystem).

Yet, any single use lowers the overall value of the region. A strip mine has less value than a wilderness with a tunnel mine and an intact surface. A city without parks but only border-to-border development has less value than a city with a healthy amount of open space. The only way for owners and residents to capture these highest values from truly balanced use is by paying land dues into the public treasury and getting rent dividends back. Plus, on a healthy ecosystem, a sustainable economy could flourish. Thus this green dividend could win over many more people to the green cause.

Stability Issue:  Plugging Local Leaks

Most US households spend most money not on food and fuel – most of which is not produced locally but is imported – but on mortgages and taxes (13), which flow to absentee lenders and legislators. When localities lose their economic values, they become feeble, yet overarching economies do not grow strong, since the sucked out values tend to reward speculation and leveraged investing. Debt makes an economy top-heavy and wobbly, ending in recession, as happened in the US in 2006.

Fortunately, public recovery of rent makes it possible to “buy local” in larger amounts, which stabilizes local economies and national ones. Here’s how.

As noted, land dues lead to more compact development. Local farmers could cultivate land closer to urban markets (14), which would cut their transportation and storage costs, giving them an advantage over food importers. Also as noted, land dues favor family farms, which can more easily go organic and cater to local markets. Plus, getting dividends for being residents rather than getting subsidies for factory farming, more young people could move into the field (no pun intended).

Using city sites efficiently means more compact development. Contiguous buildings leak less heat, cutting their energy bill. Shorter distances between homes, shops, offices, and parks not only reduce driving but also encourage riding, pedaling, and walking. All of this saves fuel, a savings which finds its way into higher urban site values, as always. The dividend makes livable cities affordable cities.

As land taxes rise, land prices fall. People buying land would not have to borrow so much from banks. Since bundled mortgages usually are owned by big institutions on Wall Street, paying stock dividends to stockholders in Connecticut and Beverly Hills, pared down mortgages means less local value would leak out via debt service.

Stability Issue:  Tax Shifts

Along with shifting the property tax off buildings, onto land, another tax shift that circulates spending locally is to not tax sales but to tax resources. Typically, locals pay the sales tax and state capitols receive it. Resources, however, are typically owned by wealthy outsiders residing in New York and San Francisco. Absentee owners, not locals, would pay the resource tax that state capitols would receive. To neuter the sales tax, recall that laws are written by lawyers and all have loopholes. In the US, localities can skirt the sales tax by setting up an Enterprise Zone coterminous with their boundary.

Already, half of households avoid the federal personal income tax (15). All locals could dodge income taxes, levied by the federal government and some states, by setting up Government Stock Ownership Corporations. GSOCs buy the stock of local companies and pay dividends to residents that, coming from a government (agency), are tax-exempt. GSOC income could be enough that employees could accept far smaller salaries, small enough that other tax credits and deductions would keep them below taxable amounts.

Such a tax-free environment would complete the plugging of local leaks. It’d also pump up site values and the site-rent dividend. Ironically, the extra income would no longer be needed for cushioning people during busts, since the national economy sans debt would be modulated, but it’d sure be fun to have, letting locals shrink their workweek regardless of federal policy.

Stability Issue:  Business Cycle

The reason boom follows bust in the current regime is because economic success sows the seeds of its own destruction. (16) When people prosper – whether by inventing new technology or discovering a new resource – they pump up land values. Seeing the higher values entices some owners to speculate and bid up the price of land, which inflates its value. Others withhold prime sites, making economies inefficient. Every 18 years or so, the point is reached where land has sucked up so much money, leaving so little for spending on the goods and services that people do produce, that recession follows (17) – but it need not be that way.

In a geonomy, landowners, rather than withhold prime sites from use, speculating on a higher future return, they prefer to invest in developing their sites in real time. That makes the local economy less susceptible to the vagaries of the national economy. In Australia during the recession of the 1970s, most towns of course lost business and some firms went bankrupt. Yet the towns that taxed land instead of levying a conventional property tax not only did not lose less business, and did not merely break even, but they actually gained new businesses while their neighbors were losing old ones (18). Such is the power of not taxing labor or capital but of levying land.

Given that recessions frighten people, and frightened people behave irrationally, such as gifting trillions of public dollars to Wall Street elites, it bears repeating: local geonomies grow healthy enough to fend off national recessions. That’s the kind of good news that welfare economists could present to the public and policymakers, especially when economic performance captures public attention.

While the land dues or land tax by itself does a ton of good, when you couple it with the rent dividend, the picture gets even brighter; the rent-share acts like a sort of thermostat or regulator. To wit, as people engage in commerce, they pump up site values which swells the dividend. As people receive more income, they work less, which damps down land values and shrinks the dividend. As people receive less income, they go back to work, starting the cycle all over. Thus the peaks and valleys of the cycle remain moderate; it’d no longer be boom then bust but climb then glide.

An imperturbable economy creates the full-larder effect, whereby citizens do not feel stingy toward their fellows and feel better about sharing and creating trust and a sense of community. But we’re not there yet. It’s during these hard times that advocates of an extra income must generate a groundswell for economic justice.

Crisis:  Danger Plus Opportunity

Both Hazel Henderson (coiner of “think globally, act locally”) and Rahm Emmanuel noted that a crisis is a terrible thing to waste. Ms. Henderson alluded to the opportunity to transform the economy into a new one both bountiful and sustainable; Obama’s chief of staff alluded to the opportunity to indebt major rent-seekers. His vision, of course carried the day.

However, the multi-trillion dollars spent bailing out Wall Street did expand the parameters of the discussion about government spending and wealth distribution. Since government can lavish trillions upon a tiny fraction of a percent of the US population and hope that the wealth trickles down, why not instead grant the funds to the citizenry at large and let the wealth trickle up? If the rich who don’t even need it can get something for nothing, why can’t everybody?

On moral grounds, an average person can see the trickle-up expenditure as fairer than the trickle-down variant. On practical grounds, geonomists can show where the money for an income supplement would come from. During this part of the business cycle, now more than ever, the proposal of extra money in the pocket should be able to gain traction with a critical mass of the public.

Even though rent is common wealth, so that the income supplement won’t seem like a mere handout, it should be presented within the entire geonomic framework: Shift taxes off our efforts while recovering the socially-generated rents of nature, and shift subsidies away from special interests into a dividend for the citizenry in general.

Finally, while many see an income supplement as leftist, and public recovery of rents as leftist, that’s balanced by shifting of taxes off labor and capital which is rightist, and by curbing wasteful government spending which is also rightist. Hence geonomic policy is balanced politically and draws support from people all over the political spectrum. And beyond ideology, geonomics does deliver what people want from an economy: bounty and stability, short term and long.
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