Land Valuation 1m Denmark

By K. J. Kristensen

(Chief of the Danisk Land Valuation Deportment)

BISTORY

Fo 1903 a sweeping arwendment of the Danish taxation system took place.
The old land taxes for State and local purposes, which had beon assessed on an
antiquated basis were changed into a property tax assessed apon the selling value
of real estate, ie., of land including buildings and improvements., At the same
time, a substantial portion of the taxation for Btate purposes formerly resting on
fized property was replaced by income fax and by the ammually levied 12z on the
capital valus of individual possessions—ithe ** fortung’” or wealth iax.

Simce 1903 there bas been a geveral poriodic valuation of real ostate.
The reform, so called, of 1903 at once caused protest against taxation levied on
the value of buildings and improvements which was particulady falt in the case
of properties with but 2 small extent of land attached to them. Altempts were
made to lighten the faxation on builb-upon or culiivated smaller holdings by
giving various {ax-free abatoments, but in spite of repented modification of such
exemptions no satisfying results were attained.

The uphappy experience of this change in taxation gave support o the
opinion that the property tax should be wholly or partly renlaced by taxation
on the value of land alone, in sympathy with the ideas held by the advocaiss of
the Henry JGeorge policy.

TRIAL VALUATIONS

The first practical step In the dirsction of Land Value Taxstion was taken
through trial valuations in 1911 and 1912, the obiect of which was partly o test
the possibility of & separate assessment of the land and sartly to gain experience
in regard to the principles of valuation and the oractical methods which should
be followsed in making the valuation,

A few local areas were selected as typical and there a valuation was mads
showing the land value of cach piece of land anart from improvements. The
work was done along carefully planned lines under the direction of the Central
Valuation Board (the fand valuation department) and with the co-operation of
experts on the subisct, who helped in planning and carrving out the work,

The next step was the enactment in 1915 of a valuation covering the whale
country whereby the land value of every plece of land was ascertained | but this
valuation was made again as an experiment and was not pui to any practical use
as a basis for {axation. If was a preliminary experiment ; nevertheless it was put
to ase for other purposes, including, for example, the war measure in 1917 when
farms wers assessed for the compulsory com deliverv, In 1920 a fresh valaation
was enacted which was intended to be used eventually as a basis for taxation,
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A MATIONAL LAND VALUE 1A

After this new valnasion was completed, and results bad been compiled, an
Act was passed in 1922 which gave effect te a seall national fand value tax the
rate of which was ne more than 11 ner thousand of the capital value, equivalent
in English phrase to one-thivd of a pepny in the pound. This Act of 19222
made periodic vahuation of land necessary, and frmly established that institution
in Dranish law and practice.

AF the same timee, with the oxperioncs that had been gained, the oiganization
of the Valvation administration was altered in ceriain details, particslarly to
cnsure greater co-ordinetion and better proportion in the assessiment over the
whole conntry.

LOCAY, RATING OF LAMND VALUES

There followsd the fand valuation of 1924 and the sxperience of the small
national tax on land values (for State purposes) led to the Act of 1926 by which
a considerable part of Joca) taxation was lovied on land values.

Since then valuations have been made as in 1927, 1932 and 1936, valuations
now being raade every Hifth yoas. The valuation which should have taken place
in 1941 had to be postponed on account of the German oscupation, and was
only ondertaken in 9435

in 1933 the greater part of county texation, which is levied only on real
estate (there being no local inceme tax for county purposes) was transferred to
the valoe of land apart from improvements. At the same time the iocally adon-
tive and optienal tax on increasss in land value was replaced by a generally
teviable State tax of more than double the amount on lncreases in land valus,
with the assesement of 1932 as the datum Hne. The rate of this tax is 2 per cent.
per annam of the increase that has taken piace at the next and succeeding
valuations—althoogh with considerabie tax-fres deductions. The yield of this
special taxation is divided equally bstween the Treasury and the local authority |
and it now amounts to 3} milfion Crowns per annuwim.

