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BQUILIBRATING THE RENT AND TAX SYSTEES
(Iﬁtraﬁncing_?Zamamgyﬁéiﬁieﬂgglan}

By FRANCIS M. BOTELHO

Or my street there are a number of maasiéns from pre-
€ivil War days. .Some have been converted into rooming houses;
others into storss and dwellings -- even qﬁick lumch rooms
and garage service shops. A numbsy are vacant -- uglily
Gilapidated, wigh broken window pattes and dirty *For Rent'
and "For Sale*‘sig&s. The owners of these continvne to be-
burdened with taxes and, n§ doubt, with interest on mortgages,
although obviously there is no iucome from the empty premises.

At the same time, during last year's flurry, rents have
been increased for the tehnants of most of the aceugiéd premises,
but without a proportionate increase in assegsments or tax rate.

This prebably-is a picture that may be duplicated on
any urban street ef the land. ZXEvern in rural sections.

Is 1% then far-fetched to postulate that there is some-
thing basically unbalanced in the prevailing system of taxation
and properiy distribution? |

I am net a capital%st'though I operate my business and
nousehold without any debt. I am not a property-owner bscause
during all these years I have Tigured tbét it has been, and is,
more economical in my case, to rent both liviug and office guar-

¢ ters, I am not socialistic becanse I 1like individual achisvement

and know accomplishing gives more pleasure than accumulating.




EeverﬁheleSs, I wrote the published booklet "How and Why
to Own a Home." But that was in the height of the real estate
activities in the boom period ending in 1929. Siunce then, I
have geen teoo many aotices of sheriffs! sales, and while my
ideas about the "how and why" of owning a home are correct in
the Iight of the system in végue, apnother idea has permegted
my consciausaeés.

It-is that of the nesd of g hetter system -- bettsr in
being more adequate for aveiding the condition depicted on my
street as peinted out in the first paragraph. It must be 2
system that will eguilibrate the reni and tax gystems in sweh
a manner that neither property-owners nsed lose, nor property-
vsers need bé_gougﬁém to offset defic¢its elsewherse or to snhance
the owners' and operators' iuncomes %itheut counteracting_higher
tax and other eutlays,

In a general way, it may be asserted that all land in the
heginhing belonged to nobedy. Title was acquired by the simple
process of squatting® or appropriating by force or sub-dividing
by tribsl éccord, Through the years, plots or lots eof surface
land becamé demarcated and recorded as digtinet pieces of pro-
perty belonging to specified individuals —- their_assigﬁs and
heirs. With this developument, accumulating ¢f properties came
into being, resulting in individuals possessing, often through
inkeritance, considerably much more land and many more buildings
than they or their families could possibly use or _ezi-_]'c:f':)r-° From
this we have the tenancy or renmtal system.

If I bought a $10,000 houss and owned it clear, I would

not be paying rent. I would probably consider 1 was savisg rent
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to the extent of ‘about _3%-8{5 to $100 monthly. To use round
figures, let us say $1,200 a year. But is that wholly true?
Assuredly not. TI_wauld gtill have to pay‘ar lese the interest
on @y $1C,000, M&he prevailing mortgage rate being 6% per
avnum, the interést'woulé be valued at $600. Then I would have
t0 pay taxes ofuyariﬂustinds as well as upkeep and repairs,
which I would néf have had to cover separatsely were I ouly a
renter. FPlaciug those items at a global 4% per annum, we get
$400. Tﬁat-WQuld¥maKe a total of $1,000 on tﬁe expenditore
side against the: liberally estimated $1,200 *reuts saved," or
é-nat saving er”?incame*-af.$200. *

If the ﬁﬁqperty is lecated so that there will be defin-
ite increassd v&iuatiom sufficient 4o sxceed decreassd worth
through deter&cr@ti&n.ané age, the $800 would be %earnings.®
if, en thezqhhgﬁJhand, there is not that excess tangible in-
ereased vaiuatiaé, then the $200 will be partially absorbed,
perhaps entirgiyflpst. In the latter event, my houss would be
¢osting me the eéuivalent of $100 monthly rent if I dwelt in
it, and if I re@@ed it eut to a tenant I must cbtain at ieast
that much moathly to come out ovean,

It beeaﬁes-ohﬁiaus, therefore, that if I lived in that
house I would not be saving money if I coulé.rent another at
less thanm $100 monthly. A4Also, if I rented it out for only
$100 a month, I weuld not be making any profit, and should T
trest that monthly receipt as "imcome® (as is the normal con-
cept now) and spent it for living, enﬁoyment or what net, I
would be actually dissipatinmg my $10,000 steadily though un-

consciously.
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Consequently, ‘the "renting® system is mostly & method
of pyramiding by means éf fictiﬁious increasgsed valuations
for mortgage or rent-fixing purposes om the assumption that
property should increase in vglue like tress. But tress aglso
wither and die.

