be welcomed to what would be a
growing labour-short economy (the

population is below 2,000 in a
country the size of Wales).

Argentine citizens would be free to
obtain secure possession of land,
provided they paid the economic rent
into the Heritage Fund. The wider
distribution of land was recom
mended by Shackleton, and this
would certainly be achieved by the
tax on economic rent (payable
whether existing owners put their land
to use or not).

The economy would boom. This
would silence Moscow, for prosperity
would be seen to grow out of a free
flow of labour and capital within the
context of a capitalist economy. ro
everyone's benefit. There would be no
comparable communist experiment to
match the model of successful
development in the South Atlantic.

Mrs. Thatcher, in one swift stroke,
would be defending principles and
silencing her ideological enemies.

HE RICHES beneath the seabed
will not be fully tapped for
between 15 and 50 years.

But as the petroleum and the
minerals are exported, income flowing
into the Heritage Fund would far
exceed the infrastructural and
administrative needs of the Falklands.
The surplus funds could be used to
finance the scientific exploration in
the Antarctic.

The wealth beneath the ice flows is
immeasurable, and should be
dedicated to the spiritual and material
wellbeing of future generations from
all countries.

This vision is well within the realms
of practical politics. After all, who
would lose? Britain was on the verge
of negotiating away sovereignty over
the islands before the junta invaded.
The Falkland Islands Co. and the
other landowners have recovered
their initial investments in land
purchases (the FIC having obtained a
large slice of its holdings for nothing
in the first instance).

The Argentinians, humiliated in
military defeat. would find solace in
participating in a cause so obviously
in the general (rather than British)
interest.

And the rest of the world — through
the United Nations, which would give
its blessings to the venture — would
glean satisfaction from a
humanitarian solution.

The Falklands have given Mrs.
Thatcher the opportunity to prove the
Russians correct: militarily, she is an
Iron Lady. Her political decisions
now will determine whether she is also

P.E. POOLE
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HARLES Haughey's Fianna
Fail Government in Dublin
wants to curb land speculation.
The last budget contained
measures which are supposedly
designed to deter big profits from
land dealings. These include:—
® A 50 per cent tax on gains on
development land:
® An Office Development Levy,
as yet unquantified; and
@ A tax on derelict city sites.
These measures have come
under heavy criticism from the
Dublin office of the Royal Institu-
tion of Chartered Surveyors.
According to Mr. lan French, the
new chairman of the Institution,
the proposals have combined to
create an adverse climate for
property investment which will
reduce development activity.

® CHARLES HAUGHEY

“At a time when Government is
seeking to increase production in
the building industry and improve
employment, all these measures
will have the reverse effect,” he
declared.

The Institution’s criticisms,
however, rely less on rational argu-
ment and more on scare tactics,
such as this statement by Mr.
French:

“If interpreted rigidly, the defini-
tion of ‘development land’ in the
Capital Gains Tax Amendment
| Act 1974 could be made to apply
to many private houses and
business premises with potential
for extension.”

Take, for example, the proposal
to impose a tax on land classified
as “derelict.” According to the

POLITICS & THE

Would a tax on derelict
land hinder builders?

Institution, this *‘could well have
the opposite effect to that intended,
and slow down or even halt com-
prehensive redevelopment of inner
city areas.”

It is true that large-scale
development can be preceded by
assembly of sites over a long
period (the ILAC Centre site in
Dublin took 15 years to bring to
development stage). And a tax on
derelict land, says the Institution,
“may force developers to develop
smaller sites on a piecemeal basis
or to move to out-of-town loca-
tions. Both results will be to the
detriment of inner city renewal.”

ERE ARE a  number  of

assumptions and errors here, First,
there is no special virtue in large-scale
developments; indeed, small-scale develop-
ments may be preferable, in that they allow
greater responsiveness (o changing needs.

In countries where vacant sites are not
taxed (for example, Britain), there is no
evidence that this encourages a better use
of capital resources — when measured
against consumer preferences — than in
countries where vacant sites (derelict or
otherwise) are subject to an annual
property tax (e.g., the USA).

Far from impeding development, in fact,
a tax on the annual market value of
derelict land would speed up the process.
Owners would be deterred from clinging to
their vacant sites, and would be induced to
release their titles to developers.

Such a tax would bring down land
prices, by eliminating speculative hope
values, and so encourage development. But
where a developer was obliged to buy and
to wait before construction could begin, he
would discount the tax payments before
agreeing to the purchase price for the land.
That is, the tax is passed to the present
owner of the derelict site (whose earlier
unwillingness to put the land to good use
surely exempts him from special fiscal
consideration?).

A tax on derelict land, then, need not
deter site assembly — and it is a positive
encouragement (o development. It is
difficult to know why the Institution
representing chartered surveyors feels
obliged to confuse this issue with spurious
arguments that cannot lead to the formula-
tion of a sound policy for land taxation.

® The proposal 1o tax derelict sties was
dropped from the Finance Bill on June 3.
Also abandoned: the 30 per cent “with
holding tax" on development land, and
the 2 per cent levy on office developments.
The derelict site tax is now considered
more suitable as a property tax administ
ered by local government, and it will be
re-examined by Dept. of Environment
officials in Dublin.

TOM O'TOOLE
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