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ABSTRACT

This document entitled Professional Education and Training of Valuers is submitted for 

the award of Doctor of Philosophy by publication and comprises an overview based on 

twenty publications by the candidate and the research which underpins those 

publications.

The publications are presented within the themes of property taxation, the mutual 

recognition of professional qualifications and the teaching of valuation. The development 

of the research from the earlier work which led to an MPhil award is clearly identified.

The reflective overview is divided into five sections. Section one introduces the work and 

analyses the publications. Section two describes and critically examines the research 

methodology which underpins the publications and the research from which they 

emerged. Section three demonstrates the co-herence of the submission, while 

identifying the key issues within the publications. Section four identifies the specific 

contributions to knowledge which the candidate has made and describes how the 

research will be developed in the future; and section five provides a brief closing 

statement.
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REFLECTIVE OVERVIEW

1.0 INTRODUCTION

This submission for an award of Doctor of Philosophy by publication is based on research 

which has been published between 1987 and 1999. These publications are based on 

research which is continuing and which has made a significant contribution to knowledge 

(refer Section 4). In addition, it has resulted in a number of practical applications, (refer 

Section 3 and 4) as well as unique academic publications.

In contributing to knowledge, the broad aim of this research is to investigate, to develop, to 

promote and to enhance the professional education and training of property valuers within 

the global market place which is increasingly emerging for property professionals.

Within this broad aim, the basis on this Doctor of Philosophy submission is twenty 

publications which demonstrate research within three themes: property taxation, professional 

qualifications and the teaching of valuation and throughout these themes, there are common 

linkages which demonstrate coherence.

It is axiomatic within this research that, in relation to the professional education and training 

of valuers (and, therefore, their professional qualifications), "different" does not necessarily 

mean "inferior" or "wrong" and that international comparative studies should be a device to 

stimulate debate and thereby lead to a greater understanding of the cultural influences on 

valuers and valuation issues and, thereby, improvements in both educational and 

professional practice.

This reflective overview concentrates on the research methodologies used within the 

research process which underpins the publications (Section 2); the integration of the papers 

within the overall aim of the submission and the interaction of common issues which link the 

three themes within which the papers are grouped (Section 3); and the candidate's specific 

contribution to knowledge which has resulted from the research (Section 4). In addition, 

section 4.5 explains how the research is intended to continue and evolve in the future.



Inevitably, there is a personal element both to the nature and direction of the research 

undertaken. The candidate acknowledges the influences of previous professional 

employment within the Cardiff Valuation Office, current employment within the University of 

Glamorgan, and specific expert direction during the course of this PhD submission. In 

addition, the candidate has been encouraged by and worked closely with the secretariat of 

The Royal Institution of Chartered Surveyors, which is a 'designated authority' (refer P/6 at p. 

15) to investigate the details of the European Union's Directive on the mutual recognition of 

higher education diplomas and the nature of professional education and training for valuers 

within Europe. This formed the basis of a Master of Philosophy award in 1991 and is 

summarised largely within P/6.

This submission critically examines (Section 4) how that research has progressed into the 

application of the results of the MPhil research, specifically into the process of assessing 

individuals who have applied for membership of The Royal Institution of Chartered Surveyors 

under the terms of the Directive and, more generally, under the terms of the Institution's 

reciprocity agreements and as part of the recent pro-active policy adopted by the Institution 

towards the accreditation of appropriate courses within the European mainland.

1.1 Analysis of Published Work

The submission comprises twenty publications (refer Appendix I), being a substantive body 

of knowledge which has been published in refereed journals of national and international 

standing, two solely authored books, conference papers and published research reports. The 

proportional distribution of the submissions reflects the nature of the research and the 

mechanisms which have ensured a wide dissemination of output. Figure 1.1 illustrates the 

distribution of the work across the various publication categories.

The refereed papers have been published in relevant key national academic journals 

(Journal of Property Valuation & Investment, Property Management, Journal of Property 

Development) and in relevant key international academic journals (Journal of Property Tax 

Assessment & Administration, Assessment Journal).



In addition, seven papers are published in the proceedings of a number of conferences of 

international standing, including the International Federation of Surveyors (FIG), which has 

an educational role through its Commission 2, and which is developing, in conjunction with 

the candidate, an investigative programme for establishing the mutual recognition of 

surveying qualifications internationally.

Fig. 1.1 Number of Publications by Type
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The candidate has also produced two sole-authored books, Rating Valuation: a practical 

guide and Rating Law and Valuation. Both have been published by the Longman group, 

which is one of the leading publishing houses in the United Kingdom.



Fig. 1.2 Distribution of submission by year of publication

1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999

The twenty publications represent a selection of the candidate's published work over a period 

of twelve years (1987 to 1999). Figure 1.2 indicates the distribution of the output on an 

annual basis. It is significant that a large proportion of the submitted papers have been 

researched and written in collaboration with others. Fig. 1.3 illustrates the breakdown 

between the sole-authored and co-authored publications, which demonstrates that twelve of 

the publications have been co-authored and eight have been sole-authored.



Fig. 1.3 Division of Submission by Candidate
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1.2 Statement on Co-authorship

The significant proportion of co-authored works reflects the candidate's strong commitment to 

collaborative research, and, in certain publications, to the encouragement and development 

of new researchers. The proportion of publications which have been co-authored with new 

researchers is illustrated in Figure 1.4.

Fig. 1.4 Proportion of Submission by New Researchers
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There are important benefits to be achieved by co-authorship which include the diversity of 

experience and expertise. The combination of multivariate core disciplines and various 

national and cultural perspectives combine to enhance the breadth, direction and scope of 

the research and thereby the quality of the resulting published material. Appendix IV contains 

a percentage breakdown of the agreed relative contributions made by each co-author.



Because of the variety of expertise which is brought together within co-authored research, it 

is inevitable that within the co-authored papers, each author contributed particular strength 

and content (refer section 4.2 - 4.4). Nevertheless, as is the nature of collaborative work, 

there is an element of discussion and synthesis of ideas and other material which contributes 

to the overall quality of the publication and this is considered to be a strength within such 

collaborative work. Thus, while the candidate undertook particular responsibilities in each 

publication, she has been thoroughly involved in all aspects and at all stages of the process, 

from the initial discussion of ideas to transmission to the publishers.



2.0 RESEARCH METHODOLOGY

2.1 Introduction

The research which has been submitted for the award of Doctor of Philosophy by publication 

spans a period of 12 years, and comprises a series of different although interlinking research 

projects which have culminated in the publications presented.

In each case, appropriate research methodology was adopted and, while the papers may not 

always include a description and a critical review of the methodology adopted, there has 

been a thorough and sustained programme of research. Thus, a comprehensive literature 

search and scholarship has been adopted. In addition, where appropriate, interviews and 

questionnaires have provided a basis for additional verification of both other research 

methodologies and of the results obtained, and, where appropriate, triangulation of the main 

research methodologies, in order to verify the results, has been used. The research 

methodology can, therefore, be demonstrated by the Figure 2.1:

Figure 2.1: Triangulation of Research Methodologies

Theme 1 
Prop. Tax.

|

Theme 2 
Prof. Qual.

f

Theme 3 
Teach. Vals

f



Thus, a comprehensive literature review precedes and informs the use of questionnaires and 

interviews, and questionnaires and interviews each benefit from the material produced by the 

other. Each of these methodologies is now discussed, with references to the publications, as 

appropriate.

2.2 Literature Search

The range of both time and specific topics within this research has necessitated a sustained 

and considerable literature search in order to provide a bedrock of information on which to 

develop a unique research contribution. However, because of the various directions of the 

research, the availability of appropriate literature and thereby the use of literature as a 

research tool has been varied.

Within the three themes identified within this submission, it is property taxation which has had 

the benefit of the greatest volume of available literature. Property taxation in the UK dates 

back to 1601 and even in its modem form (which was introduced in 1990 for non-domestic 

property and 1993 for domestic property), there continues to be a tremendous reliance on 

nineteenth and early twentieth century case law, which informs current rating practice. 

Nevertheless, gaps in publications which inform current practice and professional education 

have been filled by the candidate whose research has included the historical foundation and 

appropriate traditional valuation practice. This combination has provided the basis for several 

publications. For example, P/7 which demonstrates that the analysis and synthesis of basic 

principles can be applied to resolve practical difficulties when valuers are faced with the 

problem of justifying the valuation of unusual property types.

However, the need for a comprehensive and fundamental text was demonstrated by the 

absence of any suitable publications on which to base a level 2 undergraduate teaching 

programme. Such texts as Ryde on Rating (Widdecombe et al. 1978) and the Encyclopaedia 
of Rating were and remain far too detailed for an undergraduate student. With the previous 

"standard" text of Emeny and Wilks too detailed for undergraduate students, and texts such 

as Principles into Practice (Rees, 1991) providing single useful chapters on rating, there was 

available, in 1987, no text which covered the breadth of rating principles at an appropriate 

level.
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Similarly, since the introduction of the Uniform Business Rate in 1990 and the Council Tax in 

1993 in England and Wales, there have been relatively few texts available which explain both 

the detail and the breadth of the rating principles at a level which bridges the simplistic and 

the extremely detailed case law reports and encyclopaedic content of the specialised texts 

(e.g. Ryde on Rating and Encyclopedia of Rating and Local Taxation).

McCluskey and Moss (1992) provides a text which focuses on the concerns of the rate- 

paying community and provides useful coverage of the rating lists, how they can be altered, 

the role of Tribunals, transitional rate relief, billing and relief from rates. Similarly, in 1995, 

Askham and Mackmin produced Rating Law: The Uniform Business Rate which is a text 

concentrating on the valuation of various property types

In the absence of other texts which covered the breadth and depth of rating principles, the 

need for P/17 was demonstrated to Longman. Thus, the candidate's publications (P/1 and 

P/17) in 1987 and 1998 respectively, provided unique and suitable texts for which there was 

a demonstrable gap in the (then) current provision for students and practitioners for whom 

rating was not a day-to-day activity.

As teaching media, both textbooks (P/1 and P/17) display considerable reliance on 

scholarship in order to present the reader with appropriate content both to understand the 

principles on which rating and council tax rely and to undertake further research, should that 

prove appropriate. Inevitably, the accuracy of the references and the application of the 

principles in practice required verification and this has necessitated sustained and detailed 

literature-based research.

Original statutes and case law reports, using in particular Rating Appeals, Ryde's Rating 

Cases and the Estates Gazette were vital for authoritative reporting of rating cases. In 

addition, the Rating and Valuation Reporter has, over this period of time, provided essential 

Parliamentary announcements and comment which gave an insight into the inevitable 

political influences on the theory and application of UK property taxation. Such political 

influences cannot be underestimated. For example, P/9 illustrate how political influences 

caused major difficulties for the implementation of rating principles.



In addition, both textbooks have permitted the candidate to develop the arguments, based on 

recognised, and on occasions, conflicting principles of taxation as well as evolving 

perceptions of fairness and equity by the British taxpayer and, in particular, a system of land 

taxation which is based on an ad valorem property tax base, for the reform on the UK 

taxation system (P/1, pp. 172-178; and P/17, pp. 156-165 and 189-194). Similarly, 

valuation issues such as the use of zoning in the analysis of shop areas and rents have been 

developed and analysed within the texts (P/1 pp. 108  133 and P/18 at pp. 224 - 244).

This initial scholarship provided a basis on which to develop collaborative research which is 

extremely important within a local, national and an international context into those aspects of 

property taxation which are affected by social and cultural differences and therefore into 

issues of fairness and equity (illustrated in P/18). Although based initially on literature 

searches and scholarship, this is an emerging research direction which will use other 

methodologies as the research is developed further (refer section 4.5).

Within an international context, it is only recently that there have been publications which 

demonstrate an interest in investigating and comparing different kinds of property-based 

taxes (e.g. McCluskey, (ed.) 1999; Youngman and Malme,1994). However, these texts, 

generally, provide factual information and critical analyses of the tax systems for 

individual countries. There is no attempt to analyse, compare, contrast or develop any 

theories based on the structural differences in systems, other than historical factors. 

There is also a presumption within other texts that one system (that of an ad valorem tax 

base) is the "fairest". The International Association of Assessing Officers (IAAO, 1997 at 

para. 4.2) stated that "A market value standard is essential to achieve equity., and later 

(ibid. para. 4.2): "To maximise fairness and understandability in a property tax system, 

assessments should be based on current market value of property.... Under a current 

market value standard, it is easier for the public to understand whether they are being 

treated fairly". It was, thus, assumed that market value (an ad valorem tax base) should 

be adopted world-wide, with no attempt at assessing or even recognising the advantages 

to other administrations of nationally-evolved systems of taxation.

For the purposes of this submission, it is particularly important (P/10) that many former 

British colonies have a local property taxation system which has evolved from the original UK 

influence. This makes a comparison with the UK system of funding local authorities

10



particularly relevant, and a detailed review of UK and international taxation policy literature 

underpins two co-authored papers (P/10 and P/14) which are included within this submission. 

It is also relevant to state that the research which has underpinned these publications is 

unique and the contribution of two chapters within McCluskey, (ed.) 1999 is largely based on 

P/10 and P/14.

In the first of these, (P10) the publication considers the problems evident within the 

Malaysian property tax system and, in the light of the UK experience in both pre- and post- 

1990 rating and the community charge, proposes a reasoned solution for Malaysia . This 

reflects a fundamental cultural difference between the British taxpayers who, in 1990, 

rebelled against the community charge or poll tax, and that of residents in rural Malaysia 

who, would accept a poll tax, levied at a low rate, in order to secure basic municipal services 

(P10, at p. 89). The second publication, (P/14) analyses the problems in land taxation within 

Cyprus and, in the light of internationally-recognised principles of taxation. The paper makes 

a series of recommendations, including the development of an up-to-date capital value basis 

of assessment, using computer assisted mass appraisal techniques.

Within the publications dealing with the teaching of valuation, there was also a significant 

body of literature. The fact that valuation, as a recognised and taught expertise, is relatively 

new when compared with UK property taxation, also meant that the literature available is 

almost all published within the latter half of the twentieth century. The available literature on 

property valuation includes published books and journal papers, in particular those of Estates 

Gazette, Journal of Property Investment and Finance, and Property Research which provide 

forums for debate. There is also a wealth of literature published in North America. However, 

because the nature of the research in this submission relates specifically to UK education 

and also to the relevance of the UK experience to the teaching of property valuation in both 

Europe and China, the literature search was limited mainly to UK sources.

The literature research into valuation as an expertise has supported the research (and the 

publications which have been generated by that research) into each of the themes which are 

covered by this submission: property taxation, the mutual recognition of the professional 

qualifications of valuers and improved methodology for the teaching of valuation.

11



In contrast, the research into the professional education and training of valuers in China 

during the early 1990s yielded no literature from which to develop the testing of the 

hypothesis. The available literature, mainly commentary from experts in Hong Kong on the 

development of China's "open door" policy and its effects on property (in the broadest 

sense), provided little more than details of the economic and legal context in which the 

research evolved (see, for example, P/8). It also proved difficult to access Chinese 

documents from the UK, until personal contacts were established (refer 2.3 Questionnaires 

and 2.4 Interviews). The publications generated by the research, in particular, P/8 and P/11 

have sought to redress this situation.

Similarly, the literature search which underpins the research into the mutual recognition of 

higher education diplomas yielded little which was useful. At the time of the initial literature 

search which supports the (1991) award of the MPhil, there were only five texts identified 

which dealt with property-related matters within Europe, and none of these provided any 

explanation, interpretation or guidance on the (then) European Commission's Directive on 

the mutual recognition of higher education diplomas.

The five texts provided both factual and background information, as follows:

(a) the nature of professional education and training of all kinds of "surveyors" in the 

European Economic Community (Alan, 1989);

(b) the property structure and methods of practice in the European Community on a 

country-by-country basis (Treays, 1989);

(c) a study of the property management profession undertaken by the Confederation 

Nationale des Administrateurs de Biens (CNAB) which sought to improve its 

knowledge and understanding of other property management organisations in other 

EU Member States using questionnaire analysis. This publication demonstrates 

(among other things) the dangers of translating terminology into other languages, 

without further verification of the results, and was obtained following an interview 

with a member of CNAB in Paris;

12



(d) an overview of property markets in other EU Member States and the predicted 

impact of the single European market, as it was perceived at that time (Edward 

Erdman, 1990). The publication provided a detailed insight into the property market 

for each Member State and included basic economic and fiscal information as well 

as forms of tenure, planning requirements and details of the construction industry;

(e) an international comparative research study of professional education for the 

construction industry (Haenlein, et al., 1989) which was limited to a comparison 

between France, West Germany and the USA of the characteristics of their 

respective construction industries and the legal, financial, industrial and educational 

contexts in which they operate.

None of these nor any other publications (apart from those written by the candidate) provide 

an in-depth investigation of the then existing professional education and training of valuers 

within the EU (P/6) or on the implications of the EU's Directive for the mutual recognition of 

higher education diplomas (P/3 and P/6). The publications based on the research which led 

to the award of the Master of Philosophy degree have analysed details of the terms of the 

EU's Directive and provide a set of unique publications which include an analysis of the 

French valuation profession as at that time (P/4).

The paucity of available information on the interpretation of the EU's Directive was one which 

the candidate's publications have sought to redress and the broader issue of mutual 

recognition of higher education diplomas is an area of research which the candidate has 

developed since that time, such that she is recognised as a leading expert in this area (refer 

4.3).

The significance of a thorough literature search in any research cannot be underestimated, 

even though the early research into the professional education and training of valuers in 

China and into the mutual recognition of professional qualifications produced little 

specifically-relevant material. The above analysis does, however, demonstrate an extensive 

and competent use of literature to underpin the research presented and also illustrates the 

importance of scholarship to one of the themes within this submission. Nevertheless, by the 

nature of this doctoral submission, a review of existing literature can only provide a basis on 

which to develop the use of other research tools and further publishable research.

13



2.3 Questionnaires

The use of questionnaires in order to elicit specific information or comment has been 

important within the research on which this submission is based. Questionnaires have been 

distributed to recipients in both the UK, within the EU and overseas and this and other 

research has demonstrated significant limitations in the use of questionnaires for any of the 

research projects, in particular (P/10; P/16).

Questionnaires have been used to underpin the MPhil level of the research into the 

comparison between the nature of the professional education and training of valuers in 

Europe (P/6).

The Confederation Nationale des Administrateurs de Biens (CNAB) questionnaires which 

were sent to professional organisations which represent property managers in other EU 

Member States were all produced in the languages of those other Member States, although it 

was very obvious that these translations were literal rather than conceptual, and this resulted 

in a great deal of confusion in the interpretation of the questions and in the relevance of the 

answers. Thus the failure to provide translations and back translations ensured that this 

unique and potentially valuable research was of limited use.

In the absence of sufficient and appropriate resources for such translations and back 

translations, confusion was avoided when the candidate devised questionnaires in English 

which focused exclusively on professional activities and which were sent only to those EU- 

based Chartered Valuation Surveyors who had received their professional education and 

training within the UK. The recipients were thus able to understand the concept of valuation 

activities and to respond with the titles (in the appropriate languages) of their professional 

counterparts and details of their professional education and training. In addition, the 

respondents were requested to identify a "local" valuer who may be prepared to be 

interviewed for the purpose of the research.

As a process, this proved appropriate and successful. The results of the questionnaires were, 

however, disappointing. The poor response rate (22%) reflected the fact that, at the time:

14



  valuation, as a profession separate from other property-based activities, was neither 

widespread nor generally practised within the EU; and

  there was very little formal professional education and training available for valuers 

within other Member States.

The use of the questionnaires to identify those experts who were prepared to be interviewed 

was, however, essential at that stage of the research.

Questionnaires were used more successfully in the testing of a computer assisted teaching 

and learning program in the UK and in China. In both cases, the questionnaires were written 

by the co-researcher fluent in the language of the respondents and administered by a co- 

researcher of the candidate. The students were exposed to the program and the 

questionnaires were intended to extract views and opinions rather than to test the 

comparative effectiveness of using the program as a teaching tool (refer P/16 pp. 197 -200).

Questionnaires were also used to elicit information from local authorities within Malaysia in 

order to identify the problems within their rating system (refer P/10). The questionnaires, 

which were written by a co-researcher of the candidate in the Malaysian language, were, 

initially sent from the UK. The response rate was, however, disappointing. On investigation, it 

became clear that the reason for this reflected the cultural reluctance to respond to 

information requested by a female and, when a male colleague was involved in data 

collection, there was an improved response. This confirms Cray and Mallory's (1998, at p. 

111) view that "The use of colleagues from the target cultures to assist... is the most 

obvious solution to this type of problem."

This experience reflects the importance of recognising cultural and linguistic issues when 

researching overseas and which has been a significant factor in all of the overseas research 

undertaken by the candidate.

While important within the research process, the use of questionnaires has been limited and 

deliberately so when the respondents are overseas nationals and where resources are not 

available to produce a true translation of the concepts under investigation. The respecting of 

cultural sensitivities is also vital when attempting to elicit information from other nationals.

The research by the candidate has demonstrated that this is a matter which must be taken
15



into account in the choice of research methodology and in the adequate preparation and 

presentation of the appropriate research tool. When the medium for communication is the 

written word, it is crucial that all possible care is taken to ensure that cultural sensitivities are 

identified and respected in the preparation of the questionnaire and that where this is not 

possible other research methodologies are preferred.

2.4 Interviews

Interviews have provided a rich source of information and have been used to develop the 

information obtained from a literature search, in particular as a device for seeking expert 

opinion and to supplement and, on occasions, in place of, information which might have been 

sought by questionnaires.

Interviews have also been the main methodology used in the furtherance of the research into 

the mutual recognition of higher education diplomas following the award of the MPhil and 

they have been crucial in the implementation of the RICS's role as a "designated authority" 

for the purposes of the Directive (refer, for example, P/15),

Interviews have been carried out by the candidate in the UK, in Belgium, in France, in Ireland 

and in Greece in order to investigate the nature of the professional education and training of 

valuers in Europe and to implement the EU Directive (for example, P/6 and P/12). In other 

research projects, co-authors have carried out interviews in China, Cyprus, Malaysia and the 

UK in order to gather relevant data. In all cases, the interviewer has been fluent in the official 

language of the country involved (or the interviews were held in English, with the agreement 

of all parties and with the presence of colleagues able to ensure that conceptual translations 

were available) and this has been considered vital, both to improve the quality of 

communications and to respect, in so far as possible, the cultural sensitivities of the 

interviewees.

Semi-structured interviews were used in the production of the MPhil thesis. Eleven interviews 

were carried out with valuers in France between 1988 and 1990 and the low number 

undertaken illustrates the fact that the interviews were conducted face-to-face, in French, 

relying on the goodwill of busy professionals who may have perceived little benefit in the

research to the French profession at that time.
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Subsequent interviews, in some cases with the same individuals, which took place in 1998 

have demonstrated a radical shift in outlook in France since the establishment of the 

Association of French Chartered Surveyors (AFRACS) and the augmentation of the number 

of Chartered Surveyors based in France which has resulted from the policy adopted by the 

RICS to recruit "eminent professionals" to corporate membership during the mid 1990s. 

There is an obvious and beneficial sense of "ownership" of the title "Chartered Surveyor" 

from these individuals and it is evident that there is also a distinctly nationalist approach to 

the formal professional education and training for valuers, which is emerging as a result, not 

only of the establishment of AFRACS and its administration of the Assessment of 

Professional Competence in France, but also of the accredited post-graduate course at the 

Institut d'etude economiques et juridiques appliquees a la Construction et a I'Habitation 

(ICH).

The use of semi-structured interviews has been widely adopted in the process of 

implementing the terms of the Directive (and the reciprocity agreements) on behalf of the 

RICS. The candidate has chaired all five of the interviews of applicants who have sought to 

use the Directive as the route to gaining membership of The Royal Institution of Chartered 

Surveyors, regardless of division.

The interview follows receipt and scrutiny of documentation which provides details of the 

applicant's academic and professional qualifications and history. From the documentary 

evidence, it is normally possible to establish the basic facts that the applicant has both a 

"diploma" as required by the terms of the Directive and also undertaken professional practice. 

The requirement of the Directive is very specific. The "diploma" must lead to the carrying out 

of a "corresponding profession", or else the applicant must have undertaken a 

"corresponding profession" for at least two years out of the last ten years (refer, P/6, at pp. 11 

-14). It has not proved possible to establish this fact from documentary evidence when the 

academic and professional qualifications are unfamiliar.

The role of the interview is, therefore, two-fold. Firstly, the interview is required to ascertain 

that the candidate pursues a "corresponding profession" in the "home" Member State and, 

secondly, to identify matters covered by the professional education and training of the
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applicant which differ from those covered by applicants who apply through other routes, 

(which normally refers to those who have pursued accredited courses) (refer P/15).

The issue of "corresponding profession" is fundamental, because it is only those "migrants" 

who have pursued a "corresponding profession" who are entitled to use the terms of the 

Directive to seek membership of the Institution and also because it was clear from the 

continuation and development of the MPhil research undertaken in 1991, that there is still no 

"corresponding profession" in the EU Member States investigated which covers the 

professional activities of valuers qualified within the General Practice Division of the RICS.

In the case of "migrants" seeking membership of the General Practice Division of the 

Institution, therefore, the interview has been necessary to establish the nature of the 

profession undertaken in the "home" Member State of the applicant and, thereby, identify 

which areas of professional education and training have not been covered by the diploma 

and professional practice. In this way, the "migrant" can be advised as to the content of any 

adaptation mechanism it is necessary to pursue in order to remedy the deficiency.

Because the Directive covers all professional activities for which The Royal Institution of 

Chartered Surveyors is responsible, "migrants" interviewed have not always been applicants 

for membership of the General Practice Division and the candidate has chaired meetings 

which have considered the requirements of both the Building Surveyors and the Quantity 

Surveyors Divisions. The methodology in each case has been consistent, with fellow panel 

members providing the detailed professional and technical knowledge necessary to establish 

both the "corresponding profession" and the content of any adaptation mechanism required 

of the applicant.

This is, therefore, a significant development in the research methodology since 1991 and this 

demonstrates a specific application and refinement of semi-structured questionnaires in the 

research methodology of the candidate.

Similarly, semi-structured interviews with local authority officials in Malaysia were undertaken 

by a co-author of the candidate (P/10), in order to identify problems in the implementation of 

the rating system in that country. Once again, the importance of respecting cultural and 

social sensitivities was observed and this ensured an improved response rate when
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compared with the use of questionnaires sent from overseas. Semi-structured interviews for 

this research were vital as part of the process of triangulating the research methodology.

Semi-structured interviews were undertaken in China, again by a co-author of the candidate. 

This methodology was crucial because in China, at that time, information to further the 

research was not forthcoming without a personal approach. The links made during personal 

visits to China by the co-author (P/8 and P/11) provided access to sufficient evidence on 

which to develop and test a computer-based program for the teaching of valuation (P/16).

Interviews with experts in order to elicit opinion have been adopted in cases where the nature 

of the research is narrowly focused and of a highly critical nature. For example, in P/9, 

research into the detailed interpretation by the courts of section 20 of the General Rate Act 

1967 which resulted in the House of Lords decision in Clements (VO) v. Addis 1988 and 

which was, effectively overturned by the now section 121 (1) of the Local Government 

Finance Act 1988, was greatly enhanced by the detailed interviews and opinion of three 

experts.

Interviews have been used to establish facts, to test and to elicit expert opinion and argument 

in relation to the research undertaken. In particular, interviews have been the main 

methodology and therefore fundamental in the process of implementing the terms of the EL) 

Directive. The appropriate use of language skills has undoubtedly been a major factor in the 

process, as has an acknowledgement of and respect for the social and cultural sensitivities of 

the individuals concerned.

2.5 Limitations

Some of the limitations involved in the research process have already been mentioned.

The three methodologies used are or are directed at establishing the qualitative process of 

research. A limitation of the research is, therefore, a sparseness of quantitative research 

methodology. It is contended that the nature of the research undertaken by the candidate to 

date has not leant itself to quantitative research and that, therefore, such methodologies are 

not appropriate. However, this is being addressed in further research which is developing a

new direction (refer 4.5).
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In view of the nature of this submission, the limitation of available literature has provided an 

impetus to the research. For example, P/1, P/7 and P/17 were researched, written and 

published in direct response to an absence of any other literature available on the specific 

subject matter. Similarly, the research which underpins P/9, P/10, P/13, P/14 and P/17 have 

all provided unique publications within their respective areas.

The research would have been broadened and, thereby, enhanced by access to a greater 

number of European language skills. The importance of communicating in the language of 

the respondent or interviewee has been demonstrated, as has the improvement in results 

when experience and appreciation of relevant cultural factors of the respondents or 

interviewees are understood and respected. Had additional language skills been available, 

the research could have provided a deeper profile of the relevant situations in other 

countries.

2.6 Conclusion

The research has received the benefit of external funding from: The Education Trust of The 

Royal Institution of Chartered Surveyors (awards for each of the three themes), the British 

Council (which supported academic links with China) and the European Union (which 

supported the research into the EU's Directive into the mutual recognition of professional 

qualifications). Research funding has recently been obtained from the Lincoln Institute in the 

USA for furtherance of the work into equity and fairness in property taxation.

Although the research has spanned twelve years, the publications present specific aspects of 

the research and this section has presented a critical analysis of the research methodologies 

involved in the research process.

The research and the publications on which this submission is based have been presented 

under the title of Professional Education and Training of Valuers and sub-divided into three 

themes: property taxation, mutual recognition of higher education diplomas and teaching of 

valuation. It is clear from the analysis of the research methodologies adopted, which has 

been described above, that each methodology has been used throughout the research for

20



each of the themes. In this way, methodology provides a degree of coherence throughout 

the publications in the presentation of this work for the award.

In addition, this has demonstrated an appropriate, coherent and logical use of qualitative 

research skills, an understanding of and an appreciation for the strengths and weaknesses of 

each and, thereby, the importance of triangulation, so that the weaknesses of one 

methodology are supported by the strengths of another and therefore the results of the 

research process are valid and reliable.
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SECTION 3 - COHERENCE AND THEMES

3.1 Introduction

This section of the reflective overview demonstrates the coherence of the three themes within 

the overall title and aims of the thesis. Also included is an analysis of the key issues within the 

publications and these are considered within each of the themes previously identified.

3.2 Coherence

This submission for the award of Doctor of Philosophy is titled Professional Education and 

Training of Valuers. The professional education and training of valuers is considered in the 

context of the evolving requirements of The Royal Institution of Chartered Surveyors. The 

Institution, in responding to the pressures of globalisation on the work of its members, has 

become increasingly proactive in accrediting academic courses in other countries, in particular 

within the ED. In addition, the apparent requirement of the existing corporate membership for 

an increase in the entry level has resulted (at least in part) in the current debate surrounding 

the work of the Education Task Force. This is merely the present stage in long-standing and 

continuing debate in which the practical needs of employers and the demands of the existing 

membership to improve (or at least maintain) the quality of entrants to the Institution are being 

balanced against the inevitable change demanded by such pressures as the World Trade 

Organisation's call for liberalsiation of services (Enemark, 1999) and the "global brands of 

professional qualifications and internationally applicable standards..." (RIGS, 1998a, p. 16)

The candidate's research and publications relate to three themes within the professional 

education and training of valuers, viz.:

1. property taxation, which represents a specific expertise and which exists within an 

international context;

2. mutual recognition of professional qualifications, which is both a legal and policy issue for 

the Institution; and

3. the teaching of valuations, which, both as an activity and as a discipline, is fundamental to 

the education of valuers.
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It is recognised that professional education and training of valuers is achieved by the 

combination of academic qualifications, normally resulting from courses accredited by the 

Institution, and from supervised work experience which is assessed directly by the RICS 

through its Assessment of Professional Competence (ARC).

The candidate's research has developed a body of literature which enhances the teaching 

materials and the discipline of valuation within an international context (theme of Property 

Taxation). The candidate has also undertaken post-MPhil research into the practical application 

of the EU's Directive and into the barriers to both the principles and the practice of mutual 

recognition of higher education diplomas which is the EU's legal device for ensuring the free 

movement of professionals in Europe (theme of Mutual Recognition of Professional 

Qualifications) and research has also contributed to the development of the teaching of 

valuation within an academic environment (theme of Teaching of Valuation).

Thus, each of these themes contributes to the overall direction of the work and yet there is 

significant linkage between the themes.

Each of the themes reflects an increasingly international perspective and has valuation as a 

core expertise. Issues of equity and fairness are characteristic of the research into the policy 

and implementation of property taxation and are fundamental to the implementation of the EU's 

directive on the mutual recognition of professional qualifications. The increasing use of IT as a 

device to improve the delivery of professional services is evident in the research and in the 

publications in both property taxation and the teaching of valuation. In addition, the cultural 

impact on professional practice and perceptions has underlined both the research methodology 

(refer Section 2) and the solutions proposed within specific researches.

Each of these themes reflects an important aspect of the developing profession of valuers - 

property taxation, representing all aspects (theory and practice) of their professional expertise; 

mutual recognition of professional qualifications, representing their professional status which 

must be recognised internationally in order for valuers to provide their services within a global 

marketplace; the teaching of valuation which underpins both the acquisition and the recognition 

of expertise and thereby the recognition of professional qualifications; and the cultural 

background both of the profession itself and individual valuers, their employers, clients and 

representing organisations.
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Indeed, all of these - the theory and practice of expertise; the recognition of professional 

qualifications within both a national and international context; the process of the teaching of 

their expertise; and the cultural environment - are all integral to and flow from the nature and 

quality of the professional education and training which valuers receive and on which their 

professional status rests.

There are underlying and unifying principles which appear in the publications and which are 

common to all of these themes thereby providing linkages between them. Thus, the coherence 

of the submission and the inter-linkage between the publications and the research which 

underlies the publications is demonstrated. These are represented diagrammatically in Figure 

3.1 below.

Figure 3.1 Linkages between the themes:

Property Taxation

international

social acceptability

culture

use of IT

professional status

valuation

Mutual Recognition of 

Professional Qualifications

international

social acceptability

culture

professional status

valuation

Teaching of Valuations

international

culture

use of IT

professional status

valuation

The coherence of the published work is particularly evident when the totality of the publications 

and the research underlying these publications is considered.

3.3 Key Issues within the Publications

An analysis of the key issues within the publications is considered within each of the themes, 

although the quantity of research is not evenly balanced between the three themes.
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3.3.1 Key Issues within Property Taxation

A characteristic of all of the papers within this research theme is research-based solutions to 

practical valuation-based problems and valuation is a fundamental and recurring subject in all 

of the publications. The key issues within the individual publications can be identified as 

follows:

Internationalism - thus, papers P/10, P/15 and P/18 all relate to property taxation issues within 

an international context. Papers P/10 and P/14 are unique publications which critically analyse 

the land taxation systems in Malaysia and Cyprus (respectively) and provide research-based 

solutions to the problems identified. P/18 investigates theories of real property taxation which 

can be applied in any land-based taxation system and assesses the merits of the different 

criteria within each system;

Social acceptability - the importance of what criteria the taxpayer will expect and will accept 

within taxation reform is debated within P/1 and P/17. It is also the starting point for the 

research of which P/18 is the early product.

It is evident from sundry texts (e.g. IAAO 1997, RICS 1998b, IRRV 1998) that there is a general 

acceptance of the role of professionals to analyse, to warn and to advise on problems and 

solutions - to deal with problems affecting society within a benevolent and paternalistic 

concern. There is less evidence that, for example, members of the public e.g. taxpayers are, in 

fact, consulted within this process (P/18). The "mandate for social control" (as it is referred to 

by Erhaut, 1987 at p. 7) stems partly from the status historically-awarded to professionals, 

whose claim to the "extraordinary knowledgge" (ibid.) developing at least in part because of 

their systematic, usually scientific, knowledge based on the quality and level of education, 

subsequent employment and income.

However, with the emerging loss of confidence in professionals (refer, for example, Schon, 

1991 at pp. 3 - 20), with improvements and expansion in educational opportunities, increased 

access to information, and with the advent in the UK to such personal rights as are 

documented in "citizens charters", there is increasing evidence that the public is willing to 

challenge the opinion of so-called experts and to demand proof or a second opinion. As the 

ultimate consumer of a service, or in the case of land taxation, as the bearer of the tax burden,
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it is axiomatic that the taxpaying public has the right to have the principles and the relevant 

issues explained to them so that they can make informed decisions.

The research by the candidate into the social acceptability of aspects of land taxation (e.g. P/18 

and Plimmeret al, 1998) challenges both the assumption that trained professionals have the 

right to decide technical matters for the public as a whole, as well as the ideal of an ad valorem 
land taxation in all cases (refer IAAO 1997).

Social acceptability is considered (P/17) within the debate surrounding the introduction of the 

Community Charge in the UK and its replacement by the Council Tax (P/17 at pp. 195-205) 

and the debate is extended into a more wide-ranging set of options to replace a land-based 

taxation system (P/1 at pp.172 - 181).

Research is fundamental to the debate surrounding the reform of both the principles and 

practice of property taxation and it is vital that valuers, as professionals involved in the practice 

of valuation for the purposes of property taxation, contribute to the debate without assuming 

total ownership. The issue of tone of the list has been a matter for consideration by the courts 

during the life of the 1973 valuation list and the judicial decision in Addis v. Clements (VO) 
(1988) which prompted the reform incorporated in Schedule 6, paragraph (2) (7) of the Local 

Government Finance Act, 1988. It is evident from P/9 that the problem arose because of 

inadequacies in legislative reform, specifically the failure to implement regular revaluations, and 

pressure from ratepayers who perceived unfairness within the status quo.

Regular revaluations are fundamental to the horizontal and vertical equity of any ad valorem 
property tax system and the failure of the government to implement a revaluation prior to 1990 

(which itself would have required legislative reform to change a rental value tax base to a 

capital value tax base for domestic property) left the judiciary to alleviate the hardship which 

resulted in a situation which central government found unacceptable.

Research currently underway (Plimmer et al. 1999) is demonstrating that the valuations 

(banding of property) within the Council Tax which were undertaken as at 1991 are now 

accurate for only 55% of properties, when compared with their open market sales prices. With 

the government failing to agree a date for a revaluation (or even the fact that any revaluation is
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required), the research has demonstrated evidence of potential failure of the British domestic 

land taxation system, along the lines experienced in the 1980s with the then rating system. 

The importance of research to resolve practical problems is further illustrated in P/7, in which 

the problems encountered within the rating of markets are analysed and resolved. This paper 

was written in response to an absence of any other literature on the subject and has been 

reprinted in another professional journal.

The candidate's research has also investigated Malaysia's rating problems and, within the UK 

context of the comparative research, demonstrated (P/10) that a UK-style Community Charge 

poll tax will provide a socially-acceptable taxation system from which basic services can be 

provided for those inhabitants living outside municipal boundaries who, at present, pay no rates 

and therefore receive no services. This argument is based in part on the analysis of social and 

cultural differences between the Malaysian and UK citizen and therefore a prediction that such 

a poll tax will be socially acceptable to the taxpayers.

Property taxation is one of many specialisms undertaken by valuers and the research and the 

papers which flow from that research illustrate the content, breadth and depth of the role of 

valuers within the administration, assessment, implementation and debate surrounding the 

reform of property taxation. This, in turn, reflects and informs the professional education and 

training required of valuers which, increasingly, is being undertaken within an international 

environment.

3.3.2 Key Issues within the Mutual Recognition of Professional Qualifications

The candidate was awarded a Master of Philosophy degree based on early research prior to 

1991 into the nature of the professional education and training required of valuers within the 

European Economic Community and the interpretation of the European Council's Directive on a 

General System for the Mutual Recognition of Higher-Education Diplomas awarded on 

completion of professional education and training of at least three years' duration.

The publications included within this submission, while incorporating publications which 

appeared before the award of the MPhil (P/2, P/3, P/4) and text which appeared in the MPhil 

thesis, extend the earlier research and, in particular, demonstrates the practical application of 

the continuing work on behalf of The Royal Institution of Chartered Surveyors.
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The earlier papers (P/2, P/3 and P/4) are included because they explain in more detail the 

problems facing the Institution in fulfilling its responsibilities under the terms of the Directive 

and because they illustrate practical difficulties in implementing the EU's goal of the free 

movement of professionals in Europe. In particular, P/6, also provides the necessary 

background information regarding the interpretation of the Directive and the nature of the 

profession of valuation in the other EU Member States (at that time).

The papers demonstrate the interpretation of the Directive in advance of its implementation and 

speculate on the resulting difficulties which could prevent the system working as originally 

intended. P/2 demonstrates that professional status, as evidenced by the holding of a state 

licence to practice does not automatically give the practitioner the right to use the terms of the 

Directive, if the practitioner does not also hold a 'diploma'. This is likely to lead to a two-tier 

professional status, one which can be recognised under the terms of the Directive and one 

which cannot (ibid. p. 116)

The most obvious barrier within the EU to the free movement of professionals is language but, 

as Trompenaars and Hampden-Turner (1997 at p. 21) explain, language forms part of "explicit 

culture .. .the observable reality.. .[which are] symbols of a deeper level of culture." For 

Hofstede (1991 at p. 7) language is a part of the "symbols [which] represent the most 

superficial... manifestations of culture." The true barriers to free movement (and it seems that 

these do exist for many countries) are to be found at the deepest level (Hofstede, 1991, at p. 

8), the core of culture, which are the values. "Values are broad tendencies to prefer certain 

states of affairs over others.... Values are among the first things children learn ... Because 

they were acquired so early in our lives, many values remain unconscious to those who hold 

them. Therefore they cannot be discussed, nor can they be directly observed by outsiders. 

They can only be inferred from the way people act under various circumstances." (ibid.).

Organisational or functional culture is"... the way in which groups have organised themselves 

over the years to solve the problems and challenges presented to them." (Trompenaars and 

Hampden-Tumer, 1997 at p. 23) and reflects the different sets of logical assumptions they have 

formed because they have developed in different geographical regions (ibid.)
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P/3 discusses the dilemma facing the RIGS when attempting to define the professional activity 

of 'Chartered Surveying' which it regulates (ibid, at p. 231-2). The fundamental problem is that 

the activities of valuers and surveyors are not regulated in the UK and the fact that the law 

does not limit any aspect of valuation work to corporate members of the Institution. The RICS, 

then, can only protect and control the title 'Chartered Surveyor' (and its derivatives) and control 

the professional education, training and conduct of its membership (refer also P/3).

The largely historical and cultural differences within different Member States also imposes 

problems for the implementation of the Directive because of the different ways in which 

professional activities are performed and allocated to different professions. Thus, in France, 

where the functions of expert witness and estate agent have developed separately, it is not 

acceptable for an expert (specifically one qualified to present expert evidence before a tribunal) 

to also practice as an estate agent because there is perceived to be a conflict of interest 

between someone who is required to present impartial evidence before a court of law and, at 

the same time, is engaged in trading as an agent. This presents problems when defining 

professional activities and corresponding professions for valuers and remains one of the major 

issues facing the successful implementation of the Directive today (refer also P/5 and P/15). 

Indeed, there is no other county in the EU which groups its property professionals as does the 

RICS, and the absence of synergy of professional activities within the Institution presents 

potential problems both for the identification of and communication with other comparable 

property professional organisations.

There must inevitably be a level of political will to ensure (or at least not impede) the successful 

implementation of this EU directive and, although the Directive was approved by the Council of 

Ministers, the highest level within Member States, there is evidence of reluctance to implement 

the terms of the Directive at national and local levels (Nuthall, 1998; Anon, 1992b).

It is contended by the candidate that one of the reasons for such an absence of will is the 

paucity of effective and efficient communication between Member States and, specifically, 

between national bodies which represent the interests of professionals. Thus, it is contended 

that barriers are raised out of ignorance rather than a genuine conflict of objectives, because to 

date, there has been no in-depth communication dealing with the understanding and 

appreciation of the different nations' valuation professions, and the practices and procedures 

which are adopted in other Member States. All of the papers presented at international
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conferences (P/2, P/5.P/12 and P/20) are specifically aimed at improving communications 

between such organisations and encouraging debate.

It is easy to blame national cultures within Europe for this problem, (refer Hofstede, 1994 and 

Trompenaars and Hampden-Tumer 1997 for details of the extent of and problems caused by 

the variation in cultures within international organisations), although there is no doubt that 

"Europe is learning about intercultural cooperation the hard way ..." (Hofstede, 1994 p. 229). 

Underpinning all of this research (and indeed the principle of the Directive) is professional 

education and training which, in addition to giving access to professional qualifications and 

practice, has a role to play in the development of the professional culture of the valuer (refer 

4.5.2). The Directive recognises the importance of academic qualifications by permitting only 

those individuals with a 'diploma' or degree acquired after three years higher education to 

benefit from its provisions. Yet, there is no requirement for that 'diploma' to cover matters of 

professional education. There is, therefore, an implicit recognition that professional education 

and training can be achieved either by academic qualifications, through professional practice or 

a mixture of both. This equivalence is further underlined by the choice, available to the 

'migrants' within the Directive, of making good any deficiency within their existing professional 

education and training by choosing either an adaptation period (a period of supervised work 

experience) or an aptitude test (refer P/2).

Despite the nature of the current debate within the RIGS within the Agenda for Change, it is 

very clear from the history of professional education within the Institution that there is a trend to 

improve the existing level of general (secondary) education on entry to professional education 

and to maintain a balance between professional academic education and a professional 

structured work-based training programme.

This historical development has no doubt affected the culture of the profession and the 

Institution and this is demonstrated in the reluctance of the membership to accept as holding an 

equivalent professional qualification, a valuer who may hold a 'diploma' in, say law, but who 

has acquired all professional education and training through work-based experience, despite 

the fact that the terms of the Directive require the acceptance of such equivalence (P/12)

It is accepted in the Directive, that what is important in the process of mutual recognition is not 

the manner in which the qualification is achieved, but the quality of the professional which
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results from the process (P/5 and P/12). Thus, the Institution's investigation when implementing 

the terms of the Directive should concentrate not on the process of qualification, but on the 

output of that process (refer also P/20). Similarly, research into the professional culture of 

valuers in particular (and surveyors in general) should demonstrate the importance of the 

fundamental equivalence of outcomes from the process of professional education and training. 

These outcomes could then be more clearly presented and communicated. This should ensure 

that the inherent "values" or basic tenets which underpin the professional grouping are 

maintained and any superficial "symbols" or "rituals .. .[being] activities ... technically 

superfluous in reaching desired ends, but which, within a culture, are considered as socially 

essential" (Hofstede, 1994, at p. 8) can be recognised for what they are - "superfluous". 

Within the ED, mutual recognition has been imposed legislatively. However, the RICS has 

initiated a form of mutual recognition with other professional bodies in the world by the signing 

of reciprocity agreements (refer P/12 and P/20). This demonstrates that it is not necessary for 

legislation to be introduced to ensure the free movement of professionals and that professional 

bodies can negotiate and agree a process which permits their membership to practice in other 

countries and to acquire the professional qualifications of other countries without external 

direction.

However, the ability to have professional qualifications recognised in other countries and the 

ability to respond to the global property-based problems of the future assume that valuers and 

other kinds of surveyors have the full extent of their professional skills recognised 

internationally. This is not yet so and paper P/13 is a report which defines "surveyor" for the 

purposes of the International Standard Classification of Occupations (ISCO-88) which is a 

classification based on the kind of work performed for the job and on the concept of 'skill' and 

also for the International Standard Industrial Classification of all Economic Activities (ISIC Rev. 

3) which is a classification of activities.

Within both of these classifications, it was necessary to broaden the definition of 'surveyor' to 

reflect the increasing work of building surveyors and property valuers and managers. It is vital 

that such recognition is made by external international agencies and that skills of valuers and 

surveyors are used in order to manage, effectively and efficiently, the very limited, valuable and 

irreplaceable land resources of the world (P/13, at p. 1)
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Nevertheless, it is not sufficient for valuers to await legislative action which forces mutual 

recognition (often in a way which is not always appropriate to their circumstances) or to rely 

solely on the pressure of external agencies to achieve a solution. The initiative has been taken 

by the International Federation of Geometers (FIG - Federation International des Geometres) 

which has an international membership of 72 member associations from 64 countries (FIG, 

1999, at pp 12-13), to establish a Task Force to develop a system for the mutual recognition of 

qualifications. Based on the candidate's earlier research and experience, P/20 analyses three 

devices for achieving the free movement of professionals world-wide and contends that the 

most appropriate method, in the light of the circumstances, is a form of mutual recognition of 

professional qualifications devised, imposed and administered by professional organisations 

themselves.

The work of the Task Force needs to consider the professional culture of surveyors. It is 

recognised (Trompenaars and Hampden-Turner, 1997 at p. 7) that "People with certain 

functions will tend to share certain professional and ethical orientations." In describing the label 

'culture' as the shared mental software of people in an organisation, and in differentiating them 

from national cultures, Hofstede (1999 at p. 18) states that "an organisation is a social system 

of a different nature than a nation; if only because the organisation's members usually had a 

certain influence on their decision to join it, are involved in it during working hours, and may 

one day leave it again." Hofstede later (at p. 182) places an occupational culture between that 

of a nation and an organisation but there has been little research on the nature of occupational 

or professional cultures to date.

The implication must be, therefore, that a group of people with a professional culture has 

unifying characteristics which are separate from their national cultures. It is this professional 

culture, based on the strength of the "work centrality" (Hofstede, 1994 at p. 193) which must be 

the basis for the mutual respect and therefore the free movement of professionals (both within 

the ED and world-wide).

It is evident from the literature available that there is no research into the professional culture of 

surveyors, nor is there much published on the culture of any other professional group. (See, 

however, Hofstede, 1994 at p. 155-8 for an almost apologetic study of accounting systems 

based on "impressions and conjectures" (ibid, at p. 155), and Trompenaars and Hampden- 

Turner 1999 at p. 238-240 review of industrial groups, which omits valuers and surveyors.)
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3.3.3 Key Issues within the Teaching of Valuation

The teaching of valuation follows a relatively standard pattern. It is usual to begin with that 

information which is known, and in which a context can be created for the addition of new 

information (e.g. P/1, pp. 1 -7).

It is common for principles and theory of valuation to be built on prior learning in law, 

economics, finance, and building technology. Indeed, it can be argued that all valuations are 

undertaken within a legal framework and the two textbooks included within this submission (P/1 

and P/17) demonstrate a traditional style of presentation of information.

However, it is traditional for valuers in practice to use an implicit approach to valuation and an 

all risks yield to convert a rental income into a capital value. Valuations which are presented to 

a court in both rating and compulsory acquisition almost invariably use this so-called traditional 

method of valuation.

However, for some years, explicit approaches to valuations have emerged, particularly, but not 

exclusively in relation to investment properties. P/19 contends that an explicit approach should 

be adopted for all valuations, requiring that all relevant information and matters which need to 

be taken into account by the valuer are clearly stated within the valuation statement.

However, research (Scott, 1988 and Almond, 1997) has demonstrated that the more expert 

valuers become, the more difficult it becomes to articulate what they do or"... to describe the 

knowledge they use to solve problems" (Scott, 1988 at p. 92). It is contended that, in part, this 

"paradox of expertise" (Scott, ibid., citing Johnson, 1983) stems from the fact that the 

repetitious nature of the experts' work results in tacit and spontaneous practices which are 

rarely reviewed or reflected upon. The nature of the pre-qualificational professional education 

and training which valuers undergo does not encourage reflection nor the explicit nature of 

valuations.

Traditionally, valuers are rarely challenged on their valuations and, where such challenges do 

occur (often in court), they tend to relate to the appropriateness of the valuer's experience or 

facts on which the valuer relied, rather than the specific methodology or predictions which were 

involved. In the past, therefore, there was no reason to provide details which might have
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confused a lay client or which might have revealed sensitive information to a competitor, and 

the culture within which valuers were educated and within which they practise tends to be one 

of the professional whose opinion can not be challenged, except by the courts or by 

acknowledged professional peers.

In the process of negotiating a value, it is generally only an acceptable and agreed figure which 

is important. The details of the components of the valuation are often irrelevant. Indeed, this 

philosophy continues today amongst some practitioners (Stacey, 1976; Bingham, 1997). 

Traditionally too, valuation textbooks ignored detailed and precise examinations of valuation 

methodologies (Jenkins, 1992, at p. 20).

However, the requirement for explicit valuations, for valuers to articulate the details of what 

they do and how they do it challenges their basic assumptions as professionals, involving as 

they do problems which are so much a part of the daily life of a valuer and"... are solved in 

such obvious ways that the solutions disappear from [their] consciousness" (Trompenaars and 

Hampden-Tumer, 1997 at p. 23). They are, therefore, a fundamental and core part of the 

culture of the valuer.

In his attempt to create expert systems which replicate the thought processes of valuers, 

Jenkins, (1992, at p. 78.) describes the emotional response of a valuer co-operating with 

research into expert systems when required to describe the "what" and the "how" of the 

process involved in a specific valuation. According to Trompenaars and Hampden-Turner 

(ibid.) "The best way to test if something is a basic assumption is when the question provokes 

confusion or irritation.... When you question basic assumptions you are asking questions that 

have never been asked before. It might lead to deeper insights, but it might provoke 

annoyance."

It seems, therefore, that the valuation technique is a part of the culture of UK property valuers 

at their deepest level. The call for explicit valuations is, therefore, challenging the core of the 

valuation culture in the UK and therefore the "paradox of expertise" and the resistance of the 

profession to embrace them may be understandable. It is contended that the root cause of this 

failure lies in the way in which valuations are taught within academia and within the profession 

itself.
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Nevertheless, the failure of the public to accord professional opinion with the same degree of 

unquestioning deference (refer 3.3.1) and the failure or inability of valuers to articulate what 

they do, are in danger of marginalising the valuation profession at a time when there is a wealth 

of property-relevant information available and when other professionals are able and willing to 

provide both a valuation service and provide details of their methodology (P/19).

It is apparent that neither the academic education and training of valuers nor the professional 

practice of valuers are taking into account such relatively recent innovations as expert systems 

(e.g. Scott, 1988; Nawawi, 1998) or artificial neural networks (Lewis et al, 1998; Panyaiotou et 

al, 1999). Research into these techniques (which are designed to mirror the processes 

undertaken by a valuer) has demonstrated disagreements within the profession as to the 

nature and extent of information which should be made available to a valuer for the purposes of 

the valuation (e.g. Jenkins, 1992; Gronow, et al. 1996). These must undermine the status of the 

valuation profession if there is no enthusiasm for an enhancement of its expertise by the use of 

the latest techniques and technologies or there remains dispute over what is or is not relevant 

to a valuation (P/19).

The need for explicit valuations is not new (e.g. Greaves, 1972). The need is based on a 

combination of factors which have underlined the need for a change in the process which 

valuers adopt. Firstly, there was the recognition (e.g. Wood, 1973; Mackmin, 1976) that the 

standard of valuation methodology was inadequate and that it was important that greater detail 

(particularly at that time in investment valuations) should be provided explicitly. Secondly, there 

is an impetus from the demand of an increasingly sophisticated client-base for sufficient and 

suitable information from which to make comparisons between different investment media (e.g. 

Jones, 1997). Finally, it was evident that, if the valuation profession did not respond to this 

demand, someone else (generally identified as the accountancy profession) would.

However, explicit valuations will not be achieved in practice, unless they are taught at a pre- 

qualificational level, because the culture of property valuers, which has produced this situation 

is to a large extent initiated and developed within the academic environment in which the 

majority of valuers begin their careers. Indeed, "Education and occupation are in themselves 

powerful sources of cultural learning." (Hofstede, 1994, at p. 17).
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Thus, in order to achieve explicit valuations as the normal product of the valuation process, a 

culture change within the process of the education and training of valuers, beginning within 

academia, needs to take place.

The research into the opportunities which China's open door policy reform created for the 

development of a property market (P/8) based on the fact that China was prepared to consider 

the use of Information Technology, as used in the West, to assist in the provision of 

professional education and training, has led to a different approach.

In the absence of any recent history of property education and practice in China, the research 

hypothesised that computer assisted teaching and learning could provide a solution to China's 

urgent need for professionals and the details of that computer assisted teaching and learning 

program are explained fully in P/11 and P/16. The approach adopted by the program was to 

reverse the process of valuation teaching by presenting the students with a completed 

valuation and by allowing the students to browse through both the valuation and the underlying 

knowledge bases using hypertext links (P. 16). In this way, students are able to investigate or 

be reminded of the fundamental issues (be they related to law, economics, finance or 

construction) which underpin a valuation. Thus the explicit nature of even a traditional valuation 

is demonstrated and constantly reinforced within the process.

The importance of this top-down approach to teaching has not yet been fully exploited but it is 

one of the possible devices available to ensure more widespread use of explicit valuation 

techniques and thereby improve the professional service provided by valuers. Their ability to 

provide explicit valuations will depend on how they are educated in valuation expertise and the 

textbooks (P/1 and P/17) as well as P/7 demonstrate the analytical detail which can be required 

within the specialism of property taxation.

Also, by using such a program within an educational environment, it is hypothesised that, over 

a relatively short period of time, the culture of the UK valuation profession can be changed by 

increasing awareness of both the myriad of factors which affect the value of property (through 

explicit analysis using the latest technologies) and the explicit nature of valuation reports to 

which all clients should be entitled.
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3.4 Conclusion

This section has demonstrated the coherence of the submission by identifying and discussion 

on the common issues of internationalism, culture, valuation, professional status and the 

development of these key issues in the publications.
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SECTION 4 - SPECIFIC CONTRIBUTION BY THE CANDIDATE 

4.1 Introduction

This submission demonstrates an independent and original contribution to knowledge, at 

least equivalent to that normally demonstrated by the submission of a thesis. It has provided 

a critical evaluation of the research methodologies adopted during the course of the research 

(Section 2) as well as evidence of the significant authorship by the candidate and the 

coherence of the publications within the area of professional education and training of 

valuers (Section 3). This section demonstrates the nature and extent of the candidate's 

contribution to knowledge and her specific contributions to the publications themselves.

The aim of the research is to investigate, to develop, to promote and to enhance the 

professional education and training of property valuers within the global market place which 

is increasingly emerging for property professionals. The published work and the practical 

application of the candidate's research illustrate how the candidate has achieved originality 

by the development and application of existing knowledge as well as by expanding research 

into significant new areas and by developing inter-related areas through comparative studies.

The major strengths of the published work are the depth and the variety of the publications 

within the broad area of professional education and training of valuers: specifically,

  the depth of the investigation and the practical application of the results of the research 

into the mutual recognition of higher education diplomas;

  the development of the issue of equity and fairness for taxpayers within the international 

debate on property taxation;

  the use of unique comparative studies to achieve innovative solutions to valuation and 

taxation problems;

  the contribution to the improvements in the teaching of valuation and valuation-related 

subjects; and

  the cultural context in which the three themes have been treated.
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The significance of the publications is further demonstrated by the quality of the journals and 

publications in which the papers have been published and by the national and international 

recognition of the candidate as a leading expert in the field of mutual recognition of 

professional qualifications for valuers in Europe.

Section 4 has detailed key issues within the publications as well as the coherence of the 

submission. It is contended that the candidate's significant contribution to knowledge must 

be judged in relation to the whole submission, which is unique in its totality as well as within 

the individual themes. Specific contributions to knowledge are now considered within each of 

the identified themes.