Instead of the universally adepted reunting system, I
believe we should have a system of "teﬁancy-tifles."

a;ranter would become a tégaat—titler, holﬁimg title
to the right of ﬁse by payment of a tenancy fee. The reci-
pient of this fee would be the community, township or muni-
cipality -- not a State or the Federal Coverunment, so as fo
avoid centralizling contrel because this in turn would creste
‘mounopely eor monopolistic socialism, if such a term is permis-
gible,

The present owmers would be reguired to turm over their
properties to the community, township or municipality, in
exchange for fair monetary compensation. Part of this com-
pensation would be dribbled back as tenancy fees, in the same
way as now absorbed in rents or upkeep, taxes, repairs, etec.
Temancy could continue with_the heirs, if desired, on the sane
plan. A tenant-titler would thus be given a éertaiﬂ mobility,
in cass he chooses to change location er premises; at present
an Eownerﬂ‘is deprived of such mobility, except as ke can af-
ferd 4o iese éither Ey saerifice sale or by aséumimg additionsgl
investments se~called,

Tenant-titlers would mot have the risk of depreciation

nor the more or less artificially generated appreciaticn in




value. There would be a more evenly distributed tesancy,
obviating the anomaly of reported scareity of housing faci-
lities in ths midst of plentiful vacant buildings of gll
types, sizes and varieties.

The community, touwnship or municipality would, by the
very nature of the plan, be able to maiﬂtain-the_prapertiés
at a profit, and this profit cdn be such as to eliminate the
necessity to colleet taxes, as now kaown, on all such proper-
ties. 4 more sc;entifically ad justad zZoning could also he
offectuated as a concomitant advantage.

If this tenancy-title system is adopted, there is no
doubt in my mind that the speculative "mark-up" would be re-
moved, so that the tenancy fee would be calculéted on basis
ef actual costs of ersctiom and amoftizatibn pius a reasonable
evarheaﬁ-prafit'for the community, téwnship or municipality
for operating in a businesslike manner.

Because the tenancy fee would be on the basis mentioned,
tenant-titlers should be enabled to save a difference between
what their rent is aow costing them and what the tenancy fee
weuld be.‘ ¥ith such & saving possible, they would have more
money toc spend for other necessities and to put a little-asiée
for rainy days or old age. This being so, there would be a re-
duction in the present taxes fdr *old age social security" or
"unemployment compensation.® 1In fact, thepe would be more gene-
fal employment resulting frém the censtant demolishing, renova-
tions and new erections -- the most fundamentally important hu-
man activit&.

The foregoing exposition relates to "homes® or build-




— 6 ="

ings without commercial @f industrial endeavors. In the cases
of gtores, offiees,-warshouses, factories and other lané or
premises of "productive® turnover or activities, the ténancy

fee should'bé calculated the same as for "homes® or "dwellings®
g;ggﬁé ?ercentage of the receipis or royalty on the business

. done. This arrangement could alsg eliminate what is now termed
ths "mercantile tax.t Horsover, ino other'wajs. the community,
tawn;hip Qr“municipaiity would participate in the “earned wages"
of such land or premises. These "earnsd wages" participation
would go inte the general fund for commubal betterment, thereby
Benefitting the community as a whole rather than be allowed to
become-ﬁransferréd to heirs both living an6 unborn,

& paramount feature of this tenancy~title method of
eqnilibratiﬁg:the reat and tax systems will be the removal of
that blight of real estate -~ easy loss through foreclosures,
Between distress sales for taxes and hegriless acgnisition by
grasping mortgagers the average supposedly fortunate property-
owner, under-tﬁe contracts and laws in Torce, is in reality a
nunted prey of scheming opsraters.

To be agsured of a place of one's chivice, ﬁe Live and
work and enjoy while you are alive -- this is the aim of my
proposed tenancy-title system. To be able to accumulate lands
and huildingé more than you can vsé s¢ as to leave behind when
you travel te the Beyond -~ this is the objective of the pre-

vailing system. Which is more sensible and better?
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