Volterra / RICS Workshop on Land & Property Tax Reform
A workshop took place at RICS on Friday 22nd October on a subject close to the heart of many of you: the impact of taxes on the property market. Hon Sec of PLRG, Dr Tony Vickers, was among a cross-disciplinary group of about 25 people who took part. His note follows, constrained by the restrictions of “Chatham House Rules” (non-attribution of remarks made by others)
.

The invited participants were mainly from among those expert panels which RICS periodically convenes to advise on the implications of developments in various aspects of policy and professional practice that can impact on the whole property industry. These included several civil servants, as well as academics and senior RICS members working in private and public sectors – mainly in the UK market.

The event was organised by the RICS Land Division, which includes development planners and rural surveyors. There were also many valuers and commercial property agents. Vickers was the only geomaticist (land surveyor): he is an academic and writer who specialises in the relationship between land & property taxes and the land information infrastructure of countries. 

RICS Policy Unit commissioned the economic consultants Volterra to undertake a study of the impact of taxes on the entire ‘property cycle’ in July. Volterra Director Bridget Rosewell facilitated the discussion of the Tax Value Map which RICS had developed recently. This indicates all the events and activities involving land and property, from bare site through planning, construction, occupation, obsolescence, demolition, land assembly and redevelopment. A diagram showing all the varieties of tax that accompany these was the basis for a lively and informative discussion over two hours.
The purpose of the workshop was not to reach any conclusions but to draw out some of the main issues that Volterra needs to address in its report, which will be presented in draft to RICS in due course, probably early in 2011.

Among those issues that emerged which will be of special interest to PLRG (Landvaluescape readers) were:

· The complex inter-relationships between different measures, leading often to unintended consequences;

· Distortions in the market at almost every stage in the cycle, caused directly or indirectly by tax (including tax allowances);

· The possibility of certain taxes to be used to remove or mitigate causes of ‘natural market failure’ in land (as a finite natural resource);

· The distinction between taxing transactions and taxing ‘flow/value’;

· The unavoidably subjective nature of ‘value’ and the consequent difficulty of using it as a basis for ‘fair’ taxation;

· The increasing possibility, using modern analytical and mapping tools, of making valuation for taxation of some classes of property more transparent and robust;

· Problems created by having two different kinds of annual property tax (NNDR and CT) and also of having large areas (farmland and forestry, also vacant land) not subject to such a tax at all;

· The fact that (and reasons why) UK is almost unique is taxing occupation rather than ownership;

· The existence of many different – and possibly better (but that is a subjective word!) – models of property taxation in other countries, notably Sweden;

· The need for increased frequency (possibly annual) in revaluation for tax purposes – and the spin-off benefits to the wider property market, which might consider funding necessary modernisation of valuation and tax systems.

The next stage of the Volterra research is awaited with eagerness by those who attended the workshop. The Big Question is: will it focus on the short-term ‘tinkering’ or the fundamental changes needed to seriously address many of these problems.
Rosewell’s task is a vital but an unenviable one! To deliver the “new model of economic growth” spoken of by Chancellor George Osborne in his Budget, radical changes in the tax treatment of the property cycle will be needed soon. Many cannot be delayed as they were by the last Government, however painful the changes will be to some.

� An earlier workshop took place on 25th August, of which Dr Vickers was unaware.