4.2 Property Taxation

Part of the focus of the work has been to encourage further debate into the policy and 

implementation of ad valorem land taxation, particularly as they affect the perceptions of the 

taxpayers, both in the UK and overseas. Valuers are required to find solutions to property tax 

problems and, with different cultural values applying world-wide, it is vital to recognise that 

solutions which are appropriate in a country espousing one set of values may not be 

appropriate in a country where other values are held (e.g. P/10). The research has 

demonstrated a rigorous theoretical and practical approach to resolving the problems 

identified and the importance of admitting the diversity of potential appropriate solutions. The 

originality of the work is demonstrated by the fact that the published material represents an 

important addition to existing knowledge.

The content of the two textbooks (P/1 and P/18) is more than a mere synthesis of existing 

work. They provide a substantive body of knowledge, covering a breadth of material, fulfilling 

a commercially-viable market and thereby represent unique publications. The inclusion of 

fundamental policy arguments and debates which affect valuation practice within the texts, 

which establish an objective approach to the evaluation of the UK taxation systems 

concerned, thereby provide a platform for informed debate on system reform.

Other publications (P/10 and P/14) are unique in that no other publications which critically 

analyse the Malaysian and Cypriot property taxation systems have been published. They 

deal with the comparative analysis of different systems of land taxation in the light of
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generally-accepted land taxation principles, in order to broaden debate and to encourage 

sound, logical and appropriate reform of comparative systems of property taxation. These 

research projects and the publications which have resulted from them, therefore represent a 

unique contribution to knowledge because of the subject-matter covered, the methodologies 

adopted and the nature of the proposed solutions to the problems identified. These two 

research projects have also resulted in additional publications, in the form of two chapters in 

McCluskey (ed) 1999, a second edition of Property Tax: an international comparative review.

Four papers within this theme (P/7, P/9, P/10 and P/14) were co-authored with new 

researchers. In each case, the candidate took a leading and formal role in the supervision of 

the researcher, in the direction of the research and in the production of the paper, both as 

subject expert and as an experienced author. In P/7, the role of the candidate focused on 

developing the logical structure of both the research itself and the structure of the published 

paper. In P/9, once again, the candidate was instrumental in developing the structure of the 

published paper, and in providing a focus for the research debate.

Within both P/10 and P/14, the researchers were overseas students, and the candidate's role 

was more specifically directed both to the issue of UK property taxation as a knowledge 

base, specifically for comparison purposes, and to general taxation theory, as a basis for 

reform proposals. In addition, as an experienced author, the candidate took a leading role in 

the structure and development of early drafts of the papers

In addition, the candidate has also undertaken research relating to the perception of fairness 

and equity for taxpayers in order to contribute to the international debate on issues of global 

concern (e.g. P/18). It has been demonstrated (for example, P/10) that the problems which 

face the ad valorem property taxation systems in different countries may be ameliorated by 

solutions which may not be acceptable within another culture and that the assumption that a 

market value tax base is inherently equitable may be challenged (P/18).

The underlying principle in this work is that fairness and equity must be considered primarily 

from the point of view of the taxpayer (P/18) and that it is necessary to establish what criteria 

is and is not perceived as essential by any given taxpaying community which is likely to be 

influenced by the culture within which the community has developed and is developing. It is 

also axiomatic that the set of "acceptable" criteria may vary in countries where other
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priorities, values and norms apply. This is a direction in which the candidate has made and is 

making a unique contribution, in collaboration with experienced research colleagues (refer 

P/18) whose expertise in international taxation systems and taxation theory complement the 

expertise of the candidate. Within this research team and having agreed an overall approach, 

the collaborative research and writing process involves each researcher contributing 

information, data and text within their expertise, to which the others add their contributions 

and comments on the overall structure and direction.

4.3 Mutual Recognition of Professional Qualifications.

Research has also built on earlier work presented in 1991 for a Master of Philosophy award. 

This work has been developed into a procedure and process implemented by The Royal 

Institution of Chartered Surveyors to administer applications for membership under the terms 

of the EU Directive. In addition, the candidate has assessed the appropriateness of all such 

applications through documentary and oral evidence and has, therefore, made a unique 

contribution in assessing professional qualifications for applicants to the RICS under the 

terms of the Directive.

No publications (apart from those written or co-authored by the candidate) describe and 

analyse the effect of the European Commission's Directive on the mutual recognition of 

higher education diplomas on The Royal Institution of Chartered Surveyors and the research 

by the candidate from which the publications included within this submission emerged (P/2; 

P/3; P/6) therefore provide a unique research-based statement on the nature of the 

professional education and training of those individuals in other EU Member States who 

undertook the professional activities of valuation at that time.

The research has been developed since the MPhil award into the practical application of the 

terms of the Directive for The Royal Institution of Chartered Surveyors (e.g. P/5 and P/12) 

and into a global application for the theory of mutual recognition of professional qualifications 

through involvement with the Task Force established by the International Federation of 

Geometers (FIG) for this purpose (refer P/20).

The research has considered the barriers which are preventing the spirit and the letter of the 

Directive achieving its intended goal. Overtime, the official interpretation of the Directive has
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evolved (for example, it is now no longer necessary for an applicant under the Directive to 

seek to migrate to the country for whose qualification application is being made) and it has 

been necessary to revise advice (but not the methodology) for implementation to the 

Institution in the light of the re-interpretation and also in the light of the Institution's own 

evolving policies and procedures (P/15).

In addition to advising the Institution, the publications considered fundamental issues which 

have emerged since the implementation of the EU Directive, such as the willingness of ED 

Member States to respect the principle of free movement (P/5) language and custom (ibid.), 

standards of professional practice (P/12), the absence of a "corresponding profession" (P/15) 

and the globalisation of the need for free movement of professionals in response to external 

pressure to ensure, amongst other things, the liberalisation of services. These represent 

major difficulties to the widespread imposition of a system affecting national professional 

practice rights by a legislative body.

One of the few potential solutions to these problems must be research into the fundamental 

nature of the valuation profession and its underlying culture so that improved 

communications, both between affected professional organisations and between the 

professional organisations and the legislative body which imposes the Directive. In analysing 

the effect of the Directive, the nature of professional education and training of valuers in 

Europe and the issues relating to the successful implementation of the Directive, the 

publications of this theme of the research (P/2; P/3; P/4; P/5; P/6; P/12; P/15) demonstrate 

that the candidate has made a significant and unique contribution to the analysis and 

understanding of the issues involved in mutual recognition and to the debate which will 

precede the improved implementation of both the terms and the spirit of the Directive.

Those papers which have been co-authored (P/3; P/4: P/6) represent the papers which 

flowed from the MPhil research and, as is usual with supervised research leading to an 

award, the papers bear the names of the candidate and the supervisor, as was agreed. The 

role of the candidate within the MPhil research period developed from that of an 

inexperienced researcher to one capable of taking the lead, both within the direction and 

process of research and its presentation for an international readership. Subsequent papers 

within this theme are sole-authored by the candidate and represent independent research 

which has lead to a role within The Royal Institution of Chartered Surveyors which is
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recognised as unique and to her appointment as the representative of the RICS to FIG's 

Commission 2 (Professional Education) and as Secretary to FIG's Task Force on the mutual 

recognition of professional qualifications world-wide.

As stated above, one of the strengths of the candidate's research is the external recognition 

of her status as a leading expert in the field. Thus, the unique and important contribution 

which the candidate made to this area was acknowledged within an RICS working paper 

(Anon 1998) in which it was recognised that there was only one member of the RICS who 

possesses the level of knowledge required to assess a candidate's application through the 

EU Directive route. Similarly, the UK Coordinator (Directive 89/48/EEC) considered the paper 

(P/16) "a useful contribution to the interpretation of the Directive for designated authorities" 

(Clark, 1997) and an example to other designated authorities of how they should deal with 

applications.

The candidate's unique status within this area has led to a funded research project (P/13) 

which builds on her broader knowledge of the nature of the work of a "surveyor" (which 

includes the work of a "valuer") within an international environment. This paper provides a 

model definition of "surveyor", classifies "surveyor" for the purposes of the International 

Standard Classification of Occupations and also for the purposes of the International 

Standard Industrial Classification, which is based on activities. This report, produced for the 

International Federation of Surveyors (FIG) demonstrates the ability of the candidate to apply 

her knowledge to other classifications of the work of surveyors (and therefore valuers) which 

are dependent on professional education and training.

The candidate has, through the various RICS committees and working parties, contributed to 

the debate and the policy of extending RICS membership and professional education and 

training to mainland Europe. This has been achieved through her involvement with the work 

of the Institution's European and Overseas Qualifications Sub-Committee (1989-1994) and 

the International Qualifications Sub-Committee (1994 -1998). During this period of time 

(1989 -1991), the Sub-Committee was responsible for reciprocity agreements with the 

following organisations: Appraisal Institute of Canada, New Zealand Institute of Valuers, 

Australian Institute of Quantity Surveyors, Australian Institute of Valuers and Land 

Economists, and the Hong Kong Institute of Surveyors.
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The candidate was also part of the working group which met in 1992 to establish the criteria 

which was applied to "leading practitioners" or "eminent property professionals" in Europe 

under the dispensing powers of the Institution in order to achieve a critical mass of Chartered 

Surveyors within the EU.

Part of the work of the International Qualifications Sub-Committee (1994 -1998) was the 

implementation of the process by which such eminent professionals' qualifications were 

scrutinised.

In addition, her role in chairing all interviews held under the terms of the Directive and in 

chairing all panels interviewing under the RICS's reciprocity agreements demonstrates the 

practical application of her work. Since October 1998, she is the RICS's delegate to the 

International Federation of Surveyors' (FIG) Commission 2 (Professional Education) and has 

been a member of the Surveying Courses Board working parties which accredited the 

Postgraduate diploma in Real Estate Management at the European Business School in 

Frankfurt in 1992; the Diploma in Land Management at the Hogeschool in Eindhoven in 

1995; ICH postgraduate diploma at the Conservatoire National des Arts et Metiers in Paris in 

1995; the Management Economics and Law with Real Estate at the Hanzehogeschool in 

Groningen in 1997; and the undergraduate and postgraduate courses in Property Economics 

at the Berufsakademie in Stuttgart in 1999.

The candidate represented a specific expertise developed from the MPhil research within the 

Sub-Committee which undertook this work, and within the working parties which visited these 

academic organisations. These activities, therefore, represent specific examples of her wider 

involvement in the development and implementation of a radical change of education policy 

within the RICS and thereby demonstrate her unique contribution to the significant evolution 

in the nature of professional education and training of valuers in Europe.

4.4 Teaching of Valuation

The publications dealing with the teaching of valuation demonstrate a breadth of application 

and include the texts (P/1 and P/17) because of their unique content (refer section 3). In 

addition, the opportunity has been taken, (P/17 at pp. 224 - 244) to incorporate a detailed

investigation and critique of the zoning system, which is a unique treatise on the subject.
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Another contribution by the candidate is her input into the research which has developed the 

unique "top-down" approach to knowledge acquisition which has yet to be developed fully 

into a commercial application (refer 4.5). As explained in Section 3, the use of a computer 

assisted teaching and learning package enables students to be presented with a completed 

valuation and to use hyper-text links to "browse" through the layers of valuation theory which 

underpin the valuation. This reverses the normal 'bedrock' approach to valuation teaching, 

whereby such subject matter as law, economics, construction and the basics of valuation 

precede the teaching of, for example, a development method of valuation (P/8; P/11; P/16).

The links made during personal visits to China by a co-author provided sufficient evidence on 

which to develop and test a computer-based program for the teaching of valuation (P/17), but 

also resulted in a three-year academic link with China, a scheme funded by the British 

Council, which included a two week lecture programme undertaken by the candidate at the 

Institute of Urban Construction and Environmental Protection in Suzhou.

Publications within this area (P/8, P/11, P/16 and P/19) have been co-authored with 

colleagues. P/8 and P/11 were papers produced by a research team which was led by the 

candidate, before she took the role of supervisor because of her maternity leave (1993-94). 

Prior to this, the candidate was responsible, as Director of Studies, for the early PhD 

research from MPhil stage to transfer to PhD. The research which underpinned the 

hypothesis that China would benefit from an IT solution to its urgent need for property valuers 

was covered at this stage. In addition, she played a leading part in the research debate 

during this time and the structure of papers prior to publication. After 1994, her role was less 

intense and involved less in the details of the research. Nevertheless, she took an active part 

in the research debate and in the production of publications.

The co-authorship of P/19 demonstrates the synthesis between other research within the 

University dealing with expert systems and their importance to professional education and 

training. It also provides an example of the nature of professional culture which inhibits 

valuers from taking advantage of new technologies and thereby demonstrating their skills 

and understanding of relevant issues to an increasingly demanding client-base. Within her 

involvement with the property valuation education, this research contributes to the debate 

surrounding the need for improved methods of professional education in valuation in order to
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develop a sound theoretical and practical basis on which the profession can rely. It also 

contributes to her developing research into the nature of the culture of valuers which, it is 

hypothesised, will strengthen the world-wide profession and its use of its professional 

knowledge base.

This overview has analysed the outcomes of the research which underpins the twenty 

publications of the candidate into a coherent and logical submission. The broad aim is to 

investigate, to develop, to promote and to enhance the professional education and training of 

property valuers within the global market place, which is increasingly emerging for property 

professionals. This has been achieved by the research into key areas of professional 

education and training of valuers in the UK, within the European Union and, increasingly 

within an international arena, in the light of the cultures which influence surveyors, their 

professional qualifications and their work.

Within the context of the development of world-wide qualifications, which is both a 

background to and a part of the research itself, the research has been linked very strongly to 

the recent evolution of the perceptions and aspirations of The Royal Institution of Chartered 

Surveyors as an organisation whose members can acquire the status of corporate 

membership world-wide and which is responsible for the professional qualifications of this 

increasingly international membership within an evolving global market for their services.

The publications also demonstrate the candidate's standing as a leading expert on rating law 

and valuation, her contribution to the debate on improving the delivery of valuation teaching 

through the expansion of the teaching of explicit valuations and the emergence of the 

influence of professional culture.

4.5 Further Work

The publications on which this submission relies is based on research and publications as at 

1999. However, the research which underpins this submission is continuing and developing 

and further publications are in hand. It is relevant to discuss such work in order to 

demonstrate both the linkages and the evolution of issues which have been considered 

previously in Section 3.
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4.5.1 Equity and Fairness in Property Taxation

Research into issues of equity and fairness in ad valorem property taxation is continuing with 

the existing team (0. P. Connellan, W. J. McCluskey and the candidate) into the empirical 

research to demonstrate the need for revaluations for council tax purposes in order to ensure 

horizontal equity and to demonstrate the limitations within the Council Tax of vertical equity 

between taxpayers within England and Wales.

The current extension of the research, which has received funding from the Lincoln Institute, 

involves the collection, analysis and synthesis of data from the sales of residential property in 

the South East Wales area between 1997 and 1998 and a comparison between the sale 

prices and the existing (1991) council tax banding for the properties concerned.

The purpose of the research is to demonstrate whether and to what extent property prices 

(and therefore taxable values) have shifted since the original valuation date and thereby 

assess the need for a revaluation of dwellings in order to reinstate the horizontal equity of the 

tax. In introducing a banding system for council tax, central government recognised banding 

as having a number of key advantages, one of which was that there would be no need for 

regular and frequent revaluations. This ignores the realities of market price movements within 

the housing market which can vary according to house type and according to geographical 

location (both of which are matters totally ignored within the banding process).

The importance of maintaining an accurate and reliable assessment base is of major 

importance in ensuring the continued credibility of the tax system itself, particularly in the 

opinion of the tax-paying public. It is well recognised that one of the reasons for the abolition 

of the pre-1990 rating system in England and Wales was the fact that the (then) basis of 

assessment was 17 years out of date and that a major reform of that basis (from rental to 

capital value) which was necessary in order to provide an up-to-date valuation base and 

which was never undertaken.
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A similar exercise has already been undertaken in relation to the local residential property tax 

system within Northern Ireland and the results of each of these exercises will be analysed. It 

is anticipated that publications based on this research will be submitted for review later this 

year.

To date, the research has demonstrated that, over a range of dwellings, which cover all eight 

value bands, only 55% of the properties were sold at prices which reflect their value bands. 

The corollary is that, with the valuation date of 1991,45% of the properties are incorrectly 

valued. Of the 45% of the properties which are incorrectly banded, 25% should be entered 

into a lower value band and 20% should be entered into a higher value band. This raises 

concern with the absence of any recognition from the government of the need for a 

revaluation of residential properties for the purposes of Council Tax.

In addition, analysis will be undertaken in order to establish whether it is possible to identify 

particular property types or properties of particular value bands which are worse affected by 

the absence of a rebanding and the degree to which vertical equity is compromised by the 

existing bands and the statutorily imposed relativity of tax liability between the bands.

The development of this research with the existing research team (W. J. McCluskey, 0. P. 

Connellan and the candidate) has attracted the financial support of the Lincoln Institute of the 

USA, and offers the chance to expand the underlying research issues, into the issues of 

social acceptability of property tax systems, and into the cultural influences which permit 

certain tax systems to operate successfully in one 'nation' but not in another. Other cultural 

influences which may be explored include the so-called culture of non-payment, identified in 

Scotland after the demise of the Poll Tax (Anon, 1992a) and in the black municipalities 

following the abolition of apartheid in South Africa (Thomhill, 1997).

4.5.2 Mutual Recognition of Professional Qualifications

The importance of the EU's Directive on the mutual recognition of higher education diplomas 

as a device to achieve the free movement of professionals was perceived by the European 

Council of Ministers as essential for the completion of the single European market. 

Nevertheless, the Directive is a legislative device imposed on both professional organisations 

and individual Member States. The reluctance of EU Member States to implement its terms
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in the spirit of mutual trust demonstrates one of the main difficulties in achieving the ultimate 

aim of freedom of movement within the EU. It is easy to blame national cultures within 

Europe for this problem. (Refer Hofstede, 1994 and Trompenaars and Hampden-Turner 

1997 for details of the extent of and problems caused by the variation in cultures within 

international organisations), and there is no doubt that "Europe is learning about intercultural 

cooperation the hard way ..." (Hofstede, 1994 p. 229).

It has been repeatedly acknowledged within this submission that the market for the 

professional services of valuers is world-wide and there is pressure from such international 

institutions as the World Trade Organisation, to extend the many existing bi-lateral 

agreements, such as the reciprocity agreements negotiated by the RIGS. The candidate is 

part of the task force established in 1998 by the International Federation of Surveyors (FIG) 

to develop a framework for reviewing the benefits of and barriers against introducing 

standards for global professional competence (refer also P/20). This is a significant move by 

an international organisation which represents the interests of surveyors to develop and 

implement a process of mutual recognition rather than have such a process imposed by 

national and/or international legislative bodies. It also recognises that, within professionals 

and their representing organisations, there is a willingness to undertake such a development.

However, it is proposed that research achieves this end by investigating, identifying and 

analysing the nature of the professional culture for surveyors in general and valuers in 

particular.

Thus, the candidate's further research seeks to synthesis the fundamental principles which 

underlie both the bi-lateral reciprocity agreements negotiated by the RICS and the EU's 

Directive into the mutual recognition of higher education diplomas within a cultural context.

Such a system can only be achieved following an exchange of information between 

organisations which ensures effective understanding of the fundamental nature of the norms 

and values of the surveying professions in each country, including their content and 

encourages what could prove a very sensitive debate (if the deliberations of the RICS's 

National Network Task Force are typical) as to the genuine rationale for the existing grouping 

of different kinds of surveyors and their professional activities.
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Both Hofstede (1994 at p. 182) and Trompenaars and Hampden-Turner (1997 at p. 7) 

recognise the existence of a professional culture, although neither attempts to analyse or 

identify this phenomena nor to consider its relationship to national and organisational cultures 

for any professions. (Refer, Hofstede (ibid. pp. 155-158 for a brief, opportunist "cultural look 

at accounting systems" ibid. p. 158).

However, it is contended by the candidate that, within the profession of surveyors and, 

specifically valuers, there is a unifying culture which can be identified, investigated and 

developed so that mutual recognition of professional qualifications proceeds on the basis of 

an understanding of the commonality of the norms and the fundamental values of the 

profession and not the irrelevant and superficial "symbols" which distract. Thus, the effect of 

any divisive national culture traits (refer Hofstede ,1994 and Trompenaars and Hampden- 

Tumer, 1997) can be minimised and the inherent values which underlie the professional 

culture can be used to promote the common cultural bonds, and thereby mutual 

understanding and respect on which the free movement of professionals must rely.

It is recognised (Trompenaars and Hampden-Turner, 1997 at p. 7) that "people within certain 

functions will tend to share certain professional and ethical orientations". Hofstede (1994 at p. 

182) placed an occupational culture level"... halfway between nation and organisation, 

suggesting that entering an occupational field means the acquisition of both values and 

practices." According to Cray and Mallory (1998) their work (and the work of many others in 

the field) has been severely limited to descriptive and comparative research of differences 

caused by nations and/or culture, with little attention being paid to similarities. According to 

Cray and Mallory (1998 at p. 15),"... the real task ... [is] of understanding the bases of 

these differences and how they influence behaviour." It is also recognised (ibid, at pp. 141 - 

144) that culture is not static and that "Basic values... interact with changing economic and 

political conditions to produce altered expectations with regards to attitudes and behaviour. 

Even if we assume that the underlying values remain unchanged, events ... are bound to 

cause a shift in how those values manifest themselves. Such events may even, in time, 

change the values themselves." (ibid. p. 141). Thus, it may be that the very globalisation of 

the marketplace for the services of valuers will affect their professional culture.
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It is contended by the candidate that through an identification and analysis of the unifying 

nature of the occupational culture of valuers, international understanding and mutual respect 

will develop and this will form an hypothesis for further work.

This development represents a natural extension of the candidate's existing work and it is 

perceived by the candidate as a significant, collaborative and long-term development of her 

research.

4.5.3 Explicit Valuations

The candidate is part of a collaborative research team (S. J. Clarke, L. Jiang, W. J. 

McCluskey and the candidate) which is building on the earlier research (refer, P/8; P/11; and 

P/19) and on the teaching experience of the team in order to produce a practical application 

for the explicit teaching of valuation.

The aim of this research is to develop, test and implement an explicit valuation teaching 

medium, based on the use of IT and on the top-down approach to valuation described earlier 

in this submission (P/8; P/11; and P/16). The team will develop such a teaching medium, 

initially, for students new to the discipline of property valuation, so that the explicit nature of 

the valuation process will emerge naturally during the teaching and, therefore, the application 

of the subject matter.

Within the research into the culture of valuers (described in 4.5.2 above), it is hypothesised 

that, by ensuring that the teaching of valuation is explicit throughout the period of 

professional education, the "paradox of expertise" (Scott, 1988 at p. 72) is avoided and that 

the fundamental norms and values, which practitioners appear to be reluctant to articulate, 

will become clear and transparent to a future generation of valuers.

The ultimate aim is to ensure that all students are educated to produce explicit valuations in 

practice for all purposes, to be confident and articulate about the complexity and interaction 

of the matters which are taken into account within the valuation process and that they are 

capable of providing the detailed advice and the quality "product" which their sophisticated 

clients are seeking (refer P/19).
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The use of CD rom as a publication media has been discussed with potential publishers. This 

project, which will be based on significant scholarship and synthesis of existing material, 

including the development of the program developed by Dr. Jiang, demonstrates the 

continuation of research already discussed in this submission and its practical application to 

the professional education and training of valuers.

4.6 Conclusions

This section has identified the candidate's significant contribution to knowledge both within 

the publications and the practical application of her wider research which underpins those 

publications. In addition, this section has described continuing and future development of the 

candidate's research within the three themes identified.
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5.0 CLOSING STATEMENT

This submission has demonstrated an independent and original contribution to knowledge, at 

least equivalent to that normally demonstrated by the submission of a thesis. What is 

considered particularly significant is the contribution which the candidate has made in:

(a) the depth of the investigation and the practical application of the results of the research 

into the mutual recognition of higher education diplomas;

(b) the development of the issue of equity and fairness for taxpayers within the international 

debate on property taxation;

(c) the use of unique comparative studies to achieve innovative solutions to valuation and 

taxation problems;

(d) the contribution to the improvements in the teaching of valuation and valuation-related 

subjects; and

(e) the cultural context in which the three themes have been treated.

This submission has shown evidence of significant authorship by the candidate and the 

originality of the candidate's contribution to the field of research.
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FIG XIX INTERNATIONAL CONGRESS 

HELSINKI, FINLAND, 1990

EDUCATION FOR VALUERS IN EUROPE 

F. A. S. PLIHMBR

SUMMARY

The requirements of the European Council's Directive en the 
mutual recognition of higher education diplomas are investigated 
in relation to valuers wishing to work in the U.K. and qualifying 
under the Directive to join The Royal Institution of Chartered 
Surveyors. The identification of similar professional activities 
within other Member States is made, initially in France, and the 
academic and professional education for valuers is investigated, 
and compared with that received in the U.K. Some of the 
problems, both in identification of the professionals and in the 
implementation of the Directive already encountered at this early 
stage (September, 1969) are highlighted.

RESUME

Les demandes de 1'Instruction^ du Conseil^ europeen sur la 
reconnaissance mutuelle des diplomes sont a etudier dans le cas 
des experts immobiliers cherchant a travailler au Royaume-Uni et 
agrees sous 1'Instruction afin de devenir membres du Royal 
Institution of Chartered Surveyors. L'indentification de ceux 
qui exercent les memes activites professionnelles dans les autres 
Etats de la Communaute europeenne, s'etablit d'abord en France. 
Par la suite, une etude de 1'education scolaire et_ la formation 
professionnelle de ces expertr, en France est realisee afin de les 
comparer avec la situation au Royaume-Uni. ^Cette etude met en 
relief quelque-uns des problemes deja souleves au cours de cette 
premiere etape (septembre 1989) tant au niveau de 
1'identification des professionels que de 1'execution de 
1'Instruction.

ZUSAMMENFASSDNG

Die Anforderung des Erlasses des Europaeischen Rates ueber sie 
gegenseitige Anerkennung der Hochschuldiplomen wird untersucht 
bezueglich Schaetzern, die im Vereinigten Koenigreich zu arbeiten 
und qualifiziert sind unter dem Erlass The Royal Institution of 
Chartered Surveyors beizutreten. Die Indentifizierung 
aehnlicher beruflicher Taetigkeiten in anderen Mitgliedstaaten 
wird mit Frankreich angefangen gemacht und die akademische sowie 
berufliche Schulung von Schaetzern wird untersucht und verglichen 
mit der Schulung im Vereinigten Koenigreich. Einige der 
Problems in der Identifizierung und Ausfuehrung des Erlassesdie 
bereits schon im fruehen Entwicklungsstadiums aufgetaucht sind 
(Sept. 89) werden hervorgehoben.
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IHTRODOCTION

The aim of the paper is to consider the profession of valuers in 
the light of the European Council's Directive for the Recognition 
of Higher Education Diplomas. It describes a research project 
currently underway at the Polytechnic of Wales, and partly funded 
by both the Education Trust of the Royal Institution of Chartered 
Surveyors and the European Commission.

THE SINGLE MARKET ACT

In establishing the Single Market Act, the European Community 
aims to create freedom of movement in three different areas: 
across physical barriers, across fiscal barriers and across 
technical barriers which will allow the unobstructed movement of 
goods and people within the European Community. It is within 
this third freedom that the movement of professionals within 
Member States comes.

In order to achieve a single European Market, the harmonisation 
of rules and regulations throughout Member States had been 
attempted, so that the same rules applied throughout the 
Community. However, this resulted in unacceptably protracted 
negotiations and, in order to avoid the delay which harmonisation 
caused, the method now adopted is mutual recognition.

Mutual recognition involves the recognition of the essential 
equivalence of the objectives of national legislation. It means 
that Member States must accept standards which are the norm in 
any other Member State, based on mutual trust and on the 
assumption that specific levels of training in Member States are 
of a high standard.

Mutual recognition removes the requirement for a migrant (as he 
is called in the Directive) who is professionally qualified in 
his "home" Member State to qualify in another Member State to 
perform the same function. To achieve this, the European Council 
has proposed a general system for the mutual recognition of 
qualifications. This is seen by the Commission as a priority if 
the Single Market is to be perceived as irreversible.

THE DIRECTIVE

The Council's Directive on a General System for the Recognition 
of Higher-Education Diplomas awarded on Completion of 
Professional Education and Training of at least Three Years' 
Duration (7533/88) (the Directive) adopts a general, rather than 
a sectoral, approach to the professions and therefore applies to 
all professions to which access is in some way restricted, for 
which at least three years higher education is required, and for 
which a specific sectoral directive does not exist.

No longer can access to a "regulated profession" be denied a 
migrant from another Member State simply because he does not hold 
the host nation's own professional qualification.
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However, the migrant must:

a. hold the diploma required in another Member State for the 
pursuit of the profession in question, or

b. have pursued that profession full-time for two years during 
the previous ten years in his own Member State which does not 
regulate that profession AND possess evidence of a diploma (as 
defined).

Thus, any qualified and/or experienced professional should be 
able to carry out his profession or acquire such skills in any of 
the Member States of the European Community.

SCOPE OF THE DIRECTIVE

The Directive applies to any national wishing to pursue a 
"regulated profession" in a host Member State in a self-employed 
capacity or as an employed person. Regulated profession is 
defined as:

the regulated professional activity or range of activities 
which constitutes this profession in a Member State

(art. 1. (c))

A regulated professional activity includes the following 
definition:

a professional activity . . . pursued by the members of an 
association or organisation the purpose of which is, in 
particular, to promote and maintain a high standard in the 
professional field concerned and which to achieve that 
purpose, is recognised in a special form by a Member State 
and:

awards a diploma to its members;

ensures that its members respect the rules of professional 
conduct which it prescribes, and

confers on them the right to use a title or designatory 
letters, or to benefit from a status corresponding to that 
diploma.

(art. 1. (d))

Attached to the Directive is a non-exhaustive list of 
associations or organisations which will satisfy the latter 
conditions and this list includes, together with other U.K. 
chartered bodies, The Royal Institution of Chartered Surveyors.

If the profession is not regulated in any Member State, it is not 
covered by the Directive. If the host Member State does not 
regulate the profession, then it is assumed that the profession
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is not controlled by anyone, state or private organisation. 
Thus, there is no control over who carries out that profession 
and migrants will not need to satisfy any conditions or rules 
before they can pursue that profession.

DIPLOMA DEFINED

A diploma is defined as including:

. any diploma . . . awarded by a competent authority in a 
Member State if it is awarded on the successful completion of 
education and training received in the Community and 
recognized by a competent authority in that Member State as 
being of an equivalent level and if it confers the same rights 
in respect of the taking-up and pursuit of a regulated 
profession in that Member State

(art. 1 (a))

This reflects the peculiarly British nature of chartered bodies 
which educate and regulate many of the professions in the U.K., 
thus avoiding the need for direct national legislative control.

The Directive (art. 3) requires that the host Member State allows 
a migrant to pursue that profession on the same conditions which 
are applied to its own nationals if the applicant:

a. has a diploma required and awarded in another Member State for 
the pursuit of the profession; or

b. has pursued the profession full-time for two years during the 
previous ten years in another Member State which does not 
regulate that profession and if the applicant possesses 
evidence of one or more formal academic or professional 
qualifications.

PERIOD OF PROFESSIONAL EXPERIENCE

Differences in length of education and training can be made up by 
not more than four years professional experience, defined as:

the actual and lawful pursuit of the profession concerned in a 
Member State

(art. 1 (e))

However the period of professional experience required may not 
exceed:

a . twice the shortfall in duration of education and training, 
where the deficiency relates to post-secondary studies and/or 
to a period of probationary practice carried out under the 
control of" a supervised professional and ending with an 
examination;
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b. the shortfall, where this relates to professional practice 
acquired with the assistance of a qualified member of the 
profession.

Account must be taken of the professional experience gained by 
the migrant in pursuit of the profession (a minimum of two years 
full-time, during the last ten years in another Member State 
where the profession is not regulated), and, in any event, the 
professional experience required may not exceed four years (art. 
4).

ADAPTATION MECHANISM

Substantial differences in scope or content of education and 
training can be remedied by an adaptation mechanism, the function 
of which is to assess the ability of the migrant (who is already 
receiving professional training in another Member State) to adapt 
to his new professional environment. It should not constitute a 
disguised means of imposing on migrants a more stringent 
requirement than is necessary (annex, statement 15).

The adaptation mechanism is either:

a. an adaptation period, not exceeding three years; or

b. an aptitude test.

An adaptation period is defined as:

the pursuit of a regulated profession in a host Member State 
under the responsibility of a qualified member of that 
profession, such period of supervised practice possibly being 
accompanied by further training. This period of supervised 
practice shall be the subject of an assessment. The detailed 
rules governing the adaptation period and its assessment as 
well as the status of a migrant person under supervision shall 
be laid down by the competent authority in the host Member 
State

(art. 1 (f))

The assessment must relate to the tasks performed by the migrant 
under supervision, provided that these tasks fall within the 
normal range of activity for the profession concerned in the host 
Member State. In no case should this assessment take the form of 
a formal written or oral test, (annex, statement 11), and it is 
likely to be assessed only by means of a subjective employer's 
report, since formal written or oral tests are precluded by the 
Directive.

An aptitude teat is defined as:

a test limited to the professional knowledge of the applicant 
made by the competent authorities of the host Member State 
with the aim of assessing the ability of the applicant to
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pursue a regulated profession in that Member State

(art. 1 (g))

The aptitude test must take account of the fact that the 
applicant is a qualified professional in the Member State of 
origin or the Member State from which he comes. It should cover 
subjects to be selected from those on the list, knowledge of 
which is essential in order to be able to exercise the profession 
in the host Member State.

The detailed application of the aptitude test shall be determined 
by the competent authorities of that State with due regard to the 
rules of Community law.

The adaptation mechanism is considered to be appropriate where 
the profession in the host Member State comprises one or more 
regulated professional activities which are not the profession 
regulated in the "home" Member State, and that difference related 
to specific education and training and is substantial; and also 
where the migrant has pursued the profession in question full- 
time for two years during the previous ten years in another 
Member State which does not regulate that profession and 
possesses a diploma awarded after three years higher education 
which have prepared him for the profession in question, (art. 3}

For professions whose practice requires precise knowledge of 
national law and in respect of which the provision of advice and/ 
or assistance concerning national law is an essential and 
constant aspect of the professional activity, the Directive 
allows the competent authority to stipulate either an adaptation 
period or an aptitude test. This is unlikely to apply to the 
profession of surveying, leaving the migrant free to chose 
between the adaptation period or the aptitude test.

PROFESSIONAL TITLES

Where migrants fulfil the conditions for the pursuit of a 
regulated profession in another Member State, the competent 
authority in the host Member State must recognise the right of 
the migrant to use the professional title. In the case of a 
profession regulated by an association, such as the Royal 
Institution of Chartered Surveyors, where the use of the 
professional title or designatory letters is available only on 
proof of membership of that association, that is on application 
and election in the normal way.

COMPETENT AUTHORITY

In order the assess applications for recognition from European 
Community professionals, each Member State will designate a 
competent authority for each regulated activity, (art. 9)

Since the Royal Institution of Chartered Surveyors is listed in 
the Directive as being an organisation whose members pursue a
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regulated professional activity, the Royal Institution of 
Chartered Surveyors will be the competent authority for the 
regulated professional activities which its members perform.

VALUATION PROFESSION IN THE U.K.

The aim of the study is to consider the profession of valuers in 
the light of the effect of the Directive. A "valuer" is defined 
as a person who performs a "valuation", and for the purpose of 
the study, "Valuation" is defined as:

a statement of opinion of the monetary worth of an asset by a 
recognised, skilled and experienced practitioner, at a point 
in time, reflecting prevailing market conditions and within 
defined criteria.

It is not possible to define a "valuer" in terms of the 
organisation(s) to which he may belong, since "valuation" is not 
a regulated activity in the U.K.

Since valuation is always required for a purpose, it is most 
useful to seek the purpoae for which a valuation is required in 
other Member States in order to identify who performs that 
function.

However, in practice most valuers are recognised because of their 
membership of one or two professional organisations in the U.K., 
The Royal Institution of Chartered Surveyors (R.I.C.S.) and the 
Incorporated Society of Valuers and Auctioneers (I.S.V.A.), and, 
since the Directive has identified the Royal Institution of 
Chartered Surveyors as the competent authority for the 
professional activities which it regulates, the study is 
concentrating on the effect of the Directive on The Royal 
Institution of Chartered Surveyors, as the competent authority 
for the regulated professional activity of "valuation" in this 
country.

THE ROYAL INSTITUTION OF CHARTERED SURVEYORS

The Royal Institution of Chartered Surveyors is a chartered body 
which, over the years, has developed into an organisation which 
is responsible for seven different major specialisms: building 
surveyors, general practice, rural practice, land surveyors, 
minerals, planning and development and quantity surveyors.

Each major specialism is governed by a its own Divisional 
Council, which has full autonomy in directing and managing 
matters which affect the specialism alone, such as the content of 
examination syllabuses, and training requirements, while wider 
issues, such as Public Relations and general Educational policy 
matters are directed centrally.

GENERAL PRACTICE DIVISION
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The majority of valuers qualify in the General Practice Division 
of the Royal Institution of Chartered Surveyors and, therefore, 
anyone wishing to practise as a Chartered Valuation Surveyor in 
the U.K. normally must satisfy the full requirements of the 
General Practice Division of the Royal Institution of Chartered 
Surveyors.

The General Practice Division of The Royal Institution of 
Chartered Surveyors has identified 22 areas of expertise for the 
purpose of this study, although these can be grouped into five 
main skills: agency, development, management, planning and 
valuation. A Chartered Valuation Surveyor is, therefore, 
professionally qualified to perform all these activities, 
although he may identify himself and in fact only practise as a 
valuer.

Thus, any migrant from another Member State who wishes to 
practise as a valuer in the U.K. and who wishes to claim the 
title of Chartered Valuation Surveyor must also prove 
professional skills in the five main areas of agency, 
development, management, planning and valuation, or make good the 
deficit by the adaptation mechanism provided for in the 
Directive.

The amalgam of skills within the General Practice Division, 
although related cannot be assumed to exist as a profession in 
other Member States, since it is only the historical development 
of the Institution which has produced this organisation and the 
historical development in other Member States may not have 
coincided with that in the U.K.

Membership to each division is by way of examination (either 
administered by the Institution itself or by nationally awarded 
"degrees") and by supervised and assessed training programmes 
administered by the Institution. The training programmes, 
called Tests of Professional Competence include a written 
assessment and interview.

The requirements of the Directive in the case of a "migrant" who 
does not possess the breadth of education and training required 
by the Institution are that these deficiencies can be made up 
either by an adaptation period - a period of supervised work 
experience - or by an aptitude test. The existing requirements 
of the Test of Professional Competence do not conform to those 
required of the adaptation period since the Institution's Test is 
assessed in both an oral and written form.

The Institution must comply with the terms of the Directive and 
yet cannot be seen to discriminate against its own nationals.

The solution may be to modify the Institution's Test so that it 
is the employers' training schemes which are examined and not the 
employees who are undergoing that training. This should solve 
the potential problem of discrimination and ensure that the 
necessary high standard of training is achieved.
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VALUATION PROFESSION IN FRANCE

The profession of valuation is not regulated in France, although, 
as in the U.K. it exists both as a separate skill and as a skill 
practised in conjunction with agency and management.

It seems, however, that there is no major professional 
organisation which deals with the interests of valuers, unless 
these are also practised with agency and/or management. 
Similarly, there are no formal courses specialising in valuation, 
although there are courses in property which include taught 
elements of valuation. Valuation as a profession in France seems 
to be limited to the work of the expert pres du tribunal and to 
the expert employed by such credit organisations as may be called 
upon to advance loans for the purchase of property. This 
appears to be a relatively specialised profession for which a 
high level of general academic attainment is required, such as a 
law degree, with any professional training being acquired in- 
house.

ESTATE AGENCY IN FRANCE

In contrast, both estate agency and property management are 
professions licensed by the state.

Access to both professions is by means of a carte professionnelle 
for which, amongst other things, professional and/or academic 
qualifications are required.

There are three routes to achieving the necessary professional 
and/or academic qualifications:

1. diploma at a suitable level;

2. a lesser diploma plus one or two years professional 
experience;

3. approved professional experience of lengths of either four or 
ten years, depending on the nature of the experience.

Since each of these is considered equivalent, and since each will 
affect access to the regulated profession of estate agency and/or 
property management in France, it seems reasonable to consider 
that anyone who holds a carte professionnelle is professionally 
qualified, regardless of the route taken. This will almost 
certainly be true if the prefecture which awards the carte 
professionnelle is designated as a competent authority for the 
purposes of the Directive.

Otherwise, it is likely that not everyone who holds a carte 
professionnelle can be assumed to have the equivalent of a 
diploma. Even with the implied professional competence assumed 
by the Directive, it will not be possible for a French estate 
agent or property manager to go to the U.K. and join the General 
Practice Division of The Royal Institution of Chartered 
Surveyors immediately.
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There remain substantial differences in scope and content between 
the education and training of a Chartered Surveyor in the General 
Practice Division and that of a holder of either of the cartes 
professionnelles. It will be necessary for these differences to 
be made good in an adaptation mechanism. The migrant will be 
able to choose between an adaptation period or less than four 
years or an aptitude test..

RESEARCH METHODOLOGY

Initially, it was necessary to define the valuer and, because of 
the provisions of the Directive, to define the valuer in relation 
to The Royal Institution of Chartered Surveyors. Since this can 
only be achieved in the organisational context of the General 
Practice Division, a wider view was necessary.

The General Practice Division of The Royal Institution of 
Chartered Surveyors provided a list of 22 areas of expertise 
which it identified as being appropriate to its membership and 
these were grouped into the five main skills of agency, 
development, management, planning and valuation. In addition, 
they have formed the basis for enquiry abroad.

Having established these main skills as the -regulated 
professional activity" of the General Practice Division of The 
Royal Institution of Chartered Surveyors, it was then necessary 
to identify the individuals who perform the same activities in 
other Member States.

Having identified those individuals, their professional and 
academic education can be investigated and its level and range 
compared with that of Chartered Surveyors in General Practice.

The practical benefit of the research is the opportunity to 
recommend to the Royal Institution of Chartered Surveyors a 
"topping up" schedule for those individuals whose education and/ 
or training is not broadly comparable with that required in the 
U.K. .

The research has concentrated on France, since it has been 
convenient to do so, and since a concentration on one Member 
State, and a full investigation of the profession there should 
allow the testing and refining of the methodology and indicate 
areas of difficulty, which therefore, require the provision of 
solutions .

The enquiry has taken the form of semi-structured interviews and 
this has proved justified for several reasons:

1. it allows the interrogator to establish the exact nature of 
the professional activity, so that any variations in the 
nature and scope of the work can be fully investigated;

2. it allows the interrogator to establish the similarity or 
otherwise of areas of professional activity which are
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apparently literally similar but which, on investigation, 
prove to be different. The difficulties posed by the language 
barrier and the impracticability of detailed explanations have 
prevented the use of questionnaires to date.

3. it has enabled investigation to include the wider social, and 
cultural influences on professional activities and 
qualifications to be taken into account.

The successfully-tested methodology can, therefore, be used to 
make similar enquiry of the education and training of valuers in 
other Member States and may be capable of adaptation for other 
skills within the diversity of the Royal Institution of Chartered 
Surveyors.
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MUTUAL 
RECOGNITION OF 
PROFESSIONAL 
QUALIFICA TIONS: 
SOME INSTITUTIONAL 
IMPLICA TIONS

Frances Plimmer and 
Stuart Gronow

As part of achieving the Single Euro 
pean Market, the European Council has 
identified the mutual recognition of 
diplomas within the European Com 
munity as a means of ensuring the free 
movement of individuals throughout 
the member states. This will allow 
professionally qualified individuals 
freedom to practise anywhere within 
the Community. This paper examines 
the provisions of the Directive, in the 
light of the multi-disciplinary character 
of the Royal Institution of Chartered 
Surveyors, and speculates on how the 
Directive will affect chartered 
surveyors, particularly in the General 
Practice Division, when there are no 
similar qualifications on the European 
mainland.

228

M Background

7 HE FREEDOM of individuals to 
practise as professionals within 
the European Community will be 

achieved by the mutual recognition of 
other nations' qualifications, which 
must be assumed to be of similar stand 
ard. The European Directive which 
offers this freedom will apply to about 
140 UK professions and therefore is 
general in scope. However, the lack of 
any obvious identity of the professions 
within the Royal Institution of Char 
tered Surveyors (RICS) may cause addi 
tional problems in the implementation 
of the provisions of the Directive.

The results of the voting for the 
RICS/ISVA merger which were an 
nounced in the property press during 
the summer of 1989 have highlighted a 
fundamental problem of identity within 
the Institution. The merger of the Insti 
tution and the Society would have had
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important implications for the General 
Practice Division of the RIGS (and, of 
course, for the whole of the member 
ship of the ISVA), but the tangible 
effects on the remainder of the mem 
bership would probably have been 
minimal. One of the reasons for sup 
porting the merger was that:

'We need a strong, united profes 
sion to meet the challenges of the 
'90's here at home, in the European 
Community and indeed throughout 
the world.' (Yorke, 1989 1 )

'. .. we believe that a single body 
conferring a single qualification, is 
much better able to increase the 
(present low) level of public percep 
tion of the advantages of dealing with 
the professional ...' (Heap, Layfield 
and Bernstein, 1939-)

Vet the failure of the membership of 
the RIGS to support the merger has 
been perceived (Ozanne, 19S9:i) as being 
due to the negative influence of quan 
tity surveyors and building surveyors 
who have been described as 'an entirely 
different breed' (ibid.). What is more 
important to the Institution as a whole 
is the conclusion drawn (ibid.) by 
William Wells, senior partner of 
Chesterton, that the RIGS has an image 
problem   'there isn't much synergy in 
the RIGS'.

This lack of synergy is one which has 
existed within the RIGS for decades, 
although this was not true of such 
organisations such as the Chartered 
Auctioneers and Estate Agents and the 
Institute of Quantity Surveyors, which 
merged with the RIGS during the past 
20 years. However, the membership of 
the Institution, its clients and other 
interested parties have apparently 
accepted this lack of synergy without 
perceiving sufficient need to make any 
radical moves. Within the RIGS, 
members can identify themselves by 
divisions, and with entry requirements, 
examinations and the Test of Profes 
sional Competence being divisionally
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based, the status quo is workable 
nationally. However, with the rapidly 
approaching Single European Market, a 
more soul-searching question has been 
raised by the need to allow the free 
movement of professionals within the 
Community. An explanation of the 
Council's Directive on the, so-called, 
mutual recognition of higher-education 
diplomas will explain how the problem 
arises.

MThe Single European Market
The intention to create a Single Euro 
pean Market was established by the 
Treaty of Rome 1957 as a long-term 
aim but only during the late 1980s has 
real effort to achieve this been made. As 
a result of the commitment in 19S5 by 
the heads of the member states to 
achieve the Single Market by 31st 
December, 1992. and the programme 
outlined by the report from the 
Adonnino Committee, the free move 
ment of individuals, particularly as far 
as occupational opportunities are con 
cerned, by means of mutual recognition 
was set in motion.

MMutual recognition
Previously, attempts at uniformity 
within the European Community (EC) 
had been achieved by the harmonisa- 
tion of standards. Harmonisation 
requires that the same standards apply 
in each member state and, as a process 
for achieving the Single Market, har- 
monisation proved unacceptably long 
and difficult. For example, the harmoni- 
sation of architects' qualifications was 
achieved only after 17 years of negotiat 
ing their 'sectoral directive'. In an 
attempt to avoid such delays and in the 
'recognition ... of the essential equival 
ence of the objectives of national legis 
lation' (European Council, 1989, Art. (c) 
and (d)4), mutual recognition is now 
accepted as an effective strategy for 
establishing the Single Market.

Mutual recognition requires the 
acceptance of standards which are the
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norm in any other member state, based 
on mutual trust and the assumption 
that specific levels of training in 
member states are of a high standard. 
Mutual recognition removes the 
requirement to establish common 
standards throughout the EC by ensur 
ing that what is acceptable in one mem 
ber state is acceptable in all member 
states, regardless of the routes taken to 
achieve that professional qualification.

With the exception of the very few 
specific 'sectoral directives' which have 
achieved harmonisation throughout the 
EC for such professions as architects, 
the Adonnino Committee recom 
mended and the Council has estab 
lished, as a means of ensuring free 
movement of professionals, a general 
system for the mutual recognition of qualifica- 
tions for all professional activities which 
are regulated within any member state.

One of the main prerequisites for 
ensuring that the attainment of the 
1992 objective of a Single European 
Market is recognised (European Com 
mission, 19S8, para. 7 :>) as the imple 
mentation of the General Directive on 
the (so-called) mutual recognition of 
higher education diplomas (European 
Council. 19S94 ).

M The Directive
The Directive (European Council, 
1939-"), which will take effect on 4th 
January, 1991, applies to all professions:

(1) to which access in the 'home' 
member state is in some way re 
stricted, ie a 'regulated profession' 
(ibid..\n. l(c) and'(d));

(2) for which at least three years full- 
time (or the equivalent part-time) 
higher education is required; and

(3) for which a specific 'sectoral direc 
tive' does not already exist.

The Directive, therefore, applies to 
the profession of 'chartered surveying', 
or, perhaps more specifically, to the 
'regulated professional activity' (ibid. 
Art. l(c) and (d)) of 'chartered survey 
ing', since access to the profession is
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restricted to those who hold the 
diploma awarded by the RICS, who 
have, by virtue of that diploma, success 
fully completed at least three years full- 
time (or the equivalent part-time) 
higher education and because no spe 
cific 'sectoral directive' exists for the 
profession.

Thus, anyone who practises 'char 
tered surveying' in any other EC 
country is assumed to be as well quali 
fied as a member of the RICS and, 
under the terms of the Directive, cannot 
be refused access to the profession, 
membership of its professional body 
and any accompanying designator}' title 
on the grounds of inadequate qualifica 
tion (ibid. Art. 3):
(a) if the applicant holds the diploma 

required in another member state 
for the taking up or pursuit of the 
profession in question; or

(b) in a member state in which the pro 
fession is not regulated, if the appli 
cant has pursued the profession 
full-time for two years during the 
previous ten years and possesses 
evidence of a 'diploma' (ibid. Art. 
l(a)) which has prepared him for the 
pursuit of that profession.

Provision is made within the Direc 
tive for cases where the applicant's 
duration or 'matters covered by the 
education and training' (ibid. Art. 4) are 
inadequate when compared with that 
required by the 'home' member state. 
Basically, the Directive identifies:
(1) insufficiency in duration of educa 

tion and training and permits this to 
be remedied by 'professional experi 
ence' (ibid. Art. l(e)r>); and

(2) insufficiency in 'matters covered by 
the education and training' (ibid. 
Art. 4(b)) and permits this to be 
remedied by an 'Adaptation 
Mechanism' of either.

(a) an aptitude test (ibid. Art. l(g)7); or
(b) adaptation period (ibid. Art. l(f>s).

and it is important to remember that it 
is the applicant who makes the choice.
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M Problems of identity
The Directive specifically applies to The 
Royal Institution of Chartered Sur 
veyors (RICS) and means that the pro 
fessional activity regulated by the RICS 
can be pursued by applicants from 
other EC member states if:
(a) the applicant holds the diploma 

required in another member state 
for the taking up or pursuit of the 
profession in question; or

(b) in a member state in which the pro 
fession is not regulated, the appli 
cant has pursued the profession 
full-time for two years during the 
previous ten years and possesses 
evidence of a 'diploma' (ibid. Art. 
l(a)) which has prepared him for the 
pursuit of tha*t profession.

Of course, almost all of the activities 
performed by chartered surveyors, par 
ticularly in the General Practice Divi 
sion, can be performed bv anyone. 
Often these activities are performed by 
incorporated valuers with similar pro 
fessional qualifications. The Directive 
gives applicants the right, not merely to 
pursue the professional activities, but to 
apply for membership and thence to 
use the designatory titles and letters of 
the RICS.

The Directive, therefore, gives direct 
access to the professional activity regu 
lated by the Royal Institution of Char 
tered Surveyors but what is the 
professional activity of chartered sun>ey-

It is submitted that there is no profes 
sion of chartered surveying, that there is 
no single identifiable professional 
activity which the RICS regulates. The 
Institution is responsible for a number 
of professional activities, each separa 
tely identifiable within the Institution, 
mainly through the divisions, with dif 
ferences being identified by educational 
requirements, divisional interests and 
through professional titles, job descrip 
tion and practice, all of which are 
grouped together under the banner of 
the RICS for largely historical reasons.
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It may be that each division repre 
sents a separate professional activity   
that there are professions of quantity sur 
veying, of rural practice, building surveying, 
land surveying (including h\drographic sur 
veying'?), mineral surveymg, planning and 
development (including marine resource 
management^), but there is no profes 
sional activity of general practice.

For the purposes of the research 
project, the General Practice Division of 
the Institution identified 22 areas of 
expertise which it covers. These can be 
grouped, broadly, into Agency, Manage 
ment. Valuation. Planning and Develop 
ment.

It is submitted that it can only be in 
terms of activities at the level of agency, 
management and valuation (the profes 
sional activities which are central and 
almost exclusive to the General Practice 
Division) that the RICS regulates profes 
sional activities, and this causes three 
main problems:

(1) The RICS is not the only profes 
sional body to regulate these func 
tions within the UK. It is. however, 
the professional body recognised 
within and for the purposes of the 
Directive as being the 'competent 
authority' for these* functions in the 
UK. It is therefore required to 
administer the terms of the Directive 
in relation to the professional activi 
ties which it regulates.

(2) The structure of the RICS's educa 
tion requirements is divisional and. 
in relation to the General Practice 
division covers, at Final level. Valua 
tion (both Advanced and Statutory), 
Law, Urban Land Development. 
Estate Agency and Property 
Management and Professional 
Practice and Business Management.' 1

Success in General Practice divi 
sional examinations (or their BSc 
equivalents) equips corporate mem 
bers to perform a wide range of 
professional activities. Such practi 
tioners generally specialise in 
agency, management or valuation,

2.S1



Property Management IT Volume 8 Number 3

or provide a mix of these profes 
sional skills. Unlike chartered quan 
tity surveyors, general practice 
surveyors invariably specify the 
nature of the work they perform in 
describing themselves, rather than 
use the description 'general practice 
surveyor' which is not a designated 
title permitted by the Institution.

This lack of singularity of tide 
within the Institution causes no real 
problem for UK nationals, either 
chartered surveyors, clients or the 
public at large, because they have 
evolved an understanding both 
inside and outside the profession 
based on the skills used.

But this may cause problems 
when the RIGS is required to repre 
sent and administer die Directive 
for the whole profession of chartered 
surveying.

(3) There is no organisation in Europe 
which represents the same range of 
skills as the RIGS. In some countries, 
where similar skills exist, they tend 
to be practised separately, as in 
France, where agency and manage 
ment are separate skills with differ 
ent bodies representing the interests 
of the practitioners. The skills may 
be practised together, as they are in 
the UK. but they are not combined 
with valuation which, as a skill 
required, for example, for the provi 
sion of expert evidence, mortgage 
valuation or assessment of values for 
tax purposes, is not combined with 
the more commercial agency and 
management practice.

The reasons for this are largely 
historic, and as British chartered 
surveyors become more involved in 
European professional practice, the 
situation is likely to change for the 
French practitioners. However, the 
status quo poses a problem for the 
RIGS when property professionals 
qualified in other EG member states 
choose to work in the UK and claim 
RIGS membership.
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Considering the skills widiin the 
General Practice Division, if an experi 
enced property manager from France 
migrates to die UK tiien, since property 
management is a skill regulated by the 
RIGS, die French practitioner will have 
the right to apply for membership of 
the RIGS. The practitioner must hold a 
'diploma' (as defined) giving access to 
the profession in order to use die terms 
of the Directive, but application must 
be made for an adaptation mechanism 
of either the aptitude test or an adapta 
tion period, to make up the deficiency 
in die education and training, since 
these would not correspond to the edu 
cation and training required by the 
Institution of a UK applicant.

MA daptat/on mechanism
The adaptation mechanism will be 
administered by the RIGS and is either 
an aptitude test or an adaptation 
period, both designed to remedy defi 
ciencies in the applicant's education 
and training.

If the applicant chooses to take the 
aptitude test, then he or she is likely to 
undergo tests in those subjects in the 
Direct Membership Examination (iden 
tical to those of the Final Examination 
listed above) which jhe 'diploma' did 
not cover, and no further test can be 
required.

If the applicant chooses to take the 
adaptation period, a 'period of super 
vised practice' 'under the responsibility 
of a qualified member of [the] profes 
sion' must be arranged, presumably by 
the applicant. The adaptation period 
gives an opportunity for furdier train 
ing which, it is submitted, should be 
used to ensure that the breadth and 
depth of education and training is 
covered to a satisfactory standard, but 
there will be no opportunity for this 
period of supervised practice to be ex 
amined. The Directive allows for 'an 
assessment', but this is interpreted as 
excluding a formal written or oral test 
(DTI, 1989). lu

232



Property Management m Volume 8 Number 3

Either of these choices, therefore, 
creates a dilemma for the RIGS in terms 
of the continued existence of the Test 
of Professional Competence (Plimmer 
andGronow, 1990")-

But, more fundamental than that, it 
highlights a basic disunity of function, 
purpose and identity within the Institu 
tion itself.

M Conclusion
The Directive poses problems for the 
Institution at varying levels, but it also 
offers great opportunities. Chartered 
surveyors in Europe already have a 
reputation for professionalism (Graff- 
ham, 1989'-) even before 1992. This can 
be used to the benefit of the entire 
membership) of the Institution.

"... the absence in continental Europe 
of any body comparable with the 
merged body opens great opportuni 
ties for our professionals as the 
barriers to practice are lowered. It 
will be much easier to market the ser 
vices of the profession if a single pro 
fessional body represents it.' (Heap, 
Layfield and Bernstein, 19S9-')

The RICS's admirable heritage of 
educational standards and professional 
ethics can be a blue-print for a pan- 
European organisation of property pro 
fessionals (Plimmer and Gronow, 
19S9 l:i). but surely serious consideration 
should be given, before advancing to 
wards Europe, to solve our identity 
crisis and to answer the fundamental 
question: "What is chartered surveying'? so 
that European clients and the European 
public are in no doubt about what char 
tered surveyors can offer.
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Summary

This paper outline* the nature ot the valuation 
ic-ork undertaken In/ valuer* in France, t)ie per 
sonnel involved and their professional education 
and training. It describes three main property 
professions in France   administrateur de 
biens, agent immobilier ami expert   and 
their professional activities. Also considered are 
the roles of the evaluateur and the conseil 
jurii .ique. All of these are put in the context of 
the .- -iy/i.' European Market and the Commis 
sion'.- Directive on the mutual recognition of 
professional qualifications tliroughout the Euro 
pean Community.

Introduction

As in the United Kingdom, the valuation 
profession in France is not protected by 
national law and the skill of valuation is 
found in a wide range of activities, includ 
ing property management and agency. For 
this, as well as for historical reasons, the 
valuation profession in France does not 
have a separate identity, with a single rep 
resentative professional body. Instead, 
there exist the identifiable professions of 
administrateur de biens, agent immobilier and 
expert in which valuation is an essential 
skill.