INCREASE IN THE STATE LAND VALUE Tax, 1937

In 1937 certain local expenditures which can rightly be regarded as expenses
of a nationat character, were transferred to an egualization fund for the whole
nation : and a large part of the expenses from this fund was met by an additicn
of 4% per mille to the State land value tax. The reform denocted some increase
of raxation on resl estate, and sspecially of land value taxation, and 2 reduciion
of the local income tex. The reform also contributed muierially o a more even
distribution of local taxation over the local areas.

THE PRESENT POSITION

The ageregate land value, as ascertained at the latest valuation, amounts {0
6,800 million crowns, Bxcluding the properties belonging to the public, which
are exempt, the aggregate taxable land value is about 6,200 million crowns.
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The annual vield of the taxes (national and local) on land values is about

163 million crowns, so that the rate of the land valse taxation averages 21 per
cent. of the land value of the properties that are subject to tax.

The ageregate value of buildings and improvements iz about 13,000 million
crowns, properties belonging 1o the public not included.

The tazation of buildings and improvements is three-quarters (in the
Couniies three-fifths) of the rate levied op land values ; but so much of the valus
of buildings and improvements is tax free that the tax on buildings and improve-
ments vields only about 89 miilion crowns, and thus corresponds to about
7 per mille of the aggregate valus.

Worsover, proposals for a further extension of the land value legislation,
including the transfersnce of taxation on buildings and improvements to
taxation on laad values, have been referred, for consideration, to the CGovern-
ment Tax Commission which is now sitting.

It will be seen from this that the importance of the land valuation in ifs use
for revenue purposes has been increased sisp by step.  Moreover, in other
conneciions, the land valuation, along with the valuation of land and buildings
taken together, has been graduoally and in increasing degree accepted as a
standard for public purposes and for contracts between individuals. As a result
the demand for good valuation has also become keener, but to the same extent
the conditions for satisfving this demand have been improved. It is not (oo much
to say that the first requirement of a good valnation is that it has sconomie
importance : that both owners and those who take part in making the valuation
are associated in the work and with sufficient intercst. But it also goes without
saying that these greater demands for efliciency, if they are to be satisfied, require
that the valuation authoritics be equipped with the information and the technical
aids that are essential for doing the work of valnation well,

THE BASIS OF YATUATION

The system and procedure adopted in ascerfaiming the land wvalue were
carefully worked out in connection with the first trial valuations made in 1511
and 1912, and have not since been altered o any considerable extent.  The
assessmentt is the capital value of the land. In Deonmark land is generally owned
by the cocupiers. Less than 10 per cent. of the agricultural land is tenanted, the
owners being either the Church or private landowners. Since tenancy is
exceptional, it was not thought advisable to assess the annaal value, Annual
valus will, perhaps, be found the better basis in couniries where the landlord
and tenant sysiem is.prevalent and possibly also when we approach the poing
atwhich the greater pari of economic reatistaken intaxation for public purposes.

) The capital value is defined as the selling value. 1t is therefore not the
- capitalization of the full economic rent ; only that part of the land vaiuve js
assessed which is left in the hands of landowners because it is not taken in
taxation for public purposes. In other words, the capital value of what is left
in private hands is the same thing as the market value of ibe land.
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But it is 10 be observed that in determining the value, no account is taken of
the new tax on increased values (the land is valued as if this charge did not exist).
This tax, therefore, which in the nature of the cass may fall very unegually on
pieces of land which otherwise have the same valuoe, will pot cause a correspond-
ing inequality in the valuations, & thing that wouid have besn very unforiunate
in the making of the valuation, While account is taken of all public burdens and
covenants (wtih the one exception of the tax on increased values) account is
taken of private burdens or covenants which afict a properiy only to the extent
that these oblizaiions arise in connection with an adjoining property where the
corresponding benefit is taken inio consideration in fixing the assessment.

