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LINCOLN L. RUTTER _
8373 SEMIAHMOO DRIVE 9 -5-04
BLAINE, WASHINGTON 98230
(360) 371-3134
FAX: (360) 371-8179
EMAIL: Zajal@aol.com

Tune 29, 2006

Blaine City Council and Planning Commission
C/O The City of Blaine

344 H Street

Blaine, WA 98230

Dear Council and Planning Commission Members:

Enclosed for your review please find the article: “The New Road to Serfdom: An illustrated guide to the
coming real estate collapse.” by Michal Hudson, Professor of Economics at the University of Missouri. It
will make clear to you the financial reasons for the current “speculative bubble” phenomenon that is
presently rising through Blaine’s housing market, and as a result of our 28% dependence on the residential
housing sector, how seriously vulnerable Whatcom County’s entire economic situation really is. The article
will illustrate w#y the present national mortgage debt situation is simply unsustainable; more importantly,
however, it will explain sow the local speculative excesses of our “FIRE” (for Finance, Insurance and Real
cstate) industry sector have now put Blaine at the very top of the list of our country’s most economically
threatened communities.

I sincerely hope that you will find the economic “information graphics” as interesting and informative as I
did; that you will, as Blaine’s true city planners, begin to take appropriate action such as upholding to the
letter our State’s Growth Management Act which was drafted to help protect our natural resources from
this type of eventuality. Further annexations and real estate developments must be based on obviously
distorted facts about real estate demand, the actual growth rate of our population and on the ridiculous
notion that the past mortgage deht excesses can be sustained.

L also urge you to fully consider that 71% of all US real restate markets are now characterized as
“overvalued” (determined as pnces representing 34% or greater above the normal average ot “the mean”).
Bellingham’s ranking as the 16™ “most overheated” real estate market in the nation {with prices that are
now 51.5% above that mean level or “extremely overvalued™) at a time when the magnitude of this
speculative bubble is so obviously historically unprecedented as the article points out, is like winning a
merit badge in unsustainable economic theory; it will have serious financial consequences. Approving
annexations during such a distorted market situation constitutes a “giving” of huge amounts of taxpayer’s
funds to undeserving developers since their real estate projections are only based on self- serving media
hype and very poor lending standards, an abnormal market, as the enclosed article so eloquently points out.

Please share these graphs with your City’s Planning Staff; ] would enjoy any opportunity to discuss the
matter further should you have questions or concerns.

Sincerely,

Enclosure: Article, The New Road to Serfdom






THE NEW
ROAD TO SERFDOM

An illustrated guide to the coming real estate collapse

By Michael Hudson
Information graphics by Nigel Holmes

Even men who were engaged in organizing debt-serf cildtivation and debt-serf in-
dustrialism in the American cotton districts, in the old rubber plantations, and in
the factories of India, China, and South ltaly, appeared as generous supporters
of and subscribers to the sacred cause of individual liberty.

—H. G. Wells, The Shape of Things to Come

ever before have so many Americans gone so deeply into debt so

willingly. Housing prices have swollen to the point that we've tak-

en to calling a mortgage—by far the largest debt most of us will
ever incur—an “investment.” Sure, the thinking goes, $100,000 bor-
rowed today will cost more than $200,000 to pay back over the next thir-
ty years, but land, which they.are not making any more of, will appreci-
ate even faster. In the odd logic of the real estate bubble, debt has come
to equal wealth.

And not only wealth but freedom—an even stranger paradox. After all,
debt throughout most of history has been little more than a slight variation
on slavery. Debtors were medieval peons or Indians bonded to Spanish
plantations or the sharecropping children of slaves in the postbellum South.
Few Americans today would volunteer for such an arrangement, and there-
fore would-be lords and barons have been forced to develop more sophisti-
cated enticements, :

The solution they found is britliant; and although it is complex, it can
be reduced to a single word—rent. Not the rent that apartment dwellers

Michael Hudson is Distinguished Professor of Economics at the University of Missouri-Kansas City and the author of
many books, inciuding Super Imperialism: The Origin and Fundamentals of U.S. World Dominance.

Nigel Holmes was the graphics director of Time magazine for sixteen years
and is the author of Wordless Diagrams.
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" 03 July 2006

TO : Blaine City Council
RE : lt-is‘-mos't'ly__in,ye.l.[r_hand's.!

The Seascape pro_;ect has d|slocated the housing for nearly 20

. persons,

We request that the Clty Cuunc:l allow us to respond by constructing

' affordable housing for these dlsplaced persons

Current zaning repu:edly curtails us from doing so in a practical

““manner. Our largest site is the smgle famlly “Cedar Court” site,

East of the Chinese restaurant.

. Hdrbor Lands 00. _-
P.O. Box 4082
- BELLINGHAM, WA 98227
PHONE (360)734-8191 -
' FAX (360) 647-9223 R | . 25