Administrateur de biens

Although not literally translatable as 
'property manager' (le gcrant immobilier), 
the title administrateur de biens is generally 
recognised for a property manager.

The activitv of property management is 
regulated in France bv the loi du 2 janvier 
197(1   la loi Hoquet   which requires 
that the practitioner obtains a carte profes- 
sionnelle. 'Gestion Immobiliere' from the 
prcfet, the representative of the State in a 
locality. The carte is issued to individuals 
who:

(1) hold professional qualifications, defined 
as being either:
(a) diploma; or
(b) diploma and professional experi 

ence: or
(c) professional experience.

(2) obtain a financial guarantee;
(3) obtain insurance cover for professional 

civil liability; and
(4) are not legally disqualified from practis 

ing (Lesourne & Desjonqueres 1983, p. 
17).

In 1984 (the latest year for which statis 
tics are published), 6,452 individuals held 
the carte professionnellc for property 
management, of whom 4,8o9 also held the 
carte professionnellc required for estate
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agency (Lesourne &: Desjonqueres 1985, p. 
2]).

Professional qualifications

The legal requirements tor such a carte pro- 
tessionnclle include the need to hold profes 
sional qualifications, which are defined as 
being either:

(1) a diploma; or
(2) a diploma and professional experience; 

or
(3) professional experience alone

There are, therefore, three alternative 
ways available to justify the professional 
qualifications necessary for a carte profes- 
sionnelie and only two of these involve 
academic qualification. It is evident from 
the list of diplomas which ;.. ve direct 
access to the professional qualitK tion that 
no specific property-orientated academic 
skill is required   only a general level of 
academic education, rather than a specific 
vocational academic qualification is neces 
sary.

It is not unusual for property managers 
to hold both the carte for management and 
that for agency (see below).

Professional organisations

The Confederation. Rationale des Admimstra- 
teurs de Biens (CXAB) is generally recog 
nised as the organisation to which 
property managers in France subscribe and 
which best represents their interests.

The activities of the CNAB are described 
(Lesourne & Desjonqueres 1985, pp. 13-14) 
as:

11) Management for oicners of properti/ This is
defined as the receipt of rents and
the maintenance, conservation and
improvement of the property within
the legal framework either for oneself
or for others. Property managers
receive their authority by written
mandate and remuneration is based on
a percentage of the property's revenue.

-> Co-ownership management   'Syndic de
co-propricte" This is described as
follows: when properties are in joint
ownership, the joint owners usually
employ an administrate!!!' de biens to
fulfil the responsibilities of the syndic

as their agent. Elected by the joint 
owners, the syndic is responsible for 
ensuring that the joint ownership 
responsibilities are observed and that 
their decisions are implemented. The 
agent manages and maintains the 
building, including the common parts; 
holds the funds of the syndic', and seeks 
payment from those joint owners who 
are in arrears. In return, the remunera 
tion is fixed, voted by the joint owners 
within the regulations laid down by 
public authorities.

In addition to the two main functions of 
the property manager, the following are 
also identified as ancillary:

(3) estate agency;
(4) management of deposits; and
(5) property valuation.

Despite the very definite nature of the 
two main functions defined above, the 
diversity of the range of services offered is 
described (Lesourne & Desjonqueres 1985, 
pp. 15-16) as producing a heterogeneity of 
professional practices, although it is not 
unusual to find that several practices 
specialise in one or more of the range of 
skills identified (ibid. p. 16).

It is, however, recognised that there is a 
disparity of competence and quality of 
services available (ibid. p. 16).

Since the profession of property 
management is dependent upon obtaining 
a carte professionnelle, and not on the mem 
bership of a professional organisation, 
other associations can be identified as rep 
resenting the interests of property 
managers. Mention will be made of the 
Federation Nationalc dc I'lmmobilier (FNAIM) 
in relation to the profession of estate 
agency (see below). In addition, there is a 
Syndicat National des Protessiounels Immo- 
biliers (SNP1) which, with a membership of 
3,300 includes some 850 property managers 
(ibid., addendum to pp. 20-23) and repre 
sents its membership on several com 
mittees, including chambers of commerce 
and industrv.

Professional education

There are many ways of obtaining the 
necessary education for property manage-
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ment, although the following are usual 
(//>/</.. pp. 79-80):

(1) internal training within an employing 
organisation, which is usual within 
large organisations employing special 
ists;

(2) courses ottered by professional or 
interprofessional organisations, such as 
Association dcs Proprictaires pour I'Opti 
misation tic la Gestion, tic 1'Enti'cticn ct de 
I'Exploitation des Immeubles (APOGEE), 
which offers education in management, 
maintenance and use of property;

(3) professional education centres linked to 
associations, such as CNAB, which 
offer preparatory instruction by corre 
spondence courses leading to the Ccrti- 
ficat d'Aptitude Professionnelle of 
property management, and then to a 
nivean snperieitr sur Ic brevet professionnel 
and a continuous education which 
takes the form of seminar presenta 
tions; in addition, CNAB organises 
study days and conferences on topics 
of interest.

Traditionally, however, professional 
education was minimal, with individuals 
'learning on the job' (appris snr Ic tas). In 
the 1970s, an attempt to make entry to the 
profession subject to an examination failed, 
much to the regret of certain observers 
who considered that such an entry condi 
tion would have solved many problems 
resulting from the lack of competence 
identified in matters of law, technical skills 
and accountability (ibid., p. 81). In addition, 
they considered that such an entry condi 
tion would attract high quality young 
applicants to the profession, as well as 
improving its image.

Agent immobilier

Like the profession of property manage 
ment, estate agency is subject to licensing 
by the loi Hoquet, and all agents immobi- 
liers must hold a carte professionnelle trans 
actions sur irnmeubles et fonds de commerce 
which is awarded annually on, generally, 
the same principles as those applied to 
administratenrs de biens (see above) by the 
prefet.

Professional qualifications

As for propertv managers, the legal 
requirements for estate agents to hold <i 
carte protcssionucllc include the need to hold 
professional qualifications, which are again 
defined as being either:

(1) a diploma; or
(2) a diploma and professional experience: 

or
(3) professional experience alone.

With one minor exception, the require 
ments which apply to property managers 
(as outlined above) apply to estate agents, 
who must, therefore, provide evidence of 
either academic, academic and practical, or 
practical experience. In relation to aca 
demic qualifications, a v;ain, a general level 
of academic education, rather than specific 
vocational academic qualifications, is 
necessary.

Professional organisations

The Federation Rationale dcs Agents Immobi- 
liers, Mandataircs en rente de fonds dc 
commerce, now called the Federation 
Rationale de I'lmniobiUcr (FNAIM), is an 
organisation whose membership includes 
both estate agents and property managers.

The FNAIM does not examine its appli 
cants; nor is membership of it the ultimate 
professional qualification. In other words, 
membership of the FNAIM does not entitle 
someone to practice as an estate agent   
that is done by the award of the carte pro 
fessionnelle.

The FNAIM was established about 30 
years ago and has a current membership in 
excess of 6,300. Of these, the vast majority 
(5,800) are estate agents (agents 
immobiliers), with property managers (ad- 
uiinistrateiirs de biens, si/ndics de copropriete) 
and mandataires en vente de fonds de commerce 
being the other main activities of its 
members. In addition to being a unified 
voice representing the property profession, 
the FNAIM describes itself as: 'la premiere 
Organisation syndicate de I'immobilier' 
(FNAIM 1988) [the leading organisation 
representing property! with the following 
objectives (ibid.):

(a) to assist businesses with its judicial 
and fiscal service covering all day-to-
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day problem^ confronted by profes 
sionals in their professional capacity 
and to inform them, particularly, of the 
introduction and application of any 
new legislative or fiscal subject;

(b) to place at the disposal of its members 
printed documentation and registers 
produced by its Commission juridique;

(c) institute courses for professional edu 
cation and a permanent up-dating 
service for professional principals as 
well as their associates;

(d) inform the public of services offered by 
its membership, including:
  regular property transactions and

their locations;
    property management, with an 

emphasis on matters of energy con 
servation;

  a preventative maintenance of the 
built environment;

(e) publish periodically : \-o reviews 
addressed to all professk lal members 
of FNAIM:
  the monthly Informations F\AIM 

Jitridique* et Pratique* (8,000 copies 
printed);

  the bi-monthly Perspective* 
Immobiliere* relating to political and 
syndical activities (15,000 copies 
printed), which is aimed at profes 
sionals, public authorities and leader* 
d' opinion;

(f) various social benefits   courcrtures 
sociales   including unemployment 
pay, retirement plans etc;

(g) a Seri'ice Plus which guarantees pay 
ment of rent, charges, taxes, etc and 
thus enables an FNAIM member to 
attract a larger client base; in addition, 
the FNAIM offers a guarantee (mini 
mum FF 500, 000) which covers all its 
members against professional civil lia 
bility for funds deposited.

In addition, the FNAIM offers (FNAIM 
1988) courses (Centre de Formation Profes- 

FNAIM ) at two levels:

I'J Elementary courses aimed at those seek 
ing employment or promotion in 
property agency, or those who wish to 
take the state diploma of Certified 
d' Aptitude Professionnelle.

! 'i) Specialist course* These are aimed at: 
(a) those wishing to sit the state 

diploma of Brevet Professional;

(b) those who intend opening an estato 
agency and who hold -a diploma 
which is recognised as being a pro 
fessional qualification and who 
want to acquire technical skills;

(c) associates and employees seeking 
promotion;

(d) practitioners who wish to improve 
or maintain their knowledge and, 
eventually, extend their activities 
(in such a case, some reduction in 
the study programme may be per 
mitted). '

When compared with the professional 
organisations in the UK, it can be argued 
that the FNAIM is merely an association of 
interested businessmen which attempts to 
further and augment their interests.

Expert

The title of expert, being defined as an indi 
vidual with a right to present expert evi 
dence before a tribunal, is not regulated by 
statute in France. However, the activity can 
only be performed by someone who is 
accredited by the tribunals themselves and 
the function is not necessarily limited to 
the provision of expert evidence. Such 
individuals can also be emploved by 
property owners who require valuations 
which will not become the subject of litiga 
tion.

The presentation of expert evidence 
before a tribunal is, therefore, limited to 
individuals appointed to the courts for 
such a purpose   expert* agree par les 
tribunaux.

The title expert is not protected (except 
in the case of expert* agricoles et fonder* (see 
item (5) below) and there are no academic 
courses which produce experts.

Expert* are concerned with estimating 
open market value   la valeur venale   
within the context of a detailed, analytical 
professional valuation on any property in 
France.

An expert can be defined as being 
'responsible for evaluating legal rights in 
landed property, the definition of which is 
the responsibility of a lawyer' (Bohl 1989).

Almost by definition, an expert is inde 
pendent of the parties involved in the case, 
in a similar way that an expert witness in 
the UK owes a first dutv to the court.
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An expert can work anvwhere in France 
and on complex legal and valuation issues 
relating to landed property, the acquisition 
of local information being considered of 
secondary importance and easily obtained 
from local agents innnobiliers.

However, experts do not work in the 
open market and do not, therefore, have an 
up-to-date knowledge of market prices 
from first-hand experience.

There are several different kinds of 
experts who perform valuations for varying 
purposes:

(1) Experts in tax administration Officials 
who evaluate, for tax purposes, ad 
ministration accounts in property 
management and who are employed by 
the inspecteur de la fiscalitc inunobilier et 
les inspecteurs des domains.

The recruitment policy is, appar 
ently, to employ those with a second 
level, 2'' cycle, law qualification and to 
provide 'in-house' training.

(2) Experts de credit fancier Large organisa 
tions of mortgage credit. In the case of 
banks which employ such profes 
sionals, a degree of control is exercised 
by the Ministry of Finance.

Such organisations recruit in open 
competition from those with a second 
level (2'' cycle) diploma or who have 
graduated from university or from one 
of the grand ecoles. On entry, successful 
candidates are trained 'in-house'   la 
formation permanante qui existc a I'inter- 
ieur des stages organises par I'establisse- 
ment.

(3) Experts agrees par les tribunaiix As 
mentioned above, only such experts are 
permitted to present expert evidence 
before the courts.

Since such an expert is appointed by 
a magistral with no constraints on the 
nature of the individual, the appoint 
ment is based purely on reputation.

(4) Experts d'entreprise employed in private 
offices (grands cabinets) under reput 
able, well-known names.

Private offices are free to follow their 
own recruitment policy and it seems 
that they will appoint individuals with a 
generally high level of academic educa 
tion, eg a law degree, and of good 
character/family and to provide voca 
tional training 'in-house' (Marx 1989).

'5J Experts a^ricolcs ct toiicu'rs Expert 
valuers listed by the Ministry of Agri 
culture and who possess the onh 
designation which is protected by law.

It is important to distinguish from the 
above estate agents who want to be ex 
perts. It seems that an estate agent cannot 
also be an expert, probably because none of 
the above employers would accept as an 
expert an estate agent who wished to con 
tinue in agency and because the tribunals 
would not permit an estate agent to 
become agree par les tribunaiix because of 
the loss of independence of opinion.

Although it is necessary for estate 
agents to perform some valuation by the 
nature of their agency function, the valua 
tions which they perform are limited. 
These limited valuation skills do not raise 
them to the level of skill recognised as- 
being required of an expert and they are, 
therefore, more appropriately called evalua- 
teurs (Bohl 1989).

An expert can be distinguished from the 
eralitateur in the nature of the valuation 
work he produces. Evaliiateurs carry out 
simple comparative valuations within the 
limited locality in which they practise, 
because they do not have the legal knowl 
edge to be effective in complex cases, or in 
other locations (ibid.).

Conseil juridique

Mention should also be made of the role of 
the conseil juridique who, in France, pro 
vides much of the legal advice which a 
valuer might provide in the UK.

The conseil juridique provides advice on 
the legal aspects of such matters as build 
ing legislation (but not on building regula 
tions), insurance (with the policy being 
handled by insurance brokers), property 
contracts, landlord and tenant matters 
involving commercial lertings, town and 
country planning, property taxation, 
investment, compulsory purchase, a legal 
audit of companies, mortgage contracts 
and rent reviews. In addition, conseils 
juridiqucs provide a legal consultancy 
investment service and a legal portfolio 
management service (Austin 1989).

However, a conseil juridique is unable to 
draw up legal documents, such as mort-

56



journal ot Property \'aluatiou ^ Investment: 9 Plnunier ami Gronoic

^age documents, for \vhich a uotairc 
(notary) is required.

The title of council jitridiquc is protected 
and regulated by statute, which declares as 
incompatible all activities which impair the 
liberal character of the profession and the 
independence of those who exercise it, 
and, in this way, a council juridiquc is pre 
vented from undertaking any commercial 
act, ie trade.

Councils jiiridiqucn are able to qualify by 
diploma plus experience, although there 
are various routes to qualification.

The council juridiquc provides the legal 
knowledge on which valuation and 
management decisions are based and 
within which agency can be practised. 
However, the actual skills of a UK valuer, 
it may be argued, are not those of a council 
juridiquc, although they are based on (and 
cannot be exercised without) them.

Perhaps a useful analogy would be that 
of economics, which underlines the 
majority of the valuation and management 
decisions but, when a comparison is made 
between the professions of an economist 
and a valuer, little commonality exists.

In addition, it would seem that being a 
valuer is incompatible with the profession 
of council juridiquc, since councils juridiqitcn 
are specifically excluded from commerce, 
and thus agency is a function from which 
they are barred.

Mutual recognition of qualifications

One of the essential components for the 
success of the European Single Market is 
the ability for professionals to use their 
professional qualifications to practise in 
°ther member states. This will be achieved 
by a Directive (European Commission 
1989) which requires the mutual recogni 
tion of 'diplomas' which give access to pro 
fessions (Plimmer and Gronow 1990). The 
Directive (European Commission 1989) 
operates on the principle of 'function', so 
that anyone who performs a regulated pro- 
tessional activity in one member state is 
qualified to perform that same activity in 
an y other member state within the Euro 
pean Community.

Thus, if a valuer in one member state 
fishes to obtain the professional qualifica- 
tl0ri of another member state, it will be

necessary to identify the functions of a 
valuer and then to establish who in that 
other member state performs those func 
tions. Having identified those individuals, 
their range of professional skills, working 
practices, professional education and train 
ing can be examined, in order to assess 
comparability and the rights available 
under the Directive for mutual recognition.

In this way, a 'topping up' schedule can 
be established where necessary for those 
individuals wishing to use the rights under 
the Directive and whose range of profes 
sional skills do not match those required in 
the host member state.

Thus, if a French adiitinistratcur dc bieiin 
wishes to work as a property manager in 
the UK, and holds a diploma, as defined, 
the Directive can be used to claim the title 
of Chartered Surveyor, since the Royal 
Institution of Chartered Surveyors can 
require that the applicant either be ex 
amined or gain professional experience in 
such areas as Advanced Valuations, Statu 
tory Valuations, Urban Land Development, 
possibly Law, and the Rules of Conduct of 
the Institution. However, the applicant's 
'diploma' and previous professional experi 
ence in property administration must be 
accepted as being comparable with the 
level of knowledge the Institution would 
require of a UK applicant of similar profes 
sional background.

Similarly, a chartered surveyor, qualified 
within the RICS General Practice division, 
should be able to use the rights under the 
Directive and work as a property manager 
in France, with the RICS diploma being 
sufficient proof of professional competence 
for the purposes of a carte professionnelle.

Conclusion
In comparing the valuation professions in 
different countries, it must be realised that 
the knowledge and skill of members of the 
professions have been developed for, and 
have adapted to suit, the prevailing condi 
tions within the property markets of their 
own countries, and that professional quali 
fications have been based on the necessary 
knowledge and skills.

Thus, a comparison of the valuation pro 
fession in Britain and France illustrates 
many differences, including the division of
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( 'unction between management, agency and 
the expertise ot valuation; the extent to 
which the profession is regulated by the 
state; the different professional education 
and professional institutional support and 
control; and the social and cultural differ 
ences which affect working practices.

European legislation will force mutual 
recognition of professional qualifications 
throughout the European Community. 
However, if property professionals are to 
work within Europe and the benefits of the 
Single European Market are to be maxi 
mised, mutual respect must exist alongside 
mutual recognition, and this will only be 
achieved by increased understanding of the 
similarities and differences between profes 
sions in each member state.
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THE FREE MOVEMENT OF PROFESSIONALS WITHIN 

THE EUROPEAN ECONOMIC AREA.

F. Plimmer (U.K.)

The European Council's General Directive on the recognition of 
higher eduction diplomas awarded after at least three years 
higher education came into force on 4th January 1991 and was 
implemented in the UK with effect from 17th April 1991.

The aim of the Directive is to secure freedom of movement of 
professionals within the European Community and is part of the 
wider goal, of achieving free movement of people within the EC.

Like many of the proposals of the European Commission, the goal 
of freedom of movement for people within the EC is idealistic and 
relies on the willingness of Member States and the professions 
themselves to deal with the practicalities involved.

Yet there are no surveyors from other Member states queuing up 
to avail themselves of the chance to join the RICS and work in 
the UK.

Why is this? It is unlikely to be due solely to the current 
economic climate. The system is established whereby professional 
qualifications are transferable, so at a time of freedom for 
people in other parts of the world, why are European Community 
nationals not taking advantage of this new freedom?

This paper examines some of the problems, more apparent than 
real, which the profession of surveying faces in addition to the 
more obvious barriers, such as language and customs, which must 
be resolved if surveying is to be a truly international 
profession.

In particular, the paper investigates the definition of surveyor 
which is a broad professional title and "regulated profession', 
which is the basis on which mutual recognition takes place, the 
various methods of gaining professional education within Europe 
and the levels at which that professional education is provided.

Frances Plimmer 
21st May 1992
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THE FREE MOVEMENT OF PROFESSIONALS WITHIN THE 

EUROPEAN ECONOMIC AREA

Frances PLIMMER 

MPhil, FRICS, FSVA, IRRV.

The Department of Property and Development Studies,

The University of Glamorgan,

WALES, U.K.

INTRODUCTION

It is ten years, since the Heads of State and Governments of the 

European Community (E.G.) pledged themselves to the completion 

of an internal market. The objective of the internal market 

has three aspects: 

a. the welding together of the individual markets of the

Member States into one single market; 

b. ensuring that this single market is an expanding, not

static, market; and 

c. to this end, ensuring that the market is flexible, so

that resources, of people, materials, capital and

investment, flow into the areas of greatest economic

advantage.

The creation of a single market requires the establishment of 

freedom of movement in three main areas:

across physical barriers by the removal of internal

frontier controls;

across fiscal barriers, by harmonisation and

approximation of indirect taxation; and
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c. across technical barriers, to allow unobstructed

movement of goods and people within the E.G.

The European Council's Directive on a general system for the 

recognition of higher-education diplomas awarded on completion 

of professional education and training of at least three years' 

duration (89/48/EEC) took effect on 4 January 1991. It is part 

of the programme of the European Community (E.G.) to achieve the 

stated aim of a single internal market, although it is only one 

of several measures necessary to ensure that people are free to 

live and work anywhere within the E.G.

The workings of the European Institutions are well documented, 

as are the aims of the single European policy and the 

aspirations of the politicians and bureaucrats who are 

establishing the rules which govern our future and those of our 

children.

What this paper considers are some of the barriers, real and 

imaginary, which may be said to exist in the short- medium- and 

long-term to hinder surveyors in their ability to take advantage 

of this freedom of movement. Solutions to some of the problems 

are offered and, the application of these solutions beyond 

Europe is suggested, if the profession of surveyors is to become 

truly international. 

DEFINITION OF A SURVEYOR

The Federation of International Surveyors produced a definition 

of "Surveyor" in 1990, which covers all aspects of the variety 

of skills applied throughout the world, by people describing 

themselves as "surveyors".

A surveyor is a professional person with the academic
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qualifications and technical expertise to practise the 

science of measurement; to assemble and assess land 

and geographic related information; to use that 

information for the purpose of planning and 

implementing the efficient administration of the land, 

the sea and structures thereon; and to instigate the 

advancement and development of such practices. 

Practice of the surveyor's profession may involve one 

or more of the following activities which may occur 

either on, above or below the surface of the land or 

the sea and may be carried out in association with 

other professionals.

1. The determination of the size and shape of 

the earth and the measurement of all data 

needed to define the size, position, shape 

and contour of any part of the earth's 

surface.

2. The positioning of objects in space and the 

positioning and monitoring of physical 

features, structures and engineering works 

on, above or below the surface of the earth.

3. The determination of the position of the 

boundaries of public or private land, 

including national and international 

boundaries, and the registration of those 

lands with the appropriate authorities.

4. The design, establishment and administration 

of land and geographic information systems
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and the collection, storage/ analysis and 

management of data within those systems.

5. The study of the natural and social 

environment, the measurement of land and 

marine resources and the use of the data in 

the planning of development in urban, rural 

and regional areas.

6. The planning, development and redevelopment 

of property, whether urban or rural and 

whether land or buildings.

7. The assessment of value and the management 

of property, whether urban or rural and 

whether land or buildings.

8. The planning, measurement and management of 

construction works, including the estimation 

of costs. 

9 . The production of plans, maps, files, charts

and reports.

This is a vast range of professional skills, not all of which 

will be practised by the same individuals. Having established 

that someone is a surveyor, the next inevitable question is: 

"What sort of a surveyor are you?"

In some countries, the title "surveyor" is qualified by an 

additional description, so that the particular kind of surveying 

skills practised can be distinguished from other kinds of 

surveying skills. Thus, in the United Kingdom (U.K.)/ there are 

building surveyors, hydrographic surveyors, land surveyors, 

quantity surveyors and general practice surveyors, amongst
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others. Within the fraternity of surveyors in the U.K. the 

additional description delineates the professional skills of the 

individual, and, therefore, the appropriate role of that 

individual when either clients or employers make appointments. 

Thus, general practice surveyors receive specialist education 

and training in both residential and commercial estate agency, 

residential and commercial property management and the valuation 

of both residential and commercial property for various 

purposes. In addition, general practice surveyors can advise 

on planning aspects of property and development opportunities. 

Almost inevitably, during a surveyor's career, an element of 

specialisation takes place, but it is unusual for that 

specialisation to be outside the original skill base. The 

descriptive term added to "surveyor", therefore, tends to 

continue to indicate the skills or the specialisation within a 

range of skills practised by the surveyor.

In some other countries, the word "surveyor" is not used and 

another form of title, such as expert immobilier, administ.rat.eur 

de biens, appraiser, makelaar, indicates the appropriate 

surveying skills of their holders.

For professional skills to become internationally transportable, 

there must be a large element of common features in both the 

nature of those professional skills and the way in which they are 

grouped as a professional expertise. This is particularly true 

if the terms of the Directive are to benefit the surveying 

profession. 

REGULATED PROFESSION 

The terms of the Directive on (so-called) professional
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qualifications, which is intended to allow freedom of movement 

to surveyors within Europe, operates on the basis of a 

"regulated profession", that is:

the regulated professional activity or range of 

activities which constitutes this profession in a 

Member State (Art. 1 (c)).

Each country is required to designate a "competent authority" 

which is responsible for each profession. For example, in the 

U.K., The Royal Institution of Chartered Surveyors (R.I.C.S.) 

is the "designated competent authority" for the "regulated 

profession" of Chartered Surveying. Because of the 

peculiarities of the British system of awarding professional 

qualifications, "a regulated professional activity" (refer Art. 

1 (c) above) is:

. . pursued by the members of an association . . . 

the purpose of which is, in particular, to promote and 

maintain a high standard in- the professional field 

concerned and which, to achieve that purpose, is 

recognised in a special form by a Member State and:

- awards a diploma to its members,

- ensures that its members respect the rules of 

professional conduct which it prescribes, and

- confers on them the right to use a title or 

designatory letters or to benefit from a status 

corresponding to that diploma. (Art. 1 (d) ) .

Thus, any "migrant" wishing to apply to join the R.I.C.S. under 

the terms of the Directive and claim the title "Chartered 

Surveyor" must comply with the nature of the "regulated
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professional activity" of the R.I.C.S.. This, I think, is 

simplistic because the R.I.C.S. does not, in my view, regulate 

the profession of "surveying", or perhaps, more correctly, 

"chartered surveying". Although there are opinions which 

disagree with this view, I suggest that the R.I.C.S. is 

responsible for at least seven different "regulated professional 

activities", all of them being some kind (or kinds) of 

surveying.

This is because the R.I.C.S. comprises, at present, seven 

different divisions: building surveyors, land surveyors, general 

practice surveyors, mineral surveyors, planning and development 

surveyors, quantity surveyors and rural practice surveyors, and 

each division has a particular kind of education and 

professional training which is required of its membership. The 

education and training of a quantity surveyor, while it may have 

some elements in common with that of a general practice 

surveyor, is not the same in content. It is not possible to 

join the R.I.C.S. as a Chartered Surveyor. Applicants to join 

the Institution must join the division for which their 

professional education and membership is most appropriate and 

this means that the "regulated professional activity" identified 

by the Directive, must be interpreted in the light of the 

"regulated professional activity" of each division of the 

R.I.C.S. .

Thus, any "migrant" wishing to use the terms of the Directive and 

apply to join the R.I.C.S. and claim the title "Chartered 

Surveyor" must comply with the nature of the "regulated 

professional activity" of one of the divisions of the R.I.C.S.,
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and this is true for other Member States with different groupings 

of surveying skills.

While this is not a problem as far as procedure is concerned, it 

may limit the use of the Directive where professional surveying 

skills in other Member States are not grouped in the same way as 

they are in the host Member State.

Similarly/ it seems (Allan, 1990. The Education and Practice of 

the Surveyor in the Private Sector within the European Economic 

Community) likely that the range of skills of a (geodetic) land 

surveyor in the Netherlands and Greece is similar to those 

required by the land surveyors' division of the R.I.C.S. and, in 

such a case, there is likely to be no requirement for an 

appropriately qualified "migrant" to undergo either an adaptation 

period or an aptitude test.

However, in relation to the General Practice division of the 

R.I.C.S., there are five main areas of skill - agency, 

development, management, planning and valuation. Evidence of 

professional education and training is required of a Chartered 

Surveyor qualified within the General Practice division in all 

five areas. Yet research has indicated that the grouping of 

such skills in this way is unusual within other Member States of 

the E.C., with the exception of the Republic of Ireland. This 

means that applications under the Directive to join the General 

Practice division are likely to require either an adaptation 

period or an aptitude test of the "migrants" or to fail totally 

to equate to the "regulated professional activity" of a Chartered 

Surveyor in the General Practice division. 

This is reinforced by the wording of the U.K. regulations (The
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European Communities (Recognition of Professional 

Qualifications) Regulations 1990 SI 1991 824) which have 

implemented the Directive in Great Britain. The regulations 

refer to a "corresponding profession", which is defined (Art. 2 

(1)) as:

a profession in another Member State which 

includes a substantial number of the professional 

activities comprised in the profession in the United 

Kingdom which is the subject of the migrant's 

application

This implies that an exact replication of the skills in one 

Member State will not be required of "migrants" from another 

Member State and that the adaptation period or the aptitude test 

can be used to compensate for any difference in the nature of 

the matters covered by the education and training received by 

the "migrant". Indeed, this is one of the stated reasons for 

introducing the adaptation period and the aptitude test into the 

Directive.

The difference in the grouping of surveying skills in different 

countries is not a true barrier to the mobility of surveyors, 

provided that an element of communication between countries and 

professional bodies exists to identify the differences and the 

similarities, to encourage debate about the reassessments of 

professional groupings as and when historical reasons for 

maintaining the status quo fade and for considering the greater 

needs of a European-wide market for our clients and our skills. 

Of course, the word "substantial" in the regulations is subject 

to interpretation, but the intention is clear. The European
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Council is relying on the willingness of Member States to respect 

the principle of free movement across technical barriers, and the 

principle of the comparability of university studies between 

Member States (Commission of the European Communities, 1985. 

Completing the Internal Market Com. (85) 310. para. 93), and this 

leads to consideration of another "barrier" to the single 

European market.

WILLINGNESS TO RESPECT THE PRINCIPLE OF FREE MOVEMENT 

Professional bodies and national governments naturally perceive 

a duty to ensure that their members, clients and citizens 

receive the best quality professional service possible. Until 

they can be persuaded that a quality professional service based 

on quality professional education and training can be delivered 

by anyone educated and trained in any part of the E.G., there 

is going to be understandable reluctance to comply with the E.C. 

ideals of mutual respect.

In order to achieve mutual respect and, therefore, the stated 

aims of the European Commission's policy, I suggest that two 

things are essential. The first is that the standard of 

professional education-and training within the E.C. must be of 

the highest standard, and uniformly so, if mobility of 

professional skills is to be achieved. While I have no evidence 

to suggest that the quality of higher education within the E.C. 

varies across national borders, there is a variety in the way in 

which professional education and training is delivered. 

For example, it is usual in the U.K., for surveying education, 

particularly for general practice and quantity surveyors, to be 

delivered over a three-year undergraduate programme of higher
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training requirements prior to membership of those professional 

bodies. This system also exists in the Republic of Ireland and 

the Netherlands. In France and Germany, however, professional 

education for property valuers is provided at a post-graduate 

level, following a first degree in such subjects as law or 

economics and a period of professional practice. 

Again, this difference in the way professional skills are 

acquired is not a true "barrier" to mutual recognition. The 

Directive recognises the equivalence of academic education and 

professional training as vehicles for delivering professional 

education in its inclusion of the choice between an adaptation 

period and an aptitude test to make up for any deficiency in the 

professional education and training of a "migrant". 

What is required is for all designated competent authorities and 

professional bodies to endorse this equivalence and, again, for 

improved channels of communication between them so that 

misunderstandings are avoided and each is able to learn from the 

strengths of others.

In this way, the entire Community will be able to benefit from 

the various advantages of different systems of professional 

education and training and eliminate any disadvantages. The 

surveyors of the future will be assured a variety of quality 

professional education throughout the E.G., but to achieve this 

end, there must be improved communication - and this brings me 

to, what I consider are very real, medium to long-term barriers 

to the success of the Directive. 

LANGUAGE AND CUSTOMS
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Perhaps it is the British who will suffer most from the language 

barrier, because of the nature (mainly) of our primary education 

system. Until our five year olds are taught at least two other 

languages alongside English, the British will always feel 

inhibited by trying to get their tongues around unfamiliar 

sounds. I feel very strongly that teaching languages alongside 

of professional skills is 'too little too late'. Our 

professional education system must concentrate on professional 

education and the European dimension which is introduced must 

centre on professional aspects of Europe, such as different 

methods of valuation, of development procedures and planning 

systems. We should be able to rely on the rest of the 

education system to provide language skills, in the same way as 

it provides basic mathematics skills.

National systems, however, are notoriously hard to change, 

particularly where political will is necessary, and it is within 

the realms of custom and tradition that I perceive perhaps the 

major barrier to the free movement of professionals. It is not 

that I envisage any substantial unwillingness to move across 

national boundaries, although almost inevitably there will be 

some who will choose to stay in their own countries, their own 

regions, their own towns.

In addition, we must be aware of the potential confusion anc 

misunderstanding created by the unique traditions and customs 

within each nation which affect the nature of professional 

practice.

Most of us have such strange traditions, which we live with 

quite comfortably, often without realising it. We British dc
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not value technical expertise in the way that other countries do. 

For example, in general, the British recognise that if a graduate 

has high technical qualifications, then a future career is 

likely to be limited to that technical expertise. Elevation of 

such technically-qualified staff to managerial roles is not 

likely to be achieved, with professionally-qualified managers 

being appointed over them. Compare this is the esteem with 

which the French regard their engineers and their commercial 

advantage, and the British attitude seems to be totally 

illogical.

Similarly, we British combine the skills of valuation with 

estate agency, the ability to present to a court an expert 

opinion of the value of property with the commercial role of 

agent in the buying and selling of property. This is not an 

acceptable combination to the French professionals who question 

how we can maintain our independence of opinion when we are also 

trading on behalf of a principal.

These traditions and customs have developed over time and whether 

they are appropriate for the twenty first Century, only research 

and developing professional practice will tell. What is 

important is that the research is undertaken to identify these 

customs, why they exist and how, 'if at all, they can be 

justified. Of course, the results must be widely publicised, not 

so much to remove these traditions, as to recognise them for what 

they are and to ensure that they do not provide a barrier to the 

free movement of professionals. 

WORLD-WIDE PROFESSION 

All of the issues which I have raised in relation to Europe apply
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profession, the way surveying education is acquired, language 

and, lastly, customs and traditions. Similarly, the solutions 

are the same and they all boil down to improved communications, 

understanding and mutual respect throughout the world, which must 

be to the advantage of our clients, the public and the 

profession itself.
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1.0 SUMMARY

This is a report to The Royal Institution of Chartered Surveyors sum-marking a programme of research into 
the education and training of valuers in Europe. The full text of the research is contained hi a dissertation 
entitled "Education and Training of Valuers in Europe" submitted to the Council for National Academic 
Awards for a Master of Philosophy degree in 1991, a copy of which is contained in the Institution's library.

The education and training required of valuers in the U.K. is investigated and compared with that required 
in France, in the light of the European Council's Directive on a general system for the mutual recognition 
of higher-education diplomas awarded on completion of professional education and (raining of at least three 
years' duration.

The detailed requirements of the Directive are analysed and the professional activity of "valuation11 
investigated. Because of the designated "competent authority1 status of The Royal Institution of Chartered 
Surveyors, the entry requirements for valuers to the General Practice division of the Institution are described 
in detail.

The professional activities of valuation, agency and management in France are detailed, together with the 
education and training necessary to perform the professional activity of valuation.

The regulation, professional qualifications, professional organisations and the education and training of 
valuers in the other ten Member States of the E.C. are also described.

A comparison between the education and training of valuers in the U.K. and in France is made, together 
with recommendations for the successful implementation of the Council's Directive in relation to the 
Institution's responsibility towards the professional activity of valuation. Recommendations for further areas 
of research are included.

In addition, a schedule is appended, detailing the terminology, regulation, professional qualifications, 
professional organisations and the education and training of valuers in all twelve Member States.

hi conclusion, the research contributes significantly to the available literature on the professional activity of 
valuation, particularly hi the UJK. and France, and hi the other E.C. Member States. The methodology used 
can be developed and applied to other professional activities, both within the profession of surveying and 
the professions generally.

The research programme has been completed with the financial support of the Education Trust of The 
Royal Institution of Chartered Surveyors and of the European Commission.



2.0 INTRODUCTION

2.1 Aims of the Study 

The aims of the study are:

a. to produce a comparative study of education and training for the valuation profession in the 
European Economic Community Member States; and

b. to provide an in-depth study, critique and comparison between the education and training within the 
valuation profession in France and the U.K.

22 Mutual Recognition of Higher Education Diplomas

The need to investigate the education and training of valuers in Europe arises from the proposals to 
establish a single European market by the end of 1992. In order to establish the free movement of 
professionals, European legislation requires that Member States accept the fact that professional 
qualifications which permit the pursuit of a professional activity in one Member State also permit the pursuit 
of that same professional activity in any other Member State.

Thus, the free movement of professionals is based on the mutual recognition of professional qualifications, 
which is, in turn, based on the quality of professional qualifications attained within the European Community 
(E.G.) and mutual trust between Member States.

In addition, where the pursuit of the professional activity involves, for example, membership of an 
organisation, an applicant who has gained the professional qualifications necessary to pursue a professional 
activity in another Member State cannot be refused admission to that organisation on the grounds of 
inadequate professional qualifications.

Where the scope or content of the education and training of a "migrant" is not the same as that required 
by a Member State, there is available an adaptation mechanism, under the terms of the Directive.

The adaptation mechanism takes the form of either an aptitude test or an adaptation period during which 
the "migrant" can make good the recognised deficiency in education and training gained in the "home" 
Member State.

There is a need, therefore, to establish the scope or content of the education and training of professionals 
qualified in other Member States in order to administer the terms of the Directive in the U.K.

The requirement of E.C. legislation, that mutual recognition of diplomas should be the mechanism for 
professionals to pursue professional activities in other Member States, requires the detailed investigation of 
the professional activity of valuation and the education and training of valuers which is required in order 
to perform that activity.

23 Property Valuation and Valuers

Property valuation is an identifiable professional activity within the United Kingdom (U.K.), which is 
practised by individuals who are normally holders of professional qualifications and who are also normally 
members of professional organisations which impose, amongst other things, controls on the nature and 
quality of the education and training of the professional, both on entry and during the course of membership.

Valuation is, however, only one of several subjects examined by these organisations and may be one of 
several activities performed by U.K. property professionals. It can be a tool used in other activities, such 
as property management, or it can be a professional activity practised in isolation, such as the carrying out 
of mortgage valuations.



The research defines "valuer" in relation to the professional activity of "valuation", and this definition is used 
to identify valuers in other Member States.

In addition, the importance of The Royal Institution of Chartered Surveyors (R.I.C.S.) both as the most 
significant organisation conferring professional status on valuers, and designated as the "competent authority" 
for the purposes of the professional activities which it regulates justifies an investigation into how valuers 
qualify within the Institution.

The scope and content of the education and training required of Chartered Valuation Surveyors within the 
General Practice division of the RJ.C.S. is the standard against which the scope and content of the 
education and training of "migrant" valuers who wish to use the Directive to gain access to the regulated 
profession of Chartered Valuation Surveyor within the General Practice division must be measured.

Any signtfi<-.ant differences in the education and training required of a Chartered Valuation Surveyor and 
that held by a "migrant" valuer is the basis on which the Institution will administer the adaptation mechanism 
permitted by the Directive.

Thus, because The Royal Institution of Chartered Surveyors (RJ.C.S.) is identified in the E.C. legislation 
as a "competent authority", which regulates access to professional activities, it is given responsibilities in 
relation to the mutual recognition of professional qualifications which can only be exercised with full 
knowledge of the professional qualifications held by professionals in other Member States who perform the 
same professional activities as its own members.

The property professions in France are not organised in the same way as in the UJC There is a system 
of state licensing and a lack of formal professional education and training. The system of education and 
training of valuers (extended to cover the related activities of estate agency and property management) in 
France, therefore, needs to be compared with that required of valuers in the UJC..

2.4 Research Methodology

The methodology adopted in this study enables the investigation to concentrate on the activities of property 
valuation for all purposes for which it is needed in the U.K., as a result of which it is possible to identify:

a. those in France who perform the same activities;

b. what academic and/or professional education and training they require in order to perform these 
activities;

c. what other conditions are imposed on the individuals in order to perform these activities e.g. state 
licence, membership of an organisation; and

d. how comparable these overseas qualifications are to those required by the Royal Institution of 
Chartered Surveyors in the UJC. hi order for the Institution to comply with the requirements of E.C. 
legislation.

The research methodology is designed to carry out the in-depth investigation into the valuation profession 
in France, in order to achieve a comparison with that required by the Royal Institution of Chartered 
Surveyors for members of the General Practice division, as outlined above.

The research methodology was based on a triangulation of the sources of information: a literature search, 
semi-structured interviews and questionnaires. In addition, it was anticipated that responses to the 
publication of the research in the property press in the U.K. would provide an additional source of 
information.



2.5 Limitations

The following documents the limitations in the original aims and objectives, outlined above, and in the 
methodology used, in the light of the completed research.

2.5.1 Valuation Profession

The research is limited to the professional activity of valuation, with information being recorded concerning 
estate agency and property management because valuation is involved in their performance, and because the 
identification of the individual estate agent and property manager would enable more information to be 
obtained regaling the nature of the valuation profession.

This has proved to be unrealistic. The existence of a valuation profession in other Member States has been 
hard to establish and investigate in some cases (e.g. Portugal, refer 8.10). In France, where the research 
has been more detailed, there is evidence of a two-tier valuation profession, where valuation is perceived 
as a main activity, conferring status on the expert, and where valuation is a necessary adjunct to, for example, 
estate agency and is practised at a more local, simplified level in the pursuance of trade.

A greater element of commonalty would have been achieved in professional activity, regulation and 
education and training had the research focused on estate agency within the E.G.

Nevertheless, the focus on valuation can be justified, because it illustrates the diversity of professional activity 
within the E.G. and the opportunities for sharing experiences in professional education and training between 
Member States.

2.5.2 Literature Search and Publication of the Research

These two methods of eliciting past and present researches did not bring to light the work undertaken by 
other divisions within The Royal Institution of Chartered Surveyors, despite the fact that part of the 
literature search was conducted hi the library at the Institution and the articles were published in journals 
normally read by property professionals.

In addition, employees of the Institution were aware of tnk research project and, while in many cases, they 
were able to provide names of individuals who were working on similar problems for other divisions, no 
useful collaboration resulted from contacts with these members.

2.53 Interviews with experts in France

There have been eleven interviews held with experts in France. Many requests for interviews were either 
refused or resulted in interviews which were relatively short and superficial. This is because the interviews 
were conducted face-to-face, in French, relying on the goodwill of busy professionals who may have 
perceived little benefit to the French profession from this research and with officers of organisations who 
may have perceived a conflict of interest between themselves and the R.I.C.S.. In addition this opportunity 
sample of individuals interviewed depended in some circumstances on chance introductions, the amount of 
time available to the interviewee and their attitude towards The Royal Institution of Chartered Surveyors.

However, it is considered that an improved quality of information was obtained because of the ability to 
question valuers in France, using their own language. Linguistic skill improved the goodwill of the 
interviewees to the research and was fundamental in establishing in detail the professional activity involved, 
is preference to reliance on the use of translated terminology.

As a consequence, such in-depth conversations revealed linguistic, social, cultural and professional 
distinctions in the jargon of the property valuer, some of which would not have been identified by the earlier 
use of questionnaires, and which made their subsequent use more valuable.



2.5.4 Questionnaires Written In English

Questionnaires were written in English and sent to Chartered Surveyors working in other Member States. 
Based on the results of these, a second questionnaire was considered unnecessary, since only a limited 
number of English-speaking valuers on mainland Europe were identified.

rhis limitation of questionnaires to Chartered Surveyors working in other Member States was deliberate, 
partly because the research team does not have the skill to translate into a language other fhan French, both 
ie jargon and the different professional practice in advance of the research, and partly because of the 
jvidence of an attempt (refer C.N-A.B. 1988) to provide questionnaires in other languages which in some 
ases produced meaningless questions and erroneous answers.

1.5.5 Linguistic Skills

^s is indicated above, linguistic skills have been an important factor is obtaining research results.

keater depth and breadth of information would have been available with a wider range of linguistic skills 
rtthin the research team. The research was undertaken by a researcher who speaks French and who is
Chartered Valuation Surveyor. However, it was necessary to carry out in-depth interviews with 

Tofessionals in France to establish the comparable jargon and to compare the functions of the valuer within
different cultural social and historical background.

ince, no other language skill was available to the research, rhis method of information collection could not 
e extended to Member States where either English or French is not generally spoken. This has limited the 
readth of the study, but should provide opportunities for other researchers with access to other language 
dills to extend the information gathered.

5.6 Limitations of the Methodology

i the light of the above limitations in the original aims and objectives, it should be further noted that the 
formation produced by the questionnaire (refer Appendix I in the Dissertation) is also subject to 
nitations.

ic information in sections 7 and 8 of this Report, is derived mainly from semi-structured interviews and 
am an extensive literature search. This is because the responses from the questionnaires have provided 
o small a data base for the useful extrapolation of information and have, therefore, provided only a 
pplementary source of data.

ie questionnaires were sent to all Chartered Surveyors who are qualified in the General Practice Division 
the Institution and who work in other Member States of the E.C. The receipt of 33 completed 
estionnaires was not only disappointing but was a very small sample on which to base useful conclusions.

so, the responses received did not give an even representation of the situation. For example: eleven 
;ponses were received from France; nine from Germany, six from Belgium and five from Spain. One 
iponse only was received from the Netherlands and Portugal and no responses received from Denmark, 
eece, Italy and Luxembourg.

e responses received, therefore, give an uneven and potentially unreliable basis on which to develop useful 
iclusions. However, because this data base has been used to supplement other sources of information, 
results of the research are considered reliable.

•7 Reliability

spite the limitations of the research methodology identified above, the method of approach (refer 2.4) 
"Its in the critical assessment of the comparability of education and training of valuers in Europe, an end 
ult of which is the information necessary to recommend to the R.I.C.S. a "topping-up" schedule necessary



for the implementation of the Council's Directive on a general system for the recognition of higher-education 
diplomas awarded on completion of professional education and training of at least three years duration.

2.6 Conclusion

The critique of the other studies identified during the course of the research (refer 5c of the Introducdon 
to the Dissertation) and the absence of any similar studies being brought to light by the literature search and 
the response to publications, indicates that there was no similar research being undertaken. In addition, 
the studies which have been investigated can all be distinguished from this research either in scope, or aim<: 
or focus.

This research is a comparative study of the education and training of valuers in the U.K and in France, 
based on the identification of the professional activity of valuation and who, in France, performs that activity. 
It is an investigation of the professional education and training required of such professionals in both the 
UJC and in France and includes an overview of the professional education and training of valuers in the 
other ten Member States.

This enables the study to include a critique of that professional education and training and to examine the 
future role and responsibilities of The Royal Institution of Chartered Surveyors in the light of European 
Community legislation on the mutual recognition of professional diplomas.



3.0 THE SINGLE EUROPEAN MARKET

3.1 Single European Act

The intention to create a single European Market in the European Community was established in the Treaty 
of Rome 1957. This was, however, envisaged as a long-term aim, and real efforts to achieve a single home 
market have only recently been made by the Member States in the European Community.

In 1982, the Heads of State and Governments pledged themselves to the completion of the internal market, 
the objective of which (Commission to the European Communities, 1985. para. 8) has three aspects:

a. the welding together of the individual markets of the Member States into one single market; 

b. ensuring that this single market is an expanding, not static, market; and

c. to this end, ensuring that the market is flexible, so that resources, of people, materials, capital and 
investment, flow into the areas of greatest economic advantage.

Progress towards the completion of a single market can be traced back to the Commission's White Paper 
(ibid.), submitted to the heads of Member States at the Milan European Council in June 1985. This 
outlined the Commission's programme for the removal of the remaining barriers between Member States, 
and the heads of the Member States committed themselves to achieving a single market over a period ending 
on 31 December, 1992.

As a result of this commitment, a detailed plan of action was drawn up with additional proposals being 
included as they were identified.

The terms of the single market are laid down in the Single Market Act, which came into operation on 1 July,
1987.

The Single Market Act defines the single market as:

an area without internal frontiers in which the free movement of goods, persons, services and 
capital is ensured ...

(D.TJ. 1988b, pp. 2 and 3)

The single market, therefore, 3""-s to create freedom of movement in three main areas: 

a. across physical barriers by the removal of internal frontier controls; 

b. across fiscal barriers by harmonisation and approximation of indirect taxation; and 

c. across technical barriers to allow unobstructed movement of goods and people within the community.

It is within this third freedom of movement across technical barriers that the movement of professionals 
within Member States comes.

(Further details of the institutions and procedures adopted within the European Community are contained 
Appendix I of this Report).

3.2 Directives

Under Article 189 of the European Economic Community Treaty, the European Commission may propose 
and the European Council may make legislation which affects each Member State (Appendix I of this 
Report). One of the legislative powers available to these organisations is the issuing of "directives".



Directives are binding on Member States as to the results to be achieved within a given period of time, but 
they leave the method of implementation to national governments. Each Member State is, therefore, 
required to issue its own legislation in order to achieve the results laid down in the directive.

Since directives do not lay down the method of implementation, each Member State is free to use any 
method of achieving the results required by the directive.

Particular provisions of a directive may take direct effect in a Member State but this will normally occur only 
if no legislation is introduced by that Member State's national government.

Directives are, therefore, instruments of European legislation which apply in all Member States and which 
need only the method of implementation to be included hi national law with the provisions of the directive 
in order to take effect.

33 Influencing Decisions

The European Community's decision-making process is remote and unfamiliar to U.K. nationals who are 
not in day-to-day contact with the institutions. In order to explain the process and to enlighten U.K. 
nationals who may need to influence E.G. decisions, the UJC Department of Trade and Industry produced 
documentation in its "Europe Open for Business" series, entitled The Single Market. Brussels can you hear 
me?" (D.TJL, 1990) In which it states (at p. 1) (amongst other Things) the following:

Work with others. A spread of opinion carries more weight than a lone voice. The view 
from Brussels is of 12 Member States, all of whose interests must be taken into account when 
drawing up proposals. So it is important for UK business to work with European trade 
associations and to encourage counterparts in other Member States to lobby their governments.

Think European. The Member States and all the EC institutions are committed to making 
the Community work. If your lobbying suggests that you are not, your views will carry much 
less weight. It is important for you to show that you understand how a particular measure fits 
in with the single market programme . . .

Be prepared. Try to find out what those in the same sector in other Member States think 
about a proposal. Try also to find out what the Commission is trying to do. And make sure 
that you know what you want to achieve. You will then be able to construct your case in a way 
that gives it a better chance of winning support from others. . . .

The conclusion drawn from this advice is that national interests are expected to communicate and link up 
with similar national interests in other Member States and, together, will provide a pan-European 
organisation which will represent a particular interest group, lobby for appropriate legislation and which, 
presumably, will provide a pan-European organisation which can be consulted by the E.C. institutions on 
matters which are relevant to it.

An appropriate move has been made by The Royal Institution of Chartered Surveyors through its 
membership of F.I.A.B.C.I. and the creation of F.I^A.-B.C.I.-C.E..

Effectively what is proposed, then, is the creation of a similar system of representation, pressure groups and 
expertise in specific areas of European importance as that which currently exists on national levels. In this 
way, there would be created a Europe-wide system to the benefit of each Member State, the E.C. institutions 
and the entire E.C. citizenship.

This involves a radical change of attitude, not only in the U.K., but in other Member States. However, the 
speed and the quality of the success of the single European market will depend in no small measure on the 
ability of national organisations to work together on a European basis.



3.4 Freedom of Establishment for the Professions

At the European Council meeting at Fontainebleau of 1984, concern was expressed that public perception 
and awareness of the single European concept was low. In order to suggest ways in which the community 
could relate more to everyday life, an ad hoc Committee - the Adonnino Committee - recommended, 
amongst other things, a mutual recognition of diplomas without prior harmonisation.

The free movement of professionals within the European Community has been recognised as a priority by 
the European Commission if the single market is to be perceived as irreversible (Commission of the 
European Communities, 1988. para. 7).

3.5 Harmonisation and Mutual Recognition

In order to achieve the aims of the Treaty of Rome, the European Communities have attempted to achieve 
uniformity by the harmonisation of rules throughout the Member States (Commission of the European 
Communities, 1988. paras. 61-63).

Harmonisation means that the same rules apply in each Member State, and fhis has involved detailed 
discussions between all twelve Member States to establish a European standard, so that the same rules are 
acceptable and applicable in each Member State. This has inevitably led to much negotiation and delay.

For example: in the case of architects, free movement has already been achieved by harmonisation. This 
involved the establishment of a specific sectoral directive which deals only with that profession, and it means 
that anyone who achieves the standard of education and training required of an architect in any of the 
Member States must be accepted as being professionally qualified to practice as an architect in any of the 
other Member States.

However, this procedure is difficult and time-consuming. The Architects' directive took 17 years to agree 
before being adopted in 1985, and the Directive for Engineers has been discussed since 1969, without 
agreement to date. In 1989, problems implementing the sectoral directives were still being experienced within 
the Community (Barrick, 1989).

Despite the problems, harmonisation and a sectoral directive have been achieved for architects, dental 
practitioners, general medical practitioners, midwives, nurses responsible for general care, pharmacists and 
veterinary surgeons (D.T.I. 1988. p. 40). Thus, for example, a veterinary surgeon, qualified in any Member 
State is able to perform that professional activity in any other Member State without having to undergo any 
additional professional education or training and, should a veterinary surgeon migrate to the U.K. and 
choose to apply for membership to the Royal College of Veterinary Surgeons, the application cannot be 
rejected on the grounds of inadequate qualification (Porter, 1989).

However, there remained many professional qualifications which were not recognised in other Member 
States and, in order to ensure the freedom of movement of professionals without the delay and problems 
which harmonisation has produced, the method proposed by the Adonnino Committee was mutual 
recognition, based on a "recognition ... of the essential equivalence of the objectives of national legislation" 
(Commission of the European Communities, 1985. para. 63).

Unlike harmonisation, mutual recognition does not mean that all rules are the same in all Member States. 
Mutual recognition means accepting standards which are the norm in any other Member States, based on 
mutual trust and the principle of the comparability of university studies between Member States (ibid. para. 
93). In this way, the imposition of a European standard can be avoided because each Member State's 
standard is assumed to be acceptable in every other Member State. Mutual recognition of national 
regulations and standards is recognised by the European Commission (ibid, paras. 62 and 63) as an effective 
strategy to achieving a common market.

The principle of mutual recognition relies on the willingness of Member States to respect the principle of 
free movement across technical barriers. It removes the requirement for migrants (as they are referred to



in the Directive - refer Appendix n of this Report), who are professionally qualified in one Member State, 
to re-qualify in another Member State to perform the same function.

3.6 Conclusions

The principle of mutual recognition and certain procedural and mechanical provisions which are laid down 
in the Directive (Appendix II of this Report) have been incorporated into the UJC national legislation 
(Appendix IV of this Report).

A similar response is required of each Member State, so that each creates its own legislation which, while 
achieving the same end result, ran use different means.

Mutual recognition is perceived by the European Commission as an effective strategy for achieving a 
common market within the timescale it has imposed. Mutual recognition is based on mutual trust and the 
principle of the comparability of university studies between Member States.

However, the shift by the European Commission from harmonisation to mutual recognition as a means of 
ensuring the successful completion of the single European market in 1992 is, on its own, unlikely to achieve 
its objectives. In its Third Report on the implementation of the White Paper (Commission of the European 
Communities. 1988. para. 28), the Commission recognised, with regret, that some Member States continued 
to "contest the Community's competence where people as such are concerned".

Such a challenge to the authority of the European Community at a time (1988) when all professional 
qualifications were harmonised individually by negotiation, is unlikely to disappear when mutual recognition 
is required by those authorities, proud and jealous of their professional qualifications, which may be ignorant 
and suspicious of those professional qualifications gained outside their control.

10



4.0 THE EUROPEAN COUNCIL'S DIRECTIVE ON A GENERAL SYSTEM FOR THE 
RECOGNITION OF HIGHER-EDUCATION DIPLOMAS AWARDED ON COMPLETION OF 
PROFESSIONAL EDUCATION AND TRAINING OF AT LEAST THREE YEARS' DURATION 
(EUROPEAN COUNCIL 1988)

4.1 General System

Since hannonisation for professionals has not proved easy or speedy, the recommendation of the Adonnino 
Committee was for the creation of a general system for the mutual recognition of qualifications as a means 
of ensuring free movement of professionals.

The Council, therefore, proposed a general directive, applicable to all professions not covered by their own 
sectoral directive. The general directive aims to achieve freedom of movement by the mutual recognition 
of Member States' qualifications, and thereby avoiding the delays and problems which have been evident 
from the attempts to harmonise individual professions.

42 The General Directive

The European Council's Directive on a general system for the recognition of higher-education diplomas 
awarded on completion of professional education and training of at least three years' duration (European 
Council 1988) was adopted by Council on 21 December 1988, and notified to Member States on 4 January 
1989. It came into effect on 4 January 1991, and its implementation is recognised (Commission of the 
European Communities 1988. para. 7) as a priority if the single market is to be perceived as irreversible.

The full text of the Directive is reproduced Appendix n in this Report and a commentary on the Directive 
in Appendix IJJ in this Report.

The Directive avoids delays by adopting a general, rather than a sectoral approach and, therefore, applies 
to all professions:

a. to which access is in some way restricted;

b. for which at least three years higher education is required; and

c. for which a specific "sectoral" directive does not already exist e.g., not architects, who have their own 
directive.

The Directive is, therefore, applicable to all regulated professions for which a minimum three-year period 
of higher education is required, identified as being:

... a post-secondary course of at least three years' duration or of an equivalent duration part- 
time, at a university or establishment of higher education or another establishment of similar 
level . . .

(European Council 1988. Art 1) 

where a specific "sectoral" directive is not in operation.

The implementation of the Directive does not depend on co-ordination of education and training for the 
professions within the Community. It is based on mutual recognition and mutual trust and relies on Member 
States' acceptance of equivalent professional qualifications gained in other Member States.

Under the terms of the Directive, no longer can access to a regulated profession be denied a migrant from 
another Member State simply because that individual does not hold the host nation's own professional 
qualification, if the migrant:
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a. holds the diploma required in another Member State for the pursuit of the profession in question,
or

b. has pursued that profession full-time for two years during the previous ten years in another Member 
State which does not regulate that profession and possesses evidence of a diploma (as defined) 
(European Council. 1988B. Art. 3)

In the preamble to the Directive it is stated (European Council 1988, para. 14) that the general system for 
the recognition of higher-education diplomas is intended neither to amend a Member State's rules, including 
those relating to professional ethics, nor to exclude migrants from the application of those rules. The 
system is confined to ensuring that migrants comply with the professional rules of the host Member State.

Thus, any qualified and/or experienced professional should be able to carry out that profession and acquire 
such professional skills in any of the Member States of the European Community.

43 UJL Regulations

The Directive took effect on 4 January 1991 and during 1990, the Secretary of State for Trade and Industry, 
on behalf of the British government, introduced the European Communities (Recognition of Professional 
Qualifications) Regulations 1990, to deal with the implementation of the Directive in the UJC. These 
regulations were implemented in the U.K. on 17 April 1991. (The full text of the regulations is contained 
Appendix IV in this Report).