TIME LIMIT FOR CERTAIN IMPROVEMENTS

The assessment includes with the land value the improvements that merge
in the land, such as the draining, levelling, irmigation work, etc. (in the case of
agricultural land) and expenditure for stroets, sewars, ete. (in the case of wrban
land) ; but the owner in every case has a right to claim a tax-free deduction of a
sum representing the cost of the improvements provided that the improvements
have been made within 30 vears preceding the date of the valuation and provided
that the cost has not boon recouped in the increased return due o the improve-
ments.

in the cases where the expenditare cannot be regarded as having been
reimbursed by the increased return in the course of the 30 years, provision was
made in the new law for the tax on increased values to give opportunity, on
application to the Finance Ministry, for allowing an extension of the exemption
period.

This allowanecs of the tax-free deduction may never, of course, exceed the
added valus given to the land by the improvements at the tme of valuation, If
the owner does not claim the allowance on the date of the first valuation after
the improvement is rmade, he has no legal right to claim the aliowance a{ the
date of a later valuation. The valuation authorities, however, have the right 1o
grant hine allowance in any case if they find special reason for it

URBAN, AGRICULTURAL AWD OTHER LAND

Fusther, the law provides special rules with regard to (1) Agricultural
Land (2} Woodland and (3) Other Lands and Tenements, Bufitis to be observed
that agricuitural land includes ondy land the best nse of which is for agricultural
purposes. Where land has 2 higher value than an agricultiral value, it is not to
be valued as agricolivral land even though for the time being it is used for
agriculture, There is a corresponding provision with rsgard to woodland,
except where a legal covenant obtains that the woods must be preserved.

It is provided that all agricultural land is assessed per hectare on its sclling
value on the assumption that it belongs to s medivn-sized farm. This provision
is made to avoid assessing the land of small holdings at the enhanced price
which generally has to be paid when landis bought for the purpose of a small
holding. The price of sach land in the case of small holdings established with the
support of the State has gederally been higher per acre for land without any
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buildings than the market price of land (with buildings upon it), when ordinary
farms are sold in the open market, These enhanced prices for small holdings
ought not to be taken as the basis for land value taxation, even if they do to
soms extent correspond to the actual warket price of land with tuildings thereon
which is used for or destined for small holdings.

Otherwise the roles, taken all in all, direct that special features of the
respective property 1o which the land belongs shall not affect the assessment of
the value per nnit of area—such as, the size of the land, the shape of Its varicus
lots of fields and their situation with respect to one another {(their distance apart,
whether close or far) or the position of the buildings on the fand.

SPFECIAL PROVISIONS FOR AGRICULTURAL LAND

Further, the law provides that the land shall be assessed as if being in an
average state of cultivation. This provision implies that the actual state of
cultivation does not determine the assessment. The valuer is required to concern
himnsell only with the natural qualities of the land and iis situation. Under these
rales also, the question of giving tax-free abatement for improvements it
cultivation doses not arise, since such improvement does not increase the assess-
ment. But this aliowance is valid where land has been reclaimed or where the
charactar of the land for agricultural use has been altered ; ¢.g., where meadow or
bog (by draining) has been converted into arable land, of where developments at
the owner’s cost have taken place outside the property which increases it Tand
valne. In all cases where the assessment is increased, because of undertakings
at the owner’s cost, a claim can be made in respect of the value of cultivation
improvements made on the property so affected.