The Regulations (H.M.S.O.1991, reg. 4 and Sch. 1) confirm the status of The Royal Institution of Chartered 
Surveyors as a designated authority for the activities which it regulates, and lays down definitions and 
procedures similar to those laid down hi the Directive itself for the implementation of its provisions.

However, the Regulations (H-M.S.0.1991) recognise that there are professions which are regulated by law 
or by public authority (listed, ibid., in Schedule 1 Part 1), where the carrying out of the function is regulated 
by a designated authority, such as that of a solicitor whose function (in England and Wales) is regulated by 
the Law Society, and that of an auditor of Company Accounts, whose function is regulated by the 
Department of Trade and Industry.

In addition, the Regulations (HJvLS.O. 1991, Sch. 1, Part 2) state - that there are professions regulated by 
professional bodies incorporated by Royal Charter. In the case of such professions listed in Part 2, the 
profession is regulated by virtue of the admission of an applicant to membership of the body concerned, 
together with the grant by the body of the right to use the title and abbreviatory letters indicated.

Thus, for those professions regulated by professional bodies incorporated by Royal Charter and which are 
listed in Part 2 of Schedule 1 of the Regulations, the designated body regulates only the use of the title and 
abbreviatory letters specified, and not the pursuit of the profession where that can be carried out without 
use of the title or abbreviatory letters.

Together with forty six other designated authorities, the Royal Institution of Chartered Surveyors is listed 
in Part 2 of Schedule 1 as a designated authority which regulates the use of the professional title of 
"Chartered Surveyor" (and presumably such variants as "Chartered Valuation Surveyor") and the abbreviatory 
letters of A.R.I.C.S. (and also presumably FJU.C.S.).

In accordance with the requirements of the Directive, the Regulations (ibid. reg. 5 (1)) require a designatory 
authority not to refuse to authorise, on the grounds of inadequate qualifications, a migrant to practise the 
profession on the same conditions as apply to a non-migrant applicant, who holds a diploma required for 
the practise of the profession in the U.K.:

a- if the migrant holds the diploma required in another Member State for the practise of a 
"corresponding profession" regulated by that State, the diploma having been awarded in a Member 
State other than the U.K.; or
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h if the migrant has within the ten years immediately prior to the application pursued a "corresponding 
profession" for at least two years full time in a Member State which does not regulate that profession, 
and produces the evidence of formal qualifications required under the Regulations.

43.1 Period of Professional Experience

In accordance with the requirements of the Directive, the Regulations (ibid. reg. 6 (1) (a)) permit a 
designated authority to require that a migrant provides evidence of a period of professional experience 
where the evidence of the formal qualifications provided by the migrant establishes that the duration of the 
education and training received is at least one year less than that required of non-migrant applicants.

The shortfall identified can be made up by the migrant undertaking a period of professional experience, 
being twice the amount of the shortfall where this relates to post- secondary studies or to a period of 
supervised probationary practice (ibid., Sch. 2 (2)); or the amount of the shortfall where this relates to 
professional practice acquired with the assistance of a qualified member of the profession (ibid. Sch. 2 (3)).

In determining the duration of a period of professional experience, the designated authority must take into 
account professional practice gained in a corresponding profession in another Member State (ibid., Sch. 2
(5))-

432 Adaptation Mechanism

Also, in accordance with the requirements of the Directive, the Regulations (H.M.S.O. 1991, reg. 6 (1) and 
(3)) permit a designated authority to require either an adaptation period not exceeding three years or an 
aptitude test of a migrant, when the matters covered by the professional education and training differ 
substantially from those covered by the diploma required of non-migrant applicants.

The detailed requirements of an adaptation period are determined having regard to the circumstances of 
each individual migrant, who is required to undergo a period of professional practice under the supervision 
of a qualified member of that profession and who may be required to undergo further training during that 
period and whose performance during the adaptation period is the subject of an assessment (H.M.S.0.1991, 
reg. 8).

The aptitude test is limited to the professional knowledge of the migrant and has the aim of assessing the 
migrant's ability to pursue the relevant profession in the U.K.. The test must take into account the fact that 
the migrant is a qualified professional in another Member State (H.M.S.O. 1991, reg. 7 (1)).

The designated authority is required to establish which subjects covered by the diploma required of 
non-migrant applicants are not already covered by the migrant's diploma, or other evidence of formal 
qualifications, and may test only those subjects the knowledge of which is essential for the pursuit of the 
profession in the U.K., together with knowledge of the relevant rules of professional conduct (H.M.S.O. 
1991, reg. 7 (2) and (3)).

The designated authority cannot require both a period of professional experience and an adaption 
mechanism being either an adaptation period or an aptitude test.

Where a designated authority requires the migrant to complete an adaptation mechanism, being either the 
adaptation period or the aptitude test, the choice between an adaptation period, and an aptitude test shall 
be that of the migrant, except in the case of professions specified in Schedule 3 (D.T.I. 1990, reg. 6 (2)). 
The terms of the Directive allows the competent (designated) authority to choose whether to require an 
adaptation period or an aptitude test only in the cases of:

. . . professions whose practice requires precise knowledge of national law and in respect of 
which the provision of advice and/or assistance concerning national law is an essential and 
constant aspect of the professional activity . . .
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(European Council. 1988. Art. 4 (b))

Schedule 3 of the Regulations has interpreted this description as including (in England and Wales) 
Barristers, Chartered Accountants, Company Auditors, Patent Agents, Patent Attorneys, Public Finance 
Accountants, Solicitors and Associates of the Chartered Institute of Management.

The Royal Institution of Chartered Surveyors has not been included within Schedule 3, so that in cases 
where the Institution identifies substantial differences in the scope or content of a migrant's education and 
training, the migrant can choose either an adaptation period or an aptitude test on application to the 
Institution.

4.4 Corresponding Profession

It is implicit in both the Directive and the Regulations that, regardless of the title used by the professional 
involved, it is the activity pursued which must be similar. In fact, the U.K. Regulations define a 
"corresponding profession", (D.T.I. 1990, reg. 2) as

... a profession the pursuit of which in another member State includes a substantial number 
of professional activities comprised in the profession in the United Kingdom which is the 
subject of the migrant's application;

Article 3 of the Directive (Commission of the European Communities, 1988.) ensures that the mutual 
recognition of diplomas authorises

... a national of a Member State to take up or pursue [the] profession . . .

It is therefore important to investigate the nature of the profession to which access is gained by the holding 
of a diploma, in order to identify corresponding professions, whose members may seek to use the rights 
conferred under the Directive and apply to pursue that profession in another Member State.

4.5 Conclusions

The Directive establishes a right to recognition of professional qualifications (as defined) throughout the 
E.C. and thereby the opportunity for workers to establish themselves anywhere within the Community.

The Directive allows for deficiencies in the scope of education and training to be remedied either by an 
aptitude test or by an adaptation period which cannot be the subject of a formal written or oral examination, 
to be undertaken in the "host" Member State.

In this way, the Directive implies the equivalence of a test and a period of supervised practice as methods 
of obtaining professional qualifications.

This is interesting when viewed in the light of the R.l.C.S.'s progress from qualification by experience alone 
to academic qualification established by examination, together with professional competence established by 
supervised practice and a final assessment (refer Chapter 5 of the Dissertation).
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5.0 THE ROYAL INSTITUTION OF CHARTERED SURVEYORS

5.1 Designated Authority

Under the terms of the Directive, as implemented in the UJC by the Regulations (H.M.S.O. 1991), The 
Royal Institution of Chartered Surveyors is a designated authority under Schedule 1 Part 2, which lists 
professions which are regulated by virtue of the admission of an applicant to membership of the body 
concerned, together with the grant by the body of the right to use the title and the abbreviatory letters.

The professional activities of the Institution (and the other Chartered bodies listed hi Schedule 1, Part 2) 
are not identified as being regulated by these designated authorities.

In so far as valuation is concerned, it is clear (Chapters 3 and 4 of the Dissertation) that the professional 
activity is not regulated in the UJC. However, the role of the Institution, its objectives and activities must 
be considered, not only in the light of the obligations imposed by the Directive through the medium of the 
Regulations (Appendices EL and IV of this Report), but also in order to compare it with other professional 
organisations identified in other Member States.

52 Chartered Status

The Royal Institution of Chartered Surveyors (R J.C.S.) was founded in 1868 as the Institution of Surveyors, 
which was granted a Royal Charter in 1881 and the present organisation is the result of several 
amalgamations with other professional bodies over the years. Part of the significance of the Charter was 
identified by the 14th annual report of the (R.I.C.S.) council, is described by Thompson (1968, at p. 175) 
as follows:

... the acquisition of a Royal Charter stamps the Institution as the accredited 
representative of the profession; but it imposes obligations beyond those with which, as a 
private society, it was called upon to concern itself. The Institution in its new corporate 
capacity has definite and direct relations to the public, and in view of that fact is bound to 
do its utmost to promote the technical skill of its members, and to exercise a beneficial 
influence over the practices and usages of the profession...

... a charter carried the implication that the chartered body itself would speak with a 
disinterested and impartial voice on matters of public concern within its professional 
sphere, and the ... those views would take account of the wider interests of society.

The prestige attached to possession of the Charter and the moral and social responsibilities it conferred 
encouraged the development of professional examinations, so that membership of the Institution could be 
perceived as being a recognition of high standards which are achieved both by examination (as a prerequisite 
of entry) and by membership, which would continue only as long as those high standards are maintained.

These responsibilities continue to be given high priority by the Institution which undertakes to accept into 
corporate membership applicants with appropriate professional qualifications gained both by examination 
and by practical experience, the practical experience part of the qualification being administered directly 
by the Institution itself.

In addition, the Chartered status obliges the Institution to ensure that its members observe the Rules of 
Conduct, which regulate the way the members conduct themselves both in their activities and in their 
relations with the public. The Institution has disciplinary powers and procedures to enforce these Rules 
of Conduct on its membership. This is intended to ensure a high quality of entirely independent, 
disinterested professional service to the public, with suspension and expulsion as penalties for failure to 
comply, and obviates the need for government legislation in this regard. The Charter defines the objectives 
of the Institution in the following terms:

... to secure the advancement and facilitate the acquisition of that knowledge which constitutes the
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profession of a surveyor, namely, the arts, sciences and practice of:

(a)   determining the value of all descriptions of landed and house property and of the various 
interests therein;

(b) managing and developing estates and other business concerned with the management of 
landed property;

(c) securing the optimal use of land and its associated resources to meet social and economic 
needs;

(d) surveying the structure and condition of buildings and their services and advising on their 
maintenance, alteration and improvement;

(e) measuring and delineating the physical features of the Earth;

(f) managing, developing and surveying mineral property;

(g) determining the economic use of resources of the construction industry, and the financial 
appraisal and measurement of construction work;

(h) selling (whether by auction or otherwise) buying or letting, as an agent, real or personal 
property or any interest therein

and to maintain and promote the usefulness of the profession for the public advantage. 

(R.I.C.S. 1989A. p. 4)

53 Bye-Laws

The Charter makes provision for the regulation of members' professional conduct and discipline and these 
are contained in the Bye-laws of the Institution. They include the obligation to disclose conflicts of interests 
to clients, to observe specific rules regarding the holding of clients' money, not to exert undue pressure or 
influence on anyone for the purpose of securing instructions, not to quote a fee which is calculated by 
reference to the fee quoted by another member of the surveying profession, to carry professional indemnity 
insurance cover, and ensure conduct in a manner befitting a Chartered Surveyor (ibid. p. 24).

In addition, the Bye-laws detail the disciplinary powers available to the Institution in cases where a member 
is found to have contravened any of the Bye-laws.

The Bye-laws (Section XI) establish seven Divisions of Fellows and Professional Associates of the Institution, 
including the General Practice Division. In 1990, the membership of the Institution approved an 
amendment to the Bye-laws which allows Fellows and Professional Associates to belong to more than one 
division of the Institution, although the amendment is not yet (January 1991) effective. The qualifications 
for membership of each Division are laid down by Regulations made by the General Council of the 
Institution (Bye-law 48, ibid. p. 41).

In accordance with the provisions of the Charter, each Division has full autonomy in respect of the 
regulation of its own affairs (ibid. p. 6) although there is continuing debate regarding the structure of the 
Institution (Goodman, 1991).

5.4 Codes of Practice

As a service to its membership, the Institution provides Codes of Practice in such areas as Asset Valuation 
and Mortgage Valuation; professional, technical and social meetings; professional journals, such as the 
Chartered Surveyor Weekly, and various courses and an annual conference, where matters of interest can
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be debated.

In addition, the Institution maintains a library which lends texts to the membership, either on personal visits 
or by post.

5.5 Public Policy

The status and the obligations imposed by the Charter involve the Institution in discussions with central 
government on matters of public concern. For example, the Institution has been involved in the recent 
debate both with central government and with other interested parties, concerning the proposed reform of 
the code of compensation which is payable following compulsory acquisition. The views of the Institution 
have been presented to government and its reaction to the resulting proposed legislation published. This 
ability to offer advice and to shape national legislation reinforces the quality of knowledge, public interest 
and professionalism of the Institution.

In addition, the Institution has, since 1988, been seen to make specific attempts to improve the quality and 
quantity of research which is produced La relation to the activities and interests of its membership. With 
the appointment of a Research Officer, with the identification and publication of a list of Research Priorities 
and together with an increase in the funds available to the Institution's Education Trust, research, whether 
academic- or practice-based is seen to be encouraged.

5.6 Examining Body

Growing concern expressed within the Institution during the 19th century regarding professional education 
resulted in the formation, in 1868, of a student class (Thompson, 1968. p. 184). In addition, it was 
recognised that the surveyors' status and professional education would be most effectively unproved and 
stimulated by the requirements of a qualifying examination and this resulted in the Institution introducing 
compulsory examinations in 1891 (ibid. pp. 181-2 and p. 193).

The Institution continues its role as an examining body, offering different examinations to suitable 
candidates, which give access to each of its seven divisions. While there may be an element of commonalty 
between certain examination syllabuses at different levels, success in one set of examinations currently gives 
access to only one division.

During the 1960's, the Institution began a system of accrediting academic degrees and diplomas offered by 
British Universities, Polytechnics and colleges, so that graduates and diplomates are exempt the Institution's 
own examinations and are required only to complete the Institution's Test of Professional Competence, as 
are all candidates for membership.

The Institution is likely to reduce its examining role within the short- to medium-term, and retain control 
over the professional education and training of applicants through the medium of the Test of Professional 
Competence and the accreditation of degrees etc. awarded by academic institutions.

The Test of Professional Competence (T.P.C.) is the Institution's principal means of ensuring that only those 
whom it considers competent to carry out the work of a professionally qualified surveyor are admitted to 
corporate membership of the Institution.

The R.I.C.S. considers that, by themselves, the academic skills which it examines (or which are examined 
by other bodies), are insufficient to produce a competent surveyor. This theoretical knowledge has to be 
applied through practical training and experience if professional skills are to be attained.

The T.P.C. is recognised as seeking to ensure that candidates for corporate membership:

a- receive a breadth of practical experience to complement their academic achievement;

"• have an appreciation of professional ethics;
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c. can express themselves lucidly and competently;

d. are aware of the need to pay particular attention to accuracy and essential detail to safeguard the 
interests of employers and clients;

e. acquire a reasonably broad range of pre-qualification experience, as a suitable grounding for 
possible specialisation, so that they recognise the limitations of their range of competence when 
embarking on professional work.

Thus, the routes to qualification (outlined in Appendix X in the Dissertation) cover both examination and 
professional practice, on the principle that a Chartered Surveyor needs to demonstrate both academic and 
practical skills in the subject areas of divisional specialism.

5.7 Continuing Professional Education

The quality of professional education and training required by applicants on entry is expected to be 
maintained during the course of their membership of the Institution. With effect from 1 January 1991, the 
Institution requires at least 60 hours of Continuing Professional Development hi every consecutive period 
of three year (R.I.C.S. 1989A, Bye-law 9 (3) p. 21 and R.I.C.S. 1990, regulations 1 - 6)

Continuing Professional Development is defined (RJ.C.S. 1990. reg. 1) as:

. . . the systematic maintenance, improvement and broadening of knowledge and skill and 
the development of personal qualities necessary for the execution of professional and 
technical duties throughout the practitioner's working life.

Regulations 3 and 4 further identify the activities which comprise Continuing Professional Development, 
which can include research (reg. 3 (e)) and authorship of published technical work or time spent in 
preparation and delivery of lectures in connection with professional or technical meetings (reg. 3 (f)).

5.8 Responsibilities under the Directive

The designation of the R.I.C.S. obliges it to recognise the right of migrants who fulfil the conditions for 
membership required of non-migrants not to be refused membership on the grounds of inadequate 
qualifications and therefore to permit them access to membership of the Institution and to the professional 
tide or designatory letters conferred by it on proof of membership. (European Council, 1989. Art. 7 (1) & 
(3))

Thus, if another Member State regulates a corresponding profession of surveying, its nationals need only 
hold a diploma required for the pursuit of the profession in their own Member State in order to be 
professionally qualified to apply for membership"of the R.I.C.S..

Alternatively, if another Member State does not regulate the corresponding profession of surveying, its 
nationals need to have pursued the profession of surveying full-time for two out of the last ten years, and 
hold a diploma required for the pursuit of the surveying profession in order to be professionally qualified 
to apply for membership of the R.I.C.S.

Thus, the Institution is required to investigate the diplomas held by migrants and their professional 
experience in order to establish whether they are as suitably qualified as U.K. Chartered Surveyors within 
the most appropriate division.

It is clear from the terms of the Directive and the Regulations (refer 43.2 above), that where the matters 
covered by the education and training received by the migrant differ substantially from those required of 
non-migrants by the R.I.C.S., either in terms of examination or professional experience, the migrant can, 
under the terms of the Directive and the Regulations, choose between either:
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(a) an adaptation period (the pursuit of the surveying profession in the U.K. under the supervision of 
a qualified Chartered Surveyor, such period of supervised practice possibly being accompanied by 
further training. This period of supervised practice shall be the subject of an assessment); or

(b) an aptitude test (a test limited to the professional knowledge of the migrant, made by the R.I.C.S. 
with the aim of assessing the ability of the migrant to pursue surveying in the U.K.).

(European Council, 1989. Arts. (3) & (1)) 

5.9 Procedure for the Institution

In order to fulfil its obligations under the terms of the Directive and the Regulations which implement them, 
the R.I.C.S. must be in a position to identify:

a. Member States which regulate the surveying profession;

b. Member States where the surveying profession in the UJL comprises one or more regulated 
professional activities which are not in the profession regulated in the "home" Member State of the 
migrant;

c. Member States where the duration of education and training is at least one year less than that 
required by the RJ.C.S., and that a period of professional experience may be required;

d. Member States where the matters covered by the education and training the migrant has received 
differ substantially from those covered by the RJ.C.S."s examinations (or exempting diplomas) and 
where the adaptation mechanism is therefore appropriate.

In addition, as a designated authority, the R.I.C.S. must:

1. not, refuse to authorise a migrant to take up or pursue the surveying profession on the grounds of 
inadequate qualifications if a migrant has:

a. a diploma, required in another Member State for the taking up or pursuit of the surveying 
profession in its territory, such diploma having been awarded in a Member State, or

b. pursued the surveying profession full-time for two years during the previous ten years in 
another Member State which does not regulate that profession, and a diploma which has 
prepared him for the pursuit of lhat profession. (European Council, 1989. Art. (3) & (4))

2. recognise the right of migrants who fulfil the conditions for the taking up and pursuit of the 
surveying profession to use the professional title of "Chartered Surveyor" and the designatory letters 
of A.R.I.C.S. and F.R.I.C.S., on proof of membership. Qualification for membership of the 
Institution must be applied to migrants only in accordance with the Directive (ibid. Art. 7).

3- complete the procedure for examining an application for membership of the R.I.C.S. as soon as 
possible, and communicate the outcome in a reasoned decision not later than four months after 
presentation of all the documentation. (An appeal against this decision or its absence will be 
available before a court or tribunal in accordance with the provision of national law.)

4- if it is required for the pursuit of the surveying profession in another Member State, provide proof 
that its members are of good character or repute, that they have not been declared bankrupt, or 
suspended or prohibited from pursuit of the surveying profession in the event of serious professional 
misconduct or a criminal offence. Alternatively, such documents may be replaced by a 
declaration on oath made before a "competent judicial or administrative authority".
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5.10 Conclusions

The Royal Institution of Chartered Surveyors is a designated authority, regulating access to the organisation 
aod, through its Rules of Professional Conduct, the professional activities which its members perform.

The activities carried out by Chartered Surveyors are, however, diverse and varied. This results from the 
way the profession has developed within the U.K. over the years. Such development of the profession, both 
in terms of the Institution and the functions it represents has not occurred in other Member States.

Members of the RJ.C.S. do not all perform the same professional activity nor do they have the same
icademic and professional qualifications. The R.I.C.S. groups its members into seven divisions (Building
Surveyors, General Practice, Land Surveyors, Minerals, Planning and Development, Quantity Surveyors and
lural Practice), with each division having its own educational and professional requirements for
malifications. In addition, the R.I.C.S. gives its members designatory titles depending on their activities
athin those divisions e.g. within the General Practice Divisions, there are available Chartered Surveyor,
Chartered Valuation Surveyor and Chartered Valuation Surveyor and Estate Agent (RJ.C.S. 1990, Bye-law
(3) (b)).

he education and training of valuers who are Chartered Valuation Surveyors for the purposes of fhis study, 
that required by the General Practice division of the Institution. This mainstream programme and other 
lucation and training requirements are outlined further in Chapter 5 and Appendix X of the Dissertation.

ie concentration of the research on the education and training of valuers who are qualified as Chartered 
rveyors within the Genera! Practice division can be justified because the Directive specifically identifies 
: Royal Institution of Chartered Surveyors as being a competent authority for the professions which it 
plates. Because valuation is a major activity practised by Chartered Surveyors qualified within the 
neral Practice division of the Institution, the education and training of valuers in the U.K. for the 
poses of the implementation of the Directive is the education and training required by the Institution of 
ifessional associates of that division.

ile there are many routes to qualification, the popular route during recent years is to follow a full-time 
andwich accredited course of studies at degree or honours degree level in a Polytechnic or University 
er Appendix X of the dissertation). However, since "migrants" are to be examined or assessed in the 
ptation mechanism by The Royal Institution of Chartered Surveyors, it is more appropriate to use as 
andard the education and training of valuers who have followed the Institution's own examinations.

ause the Directive regards "migrants" (defined as those entitled to take advantage of the rights available 
:r the Directive) as being suitably-qualified practitioners in their own Member States, the Institution 
loses to adopt a similar approach for the purposes of implementing the Directive to that currently used 
nature practitioners.

i, it is proposed that where a migrant chooses to undergo an aptitude test, that test should be selected 
tally from subjects within the Direct Membership examination diet which are not covered by the 
ma or other professional qualifications held by the "migrant" (RJ.C.S. 1989B, para. 11).

is way, the aptitude test will constitute a diet of examinations which is no more onerous than that 
ied on mature U.K. practitioners and will enable the aptitude test to be integrated with the Institution's 
ag examination arrangements.

problems involved in identifying the subject areas in which a "migrant" is deficient and the 
mentation of the adaptation period are more complex, and are considered later (refer 9.4 beiow).

the major implications of the Directive have been grasped by the Institution, with research being 
taken, both into the implementation of the Directive and into the professions of surveying as they exist 
:r Member States. The work is undertaken at Institutional level, for example, with the establishment 
ub-Commiuce for European and Overseas Qualifications, and within Divisions, such as the work of
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Marion Weatherhead for the Building Surveying Division, outlined in the Introduction to the Dissertation. 
However, the Institution has developed from one which, during the early 19th century required only practical 
experience from its membership, into an examining body and thence into an examination and accreditation 
body which, while examining some students and accepting accredited degrees from others, maWa^ an 
overall control with its Test of Professional Competence. More recently, since 1980, there has been 
post-qualification control exercised by the Institution with the requirement, which is compulsory with effect 
from 1 January 1991, for Continuing Professional Development from all its membership.

There is a probability that the recognition in the Directive that professional qualifications can be obtained 
from both professional examinations and professional practice and a non-cognate "diploma" together with 
professional practice is being perceived by many U.K. practitioners as a lowering of professional educational 
standards and, therefore, a reduction in the quality of professional service which can be offered to the public 
(refer correspondence included in Appendix m to the Dissertation). It is incumbent upon the Institution 
to ensure within the regulations imposed upon it and the regulations which it imposes upon all its 
membership that this does not happen.
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6.0 VALUER

6.1 Chartered Valuation Surveyor

The ability to carry out a valuation is one of the several skills of a Chartered Surveyor qualified in the 
General Practice division (refer Chapters 2 and 5 of the Dissertation).

In fact, such an individual may be permitted to use a designated tide, such as Chartered Valuation Surveyor 
or Incorporated Valuer, which is an indication of membership of the appropriate organisation, radier than 
a specific description of activities undertaken. However, while die Institution protects the tide of Chartered 
Valuation Surveyor (and Chartered Surveyor) and die Incorporated Society of Valuers and Auctioneers 
(I.S.VA.) protects die tide of Incorporated Valuer, die tide of "valuer" is unprotected in die U.K. and there 
is nothing to prevent anyone from describing tiiemselves as a valuer (refer Chapter 4 of die Dissertation).

However, die Directive includes in die definition of a "regulated professional activity" (Art. 1 (d) and 3.2):

... a professional activity ... pursued by die members of an association or organisation die purpose 
of which is, in particular, to promote and maintain a high standard in die professional field 
concerned and which to achieve diat purpose, is recognised in a special form by a Member State 
and:

~ awards a diploma to its members;

~ ensures tiiat its members respect die rules of professional conduct which it prescribes, and

~ confers on diem die right to use a tide or designatory letters, or to benefit from a status 
corresponding to tiiat diploma.

(European Council. 1989. Art. 1 (d))

Since the title of Chartered Valuation Surveyor is protected by die Institution and its Charter, and since only 
Fellows and Professional Associates who are members of specified divisions of die Institution are entided 
to use tiiat title, it is only die designated tide of Chartered Surveyor and Chartered Valuation Surveyor (and 
the otiier designated tides of die Institution) which are regulated and tiierefore recognised as being a 
"regulated professional activity" for die purposes of die Directive (refer Appendix II of tiiis Report).

However, the valuation work carried out by Chartered Valuation Surveyors is no different from the valuation 
work carried out by any otiier kind of valuer, since there is no legal requirement for a Chartered Valuation 
Surveyor to provide a valuation for any given purpose. The only legislation which defines a valuer is die 
Insurance Companies Regulations 1981 (S.I 1981 No. UCx2 1654) (refer 4.2.4 hi die Dissertation) which 
specifies either a Chartered Surveyor or an Incorporated Valuer. In no case is any kind of valuation 
restricted by law to only Chartered Surveyors.

Since a Chartered Valuation Surveyor is not specifically required to undertake valuations to die exclusion 
of any other kind of valuer, die "professional activity" of die Chartered Valuation Surveyor must be 
considered in die wider context of die definition of valuer and die activity of valuation which is pursued.

It is therefore necessary to investigate die nature of die valuation work performed by Chartered Surveyors 
in the General Practice division of die Institution hi order to identify those who perform tie same activities 
in otiier Member States, as well as to investigate die nature of die education and training of Chartered 
Surveyors b die General Practice division in order to establish die scope and content of die education 
necessary for die Institution and against which that of migrants who apply to become Chartered Surveyors 
within the General Practice division must be compared.

Since the skills of the Chartered Valuation Surveyor are not grouped in the other Member States in die same
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way (refer below sections 7 and 8), nor are they examined and controlled by organisations in the same way 
as that provided by the Institution in the U.K., a more general definition of valuation must be used to 
identify the activities (and therefore the profession) of valuers in other Member States, regardless of what 
they call themselves, who represents them or how they gain their professional qualifications.

62 "Valuation" Defined

"Valuer" is poorly defined in texts, with more attention being paid to the definition of "valuation" and the 
"value" which is produced.

In defining the valuer for the purposes of the Directive which considers the activity of the professional, it 
is, therefore, logical to consider the activity of "valuation" as being a means of defining the "valuer" who 
performs that activity.

63 "Valuation" Defined for the Study

Based on the definitions referred to in Chapters 3 and 4 of the Dissertation and for the purpose of this 
study, a valuation is defined as a statement of opinion of the monetary worth of an asset by a recognised, 
skilled and experienced practitioner, atapointin time, reflecting prevailing market conditions and within defined 
criteria.

It is essential that the valuation be recognised as an opinion of value and not solely as the result of a 
manipulation of figures following a predetermined formula.

This is, therefore, a working definition which will encompass all the situations when a valuation is required 
while riitringiiifihiTig it from a mere mechanical calculation which requires none of the attributes recognised 
as being essential for professional activity of valuation.

6.4 "Valuer" Defined

There are no requirements for a valuer in the U-K. to have any academic, professional or practical 
experience. Anyone can be described as a "valuer" and can, with certain exceptions, be employed to 
produce valuations.

However, there are employers such as Government departments, Local Government offices, Building 
Societies and other public and private practice organisations which will employ only "qualified" valuers who 
are identified by the holding of professional qualifications of either Chartered Valuation Surveyor or 
Incorporated Valuer, on whose valuations they can rely because of the skill, experience and competence 
which is inherent in those qualifications. It is such individuals to whom the title "valuer" refers in this study.

It should also be pointed out that while anyone can be a "valuer", only corporate members of the R.I.C.S. 
can be Chartered Valuation Surveyors (being Chartered Surveyors qualified within the General Practice, 
Planning and Development or Rural Practice division, although the research is limited only to those qualified 
within the General Practice division) and only corporate members of the I.S.V.A. can be Incorporated
Valuers.

Thus, while the activity of valuation is freely available to anyone, the designations of Chartered Valuation 
Surveyor (and Chartered Surveyor) and Incorporated Valuer are protected, and the Institution and the 
Society can prevent, in the courts, anyone who is unauthorised from using these titles. In this way, the 
exclusiveness of the designatory titles can be used to uphold professional standards, to protect the public 
and consumers and to establish, preserve and publicise the skills of the membership.

There are authoritative definitions of "valuer", most of which seem to relate to valuers who produce 
valuations for a specific purpose, rather than to property valuers in general, and while these may provide 
some guidance, further details relating to what a valuer does and how a valuer carries out that function may 
provide additional information. For example:

23



Qualified Valuer (1) One with an appropriate academic or professional qualification and 
suitable experience in valuing land or chattels. (2) For the purpose of asset valuations 
"... a Corporate Member of the Royal Institution of Chartered Surveyors or the 

  Incorporated Society of Valuers and Auctioneers, or the Rating and Valuation Association 
[Institute of Revenues and Rating Valuation], with appropriate post-qualification experience 
and with knowledge of valuing land in the location and of the category of the asset." (RICS 
Guidance Notes on the Valuation of Assets). A somewhat lengthier definition is to be 
found in Regulation 37 of the Insurance Companies Regulations 1981, (SI 1981, No 1654).

(Jones Lang Wootton 1989, p. 147)

For the purpose of this study, therefore, a valuer is someone who carries out a "valuation" of landed property 
for any purpose. With the definition of "valuation" as:

a statement of opinion of the monetary worth of an asset by a recognised, skilled and 
experienced practitioner, at a point in time, reflecting prevailing market conditions and 
within defined criteria (refer 63 above).

it follows therefore, that a valuer must:

a. be recognised;

b. be skilled;

c. be experienced;

d. be in practice as a valuer;

e. have knowledge of prevailing market conditions; and

f. understand and work within the criteria defined for the particular purpose for which the valuation 
is required.

6.5 Skills of Chartered Surveyors in General Practice

The General Practice division of the Royal Institution of Chartered Surveyors is the division to which most 
valuers belong. Although there is an element of valuation skill available to the members of the other 
divisions, such as Minerals and Rural Practice, it is within the General Pracdce Division that most valuers 
are educated, their professional activities controlled and represented.

The activities of Chartered Surveyors within the General Practice division are identified are being:

Arbitration; Estate Agency: of residential, commercial and industrial property; 
Auctioneering; Valuation of property, plant and machinery, furniture, works of art, 
antiques; Advice on property rating, taxation, insurance and compensation; Advice on town 
planning; Property management; Feasibility studies for development projects; Investment 
consultancy, Portfolio management; Project management; Expert evidence; Investment and 
financial services; Structural surveys of houses and other simple structures; Housing 
management; Advice on landlord and tenant matters including rent reviews.

(R.I.CS. 1991, p. xv)

All these areas of expertise exist within the General Practice Division: however, not all Chartered Surveyors 
within the General Practice Division are professionally educated or trained in all these areas. The General 
Practice Division offers a 'main stream' route to qualification, with options, for those interested in certain
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specialisms.

Such options include Chattels, Housing and Plant and Machinery. Such specialisms are omitted from this 
study and the research concentrates on the Divisional areas of expertise which are expected from a 
corporate member of the RJ.C.S. who has successfully completed the 'main-stream' examination route.

Thus, with this modification the areas of expertise within the main-stream of the General Practice Division 
are:

Arbitration; Estate agency: of residential, commercial and industrial property; 
Auctioneering; Valuation of property; Advice on property rating, taxation, insurance and 
compensation; Advice on town planning; Property management; Feasibility studies for 
development projects; Investment consultancy; Portfolio management; Project management; 
Expert evidence; Investment and financial services; Structural surveys of houses and other 
simple structures; Advice on landlord and tenant matters including rent reviews, (ibid)

It is evident that the professional activity of Valuation occurs in many of these areas of expertise, although 
it is not recognised as an activity in its own right.

In fact, it is suggested for the purposes of this study, that these areas of expertise can be grouped, broadly, 
under the headings of Agency, Development, Management, Planning and Valuation, and the activity of 
Valuation identified as occurring in the following:

Arbitration; Estate agency: of residential, commercial and industrial property; 
Auctioneering; Valuation of property, Advice on property rating^ taxation, insurance and 
compensation; Investment consultancy; Portfolio management; Expert evidence; Investment 
and financial services; Advice on landlord and tenant matters including rent reviews, 
(ibid.)

However, since the Institution will require evidence of formal professional qualifications from valuers from 
other Member States who wish to apply to join the R.I.C.S. comparable with that required of a non-migrant, 
it is logical to compare the education and training of "mainstream" General Practice corporate members with 
that held by migrant applicants.

It is, thus, necessary to establish the route(s) to qualification open to 'main-stream' corporate members, 
in order to provide a standard against which the professional education and training of 'migrant' valuers 
can be judged. (Refer Appendix X of the Dissertation).

6.6 Conclusions

The education of valuers, defined as being members of The Royal Institution of Chartered Surveyors, is 
based on a level of higher-education acquired after at least three years' study. It comprises a series of 
academic examinations on subjects specifically related to the professional functions of the valuers and can 
be undertaken either in an academic environment or by following part-time study during full-time 
employment.

In addition, having successfully completed the academic courses, the candidate is required to undergo a Test 
of Professional Competence, being a period of supervised work experience which is monitored and tested 
both in a written submission and in an interview.

The level and complexity of the education and training of valuers in the UJC. (as outlined above) has 
resulted both from the needs of the British property market which requires such skills from its professionals 
and from the professional organisation which awards the recognised qualification, in its desire to maintain 
tie high calibre of professional membership, professional status and client and public protection.

The identification of a valuer in the UJC. is however very subjective, depending on who is making the
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identification and for what purpose.

The choice of valuer will probably depend on the qualifications held and, in seeking to employ a valuer such 
organisations as local authorities and Post Office Counter seek "appropriate RJCS or Is'vA 
qualifications" ([1991] 03 EG 182-191). " '' L-*- v^-

There are two main examining bodies to which valuers in the UJL belong, The Royal Institution of 
Chartered Surveyors and the Incorporated Society of Valuers and Auctioneers. Their prominence in the 
employment market can be seen in the Appointments pages in the professional press, which identify valuers 
in relation to their professional qualifications.

The education and training of such valuers in the U JL are outlined in Chapter 5 of the Dissertation,

However, the essential qualities of accuracy and professional competence are presumed to be inherent in 
the quality of work produced by the valuer. The valuer should be aware of the duty of care owed both to 
the client and to the wider public. Clients and the public both expect a high deeree of competence and 
skill from professionals performing the skills for which they have been educated an"d for which they expect 
a fee.
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7.0 VALUATION PROFESSION IN FRANCE

7.1 VALUATION PROFESSION

The valuer in France is identified in relation to the activities which are performed in the UJC by valuers and 
thereby identifying who in France performs that function. No attempt was made to translate the word 
"valuer" into French and to identify the individual in that way, since the principle on which the Directive is 
based is comparability of professional activity and it was necessary to avoid the danger of identifying 
individuals who are called "valuers" but who do not in fact perform "valuation" as defined for the purpose 
of this study.

As a result of this methodology (refer 2,4), the activity of valuation in France can be identified as existing 
in three r" a 'n professions: expert, estate agent (agent tmmobilier). and property manager (admiTiistrateur 
de biens).

In addition, information is provided regarding the profession of the conseil juridique, which, while not being 
a valuation profession, provides in France much of the legal advice which would normally be provided by 
a U JC valuer.

12 Expert

The title of expert is strictly applied to an individual with a right to present expert evidence before a 
tribunal. Such an expert is an expert in a particular specialism, valuation being one of the specialisms for 
which the tribunals require evidence.

The title of expert is not regulated hi France. However, the term is correctly applied only to someone who 
is accredited by the tribunals as being appropriate to present expert evidence in court.

12.1 Professional Activities

The presentation of expert evidence before a tribunal is, therefore, limited to individuals appointed to the 
courts for such a purpose - experts ague's par les tribunaux.

The responsibility of the expert agree par les tribunaux is to the court which gives the appointment and the 
instructions to provide the valuation. By the very nature of the work, the expert is independent of the 
parties to the case. Although the court to which the expert is appointed may be hi one part of France, the 
expert is able to value any property within the Republic, relying on detailed legal knowledge and valuation 
skills, and using local contacts to provide any local comparable market evidence necessary (Bohl, 1989).

There is no formal method of becoming appointed by the courts, the reputation of the individual and the 
preferences of the members of the courts being the deciding factors (Bohl, 1989). .

The tide expert is not protected (except in the case of experts agricoles et fonciers - refer below (e)) and 
there are no academic courses which produce experts.

Experts are concerned with estimating open market value - la valeur v6nale within the context of a detailed, 
analytical professional valuation of any property in France. An expert can be defined as being "responsible 
for evaluating legal rights in landed property the definition of which is the responsibility of a lawyer" (Bohl, 
1989).

However, experts do not work in the open market and do not, therefore, have an up-to-date knowledge of 
market prices from first-hand experience.

French professionals have an aversion to commerce, apparently akin to the British intellectual's aversion to 
working in industry (Bohl, 1989). The result of this is that experts do not operate in the open market as 
estate agents and do not, therefore, have first-hand knowledge of open market transactions.
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This does not, of course, prevent careful research and consultation which provides appropriate, although not 
first-hand, market information on which to base a valuation.

There are several different kinds of experts who perform valuations for varying purposes:

a. experts in tax administration - officials who evaluate for tax purposes, administration accounts in 
property management and who are employed by the inspecteur de la fiscalit6 immobilier et les 
inspecteurs des domains:

The recruitment policy is to employ those with a deuxieme cvcle (refer Appendix VI of this Report) 
law qualification and to provide 'in-house' training within the French tax administration;

b. experts de credit fonder - large organisations of mortgage credit. In the case of banks which 
employ such professionals, a degree of control is exercised by the Ministry of Finance.

Such organisations recruit in open competition from those with a deuxieme cvcle diploma (refer 
Appendix VI of this Report) or who have graduated from university or from one of the grands 
6coles. On entry, successful candidates are trained "in-house";

c. experts agre'es par les tribunaux - as mentioned above, only such experts are permitted to present 
expert evidence before the courts.

Such an expert is appointed by a magistral with no constraints on the nature of the individual. 
Thus, the appointment is based purely on reputation;

d. experts d'entreprise employed in private offices grands cabinets under reputable, well-known names.

Such employers are free to follow their own recruitment policy and they appoint individuals with 
a generally high level of academic education e.g. a law degree, and good character and family and 
to provide vocational training "in-house" (Marx, 1989);

e. experts agricoles et fonciers who are expert valuers listed by the Ministry of Agriculture and who 
possess the only designation which is protected by law (Bohl, 1989).

It is important to distinguish from the above estate agents who want to be experts. Estate agents cannot 
also be experts, probably because none of the above employers would accept such individuals who wished 
to continue their agency practice and because the tribunals would not permit an estate agent to become 
agree par les tribunaux because of the loss of independence of opinion (Bohl, 1989).

Although it is necessary for estate agents to perform some valuation by the nature of their agency function, 
their valuation skills do not raise them to such a level of skill and they are, therefore, more appropriately 
called evaluateurs (Bohl, 1989).

An expert can be distinguished from an eValuateur in the nature of the valuation work undertaken. 
Evaluateurs carry out simple comparative valuations within the limited locality in which they practice, 
because they do not possess the legal knowledge to be effective in complex cases, nor in other locations 
(ibid.)

Evaluateurs who are also estate agents, are likely to have a very good knowledge of market prices and 
conditions (ibid.).

122 Professional Education

There is no requirement for professional education in order to become an expert in private practice in 
France. Almost by definition an expert qualifies by experience. ("Expert, 'ca veut dire I'expdrience" 
(Marx, 1989)).
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However, the experts who recruit junior members of staff with a view to training them to become experts 
would require graduates with either law or economics degrees from a "good" university, and who are from 
a "good" family and who have a "good" character. The emphasis is, therefore, placed on a high level of 
tertiary education and the ability to train that individual in valuation in-house. Such experts express the view 
that there is no advantage gamed from employing someone with an advanced (or even basic) knowledge of 
property or valuation. Indeed, there is a positive advantage in being able to ensure that an employee is 
trained in the methodology of the employer and does not have any preconceived ideas about the work 
(Marx, 1989).

723 Professional Organisations

The profession of valuation is not represented by any major organisation in France. However, in its ten 
years of existence, the Institut Francais des Experts Immobiliers (I.RE.I.) has gained prominence (Hayter, 
1989) as an organisation for experts in property. Membership is by invitation only, and the organisation 
provides seminars and an opportunity for an exchange of technical information as well as a focus for 
international co-operation.

The I.F.E.I. does not examine its membership, indeed membership is available by invitation only. 

73 Agent Immobilier

The profession of estate agency is regulated in France by the State, which imposes a licensing requirement 
on ai who wish to pursue that profession. (F.N_AJ.M., 1988).

An estate agent, an agent immobilier, performs much the same function in France as in the U.K. i.e. the 
buying and selling of landed property on behalf of a principal. Such an activity is not combined with 
so-called "professional work" Le. the valuation of property for other purposes, such as investment, mortgage, 
taxation etc. work (Bohl, 1989).

Indeed, in some cases, such as that of the conseil juridioue. the regulation of the profession expressly forbids 
commercial operations (des actes de commerces), as being incompatible with the independence and 
professionalism of the individual.

The result of this is that estate agency is not combined with any valuation work which does not result in a 
sale, letting etc. of a property nor with any legal advise from a conseil iuridioue which must be offered 
independently.

73.1 Regulation

The statutory licensing requirement is imposed by the loi du 2 ianvier 1970 called the loi Hoguet and its 
d6crets d'application (FJ_A..B.d., 1988). A state licence, specifically la carte professionnelle Transactions 
sur immeubles et fonds de commerce" is essential for anyone wishing to practice as an estate agent.

The carte professionnelle is obtained from the preTet and is renewable annually (F.I.A.B.C.I, 1988). In 
order to obtain such a carte professionnelle. under la loi du 2 ianvier 1970 Hoi HoguetX as amended 
(F.NA.I.M., 1988), it is necessary to:

a. hold professional qualifications, defined as being either a diploma; diploma and professional 
experience; or professional experience;

b- obtain a financial guarantee, a minimum of which is laid down for members of F.N_A_I.M.;

c- obtain insurance cover for professional civil liability - responsabilit6 civile professionnelle:

"  provide an extract of an entry in the commercial register - reeistre du commerce:
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e not be legally disqualified from practising; and

f contact the local prdfecture whicli grants or renews the carte as appropriate.

"32 Professional Qualifications

There are three ways available to justify the professional qualifications necessary for a carte professionnelle 
(refer Appendix V of this Report), and only two of these involve academic qualification. It is evident from 
the list of diplomas which give direct access to the professional qualification that no specific 
property-oriented academic skill is required.

Thus, a general level of academic education, rather than a specific vocational academic qualification is 
necessary and the standard necessary can be obtained either by academic examination or by experience or 
by an appropriate combination of both.

However, because the activity of estate agency is regulated in France, it sesms likely that the holding of a 
carte orofessionnelle must be accepted by competent authorities without further inquiry, as indicating a level 
of professional skill, regardless of the route taken to achieve the necessary professional qualification.

133 Professional Organisations

The F6d6ration Nationale des Agents Immobiliers. Mandataires en vente de fonds de commerce 
(F.NA.I.M.), now called the Federation Nationale de rimTnobilier is an organisation which includes both 
estate agents and property managers.

The F.NA.I.M. does not examine its applicants, nor does membership of it constitute a professional 
qualification i.e. membership of the F.N.A-I.M. is not recognised by the prefecture as indicative of holding 
a professional qualification sufficient to permit a member to practice as an estate agent. It is the holding 
of a state licence - la carte professionnelle - which will grant the right to practice. Membership of the 
professional organisation has other advantages.

The F6d6ration Nationale de I'lTnffiobilier (RN.AJ.M.) was established about 30 years ago and has a 
membership in excess of 6300. Of these, the vast majority (5,800) are estate agents (agents immobiliersl. 
with property managers (administrateurs de biens. syndics de copropri6t6) and mandataires en vente de 
fonds de commerce being the other main activities of its members (F.N.A-I.M., 1988).

In addition to a unified voice representing the property profession, the F-N.AJ.M. describes itself as:

la premiere Organisation svndicale de rimmobilier (ibid.) 

with the following objectives (F.N.A.I.M., 1988):

a. to assist businesses with its judicial and fiscal service covering all day-to-day problems confronted 
by professionals hi their professional capacity and to inform them, particularly of the introduction 
and application of any new legislative or fiscal subject;

b. to place at the disposal of its members printed documentation and registers produced by its 
Commission Juridique:

c. to institute courses for professional education and a permanent up-dating service for professional 
principals as well as their associates;

d- to inform the public of the services offered by organisations qualified to ensure: 

regular property or commercial transactions and their locations;
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~ an active and exploratory management of property, particularly in matters of 
energy conservation;

~ a preventative approach to maintenance of the built environment and an exact and 
competent expertise;

e. to publish periodically two reviews addressed to all professional members of F.N.A.I.M.:

~ the monthly Informations F.N.AJ.M. Juridioues et Pratiques (8,000 copies printed) which 
includes a section Petites Annonces:

~~ the bi-monthly Perspectives Immobilieres relating to political and syndical activities (15,000 
copies printed), which is aimed at professionals, public authorities and leaders d'opinion.

f. to provide various social covers - couverture sociales - including unemployment pay, retirement 
plans etc.;

g. to provide a "Service Plus" which guarantees payment of rent, charges, taxes, etc and which is 
designed to enable an F.N.A.I.M. member to attract a larger client base; in addition, the F.N-A..I.M. 
offers a guarantee (minimum 500,000 FFr) which covers all its members against professional civil 
liability for funds deposited.

The F.NA.I.M. also offers (F.NAJ.M., 1988), courses ("Centre de Formation Professionnelle F.N.A.I.M.') 
at two levels:

a. elementary courses - aimed at those seeking employment or promotion in property agency, or those 
who wish to take the state diploma of Certificat d'Aptitude Professionnelle:

b. specialist courses - aimed at those wishing to sit the state diploma of Brevet Professionnel (This 
diploma, together with two years experience with a detenteur de la carte professionnelle sollicitee 
is one of the ways of gaining a carte professionnelle for the practice of either estate agency or 
property management); at those who intend opening an estate agency and who hold diplomes 
which are recognised as being a professional qualification (refer Appendix V hi this Report) and 
who want to acquire technical skills; at associates collaborateurs and employees seeking promotion; 
and at practitioners who wish to improve or maintain their knowledge and, eventually, extend their 
activities (in such a case, some reduction hi the study programme may be permitted).

The F.N.A.I.M. is a association of interested businessmen which attempts to further and augment their 
interests, rather than what in the U.K. would be recognised as, a professional organisation.

If a similarity does exist, it is between the F.N.AJ.M. of today and the R.I.C.S. prior to 1881 (the date of 
the grant of a Royal Charter - with compulsory examinations being introduced hi 1891), and the F.N.A.I.M. 
is only too aware of its own potential, to examine, regulate and control its membership, to be exclusively 
concerned with and consulted by the State and other bodies on matters of agency and to achieve the status 
accorded both nationally and internationally to the R.I.C.S.

With the R.I.C.S. as a 'role-model', and with the implications of 1992 imminent, the F.NA.I.M. is looking 
(Pomportes 1989) to make further progress to achieve its desired undisputed status of:

la premiere Organisation svndicale de I'immobilier (F.N.A.I.M., 1988)

7-4 Glrant Immobilier

Property management hi France is regulated by the State and, as for estate agency (refer 73 above), it is 
a service for which a state licence, a carte professionnelle is required.
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In 1984, 6,452 individuals held the carte professionneUe for property management, of which 4,869 also held, 
tlig rarte professionnelle required for estate agency. (Lesourne & Desjonqueres, 1985, p. 21)

7.4.1 Regulation

Like the activity of estate agency (refer 73.1 above), the activity of property management - la gestion 
jmmobiliere - is regulated in France by the loi du 2 ianvier 1970 - la loi Hoguet which requires that the 
practitioner obtains a carte professionnelle "Gestion Immobiliere'' from the pr6fet, in addition to the 
following (Lesourne & Desjonqueres, 1985, p.17):

a. holding professional qualifications, defined as being either diploma; diploma and professional 
experience; or professional experience and

b. obtaining a financial guarantee; and

c. obtaining insurance cover for professional civil liability -responsabilite' civile professionnelle: and

d. not being legally disqualified from practising.

7.42 Professional Qualifications

A state licence, specifically la carte professionnelle "Gestion Immobiliere" is essential for anyone wishing 
to practice as a property manager gfrant d'immeubles. svndic de coproprie'td.

The legal requirements for such a carte professionnelle are the same as those outlined for an estate agent, 
(refer Appendix V in this Report), with a minor variation.

Thus, as for estate agency, there are three ways available to justify the professional qualifications necessary 
for a carte professionnelle and no specific property-oriented academic skill is required. Once again, a 
general level of academic education together with professional practice to compensate for a lower academic 
qualification, rather than a specific vocational academic qualification together with professional practice is 
required.

7.43 Professional Organisations

Although the F.N.AJ.M. considers that the skills of its membership include that of property management, 
(refer 733 above) the Conf6d6ration Nationale des AHminktrateurs de Bieas (C.N-AJ3.) is the organisation 
which specifically represents the interests of property managers in France.

The activities of the C.N.A.B. are described (Lesourne and Desjonqueres, 1985, p. 13-4) as:

a. management for owners of property - gestion d'immeubles pour le comote des proprietaires. La 
gestion ou 1'administration d'un immeuble is defined as the receipt of rents and the maintenance, 
conservation and improvement in the property within the legal framework either for oneself or for 
others. Gdrant and ariministrateur d'immeubles are synonyms. Property managers receive their 
authority by written mandate and remuneration is based on a percentage of the property's revenue.

b. co-ownership management - svndic de co-proprie'te'. This is described (ibid.) as follows: when 
properties are in joint ownership [presumably as in the case of several individuals holding the same 
interest in the same property], the joint owners usually employ an administrateur de biens to fulfil 
the responsibilities of the svndic as their agent. Elected by an assemblde g6n6rale, the svndic is 
responsible for ensuring that the joint ownership responsibilities are observed and that their 
decisions are implemented. The Property Manager manages and maintains the building, in eluding 
the common parts; holds the funds of the svndic and seeks payment from those joint owners who 
are b arrears. In return, the remuneration is fixed, voted by the assemble g6n£rale within the 
regulations laid down by public authorities.
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In addition to the two main functions of the property manager, the following are also identified as
ancillary:

c. estate agency - transaction immobiliere.

d. management of deposits - Eestion des foods.

e. property valuation - expertise immobiliere.

Despite the very definite nature of the two main functions described above, the diversity of the range of 
services offered is identified (Lesoume and Desjonqueres, 1985. p. 15/6) as producing a heterogeneity of 
offices, although it is recognised (ibid. p. 16) that several offices specialise in one or more of the range of 
skills identified.

It is, however, acknowledged that there is a disparity of competence and quality of services available (ibid.)

However, since the profession of property management is dependent upon obtaining a carte professionnelle. 
and not on the membership of a professional organisations, other associations can be identified as 
representing the interests of property managers. Mention has already been made of the Fed6ration 
Nationale des Agents ImmobLliers. Mandataires en vente de fonds de commerce (F.N-AJ.M.) hi relation to 
the profession of estate agency. In addition, there is a Svndicat National des Professionals Immobiliers 
(S.N.PJ.) which, with a membership of 3,300, includes some 850 property managers (Lesoume &. Desjon 
queres, 1985, addendum to pages 20-23) and which represents its membership on several committees, 
including chambers of commerce and industry.

7.5 Conseil Juridioue

A conseil iuridioue provides much of the legal advice in France which a Chartered Valuation Surveyor would 
provide in the U.K.

A conseil juridioue provides advice on the legal aspects of such matters as building legislation, (but not on 
building regulations), insurance (with the policy being dealt with by insurance brokers), property contracts, 
landlord and tenant matters involving commercial lettings, town and country planning, property taxation, 
investment, compulsory purchase, a legal audit of companies, mortgage contracts and rent reviews. In 
addition, conseils iuridiques provide a legal consultancy investment service and a legal portfolio management 
service. (Austin, 1989).

However, a conseil iuridique is unable to draw up mortgage documents, etc. for which a notaire is required. 
In this way, advice of the conseil iuridioue can be compared to the advice of a Chartered Valuation Surveyor 
advising a client, prior to the official drawing up of the legal documentation which, hi France is produced 
by a notaire and in the U.K., by a solicitor.

73.1 Regulation

The title of conseil iuridioue is protected and regulated by a 1971 statute, as amended (la Loi N. 71-1130 
du 31 decembre 19711. The title conseil juridioue (or conseil fiscale) is available to those who do not 
belong to a legal profession or to a profession which is regulated, with a protected title and who give, a titre 
professionnel consultations or who redigent des actes pour autrui en matiere iuridioue. They are registered 
on a list established by the procureur de la R6publioue.

The profession of conseil mridioue is incompatible with all activities which 'impair the liberal character of 
this profession and of the independence of those who exercise it. In particular, it is forbidden for a conseil 
jaridioue to trade (fake des actes de commerce). (Kahn-Freund and Others, 1979. p. 297, citing art. 56 
of the 1971 statute.)

Registration on the list established by the procureur de la Reoublique takes place, once the following are
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obtained (Kahn-Freund and Others 1979. p. 297):

a. academic qualifications, such as a licence or a doctorat en droit or equivalent;

b. a period of professional experience;

c. the conditions of moralite" required of avocats. - these include not having been a bankrupt. (Art. 
54, 1971 statute, as amended)

Conseils iuridiaues must provide insurance guaranteeing their civil professional responsibility, for negligence 
and faults committed during the exercise of their functions, as well as a guarantee specially set aside for the 
reimbursement of deposits, funds, or moneys received. (Kahn-Freund and Others, 1979. p. 297, citing Art. 
59 of the 1971 statute.)

7.5.2 Professional Qualifications

The normal entry qualifications are contained hi the Conseil Juridioue. Usage du titre. Organisation de la 
profession. Liste des conseils iuridioues. 11, 1982, pages 12/18 which also provides the details as to the 
procedure, requirements etc. to register as a conseil iuridioue.

Academic qualifications such as a maitrise en droit (being a degree, awarded on completion of the second 
year of stage II studies at an university, in law); and their equivalents, such as a licence en science 
economioues. and all second deuxieme cvcle national diplomas (refer Appendix VI of this Report); entitled 
their holders to apply for registration.

In addition, at least three years professional practice hi consultation and hi the drawing up of deeds 
(redaction d'actes en matiere iuridiaue)is required of the applicant, hi the capacity of a collaborates 
(amongst other capacities) of a registered conseil iuridioue.

Professional practice is proven by an employer's certificate which must specify the duration of the relevant 
experience, the nature of the work undertaken and the employer's observations on the manner hi which the 
applicant has performed these duties. The work must have been rearuh'ere (correct) and completed on time, 
and payslips may be attached to the employer's certificate to prove that normal working conditions have 
been observed, including remuneration.

Because of the nature of their qualifications, the following are exempt the qualifications conditions 
mentioned above: former members of the Conseil d'Etat. of the Cour des comptes, former magistrats de 
1'order iudiciaire. former teachers and lecturers hi law, economic science and management etc.

In the absence of any of the above diplomas, access to the professional of conseil iuridioue is open to those 
with 15 (or hi some cases 10) years professional practice hi the profession. Entry is by examination, the 
syllabus of which is fixed by the arret 30 juillet 1976 as covering le droit civil, le droit commercial g6neral. 
le droit des groupements. le droit de la construction, le droit social, le droit fiscal et 1'organisation iudiciaire 
(Conseil Juridioue. 1982, para. 52.)

7.SJ Mutual Recognition

Since conseils juridioues provide legal advice hi several of the areas of expertise recognised by the General 
Practice division of the R.I.C.S., a conseil iuridioue, is one of the professionals who might seek to use the 
Directive in order to work hi the U.K. and join the R.I.C.S.

In order to benefit from the rights under the Directive, it is necessary to perform a "corresponding 
profession," defined by the U.KL Regulations (Appendix IV in this Report) as a profession in another 
Member State which includes a substantial number of the professional activities comprised hi the profession 
m the home Member State. It is, therefore, essential to prove equivalence hi certain areas of professional 
activity. A greater degree of similarity must therefore exist between the migrant and the profession practiced
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in the "home" member state than seems to exist between the conseil juridique and the Chartered Valuation 
Surveyor.

couseD juridioue provides the legal knowledge on which valuation and management decisions are based 
and within which agency and management can be practised. However, the actual skills of Chartered 
Surveyors qualified within the General Practice division, it may be argued, are not those of a conseil 
juridiaue, although they are based on (and cannot be exercised without) those skills. A useful analogy 
would be that of economics, which underlines the majority of the valuation and management decisions taken 
but, when a comparison is made of the profession of a economist and a Chartered Valuation Surveyor, little 
commonalty exists.

In addition, being a Chartered Valuation Surveyor is incompatible with the profession of conseil iuridique. 
since conseils iuridioues are specifically excluded from commerce, so that agency is a function they are 
prevented from exercising.

For this reason, while it is recognised that conseils iuridiques perform some of the functions of Chartered 
Surveyors, they should not be recognised as being even partially qualified as Chartered Surveyors and should 
not be able to use the Directive to qualify as Chartered Surveyors.

7.6 Academic Education for Valuers

The research has identified no academic education aimed specifically at the education of property valuers 
available in France.

However, Appendix VI in this Report details courses specifically related to property in France and which 
include an element of valuaton.

7.7 Conclusions

The profession of valuation in France is not regulated nor is it practised in the same way as in the U.K. 
This should not be surprising, since the professions have developed separately and independently responding 
to market and national needs and becoming adapted to changing market and national needs as and when 
they arose.

In contrast, access to the professions of estate agency and property management are licenced by the State, 
with a requirement for professional qualification to be met before the licence is granted. This reflects the 
relative maturity of the professions.

There are many ways of obtaining the necessary professional qualifications, although the following are usual 
(Lesourne & Desjonqueres, 1985, p. 79-80):

1. internal training within an employing organisation. This is usual within large organisations 
employing specialists. In private offices of experts, professional education is gained by experience 
(Marx, 1989) and by in-house training programme such as those organised by government 
ministries (Bohl, 1989);

2. courses offered by professional or interprofessional organisations, such as Association des 
Proprieties pour rOptimisation de la eestion. de TEntretien et de TExploitation des immeubles 
(A.P.O.G.E.E.), which offers education in management, maintenance and use of property;

3- professional education centres linked to associations, such as F.N.A.I.M. (refer 733), and C.N.A.B., 
which offers a preparatory instruction by correspondence courses leading to the CAP of property 
management, and then to a niveau superieur sur le brevet professionnel and a continuous education 
which takes the form of seminar presentations and is over-subscribed. In addition, C.N.A.B. 
organises study days and conferences on topics of interest.
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Traditionally, however, professional education was minimal, with individuals "learning on the job" ("ajjjjns 
sur le pas"'), in much the same way as members of the R J.C.S. acquired professional skills before 1891 when 
professional examinations became compulsory.

In the 1970's, an attempt to make entry to the profession of administrateur de biens subject to an 
examination failed, much to the regret of certain observers who considered that such an entry condition 
would have solved many problems resulting from the lack of competence identified in matters of law, 
technical skills and accountability (Lesourne & Desjonqueres, 1985, p. 81). In addition, they considered 
that such an entry condition would attract high quality young applicants to the profession, as well as 
improving the image of the profession.

However, the influence of the market is becoming increasingly international and, with the Directive and its 
implementation taking effect from 4 January 1991, home markets will change and nationally-established 
criteria of professional qualifications must inevitably change to service the evolving property industry.

Mutual recognition of diplomas which give access to professions requires an acceptance of the commonalty 
of the end result of the professional, not the route taken to qualification. However, it has been 
demonstrated that to gain the carte professionnelle necessary to practice as, for example, a property 
manager, professional qualifications can be achieved either by a diploma (as defined for the purposes of the 
Directive) or entirely by professional experience. The Directive applies only to professionals who hold a 
diploma (as defined), and the rights it confers are not, therefore, available to professionals who do not bold 
a diploma. It seems, therefore, that by strictly interpreting the terms of the Directive in relation to property 
managers in France, for example, that an investigation is necessary into how their professional qualification 
was gained and only those who hold an diploma (as defined) are entitled to benefit from its rights.

This is likely to create a "two-tier" professional qualification for property managers and for others where 
professional qualification is achieved either by diploma or by experience alone, with only those who hold 
a diploma being able to look to a Europe-wide employment market, while those qualified uniquely by 
experience will remain with only a nationally-recognised qualification.

The impact which this will have on the professions themselves is yet to be seen, but it can be speculated that 
there will be increased, pressure for "diploma only qualifications from those who recognise Europe as the 
employment market and the advantages to be gained from ensuring that their qualifications are perceived 
as being of sufficient quality to attract Europe-wide demand.
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8.0 VALUATION PROFESSION IN OTHER MEMBER STATES

8.1 Methodology

A modified version of the methodology outlined in the Introduction (2.4) has resulted in the following 
information- The variation in the research methodology used, the need for the professional activities of 
valuation, the structure of the profession of valuation and its ancillary activities of property management and 
agency, and the different roles undertaken by professional organisations and educational bodies have 
necessitated a more flexible approach to the presentation of the valuation professions in other Member 
States.

The division of each country into an overview of the activity and its performance, its regulation, the necessary 
professional qualifications, professional organisations and the education and training of valuers in that 
Member State provides a basis for comparison.

8.2 Belgium

Valuation in Belgium is not limited to one particular professional group, with geometres-experts immobiliers. 
architectes, agents-immobiliers, agents dc I'Etat and notaires being involved in valuation work, often in 
specific cases. The valuation work of the architecte is limited to the estimation of costs of construction and 
is, by definition, excluded from this study, although on a regional basis, architects are usually appointed by 
the courts to assess rental or capital value (Questionnaire, refer Appendix I in the Dissertation).

Similarly, the valuation work of the notaire is limited to a certification of the value of any landed property 
contained within a notarised document. This, too, is excluded from the definition of valuation for the 
purposes of the study (De Graeve, 1988).

The work of property management may be carried out as a main activity or as a "side activity" by a number 
of other professions, such as engineers, lawyers, architects or estate agents (Questionnaire, refer Appendix 
I in the Dissertation)

Certain activities are restricted to particular professions. Thus, it is not possible for a project manager to 
make a submission for planning permission without the signature of an architect on\the plans (ibid).

Valuers in private practices in Belgium carry out valuation work, including the valuation of fixed assets, 
purchase and sale, mortgage and fire insurance. There is little valuation work for local and national 
taxation purposes or for compulsory acquisition for private practice valuers, since this work is carried out 
by valuers employed by the Ministry of Finance (Ketteridge, 1988).

82.1 Regulation

The practice of valuation and estate agency are not regulated in Belgium, except in so far as professional 
indemnity insurance and public liability are concerned (Treays, 1989. p. 48) and that of property 
management is entirely unregulated (C.N_AJ3., 1988. 8.1.2 2 and Questionnaire, refer Appendix I of the 
Dissertation).

To acquire the tide of ge"ometre expert, and to provide valuations as a geometre expert it is necessary to 
pass appropriate examinations (Questionnaire refer Appendix I of the Dissertation) (refer 8.2.2 below).

However, in 1987, the Confederation des Immobiliers de Belgiques (C.I.B.) and the Union des Professions 
Immobilieres de Belgioues (U.P.I.) presented a written request to the Ministre des Classes movennes for 
the protection of the title of Consultant immobilier and the exercise of the functions listed below, under the 
ioi du ler mars. 1976. as amended.

The functions to be protected as being the exclusive preserve of the Consultant immobilier are:
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a_ the sale, purchase, exchange, letting, assignment of landed property, rights in property and fonds 
de commerce (the capital of a business);

I, the management of landed property or rights' in property;

c. the role of svndic (refer 7.4.3 (b) above);

In addition, the right of the Consultant immobilier to exercise the following activities was sought:

a. to ascertain and describe the state of landed property,

b. to value landed property and property rights;

c. to study and evaluate the possibilities of regrouping, dividing, parcelling, conversion, reinstatement 
or development of landed property,

d. to certify the activities itemised immediately above.

In order to qualify for the title of Consultant immpbilier. some twenty four topics were identified as beins 
subjects in which a candidate should be knowledgeable, of which only one included any element of valuadon 
(Evaluation et dstimationl.

This request has been considered by the appropriate Minister (Allan, 1989. Dl 2). 

$22 Professional Qualifications

The geometre in Belgium is a technician in property law (De Graeve, 1988) whose professional qualifications 
are achieved after four years of professional academic and professional experience. Professional academic 
education includes the mathematics of land surveying (geometre): property law, including planning law, and 
the law of servitudes; soil mechanics; land management and construction techniques.

Examination is by the Jury Central d'Etat after which a constitutional oath is required. This oath places the 
geometre. like all ministerial officials, under the direction of the King, and the oath subjects the geom'e tre 
to the laws of the Belgian people.

In 1988 it was proposed to alter the entry requirements for ge"ometres-experts immobilier to a four year full 
time course of higher education at a university or equivalent and one year of probationary practice (stage), 
the whole following the constitutional oath (ibid,). This is still under consideration (Allan, 1989. p. Dl 2).

For agents immobiliers. there is a course organised by the Institute of the middle classes (classe movenne) 
which is a three year part-time (evening) course in agency. A "diploma" is awarded and it is examined by 
property practitioners. The course is held in Brussels in both French and Flemish and is sponsored by the 
Ministry of classe movenne i.e. liberal professions (ibid, and Edwards, 1988).

The "diploma" awarded following this course is likely to be accepted as equivalent to the C.I.B. examination 
(refer 8.23 below).

It is more usual for valuers to have gained an academic qualification by acquiring a diploma in law, 
economics or another liberal subject from a university. Thus, there is little specialised academic 
professional qualification within the valuation profession in Belgium (ibid.).

Agents de I'Etat value property for all State purposes, whether it is State- or privately-owned, for all 
purposes, including purchase and sale (De Graevc, 1988). However, the valuation in most of these cases 
is incontestable and there is, therefore, little scope for similar valuations to be undertaken in the private
C^rtnp-sector.

38



22 Professional Organisations

-be iinlon des Professions Immobilieres de Belgoues (U.P.I.), together with the CJ.B. (refer below), 
epresents property managers in Belgium, with 75% of the work being in the area of residential management, 
iroperty investment advice and insurance brokerage (C.N.AJ3., 1988. 8.13 4). The two organisations work 
losely together to achieve common objectives, (a merger attempt failed in 1981 (C.N.A.B., 1988. 8.13 1)).

Admission to the U.P.I. is subject to sponsorship, together with observance of codes of ethics and 
jrofessional practice.

Estate agents, developers and property managers, as well as valuers, are members of the Confederation 
mmobiliers de Belgioue (CJ.B.) which is affiliated to FJ .A.B.C.I. and described by Edward Erdman (1990, 
5. 44) as the estate agents' national association. In addition, C.N.AJB. (1988, 8.1J2 1) identifies it as the 
jrofessional organisation representing property managers (Admim'strateurs de Biens. Syndics d'lmmeubles 
m coproprie'te' et Rdgisseurs d'lmmeubles') in Belgium, dealing exclusively with property management (ibid. 
U.2 5).

Hie C.I.B. is administered on a provincial level, with each provincial group comprising the main, national 
21E., and whilst representing and supporting its own provincial members interests, it recognises that the 
Statuts de 1' Association may not be the same as those of the main, national CLB. (C.LB. 1986, Art. 3). 
However, the constitution of the organisation is governed by law (ibid. p. 1).

Each local branch has an element of independence from the national CJJB., including the right to organise 
professional training courses; however, they do not have the right to take any international initiative (ibid. 
Art. 4).

Although experience is the main entry requirement, there is usually an interview, examination and 
sponsorship by the applicant from members of the C-LB. Applicants for membership must be able to prove 
solvency, the fact that they have not been dismissed from certain posts (such as a civil service position) for 
misconduct or disloyalty or threat of disciplinary action, and a level of good character (honorabilite") (C.I-B. 
1989).

Full membership of the CJ.B. is preceded by three years as a trainee, but strict supervision by a professional 
superior is not necessary. It is possible to be a trainee of the CJ.B. and a principal of a professional 
practice. Supervision is provided by two sponsors who are responsible for the behaviour of the trainee 
(Ketteridge, 1988).

The examination is organised by the local branch of the CJ.B., and covers building, planning and law. 
Under one of these headings, there may be a question on the valuation for agency (ibid.). The holding of 
a "diploma", as described in 82.2 above is likely to provide exemption from the C.I.B. examination 
requirements (ibid.)

Within the C.LB. there is -a sub-division for experts, the object of which is to unite experts who specialise 
within one of the branches of the property profession (CJJ3. 1987. Art. 2). The protection and 
development of the professional activities of its membership, the protection of their professional interests 
as well as the enforcement of a professional code of conduct and the facilitation of the choice of expert 
fconseil technique) are included in the aims of the organisation (ibid. Art. 3).

Chambres des experts is also organised on a provincial basis, with each provincial body being a local 
branch of the Chambre des experts de la C.I.B. (nationaleX with similar powers and restrictions to those 
imposed on the provincial CJ.B. branches, outlined above.

Chambres des experts must comprise at least Five members. All members must: be members of the 
provincial C.LB. organisation; be over 30 years old; have been practising within the property profession for 
at least ten years; be regularly practising as independent experts and be recognised as an expert from the 
point of view of competence and administration by the comit6 de la commission des Experts. In addition,
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there are conditions regarding civil professional liability insurance, good character and professional and 
personal conduct (ibid. Arts. 7 and 9).

Membership is reserved to E.G. nationals, although admission of non-E.C. nationals may be possible and 
is subject (amongst other things) to a residency qualification (ibid. Art. 8).

Applicants to the Chambres des experts are required to submit a curriculum vitae, which are examined and, 
if found to be deficient, an applicant can be arimiftc.fi as a probationer, with full membership being achieved 
following the submission of examples of work to a member of the Chambre. chosen by the applicant (ibid. 
Art. 22).

The C.I.B., at both national and provincial levels, includes a committee of arbitration and discipline (Conseil 
d'Arbitration et de Discipline) which mediates in disputes between members and between members and the 
public. In cases of disciplinary action, appeal is available from the provincial Conseil d'Arbitration et de 
Discipline, to the national Conseil (ibid. Arts. 25 - 28).

The requirements for membership of the CJJJ. are impressive on paper. However, membership of the 
C.I.B. does not necessarily indicate high professional standards, since few of the standards and conditions 
imposed are enforced in practice (De Croo, 1988 and Ketteridge, 1988).

8.2.4 Education and Training of Valuers

Professional education of valuers is scarce in Belgium. Academic qualifications are limited either to 
diploma (as defined by the Directive) in law, economics or other liberal studies or to a diploma granted 
after less than three years study in property matters, but not specifically in valuation.

The training required of members of the C J.B. is of three years duration which is similar to that required 
by the R.I.C.S. of its Chartered Surveyors within the General Practice division. However, the degree of 
supervision and the range of professional matters covered should be investigated in each case in order to 
ensure that the "migrant" has achieved the necessary professional experience, both in scope and content.

It is significant that professional education is not gained both by professional qualification and by experience 
but by & high level of education (such as a law diploma) together with experience, or by a lower level 
"diploma" in property matters, together with experience.

The scope and content of education for valuers in Belgium is therefore not the same as that expected of 
U.K. valuers and an adaptation mechanism may be appropriate in cases where the scope and content of the 
professional activities undertaken by the "migrant" do not conform to that undertaken by a Chartered 
Valuation Surveyor.

Since there is no regulation of the profession in Belgium, it is necessary to investigate the diploma held by 
the "migrant" in order to establish, firstly, that the diploma conforms to the definition of the "diploma" 
contained in the Directive; and secondly, the scope and content of the professional education and/or training 
received by the "migrant" in order to ascertain the topics which are to be covered by the adaptation 
mechanism.

83 Denmark

Very little information is available about the profession of valuation in Denmark, with estate agency and 
property management being more easily investigated. Before 1990, no firms of Chartered Surveyors were 
established in the Danish property market.

8.3.1 Regulation

Estate agency is regulated in Denmark by the Ministry of Commerce, under the Law of 8 June 1966 (Treays, 
1989. p. 52). Licences to practice as a Stats-Ejendomsmaegler are granted to individuals personally and
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not to commercial companies (Edward Erdman, 1990. p. 60), once the individual has satisfied academic 
and professional practice requirements (refer 83.2 below).

However, it is the title which is protected, not the professional activity and it seems (Treays, 1989. p. 52) that 
there is no restriction on the practice of an estate agent or property manager in Denmark provided that the 

Stats-Eiendomsmaegler is not used.

8.3.2 Professional Qualifications

Over a period of at least two years, an individual is required to pass a series of three examinations following 
which certification as a Stats-Eiendomsmaegler is awarded. During this period, the individual is employed 
with a fully-licensed Eiendomsroaegler and is, therefore, gaining practical experience alongside the 
professional academic qualifications necessary.

Once successful in the series of examinations, the individual is entitled to establish an office as an 
Eiendomsmaegler, but without State certification; however, a further two years employment is necessary to 
take the final examination of State Certification (Treays, 1989. p. 52).

State certification is given only to Danish citizens, in contravention of E.G. law (C.N.A.B. 823 1 and Treays, 
1989. p. 52).

In addition, a level of professional ethics is required of practitioners, including independence from the 
transaction, confidentiality of transactions, a duty of care to both parties and a need to have their financial 
affairs in order (Edward Erdman, 1990. p. 60).

833 Professional Organisations

Licensees belong either to the Dansk Eiendomsmaeglerforening. the Danish Association of Estate Agents, 
or to the Forenineen Af Dankse Eiendomsformidlere, both of whose members are involved in both agency 
and management work (C.N.A.B. 8.2.3 1 and Treays, 1989. p. 52). These organisations work closely 
together in matters affecting their members, particularly on the occasion of professional meetings and visits 
(C.NA.B. 8.23. 1).

In addition to professional qualifications, the Dansk Eiendomsmaeglerforening includes Danish citizenship 
within its conditions for membership. This corresponds with the granting of State licences only to Danish 
citizens, noted above (83.2).

hi addition to property management, members of the Dansk Eiendomsmaeglerforening are involved in 
property investment advice, although there is no evidence to suggest that they are involved in other valuation 
work.

83.4 Education and Training of Valuers

There is no information about the training of valuers. However, the level of professional education and 
training required of estate agents is high and strictly controlled by the State in the form of the licence 
granted.

There is no information regarding any requirement to renew the licence periodically, and it is recognised 
(C.N_A.B. 8.2.3 1 and Treays, 1989. p. 52) that Denmark is in contravention of E.G. legislation by limiting 
&s granting of State licenses only to its own nationals.

The disregard for E.G. law at this early stage does not auger well for mutual recognition based on mutual 
trust.
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8.4 Germany

The following information relates solely to the country formerly known as the Federal Republic of Germany 
(West Germany). No attempt has been made to investigate the education and training of valuers in the now 
(January 1991) united Germany as a whole.

The national systems imposed by the former Federal Republic are limited, with each State being responsible 
for its own internal affairs, including education (Treays, 1989. p. 60). This means .that there is a variation 
within the professional education and training required of professionals between different States.

Valuation is a skill taught to and practised by private surveyors in Germany, many of whom are described 
as land surveyors (refer 8.43 below).

8.4.1 Regulation

Estate agency is licensed (Treays, 1989. p. 63) although valuation work does not require a licence. However, 
in order to qualify for professional indemnity insurance, a qualification and experience are normally 
required.

In addition, the status of a offentlich bestellter und vereidister Immobiliensachverstandiger (publicly 
appointed and sworn property expert), is made by appointment of the local chamber of commerce. While 
it is not essential to be appointed in this way in order to practice as a valuer in West Germany, such an 
appointment is based on success in examination.

8.42 Professional Qualifications

The research indicates that valuers in West Germany do not receive vocational education at undergraduate 
level. Professional education and training is gained at post-graduate level, with the emphasis being on 
training rather than academic study. Examinations are public, rather than administered by the professional 
organisations (refer 8.43 below).

8.43 Professional Organisations

The Ring Deutscher Makler Bundesverband (RJvLD.) and the Verband Deutscher Makler (VX>.M.) both 
represent estate agents in West Germany. There is, however, no co-operation between the two 
organisations (C.N.A.B. 1988. 8.03 1), and membership of either of these is not dependent upon holding 
a practising license.

The R.D.M. represents the interests of both estate agents and property managers in West Germany 
(C.NA.B. 1988. 8.0.2 2), with membership being dependent on professional education (which can be gained 
following either secondary school leavers' or secondary school graduates' certification as well as university 
graduation in varying subjects (ibid. 8.0.2 4)) and the necessity to demonstrate that an individual is capable 
of providing the quality of work required of an expert (ibid.), although no indication is given of the level 
required of either.

Members of the R.D.M. are also involved in the management of funds (fonds 1) which is governed by 
legislation and in insurance brokerage and building maintenance services. In addition, the membership is 
developing an investment advice service (C.N.A.B. 1988. 8.0.2 4).

Deutscher Verein Fflr Vermessungswesen (D.V.W.) and the Bund der 6ffentlich bestellten 
Vermessungsingjeure eV (B.D.V.I) are organisations to which private practice land surveyors belong. In 
addition to their land surveying education and practice, members of these organisations include valuation 
within their activities (Allan, 1989. D4 1 etc), although there is no information as to the extent to which 
valuation is practised or to the range of valuation activities undertaken.
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8.4.4 Education and Training of Valuers

With the absence of regulation and professional qualifications necessary for the practice of either agency, 
management or valuation, and the lack of any _ academic courses relating specifically to valuation, the 
education and training of valuers in West Germany is limited to training within a working environment, with 
examination and control limited to those who choose to be appointed by the local chamber of commerce.

8.5 Greece

There is some documentary evidence of valuation, estate agency and property management in Greece, 
although the details are unsatisfactory.

8.5.1 Regulation

For estate agency in Greece, a State licence is required from the Ministry of Commerce and recorded within 
the Chamber of Commerce.

In addition, Engineers who perform such valuations as mortgage valuations, are also licensed, but it seems 
likely (Treays, 1989. p. 68 and Allan, 1989. D5 2), that it is the qualification which is licensed rather than 
the activity which is regulated.

According to FJ.A.B.C.I. (CEE 4), it seems that the activity of property management is normally exercised 
by lawyers, rather than property professionals.

8.5.2 Professional Qualifications

The Technical Chamber of Greece (T.C.G.) requires five years study after which a diploma is awarded to 
Engineers, for whom membership is compulsory. It is a legal entity under Public Law and is the States's 
consultant on technical matters (Allan, 1989. D5 1). The T.C.G. is an examining body as well as being an 
agency which represents its membership (ibid.).

The T.C.G. comprises a central administration, eleven regional and nine scientific committees, relating to 
the various branches of specialisms for Greek engineers.

8.53 Professional Organisations

As far as it is known there is no National Professional Body representing estate agents 
throughout Greece. (Treays, 1989. p. 68)

The Technical Chamber of Greece is an organisation representing Greek professional engineers and is 
authorised by the State to conduct examinations which lead to the granting of professional practising licences 
to Engineers. Such Engineers normally undertake valuation work for bank loans and mortgages (ibid.).

8.5.4 Education and Training of Valuers

Very little information about the landed professions in Greece is available. The literature search has 
discovered references in several texts (refer above) and organisations which purport to represent Greeks in 
international affairs (notably FJA.B.C.I.) have little knowledge to report (F.I.A.B.C.I. 1988. CEE 4).

Obviously there is a language barrier, probably aggravated by a distinct alphabet, and a geographical point 
of view which inevitably draws on more immediate influences from such countries as Lebanon and the 
countries of eastern Europe (Treays, 1989. pp. 66 and 68) than from northern Europe, and a strong tourist 
trade which may partially explain the various deferments from the programme for achieving a single 
European market, negotiated by Greece (ibid. p. 66).
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8.6 Republic of Ireland

Chartered Surveyors are well established in the Republic of Ireland because the Society of Chartered 
Surveyors in the Republic of Ireland was, until 1990, a branch of The Royal Institution of Chartered 
Surveyors (refer 8.6.3 below).

The education and training of valuers in the Republic of Ireland, therefore, bears a great similarity to that 
in the U.K.. However, this similarity is deceiving. The difference in the nature of the property within the 
Republic, the economic, educational and demographic differences all combine to produce fundamental 
variations which require that the Republic be considered to have a separate profession of valuers, with a 
valuation skill which is applied to a substantially agricultural economy.

8.6.1 Regulation

There is no regulation of valuers in the Republic of Ireland, although auctioneers and "house agents" are 
required to hold an annually-renewable licence under the Auctioneers and House Agents Act, 1967 (as 
amended) (IA..VA., 1989. pp. 17 and 29).

The licence is granted by the Collector of Customs and Excise, following public press notification. 
Application must include a "certificate of qualification" available from a District Court, accompanied by an 
accountant's certificate, and there is a requirement for the deposit of an insurance bond. As in the UJC, 
accountancy standards (SI No. 437 of the 1986 European Community (Life Assurance Accounts Statements 
and Valuations) Regulations 1986) require Chartered Surveyors to value company assets.

No other regulation is required for either commercial estate agents, property managers or valuers in the 
Republic. However, certain employers, such as building societies, Dublin Corporation, Valuation Offices 
of the Department of Inland Revenue and banks, require their employees either to be Chartered Surveyors, 
or to hold a degree either hi Agriculture, (because of the quantity of agricultural land in the Republic) or 
in Architecture (Clarke, 1989).

8.62 Professional Qualifications

Chartered Surveyors in the Republic of Ireland have the same education and training as surveyors who are 
members of the Royal Institution of Chartered Surveyors in the U.K. Until 1990, the Society of Chartered 
Surveyors in the Republic of Ireland was a branch of the R.I.C.S..

In addition to the Institution's own examinations, the Dublin Institute of Technology offers a degree 
(awarded by Trinity College) in Property Economics covering a four year course of study which is accredited 
by the R.I.C.S. as exempting its graduates from the Institution's examinations. The areas of study are 
similar to those outlined earlier (refer Chapter 5 of the Dissertation).

The Irish Auctioneers and Valuers Institute (I_A..VJ.) offers its own diet of examinations, which is broadly 
based on that of the I.S.V.A., and includes a feasibility study and the opportunity for appropriately qualified 
applicants to take a direct final examination

In addition, the I-AV.I. has recognised academic courses since 1965 as giving access to membership, and 
those which currently provide exemption are:

a- the degree course in Property Economics at the Dublin Institute of Technology;

b- the Auctioneering and Estate Agency Certificate/Diploma at the Dublin Institute of Technology, 
and

c- the diploma course at the College of Art, Technology and Commerce at Limerick.

In addition, there is a partial exemption available to diplomates from Galway Regional Technical College
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(Vaughan, 1989).

8.63 Professional Organisations

For historical reasons, there are Chartered Surveyors who qualify in the Republic of Ireland. They are 
represented by the Society of Chartered Surveyors in the Republic of Ireland which was created in 1982 
(C.N.A.B.1988 8.73 1) and until 1990, was the Irish branch of The Royal Institution of Chartered Surveyors.

In 1990, the Society of Chartered Surveyors in the Republic of Ireland became formally independent of the 
RJ.C.S., while continuing its close links with the U.K. Institution. Thus, it can now be viewed as Irish, 
rather than British, which is important for political and identification purposes.

The qualifications necessary to join the Society of Chartered Surveyors in the Republic of Ireland are the 
same as for the Institution (C-N_A_B. 1988 8.73 1) (refer Chapter 5 of the Dissertation). However, the 180 
(Smith, 1989) members of the General Practice division are concentrated mainly hi Dublin and Cork, and 
their work is mainly related to urban practice.

hi addition, there is the Irish Auctioneers and Valuers Institute (I_A.VJ.) which is affiliated to the British 
Incorporated Society of Valuers and Auctioneers. Direct access to full membership of the I.S.V.A..based 
solely on an LA.V.I. qualification ceased hi 1977 (Vaughan, 1989).

The IA.VJ. has about 900 members (ibid.), some of whom are also Chartered Surveyors. The I_A.V.I. 
requires a contribution from each employer towards a compensation fund for the protection of the public 
against malpractice. In 1989, the level of protection was If 2 million (ibid.).

8.6.4 Education and Training of Valuers

According to Dunne (1989), the provision of Chartered Surveyors in the Republic of Ireland is linked very 
strongly to the employment prospects in a relatively poor Member State with the lowest population density 
in the E.G. (Treays, 1989. p 70).

All Chartered Surveyors who gain degrees from the Dublin Institute of Technology find employment but not 
necessarily within the Republic (ibid.), although the situation is changing over the past three years.

While the cost of living hi the Republic remains high (income tax at 56 p hi the I£) and with U.K. salaries 
being more attractive when compared with those paid hi the Republic, there is no financial incentive to work 
in the Republic, although in recent years, there is evidence that Irish employers are offering higher salaries 
to secure graduate employees (ibid.).

There is, however, the problem of the diversity of the need for valuers hi the Republic. The need for 
valuers skilled in dealing with the complex legal and valuation problems is limited to the few large urban 
developments in the Republic (Dublin and Cork), while the requirements of the rural areas is for a greater 
emphasis on residential and agricultural skills.

According to Dunne (1989), the I-A.V.I. may be faced with a conflict of interests. The ambition of the 
organisation is to continue its role as a professional body with entry by examination only, while there is a 
groundswell of its membership which considers that they are over-qualified for the work they perform and 
a rejection of membership by potential practising members because of their failure through either financial 

or academic means to qualify by examination.

8.7 Italy

Valuation work is performed by geometri hi Italy. Geometri are also responsible by law for mapping 
functions, which they are able to perform within a specified locality (Allan, 1989. D7 1).

Estate agency and property management are both separate functions, requiring lower educational standards
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(refer 8.72 below) and being relatively poorly organised (refer 8.73 below).

8.7.1 Regulation

The functions of geometri are laid down in Article 16 of Law 274 of 1929, as modified by Law 75 of 1985, 
(Allan, 1989, D7 1) and qualification is regulated by the State.

In 1989, compulsory registration of estate agents was introduced in Italy, involving entry on to the Register 
of the Chamber of Commerce and academic qualifications for applicants (Treays, 1989, p. 78).

A similar registration scheme is sought (C.N.A.B. 1988, 8.63 1) by the property managers' organisation, in 
order to improve the quality of service and professional status of its members. '

8.72 Professional Qualifications

In order to qualify as a geometri, it is usual to attend a geometer school, where basic education (Italian 
language and literature, chemistry, history, civic education and foreign languages) is taueht, together with 
more specialist subjects (such as mathematics, technical design, economics, construction techniques, law and 
evaluation). Assessments are external and comprise written and oral examinations (Allan, 1989. D7 2).

Following these studies, students may practice or may apply for entry to universities, some of which run 
specialist courses in, for example, photogrammetry or geodesy.

After the academic education, there is a 'minimum of two years of practical training, with a qualified 
practitioner, surveyor, architect or engineer (Allan, 1989. D 7 3). Completion of this training period is 
marked by a written and oral examination held by the Ministry of Public Education, in collaboration with 
the Consiglio Nazionale di Geometri (ibid.).

In order to qualify as an estate agent, the 1989 law requires either an economic or legal qualification at 
university level or a minimum of two years practice or attendance of approved professional courses together 
with an aptitude examination (Treays, 1989. p. 78).

With the absence of regulation for property managers, there is no requirement for any academic and/or 
professional qualification for this activity. It is recognised (C.N.AJ3. 1988, 8.63. 1) that there is a 
fragmentation of the profession, because the practitioners are remote from professional organisations and 
State control. This is perceived as a problem for the achievement of any professional standards and for the 
acceptance of the profession by national and international bodies (ibid).

8.73 Professional Organisations

The Consiglio Nazionale di Geometri is the professional organisation which represents, examines and 
controls geometri, part of whose function is valuation. It is an organisation which is a member of the 
International Federation of Geometers (F.I.G.) and of The European Group of Valuers of Fixed Assets 
(T.E.G.O.V.O.FA.)-

There are several other organisations which should be mentioned, although their relationship is not clear. 
Estate agents may be members of the Federazione Italiana Mediatorie Agent and the Consiglio Nazionale 
_di Agenti Immobiliari. although the former is also a member of the Italian Confederation of Industries which 
is a group, including agents, other than real estate agents (Treays, 1989. p. 78).

Property administrators may be members of the Associazione Nazionale Amministratori Immobiliari which 
is, itself, a member of the Associazione Italiani Amministratori Condomini Immobili (C.N_A.B. 1988. 8.63 1).   '

With the exception of the Consiglio Nazionale di Geometri which is, amongst other things, an examining 
body, the research indicated that the others are more akin to trade associations which seek to acquire or
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implement national legislation, as well as represent their membership, rather than professional organisations. 

8.7.4 Education and Training of Valuers

There is no information available concerning the education and training of valuers. The formal structured 
academic and vocational training required of the geometri provides a contrast to the unregulated access to 
property management.

The attempts to formalise education and training for estate agents has been achieved by the regulation by 
the State of the professional activity of agency, and this is the solution sought by the property managers' 
association (C.NAJB. 1988, 8.63 4) which perceives State legislative or regulatory control as a mean-; of 
establishing national professional standards, improving academic standards of entry and of attracting a better 
quality entrant into the profession (ibid. 8.63 5).

8.8 Luxembourg

The size of the country (2,600 square metres) and its population (365,000) (Treays, 1989. p. 80) mean that 
the landed professions, including those of valuation, estate agency and property management may be 
indistinguishable.

According to Edward Erdman (1990 p. 133):

Luxembourg has no surveying profession as such . . .

It seems (ibid, and Treays, 1989. p. 82) that much of the property business in Luxembourg is serviced from 
Belgium.

In addition, geometres are trained in and practise valuation, although not to the level expected of a U JC 
Chartered Surveyor (Allan 1989. D8 1).

Property management and estate agency are both practised by members of the Chambre TTnmobiliere du 
Grand-Ducne de Luxembourg (C.I.G-D.L.) (refer 8.8.3 below), together with lettings, investment advice, 
maintenance, superintendence and insurance policy brokerage.

8.8.1 Regulation

The professional activity of estate agency is regulated by the State and all estate agents require a licence 
from the Ministry of Economic Affairs.

8.8.2 Professional Qualifications

In order to qualify for a state licence (refer 8.8.1 above), a level of professional competence must be 
established. This is achieved either by one year's professional experience, following a satisfactory school 
leaver's certificate (C.N.A.B. 1988, 8.8.2 4) or by a University degree (law and economics being popular 
(ibid.)), followed by three months professional experience (Treays, 1989. p. 82).

In the case of a member of the Ordre Luxembourgeoise des G6ometres (O.L.G.), qualification is by 
examination after two years professional practice to gain the tide Ineenieur Suoerieur Diplome de 1'Etat. 
while the education of gdometres at university level ( ingenieur diplome) is achieved abroad (Allan, 1989. D8 
2).

8.83 Professional Organisations

The Chambre Immobiliere du Grand-Duche de Luxembourg (C.I.G.D.L.) and the Association Immobilier 
du Luxembourg impose only conditions of professional competence, respectability and morality on their 
members. However there is no evidence (FJA.B.CJ. 1988. CEE 7) to indicate how the level of
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final swearing in by the courts and a further examination (N.VJvl. 1986, p. 6). 

According to the C.NA.B. (1988, 8.9.2 1):

... a veritable "gymkhana" has been established to validate entry into the profession and 
the association.

The quality of its membership is, however, secured by graduate entry and by the requirement for continuing 
professional education during the membership of the makeiaar (N.V.M. 1989 p. 6).

In addition to the professional education and training offered by the N.VJM., the Centre for Investment and 
Real Estate at the University of Amsterdam offers a specialist study programme "Investment and Real 
Estate" for Building Economics and Finance students. In addition, in 1987, it proposed a post-graduate 
course in "Real Estate" (University of Amsterdam, 1987. p. 3).

8.93 Professional Organisations

The main professional body representing estate agents is the Nederlandse Vereniging van Makelaars 
(N.V.M.), which is the result of an amalgamation of the Nederlandse Bond van Makelaars and the 
Amsterdamse Makelaars Societeit which occurred in 1983 (ibid. p. 3). This unification resulted in a total 
membership of 1,750, which accounts for a large proportion of the total estate agency profession (ibid.).

The members of the Nederlandse Vereniging van Makelaars (N.V.M.) perform estate agency, management 
and valuation within the Netherlands. In addition, they are able to offer advice on "insurance business" 
(ibid. p. 15) and this appears to extend beyond a valuation for fire insurance purposes.

The N.V.M. offers a range of services comparable with that of Chartered Surveyors qualified within the 
General Practice division of the R.I.C.S. (N.V.M. 1986) and imposes on its membership a strict code of 
conduct which requires the protection and promotion of the interests of the client, the requirement that the 
makeiaar be an expert in the field of operations or, if the makeiaar does not possess that expertise, that the 
assistance of an expert in the matter is sought (ibid. p. 19). Other rules deal with the need for the 
confidentiality of information, the protection of the reputation of both the makeiaar and the N.V.M. and 
includes the following:

... the broker shall never express himself in a negative sense about a colleague or a service 
supplied by him . . . Any differences in opinion among colleagues must never lead to the 
interest of clients being harmed; . . . (ibid. p. 21)

In addition, the N.V.M. specifies the scale of fees to be charged for the services of its members, who are 
prevented by their code of conduct from accepting any further remuneration or gifts from clients.

Part of the rules of conduct require that:

The rules of conduct contained in this code shall apply both in this country [the 
Netherlands] and outside it except when any activity is deployed abroad for foreign real 
estate in which only foreign clients are concerned. In the last-mentioned case the rules can 
be taken as a guideline in the country where the real estate is located.

According to the C.NA.B. (1988, 8.9.2 6), the N.VM. seems to want to make access to the profession even 
more difficult in order that its membership is equipped to face the increasing complexities and difficulties 
of the profession.

Despite the apparent reluctance of the Nederlandse Vereniging van Makelaars to respond to the 
questionnaire sent the C.N-A.B. (ibid. 8.9.2 3), it perceives 1992 as a sufficiently important event to justify 
tte creation of a network of international relationships, which it identifies as a principal task (ibid. 8.92 6).

49



8.11.2 Professional Qualifications

Since all property professionals are required to be members of a college, it is the entry requirements and 
the professional education and training of the colleges which is investigated.

Colleges are organised on a local level, with a General Council at State level. Thus, in addition to its 
General Council, there are professional colleges and territorial colleges covering property administration in 
all of the Spanish territories (C.N.A.B. 1988, 8.3.2 2). The colleges are created under the Spanish 
constitution of 1978 with autonomy in their organisation and regulations. For example, the college for 
property administration in Catelonia is the only college which limits its membership to full-time professionals 
(ibid.).

Applicants to the colleges must be graduates with an appropriate diploma. Diplomas in law and economics 
are usual, although also acceptable for the college of property administration, are political science, 
commerce, agricultural engineering, veterinary and a higher technician's qualification in agriculture, water 
and forestry (C.N.A.B. 1988, 83.2 6).

Applicants are, in addition, required to pass an entrance examination and these are only held when the 
colleges decide to increase their membership.

Contrary to E.C. law, the colleges admit as applicants only Spanish nationals (Treays, 1989, p. 94), although 
this should cease as Spain is committed to full E.C. membership and as the integration envisaged by 1992 
becomes more of a reality, although Denmark has not yet altered its professional entry requirement to 
reflect E.C. legislation (refer 83.4).

The research revealed no further information about the nature of the professional education and training 
either required or provided by the colleges. However, according to Treays (1989, p. 94):

Under the Mutual Recognition Directive, it should be possible to show that a [Chartered] 
Surveyor's qualification more than matches the local academic standard.

8.113 Professional Organisations

Some of the details relating to the colleges have been mentioned above (refer 8.11, 8.11.1 and 2 above).

They are creations of the Spanish constitution for the provision of professional services and membership by 
the individual is compulsory.

Each college has a national general council, with local colleges covering the whole of the Spanish territories 
and to which practitioners belong. Each local college is autonomous.

The Conseio General de los Colegios Oficiales de Agentes de las Propriedad Immobih'aria comprises nine 
provincial presidents elected from 46 provincial associations of estate agents (Treays, 1989. p. 94).

The Conseio General de Colegios de Administradores de Fincas Rusticas v Urbanas is the governing body 
for 16 professional colleges in Spain and 25 territorial colleges within the Spanish territories (C.N.A.B., 1988. 
8.3.2 2).

For property developers, consortia of local developers can be registered as Sociedades de Empresas 
Constructors?:, which gives them a voice in political and development-related matters, but these do not seem 
to be professional organisations, in that they control and regulate the profession of development.

8.11.4 Education and Training of Valuers

With the exception of the academic entry requirements into the colleges, the research has revealed no 
specific education and training of valuers in Spain.
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Applicants to the colleges must hold diplomas, but not in any particular subject area, and the entrance 
examination is not preceded by any formal academic preparation. Entrance examinations are not held 
regularly and non-Spanish qualifications are not acceptable.

8.12 Conclusions

Because a limited methodology was applied to the above ten Member States, the information contained in 
this Chapter is less extensive than that contained in section 7, relating to France, (and in Chapter 5 of the 
Dissertation relating to the U.K.).

The ability to interview Chartered Surveyors who work in other Member States, rather than reliance on 
literature searches and questionnaires, elicits more specific information, as well as indicating other local 
valuers who may be prepared to share their knowledge of the education and training of valuers with the 
research.

In addition, the responses to the questionnaire (refer Appendix I of the Dissertation) indicate that Chartered 
Surveyors are concentrated in Belgium, France, Germany and Spain which means that for others, such as 
Denmark and Greece, there is a paucity of information at this stage.

Nevertheless, within the methodology described in the Introduction, the results are a valid and reliable basis 
for comparison.
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of the twentieth century. The use of "articled clerks", who learned by experience and progressed by 
achievement within the firm has developed with the Institution's demand for qualification by examination 
to the present scenario, described in Chapter 5 of the Dissertation.

It is not necessary to establish the impetus for the move towards under-graduate qualification, but it would 
not have happened without the support of the Institution which offers accreditation to courses, nor without 
the willingness of the students to undergo a course in higher education to achieve the status offered by the 
Institution.

As explained in 6.5 above, Chartered Valuation Surveyors are skilled in five areas of expertise, Agency, 
Development, Management, Planning and Valuation.

The education which they receive covers each of these five areas and enables them to perform professional 
activities in any one, several or all of these areas. The opportunity to specialise within any one of these 
areas, to create a specialism out of several of these areas or undertake general practice in its widest sense 
is open to the professional in the U JC

In France, the opportunity for valuers to combine their valuation skills with other activities is more limited. 
It has already been noted (72.1) that the skill of valuation is not used together with any trade, such as 
agency, although an element of valuation skill is essential in fixing the asking price for a property.

This creates a narrow profession in the sense that it specialises in one major facet of property, and means 
that any professional representation to government and other outside organisations is likely to be weakened 
by a small membership base with a limited application to the needs of the public. Whether such a narrow 
profession ensures the maintenance of integrity requires further research.

This can be contrasted with the international status achieved by the RJ.C.S. which represents, not just 
valuers, but property professionals in a wider sense including property developers, estate agents, land 
surveyors, and quantity surveyors.

This is one reason why the Institution can be described as a body representing all aspects of the landed 
property profession, a forum for informed debate and a source of expert opinion for both the government 
and the public and an organisation with international linVs and operations.

922 Similarities

Despite the above, there are similarities between the education and training of valuers in the U.K and in 
France.

The professional education of valuers in the U.K. recognises the fundamental importance of economics at 
all levels, and its impact on valuation and the operation of the property market. Similarly, valuation is 
almost invariably performed within a legal framework and the effects of the relevant legal principles on 
both valuation principles and practice are taught throughout the period of academic education.

The importance of both economics and law is recognised in France, where experts identified graduates in 
law and economics as being the most suitable candidates to be trained as valuers in-house.

In addition, both the U.K. and the French professions recognise the importance of professional practice in 
the education and training of valuers, although the way in which professional practice is used as a training 
medium varies radically.

93 Other Member States

The research has investigated the valuation profession in all of the Member States of the E.C. and has 
included the professions of estate agency and property management.
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However, it is clear that the provision of education and training for valuers within the E.G. varies 
enormously, as does the nature of the valuation profession throughout the E.G. (refer section 8 above).

A comparison of the education and training of valuers within the E.G. is incorporated in table form in 
Appendix VII of this Report.

The research has indicated that the level of professional education and training for valuers varies enormously 
within the E.Ci, from the provision of the professional examinations which include Valuations as two out of 
the six papers for the R.I.C.S. Final examination and the strict code of conduct required of Chartered 
Surveyors and Dutch Makelaars. through to the situation in such countries as France where there is no 
expectation that valuers will have anything more than a good degree on entering the profession and who will 
learn the profession of valuation by experience, and the situation in Italy, where valuation is performed by 
geometri who are responsible by law for mapping functions within their locality, to the absence of any 
valuation profession, as in Portugal

It may be that each Member State has developed the level of professional skill which its property market 
requires. The presumption that the relative sophistication of the U.K. property market has produced a 
relatively sophisticated valuation profession which requires sophisticated methods of education and training 
and is controlled by a sophisticated and public-spirited organisation is beyond the scope of this study.

However, the study has revealed a wide divergence between the provision and quality of professional 
education and training for valuers. It may prove that this situation exists for other activities which are 
regarded in one Member State as a recognised profession and which barely exist at all in others. This 
creates added problems for the successful implementation of the Directive.

9.4 Implementing the Directive

The Directive, and the Regulations issued in the U.K. to implement it, require "designated authorities'1 not 
to refuse migrants the right to practise their profession where the migrant hold the diploma required in 
another Member State for the practice of a "corresponding profession" (H.M.S.O. 1991. reg. 5 (1) (a)).

"Corresponding profession" is defined (ibid. reg. 2 (1)) as:

... a profession the pursuit of which in another member State which includes a substantial 
number of the professional activites comprised in the profession in the United Kingdom 
which is the subject of the migrant's application

Because the membership of the General Practice Division of the Institution pursues the activities of estate 
agency, development, management, planning and valuation, it is likely that, a migrant qualifies to benefit 
from the rights under the Directive only if the profession pursued by a migrant "includes a substantial 
number of the professional activities comprised in the profession in the United Kingdom" (ibid.).

However, as has been demonstrated in this research (refer 6.5), that the professional activities of estate 
agency, development, property management, planning and valuation do not comprise a single profession in 
other Member States.

There are estate agents throughout the E.G. Similarly, there are property managers throughout the E.G. 
Property valuers are harder to identify as a separate specialism; however, it has been demonstrated that 
valuation expertise is provided together with one or several of the following: estate agency, property 
management, engineering, mapping and legal advice.

How the "corresponding profession" will be defined in practice remains to be seen . However, it is likely 
that for the purposes of applications for membership to the General Practice Division of The Royal 
Institution of Chartered Surveyors, the adaptation mechanism of either the aptitude test or the adaptation 
mechanism will not be merely an adaptation of the migrant to a different professional environment, but will
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comprise a mechanism whereby, for example, a property manager can obtain skills in planning^ and valuation 
. areas of expertise which were not practised in the "home" Member State.

It may be, on the strict interpretation of the regulation (ibid.), that a substantial commonalty of skills must 
be required, in which case, there are likely to be few successful applications to join the General Practice 
division of the Institution based solely on qualifications and experience obtained in Member States, other 
than from the Netherlands and the Republic of Ireland. However, it is not the intention of the E.G. 
legislation to create barriers, rather the opposite. In that case, professional skills will be obtained in the 
U.K., by the. applicant choosing either an aptitude test or an adaptation period, and it is speculated that the 
latter will be the more popular choice.

Such an interpretation requires the Institution (and any other designated competent authority) to recognise 
the fact that qualification by examination can be replaced by qualification by practical experience, through 
the medium of the adaptation period; that each is equally effective and valid; and that to require both 
examination .and professional experience to cover the same topics is unacceptable, for which reasoning it is 
prevented by the Directive.

This reflects the current debate within the Institution regarding the degree of specialisation at qualification 
and its recent major shift in policy as reflected in the negotiation and implementation of reciprocity 
agreements with professional organisations in Canada, Australia and New Zealand.

9.5 Mutual Trust

The principle on which the Directive is based is that of mutual trust (European Commission. 1985. para. 93). 
However, in spite of the Commission's regret at the attempts by some Member States to "contest the 
Community''; competence where people as such are concerned" (Commission of the European Communities. 
1988. para. 28), there was evidence of protectionism with regard to entry into the property professions 
investigated in both Denmark and Spain.

This does not auger well for the successful implementation of the Directive. It may be that a protectionist 
attitude is due to misunderstandings and ignorance about the professions in other Member States. These 
can, of course, be remedied by effective communication between Member States and their professional 
organisations, academic institutions and the professional membership. However, the initial desire to 
understand and to learn about others is more difficult to establish. There may also be a danger that the 
desire to learn about others is initiated purely to exclude them rather fhan to integrate them and to make 
available relevant information to nationals who wish to take advantage of the opportunities offered by the 
Directive.

9.6 Maintenance of Standards

Concern has been expressed in the British property press (refer Appendix HI of the Dissertation) and 
elsewhere that the implementation of the Directive and the philosophy underlying it of mutual recognition 
will result in the lowering of standards, that the norm will become the lowest standard within the 
Community, that higher standards achieved within other Member States will be undermined and that 
ultimately professional standards will be compromised, the public poorly served and confidence in the 
profession lost.

This must be a genuine concern on the part of responsible professions, such as Chartered Surveyors, who 
have a reputation built on the confidence of clients, government and the general public. This is particularly 
true at a time when there are perceived threats to their status from other professionals eager to prove that 
they too can provide a quality service (Anon, 1991A).

However, the public message from the Council of Ministers is that the fear of a lowering of standards is 
baseless:

(1992) is, in fact, the opportunity to raise standards. (Gummcr, 1991)

57



Only time and future research will indicate whether this fear is justified. However, on a basis similar to that 
of mutual trust, it should be the case that all professionals and the organisations which represent them are 
anxious to ensure that professional standards are not only maintained but are raised to the highest possible 
level throughout the Community.

9.7 Barriers

The aim of the Directive is to provide freedom of movement for professionals within the E.C. and it is not 
appropriate to speculate upon its likely degree of success. However, in addition to the barriers which exist 
within national boundaries to the free movement of professionals, the research has also identified two other 
major barriers which are currently outside the scope of E.G. legislative control. These are the language 
barrier and the national customs and conventions which operate, often subconsciously, and which should be 
identified and publicised.

The research has not investigated either of these. However, the results would have been more detailed had 
there been no language barriers within the E.G.. Fluency in French and English was used to highlight 
conventions and customs in France and the U.K. which affect professional practice and which would 
otherwise not have been remarkable. Such barriers should be more widely investigated in order to achieve 
the aims of the Directive.

9.8 Further Research

In addition to those areas for research mentioned elsewhere in this Report, other research opportunities can 
be identified. The methodology adopted in this research in relation to the U.K. and France could be used 
to carry out similar studies comparing other professional activities within "surveying" in other Member States. 
There are professional activities undertaken by building surveyors, land surveyors, mineral surveyors, 
planning and development surveyors, rural surveyors and quantity surveyors which may be investigated in 
the same way.

Other professions will also find the methodology useful in order to identify the "corresponding profession" 
in other Member States.

Specifically, the methodology would be most useful in cases where very little is known initially about the 
profession in other Member States, but where it is established that an identifiable profession exists in two 
or more Member States so that useful comparisons can be made.

Similarly, in relation to the property profession, investigation into the professional practices, (such as 
methods of valuation, regulation, structure of professional organisations, ethics, C-P.D., etc.) used in other 
Member States is necessary, although the methodology would need adaptation before it could be used to 
this end. Similarly, there is evidence of an interest in an investigation into the philosophy of valuation 
(rather than its detailed practical nature) which should be pursued (Wood, 1988, refer Appendix III hi the 
Dissertation).

The research in relation to the requirements of The Royal Institution of Chartered Surveyors is continuing. 
For example, the work of the Institution is establishing formal links with other bodies within the E.G. which 
award "diplomas", and its Sub-Committee on European and Overseas Qualifications will make all efforts to 
liaise closely with those "competent authorities" designated by other Member States in respect of surveying 
professions, once the designation has been published.

In addition, the future publication of the results of tnU and further work on this subject, both in the U.K. 
professional press and in the relevant journals consulted by property professionals in other Member States 
should result in further co-operation and research.

The opportunity to investigate such "barriers'1 (refer 9.7) as language and national customs and conventions 
should be taken. There is a fundamental need to investigate and publicise the existence of these barriers 
m order to ensure that they provide minim?! resistance to the achievement of a single European Market.
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In addition, the deep cultural differences which result in the great variation of status, practice methods and 
education of valuers should be investigated.

The public perception of the valuer in relation to the public's awareness of the property market is a social 
study of fundamental importance. The relative status of such property professionals in Member States and 
the professions in general would also provide valuable information on which to further the aims of the single 
European Market.

93 Pan-European Property Profession

The opinion of Edward Erdman (1990. p. ix) that:

Property, like the financial sector, is a truly international market. . . the global nature of 
property will not diminish . . .

merely reinforces the need for an international approach to property. Since no E.G. directives (to date) 
have dealt with property, the property professions have the opportunity (or the responsibility) to organise 
themselves to provide the European dimension necessary to meet the challenges of 1992 and beyond.

In addition, the policy of the E.G. (D.T.1.1990) which is to listen to interested European groups rather than 
national groups means that pan-European associations of national organisations must be established.

The initiative of F.IA.B.C.I. in establishing the pan-European F.I.A.B.C.I.-C.E., comprising professional 
organisations of all Member States is a first step towards producing a series of pan-European organisations 
which represent all professional activities relating to property.

Since 1977, there has been a pan-European valuation organisation. However, the European Group of 
Valuers of Fixed Assets (T-E.G.O.V.O.F.A.) has had the very specific role of establishing criteria for the 
valuation of property assets for the purposes of company accounts.

This should be followed by other pan-European organisations covering, for example, estate agency, property 
management and more general valuation purposes. Indeed, a new group Euroval has been formed to 
represent the professions of the land involved in valuation (other than asset valuation for financial 
statements) (Anon, 1991B). TJB.G.O.V.O.F.A. has acknowledged the role Euroval should play with 
European professional organisations representing property management and brokerage in the recently 
formed F.IA.B.CJ. European Chapter (ibid.).

Similarly^ the work of the European Community Mortgage Federation should provide a useful source of 
specialist information.

Perhaps since 'necessity is the mother of invention', there was a need for the Directive to provide the 
stimulus necessary to produce such pan-European associations.

It is interesting that in an increasingly global economy, Western Europe is concentrating so much on a single 
regional market. In their new world view, Naisbitt and Aburdene (1990, p. 5) predict that during the 1990's:

West Europe will be seeking to establish a 'single economy', just as the idea that any region 
can have a single economy disappears.

It is important, therefore, that as well as thinking European, the professions representing valuers also think 
world-wide so that as a world economy develops so the professions supporting that economy also develop 
globally. The R.I.C.S. is pursuing a policy of reciprocity agreements with other professional organisations 
based in other non-E.C. countries and the opportunities which this could have for the individual valuer and 
the valuation professions in this expanding economic climate are, literally, world-wide.

Ideally, the future would involve an approximation of rules, regulations and codes of conduct for each
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profession, which would estabHsh and/or encourage the development of academic educadon commensurate 
with the needs of the profession throughout Europe. With quality education, professional status, 
employment and remuneration, Europe would be assured of a property profession of the highest competence 
and skill. This could be the beginning.
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Summary
Markets always present difficulties ichen it 
comes to rating valuations. The first problem 
lies in defining tlie unit of assessment for the 
market in order to determine icho is actually the 
rateable occupier; that is, should the rates bill be 
charged to the landlord of the icliole market or to 
the occupier of each individual stall? Wlien this 
has been established, a second problem arises 
regarding the most acceptable method by ichich 
to value the unit of assessment. 
This paper considers these fu'o problems and 
discusses the most suitable trays of solving 
them, using three different types of markets as 
examples.

Introduction

Markets have long existed as a form of 
trading. Throughout history they have been 
a means by which goods could be 
exchanged, bought and sold. They are at 
the very root of the present retail situation.

General or provision markets differ 
widely in character but normally fall within 
one of the following categories:

(1) a number of stalls and booths gathered 
in an open market place where the mar 
ket is held perhaps only on one or two 
days per week

(2) a collection of stalls in an enclosed but 
uncovered market area, each stall occu 
pying a regular site but not necessarily 
being dressed and manned every day of 
the week

(3) covered market halls within which the 
stalls occupy permanent positions and 
may be let on terms which could 
arguably lead to the making of separate 
assessments for each stall.

The majority of such markets are controlled 
by local authorities, although some remain 
in the ownership of market companies and 
private individuals.

For the purposes of the paper, an exam 
ple of each type of market has been exam 
ined. This is followed by an explanation of 
how each market has been valued for raring 
purposes.

Market 1
Market 1 is an open air market with ground 
space only. Stalls are not provided and it is
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open on Saturdays only. The market is situ 
ated in front of a 1970s, single-storey shop 
ping arcade and a purpose-built, 1960s, 
single-storey market hall. There are 295 
marked-off spaces in the market. It is oper 
ated by the local authority, and attendance 
is influenced by such factors as the weather 
and the time of year (for example, Christ 
mas will be a time of great demand for 
stalls).

Market 2
This market hall was purpose built in the 
1930s. It is constructed in solid brickwork 
with a concrete floor, and is situated in a 
town centre.

There are 75 permanent stalls in the mar 
ket, a weighbridge, a superintendent's 
office, a cafe suitable for 80 persons, public 
conveniences and basement stores with 
average headroom of 5 ft. The market is 
again operated by the local authority.

Market 3
The original market, opened in 1S22, has 
been replaced by a precinct which currently 
comprises: around 239 market stalls and 54 
stores; 500 car spaces in a multi-storey car 
park; a hotel containing 167 bedrooms and 
a grand ballroom; and a 410 ft tower with 
food hall, surmounted by a revolving 
restaurant, to act as a flue for the precinct's 
heating system.

The precinct is situated next to a main 
shopping street, and the market is a major 
feature of the precinct. At present, of the 
239 permanent stalls and 54 stores, there 
are 161 stalls on a lower level and 78 stalls 
on a balcony level. The stores are situated 
at basement and balcony level: some are 
constructed of concrete block wood and 
some are simply metal cages. Once again, 
the market is run by the local authority.

The unit of assessment
The unit of rateable property which is actu 
ally assessed is the 'hereditament'. This is a

separate entry in the local non-domestic 
rating list and each one has a rateable 
value. The definition is extended by case 
law, so that each hereditament must be 
capable of definition; be a single geographi 
cal unit; be capable of separate occupation; 
be put to a single use; and, since 1990, 
exclude exempt property and domestic 
property.

All three markets chosen for study com 
ply with these criteria and are therefore 
rateable hereditaments. The problem lies 
with defining the hereditament, ie whether 
each market is one hereditament or 
whether each stall within each market 
should be a separate hereditament. This is a 
question of rateable occupation.

Rateable occupation
Essentially, the law relating to rateable 
occupation has been developed over the 
years by judicial decisions. However, in 
1949, the four essential elements of rateable 
occupation were recognised by the Court of 
Appeal as being:

(1) actual possession
(2) exclusive occupation
(3) beneficial occupation
(4) sufficient degree of permanence.

All these must be present for rateable occu 
pation and for rate liability to exist. The 
details of these elements are well-rehearsed 
and only those aspects which are specifi 
cally relevant are considered here.

With the three markets under study, all 
four requirements are evident. However, in 
each case the question of who is actually 
liable for the rateable assessment, the indi 
vidual stallholders or the market managers, 
will depend on the degree of permanence 
of the stalls in each market, and on the 
exclusive occupation of each market

Degree of permanence of the market stall

For the establishment of rateable occupa 
tion of a hereditament, a degree of perma 
nence of occupation must exist. In the case 
of markets, this is difficult because the
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majority of market stallholders are under 
no pressure to stay, and often do not return. 
Many market stalls are occupied on a day- 
to-day basis, which means that no degree of 
permanence of occupation can be estab 
lished whatsoever. Also, a market may only 
operate for one or two days a week, again 
not allowing any permanent occupation to 
be established. In situations like this, how 
ever, rateability cannot be avoided simply 
because a stall has no permanent siting. It is 
the owner of the market as a whole, rather 
than the individual stallholders, who 
would be rateable in these circumstances.