The rule that agricultural land is 1o be assessed as if being in an average state
of cultivation does not mean that the annual work and outlay incurred on the
land in ordinary farming is considered a part of the land value. For purposes of
valuation the land is assessed in the condition it would be in fmmediately after
the vear's crop has been removed and before the preparations for the next <rop
have begun. Even 50, a considerable part of the value is due to cultivation which
may be removed or exhausted by farming or otherwise impaired. Mevertheless,
this part of the value atiaching to the land is generally the work of generations ;
in most cases it is a sort of by-product in ordinary {arming which has not been
taken into consideration by the farmer himself and it cannot and ought not {0 be
separated from the value of (he bare land. Possibly some people would prefer to
treat such values in the same way as improvements that merge in the lapd, Ina
country where a great part of the land is not under proper cultivation something
might he said for this peint of view ; but n an old country like Denmark with
its land well cultivated such a meihod of dealing with the matter would in special
cases bring about resulis that could not be defended. 1 would mean that a man
who neglected his land would have his taxation reduced ; and it would also
- happen, although not so often, that a man who caltivated his land better than
most other farmers, would have o bear the heaviest faxation. Clearly that
would be unjust in both cases. In my opinion, it is better for taxation purposes
and more convenient from the valeation point of view, to assess all agricultural
land as if it were in a normal statz of cultivation.
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Finally, it is to be noted that the law provides that where the land belonging
to the property shows material differences, part by patt, in respect of guality or
advantage of situation, each such part is to be assessed as a single pait. The land
of each musi be specified. Tt is not sufficient to give the land value of the property
as a whols.

THE VALUING OF WOODLANDS

Woodland which is dedicated by law to be used as woodland or which can
be most profitably used for timber-growing is agsessed at the valoe it has for
woodland in goed condition of forestry. The Act gives no distinct answer to the
guestion whether or to what extenl growing timber should be considered as part
of the land value, a question that has raised much discussion. it has been decided
that the vaiue of land is taken o be 60 per cent. of the total value of 2 forestina
normal state of forest-cultivation, i.e., a forest in such a state that normal growth
balances normal felling, (Sixty per cent. is also the average ratio of land value to
total value on a mediom-sized farm) This is a compromise and 1 am Dot
defending it. T am of the opinion that in the case of forests cultivated for timber,
the growing timber necessary to keep up the profit-earning capacity of the forest
should be considered land value, but that a deduction for improvements under
the rules of the Act should be aliowed covering the expenditure (including
interest) which has been necessary to bring the forest to its profit-earning capacity.
This would mean that in the case of natural forests the selling value of the forest
with growing timber would be taxed as Tand value ; but in the case of new forest
plantations the greater part of the value of the growing timber would be exempt
from taxation.

OTHER LAND—URBAN, ETC.

With tegard 1o any property other than agricultural and woodland, the
value is fo be appraised at the amouvnt at which it may be estimated to sell
according 0 the current prices ruling for the clss of property in guestion,
without buildings or improvements, if sold for the purpose for which it is best
adapied, all conditions being taken into consideration, in yespect to which
regard must be had to the shape and size of the property as well as 1o the
possibility of its being sub-divided or being aggregated with adjcining properties.
Here we have a contrast with the assessment of agricuitural land where the shape
or size of the property in question has no influence apon the assessment, which
is based on the value per unii of area.

This difference is the result of the experiences gained from the first trial

. valuations where it was noticed that the assessment especially of building land
which should determine the valie on the assumption of rational ploiting for
sub-division (although with the same street plan) might result in the fixing of
values which correspond neiiher to the possibilities of the use of the land nor {o
the sum which might be obtained, in view of the actual conditions of building
development in the neighbourhood. )

Mining land and water power, which in Denmark is of very slight impor-
tance, is valued at its selling-value whether it 13 worksd or not.
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HOW THE WORK 18 ORGANIZEEr AND ADMINIZTERED

The findamental principle of the organization is democracy. In every town
or parish, or district of a town or a parish, two valuers are elected by the town
council or parish council by proportional representation.  The valuers ars
elected for a period of six years. These valuers, guided by a chairman who is
aominated by the Government and has under his control a number (generally
10 to 15) of lpeal valuation districts, form a commities which, within their
district, has to make the valaations and the valuation maps. When the valuation
is completed, the valuation roll is open for public inspection and the owosls
as well as the parish or town council have a right to make appeals against the
valuation. Appeals are decided by a county valuation boagd consisiing of all
the chairmen of the local valuation committees in the county. The owners have
the right to appeal against the assessment of the property of others as well as of
their own.

The couaty board not only has to consider appeals but in general has
to revise and correct the assessments of the local valuation commzitices.