On the other hand, the market stall could 
be fixed in one position and not removed 
for a long period of time while remaining in 
the same occupation. This would be seen as 
a sufficient degree of permanence for such 
a stall to be considered suitable for individ 
ual assessment and the occupier of the stall 
to be rateable, as long as other factors were 
satisfied (most importantly in this case the 
degree of paramount occupation).

It is necessary for the three markets to be 
considered individually with respect to 
these possible circumstances.

Paramount occupation of the market stalls

In some cases, it is not always immediately 
apparent who is the rateable occupier, since 
more than one person may exercise rights 
in respect of the same stall. The rateable 
occupier(s) will be determined by identify 
ing who is in paramount occupation of the 
whole, or parts of the stall. Cases involving 
paramount occupation should follow the 
decision in Westminster City Council v South 
ern Railway Company (1936) AC 511-537 
where the courts were required to establish 
whether the railway company or the 
traders were in (rateable) paramount occu 
pation of the properties which were sub-let. 
It was held (ibid at p. 526) that:

'(1) where there are rival claimants to occu 
pancy, the crucial issue must always be 
what in fact is the occupation in ques 
tion? It is immaterial whether the title 
to occupy is attributable to a lease, a 
licence or an easement. The question in 
every case must be one of fact namelv

whose position in relation to the occu 
pation is paramount with regard to the 
position and rights of the parties in 
respect of the premises in question, and 
with regard to the purpose of their 
occupation;

(2) where such one rival claimant retains 
control over the other, the degree of 
control must be examined, and the 
examination directed to the extent to 
which its exercise would interfere with 
the enjoyment of the occupant of the 
premises for which he occupies them, 
or would be inconsistent with his enjoy 
ment of them to the substantial exclu 
sion of all other persons. In particular, 
control over access by a landlord is not 
decisive against a tenant being in rate 
able occupation;

(3) on the facts, each of the buildings and 
structures in question was held to be in 
the rateable occupation of the person to 
whom it was tenanted, in spite of the 
wide measures of control retained over 
each station by the Southern Railway 
Company; and each was a rateable unit 
in the occupation of the sub-tenants.'

In order to reach a conclusion on the 
paramount occupier of each market in 
question, it is necessary to consider the 
principles established by the decision in the 
Westminster case. It therefore needs to be 
decided whose position in relation to the 
occupation of the sub-let parts is para 
mount and whose position is subordinate.

To determine who is in paramount occu 
pation of each of the three markets and, 
therefore, to define the units of heredita 
ment, it is necessary to ask two questions:

(1) does the control exercised over the use 
of the market stall by the market opera 
tor amount to more than one would 
expect to ensure good management of a 
retail development containing a sub 
stantial number of individual units?

(2) does the control exercised interfere with 
the licensee's exclusive use of the stalls 
for the purpose for which they are occu 
pied?

The facts concerning each of the markets 
need to be considered alongside the princi-
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pies established in the Westminster case. It is 
necessary to consider the degree of actual 
day-to-day control exercised by the market 
operator on behalf of the local authority 
owner in terms of access to stalls, security, 
the degree of direct supervision, etc.

The covenants within the agreement 
found in the Westminster case governing 
management control of the hereditament 
are listed as follows:

(1) access was limited to all buildings, due 
to the station gates being closed at cer 
tain hours

(2) the railway company had rights in cer 
tain cases to decide upon the line of 
approach to be used by the bank and 
their employees in going to the 
premises

(3) the railway company could control 
pipes and cables running through, 
under or over the premises within the 
station

(4) the hereditament and their employees 
had to observe the bylaws and regula 
tions necessary to maintain good man 
agement of the station

(5) the railway company was allowed to 
enter the individual premises to view 
their condition and to inspect and 
repair adjoining properties

(6) the company could insist on the removal 
of any employee who was objectionable 
and could close down the station in 
cases of emergency

(7) a clause was included for re-entry on 
non-payment of rent or insolvency. 
Some agreements contained convents 
against assigning and under-letting, 
and convents of quiet enjoyment

(8) W. H. Smith were given a sole licence to 
sell books ...

(9) clauses were included which stipulated 
the size, nature and positions of the 
kiosks which were subject to the rail 
way company's general manager, who 
had the power to move the kiosks to 
other positions within the station

(10) indecent and objectionable books could 
not be sold. Thereby, the company had 
some degree of control over what was 
sold.

It is necessary to consider each of the mar 
kets alongside the Westminster case. By 
doing so, the degree of control may be seen 
in each market and a rateable occupier may 
be established.

Rateable occupation of Market I 
Market 1 is open for one day a week. The 
stalls are erected at the beginning of that 
day's trading, and then dismantled and 
removed at the end. This, in itself, indicates 
no degree of permanence whatsoever. In 
addition, the ground space for stalls is let 
on a daily basis. Thus it would be impossi 
ble to place any degree of permanence 
upon any occupier, since they are not obli 
gated to remain for any longer than one 
day's trading.

With regard to the degree of occupation, 
the market trader has no guarantee of being 
able to occupy a space, since each space is 
re-let each week. Therefore, the stallholder 
has little control over any plot of ground, 
who occupies which ground space and 
when. The local authority, rather than the 
stallholder, therefore, has paramount occu 
pation of the market.

Thus, it is the local authority who has 
rateable occupation of the whole market, 
and the whole market must be considered 
as a single unit of assessment when valuing 
for rating purposes.

Rateable occupation of Market 2 
The market stalls of Market 2 are fixed in 
place and are not taken down and removed 
at the end of each day's trading. This indi 
cates a permanent siting of the stalls them 
selves, making it possible for permanent 
occupation to exist. The question then 
arises about whether each occupier of each 
stall has a sufficient degree of permanence 
to be considered a rateable occupier.

The stalls are let on a weekly basis and 
therefore occupation is only guaranteed for 
one week. This, on the surface, suggests 
that there are few grounds for a degree of 
permanence to be established. However, it 
is extremely rare for a stall to be occupied 
for a short period of time. All stalls in the 
market have been occupied by the same 
trader for at least the last six months. Each
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trader locks the stall at the end of the day 
and leaves it ready for trading the next day. 
This suggests a degree of permanence in 
respect of the occupier and it is considered 
that this is sufficient to assess each stall as a 
separate unit, with regard to permanent 
occupation, when defining the rateable 
occupation of the market.

However, the degree of control exercised 
over the use made of the stall also needs to 
be considered when defining the rateable 
occupation of such a market. It is a question 
of the degree of day-to-day control exer 
cised by the market operator over the use 
made of the stalls.

Although access to the market is 
restricted for each stallholder, control over 
access by a landlord is not decisive against 
a tenant being in rateable occupation. 
Therefore the degree of control which the 
landlord has over the use of each individ 
ual stall needs to be considered.

The stallholders in Market 2 are respon 
sible for their own trading from the stalls, 
the general orderliness within those stalls, 
and the securing of the stalls at the end of 
the day. All other responsibilities such as 
lighting, electricity, security of the market 
and maintenance of the stalls themselves lie 
with the landlord, ie the local authority.

In respect of the degree of control held 
over the use of the stalls, it was considered 
that paramount control lies with the land 
lord. The tenants are seen to be concerned 
simply with the running and protection of 
their own business, rather than the stalls 
themselves.

Thus, although a sufficient degree of per 
manence appears to exist in respect of each 
stallholder for individual rateable occupa 
tion to be established, it seems as though 
paramount occupation lies with the land 
lord. Since both conditions need to exist for 
rateable occupation to occur, it is the local 
authority which is considered to be the 
rateable occupier of this hereditament, and 
Market 2 is therefore assessed as a single 
hereditament.

Rateable occupation of Market 3
The degree of permanence of stalls within
Market 3 is established along the same lines

as that of Market 2. The stalls are fixed in 
position, implying that permanent occupa 
tion is possible. Again, the stalls are let on a 
weekly basis, but are actually occupied for 
longer periods of time normally on a per 
manent basis. This establishes a degree of 
permanence for the occupier, sufficient for 
each unit to be considered as separate when 
defining rateable occupation in relation to 
the degree of permanence of occupation.

The degree of control over each stall, 
however, differed from that of Market 2. 
Again, access to the market is restricted for 
the stallholder, but this is not necessarily 
significant because the question must be 
not who is in paramount occupation within 
the area in which the premises are situated, 
but who is in paramount occupation of 
each stall.

In Market 3, the stallholders are respon 
sible for their own stalls. It is up to the 
occupier to make sure that the stall is main 
tained. The occupiers must pay for the sup 
ply of electricitv and water to their stalls. 
This is paid for by way of a service charge, 
in addition to the rent paid for the occupa 
tion of the stall itself. The only restraint 
placed on the occupiers of the stalls is that 
they must restrict the trading to that which 
is stated in the lease. This, and the restric 
tions on access to the market, are not seen 
as sufficient grounds to prevent each stall 
holder from being considered in paramount 
control of their own stall, but are more in 
the nature of restrictive covenants.

Therefore, since the stallholders can be 
defined as having a sufficient degree of per 
manence, and being in paramount occupa 
tion of their own stalls (and all other rules 
of rateable occupation are satisfied), each 
stall is a separate hereditament, and there 
fore assessed on an individual basis.

Rateable values
The basis of valuation for rating set out in 
the Local Government Finance Act 1988 
(ss. 41-2), requires the valuation officer to 
place a rateable value on all property that is 
neither domestic nor exempt for each 
charging authority area.
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The valuation for rateable value is based 
on the level of net annual value as at 1st 
April, 1988, (the 'antecedent valuation 
date'), but taking the property and its sur 
roundings in the physical condition that 
existed on 1st April,' 1990, (Sch. 6, Local 
Government Finance Act 1988 and the Rat 
ing Lists (Valuation Date) Order 1988).

Where markets are concerned, there are 
three main methods of valuation which can 
be used for calculating rateable values. 
These are rental evidence, the profits 
method and the contractor's test, adapted 
to conform with the statutory definition of 
rateable value (Sch. 6 (2) Local Government 
Finance Act 1988). Evidence from one or 
more of these methods may be used and 
each one should be considered in order to 
determine which is the most suitable in 
each particular case.

Methods of valuation

Assessments are made either on the basis of 
each individual stall or the whole market.

The markets described have generally 
been valued using the same method for 
1990 as that adopted for the 1973 Valuation 
List. Where stalls have been valued individ 
ually, rental evidence was used. Where the 
T vho!c markets have been valued as a single 
hereditament then the profits basis has 
been adopted, using accounts where avail 
able.

Market 1

Market 1 was valued as a single heredita 
ment, using the profits method of valuation 
for the 1990 rateable values, and this was 
possible only because accurate accounts 
were available.

Table 1 shows the calculation to rateable 
value of Market 1 for the 1990 Rating List.

Market 2

Market 2 was valued as a single heredita 
ment. For the 1990 Valuation List, accurate 
accounts were available and, therefore, a 
profits method of valuation could be used

Table 1 Market 1:1990 rating valuation

Profit} method
Gross revenue for

year ending 31/3/88

Less expenses per accounts

Divisible balance

Less tenant's share @ 
20% of gross revenue

Rateable value, sav

204,378.75

72,328.75

132,050.00

40,875.75

91,250.00

to calculate a rateable value, as illustrated 
in Table 2.

Market 3

Each stall within Market 3 was valued as a 
separate hereditament. For the 1990 valua 
tion, use was made of rental evidence to 
calculate individual rateable value assess 
ments. Stalls on the balcony level were val 
ued at the same rate as stalls at market hall 
level. Stores were at a lower rate. 
Allowances were also made for double 
frontages, triple frontages and the disability 
of columns.

Table 3 shows how rental evidence was 
used for the 1990 valuations. A selection of 
valuations is shown in Table 4 to illustrate 
the use of the rental basis of valuation.

Table 2 Market 2:1990 rating valuation

£Profit? ntt-tlMii
Gross revenue for 

year ending 31/3/88

Less expenses per accounts 

Adjusted for capital financing

Divisible balance

Less tenant's share © 
20% of gross revenue

Rateable value, sav

267,356.25

116.618.75

5,513.75

111,105.00

156,251.25

53,471.25

102,500.00
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Table 3 Market 3:1990 rating valuation 

Rental evidence

(1) Basic rate: £225/m-.

(2) Positition within the market
(a) stalls 1 to 8: £168.75/nv
(b) stalls 11 tol6£193.75/m:.

(3) Columns within stalls
(a) at rear of stall: nil
(b) at near or front of stall: 5^ deduction for 

whole column; proportion deduction for 
part of column (eg, 2.5 t/c for half a 
column).

(4) Double frontage (corner position): plus 5'~r.

(5) Double frontage (island position): plus 7.5'~<.

(6) Triple frontage (end island position): plu? 
109c.

Stores: basic rate £45.35 per square metre.

Conclusion

In defining the unit of assessment for each 
of the three markets, the decisions allowed 
a rating assessment to be made.

In the case of Market 1, it was logical that 
the rateable occupier should be the local 
authority, because there was a definite lack 
of permanence of occupation in respect of 
any of the market stalls, making it impossi 
ble for any degree of paramount control to 
be exercised by any of the market occu 
piers.

With Market 2, the rateable occupier was 
not as clearly defined until further investi 
gation took place into paramount occupa 
tion regarding the degree of control 
exercised. Having done this, however, it 
^ras correct that Market 2 should be 
assessed as a single hereditament with the 
local authority the rateable occupier, since 
it exercised definite paramount control.

Market 3 gave rise to a much more con 
tentious situation when establishing rate 
able occupation. Upon defining the 
stall-holders' degree of permanence, it was

Table 4 Market 3: examples of 1990 
rating valuation

Stall no. 6

Market stall (17.5m- @ £168.75) 

Rateable value, say

Stall no. 69 ..

Market stall (11.42m- @ £225) 

Double frontage (plus 5^ ) 

Disability of columns (minus 5^ )

Rateable value, say

Siiill no. 120

Market stall (13.8m-   £225) 

Double frontage (plus 5% )

Rateable value, say

' no. 207

Market stall (10.22m- @ £225) 

Double frontage (plus 5T<) 

Triple frontage (plus 107,) 

Rateable value, say

2,953.13

2,950.00

2.569.50 

12S.48 

128.48

2.569.50

2,550.00

3,105.00

155.25

3260.25

3,250.00

2.229.50

111.47

2,575.07

2,500.00

difficult to establish exactly who had con 
trol over each stall the individual occupier 
or the landlord. In the end it was clear that 
each stallholder should be a rateable occu 
pier, and each stall was therefore subject to 
a rating assessment.

However, slightly different facts could 
have justified the assessment of the market 
as one single hereditament. It could have 
been proven that the local authority had 
more control over each stall than was the 
case, and then the local authority would 
have been liable for the rates because the

689



Journal of Property Valuation 6- Investment: W Hen! and Plimmer

stallholder would not have satisfied all the 
requirements for rateable occupation.

The methods of valuation used were 
acceptable with regard to each market's 
rateable occupation.

The profits method, where accurate ac 
counts are available, provided acceptable 
valuation figures for both Market 1 and 
Market 2.

To value each stall individually, using 
rental evidence, was the most appropriate 
way of assessing Market 3 for rating. How 
ever, if the market had been assessed as a 
single hereditament, it would have been 
very difficult to use this method and so the 
profits method would have been applied. 
This would not have been .easy, because to 
establish an account for a market with so 
many stalls would have been very labori 
ous not only the calculations, but also the 
collection of information. This should not, 
however, be a reason to assess each stall 
individually.

Both the methods of valuation used and 
the units of hereditament defined have 
resulted in justifiable assessments for rating

being made. This model could therefore 
provide suitable guidelines for the rating 
valuation of other markets throughout the 
countrv.

This paper is based on undergraduate research car 
ried out by Nicholas Heal B5c EstMan at the Valua 
tion Office. Liverpool, and The University of 
Glamorgan (foniterht The Poh/teclinic of Wales). 
Nick is currently a part-time lecturer in the Depart 
ment of Property ami Development Studies at The 
University of Glamorgan.
Frances Plimmer MPhil Dip EstMan FR/CS FSVA 
IRRV teas tutor to the research and is a Senior Lec 
turer at the Department of Property and Develop 
ment Studies at The University of Glamorgan.

Note
While based on actual markets, this paper dis 
cusses three different market types, and the val 
uations, while accurate in approach and method, 
are not actual valuations which apply to any 
hereditament in any rating list.
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ABSTRACT

With the amazing achievements in economic growth and land and 

housing reforms, China is moving towards an open market for 

landed property. A massive demand for qualified property valuers 

is anticipated bearing in mind the vast size of the country and 

its population.

To address the issue, the paper will discuss the effective and 

efficient delivery of education and training programmes for 

valuers in support of the country's development, by investigating 

a computer-assisted approach and how this approach can be devised 

and implemented.



1 INTRODUCTION

 China has chosen a brave road to modernisation, with land reform at the top 

of the agenda" (Pattison, 1990a). Since the end of the 1980s, the country's 

achievements in economic growth, land reform and the development of .the 

property market, have created a new image for the nation in the world (see, 

for example. Mclellan, 1992; Pattison, 1990b).

The speedy economic process of construction.and urbanisation challenges the 

country to provide professional services and professional training and 

education now urgently needed by the new and ever-changing socio-economic 

environment. This paper, in order to put the subject matter in context, 

investigates first the country's need for property valuation expertise and 

valuation professionals by examining its recent socio-economic developments 

and anticipated needs for the future. Then, a computer-assisted approach to 

the education and training of valuation is proposed and investigated as a 

result of an observation of its current status and problens.

2 CHALLENGES AND OPPORTUNITIES

The need for valuation skills and qualified valuers can be established by the 

examination of the challenges and opportunities presented by the current 

socio-economic development in China. Some of the major challenges and 

opportunities are outlined in this section, and in the light of these, the 

need for valuation skills and qualified valuers is readily identified.

2.1 The Economic Reform

China began to adopt an "open door policy" and to carry out economic reform 

towards the end of the 1970s. By introducing market competition mechanisms, 

readjusting the economic management system and encouraging international 

trading through opening up cities and towns, China has 'achieved sustained 

economic growth. According to Mclellan (1992). the latest estimate of the 

economic growth for the country was 11 per cent, the highest national growth 

rate having been recorded in 1992 (see also Nicoll. 1992).
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Recent official reports and leading officials' speeches have indicated that 

China is determined to continue to transform its highly centralised socialist 

economy into a so-called 'socialist market economy', which is defined by the 

Chinese as "a market economy based on socialist public ownership" (Wu, 1992; 

see also Ding. 1992).

The last couple of years have witnessed a tremendous growth in the private 

sector particularly in the coastal regions such as Guangdong. Fujian and 

Shanghai. Many of the economic activities have developed vith more 

 capitalistic" features.

2.2 The Land Reform

China's national land management system reform, which began in 1987, has 

developed more slowly than other socio-economic reforms, the proposal for 

consideration having been put forward at the beginning of the 1980s (Wang, 

1983). China's Constitution of 19S2 and the Land Administration Law of 1986 

prohibited the leasing of land. However, the rapid economic development of the 

country and further economic reform exerted great pressure on the old land 

administration system and urgent reform was therefore required.

Five main factors can be identified which triggered the national land use 

system reform :

a. a serious shortage of medium and long term finance for the 

construction of an urban infrastructure:

b. the implementation of the "open door policy" to attract foreign 

investment;

c. the recognition of the wastage of scarce land resources under the 

old land use system and land as an asset with increasingly high 

value:

d. the requirements of the new economic system such as rational 

readjustment of the primary factors of production (land, labour
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and capital) and market competition among firms; and, most 

importantly,

e. the ability of land to provide a major source of State revenue.

The land use system reform has been carried out initially through the 

experimental practices in the Special Economic Zones and some large "open 

cities* and was later consolidated in a series of national codes of 

legislations and regional regulations. These include the 'Amendment to 

Constitution of the People's Republic of China' in April 1988 and 'Revised 

Land Administration Law', which provided a legal basis for the reform in the 

land use system. These stipulated that 'the right to use land may be assigned 

in accordance with the law", and that 'the State implements, according to the 

law, a system of paying for the use of State-owned land*.

These laws are considered momentous in securing the land use system reform. 

They indicate that effectively a leasehold system for land administration was 

being adopted by legislatively separating the ownership of land and the right 

to use land and by allowing further measures to be taken to perfect the 

system.

The 'Granting and Assigning Leaseholds [Land Use Rights] in State-owned Urban 

Land Provisional Regulations' promulgated by the State Council in May 1990 is 

s major step toward refining the new system. The Regulations drew up a basic 

framework within which State-owned urban land leaseholds n-.ay be granted, 

assigned, leased, mortgaged and terminated. The purposes of providing the 

Regulations are stated as: "to reform the system for using State land in urban 

areas; to rationalise the development, exploitation and commercial use of 

land; to strengthen the administration cf land; and to promote urban 

construction and economic development."(Ratcliffe et al, 1992, p. 7)

Other legislation relevant to the land use system reform includes taxation and 

planning laws and also various implementing rules and regulations passed by 

regional governments. These result in different regional practices in 

implementing the new legislation and, therefore, some confusion, which is 

further exacerbated by-regional differences in economy and geography.
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2.3 Emerging Property Market and Housing Reform

A property market is emerging in China which is triggered mainly by the new 

land tenure system, economic growth and the reform in housing. A surge of 

investment (including overseas investment) in property development has been 

witnessed in the last two years (Li & Zhao, 1992; Jiang, 1992: Pan. 1992). 

During the same period, a large number of development companies and property 

services have sprung up, including those established in the form of joint 

ventures with foreign investors and the private sector.

2.3.1 Property Market

Theoretically, in Chinese terms, the landed property market comprises three 

tiers (Cheng, 1991).

The first tier of the market exists where the State as the land owner, grants 

leaseholds of land' to property development corporations, enterprises and 

institutions. The local State Land Bureaux perform this function by tender, 

auction and agreement. It is a highly monopolistic market in which the Stats 

controls the release and price of land, whether the land is undeveloped or 

developed.

At a recent national conference on real estate development in the Zhuhai 

Special Economic Zone, one of the Vice-Premiers ZHOU Jiahua said that the 

State must monopolize the first tier of the property market by implementing 

unified land planning, acquisition, development;'-management and granting of 

leaseholds (Li & Zhao, 1992).

The second tier of the market includes all the activities of assignment, 

letting and mortgaging of properties by real estate development corporations 

after they have developed or re-developed the land, in agreement with the 

terms of their leasehold contracts with the Government.

The re-assignment, letting and mortgaging of properties passed down from the 

second tier of the market comprise the third tier.
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Both the second and third tiers of the market are sometimes considered as one 

and are open to market forces because they receive limited Government 

intervention. The Government does not directly control property prices in the 

market, but may re-adjust market conditions when it is considered necessary, 

through its land release and taxation policies.

The second and third tier markets involve a variety of-property activities. 

These activities are in themselves complex and need the support of a sound 

market-oriented regulating framework. There are many problems and some of 

those can be considered as having been "inherited" from the first tier market. 

For example, unfair market competition exists where some development companies 

sell or let their properties at low prices because they acquired land through 

the existing allocating system, thereby lowering the cost of development. By 

comparison, those companies which acquired land through market competition 

within the first tier find it difficult to compete within the second tier of 

the market because of the price control exercised by the State within the 

first tier. Also, because of the limited and cautious release of land under 

the monopoly of the State, there has been an imbalance of demand and supply 

whereby speculation and profiteering frequently occur, and this affects the 

stabilisation of the second and third tier markets.

Currently, the development of these two markets is still limited and varies 

by regions. This is because of a number of constraints which operate against 

their development. These constraints include the multi-interventions of 

different government departments at the local level, such as the pricing, 

planning and other relevant authorities. More often, it is the investors who 

find themselves facing the confusion arising from it. There is a need to 

establish a uniform administrative structure so as to create a stable 

environment within which all the activities can be operated confidently.

Another constraint is the immature commercial environment. This is a rather 

comprehensive socio-economic aspect of the problem. The commercial 

environment not only depends on the healthy development of the market economy 

and relevant laws and regulations to ensure the legal base of property, but 

also requires the support of all the property-related services. A sound 

development of the second and third tiers of the property market will be 

significant not only to the real estate industry but also to the economy in
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general.

The Government generally allows an open market for industrial and commercial 

properties and flats for owner-occupation and houses, be it for selling or 

letting. It uses its monopoly in the first tier market, (i.e. the release of 

land,) to influence property price in the so-called second and third tiers of 

the property market.

The relationship and interdependence of the three tiers are well recognised 

in the current policy by the Government. The development and stabilization of 

the second and third tiers of the market depend on the first tier ir-arket i.e. 

the supply of land. However, the first tier market will not grow without the 

opportunities offered by the second and third tier markets. It is anticipated 

that the present policy will eventually produce further growth in the 

fledgling open market in landed property.

2.3.2 Housing Reform

Together with rapid economic and urban infrastructure constructions, the 

housing system reform also provides impetus to the growth of a real estate 

industry and property market.

China has implemented a welfare housing system in urban areas for 40 years, 

which provided accorr-Ticdation for urban residents at extrerr.sly low rents. The 

rent amounted to 8 per cent of an individual's income at the tine   of the 

founding of the PRC, but gradually decreased to 1-2 per cent along with an 

increase of average income per capita (Jin, 1990, p. 6). The average rent per 

square metre is less than £0.03 for inhabitants in cities and tcvr.s all over 

the country. Rents for State-owned housing were usually lower than 30 per cent 

of the maintenance expenditure (ibid.).

Despite the country having built a considerable amount of housing (532 million 

m2 between 1950-79 and 1,500 million mz in the last decade (Dai, 1992a)), 

housing still remains one of the biggest social problems and 3. heavy economic 

burden for the Chinese Government.
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The housing reform, which was initiated in 1988, set commercialization as its 

strategic objective. The Government recognized the need for such a reform and 

its significance to the development of a healthy real estate market, 

construction industry and building material industry.

The following have been identified as the main developments in the housing 

reform programme:

a) Rents are being gradually raised. This serves two purposes: a 

recovering of maintenance costs (and. further, capital outlay) and an 

encouragement for tenants to move to owner-occupation. (Interestingly, 

as discovered in the research interviews, the movement to owner- 

occupation, particularly the sale of council houses, in the U.K. in the 

 1980s had been carefully studied^by the Policy Research Centre of the 

Ministry of Construction).

b) Efforts are being made to organise financial sources for housing 

provision. These include the establishment of public housing funds 

which require both the employer and the employee to make monthly 

deposits into the funds. The contributions of both belong to the 

employee.

c) Financial services and assistance are being provided for the building 

and purchasing of flats or houses, such as loans and mortgages by banks 

(Dai. 1992b).

d) Residential exemption or relief from certain taxes, such as business 

tax, property tax, land use tax and the tax for the State Funds for 

Energy, Transportation and Capital Construction, have been put into 

practice. For example, the business tax will be exempted on the income 

of selling new and old housing units at the standard price (Chinese 

equivalent for the 'market value') by enterprises, real estate 

management companies and construction companies (Anon, 1992b).

e) Preferential treatment is offered in many cities to foreign investors 

in housing development, such as priority in granting leaseholds and tax 

relief (for example, the Shanghai Municipal Government. 1990).
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It will probably take some time before China can achieve complete 

commercialization in housing. However, the present housing reform offers 

great opportunities for the development of a property market in the country.

3 ANTICIPATED HEEDS AND CUKS.ENT DEVELOPMENT

3.1 Needs of the Future for Healthy Economic, Land and Property Development

There is no doubt that China will need to do a great deal to ensure healthy 

economic, land and property development for the future. It will need to take 

measures further to improve and consolidate the existing law, regulations and 

standards governing and regulating economic activities and those relating to 

the landed property market in particular. There is also a need to take 

measures to ensure that its ecorTomic practices conform to international rules, 

if it wants to achieve international recognition and thereby the further 

success of its 'open door policy".

Nevertheless, to support the future development of a healthy, stable property 

market, the need for a huge supply of qualified professionals is being 

anticipated.

The economic and land reforms, together with the 'open door policy", have 

brought new life to China's economy and its rapid urbanisation. Economic 

activities have been increasing tremendously in terms of both volume and 

variety. The research has identified that it is the variety of economic 

activity that has increased the need for valuation skills and qualified 

valuers. Joint ventures, business mergers, limited liability companies, and 

insolvency are all new economic phenomena in China. These activities all 

involve a change or transfer of ownership in landed property assets which need 

to be valued properly. However, the necessary skills and professionals are 

limited, if not scarce. These few professionals come mainly from the existing 

land and housing administrations, and other related disciplines such as 

economics, finance and law, their quality of relevant skills and quantity 

being far from meeting the current and anticipated needs of the development 

of the property market.
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The need for valuation skills and qualified valuers on a large scale cannot 

be more strongly evidenced than by China's movement towards the housing 

commercialisation in urban areas.

According to Feng (1991), there were 467 cities and more than 11 thousand 

towns in mainland China by the end of 1990. with urban State-owned land 

covering an area of more than 25,000 square kilometres. The first national 

urban residential survey in 1985 (ibid.) covered more than 150 million people, 

around 40 million households and a total housing stock of over A,675 million 

square meters, 74.95 percent of which were State-owned. Ey the end of 1990, 

the total urban housing stock was 6,600 million square meters, of which the 

State-owned 4,800 million square metres.

The U.K._ has about 36,000 members of the General Practice Division of the 

RICS. the division in which valuers are most usually represented (RICS 1991. 

Appendix 4). A vast country such as China (with a total area of 9.6 million 

square kilometres and a total population of almost 1.2 billion being 20 times 

the estimated population of the U.K.) will certainly need more valuers even 

if a less-.sophisticated property market is developed over the medium term.

When explaining the reasons why the State did not implement the new land 

tenure system on a nationwide scale immediately in 1988, Professor W.-.NG 

Xianjin (1988), the Director of the China's Land Society (CLS) and the State 

Land Administration Bureau, identified the serious shortage of land management 

professionals, and valuers in particular. He himself led a delegation which 

visited the Royal Institution of Chartered Surveyors (RICS) in London in 1989 

(Pattison, 1990b). This initiated the co-operation agreement between the RICS 

and the CLS with the stated aim that Britain would help China train land 

professionals (Woolley 1991). The agreement has received the sponsorship of 

the British Government's Overseas Development Agency.

3.2 Current Development of Valuation/Appraisal in China

The research has found several definitions of valuation/appraisal in China 

which reflect China's current understanding of the assessment of property 

value. These definitions indicate that the concept perceived by the Chinese
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does not differ very much, in general terms, from that perceived by the 

British, albeit there is a great difference in procedural aspects arising from 

different land tenures and culture.

According to the Ministry of Construction (Policy Research Centre of MoC, et 

al., 1991, p.2), real estate valuation- is defined as

 making a scientific estimate of the worth or price of real property by 

a person who has professional expertise and experience and who^carries 

out the work by selecting useful data from a comprehensive analysis of 

all the information of property prices he or she is able to collect, 

conducting a site survey "him/herself and choosing an appropriate 

valuation approach and tools with regard to the different purposes of 

valuation.*

Whilst being more concerned about land, ths State Land Administration Bureau 

(SLABH1991, p.46) has a more lengthy description of the land appraisal:

"Land appraisal is carried out on the basis of land classification. It 

uses, where appropriate, the methods of investment approach, 

comparative approach, rent splitting approach and residual approach to 

determine the average price of land of different uses in a certain area 

within a certain period of time and then establishes the basic 

price/value of land of different types, in the light of the market 

conditions of land of different uses and incomes within a certain 

period of time, the need to utilize land rationally and scientifically 

and other factors like government industrial policies. Before a 

leasehold is to be granted, assigned, leased or mortgaged, the marked 

pries of a plot at a specific point of time when its leasehold is to be 

granted or assigned, is assessed and determined by making adjustments 

to the basic price/value in the light of the use and condition of land 

parcel, depth of the distance from the front, planning requirements, 

market conditions of demand and supply, expected income of land, years 

of leasehold and industrial policy. Finally, the transaction price 

[realisation of market value] is to be achieved in the land market."

At the local level, for example, Guangzhou Municipal Real Estate
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Administration Bureau (1989, p. 132) defines real estate valuation as "making 

an accurate and scientific assessment of the price of the object building 

and/or land, taking into account the purpose and the factual conditions of the 

object to.be valued and that of the market'.

At present, the most widely and frequently used methods for valuation in China 

are the replacement cost method, the element cost analysis method and the land 

costings summation method (Policy Research Centre of the HoC, et al., 1991).

These methods are, as their names suggest;- basically cost-based approaches 

used in place of real estate valuations. One important weakness of these 

methods is that they are unable to reflect the ever-changing market conditions 

and therefore a true value of properties. Several important factors which may 

have contributed to their popularity and therefore may justify their use are 

identified as follows:

a. the lack of market evidence to enable the use of other methods 

commonly known in.the Vest;

b. promotion of owner-occupation with a consideration of people's 

affordability arising from the housing reform;

c. local authorities eagerness to attracting inward investment; and

d. the lack of qualified valuers and the knowledge and tradition of 

other valuation methods which makes the cost-based methods more 

appropriate for fixing a value.

However, other methods of valuation known to the West, such as the comparative 

r.ethod, residual method, contractor's test and investment method, are being 

increasingly used in appraisal in some large and medium-sized cities and in 

the special economic zones where the land and real estate market is more 

active (refer, for example. Shenzhen Property Valuation Department, I991a). 

These methods which were introduced from Hong Kong are being modified to 

reflect the Chinese conditions (Shenzhen Property Valuation Department. 

1991b) .
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There is a wide recognition of the lack of modern valuation methods 

appropriate for the use in China and the shortage of qualified valuers. 

Learning from foreign countries has been one of the major policies in China 

to improve, amongst other skills, its valuation methods.

it EDUCATION AND TRAINING OF VALUATION IN CHINA

There are no studies available concerning the education and training of 

valuation in China. The following review in this section results mainly from 

an investigation undertaken partly in China and concerns the status quo of the 

education and training of valuation. Informed speculation of its future 

development and proposals are outlined.

4.1 Requirements

China is practising a licensing system of various kinds for anyone who 

undertakes real estate valuation, albeit no national uniform requirements have 

yet been found. Although the practice is -so far regionally based, the 

qualification criteria reflect current demand for the education and training 

of valuers in China. The authors reviewed regional regulations governing the 

qualifications for real estate administrators and valuers and found 

variations in the requirements for valuers. These requirements varied in 

specification by regions, and are identified and summarised as follows:

A valuer should havs:

1. a knowledge of valuation:

2. a proper level of education;  

3. a qualification awarded as a result of training at local real 

estate administration;

4. at least two years experience in real estate appraisal;

5. passed a professional test at fixed intervals (this also differs 

by regions and may be sat at either two or three year intervals);

6. moral integrity and principles;

7. a registration with the local real estate administration;
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8. a knowledge of government policies on real estate pricing;

9. a knowledge of construction (particularly the knowledge of 

budgetary estimates of construction);

10. a knowledge of price administration;

11. a knowledge of law;

12. an education of above senior middle school. or technical 

secondary school,

13. at least two years (some cities differ by three or five years) 

experience in real estate administration.

The items 1-7 above occur most frequently in those regional regulations 

specifying the requirements for valuers, albeit variation exists in the number 

of items and details of these^requirements ,

According to the Ministry of Construction, the State Price Administration 

Bureau and the State Administration Bureau for Industry and Commerce (1988), 

the main task of a valuer is to make a reasonable assessment of the worth or 

price of real estate property in line with the principles and criteria of 

pricing and based on the market conditions of demand and supply, so as to 

provide a basis for determining the value or price of property in the 

transaction, mortgage, compensation, arbitration and transfer of interests.

It should be pointed out that there is no concise Chinese definition of a real 

estate valuer. Although there have been some regulations regarding the 

qualification of valuers, consensus and uniformity still has not been achieved 

(Lanzhou City Real Estate Administration Bureau, 1992).

4.2 Interest in the Provision of Skills in Valuation

A strong interest in the provision of valuation skills was demonstrated in the 

interviews with representatives of the SLAB, MoC, local real estate 

administrations and academic institutions. This was reflected in their 

investigations of overseas experience in education and training in valuation 

skill on the one hand, and their efforts in setting up training and academic 

courses on the other. Other sources of information (e.g. VTang, 1991) revealed 

that there have been 28 institutions of higher learning and secondary
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vocational schools which have set up land management-related courses including 

the People's University and Beijing University of Agriculture in Beijing, and 

Tongji University in Shanghai. These courses had produced 1.500 graduates by 

1991.

Links have also been made with foreign institutions concerning .land 

management. According to Wang (ibid), there are mutual exchanges and visits 

with 14 countries and regions in the world. Although the sources did not 

mention all of the specific topics of these links, the provision of valuation 

skills was one of these concerned.

The link between the Department of Property and Development Studies at the 

University of Glamorgan and Suzhou Institute of Urban Construction in China, 

which has been established as a result of this research and is funded by the 

British Council, is another «xample demonstrating the Chinese commitment in 

this resnect.

4.3 Current Development

In a strict sense, there is no formal professional education for valuers. The 

sbove-mentioned courses are broadly termed for land and/or real estate 

administrators and incorporate training for real estate valuers. China has a 

well established education for land surveying and building construction. 

However, the traditional delivery of these disciplines did not incorporate 

lav. management nor economics. The courses have been concerned with -purely 

technical matters (Walker, 1991).

The research discovered that recent developments have been carried out mainly 

within the above two disciplines by restructuring existing courses or 

establishing new courses of a similar discipline. The division of authorities 

between the land administration and construction industry is considered to 

have influenced the development of formal education and training. Whilst the 

land management courses within the land surveying discipline offer a four-year 

degree programme of education, the real estate management course within the 

building construction discipline provides a three-year higher education 

diploma, albeit the two strands also deliver courses at the secondary
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vocational/technical school level.

The student in-take normally comprises graduates of the senior middle school. 

However, in-take from industry is not uncommon.

Staff are normally specialised in their own subject areas, with limited 

knowledge of property management and valuation. Experienced staff in property 

management and valuation are rare.

In the absence of academic courses in valuation, the research has been 

investigating the land management and real estate management courses in China, 

because they involve more property valuation and development appraisal than 

other identifiable property-related courses, such as land surveying. In the 

description of the land-related courses provided at higher education level 

(State Land Administration Bureau, 1991) , the curriculum for the land 

management courses include main subject areas such as:

introduction to land management, land use planning, cadastral 

administration, land law studies, construction land administration, 

aerial survey and remote sensing, mapping, data processing, computer 

application, and applied mathematics in economics.

There appears no specific subject similar to land appraisal in the curriculum.

Sections concerning land price and land appraisal in some land economics 

textbooks (e.g. Zhang, 1991; Zhou, 1985) gave almost absolute focus on land 

classification in terms of locational features and the variation of land 

va 1 u e s .

The curriculum of the real estate management courses, judging from the 

obtained samples (eg. Estate Management and Surveying Course of Tongji 

University and Real Estate Management Course in Suzhou Institute of Urban 

Construction and Environmental Protection) appear to be more comprehensive and 

broad in terms of component subjects than any currently operating in the U.K.. 

A property valuation subject is included but, for example, is placed in the 

final year by the course at Tongji. Its form of examination is by test and the 

total number of teaching hours for the subject is about 50-60 hours, compared

161



with other component subjects such as Advanced Mathematics and Cadastral 

Survey each of which requires 144 teaching hours and formal examination.

As there were no detailed syllabuses available, it has been difficult to make 

an appropriate judgement of the usefulness of those courses. However, the 

discrete combination of the component subjects for the curriculum may need 

future modification, if these courses are to produce the quality professionals 

required by China .

Major problems appeared to be the lack of staff in the areas of property 

valuation and management and serious shortage of reference books. At the time 

of interview at Tongji in April 1992, it was revealed that the course had just 

begun to identify appropriate textbooks for property valuation.

4-4 Future Development

It is anticipated that the emphasis of the future development in China will 

be placed on the refinement of the curriculum, staff enhancement and expansion 

of programmes either in number or size.

The development of the property market and the real estate industry will 

create a growing demand for academic education and professional training, and 

the improvement and modification of the existing curriculum by incorporating 

more "market sense" to meet these market needs will be one of the main tasks 

facing the academic institutions. The existing curriculum based on the past 

"market" condition will be inadequate to cater for the developing "open 

market". In addition, because of the recent reform in the education system and 

funding structure, an internal pressure to reflect modern market conditions 

may develop within individual institutions in - order to win the support of 

industry and thereby attract more students and funds.

Staff enhancement is one of the keys to ensure the successful delivery of 

academic education and training. The enhancement of teaching staff may include 

such aspects as teaching methodology. But the need to enhance the.technical 

knowledge of staff in property development, management and valuation has 

utmost importance. The lack of this knowledge base has been well recognised
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by the authorities, as evidenced by the interviews conducted in China.

As identified previously, there is a need for valuation skills in particular 

and property professionals in general on a large scale in China, as a result 

of the economic growth, development of an open property market, housing 

reform, the vast population and the size of the country. In response to such 

a need, an expansion of the focus, size and quantity of professional education 

and training will be essential. This challenge will require a serious re 

consideration of the implementation of academic education with a view to its 

efficient and effective delivery.

4.5 Proposals for Education and Training

4.5.1- General Policy

In response to the growing need for property professionals, and real estate 

valuers in particular, -China will need to formulate a set of policies, with 

consideration being given to both short and long term objectives. Now that 

there has been Government encouragement and the professional interests of both 

the real estate industry and academia, it is likely that the education and 

training may include formal academic education, vocational/professional 

training by means of distance learning and fixed-periods of in-house training, 

continuing professional development, and pure research which can serve a 

variety of purposes and which should be organised concurrently as soon as the 

necessary resources become available.

Whilst formal academic education may best serve the long term needs, short 

term vocational/professional training will provide for the inmediate, evolving 

needs of Chinese society. Many local authorities have established the 

requirement for the re-taking of professional tests at fixed intervals by 

property professionals in order to ensure the standard of the qualification 

of professionals and the maintenance of such standards. However, without 

services available 'for continuing professional development, such a practice 

cannot produce the desired results of enhancing qualification requirements.

Research into the evolving market needs in order to produce purpose-built 

programmes should always receive great attention, as should related issues 

such as the development of appropriate teaching staff and curriculum, which
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have been raised in the previous section. Drawing on the experiences of Hong 

Kong and other Western countries like the UK has been recognised as 

potentially beneficial (Cheng. 1991). But consideration still needs to be 

given to the ever-changing conditions in the world as well as to China's own 

socio-economic and cultural condition, so as to form an appropriate model for 

development.

4.5.2 Use of Information Technology

In the U.K. and other Western countries, the application of information 

technology (IT) to assist education and training is a recent and growing 

phenomenon.. For example, the College of Estate Management in Reading has 

designed a computer-based learning package for valuation skills to supplement 

the delivery of their distance learning course.

China will need to train a mass audience quickly and effectively with a 

variety of training skills. The use of IT in the form of a computer-assisted 

teaching/learning system is recognized zs a way of resolving many potential 

problems, including the need for education and training programmes of property 

professionals delivered on a large scale. A computer-assisted 

teaching/learning system (CATL) has such attributes as the efficient-sharing 

of resources, ease of updating and adding to a knowledge base, and a 

supportive teaching/learning environment.

By using CATL. China will be able to tackle many of the difficulties and 

problems which were indicated previously, such as the shortage of teaching 

materials which may be caused by publication or circulation delays, 

difficulties in speedy updating and increasing the knowledge base and/or 

teaching materials in response to the ever-changing conditions and requirement 

of the market or the industry, and, probably the most difficult one, an 

effective delivery of education and training on a large scale with no previous 

teaching experience and inadequate resources such as teaching staff for 

property valuation. textbooks, and readily-available teaching/learning 

materials.

China has the potential to use modern information technology to assist in the 

delivery of education and training for property professionals. The CATL system
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itself may pose difficulties because it requires the widespread availability 

of and accessibility to hardware and software, which are essential for its 

implementation. However, these should not be great problems judging from the 

recent development in educational and training facilities for universities and 

colleges all over the country. There have been signs recently that the 

availability of and accessibility to hardware and software have been 

increasing. In China, most universities or colleges have their own computer 

centres or computing facilities. Qinghua University in Beijing has recently 

designed an expert system for land appraisal.

Qin (1992) recently reported that China now has more than 300,000 software 

engineers. The country now exports and imports software worth US $10 million 

and US S40 million respectively per annum. A rapid growth in the computer 

industry has also been witnessed, and there has been also an influx of 

equipment from Taiwan, Hong Kong. Japan and U.S.A..

5 Computer-Assisted Teaching/Learning

Computer-assisted teaching/learning (CATL) is a recent phenomenon in education 

and training even in the West. It enhances learning and creates an intensely 

supportive learning environment whereby an interaction between teaching and 

learning and thereby effective teaching/learning can be achieved (Wojtas, 

1991). It is largely because of the advantages stated previously, which result 

from the impact of recent technology, that some academics perceive that the 

approach is "the key to a mass higher education system' in future (ibid.).

The application of the CATL approach is considered to be one solution to the 

several problems the country is currently facing in relation to its education 

and training programmes for valuation professionals.

5.1 Development in the U.K.

A brief review of the development in the U.K. may be of informative 

significance. The use of new technologies, information technology (IT) in 

particular, in education and training began in Britain a little more than a
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decade ago (Kingston, et al.. 1992). Information technology was first applied 

in departments of mathematics and computer studies and is now generally 

considered to be tools to support learning across the whole curriculum 

(ibid.).

This arises from the perceived beneficial potential of using IT in education 

and training (Holden, 1992) on the one hand, and the fact that industries are 

increasingly using new technologies .in their daily business and it has 

therefore become a new recruitment criterion, on the other.

Researches into and development of computer-based training (CBT) or computer- 

aided instruction (CAI) systems are thus triggered. Software development to 

facilitate this has seen a rapid growth, for example, the development of 

hypertext programmes (Woodhead, 1991).

Within the British education and training of property professionals, IT has 

been incorporated into undergraduate courses. But this incorporation has been 

mostly designed to equip the students/trainees with computing skills and 

knowledge increasingly needed by the industry, rather than taking it as an 

approach to assisting the delivery of the course.

Recently, a pilot study into the feasibility of computer-assisted learning has 

been carried out by the College of Estate Management (CEH) for its distance 

learning course and its current development has beer, encouraging (Dixon, 

1992a).

The main focus of the CEM's research and development has been the 

establishment of a standard taxonomy of authoring prograinr.es and the design 

principles for computer-assisted learning courseware with a view to assisting 

its course implementation in the U.K. context. As a result, some hypertext 

authoring software programmes have been identified as appropriate for 

computer-assisted learning software design for their course implementation. 

A case study was carried out to demonstrate the implementation of the 

principles established by their research (Dixon, 1992b).

Although carried out in the U.K. context and with a focus on the technical 

side of courseware design in respect of distance learning course, the CEM's
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research finding is useful to the development of the CATL programme proposed 

for valuers in China.

5.2 Methodology

The current research in the University of Glamorgan is to establish a 

structured rationale and a methodology appropriate for the introduction of 

computer-assisted teaching/learning into the education and training of 

valuation in China. In order to achieve this, it is anticipated that several 

additional aspects of investigation and analysis are required.

It is important to recogni'se the core knowledge and skills required of 

property professionals. In U.K.. research is currently underway based on the 

recent survey by Professor Moohan et al. at Nottingham University commissioned 

by the P.ICS. It is anticipated that the early publication of the results of 

this research will be available to further this research study.

Similarly, the relevance of course designs by individual academic ir.stituticns 

should be considered in the context in which the graduates are to be employed.

Finally, the appropriate ways and structures of curriculum delivery are the 

focus of the proposed further work for this research.

Relevant investigations have resulted in some positive speculation on the 

likely trend of development in China's education and training of valuation. 

This includes the speculation that China's current property valuation 

'methods' will eventually incorporate appropriate Western methods, in line 

with the development of an 'open' property market in the country and that the 

Western ways and experience of educating and training of valuation, including 

those of the U.K., are immediately relevant to Chinese.

Special attention will be paid to identifying the inter-relation of the above 

three areas, i.e. core knowledge and skills, course designs and curriculum 

delivery,, so that a theoretical framework can be established and will form a 

basis on which a conceptualisation can be made of how an appropriate computer-
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assisted teaching/learning approach could be designed to fit the Chinese 

context. In doing so, the U.K.'s experience will be critically examined so as 

to identify those aspects that may be appropriate to the Chinese and therefore 

incorporated in their education and training programmes.

The research will then build up a structured rationale model for the 

introduction of the computer-assisted teaching/learning approach to the 

education and training of valuers in China. Elaboration will then be made to 

establish a set of definitive principles and criteria for & framework 

suitable for the use of computer-assisted teaching/learning for 

prospective valuers in China.

A sample study of the CATL system using the development method of valuation 

will be conducted to illustrate and test this structured rationale and methods 

of implementation for the CATL in the Chinese context.

5.3 The Sample Study

A sample study of the CATL system based on the development method of valuation 

will be established to explore and expound the structured rationale and 

methods of implementation for the CATL approach to the education and training 

of valuation in China.

The following reasons justify the choice of development method of valuation 

foe the above stated purpose.

First, there are now rapid and widespread land and property developments 

taking place in China. The knowledge and skill of this method is in urgent 

need. For example, problems such as irrational overbidding in the land market, 

which has been mentioned in earlier sections, clearly indicates the lack of 

such skil'l.

Secondly, the development method of valuation involves subsets of valuation 

approaches or methods which encompass a relatively wider scope of knowledge 

and skills of such disciplines as economics. law. statistics, and 

construction, as well as the basic techniques of valuation. It is
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representative of the requirements of knowledge structure for valuers.

Thirdly, the exploration of the delivery of this method through a computer- 

based system will enable a substantial illustration to be achieved of the CATL 

approach to the education and training of valuation in China.

Fourthly, with development being increasingly widespread, a development method 

should be more usefully tested within the Chinese context than either an 

investment or cost-based approach.

As far as the computer software tools are concerned, three types of computer 

software can be applicable to assisting education and training, namely, 

programmable integrated-application software, which includes the functions 

of wordprocessing, data base management and spreadsheet; expert system shell; 

and hypertext authoring programmes.

The first type of software is the least comprehensively applicable for the 

effective teaching or learning of a course of study and courseware design 

which contains a large body of knowledge and information to be ccrrrnunicated 

and requires inter- and intra-chaining of sectors or chunks of knowledge or 

information. However, it does have limited functionality to enable the design 

of a small task-dependent programme by using inherent macro commands, 

according to the author's own experience.

An expert system shell can be used to establish an expert system which 

contains a knowledge base plus an inferencing mechanism built by a knowledge 

engineer and expert to solve problems of users (Fig- 1). Recently the 

application of expert systems to property valuation has been developed. For 

example, Gronow and Scott (1989) have carried out research into the 

application of expert systems in residential property for mortgage and council 

house valuations, and its viability in commercial valuations is being 

investigated further. The knowledge base established by expert systems such 

as this and the application of the system itself may be appropriate for 

training purposes. Because, while the expert system may directly solve 

problems, it also communicates knowledge from an expert to a user (Hayes- 

Roth, et al., 1983), or from a lecturer / trainer to a student/trainee in 

the case of the education and training. Expert system shells can also be used
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to test students/trainees of their knowledge acquired and working ability by 

instructing them either in groups or individually to use the shells to build 

their own small expert systems.

A hypertext system can be built by the hypertext software which contains a 

text base, links, and a browser, developed by a hypertext engineer and writer 

to present information to readers (Fig. 2). Hypertext can be defined as text 

that is electronically accessed by means of dynamic outlining, indexing, 

linking and cross-referencing. Hypertext has been widely used for education 

and training courseware design.

But a recognition of the limitations of both systems has triggered a 

development of synergism, i.e. expertext (Rada, 1991). The rules on which an 

expert system is based often seem inadequate when the expert system attempts 

to explain its decisions to users, because of the limited functionality in 

retrieving and linking text-based information. Integration of hypertext 

features can improve the ability of an expert system to explain its decisions. 

Textbook information can be offered to the user when, the expert system is 

questioned.

While hypertext offers the functionality of links, it is nevertheless 

difficult to follow. Readers often get lost or diverted when facing a large 

body of inter-linked inf orn-.a tion available. In the case of learning, students 

or trainees may need intelligent advice environment within which they are 

posed with maps of navigational information which can vary with syllabus 

requirements, learners' ability and learning phases. Integrated with the 

expert system's features, such as the procedural computing functionality, 

hypertext systems can help the user with much more dynamic directionality.

The expertext system is thus the combination of expert system and hypertext 

system (ibid.).

David Jenkins and et al. of the Land and Building Department of Kid Glamorgan 

County Council are developing property valuation expert system applications 

by using Crystal, an expert system shell, and its hypertext interface. Their 

developing experience in valuation expert systems, particularly the extension 

to hypertext interface, will be useful to the prototyping of the sample study.
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The sample study will consider the use of the expertext software tools such 

as KnowlkedgePro (Franklin, 1989a; Woodhead, 1991; and Rada et al., 1990) for 

prototyping, because the expertext system will offer more intelligent 

functionality, as far as the providing of intelligent tutoring advice and 

other relevant issues in the CATL courseware design (such as pedagogical or 

cognitive strategies) are concerned.

Teaching and learning are not unitary and there is plurality of activities 

taking place within them (such as active, passive, creative, reactive, 

directed, exploratory). This provides room for a spectrum of approaches to the 

instructional design of the CATL, each of which vary in effectiveness to 

different conditions. According to Hammond (1991), knowledge domains differ 

both in. their natural structure and in the requirements they pose for the 

learner, and learners differ not only in terms of ability, strategy and 

temperament, but in their goals and contexts.

At the core of the efficient and effective course delivery is providing 

learning support environments. So, such i'ssues arising from the cognitive 

theory as the modes of learning (such as implicit and explicit), kinds of 

knowledge (such as declarative and procedural), forms of processing of 

materials (selecting, organizing, integrating), snd phases in learning 

(accretion, restructuring, tuning) (see, eg. Bonner 1988; Di Vesta and Rieber 

1987; Hammond and Allinson 1938; and Russell, Moran and Jordan 1988) will also 

be considered in the prototyping of the sample study.

The study will use the academic link between the University of Glamorgan and 

Suzhou Institute of Urban Construction and Environmental Protection (which has 

been established as a result of the research programme to date and is 

sponsored by the British Council), the collaborating establishment of Hong 

Kong Polytechnic and other connections which have been made to test the final 

results of the research.

6CONCLUSION

In addition to the need for a wide spectrum of property-related professional 

expertise and personnel, China requires urgently the valuation skills and 

professionals in support of successful operation of the new land tenure system
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and the property market. Such an urgency will not materialise without an 

effective education and training system as back up.

Increasing interest and actions have been taken recently to establish a system 

of some sort for the provision of property professionals. These included 

setting-up new courses and learning from the experience of Hong Kong and the 

West.

Although a narrow valuation profession is not recommendable to China, an 

effective delivery of education and training of valuation still deserves 

emphasis, as such professional skills are in great and urgent need.

Bearing this in mind, a computer-assisted teaching/learning approach should 

deserve serious consideration and will prove to be the most valuable for a 

successful delivery. Hopefully, early next year, the research will produce a 

prototype of intelligent tutoring system for the education and training of 

valuation in China.

Finally, whatever system China develops and whatever mechanisms the country 

employs to respond to the growing need for property professionals, it is 

essential that the nature of the education and training of valuers is 

appropriate to the developing needs of China, regardless of any model 

investigated.
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Introduction
The rating appeals system under the Local Government Act 1988 has caused 
controversy since its inception in April 1990. Indeed, even before this date, 
professionals and ratepayers alike were arguing about the fairness of the 
system, some citing the disparity between the new procedures for making 
proposals and the old, and arguing that the new system imposes a gross 
injustice on ratepayers. Others reasoned that the new appeals procedure would 
allow for more regular revaluations and was, therefore, justified in the 
restrictions it placed on ratepayers.

This article critically examines Section 20 of the General Rate Act 1967 (the 
1967 Act), analyses the relevant case law relating to the implementation of the 
section, and its replacement, in Schedule 6, paragraph (2) (7) in the Local 
Government Finance Act 1988 (the 1988 Act).

The article demonstrates why the liberal interpretation of Section 20 in case 
law, particularly the decision in Addis v. Clements, is incompatible with an 
efficient rating appeal system.

The article also contends that its replacement (Schedule 6, paragraph (2) (7) 
of the 1988 Act) is not a panacea and, unless certain conditions are met, this too 
will result in an inefficient rating appeals system.

The Problem
Section 20 of the 1967 Act resulted from a combination of rental growth, 
inflation, and the effect that these had on the value of property.

When a new valuation list was prepared all properties were valued as at the 
date the list came into force. However, when proposals were received at a later 
date, this later date became the date of valuation and, in times of inflation in 
rental values, anomalies resulted. For example, two identical hereditaments 
could have vastly different rateable values just because one was valued on the 
day the list came into force and the other, say, two years later as a result of a 
proposal.

In the Ladies Hosiery Case (Ladies Hosiery & Underwear Ltd v. West 
Middlesex Assessment Committee 1932), the appellants established that their 
assessment was too high in relation to several other similar properties in their 
area because of the difference in valuation dates. They did, however, concede 
that at the time of valuation (date of proposal) their assessment was correct.
» ,. ir* £ n )J*J journal of r.upgiiy Valuation &It was this approach which the Divisional Court and Court of Appeal adopted, investment VO L 12 NO. 3. isw.

j .1 . 111. pp. 63-81. CMCB Universityand thus it was held that pr=s=. 0950.2712



cyr the assessing authority should not sacrifice correctness to ensure uniformity (at p. 6SS) 

> 3 In that case Slesser LJ said (on p. 694):

But I find it quite impossible to hold that the mandatory requirements of the Rating and 
Valuation Act [1925] as to the assessment of gross value in a particular case can be avoided or 
modified by a consideration of unfairness.

4 This statement is very interesting as it held true, until the final years of the 1973
-         list, some 50 years later.

These principles, governing the date of valuation, were confirmed in Barrett 
v. Gravesend (1941) which established that when a proposal is made during the 
currency of a valuation list, the general rule is that the property must be valued 
at the date of the proposal. This, as shown above, produced anomalies, but at 
that time, with low levels of inflation, they were not significant. It was always 
intended that revaluations would occur and since inflation was not an endemic 
feature of the economy, rental values were little affected by the different 
valuation dates.

Post 1950, however, when it became clear that regular revaluations, which 
would have corrected most inequities due to the different dates of valuation, 
were not occurring, and both inflation and real growth were present, the 
problem became a serious issue. As a result, the Valuation Office, which had 
become responsible for the preparation and maintenance of valuation lists, 
adopted the principle of carrying out valuations according to a "tone of the list". 
This principle was accepted by the Lands Tribunal but did not operate with 
statutory authority until the Finance Act 1966, and a year later it appeared as 
Section 20 of the General Rate Act 1967.

Section 20
Section 20, as it appeared in the 1967 Act, stated:

(1) For the purposes of any alteration of a valuation list made under Part V of this Act in 
respect of the hereditament in pursuance of a proposal, the value or altered value to be 
ascribed to the hereditament under section 19 of this Act shall not exceed the value which 
would have been ascribed thereto in that list if the hereditament had been subsisting 
throughout the year before that in which the valuation list came into force, on the 
assumptions that at the time by reference to which that value would have been 
ascertained:
(a) the hereditament was in the same state as at the time of valuation and any relevant 

factors (as defined by subsection (2) of this section) were those subsisting at the last 
mentioned time; and

(b) the locality in which the hereditament is situated was in the same state, so far as 
concerns the other premises situated in that locality and the occupation and use of 
those premises, the transport services and other facilities available affecting the 
amenities of the locality, as at the time of valuation.

(2) In this section, the expression "relevant factors" means any of the following, so far as 
material to the valuation of the hereditament, namely: 

(a.) the mode or category of occupation of the hereditament:



(b) the quantity of minerals or other substances in or extracted from the hereditament;

Update
(c) in the case of a public house, the volume of trade or business carried on at the 

hereditament,...

The section has been the source of controversy in rating valuation for many
years. The various debates on this topic have highlighted the fact that: c _

  there is a lack of understanding of the section; ___________

  the two distinct interpretations of the word "state" are incompatible;

  a vast amount of case law supports this view.

In a "masterly understatement" (Lewsley, 1987, p. 42) Mr Walmsley, in K Shoe 
Shops v. Hardy (VO) (1983) at Lands Tribunal, described Section 20 as:

not one of those statutory provisions which yields up its meaning at a glance.

As can be seen from the wording of the provisions it is very difficult to follow. 
During an interview with Denis Mabey, who is now a consultant with Gooch &. 
Wagstaff and in the past has held a senior post in the Chief Valuer's Office, the 
wording of the section was discussed. Mr Mabey speculated that the new and 
complicated type of wording used in the section is something that perhaps 
all valuers initially found difficult to comprehend.

Briefly, however, the section provides that where a proposal is made to alter 
the list, the value ascribed to the hereditament shall not exceed the value of that 
property if it had existed in that state during the year before that in which the 
valuation list came into being. That is its value according to the tone of the list.

It also provides for the hereditament, its locality and matters affecting the 
amenities of the locality to be taken to be in that state at the date of the proposal. 
It is true to say, therefore, that the valuation under Section 20 is artificial, to the 
extent that the valuer has to imagine what the hereditament, as it stands at the 
date of proposal, would have been worth if it had existed in that state in the 
period immediately preceding the date on which the list came into force.

The Meaning of "State"
The problems that have stemmed from Section 20 have basically been centred 
around the meaning and interpretation of the word "state". The two distinct 
interpretations which were mentioned earlier concern this point.

The Valuation Office has always maintained that "state" refers to the physical 
state of the hereditament and locality, so only physical matters could be taken 
into account under a Section 20 valuation. Most of the case law in the early 
1980s, which is discussed below, seemed to support this view. Many other 
professionals maintained that "state" should be given a wider interpretation to 
include factors such as legal and economic state. These views are generally 
upheld by the later decisions such as Skearness Steel Co. pic v. Maudling (VO) 
(1986) also discussed below.



Tpy] This argument continued for the life of the 1973 list until the 1967 Act was 
-190 repealed by the Local Government Finance Act 1988. The main cases of that 
"' period highlighted how the nature of these decisions changed as the life of the 

list progressed.
A simple case to illustrate how Section 20 operated in a straightforward

manner is Barlow (H) & Son Ltd v. WeRingborough Borough Council & James,
66______' (VO) (1983). The case concerned nine shops in a secondary shopping area, close
"" to the Arndale shopping centre and car park which had been built after 1973.

The ratepayers of the shops contended that, had the Arndale Centre existed at
the time the new list was prepared, the value that would properly have been
ascribed to the appeal hereditaments would have been appreciably lower. The
Tribunal member, Mr J.H. Emlyn Jones, agreed. This case shows Section 20
working in a very simplistic way and one which all parties would probably
agree was the correct interpretation of "state".

K Shoe Shops Ltd v. Hardy (VO) (1983) was decided in December 1982 in the 
Court of Appeal, and Sir Patrick Browne's judgment was subsequently 
confirmed in the House of Lords. Browne summarized the intention of Section 
20 (p. 35) as follows:

But we have no doubt that its general intention and effect were and are to protect ratepayers 
against the effect of inflation since the coming into force of the list current at the date of the 
proposals.-

In judgments which occurred in the late 1980s this statement was used to 
suggest that Section 20 was only about curing the mischief of inflation and had 
no business in distinguishing between physical and non-physical matters or, 
more specifically, what could or could not be included in a Section 20 valuation. 

Newport Borough Council v. Phillips (1984) was decided in 1983 and 
concerned an agreement between the rating authority and the local drainage 
board. The rating authority paid a sum to the board to cover all the properties 
in its area subject to the drainage rate, and this was then recovered as part of the 
general rate from all the properties in its area. The agreement was revoked in 
1981, with the result that the properties subject to the drainage rate paid them 
direct to the Board. Because of this increased sum payable on the properties, the 
rating authority made a proposal to reduce their rateable values. The proposal 
failed because the incidence of the drainage rate was considered to be non- 
physical by the Tribunal and, therefore, was a factor which had to be taken as 
it existed on 1 April 1973.

...subsections (1) and (2) [of Section 20] deal only with physical factors and not with financial 
considerations such as the effect of the drainage rate.

This approach was endorsed, and the actual decisions quoted, in Sadick v. 
Dumbell (VO) (1984) in which C. R. Mallett said (p. 63):

...in the context of Section 20 (1) (a) and (b) the words "the same state" mean in effect "the 
same physical state".



The fact that Mr Mallett made this statement is paradoxical in the light of some Legal 
of his later decisions, particularly Sheerness Steel Co. pic. v. Maudling (VO), Update 
where he was supporting the wider interpretation of Section 20.

Addis \. Clements (VO)
The most famous case concerning this aspect of rating law is undoubtedly
Addis v. Clements (VO) (1988). This case started life in the Local Valuation Court 67
in 1983, and then followed the full length of the appeal process, finishing in the            
House Lords in 1988. The decision of their Lordships was effectively reversed
by the then Secretary of State for the Environment, Mr Nicholas Ridley.
The detailed facts of this case run to many pages and only a brief guide is
included here as an aid to the main points of the argument.

At the Lands Tribunal in 1984 (at p. 137), it was agreed that, at the proposal 
date in 1981, the rateable values of commercial premises, just outside the 
Swansea Enterprise Zone, were diminished due to the advantages of locating 
just inside the zone. The question was, therefore, does the Enterprise Zone fall 
within the confines of Section 20 since it did not exist in 1973 and its effects were 
not reflected in the 1973 assessments?

This question was more flexible than that posed in previous cases, because as 
long as the factor in question was one within Section 20 it was not relevant for 
it to be identified as physical or not. This illustrates, therefore, that the 
emphasis was beginning to change and the distinction between physical and 
non-physical was becoming less important

Another important case, which was decided in 1986, was Slieerness Steel Co. 
pic v. Maudling (VO). The case concerned a steelworks and a system of 
quarterly production and delivery quotas which had been introduced at the end 
of 1980 by the European Coal and Steel Community. The issue was whether 
these quotas could be taken into account in a valuation under Section 20. The 
ratepayers contended that the word ."state" included the legal, as well as the 
physical state, and, therefore, account should be taken of the quota system.

Mr Mallet, who three years earlier had presided over Sadick v. Dumbell, gave 
the Lands Tribunal decision and said, (p. 55):

Srate, in the ordinary- day-to-day usage, is a broad term which invites qualification, state of 
repair, state of market, state of mind. It is not confined to physical state unless so specifically 
qualified.... "State of the locality" in Section 20 (1) (b) is limited to those matters which follow 
"so far as concern". These include occupation and use and other matters which might, in my 
view, be regarded as non-physical features. It seems to me that if ."state" in Section 20 were to 
be limited to physical state that term would need to be stated and defined.

His decision was, therefore, to include the legal state within the definition of 
"state" in Section 20.

Thorn EMI Cinemas Ltd v. Harrison (VO) (1986) also gave a wider 
construction to Section 20. Changes in the locality which had reduced the 
volume of trade or business, as reflected in the number of admissions into the 
cinema, resulted in a reduction in its assessment. The Valuation Officers 
contention that Section 20 (2) (c) specifically referred to public houses where



pyj such a factor was relevant and, therefore, could not be adopted by other 
commercial premises, was rejected. 

The Tribunal held (p. 133) that the value of:

most if not all premises which are used for commercial purposes ... must depend in a broad 
sense upon the volume of trade carried on.

. Again, here there was no distinction between physical and nonphysical factors. 
       The most important point by far to come out of this case was, however, Mr 

Emlyn Jones's quote of Scott LJ in Robinson Brothers (Brewers) Ltd v. Houghton 
and Chester-k-Street Assessment Committee 1937, (p. 471):

the statutory definition contains no provision which prevents real value being the one and 
only objective of the inquiry. On such an inquiry every factor, intrinsic or extrinsic, which 
tends to increase or decrease either demand or supply is economically relevant and is, 
therefore, admissible evidence for the assessment committee ... on appeal to consider.

This, of course, was the basis upon which the original (Section 19) valuations 
were carried out, but Mr Emlyn Jones continued:

and I can find nothing in Section 20 to persuade me that this approach is to be abandoned in a 
section which sets out to impose a ceiling on values to take account of the mischief referred to 
by Sir Patrick Browne in K Shoe Shops v. Hardy (VO).

So here Mr Emlyn Jones decided that everything should be taken into account 
in a Section 20 valuation.

The point had, therefore, been reached where the Lands Tribunal was taking 
all factors affecting value to be as they were at the proposal date unless Section 
20 specifically excluded them. Furthermore, it was for the Valuation Officer to 
prove to the Tribunal that, when a post-1973 factor had reduced value, it should 
be excluded from the Section 20 valuation.

In 1987 the Court of Appeal passed judgment on Addis v. Clements (VO) 
(1987) and the appeal was allowed. This was significant because, in the 
Sheerness decision in the previous year, a wider interpretation of Section 20 had 
been given, and now, on the basis of this judgment, a narrower interpretation 
was once again in favour.

Woolf L J said in his decision (p. 10):
In general, and I emphasize the words "in general", I accept the approach of counsel for the 
Valuation Office that Section 20 (1) (b) is limited to physical factors which affect the physical 
enjoyment of a hereditament ... for the purposes of carrying out that valuation, it is the 
economic climate, both local and national, of 1973 which had to be considered and not that at 
the date of the proposal except to the extent that alterations in the economic conditions result 
in changes in the locality which are capable to being observed "on the ground" in the locality.

One of the major factors which seemed to influence the Court's decision was 
that if, when interpreting Section 20, the line is not drawn between physical and 
non-physical factors, it is hard to see where else the line could be drawn. Woolf 
LJ went on:

I consider that there is considerable force in counsel for the Valuation Officer s submission that 
if his limitation is not placed upon the effect of Section 20 (1) it is difficult to identify any other



limitation which can be placed upon the language which would avoid the consequence, which 
was clearly not intended by Parliament, that in a Section 20 valuation all relevant factors have 
to be taken into account as they exist at the date of the proposal.

The only other decision left to discuss is the final Addis v. Clements decision 
(VO) taken in 198S by the House of Lords, which was perhaps the most 
important judicial decision in rating law in the past ten years.

The Lords reversed the Court of Appeal judgment when they held that the 
word "state" should be given a wider construction in both 1 (a) and (b) of Section 
20. Lord Keith of Kinkel said (pp. 30-1):

It would involve no undue straining of the language to conclude that when paragraph (a) of 
Section 20 (1) refers to the hereditament being "in the same state as at the time of the 
valuation" the meaning is that the whole state of affairs affecting the hereditament is to be 
assumed to be the same, at the time of coming into force of the last valuation list, as it is at the 
time when the valuation is being made. The result would be that the rebus sic stantibus rule 
would fail to be applied to its full extent.

Lord Keith also said, (p. 30):
that it was not apparent that there was any good reason for requiring the disregarding of any 
of the circumstances which would ordinarily be taken into account under the rebus sic 
stantibus rule.

Thus the effects of the Enterprise Zone on the value of the ratepayer's factory 
were properly to be taken into account and the appeal was allowed.

This history of the tone of the list not only illustrates the complexities of 
interpreting certain pieces of legislation, but it also shows how established 
views can develop and change over time.

Contradiction
The case of Barlow (H) & Son Ltd v. Wellingborough Borough Council and 
James (VO) (1983) was a decision which should have received unilateral 
acceptance. The building of the Arndale shopping centre, which affected the 
values of nearby shops, should have been a factor which could be taken into 
account under Section 20 (1) (b). The state of the locality, where the subject 
properties were located, had changed It did not matter whether the Valuation 
Officer's interpretation of "state" or the wider interpretation was applied, 
because the change was one within the definition of physical state advocated by 
the Valuation Office and, therefore, capable of being accepted by all parties.

The K Shoes case is significant because of Sir Patrick Brown's summary 
(p. 36) of Section 20:

But we have no doubt that its general intention and effect were and are to protect ratepayers 
against the effect of inflation.

There are two specific points of view that the research has identified which 
have caused the contradictory nature of the decisions during the life of the 1973 
list.

Legal 
Update
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The first view is that Section 20 was introduced merely to take account of 
1 ?) q inflation when properties are valued at different dates.

Equity of taxation, it really is as simple as that. The mischief was that no ratepayer should be 
paying relatively more than the others due to different dates of valuation (Mabey, 1991).

Mr Emlyn Jones, in his decision in the Thorn EMI cinema case, seemed to 
7Q vindicate this approach when he said (p. 134):
- Section 20 ... sets out to impose a ceiling on values to take account of the mischief referred to 

by Sir Patrick Browne in K Shoe Shops v. Hardy (Valuation Officer).

This view was also held by Lord Keith in the final (1988) Addis decision:
It was not apparent that there was any good reason for requiring the disregarding of any of 
the circumstances which would ordinarily be taken into account under the rebus sic stantibus 
rule (p. 30)

In these decisions it is being suggested that Section 20 was only introduced to 
cure the problem of inflation and that it had no business in distinguishing 
between physical and non-physical matters which may change and thereby 
affect rental value.

Another important decision which upheld this view was Sheemess Steel Co. 
Ltd v. Maudling (VO) (1986). This decision also came to the conclusion that 
"state" should include all matters, legal, economic or physical that affected the 
property at the date of valuation.

It has been shown, therefore, that a wide interpretation of "state" in Section 
20 is synonymous with a belief that the section's one and only function was to 
combat inflation. There is much to be said for this argument:

It quite simply applies all the real world circumstances of today at 1973 levels of value, and 
what is wrong with that? (Mabey, 1988).

The second viewpoint is that while its general intention was to take account of 
inflation, the detailed provisions of Section 20 suggests that Parliament was 
also attempting to impose limitations on what could and could not be taken into 
account. This belief infers a narrow interpretation of "state" in Section 20, 
because the section says that value ascribed to the hereditament should not 
exceed the value of that property if it had existed in that state during the year 
before that in which the valuation list came into being.

Axiomatically, therefore, some factors have to be taken as at the date the 
valuation takes place and others at the date when the list took effect, i.e. 1 April 
1973. This much was agreed by all parties. Where they differ was that, in order 
to avoid the administratively inexpedient situation of taking everything into 
account, except rental values, at the date of proposal, there is a division of the 
physical from the non-physical by implication.

I consider that there is considerable force in counsel for the Valuation Officers submission that 
if his limitation is not placed upon the effect of Section 20 (1) it is difficult to identify any other 
limitation which can be placed upon the language which would avoid the consequence, which 
was clearly not intended by Parliament, that in a Section 20 valuation all relevant factors have



to be taken into account as they exist at the date of the proposal (\Voolf LJ, Addis v. Clement
(1987). p. 10). TT

Update 
It should be remembered that in the Ladies Hosiery case, (p. 694) Slesser LJ said:

But I find it quite impossible to hold that the mandatory requirements of the Rating and 
Valuation Act 1925 as to the assessment of gross value in a particular case can be avoided or 
modified by a consideration of unfairness.

71
Modification of Section 20
Where a wide interpretation has been given, the research indicates that the 
requirements of Section 20 of the General Rate Act 1967 have, in fact, been 
modified by a consideration of unfairness. It is no coincidence that the cases 
discussed above which widened the interpretation occurred towards the end of 
the life of the 1973 valuation list. During this time the rental values which were 
applied to the date of proposals circumstances were removed by more than a 
decade from the original valuation date. Inequalities were occurring, which 
could not be taken into account by the legislation, because of economic changes 
which affected rental values of properties.

These decisions were, therefore, attempting to compensate for inequities 
which should have been corrected by new legislation, specifically regular 
revaluations. These revaluations would have reflected the economic conditions 
and physical characteristics together in one valuation thereby providing 
uniform correctness rather than uniform incorrectness, as displayed in the 
Addis and Thorn EMI cases.

It is not apparent that there was any good reason for requiring the disregard of any of the 
circumstances which would ordinarily be taken into account under the rebus sic stantibus rule. 
If any such circumstances were to be disregarded, the result would necessarily be to some 
extent aninrial (Lord Keith, Clements \: Addis (1988), p. 30)

Valuations under Section 20 are artificial, but there are very good reasons for it.
  To re-value every property that is affected by a non-physical matter 

would have resulted in a rolling revaluation which was not feasible. 
In the absence of appropriate IT, this would have involved the Valuation 
Office in huge amounts of work and would seriously harm the rate yield.

  Because only physical factors were taken into account under Section 20 
valuations, the Valuation Officer was given more time to prepare for the 
much needed revaluation. The fact that this revaluation did not occur for 
such a long period of-time was political, because successive governments 
postponed the revaluations in their search for new ways to pay for local 
government

  If the rebus rule is applied strictly, the rental values applied would be 
those at the date of proposal. This would result in the very problem 
which Section 20 was introduced to resolve.

  If Section 20 was designed to take into account inflation and nothing else, 
there is no reason for the provisions of Section 20 (1) (a) and (b) to be so



Tpyj detailed. The legislation would have required valuations under Section
i r> o 19 but having regard to the "tone of the list". This would have been much

' simpler than trying to exclude factors as the legislation did.
  As was highlighted by the decision of the Addis case in the Court of 

Appeal, if there is no division of the physical from the non-physical, it is 
hard to see where else the line is to be drawn. This separation of physical

^ _____ factors from non-physical factors is very difficult and to some extent
artificial. However, the only other alternative, apart from a rolling 
revaluation, is to separate inflation from economic factors at the date of 
proposal, which the research has identified as virtually impossible and 
completely impracticable.

In the Court of Appeal decision of the Addis case, Woolf LJ said (pp. 9-10):
the ratepayers accept, having regard to the detailed provisions of Section 20, that limits have 
to be placed on the considerations which can be taken into account on a valuation for the 
purposes of Section 20 ... they prefer not to take on the difficult task of saying where the line 
is to be drawn between matters which can and cannot be taken into consideration.

It can be seen, therefore that even those forcing the point of a liberal 
interpretation of "state" acknowledged that there had to be a limit on the factors 
which could be taken into account in a Section 20 valuation. Since they rejected 
the approach of distinguishing between physical and non-physical factors, it 
could have been expected that they would promote their own views and present 
them to the court. It lent no credence to their argument that they did not do. 
Indeed, it could have influenced the decision. More importantly, however, is the 
implication that the alternative would have been impracticable because no other 
line could be drawn.

The statement of Mr Emlyn Jones (p. 125) in the Thorn EMI case is also 
questioned:

...and I can find nothing in Section 20 to persuade me that the approach adopted under 
Section 19 is to be abandoned in a section which sets out to impose a ceiling ou values to take 
account of the mischief referred to by Sir Patrick Brown ...

Unfairness
This article argues that when a thorough investigation of Section 20 is carried 
out and the detailed provisions are considered, it is impossible to understand 
how a wide interpretation of Section 20 can be the correct interpretation. The 
conclusion arrived at, therefore, is that such decisions were motivated, at least 
to some extent, by a consideration of unfairness.

Another factor which undoubtedly had a bearing on these decisions was that 
ratepayers were challenging the interpretation of Section 20 more vigorously as 
the size of the potential rewards grew, (rewards being interpreted as reduced 
rates paid at a time of increasingly heavy burdens). As the valuation list became 
progressively out of date inequities occurred, which under a narrow 
interpretation of Section 20 could not be remedied. Thus there was tremendous



pressure applied in the courts during the late 1980s to achieve a more liberal Legal 
interpretation. Update

Sir George Waller, in deciding the Addis case in the Court of Appeal, said 
(pp. 13-14):

If this were a new application for an assessment of a new hereditament the case would be
considered under Section 19 of the General Rate Act 1967 and the existence of an Enterprise
Zone would be a matter to be taken into consideration. It would have been a simple matter to
apply the same principles to an alteration of a valuation list. But Parliament had not done that      "
but instead has specified the matters which have to be taken into account.

This surely was the correct route to take. It involves acknowledging that 
Parliament had specified certain factors to be taken into account at the date of 
the proposal and that others were to be taken at the date the list came into force. 
Common sense would then dictate that rental values should be those existing at 
the date the list came into force and physical factors should be taken at the date 
of the proposal. In order to avoid the grossly inexpedient scenario of 
considering non-physical factors at the date of proposal, common sense would 
also dictate that "state" should not be given a liberal interpretation. This train 
of reasoning should not have been jeopardized by a consideration of unfairness 
no matter how large the inequities trying to be redressed.

The inescapable conclusion of the research is therefore that the decision, and 
reasons provided by Lord Keith and Mr Emlyn Jones in the Addis and Thorn 
EMI cases respectively, were misguided. It should be recognized that if 
legislation is identified as unsatisfactory, the remedy lies in an amending Act, in 
this case new legislation accompanying a revaluation. The courts in these cases 
attributed to Parliament an intention which Parliament never had, which can at 
best be described as a misapplication, and at worst as a:

naked usurpation of the legislative function under the thin disguise of interpretation (Lord 
Simons in Magor and St Helens RDC \: Newport Corporation (p. 191)).

Section 121 and Schedule 6
Following the Addis decision in the House of Lords in February 1988, Mr 
Nicholas Ridley, the then Secretary of State for the Environment, made the 
following announcement

For many years now the view has been that the expression "state of the locality" related to its 
physical state and its amenities, and that in order to make a case for a change in rateable value 
appellants had to show that there had been physical changes to the property or its locality 
(Hansard, 9 March 1988, p. 175).'

It has been shown that many practitioners did not hold this view and, indeed, 
still do not subscribe to it. More importantly, however, is the fact that they can 
provide case law to support their view, case law which shows that some of the 
courts were not of the opinion expressed by the Secretary of State.

Mr Ridley went on to say that because of the Addis decision in ̂ the Lords, 
made one month before his statement, which went against this "view", the



Government was bringing forward amendments to the 1988 Act so that 
proposals received on or after 10 March 1988 would be determined according to 
the law...

as it was understood to be prior to the decision in the Addis case.

This again caused controversy as many surveyors and commentators accused 
,- A the Government of:
_ ... moving the goal posts when the game starts to run away from you (Anon., 1990).

It was the anticipated difficulties in determining many thousands of appeals 
due to changes in economic conditions, which prompted the Secretary of State 
to make his announcement.

The 1988 Act gave effect to his statement in the form of Section 121 which 
replaced Section 20 of the General Rate Act 1967 in respect of proposals 
received on or after 10 March 1988 concerning the 1973 list, as follows:

(1) Where for the purposes of Section 20 of the 1967 Act a hereditament is valued on the 
basis of the assumptions specified in subsection (1) of that section [basis of valuation for 
the purposes of a proposal to alter a valuation list to be consistent with the tone of the 
list], no account shall be taken of a change to which this subsection applies unless it is 
one which
(a) affects the physical state or physical enjoyment of the hereditament, or
(b) affects the physical state of the locality in which the hereditament is situated or. 

though it does not affect the physical state of the locality, is nonetheless physically 
manifest there.

(2) Subsection (1) above applies to any change in the state of the hereditament or the sate of 
the locality- in which the hereditament is situated which has occurred since the time by 
reference to which the value of the hereditament is to be ascertained, other than one 
relating to a factor which is a relevant factor within the meaning of that section.

(3) This section shall have effect in relation to any proposal made on or after 10 March 1988 
which is outstanding on the passing of this Act but shall not have effect in relation to any 
proposal made before 10 March 1988.

Section 121 was subsequently replaced by Schedule 6, paragraph 2 (6) (7) of the 
1988 Act, as follows:

(6) Where the rateable value is determined with a view to making an alteration to a list 
which has been compiled (whether or not it is still in force) the matters mentioned in sub- 
para (7) below shall be taken as they are assumed to be on the material day.

(7) The matters are:
(a) matters affecting the physical state or physical enjoyment of the hereditament,
(b) the mode or category of occupation of the hereditament.
(c) the quantity of minerals or other substances in or extracted from the hereditament.
(cc) the quantity of refuse or waste material which is brought onto and permanently 

deposited on the hereditament] (inserted by S. 139 and Schedule 5 Local 
Government Act 1989);

(d) matters affecting the physical state of the locality in which the hereditament is 
situated or which, though not affecting the physical state of the locality, are 
nonetheless physical manifest there; and

(e) the use or occupation of other premises situated in the locality of the hereditament.



The six factors mentioned above basically constitute material changes of
circumstances. ' Update

Function of Schedule 6
It can be appreciated that Schedule 6 has two functions. First, in keeping with
the Government's intention to reduce the right of appeal, it restricts the
circumstances under which a proposal can be made, and, second, when dealing 75
with the proposal the changed circumstances must be considered on the            
material day, and all other factors must be taken as at the antecedent valuation
date of 1 April 1988. In this way it can be seen how the material change of
circumstances concept evolved from the Addis decision, Section 121 of the 19SS
Act and the Government's intention to limit the right to make proposals.

The provisions under which an "interested person" can make a proposal to 
alter the Rating List were laid down in the Non Domestic (Alterations of Lists 
and Appeals) Regulations 1990 (SI 1990 No 582), until 1 April 1993. This was 
repealed, and replaced by the Non Domestic Rating (Alterations of Lists and 
Appeals) Regulations 1993, (SI 1993 No 291). The provisions, which have 
fundamentally stayed the same, have been thoroughly explained elsewhere (for 
example, Emeny, 1991 and Evans and Cooper, 1992) and are not therefore 
repeated here.

As with many pieces of modern legislation, statutory instruments provide 
the detail on how these sections operate. The relevant statutory instrument 
(SI 1993 No 291 Part H Section (4)) states that:

Where a relevant authority or interested person is of the opinion that by reason of:

(a) a material change of circumstances in respect of which neither paragraph (1) nor 
paragraph (3) applies, or

(b) a decision of a valuation tribunal, the Lands Tribunal, or a court determining an 
appeal or application for review from either such tribunal,

the Rateable Value shown in the list for any hereditament is wrong, that authority or person 
may, within the period of six months beginning on the day on which the change took place, or 
as the case may be, the decision was given, make a proposal for the alteration of that value.

Current Problems
It is perhaps too soon to establish whether the new legislation concerning the 
material change in circumstances concept will have the Government's desired 
effect and carry out the two functions which were outlined above. However, 
speculation as to its likely success can be made at this stage.

The words, "of the opinion" will be the source of much controversy in the 
months and years to come. For a proposal to be made, an "interested person" 
has to be "of the opinion" that a material change in circumstance has occurred 
and not establish beyond doubt the existence of a material change in 
circumstance, which is how many practitioners expected the new regulations to 
operate. How will the Valuation Officer challenge the validity of such an 
opinion, and, therefore, the right to make a proposal? Will the Valuation Officer



attempt to show that such an opinion is wrong, or that the maker of the proposal 
, ^ o does not, in fact, hold such an opinion? Both would seem very difficult to 

' achieve.
An early example of this problem has arisen from the opening of the

Meadowhall Regional Shopping Centre in Sheffield. This event is claimed to be
a material change in circumstances affecting properties as far away as

76 Birmingham. The Valuation Officer has rejected such a claim and served a
  '       notice under regulation 11 (1) (of SI 1990 582) which states that the Valuation

Officer is of the opinion that a material change in circumstances has not
occurred, and gives reasons for that opinion.

The problem is an obvious one. The use of intangible judgements or beliefs 
which are not founded on certainty or proof are being used in regulations 
designed for tangible action and are therefore incapable of achieving any 
definite answer. The fact that the Valuation Officer, or the Government, can 
expect to disprove another's opinion, or that their opinion is more valid than 
that of another is arrogant and unreasonable. If the legislation had intended the 
Government to be able to dictate the terms under which proposals can be made 
following material changes in circumstances, it would have specified that the 
Valuation Officer's opinion is paramount. Since it has failed to do so, it must be 
accepted that an interested person is entitled to have an opinion, which the 
Valuation Officer should respect.

As Mr Richard Cobb (1991) of G.L. Hearn & Partners said in an interview for 
the research:

if I say there is a material change in circumstances who are you to dispute it? If I believe 
something has happened to change the value of this property I see no reason why you should 
say it is invalid. Where we can argue is whether the factor has, in fact, affected the assessment.

Thus, in the Meadowhall case, the surveyor working on behalf of clients in 
Birmingham is entitled to his opinion that a regional shopping centre could 
have an effect on shops situated in Birmingham. This should not be the issue. 
The debate should centre on the resulting impact on value, if any. Perhaps an 
alternative would be to allow the proposal, and then place the onus on the 
ratepayer to prove to the Valuation Tribunal that a material change has actually 
occurred. This would reduce the flow of notices from the Valuation Officer to the 
ratepayer, and vice versa, and avoid any bad feeling which may occur, thereby 
producing a more efficient appeals system.

Definition of a "Material Change in Circumstance"
The definition of a "material change in circumstance" will cause as much, if not 
more, controversy as the concept of "opinion". For there to be a "material change 
in circumstance", there must be a change in one of the matters referred to in 
Schedule 6 paragraph 2 (7) of the 1988 Act. But will paragraph (7) reduce the 
number of proposals made on properties during the life of the Rating List?

The Government wants only changes in the "physical" nature or which are 
"physically manifest" to cause the making of a proposal, thereby reducing the



number of proposals. The terminology used in the section was described by Legal 
three different interviewees.   Update 

Mr Richard Cobb of GL Hearn & Partners said (1991):
... they put "physics! manifest" - that is a cop out. Physically manifest is money and you can't
get more economic than that, so I don't think that they [the Government] have changed it
[Section 20] that much. I am optimistic about the interpretation of the material change of /__
circumstance. We have done work in Scotland [where very similar provisions exist] as a ^ '
practice, and there it is not a straig'ntjacket by any means.... the options are as open now as               '
they ever were.

Therefore, in his opinion, the process of making proposals will be very similar 
to that which existed under the 1967 legislation.

I do not think that the emphasis on the word "physical" in the wording of Schedule 6 (2) (7) will 
be conclusive. It does not do what the Valuation Office thinks it does (Mabey, 1991).

A senior rating surveyor stated (Anon, 1991) that:

"The section uses very woolly language, basically anything is physically manifest".

These three views sum up what many in the profession feel was a very hurried 
and ill-prepared section of the 1988 Act. The interviewees all considered that 
the legislation is very limited in its ability to achieve what the Government 
intends.

It is appropriate at this point to highlight an example of how the legislation 
could be interpreted.

"Physically manifest" will undoubtedly include traffic and pedestrian flows 
in the locality, even on the restrictive interpretation that Valuation Officers will 
apply to it. At the same time they will also argue that the amount of money in 
the pockets of these pedestrians should be the same on the date of the proposal 
as it was on the antecedent valuation date in 1988, their argument being that the 
pedestrian flow is physically manifest, but the amount of money consumers are 
willing to spend is not and should therefore be at the level of 1 April 1988.

However, a ratepayer may argue that the payment of money over the counter 
to a shop assistant, although not affecting the physical state of the locality, will 
nonetheless be physically manifest as it is a physical event and, therefore, can 
be included in Schedule 6 paragraph (2) (7).

The problem that the Government faces is that the wording means "all things 
to all men" and, as a consequence, it could result in much litigation.

Effect on Assessment
Another important consideration is what happens after a material change in 
circumstance is established. It is not clear at this stage whether or not the whole 
assessment is open to review, or if the reassessment is restricted to the grounds 
on which the appeal was made. Established principles of rating dictate the 
former will be the case, and if so this could be exploited to defeat the whole 
object of the provisions.



 royr The legislation actually refers to the "hereditament" and not to part of the
 L o hereditament. Therefore, it is the whole assessment which must be reviewed.

' This must also be the correct interpretation in respect of good valuation
practice. How can a valuer, who is attempting to arrive at the rateable value of
the whole hereditament, do so by separating out a particular part and valuing
it in isolation?

78 The Government's interpretation that the proposal should be restricted to the
   ~~-~ material change of circumstance alone, is an ideal which is, however, not 

practicable. For the system to maintain credibility within the law, for the 
profession and for the ratepayer, fundamental valuation techniques must be 
seen to be adhered to, even if it means possible exploitation which could render 
that entire system fruitless. Furthermore, the Government's contention that a 
restrictive interpretation must be applied, illustrates that they are concerned 
about the material change in circumstance, concept and Schedule 6 breaking 
down altogether. The Government always wanted to achieve a very low 
proposal rate and must see this as a loophole to be defended.

One final point which will not help the Government in its case is the statutory 
duty of the Valuation Officer to compile and maintain accurate Rating Lists 
(s. 41 (1) 1988 Act). Ratepayers who cannot find valid grounds to make a 
proposal, could simply write to Valuation Officers and inform them that they 
feel the list is wrong. Such a request would need to be treated seriously, as 
failure to do so could result in High Court action. Therefore, even if there has not 
been a material change in circumstance or if the Government's narrow 
interpretation was applied and only that part of the hereditament which was 
affected by the material change in circumstance was revalued under the 
regulations, this overriding statutory duty must mean that the Valuation 
Officer would need to alter the list if it was wrong, irrespective of whether there 
has been a material change in circumstances or not. This could result in a vastly 
increased workload on the appeal machinery, and threaten the crucial timing of 
the next revaluation.

Furthermore, should the 1995 revaluation be postponed, it will worsen the 
problem as the antecedent valuation date will be even further removed and give 
rise to more irate ratepayers who have no valid grounds to appeal, but who 
view their assessments as inaccurate and so write more letters to the Valuation 
Officer - a vicious circle.

An interesting development has occurred in the City of London concerning 
economic factors and the Material Change of Circumstance Concept. There was 
undoubtedly a reduction in rental values in City space between the Antecedent 
Valuation Date and the revaluation in 1990. Research has apparently shown 
that part of this reduction has been due to economic factors, and part due to 
increases in the vacant space which amounts to a Material Change of 
Circumstance.

This is an excellent example of economic factors manifesting themselves in a 
physical way, which has led to many thousands of proposals to alter the list. As 
a result, an agreement has been reached between the City Valuation Office and



City agents, which provides for an allowance from 0-12.5 per cent to be made on Legal 
rating assessments of some City office space (Lennox, 1992). Update

The agreement could be seen as a practical step in dealing with a very 
difficult problem, however, a dangerous precedent could have been established".

The Valuation Office had conceded that empty properties amount to a 
Material Change of Circumstance in the London office market. This could 
equally apply to a range of different properties up and down the country where ^"9 
empty shops and empty industrial units are common. On hearing of this 
development many speculative proposals, by ratepayers who have witnessed 
businesses close down around them resulting in vacant spaces, may be 
encouraged.

Also, once the long awaited economic revival takes place and properties are 
once again in demand and occupied, the reductions should be reversed. This 
will entail more work for the Valuation Office, as it is hard to imagine the 
ratepayers notifying the Valuation Office that another Material Change of 
Circumstances has occurred; i.e. the relevant properties are no longer empty!

Conclusion
It is of paramount importance that the rateable values that appear in the Rating 
Lists bear as close a relationship as possible to the actual values of the 
properties to which they relate. The only expedient way this can be achieved is 
through regular revaluations, where it is generally recognized that the interests 
of all will be protected.

If the liberal interpretation of "state" in Section 20 had been applied i.e. the 
rebus sic stantibus rule being applied to its full extent as outlined in the final 
Addis decision, regular revaluations would undoubtedly have been jeopardized.

In an effort to secure quinquennial revaluations, the Government relieved the 
Valuation Office of responsibility for domestic rating and introduced legislation 
designed to resist proposals on grounds, among other things, of a non-physical 
change. This is to be commended. It is also considered that the limitation of 
appeals, to the new specified grounds, does not jeopardize the interests of 
ratepayers. Indeed, these restrictions will benefit them in the long term, as the 
end result should be regular revaluations. This in turn secures overall closer 
relationships between rateable values which appear in the Rating Lists, and the 
actual rental levels of properties. This equity in the basis of the tax is surely the 
ultimate aim of the rating system.

It is considered that the correct balance has been reached whereby 
ratepayers' rights of appeal have been sufficiently protected, and a vast 
reduction in the flow of rating work to the Valuation Office has resulted.

It was a combination of large potential rewards due to economic factors, the 
fact that proposals were easily made, compounded by the fact that there had not 
been a revaluation for so many years which resulted in a spate of cases in the 
late 1980s breaking through the Section 20 provisions and culminating in a 
totally unsatisfactory situation in the eyes of the Government.



my] However, the legislation subsequently introduced, in particular in Schedule 6
19 3 paragraph (2) (7), should not be seen as a panacea by the Government Sound
"' reasons for its possible failure to achieve what the Government wants it to

achieve have already been identified. This does not mean, however, that the new
legislation will be ineffective.

The new appeal legislation is thus, like the curate's egg, good only in parts.
80________ Its success is dependent on minimizing the number of proposals. This is the
" cornerstone on which the whole system depends. The factors which will have

the greatest impact on appeals received are the economic performance of the
UK, how well the material change of circumstance provisions stand up, the
timing of the next revaluation to take place no later than 1995, and the workload
imposed by the Council Tax,

It is suggested that the loose wording of the material change of circumstance 
legislation is not sufficient in itself to cause a failure of the Government's 
attempts to streamline the appeal process and reduce the workload of the 
Valuation Office.

It is probable that the restrictions placed upon appellants' rights in "body" 
and "time",.will be enough to offset the deficient wording of Schedule 6 and, 
providing that the conditions outlined above are satisfied, the new legislation 
could achieve the Government's goals.

The most important condition that the Government has to ensure is that the 
next revaluation takes place no later than 1995. This becomes particularly 
crucial when the antecedent valuation date is considered because, with its 
introduction the 1990 list was two years out of date (economically) at the outset. 
If the revaluation is postponed for any reason, attempts will be made to exploit 
weaknesses in the material change of circumstance concept as they were for 
Section 20 in the later 1980s. This would defeat the object of trying to achieve a 
lower proposal rate, reducing the workload of the Valuation Office and 
streamlining the whole appeal process.

Two other points should very briefly be mentioned. The Government will not 
have been helped in its task by the present economic recession and the 
consequent decrease in rental values of property. Companies are looking to 
reduce costs, especially those which are professionally represented, and may be 
looking at Schedule 6 as a means to reduce rateable values. This will result in 
more pressure being applied to the appeals machinery, resulting in delays and 
an additional appeals workload. Similarly, the decision to abolish the 
community charge and rely once again on a property-related tax for domestic 
occupiers goes a long way towards undermining the Government's intention to 
reduce the workload of the Valuation Office.

Furthermore, the council tax could prove a pyrrhic victory for those in 
government and those informed professionals who were advocating the 
abolition of the community charge if it results in the postponement of the 1995 
revaluation.



The final decision on the effectiveness of the provisions relating to material Le^al 
changes in circumstances may have to await the next revaluation for all the Update 
relevant influences to be fully assessed.
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Abstract

This paper describes some of the problems identified in the Malaysian rating 
system andproposes possible solutions. The paper is based on a two-year study 
that analysed the British experience of rates reform introduced in the Local 
Government Finance Act 1988, including the Community Charge, in order to 
make recommendations to the Malaysian authorities that could improve the 
quality and efficiency of their local taxation system.

Introduction

In Malaysia, the basis for the collection of rates is the rateable value, which is 
the annual value of the ownership of property. This applies in all the ten States 
of Peninsular Malaysia, except in Johore, where the improved value is used. 
This is because, in contrast to the United Kingdom, the Malaysian Local 
Government Act allows a State authority to opt for annual rental or capital values 
as a basis for rates, at its discretion. Also, in contrast to the system of rating in
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the United Kingdom, rates are an owners' tax in Malaysia.
It should also be noted that in Malaysia, rates are a tax payable only by 

those owners whose property is located within local authority boundaries and 
that, since a substantial part of the country is not covered by local authority areas 
and for that reason, no services are provided outside local authority areas, many 
people are not liable to pay any rates.

Annual value

Annual value is defined in section 2 of the Local Government Act 1976 as:

"the estimated gross annual rent at which the holding might reasonably 
be expected to let from year to year, the landlord paying the expenses 
of repair, insurance, maintenance or upkeep and all public rates and 
taxes provided that:

(a) no account shall be taken of any restriction or control on rent; 
and that

(b) any enhanced value from the presence of any machinery used 
for the folio wing purposes shall not be taken into consideration:

(1) the making of any article or part of article;
(2) the altering, repairing, ornamenting or finishing of any 

article;
(3) the adapting for sale of any article."

Improved value

Section 2 of the Local Government Act 1976 provides for improved value as an 
alternative basis of assessment and this has been adopted in the State of Johore 
only. Improved value is defined (section 2 Local Government Act 1976) as:

"the price an owner willing and not obliged to sell might reasonably 
expect to obtain from a willing purchaser with whom he was bargaining 
for sale and purchase of the holding."

The definition of improved value is identical to the definition of market value 
used for the purposes of assessing compensation under the Land Acquisition Act 
1960 (similar to that required under s.5 Land Compensation Act 1961), which 
was quoted in the Nanyang Manufacturing Co. Ltd. v Collector of Land Revenue 
Johore (1954).
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Principles of improved value

Over a period of years, the Courts have clearly identified the methods and 
principles that should be used in the determination of improved value. According 
to Mani Usillapan (1988), in the case of Ng Tiou Hong v Collector of Land 
Revenue, Gombak (1984), Syed Agil Barakbah F. J. summarised the following 
principles, established for the purpose of fixing market value for compulsory 
acquisition, distilled from various older authorities, but which apply equally to 
the fixing of improved value:

(a) improved value is the price that a willing vendor might reasonably expect 
to obtain from a willing purchaser. The elements of unwillingness or 
sentimental value on the part of the vendor to part with the land and the 
urgent necessity of the purchaser to buy have to be disregarded and cannot 
be made as the basis for increasing the market value. It must be treated on 
the willingness of both the vendor to sell and the purchaser to buy at the 
market price without any element of compulsion;

(b) the improved value can be measured by a consideration of the price of 
sales of similar lands in the neighbourhood or locality and having similar 
quality and positions;

(c) its potentialities must be taken into account. The nature of the land and the 
use to which it is being put at the time of acquisition have to be taken into 
account together with the likelihood to which it is reasonably capable of 
being put to use in the future, for example, the possibility of it being used 
for building or other developments;

(d) in considering the nature of land, regard must be given to whether its 
locality is within or near a developed area, its distance to or from town, 
availability of access roads to and within it or the presence of a road 
reserve indicating a likelihood of access to be constructed in the near 
future, expenses that would likely be incurred in levelling the surface and 
the.like;

(e) estimates of value by experts are undoubtedly some evidence but too much 
weight should not be given to these unless they are supported by, or 
coincide with, other evidence.

The identical definition of market value and improved value and the use of 
methods and principles common to both have given rise to a number of problems. 
In the determination of market value the following are important considerations:

(1) the nature and extent of the interest. Usually this is the interest that is 
affected, e.g. encumbered or short leasehold etc.
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(2) potential. There is an abundance of case law that requires potentialities 
to be taken into consideration. For example, in the case of Bukit Rajah 
Rubber Co. Ltd, v Collector of Land Revenue, Klang, Selangor (1968), it 
was held that the potential development value would be a fair market value 
of the land acquired.

These considerations when applied to the improved value basis create problems, 
for example:

(a) properties adjoining each other can bear different values in view of the 
interest therein. It is possible to have two identical properties having 
different values due to the different lease terms and therefore owners pay 
differing amounts of rates;

(b) land that is under utilised by reason of its present use would be valued on 
its potential use and thus show no relationship to the present income or 
use;

(c) in view of this restriction, interests in, for example, Malay Reservation 
Land, would have very low improved values or even negative values.

This has led to unfairness in the tax liability between rateable owners.

Comparison between annual value and improved value

As improved value and annual value are alternative tax bases it is pertinent to 
compare the principles relating to the determination of annual value with the 
principles outlined above for market value. The principles of determining 
annual value have been well described in Ryde on Rating, 13th Edition (pages 
442 - 465). Many of these principles have been stated by Gill J - Overseas 
Chinese Banking Corporation Ltd. v Commissioner of the Federal Capital of 
Kuala Lumpur (1963).

A number of distinct rules have been evolved to distinguish the annual 
value for rating purposes from improved value. These are the assumptions that 
apply, to annual value:

(a) vacant and to let;
(b) premises to be valued rebus sic stantibus;
(c) the creation of a hypothetical tenancy with a hypothetical tenant and a 

hypothetical landlord;
(d) not subject to any rent control;
(e) tone of the list.
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A more glaring picture would emerge if a comparison was made with the annual
value basis as used in the other States in Malaysia. There is a conflict in rating
properties using both the annual value and the improved value basis. Under the
annual value system, a separate method of assessment has been prescribed for
a holding that is vacant, unoccupied, partially built upon, or unfit for human
habitation. The improved value of vacant land must be the value of the land for
the use that will be permitted on the land whether by way of a gazette zoning plan
or by way of its potential use as ascertainedby developments in the neighbourhood.

The application of existing use where land is partially occupied becomes
more complicated as no provisions are found in the improved value definition for
such lands nor is there any discretion given to the Valuation Officer to adopt a
different basis, as is the case for annual value.

Owner being liable

Although the basic law of rating originated from England via India, one 
fundamental distinction exists and this was expounded by Good J. in Tangamah 
Cumarasamy v Chairman, Town Council Taiping, Perak (1957):

"A fundamental distinction exists between the English rating law on 
the one hand and the rating laws of Trinidad and the Federation 
[Malayan] on the other in that, in England, the liability falls upon the 
occupier whereas in Trinidad and the Federation it falls on the 
owner."

Section 146 of the Local Government Act provides that the rates shall be paid by 
the owner. There is no doubt that the owner who holds the title to a piece of land 
is a more permanent ratepayer and is therefore more easily traceable for rate 
collection purposes. This has been recognised in the United Kingdom where, for 
example, the British principle of rating the occupier has been altered in specific 
cases to make an owner liable for rates, in order to secure ease of rate collection. 
This was achieved, for example, in section 24 General Rate Act 1967 which 
made owners rateable for dwellings adapted for occupation in parts (Plimmer, 
1987). Although owners pay the tax, they actually collect the rates from their 
tenants and therefore it is ultimately an occupiers' liability.

However, in Malaysia, the absence of beneficial occupation, or for that 
matter, the lack of occupation at all, is not relevant for the rating of a property. 
As long as the property can be identified as a holding and it falls within the local 
authority area, it is rateable. Holding is defined in Section 2 of the Local 
Government Act 1976, as follows:

"... any land with or without buildings thereon which is held under 
a separate document of title and in the case of a subdivided building,
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the common property and any parcel thereof and, in the case of 
Penang and Malacca, 'holdings' includes messuages, buildings, 
easements and hereditaments of any tenure, whether open or enclosed 
whether built on or not, whether public or private and whether 
maintained or not under statutory authority."

The only criteria are that there must be an identifiable title that would establish 
ownership or identifiable occupiers in cases where buildings on State lands are 
rented.

Problems in collection are caused by the fact that the title to holdings is not 
always properly registered, since owner occupiers often fail to inform the local 
authority of their acquisition. The cooperation from other officers in public 
departments to improve these records is also unsatisfactory. In some cases, 
information given by the Land Office is incomplete or there is multiple ownership 
in one title grant.

Vacant land

All holdings are rateable to the annual value of their occupation. However as 
vacant land is seldom let and there is therefore no rental evidence, the Local 
Government Act 1976, section (2)(c) provides a separate basis for the 
determination of the annual value of land:

"(c) in the case of any land:

i that is partially occupied or partially built upon; 
ii that is vacant, unoccupied or not built upon; 
iii with an incomplete building; or
iv with a building that has been certified by the local authority to 

be abandoned or dilapidated or unfit for human habitation,

the valuation is as follows:

(a) in the case of (i) the Valuation Officer can choose to value the 
holding on the annual value or take 10% of the open market 
value as annual value;

(b) in the case of (ii), (iii) and (iv) the Valuation Officer must take 
10% of the open market value of the land as the annual value 
and this can be reduced to 5% with the approval of the State 
authority."

It is pertinent to note that the term open market value has not been defined
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anywhere in the Act. Therefore, it is necessary to refer to the definition that has 
often been quoted by the Malaysian Courts in Land Acquisition cases. The 
definition, which was stated by Buhagior J. in Nanyang Manufacturing Co. Ltd.v 
Collector of Land Revenue, Johore (1954) is as follows:

"The market value of land may roughly be described as the price that 
an owner willing, and not obliged to sell might reasonably expect to 
obtain from a willing purchaser with whom he was bargaining for 
sale and purchase of the land."

The capital value of land is used as a basis to arrive at the annual value at a 
statutory rate of return. This percentage may or may not have any bearing on the 
present rate of return for the actual property types.

Another incongruity occurs when developed land or improved land is 
valued on its existing use because of the rule of rebus sic stantibus, whilst 
adjacent vacant land next door is valued at 10% or 5 % of its open market value. 
The result of this is that the latter has a much higher annual value then the former. 
For example, in an appeal case in the Taiping District Council in Perak, the 
annual value of land i.e. the assessment, was increased from MYR $1,080 to 
MYR $6,000 on the demolition of the building that had stood on the land. The 
annual value of MYR $1,080 was based on the principle of rebus sic stantibus, 
that is," land with a building on it. When the building was demolished, the annual 
value was based on 10% of the market value of the vacant site, which was MYR 
$6,000.

A further issue is the provision of the rate refund under section 162 of the 
Local Government Act 1976. If a building is unoccupied and no rent is payable 
in respect of it for a period of not less than a month in any half year for which 
a rate has been paid, the local authority may order the refund or remission of the 
amount paid proportionate to the period during which the building was occupied. 
The refund is made once all the following conditions are satisfied:

(a) the building is in good repair and fit for occupation;
(b) every reasonable effort to obtain a tenant has been made;
(c) the rent demanded is reasonable, and
(d) the building has been vacant during the whole of the period when the 

refund is made.

However, land that is vacant is still rateable and the owner must pay rates.
A further difficulty results from the date of valuation. It should be noted 

that the valuation is made in the year preceding the one in which the list is to 
become effective and is to be in force for five years or such extended period as 
the State authority determines. But the Local Government Act does not state 
whether the valuer is required to assess the rent in relation to the year in which 
the valuation is made or the year in which the list is to be used.
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Exemption from rates

Each State authority has the power to exempt, at its own discretion, any holding 
from payment of rates if it is used exclusively as a public place for religious 
worship, licensed public burial ground or crematorium, public school and public 
place for charitable purposes as well as for science, literature and fine arts. 
When any holding is used exclusively for non-profit-making activities, the State 
authority may at its discretion exempt such holding from the payment of all or 
part of the rates or otherwise.

Because the constitution provides for the organisation of local government 
and for most municipal services to be a State responsibility, the State government, 
and to a certain degree the Federal government, have considerable legislative 
power to control Malaysian local authorities. The Local Government Act 1976, 
section 136, states that rates shall not be payable for any holding when the 
assessment imposed is less than five ringgit (£1 Sterling) in one year.

Article 156 of the Federal Constitution exempts lands, buildings and 
hereditaments that are occupied for public purposes by or on behalf of the 
Federal, State or public authorities. Instead the Federal, State or public 
authorities make contributions in lieu of rates, the amount of contribution being 
agreed between the parties concerned. Contributions in lieu of rates have only 
been payable in Peninsular Malaysia since 1 September 1957.

There are many problems faced by the local authorities on the administration 
of such properties. The most critical has been in obtaining the necessary 
certification from the local heads of the Federal departments. Under the 
guidelines set out by the Ministry of Housing and Local Government, there are 
three forms to be submitted by local authorities before any payment on the 
contribution can be made. The contents of these three forms have to be agreed 
upon and certified by the respective parties before payment can be made by the 
Ministry of Housing and Local Government. To claim contribution for that 
particular year, one form has to be submitted before the end of the year. Should 
there be any delay in the certification, the contribution in that particular year is 
forfeited through no fault of the local authority.

Thus, the procedure is open to abuse and initially many Heads of Department 
took a considerable time to certify the list of buildings occupied by them because 
they did not keep proper records of their buildings, and/or because they refused 
to certify the forms submitted by the local authorities. Liability for rates in the 
case of ordinary properties begins with the issue of a certificate of fitness and 
building plans are readily available for the property to be assessed within a 
relatively short period. There is no certificate of fitness issued to government 
properties and although certain plans are obtainable from the Public Works 
Department, other plans that are top secret can only be obtained after clearance 
by the Ministry of Internal Affairs. It will therefore be some time after a 
particular government property becomes occupied before steps can be taken to 
obtain certification of occupation and subsequently to assess such properties.
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The Federal Constitution provides for the formation of a tribunal to 
determine any disputes between the councils and the departments. To date no 
tribunal has been formed. The absence of such a tribunal makes agreement on 
value almost impossible, causing rating authorities to lose out substantially in 
rate income.

Land outside local authority control

Rates are levied by local authorities on all landed properties located within the 
local authority areas. However, the whole of Malaysia is not under local 
authority jurisdiction. For example, a study area, comprising nine districts in 
the State of Kelantan, has a total area of 12,308 square kilometres, whilst the 
total area under the local authorities' control is 1,842 square kilometres or only 
15%. The area outside the local authorities' jurisdiction is 10,466 square 
kilometres or 85% and falls within the direct control of the State government. 
However, the total population living in the selected local authorities area is 
688,000, or 73% of the total population in Kelantan.

People living outside local authority areas by and large do not have the 
benefits of local authority services; nor is the State government in a position to 
provide any of these services, because of its remoteness and because of the 
administrative difficulties involved. Therefore, these people do not pay rates to 
the local authorities. Even though the total population of the local authority area 
is 688,000, only 53,535 have any liability to pay rates. About 634,462 people 
living within the local authority area do not pay rates because the area is not 
gazetted as an operational area where garbage collection services are provided. 
Therefore, 885,621 out of 939,156 or 94% do not pay rates. This is amain reason 
why only one local authority out of nine in the State of Kelantan has surplus 
income.

Valuation list

Under the Local Government Act 1976, local authorities are required to maintain 
a valuation list containing the address of the property, the owner, the occupier, 
and the annual or improved value. A new valuation list is to be prepared once 
every five years or within such extended period as the State Authority may 
determine. (Local Government Act 1976, section 137).

Between regular valuations, the list should be kept up-to-date by including 
new properties that were not in the original list and reassessing values for any 
upgrading of properties. In both cases, the assessment of the new property is 
made using the values as at the date of the original list. Not all local authorities 
have current valuation lists. A District Council in the State of Trengganu has 
reported that they have yet to prepare a new valuation list for the restructured
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councils and are still using lists dating back to the 1950's prepared for the old 
councils. The lack of qualified assessors, especially in the smaller district 
councils, is an issue that prevents the valuation lists from being updated. In the 
State of Kelantan, out of nine local authorities only two local authorities have 
a Valuation Officer.

The rating exercise essentially comprises two major processes, i.e. the 
compilation of the valuation list, and the imposition of the rate forthe assessment. 
Before 1980, many local authorities had not revalued their properties for many 
years, although the Local Government Act of 1976 provided for revaluations 
every five years. Because of this, the Minister of Finance decided in 1981 to 
assist the local authorities that required the valuation of properties. This free 
valuation was carried out in stages. Through the assistance of the Valuation and 
Property Services Division of the Federal Treasury, of the 95 local authorities 
in Peninsular Malaysia, 32 managed to update their valuation lists; while 
another 21 local authorities were in the process of updating their valuation lists 
(1988). Twenty-two more local authorities have completed their valuation lists 
either with the help of other local authorities or through the services of private 
firms. Nineteen local authorities have not attempted to update their valuation 
list and one has no rating unit and did not carry out a revaluation at all (Kelantan 
Valuation Officer, 1988).

The methods of assessing the annual value of a holding are: comparison of 
market rental evidence; profit basis; contractors method; and statutory formula. 
However, the most common method used is the comparison of market rental 
evidence. After the annual value has been assessed and there are no objections 
raised from the owner, the rates payable are based on fixed percentages of the 
annual value of the landed properties and these percentages can be varied from 
year to year by the local authorities. The percentages are fixed according to the 
areas in which the properties are located and/or according to the actual usage of 
the properties.

For example, in Klang Municipality there are six different percentage 
rates, ranging from 4% to 13% depending on the type of use for the land. The 
local authorities cannot exceed 35% of the annual value when imposing such 
differential rates. Forthe improved value the maximum rate adopted is 5% of the 
improved value. Usually, the new rate per cent is applied for a number of years 
until the expenditure has increased to such a level that the local authority is 
forced to make another increase. The practice is at variance with the U.K. system 
where, under the pre-1990 rating system the rate was varied annually according 
to the financial expenditure of the local authority, and under the post-1990 rating 
system, increased annually in line with the rate of inflation. A significant 
feature of the rate percent is that the present practice among the selected local 
authorities in Malaysia shows a considerable variation on the amount of rate 
percent imposed.

The local government taxation system in Malaysia is difficult to administer 
because the rate structure is graduated and more than one schedule may apply to
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a given tax base. In the case of Kuala Muda District Council in the State of 
Kedah, the rate schedule for vacant land varies from 0.5% to 4%.

The tax rate of the property lies below the annual or improved value and 
is always reduced after a revaluation. For example, in the District of Alor Gajah, 
Malacca, the rates have been reduced from 12% to 5% after the revaluation in 
1984 for areas outside town and development areas. The local authority 
normally determines the percentage to be applied for rating in the following 
manner. It first budgets for the year in question, in order to determine the 
amount of money it will need to carry out the various projects and for the annual 
recurrent expenditures. From that it deducts the amount of revenue it can obtain 
from other sources. The balance is then expressed as a percentage of the total 
of all the annual or improved values on its valuation lists for the year under 
consideration. The result is the percentage to be levied from that year.

Even when the list is prepared, it may not be put into effect because of the 
political pressures, either in the local councils or in the State Government that 
is required to approve the new list. In order to minimise the sudden increase in 
the property taxes resulting from a new valuation list, some local councils reduce 
the property tax rate when implementing the new list. In one district in Johore, 
the new rate was set (1985) at 0.15% (compared to the legal maximum of 5% 
allowed under the Local Government Act). While the Local Government Act 
established the maximum tax rates at 35% for properties assessed on annual 
values and 5% on improved values, none of the 14 local authorities visited as part 
of the research were charging the maximum rate.

Collection

Many local authorities are not collecting all the property taxes due, based on 
their existing valuation list and tax rates. The arrears are due to several factors. 
First, the collapse of land prices in the early 1980s resulted in many developers 
going bankrupt and housing developments being abandoned or left unsold. 
Property taxes on these housing developments went unpaid. Second, manual 
filing and data management made it difficult to track down late payments by 
individual owners. Third, the local authorities were reluctant to prosecute late 
payers and seize their property, as allowed under the Local Government Act 
1976. The lack of legal staff in councils was often given as a reason for not 
pursuing late payers.