The valuation work is administered by the Directorate of Assessments,
- assisted and controlled by the Board of Assessmenis. It is sub-divided into a
department for personal taxation {e.g., income {ax) and a department for the
valuation of real estate. The Board of Assessments is partly nominzted by the
Government and partly elected by Parliament on a system of proportional
representation. The Directorate of Assessments has no power 1o make any
assessment or to alter an assessment made by a Couniy Board, but the Board of
Assessments can, on the recommendation of the Directorate of Assessments,
alter the assessments made by the County Beards or require the County Boards
to make the necessary alterations. All decisions and alterations made by the
County Boards or by the Board of Assessments can be appealed against before the
Taxation Court whose decisions are final in the matier of valuzation.

In the Meiropolis and the largest provincial boroughs there is no county
valuation beard, but the local boards are in direct touch with the Directorate of
Assessments.

This democratic organization, with iis great number of local valuation
committees {and with a thorough knowledge of their small districts) zuided by
county boards and the Directorate of Assessments, assures that there is the
closest possible contact between the citizens and the valuation authorities, which
is of extraordinary importance for the work of valuation and makes it possible
to finish a valuation for the whole country in the course of one year. 1t is done by
men who all have their private business and who undertake the valuation work
in an honorary capaciiy receiving only a very small fee. There are about 4,000
valuers at work and the total cost of a general valuatiop before the war was
not more than £100,000 aliogether, or about three to four shillings per valuation.
The cost of making the 1945 valuation was equivalent to about £250,000 or
seven shillings per valuation. This does not inciude the administrative expenses
of the Central Vahiation Board.
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PROCEDURE AND METHODS . Abelonging

A general valuation takes place every fifth year. Inthei B ‘:i,'{?lmg ﬂ;
general valuations, special valuation is made when land is sus i gtbe ax;

Haperty

buildings are erected or when there are structural alferations of 1

crowns value, or In any case if the owner wishes. And a revaluation ¢
zlone is made of such lands the valuc of which may be considered t
increased by the laying out of railways, streets, roads, open spaces, eic.,
cther special reasons.

~ To assist in the work of valeation, svery valuation board is sur
»record of all the properties on the cadastre in the district with

the ares of each, and a map of the district which shows the - gach
- cadastral number ; and, in the case of agricultural land, the ¢ tiom of its
natural guality according to the old estimation (the * “Boniter! IF assessment

-for the “*Hartkorn™” tax) of 1844, which continues to be of seviue v the valuers
in many parts of the country.

PARTICULARS SUPPLIED

Befure the general valuation begins, valuers are also supplied with the
particulars of ali the transactions in Ezmd within their districts during the past
year, purchasers being Leqmred 10 mz ke return of these pariiculars to the Contral
Valuation Board. : .

On the occasion of every valnaticn the owner has a return to i up which
notifies him of the cadasiral numer of the property and the area as it is ffated
in the records of the valuation bnard, and the owaer is requested to give all
necessary information with regard to his property, such as area, description and
area of buildings, amount of a:.4 1! rent, purchase money paid for the property
or part of it within the last 2u =, the morigages on i and the like. An
opportunity is also given to the ovoer (o state what in his opinion is the selling
value of his property and of his land spart from improvemsats and he is also
rempinded of his right to claim allowance for permanent Improvements.

if the information given by the cwoer s not sufficient, the valuers have an
unlimited right to require information from official authorities and from banks,
loan societies, jnsurance compandes and the like,

THE LAND REGISTRY

in this cosnection it should be stated that every sub-division and every
aggregation of land bas o be ofiicially approved and zegisterad, and every
transfer of property, .nortgage right, or other private clai that is secursd upen
fixed property must, ‘n order to enjoyv the full protection of the law, be entered
i the property register which.is accessible to the public ; and the creation of this
right or claim is poblished in tos Sovernment Gazetie.

Uncertainty with regard to the boundaries of a property, the conditions
atiaching to it, or the private rights or claims upon it is very rare : and such
information in regard fo any property can £asily be obtained.
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A mHOHHOZ. OF THE COPENHAGEN LAND-VALUE MAP

Here is reproduced a section of sheet 32 from the 69-page atlas of Land-Value Maps of Copenhagen
which were prepared in connection with the periodic land valuation of the wh~lz country as on date
Ist October, 1950, For general explanation see other side of this sheet. ,
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RESULTS OF THE VALUATION

Tf the valuaiion gives occasion for many complaints on the part of the
owners this shows that there has been something wrong with the work. On the
other hand one cannot conclude that the aluation is satisfactory if only few
bring forward complaints against the assessment, because a 7eason for this might
quite well be that the valuation as a whole is ico low.

At the 1235 valuation the number of contested assessments, of which,
however, the greater part had reference to the valuation of the improvements,
was less than twe per cent. of all the assessments, and only about one-tenth
of appeals that came before the county valuation boards had to be carried
through to the Central Board of Assessments.

f now it is asked how the valuations agree with the market price, which
should be the standard, there is some difficilty in roaking the somparison so far
as the land value assessment is concerned, because mosi proporties and certainly
the most valuable sites in the towns are built upon and as a rule are only sold
together with the buildings.

it is easier to give an answer SO far as the valuation of land including
improvements is concerned. As there is a very close connection between land
value and the total value at any rate of agricultural properties where the land
value makes up such a large part of the fotal valus, the following particulars
are given to show how the selling price of propetties izt 1937 compared with the
asscssments. These arc sales that took place after the geperal valuation and
referred to altogether 17,000 built-upon properties that wers sold, The average
comparison is given for these properties, grouped as follows -—

Town Properties Selling price higher than
the valuation, per ceni.
Metropolis .- 42
Provincial boroughs it e 1-3
Townships - 2-3
Other country districts 70
Agricudtural Propertiey Selling price higher thon
ihe valuation, per ceni.
Larger properties ... T4
Medium-sized properiies ... 130
Smaller properties ... 198

In respect of the agricuitural properties, the relatively great difference
between the selling price and the valuaiion of the land with improvemenis, &ven
for medium-sized properties, discloses s0me lack of uniformity in the assessments
in the different county vatuation districis. The differsnce is not so considerable
as far as the land valug assessment is concerned which therefore on the average
may be taken fo lie neater the market value than does the valuation of land with
improvements.

Tn the case of sites the selling price and the valuation can be directly
compared in the case of cites which before being sold have been valued
independently ; such building lands are generally situated on the outskirts of
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apy building developments, Comparing the Jand value as assessed at the
valuation of 1936 and the parchase price of 2,000 building sites that wers gohd
during 1937, the tesult was as follows :—

Purchase price higher than

fesi valuavion, per cent.

Metropolis .. g2
Suburt of metropolis 129
Provincial fowns ... . - i7-3
Townships .- 200
Other country districts . 323

The assessment of the lapd value of built-upon properties cannot, in the
nature of the case, be directly tested by sales.

In this regard it should be observed that during {he vears immediaiely
vefore the valuation of 1936 there was a considerable increase in the prices of
lang on fhe outskirts of the towns where building developoent was going ahead.
"This incresse (and it continued for a time aiso afler the valuation) was not fully
taken into account in the valuation. A part of the difference between the sell g
prices and the valuation i doe 1o minor improverments made, such as hedges
and friit trees, and also o the fact thai building sites are often paid for by small
tnstaiments. Taken as a whole, the last valuation is a considerable Improvement
upon the previous one both in respect of greater equality i the assessmenis all
over the country and of cioser agresment with the market values of land.

Complete details arc nof yet available (December, 1943) as to the relation
between the 1945 assessment fizures and the market values of land ; but it shonld
e said that the sharp increase in prices which took place during the war have not
been fully taken inte account in the vahuation, sspecially not with regard to small

" dwellings, the prices of which have becn much influenced by the housing
shoriage.
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