Problems also arise from residents who live outside a "town area" within 
the local authority's boundaries. Because of the lack of infrastructure, such as 
metalled roads, municipal services are not extended to these areas and, as a 
result, people are understandably reluctant to pay their rates. Based on the 
interviews of 65 ratepayers in four different local authorities, 61.54% complained 
of the inefficiency of the local authorities in providing local services and this 
non-provision of services has resulted in the non payment of rates.

83



Journal of Property Tat Assessment & Administration Hiiam, Plimmer, Gronow

The extent of the problem can be seen, for example, in the arrears of 
revenue as published in the New Straits Times (1988). Nearly MYR $80 million 
was owed to 19 Municipal Councils in Malaysia. Penang Municipal Council had 
arrears of MYR $10 million, Ipoh City Council MYR $20 million in arrears and 
the City Hall of Kuala Lumpur was estimated to have MYR $20 million in rates 
due. Evidence was also given by the various local authorities in Peninsular 
Malaysia of the huge amount of arrears of rates that have been allowed to 
accumulate over the years and which have increased each year with no serious 
attempt being made to recover them.

Some local authorities had large amounts of accumulated revenue 
outstanding, ranging from 25% to 500% of their accumulated revenue in one 
year. The power of recovery of arrears is clearly defined in the Local Government 
Act, 1976. However, the strict enforcement of the law is considered to be a harsh 
act against friends, relatives or members of the same political party, which gives 
rise to the fear of losing favour with the people and consequently losing future 
elections.

Staffing

The ability to employ competent staff is related to the financial ability of the 
local authorities. Each council is organised according to its own requirements, 
the subdivision into departments, or units varying accordingly. Based on the 
analysis of the questionnaire sent out as part of the research, it is evident that 
most authorities suffer from staffing constraints and certain functions can hardly 
be carried out. As a result, there is a severe shortage of valuers, records are 
inadequately maintained and morale tends to be low because of the lack of 
promotion prospects or established conditions of service. A comparison between 
the number of staff employed for valuation and the revenue collection of the 
property tax shows a distinct correlation between the low number of staff and the 
level of revenue collected. For example, in the Seremban Municipality in Negri 
Sembilan State, the number of staff employed in the valuation department is 20 
and the revenue from rates comprises 68% of the total source of income. 
Seremban Municipal Council suffered arrears of 40 to 60% for domestic properties 
and 20 to 40% for non residential properties. The actual number of staff required 
according to the Council is 31.

The poor chances of promotion and less than attractive remunerations that 
exist as compared to those in the Federal or State governments, or in private 
enterprise, are the main reasons of inefficient management. In addition, the 
termination of staff employment (except for technical staff) has its effects, as 
well as interference from politicians who recruit their own members with 
insufficient qualification. Staff efficiency suffers accordingly (Lenz, 1986).
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Revaluations

All properties have to be revalued and this is a tremendous undertaking, not the 
least because of the enormous amount of paperwork involved controlling the 
revaluation itself within the local authorities and the subsequent appeals made 
by people who are aggrieved by their new assessments. With the exception of 
a few large local authorities, such as the City Council of Kuala Lumpur and 
Klang Municipality in the State of Selangor, local authorities have no qualified 
valuers and valuations are carried out by an assessment clerk. For example, in 
the Tanah Merah District Council in Kelantan, there is only one staff member 
and his job description is "secretary of the council." He is responsible for the 
assessment and collection of rates for 4,809 rateable holdings. Most local 
authorities merely carry forward the assessment list annually, with no steps 
being taken to bring them up to the prevailing rental values. This results in an 
uneven burden of liability forboth locality and property types and there is a lack 
of uniformity in the assessment lists.

Most of the revaluations in the local authorities have been carried out by 
the Central Valuation Division of the Ministry of Finance, and also by private 
firms (Ariffin, 1986). The Central Valuations Division itself suffers from 
insufficient qualified personnel. In most cases, the local authorities have to cope 
with just an assistant valuation officer who may have to carry out the work after 
only a "crash" training programme. As a result, the revaluation exercise 
undertaken is restricted to a few councils at a time, and this has resulted in 
outdated tax bases. For instances, the Kuala Muda District Council in Kedah 
was established in 1957, and a revaluation has only been carried out once. This 
was produced in three stages, in 1984, 1985 and 1987.

In some cases, in spite of very old valuations lists, the revaluation was 
postponed by the State or Federal government because of an impending election 
(Norris, 1977; Lenz, 1986). Such an occurrence happened in 1985 before the 
general election when the Federal Valuation and Property Services Department 
was frustrated by some local authorities that did not implement the new 
valuation list that it had prepared free of charge for the local authorities. 
Irregularities among the local authorities in a State include the rate imposed, 
rateable areas and implementation of the valuation lists.

The task of carrying out the revaluation exercise is quite difficult. There 
are problems in obtaining the data because of the reluctance of property owners 
to return completed forms or to complete them fully and correctly. This is due 
to their fear that the returns may be used for other purposes, but the immediate 
result is that it impedes the process of revaluation.

The failure to undertake and implement frequent and regular revaluations 
results in an out-of-date and, therefore, inequitable basis on which to levy rates, 
since different local authorities use lists compiled at different times. Not only 
are the values out of date, so are the relativities between values. The result is 
that ratepayers do not pay according to the current rental or even the recent value
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of their properties. This is recognised as unfair, particularly by the ratepayers 
themselves, who may consider the abolition of the rating system as the best 
solution. Based on interviews carried out in four local authorities, the research 
shows that 62% would like a change from the present rating system.

Procedure of valuation

The methods and criteria of valuation form the core of the actual valuation 
process. The valuation procedure allows the valuation officer a certain degree 
of freedom. The opinion of the valuation officer, however, is based on a mixture 
of objective factors and on experience. For a final determination, the valuer can 
choose from a number of methods that can be applied either individually or in 
combination. This results in different values for similar properties or the same 
value for different properties, and consequently complaints are lodged (Lenz, 
1986).

For example, the Central Valuation Division sent a series of different 
assessors to the same District Councils and the valuations that resulted showed 
discrepancies in the values assigned to similar property. The owners were 
accordingly discontent with the results. In an objection lodged by Hong Peng 
Koon (PP/1/3/79/1 - 32), a holding, which is situated inRingan Tupai Industrial 
Areas in Perak, had been valued at MYR $2,300 (annual value). However the 
ratepayers' other holding, which was located across the road, was valued atMYR 
$2,000 (annual value). Even though the size of the land was the same, there was 
a difference of MYR $300 in the annual values.

In valuing land within a Malay Reservation, where there is no other 
material difference in the properties, the annual value is lower than the open 
market rental, as the land is assumed to be within a restricted market. The rates 
of tax are also low when compared with those applied to other areas. For 
example, the Kampung Kuantan rate schedule is 4-5% for residential properties 
but other residential rates are 8-12%. Thus, the payment of rates diverges from 
area to area.

Conclusions

The functions of the local authority are legally defined in the Local Government 
Act, 1976, but their implementation depends upon State decisions. The present 
Malaysian rating system is (or should be) the major source of revenue to the 
councils but is inefficient as a means of local taxation. The main reasons for this 
can be summarised as follows:

(a) inconsistencies in applying the definition of annual value between councils;
(b) the problems resulting from the differing bases of valuation of annual
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•value and improved value;
(c) the liability of rates falling on the owner and the consequent difficulties 

due to incomplete registration of title;
(d) inconsistencies resulting from the treatment of vacant land;
(e) the incorrect interpretation of the date of valuation;
(f) the treatment of exemptions and contributions inlieu of rates vary ing from 

council to council particularly with regard to obtaining the necessary 
certificate;

(g) unfairness in contributions between those within local authority areas and
those outside;

(h) the methods used to determine rates payable i.e. differential percentages; 
(i) failure to undertake and implement frequent and regular revaluations; and 
(j) the failure in certain local authority areas to collect the rates due and to

eliminate the arrears.

The main constraints to improving the system are insufficient qualified staff, 
allied with the intervention of politicians at all levels that prevent citizens 
paying appropriate levels of taxes and other contributions. This undermines the 
adequacy of the supply of services from local authorities which in turn is 
perceived as a justification for citizens to avoid payments. A vicious circle has 
thereby developed. Although the evaluation can conclude that the rating system 
in Malaysia has asound legal, structural and legislative basis, there are constraints 
that impede the efficient and effective functioning of the system. Allied to this, 
there is the psychological impact of rates, and the varying ways they are 
calculated in different councils. As in Britain, the very basis of the system has 
been questioned and alternatives or at least major reforms linked to these 
alternatives have been and are being considered.

Recommendations

It is considered that the present rating system in Malaysia can be improved so 
that adequate finance would be provided to local government for the carrying out 
of the economic functions for which they are established. The following 
recommendations would provide the means for practical improvement, thereby 
giving local authorities a strong and stable financial foundation on which to 
build the provision of quality services.

(a) The State of Johore should adopt the annual value basis of assessment, 
so as to provide consistency throughout Peninsular Malaysia.

(b) The property tax is the only form of local taxation, and is at the same time 
the largest or potentially the largest source of revenue generation. It is 
most strongly limited by political influence at all stages, and it is therefore
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proposed that the possibilities for political intervention should be 
repressed by implementation of the regulations in the Local Government 
Act, 1974.

(c) It should no longer be possible to delay a revaluation. The regular 
politically-enforced reduction of the rate after a revaluation should no 
longer allow a lesser amount of property tax to be paid than before. Once 
a revaluation has been carried out and implemented, rates payable should 
not be reduced, unless normal rating practice justifies it: because, for 
example, a holding has been physically altered and thereby becomes less 
valuable.

(d) In order to make revaluations more frequent, it is recommended that the 
benefits of new technology be utilised and therefore ensure smoother and 
more manageable changes in value.

(e) Furthermore, it should be made legally impossible for politicians to 
prevent the collection of arrears. The chief administrator should be solely 
and legally responsible for the task; and should be consequently compelled 
to collect the arrears. If necessary, pressure could be increased by 
withholding grants.

(f) For the payment procedure , lists of all holdings, together with the 
individual's data, must be compiled. Separate bills should be sent to each 
owner-occupier, as well as reminders, if necessary. The list should be 
updated by using computer facilities. Provision for instalment payments 
and discounts should be given to those ratepayers making prompt payments 
that would reduce the rate arrears and encourage an early settlement of the 
bills.

(g) The punctual payment of the State or Federal contributions in lieu of rates 
should be guaranteed. The Federal government should also cease to limit 
the sums to be paid in the annual budgets, and should pay the local 
authorities the amount to which they are entitled promptly. Furthermore, 
the tax privileges of public authorities should be abolished, in so far as 
they actually benefit from the services of the local authorities.

(h) The legal proceedings for arrears should not be delayed, and should not be 
subject to political intervention.

(i) In those councils where revaluations have taken place, but not implemented 
for political reasons, the new values should be put into force with no 
further delay and such a reoccurrence should become illegal. Where the 
lists are more than five years old, work on a revaluation should be
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accelerated with Federal and State help. To enable local authorities to act 
independently in future, the appointment of a valuation officer should be 
made compulsory. The attitude of the Federation and State authorities 
must change. For example, the rejection of the appointment of valuation 
staff, as desired by some local authorities, because of the costs involved, 
must not occur. Under the present circumstances, the Federal government 
should employ a sufficient number of suitably-qualified valuation officers 
to perform regular revaluations throughout the country.

(j) The valuation process itself is inadequate. Attention has been concentrated 
on the problems caused by different values for similar properties. In view 
of the importance of the property tax forlocal authorities, a separate study, 
not only of the valuation process but also of the methods employed, is 
recommended.

(k) The accrued arrears should be systematically reduced, according to the 
regulations in the Local Government Act, 1976. The legal units must take 
the necessary action. In those local authorities where no legal officer is 
appointed, this should be supported by the States.

(1) To avoid any further development of new arrears, a rate rebate system 
leading to partial and total exemption, as provided in the pre-1990 rating 
system in the U.K., should also be introduced to benefit those on very low 
incomes.

(m) The whole of Malaysia should be "covered" by local authority areas. All 
residents will reside in a local authority area and therefore will benefit 
from a level of services provided by the authorities, and should contribute 
to the cost of those services.

(n) A Community Charge is recommended in the rural areas because of their 
geographical situation and the condition of property in Malaysia. It is 
costly and administratively difficult to carry out a revaluation exercise 
of the rural holdings since they are mostly wooden houses of low value and 
there is little rental evidence. The Community Charge should be effective 
and efficient in such areas because people can be easily identified through 
the system of identity cards, there would be a low provision of services 
and, consequently, a low level of charge. In order for the Community 
Charge to be administered smoothly, a "town council" would need to be set 
up to cater for the needs of the rural residents and to ease the implementation 
of a Community Charge.
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ABSTRACT

With the amazing achievements in cccccznt: growth and Und ind he-iiiing reforms, Chici U moving 
towards an open market for landed propcrry. An urg::it need for [he education and training of valuation is 
anticipated bearing in mind tic vase size, of the counrry and its population.

To address the issue, the paper vUI discuss the effective and eScicn: delivery of education and 
training programmes for valuers in support of the county's development, by invcstigaring a camputcr-axsisced 
approach and, in particular, how r!-i* approaci can be de-/ised and Implemented.

RESUME

Ayant accompli un exploit etonnan: en tnatiirc ds croiisanci economiq-js, proprlites fonciercs ct 
rdforrccs du logesenL, la Chine cst en circhc vers un marchd librc de la proprlcti fondirs. Quand on 
considir: I'iEiportancz ds la surface du pays e: ds si popuiadcn, il fzut ar.ticipcr un bcsoic urgent 
d'instrucdon c: dc formadon relatif 4 ri'.-aiuadon.

S'adressant i catte question, c:t tssai exrT'rera performanc: et eScaciti dacs le Cidr: ds 
I'enscigsemen: et k fonnation dc I'dvalcauc: pic: i ['utilisation d^ I'lnfc.-niatique, dins Is buJ de coctribuer 
au deve'.opperr.c^t du pays. D s'agira pius par*Jcuii±rcn;tnt de h. conception ct appHcados dc cctte 
approche.

ZUSAMMENFASSTJNG

Nach den erstaunlichen Errunjenschsftcn des wirtschaftlichir. Wachstums ur.c der Lind- und 
Kausrcfonnes bcginnt OiiTn jecn seintn MzrKt fur Grundbcsitz zu onhen. V/ertn man die Grossc dcs 
Lacdci und die Ar-^'nl dcr Bevolkerung in Eetricht zieht, wird cin drlngender Bedarf fur die Ausbiidung 
und Schulung zux Grur-dbcsitzscharzung erwartet.

Z'or Uncerxriltzung der Enrwicklungshiife wird in dcm Dokument die wirksacc und efr.ziente 
Durchfuhrung d« Ausbildungs- und Sciulunjsprojramscs rur GrucdfaciinschStrang disiutiert und eint 
Kocpute:-Mc:hode erforscht ucd beso2d::ir Wer: darauf gcicgl, we diese Methods er.n=-ickcit; und 
sp.gcwcadst werdcn kann-
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INTRODUCTION

According to Feag (1991), there were 467 fy.ir-s and mare than 11 thousand towns in mainland China 
by the end of 1990, with urban State-owned land covering an area of more than 25,000 square kilometres. 
The first national urban residential survey in 1985 (ibid.) covered more than 150 million people, around 40 
r- tiling households and a total housing stock of over 4,676 million square meters, 74.95 percent of which were 
Stile-Owned. By the end of 1990, the total urban housing stock was 6,600 million square meters, of which the 
State-owned 4,800 million square metres.

The UJC. has about 36.000 members of the General Practice Division of the 3J.CS, the division in 
which valuers arc most usually represented (RICS 1991). A vast country such is China (with a total area of 
9.6 million square kilometres and a total population of almost 13. biilioc. being more than 20 times the 
estimated population of the UJC.) will certainly need a vast increase in the number of valuers even for a less 
sophisticated property market is developed over the medium term.

This paper was written prior to the testing o'f the "sample study" described and the analysis and 
coaelusioc of this testing carried out between September 1993 - January 1994 are presented as an addendum.

A demonstration of the sample study will be shown.

2 Use of Information Technology

la the U.K. and other Western countries, the application of inforr.iiriori technology (IT) to assist 
education and training is a recent and growing phenomenon. For example, the College of Estate Management 
in Reading has designed a computer-based learning packsgc for valuation sKUs to supplement tic delivery 
of their distance learning course.

China will need to train a mass audience quickly ana effectively with z variery of trainir^ skills. The 
use of IT in the form of a computer-assisted teaching/learning system is recognized as a way of resolving 
many potential problems, including the need for education and training programmes of property professionals 
dilivsred on a large scale. A computer-assisted teaching/learning system (CATL) has such atnibutes as the 
eScent sharing of resource-, case of updating and adding to a knowledge base, ar.d a supportive 
teaching/learning environment.

By using CATL, China will be able to tackle many difficulties and problems, such as the shortage 
c: leaching materials which may be caused by publication or circulation delays, diHculries in speedy updating 
and increasing the knowledge base and/or teaching material! in response to the ever-changing conditions and 
requirement of the market or the industry, ar.d, probably the most difucult one, an effective delivery of 
education and training on a large scale with no previous r-sr'n-'i; experience and inadequate resources such 
is teaching staff for property valuation, textbooks, and readily-available teaching/learning materials.

China has the potential to use nodsrc information technology to aisist in the delivery of education 
and training for property professionals. The CATL system itself may pose difficulties because it requires the 
widespread availability of and accessibility to hardware and software, which are essential for its 
implementation. However, these should not be great problems judging from the recent development in 
educational and training facilities for universities and colleges all over the country. There have bsen signs 
recently that the availabiliry of and accessibility to hardware and software have been increasing. In China, 
mcst universities or colleges have their owe. computer centres or computing facliats. Qinghua University in 
Beijiag has recently designed an expert system for land appraisal

Qin (1992) recently reported that Chma now has core than 300,000 softvrare eagiceers. The country 
row exports and imports software worth US S10 million and US S40 million respectively per annum. A rapid
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growth in the computer industry has also bees witnessed, and there has been also an influx of equipment 
from Taiwan, Hong Kong, Japan and U.SA..

3 Computer-Assisted Teachin^/Lenraing

Computer-assisted teaching/learning (CATL) is a recent phenomenon in education and training even 
in the West. It enhances learning and creates an intensely supportive learning enviror.rr.eac whereby an 
interaction between teaching and learning and thereby effective teaching/learning c±n be achieved (Wojcis, 
1991). It is largely because of the advantages stated previously, which result from the impact of recent 
technology, that some academics perceive that the approach is "ike key to a mass higher educatioo system" 
in future (ibid.).

The application of the CATL. approach is considered to be one solution to the several problems the 
country is currently feeing in relation to its education and training programmes for valuation professionals.

3.1 Development in .the U.K.

A brief review of the development ia the U.K. nay be of informative sigr;'~r--r— The use of cew 
technologies, information technology (IT) in particular, in education and training began in Britain a little 
core than a decide ago (Kingston, ct sL 1992). Information technology was Erst applied in departments of 
mathematics and computer studies and is ccw generally considered to be tools to support learning across 
the whole curriculum (Ifaid.).

This arises from tic perceived beneficial potential of uMrg IT in education and crni-i-g (Hcldcn. 
1992) on the one hand, and the face chit industries ire increasingly using new tecbnolcg;^ in their daily 
business and it has therefore becorae a civv recruitment criterion, on the other.

Researches into and dsvclopn-.tnl of ccmpuler-based training (GET) or ccmputcr-aiccd instruction 
(CAI) systems ar: thus triggered. Sofrv-'ar: divelopment to facilitate this has seen a rapid growth, for 
example, the development of hypertext prczrammis (Woodhead, 1991).

computing
assisting the delivery of the course.

Recently, a pilot study icio the feasibility of computer-assisted learning has besz cirried out by the 
College of Estate Management (CEMj for its d-sLancc learning course zr.d its current c=vc!opm=n; has bstr. 
encouraging (Dixon, lS92a).

The main focus of tie CEM's research and divcicpmcn: has be:- the es;abiishner-t of a. sca^cird 
taxonomy of aathormj programmes and ths csiizr. prlncirlcs for computer-assisted 'learning ccir-se'^arz •iich 
a view to assisting its course biplt—.ec'.aticn in the U.K. context. As a result, so=c h;^pcrie.-c authorlr-2 
software propammes have been identified as accrocriatc for computer-assisted icx'nmg sofr*-ar; design for 
their course implementation. A case study was cirriec out to dcrr-.ocitraLe the implementation of the 
principles established by their research (DL-cr.. lS92b).

Allhough carried out in the U.K. ccztrs and with a focus on tht technical side of course'wars desisa 
in respect of distance learning course, the CHM's research finding is useful to the cevt!op=s=.t of tit CATL 
programme proposed for valuers in China.
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32 Methodology

The current research in the University of Glamorgzn is to establish a sLmctured rationale and a 
methodology appropriate for the introduction of computer-assisted teachin&flcarnirtg into the education and 
training of valuation in China.

Relevant investigations have resulted in some positive Speculation on the likely trend of development 
is China's education and training of valuation. This includes tic speculation that China's current property 
valuation "methods" -win eventually incorporate appropriate Western methods, in line with the development 
of an "open" property market in the country and that the Western ways and experience of educating and 
trairiag of valuation, including those of ibc UJC, are immediately relevant to Chinese.

Special attention has been paid to identifying the inter-relation of the above three areas, i.e. core 
knowledge and skills, course design and curriculum delivery, to form a basis on which an appropriate 
coaputcr-ejsisted leaching/learning approach should be designed to fit the Chinese context. In doing so, the 
U.K.'s experience has been critically examined so as to Kentify those aspects that may be appropriate to the 
Chinese and therefore incorporated in their education and training programmes.

33 The Sample Study

A sample snidy of the CATL system b;;icc on tie development method of valuadcn his been 
established to explore and expound the structured rationale and methods of implementation for thi CATL 
approach to the education and training of valuation is China.

The following reasons justify the choice o: development method of valuation for the above slated 
purpose.

First, there are now rapid and widespreid Iz^d and property developments taking place in China. 
Ths knowledge and skill of this method is in urgec: ceed. For example, problems such as irrador.al 
overbidding in [he lind market, which has been mentioned in earlier sections, clearly indicates the lack of 
such skill.

Secondly, the development method of valuation izvcK—s subsets of valuation approaches or methods 
which encompass a relatively wider scope of knowledge and skills of such disciplines as -economics, law, 
statistics, and ccnslrucion, as well ts the basic techniques of valuation. It is representative of the 
requirements of knowledge structure for valuers.

Thirdly, the exploration of the delivery of this method through a. computer-based system will enible 
a substantial illustration to be achieved of the CATL ^pcroach to the education and traicir.g of valuation b 
Cuba.

Fourthly, with development being Lncrsasiiffly widespread, £ developmenl method siouic be more 
usefully tested wilhin the Chinese cor.text than e::h:r iz. investment or cost-btscd approich.

As far as the computer software tools ire ccncerr.id, three types of computer sofr^are can be 
applicable to assisting education and training, nsmeiy, programmable integrated application software, whici 
includes the functions of wordproccssing. dats base •-»-»??•—f.-T and spreadsheet: expert system she!!; z^d 
Hypertext authoring prograir^ncs.

Tnc first type of software is the least comonheasively applicable for the effectr.'C teaching or 
lesmmg of a course of study end courseware desic: T.'hich contains a large bocy of knowiedgs and 
-"jormadon to be communicated and requires inter- md incra-chaiciixg of sectors or chuEis of imowiedge 
or irJormatioa. Howci-cr, ir dots have limited fuccdonaiiry to enable the design of a small task-dep 
programme by Tisi^g inherent macro commands, according to T i«rp Jiacg's own txpcriencc.
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Figure 1 EXPERT SYSTEM
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An expert system shell <--n be used :o establish an expert system which contains a knowledge base 
plus aa inferezcing mechanism built by a knowledge engineer and expert to solve problems of users (Fig. 1). 
Recently the application of espert systems to property viluation has b«n developed. For example, Gronow 
and Scott (1989) have carried out research into the application of e.xpcn systems in residential property for 
mortgage and council house valuations, and its viability in commcrciii viluations is belcj investigated further. 
The knowledge base established by expert systems such as this and the application of the system itself cay 
be appropriate for training purposes. Because, while the expert system may directly solve problems, it also 
communicates knowledge from an crepcrt to i uicr. (Hsycs-Rotn, ct si., 1983), c: from a lecturer / trainer 
to a student/trainee in the case of the education and training. Expert system sheils con also be used to test 
studcnts/tninees of their knowledge acquired and working ability by tnsrrucring them either in groups or 
individually to use the shells to build their cvro small expert systems.

A hypertext system can be built by the hypertext software which cantams a text bass, links, and a 
browser, developed by a hypertext engineer and writer to present information to readers (Fig. 2). KypcrtcM 
can be dermed as text that is electronically accessed by means of dynamic outli^g, indexing, lirjcing and 
cross-rcferencinf. Hypertext has besn widely used for cducsdon and training courseware design. But a 
recognition of the liinitations of both systems has triggered a development of synergism, i.e. expcrtcrt (Rada, 
1991). The rules on which 23 expert system is based often seem inadequate when the expert system attempts 
to explain its decisions to users, bcciusc of the limited functionality in retrieving and K^iVin^ texi-bascd 
ir.forraadon. Integration of hypertext features can isrprove the ability of an expert system to explain its 
decisions. Textbook information can be offered to the user when the expert system is questioned.

While hypertext offers the functionality of 1 :~Vy k is nevertheless difficult to follow. Readers oftca 
get lost or diverted when facing a large bocy of inter-linked information available. In the case of learning, 
students or trainees may need intelligent tcvice environment •within which they are posed •with maps of 

inicrtr.ar.ion which can vary with syllabus requirements, learners' abiliry and learning phases.
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Integrated wilii the expert system's features, such as the procedural computing functionality, hypertext 
systems can kelp the user with much more dynamic dircctionaliry.

Figure 2 HYPERTEXT SYSTEM
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ihc c^ertcM system is thus the combination of e.xpert system and byperte.~3 system (ib;d.).

David Jcnldns and et al. of the Land and Building Department of Mid Glamorgan. County Council 
are developing property valuation expert system applications by using Crystal, an expert system sic!!, and its 
tvp-rtex: interface. Their developing experience ir. valuation expert systems, particularly the extension to 
hypertext interface, will b« useful to the prototyping of the sample scudy.

Tec sample study uses the cxpertext software tool KnowikedgePro (Franklin, I939a; Woodhead, 
1991; and Rada et a!., 1990) for prototyping, because the cxpertext system offers more intelligent 
functionality, as far as the providing of intelligent tutoring advice and other relevant issues ir, the CATL 
courseware design (such as pcd.igogical or cognitive strategics) are concerned- 

Teaching and learning are not uniiiry and there is plurality of activities taking place wichiz: them 
(jych as active, passive, creative, reactive, directed. eTcploratory). This provides room for a spectrum of 
approaches to the instructional design of the CATL, each of which v-iry ia effectiveness to different 
eoodicions. According to Hamraond (1991), knowledge domains differ both in their natural structure and in 
the requirements they pose for the learner, and Icimers differ not only in terms of ability, strategy and 
tc=pcri=ieat, but in their goals ted contexts.
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At the core of the efficient and effective course delivery is providing learning support environments. 
So, such iisucs arising from the cognitive theory as the modes of learning (such as implicit and explicit), kinds 
of knowledge (such as declarative and procedural), forms of processing of materials (selecting, org-nizica, 
integrating), =nd phases in leiming (accretion, restructuring, tuning) (see, eg. Banner 1988; Di Vesta and 
Riefaer 1587; Haminond and Allinsoa 19SS; and Russell, Moron and Jordan 1983)hive also b«=n considered 
in the prototyping of the sample study.

The study has used the academic link between the University of Glamorgan ar.d Suzhou Institute 
of Urban Construction and En.viranmen.tRl Protection (which has been established as a result of the research 
programme to date and is sponsored by [he British Council), the collaborating establishment of Kong Kong 
Polytechnic and other connections which have been made to test the final results of the research.

4 CONCLUSION

In addition to the need for a wide spectrum of properry-related professional expertise and personnel. 
China requires urgently the valuation skills and professionals is support of successful operation of ;he n:^ 
line" tenure system and the property market/ Such an urgency will cot materialise without an effective 
education and training system as baci up.

Increasing interest and actions have been talcen recently to establish a system of so=c scr: for the 
provision of property professionals. These included scrting-up new coursis and lear:ir.g frcm the exp±ri:=c: 
of Kong Kong and the West.

Although a narrow valuation profession is cot reccmmencabie to Chini. in cSfcrJvc deliver/' of 
cducaC:oc and training of valuation still deser/« essp'gpvs, is such profcssicmJ siilis :TC i- gr::: ar.c '^--gcr.:
need.

Bearing this "in mind, a computer-assisted teichi=:j1csr=i=g spproic: sbo'jjc c'escr.-c serious 
considericion and will provr to be the mast valuable for a successful deliver/. The riceirci his produced 
a prototype of intelligent tutoring system: for the education and tribing of vcluauc^ in Ci^na.

Finifly, whatever system China develops and whatever mcchanisnvs th: co'^xrry ctnplcys to respond 
to the grcwing need for property profcuiociis. it ii eiicn'ail that the naturs of li: ecuciiion ir.c tslni.-.; 
of valuers is appropriate to th: developing ncids of China, regardless of any accc! invcccigatcd.

An addendum is available of tthi e.xptricnc; gained in tiscr-.g th; "simpic study" 2^c the analysis 
thereof.
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MUTUAL RECOGNITION OF HIGHER EDUCATION DIPLOMAS 
THEORY INTO PRACTICE

Frances Plimmer MPhil, FRICS, FSVA, IRRV

ABSTRACT

On 1 January 1993, the European Single Market became a reality with media coverage focusing on the 
removal of customs barriers between Member States. However, a fundamental requirement for the success 
of the Single Market is the ability of Europeans to work anywhere b Europe and, to that end, to have their 
professional qualifications recognised in all Member States. This paper investigates the practice behind the 
theory, looking at cases where Member States have chosen not to comply with the DirecSve and at ways of 
bringing the practice closer to the theory of mutual recognition.

RESUME

Le ler janvier 1993, le Marchf Unique European, soutenu par une campagne mSdiatique sur la suppression 
des barriercs douanicres entre les ^raft Membres, est dcvcnu unc realite. Cependant, fl cxisie-une condition 
fondameatalc au succes du March£ Unique: la possibilite pour les Europeans de travailler partout en Europe 
et, J cetle Sn, de voir leurs qualifications profcssionneUes rcconnues par tous les Etats Membres. Get essai 
se propose d'examiner la pratique derriere la theorie ct itudic des cas oil dcs Etats Membres ont choisi dc 
ne pas se conformer a 1'esprit de la Directive. En outre, 0 considere divcrses facpns de rapprochcr la 
pratique et la theoric de reconnaissance mutuelle.

ZUSAMMENFASSUNG

Am 1. Januar 1993 wurde der Europaischc Binncnmarkt Rcalitat, wobei sich die Presse haupt-sachlich auf 
die Eatfernung der ZolUcontrollen zwischsn den Mitgliedstaaten konzsntrierte. Der Grundsatz jcdoch fur 
den Erfolg eines Binnenmarktes ist, <**•:<: Europacr die Moglichkcit haben uberall in Europa arbciten zu 
konnen and die Gewisshcit, fa«f auch ihre Beru£squaliCkationen in alien Mitgliedstaatea ancrkannt werden. 
Dieses Dokument untersucht wie das in der Wirklich-keit aussieht, besonders in Fallen wcnn Mitgliedstaaten 
sicb nicht an die Directive halten und versucht Wegc zu findea um die Theorie in die Praktik umzusetzen 
und einen Weg gemeinsamcr Anerkennung zu finden.
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Background

The intention to create a Single European Market was established by the Treaty of Rome in 1957, but very 
little effort was made to achieve a single home market until 1985. At that time, the Heads of the then 
Member governments committed themselves to the creation of a Single European Market, with a deadline 
of 31 December 1992.

Massive programmes of community legislation were introduced to ensure that by 1992 (or more correctly, 
1993) the Single European Market would be a reality.

However, it was recognised that all necessary legislation would not be possible in such a short rim* and, for 
that reason, the Commission sought to establish a sufficiently strong legislative base by 1993 so that the Single 
European Market would be irreversible.

The Single Market Act had defined the single market as:

an area without internal frontiers in which the free movement of goods, persons, services 
and capital is ensured ...

and on the first day of 1993, the British media concentrated on the signs of the Community which had 
become most obvious to the travelling citizen of Europe - the customs barriers - which were facing effectively 
removed as of that date.

But there is, of course, much more to becoming a single market than the removal of the customs officers at 
ports and other points of entry into a country and a vast amount of legislation still remains to be introduced, 
negotiated and agreed amongst Member States.

This paper focuses on the legislation which is designed to allow those who hold professional qualifications 
to work anywhere within the European Community, what the legislation requires of Member States and how 
Member States are interpreting it and how the legislation has been implemented, to date.

Although the legislation has direct relevance only to those Member States, the possibility tha't" the theory 
behind it can be applied world-wide is also demonstrated.

Mutual Recognition

The single market """< to create freedom of movement in three main areas:

a. across physical barriers by the removal of internal frontier controls;

b. across fiscal barriers by harmonisation and approximation of indirect taxation; and

c. across tfj-'nnii~*l barriers to allow the unobstructed movement of goods and people 
within thp Community.

It is this third freedom which allows business and industry to view the Community as its market place and 
the individual to identify the Community as a place to live, study, work, play, and retire.

One of the major pieces of legislation which the Commission identified as being essential if the impetus to 
create the single internal market is to be irreversible on 1 January 1993 was, therefore, the ability of 
professionals to have their professional qualifications recognised in every Member State in the Community.

The Community, therefore, adopted a General Directive which aims at achieving the freedom of movement 
of individuals with professional qualifications (strictly, professionals who are able to practice because they
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hold a "diploma" achieved after at least three years higher education which give access to a regulated 
profession)

The Directive is based on the principle of mutual recognition of the so-called "diplomas'. This means that 
each Member State accepts the standards of professional education which arc the norm in the other Member 
States, and this is based on two principles:

a. mutual trust, and

b. the assumption that specific levels of professional training in all Member States arc of a 
high standard.

Mutual recognition, therefore, avoids the imposition of an European standard for professional education for 
each profession across the Community, because each Member States' standard is assumed to be acceptable 
in every other Member State. It avoids the need for the lengthy negotiations which accompanied the previous 
process of harmonising the standards of professional education in each Member State and was recognised 
by the Commission as an effective strategy for achieving a common market.

It was also the only practical solution to the problem. Certain professions which had already achieved a 
common European standard of professional qualification demonstrated that such harmonisation could be 
time-consuming; (the Architect's Directive had taken seventeen years to negotiate) and the Commission could 
not afford to wait.

The principle of mutual recognition relics on the willingness of Member States to respect the principle of 
free movement across technical barriers. It removes the requirement for a "migrant" who is professionally 
qualified b one Member State to requalify in another Member State in order to perform tie same 
professional activity. This was essential, because it has been calculated that an accountant, for example, 
does not have a sufficiently long working life to acquire each Member State's own professional qualification.

The General Directive

The Directive requires that a host Member State must allow a "migrant" to pursue that profession on the 
same conditions which are applied to its own nationals, thus ensuring no discrimination amongst European 
citizens. It also means that for Member States where the state does not control professional activities, as 
for example in the United Kingdom where the profession of surveying is, for the purpose of .the Directive, 
controlled by The Royal Institution of Chartered Surveyors, it is the Institution which is required to accept 
the qualifications gained in other Member States of "migrants" as equivalent to those achieved by British- 
trained surveyors.

There is no opportunity within the Directive to test die "diploma" gained in other Member States. It is 
sufficient for the "diploma" to have been gained after (at least) three years higher education and to give 
access to a professional activity. It is not necessary for the education resulting in the "diploma" to have been 
within the professional expertise practised by the individual. Thus, for a surveyor in some Member States, 
a "diploma" in law or economics will give access to the surveying profession; because a general standard of 
education is required in that Member State, with specific professional education and training being acquired 
in professional practice. Such a diploma is, nevertheless, a "diploma" for the purposes of the Directive.

Adaptation Mechanism

However, it is necessary to test the "regulated profession" as practised in other Member States. The 
"regulated profession" is:

the regulated professional activities or range of activities which constitute this profession 
in a Member State
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If the "regulated profession" is substantially different in the Member State where the "migrant" qualified as 
compared with that in the host Member State, or if the •migrant's" professional qualifications are substantially 
different in scope or content from those required in the hose Member State, then the Directive allows for 
the topping up of a "migrant's" qualification by an adaptation mechanism. This "" take the form, either

a. of an adaptation period, not exceeding three years; or 

b. an aptitude test. 

An adaptation period is defined as:

the pursuit of a regulated profession in the host Member State under the responsibility of 
a qualified member of that profession, such period of supervised practice possibly being 
accompanied by further training. This period of supervised practice shall be the subject 
of an assessment.

The assessment must relate to tasks performed by the migrant under supervision, provided that these tasks 
fall within the normal range of activity for the profession concerned. In no case should the assessment take 
the form of a formal written or oral test.

An aptitude test is defined as:

a test limited to the professional knowledge of the applicant made by the ... host Member 
State with the aim of assessing the ability of the applicant to pursue a regulated profession 
in that Member State.

In order to carry out the aptitude test, lists of subjects must be drawn up which, on the basis of comparing 
the education and training required by the host Member Slate and that received in the home Member State, 
are not covered by the "migrant".

The aptitude test must take into account the fact that the "migrant" is a qualified professional in another 
Member State, and must cover subjects selected from the list, knowledge of which is essential in order to be 
able to exercise the profession in the host Member State.

Where a host Member State identifies the need for a 'migrant" to undergo an adaptation mechanism, for the 
purposes of the surveying profession, it is for the "migrant" to choose whether to undergo an adaptation 
period or an aptitude test.

It is important to remember that a "migrant" is a professionally- qualified individual, practising within a 
Member State, who has chosen to work in another Member State. The adaptation mechanism should not 
be used as a device to exclude that individual, nor to require re-qualification in professional skills already 
attained. It is a device, for the protection of both the 'migrant" and the public, to ensure that the range of 
skills offered by all professionals within that Member State are similar.

The intention of the Directive is, that having established the mutual recognition of professional education 
and training throughout the Community, that any "migrant" who is appropriately qualified can, on application 
(and if necessary following an adaptation mechanism), acquire the professional title and designation of similar 
professionals in the home Member State.

Thus, any appropriately-qualified "migrant" who wishes to practice as a surveyor in the UX. can apply to The 
Royal Institution of Chartered Surveyors under the terms of the Directive and be elected a Chartered 
Surveyor in the same way as any U JL-qualified applicant.
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Implementation

The General Directive came into effect on 1 January 1991, although because of the nature of th'* piece of 
European legislation, it is necessary for each Member State to introduce its own, national legislation, in order 
to achieve the terms of the Directive.

The UJC. enacted legislation giving effect to the Directive on 17 April 1991, after the Republic of Ireland, 
although other Member States were not so prompt.

To date (August 1993), the Netherlands, Belgium and Greece have ye: to introduce their own national 
legislation to implement the terms of the Directive (DTI 1993, p. 6).

However, in 1991, almost 1^00 individuals used the Directive to join U.K. professions (DTI, 1992, p. 4). The 
most popular professions were teaching and law which attracted 75% of all applications. The majority of 
U.K. professions (including surveying) received no applications. Why is this?

In May 1992, the British property press was citing cases where U.K. professional qualifications were not 
being recognised in other Member States as appropriate under the Directive, cases of delays in processing 
application forms and cases where additional criteria had been imposed by organisations. These have been 
the subject of local negotiation or court rulings in favour of the right of the individual surveyors to have their 
qualifications recognised as equivalent.

But there are genuine difficulties for the administering 'competent authorities' in very the terms of the 
Directive.

Relevant Professional Activity

It is naive to blame protectionism for these delays. The situation is far more complex.

One of the main reasons for the failure of the Directive to operate smoothly is that the principle of 
equivalent qualification is only practicable where the jobs performed are equivalent in each Member State 
and this is not always the case -certainly not in the surveying profession.

Surveying is a multi-disciplinary profession and even within the various kinds of surveying which are 
recognised in any country, there are several different but related skills and functions which an individual may 
perform. Where the profession does not comprise these skills and functions in other Member States, where 
the profession may-comprise a different combination of surveying skills, the ability of the adaptation 
mechanism to compensate for the shortfall may be limited. Indeed, in some cases it may be argued that the 
two "professions" arc not comparable at all

Take, for example, a surveyor who practices as a property manager and estate agent in a Member State and 
who holds a "diploma" as recognised by the Directive. If such an individual decides to work in the UJC, 
then, under the terms of the Directive, a comparison must be made between the professional practice of that 
individual and a U.K. counterpart. The U.K. counterpart is likely to be a Chartered Surveyor qualified 
within the General Practice division, whose skills include property management and estate agency. However, 
General Practice skills also include valuation, development and planning and these arc not included in 
professional practice in many other Member States.

Can the two professions be recognised as equivalent? If they cannot, then the Directive is useless in such 
cases. If they are recognised as equivalent, even though three out of five of the skills are lacking in the 
profession in other Member States, can equivalence exist where, say, only one out of the five skills is present, 
where, for example, the professional is an estate agent, but docs not have the other four skills? Is estate 
agency alone an equivalent profession to estate agency, development, management, planning and valuation 
combined?
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The Co"""'"'"" has recognised the problem of multi-disciplinary professions and is pursuing the idea of the 
creation of legal "entities" which would enable those in the liberal professions to practise across disciplines 
and across borders (DTI 1992, p. 4). The creation of legal 'entities' is highly complex and would raise 
several important issues including professional standards, codes of conduct, professional liability and the 
relationship between individual professionals and their regulatory bodies.

Whatever the results of the Commissions deliberations, the results are likely to iuvolve some soul-searching 
for at least some of the professions in some of the Member States.

Standards of Professional Practice

Already this is true of the terms of the Directive itself.

For example, the Directive has made no distinction between professional education and professional training 
in its use of the adaptation mechanism. It is possible, therefore, for a "migrant" whose original general 
practice professional qualification has not included, say, property valuation to choose to acquire such 
knowledge and skill either by way of supervised work experience -an adaptation period - or by studying for 
and passing an aptitude test.

Many professionals believe that professional education and professional training are two distinct and separate 
ways of becoming professional qualified, that certain areas of knowledge and skill should be acquired and 
tested by the formal educative process while others should be acquired and tested in supervised professional 
practice.

Tie Royal Institution of Chartered Surveyors had long held this view, requiring of its membership both 
academic qualifications (or success in its own examination diet) and appropriate professional practice 
monitored and assessed by its own Assessment of Professional Competence. As has been demonstrated in 
the UJC. professional press, some British surveyors have been concerned that the shift away from the formal 
process of acquiring knowledge and tVill* is detrimental to the quality of the profession, and that, as a result, 
the quality of professional advice will suffer, to the detriment of the client, the public and the profession 
itself.

This view overlooks the fundamental principle that it is professionals who are involved, that almost by 
definition professionals are responsible individuals who are aware of the need to protect their clients, the 
public and their own professional reputations. It must be recognised that such individuals, as a group, can 
be relied upon to act in a responsible and professional manner, not only towards their clients but also 
towards their fellows.

There may well be those whose professional standards fall short of the norm and it must be accepted that 
it is the responsibility of the regulating bodies to ensure that such individuals arc appropriately disciplined. 
However, that stricture must be applied to all those who fail to maintain acceptable standards once they are 

members of a profession and should not be used as an excuse to exclude potential members because their 
qualification is different. The Institution is very aware that different does not mean inferior!

Reciprocity Agreements

Despite the theory, the Directive has been on little relevance to surveyors within the Community to date.
There may be many reasons for fhic

The current economic conditions facing the Member States is very depressing for the construction industry 
and its servicing professionals. The opportunities to work in other Member States may not be particularly 
attractive at the moment and for this reason the rights available under the Directive have been of little 
relevance so far.

As described above, the General Directive will apply to all Member States, as they introduce their own
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legislation to give effect to the principle of mutual recognition. But the need to allow professionals to work 
in other countries is not limited to the European Community.

Some 7,400 or 11% of all RJ.C-S. members are employed outside the UJC. with only 700 of these working 
within the European Community. The majority of these surveyors are, therefore, not dependent on the 
General Directive for their professional status in other countries. In recognition of rhi<_ the RJ.C.S. has 
negotiated reciprocity agreements with Australia, Canada, Hong Kong and New Zealand in order to allow 
appropriately qualified members of various organisations the right not only to work in the respective 
countries but also to acquire the professional qualifications of those countries, and other professional bodies 
have negotiated their own reciprocity agreements.

In rt"< way, the principle of mutual recognition has been extended within the reciprocity agreements to 
countries beyond Europe and this illustrates that it may be possible to develop a truly world-wide market 
place in which surveyors can offer their services.
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INTERNATIONAL FEDERATION OF GEOMETERS (FIG) REPORT 

DEFINITION OF "SURVEYOR" FOR THE ISCO-88 AND ISIC (Rev. 3)

Frances Plimmer
School of the Built Environment

University of Glamorgan

BACKGROUND

It is evident that there exists a large degree of ignorance within government and other 
organisations as to the range of surveyors' skills and activities. Yet, land and buildings are a 
fundamental requirement to all physical human activities (housing, manufacturing, retailing, 
leisure etc.) and the need to ensure that such a basic resource is appropriately and successfully 
managed cannot be underestimated.

This is the work of 'surveyors' and yet if national governments and international organisations are 
not made aware of this fact, there is a danger that the skills of surveyors will be overlooked and 
the work of managing the world's land and buildings will go to others, less qualified, with the 
potential that such limited, valuable and irreplaceable resources will not be managed efficiently 
and effectively. It is, therefore, vital that comprehensive, up-to-date and reliable information is 
presented to such organisations so that the roles of surveyors within the international community 
and the advantages which result from using surveying skills are recognised, for the benefit of the 
global community.

BRIEF

The aims of this report are:

1. to produce a model definition of 'surveyor1 ;

2. to classify 'surveyor1 (as defined) for the purposes of the International Standard Classification 
of Occupations (ISCO-88), the classification of which is based on occupations; and

3. to classify 'surveyor (as defined) for the purposes of the International Standard Industrial 
Classification (ISIC Rev. 3), the classification of which is based on activities.

Subject to funding, it is the intention to broadening the research to adapt the definition of 
'surveyor1 for other major international classifications, so that the case for employing surveyors 
can be made to all international organisations which require property-based skills.

STRUCTURE

This report begins (at page 3) with an expanded definition of the 'surveyor*, based on the 
established International Federation of Geometers' (FIG) definition to reflect both the current role 
of surveyors in the 1990s and the international context in which the relevant classifications have 
been established.
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Each of the international classifications for ISCO-88 and ISIC (Rev. 3) are briefly explained 
(beginning at pages 5 and 11 respectively), and are followed by the proposed entries for each of 
the two international classifications (pages 7 and 14 respectively), based on the expanded 
definition of 'surveyor1 , with indications made (in bold type) of proposed amendments to the 
existing text of the current ISCO-88 and ISIC documents.

The report concludes (page 19) with a recommendations as to further progress.
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INTERNATIONAL FEDERATION OF GEOMETERS' (FIG) 

DEFINITION OF THE 'SURVEYOR'

At its General Assembly in Helsinki, Finland on 11 June 1990, FIG adopted a definition of the 
surveyors' activities (FIG, 1991 p. 9).

It is evident that the 1990 adopted definition focuses on the work of the 'land surveyor1 , and while 
this is an extremely important aspect of the work of the surveyor, this emphasis within the 
definition places an unreasonable bias on such work when considering the variety of work 
undertaken by surveyors world-wide.

There is, therefore, a need to identify explicitly the activities of other surveyors by expanding the 
relevant definitions which apply to such surveyors as building surveyors and general practice 
surveyors, in order to define their activities to a greater degree than at present and thereby to 
reflect the range of those activities more accurately and fully in the classifications of the 
international organisations.

The following is, therefore, suggested as a revised definition of 'surveyor1 and surveying activities, 
based on the original FIG definition, with deletions from the original text struck out and additions 
displayed in bold type:

A surveyor is a professional person with the academic qualifications and Technical 
expertise to practice the science of measurement; to assemble and assess land and 
geographic related information; to use that information for the purpose of planning and 
implementing the efficient administration of the land, the sea and structures thereon; to 
manage the construction process and the maintenance of landed assets; to manage the 
use, transfer, disposal, development and redevelopment of land and buildings; to advise 
interested parties on all financial aspects of landed property; and to instigate the 
advancement and development of such practices.

Practice of the surveyor's profession may involve one or more of the following activities 
which may occur either on, above or below the surface of the land or the sea and may be 
carried out in association with other professionals.

1. The determination of the size and shape of the earth and the measurement of all data 
needed to define the size position, shape and contour of any part of the earth's 
surface.

2. The positioning of objects in space and the positioning and monitoring of physical 
features, structures and engineering works on, above or below the surface of the 
earth.

3- The determination of the position of the boundaries of public or private land, including 
national and international boundaries, and the registration of those lands with the 
appropriate authorities.

4. The design, establishment and administration of land and geographic information 
systems and the collection, storage, analysis and management of data within those 
systems.

5- The study of the natural and social environment, the measurement and management 
of land and marine resources and the use of the data in the planning of development in
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urban, rural and regional areas.

6. The planning and implementation of the use, development and redevelopment of the 
environment, whether urban or rural and whether land or buildings.

7. The assessment of value for all purposes, including the taxation of and the investment 
in landed property and the management of property throughout its life, whether urban 
or rural and whether land or buildings including chattels, plant and machinery and 
livestock.

8. The planning, measurement and management of the development and construction 
worko process, including the estimation of costs, procurement of materials and labour 
and the control of budgets.

9. The planning and implementation of the repair, maintenance and refurbishment of 
existing buildings.

10. The production of plans, maps, files, charts, management systems, valuations and 
reports.

In the application of the foregoing activities surveyors take into account the relevant legal, 
economic, environmental, financial, managerial, end- social and technical aspects affecting 
each project.

It can be seen that the original categories 6 - 8 have been augmented, category 9 replaced with a 
description of the work of the building surveyor (generally) and an additional category 10, which 
replaces category 9. The original FIG definition has been not therefore been radically altered. 
There has merely been an expansion made to reflect aspects of surveyors' work which had not 
previously been mentioned or which had previously been understated.

This limited alteration is considered to be more acceptable at the present time than a replacement 
of the original with a radically restructured version.

In order to facilitate identification of 'surveyors', it is useful to point out that surveyors may add a 
descriptor to their 'surveyor1 title. It is, therefore, anticipated that the following list of titles (while 
not exhaustive) are indicators of the variety and range of surveyors' roles:

Building Surveyor 
Development Surveyor 
General Practice Surveyor 
Investment Surveyor 
Land Surveyor 
Management Surveyor 
Minerals Surveyor 
Planning Surveyor 
Rural Surveyor 
Quantity Surveyor 
Valuation Surveyor

Based on this revised definition, the International Standard Classification of Occupations (ISCO- 
88) and ISCO (Rev. 3) were investigated to consider the way surveyors are currently 
represented and the way in which the current representation should be changed.
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INTERNATIONAL STANDARD CLASSIFICATION OF OCCUPATIONS
(ISCO-88)

The International Standard Classification of Occupations (which was adopted by the International 
Conference of Labour Statisticians as ISCO-88) provides a system for classifying and 
aggregating occupational information obtained by means of statistical surveys and is one of the 
standards of international labour statistics.

AIMS

The ISCO-88 has three main aims (ILO 1990 p. 1):

1. to facilitate international communication about occupations by supplying national statisticians 
with a tool to make national occupational data available internationally;

2. to make it possible for international occupational data to be produced in a form which can be 
useful for research as well as for specific decision-making and action-oriented activities; and

3. to serve as a model for countries developing or revising their national occupational 
classifications.

CONCEPT

The international occupational data in ISCO-88 is based on the concept of the kind of work 
performed foryoti and the concept of skill.

• Job is defined (ibid, at p. 2) as "a set of tasks and duties executed, or meant to be executed, 
by one person ... and is the statistical unit classified by ISCO-88. A set of jobs whose main 
tasks and duties are characterised by a high degree of similarity constitutes an occupation. 
Persons are classified by occupation through their relationship to a past, present or future 
job."

• Skill is defined (ibid.) as "the ability to carry out the tasks and duties of a given job... [and] 
has for the purposes of ISCO-88 the two following dimensions:

(a) skill level- which is a function of the complexity and range of the tasks and duties 
involved; and

(b) skill specialisation defined by the field of knowledge required, the tools and machinery 
used, the materials worked on or with, as well as the kinds of goods and services produced."

SURVEYORS WITHIN ISCO-88

From the alphabetical index of occupational titles, it is possible to identify the title "surveyor", as 
follows:

2148 Surveyor, aerial 
2148 Surveyors, cadastral
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2148 Surveyor, geodesic
2148 Surveyor, hydrographic
2148 Surveyor, land
3115 Surveyor, marine
2148 Surveyor, mining
2148 Surveyor, photographic
2149 Surveyor, quantity
2148 Surveyor, topographic

However, the full range of surveyors' activities are not currently described in the existing text, nor 
are surveyors identified as have the appropriate skills to deal with other relevant activities listed.

PROPOSAL

It is proposed that:

1. 'surveyor1 appears as a single, distinct and comprehensively-defined unit group within the 
minor group comprising 'architects, engineers and related professionals' within the sub-major 
group 21 'Physical, Mathematical and Engineering Science Professionals'. This is because 
the basis of all surveying activities is the physical aspect of land, and because the activity is 
undertaken at a professional level. It is also proposed that the title of the minor group be 
amended to include surveyors;

2. all "surveyor" activities listed elsewhere within major group 2 Professionals be transferred to 
the new 'Surveyor1 minor group, and be supplemented with additional tasks to reflect the full 
range of surveying activities; and

3. major group 3 technical and associate professionals to reconsidered to reflect the activities of 
the surveying technician.

This final proposal is not part of this report and is a matter for further consideration at a later date.

The alternative to the above, which may be less controversial in application, is to expand further 
the '2148 Cartographers and surveyors' minor group by inserting all surveying activities into this 
existing grouping and add those activities which are currently not identified. This alternative is 
rejected because it presents surveying as a discipline which is related to cartography and not a 
discipline in its own right. It may, however, prove to be an acceptable compromise should one 
prove necessary.

A second alternative is to expand all existing unit groups within minor group 214 e.g. 2141 
Architects, town and traffic planners; 2142 Civil engineers; 2147 Mining engineers, metallurgists 
and related professionals; 2148 Cartographers and surveyors (presumably to include mainly the 
land surveying elements); and 2149 Architects, engineers and related professionals not 
elsewhere classified. However, such a solution would present surveying as a fragmented and 
disparate range of activities with no cohesion, focus or single identity and is rejected for that 
reason. It is also rejected because, under this second alternative, a number of surveying 
functions e.g. valuation, currently appear within major group 3 - technicians and associate 
professionals - and it is important that all major surveying activities are presented as those of 
professionals and, therefore, within major group 2.
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The recommendation of this report is for the inclusion in the ISCO-88 of a minor group within the 
sub-major group 21 Physical, Mathematical and Engineering Science Professionals, together with 
deletions from the original text struck out and additions displayed in bold type.

PROPOSED TEXT

SUB-MAJOR GROUP 21
PHYSICAL, MATHEMATICAL AND ENGINEERING SCIENCE PROFESSIONALS

Physical, mathematical and engineering science professionals conduct research, improve or 
develop concepts, theories and operational methods, or apply scientific knowledge relating 
to fields such as physics, astronomy, meteorology, chemistry, geophysics, geology, land 
and buildings, mathematics, statistics, surveying, computing, architecture, engineering and 
technology.

Tasks performed by workers in this sub-major group usually include: . . . advising on, 
designing and directing and managing the construction of buildings, towns and traffic 
systems, or civil engineering and industrial structures, . . . surveying land and sea and 
making maps; evaluation, planning, developing, management, maintenance and 
redeveloping land and buildings in both urban and rural environments, studying and 
advising on ... efficiency of production, management systems and work organisation; 
preparing scientific papers and reports. Supervision of other workers may be included.

Occupations in this sub-major group are classified into the following minor groups:

214 Architects, engineers, surveyors and related professionals

Minor Group 214
ARCHITECTS, ENGINEERS, SURVEYORS AND RELATED PROFESSIONALS

Architects, engineers, surveyors and related professionals conduct research and improve or 
develop concepts, theories and operational methods, or apply existing knowledge in such 
fields as architecture, &F& engineering and surveying as well as in the field of technology 
and economic efficiency of production processes.

Tasks performed usually include: conducting research and advising on, designing and 
directing the construction of buildings, towns, traffic and landscape systems, and advising 
on and directing their development, redevelopment, management, maintenance and repair; 
valuing land and buildings, providing financial, including taxation, advise; management of 
the construction process . . . developing and applying commercial-scale method to extract 
water, oil, gas'and other minerals from the earth, . . . surveying land, sea and other areas 
and producing graphic, digital and pictorial representations; . . . preparing scientific papers 
and reports. Supervision of other workers may be included.

2141 Architects, town and traffic planners

2147 Mining Engineers, metallurgists and related professionals
2148 CartogrophcrG and Surveyors
2149 Architects, engineers and related professionals not elsewhere classified



CONFIDENTIAL TO RECIPIENT

2148 CARTOGRAPHERS AND SURVEYORS

Cartographers and Surveyors apply surveying methods and techniques to determine the 
exact position of natural and constructed features and boundaries of land, seas, 
underground areas and celestial bodies, and prepare or revise digital, graphic and pictorial 
representations. Surveyors implement the planning proposals relating to the design of the 
urban fabric; manage the construction process; value land and buildings for all purposes; 
manage, the built environment, including its repair and maintenance and investments in 
land and buildings; and deal with the development and redevelopment of land and 
buildings.

Tasks include -

fa) surveying, measuring and describing land surfaces for various purposes, including 
mnpmQking, construction work or establishment and registration of property 
boundaries and title to land;

(b) surveying mines, delineating underground surfaces, noting exact position of various 
features and making charts and maps with a view to controlling direction and extent of 
mining, land and resource management, including landfill sites;

fc) surveying sea, river and lake beds, delineating underwater surfaces, noting exact 
position of various features and making charts and maps to be used in particular in 
determining navigable waters and channels and in planning construction of marine 
structures;

Id) the management of land, including agricultural, mineral, landfill sites and marine 
resources and the use of data in the planning of development in urban, rural and 
regional areas;

(e) planning and conducting aerial photographic ourvcyc;

(f) positioning of objects in space and the positioning and monitoring of physical features, 
structures and engineering works on, above or below the surface of the earth and the 
analysis of aerial and other photographs, remote sensing and surveying data to 
prepare and revise topographic maps and charts, utility maps and other thematic 
maps;

(g) the planning and implementation of the use, development and redevelopment of the 
physical environment;

(h) the assessment of value for all purposes, including the taxation of and the investment 
in landed property and the management of landed property throughout its life, whether 
urban or rural, including fine arts, plant and machinery and livestock;

(i) the planning, measurement and management of the development and construction 
process, including the estimation of costs and the control of budgets;

(j) the planning and implementation of the repair, maintenance and refurbishment of 
existing buildings;

(k) maintaining technical liaison and consultancy with other relevant specialists; 

(I) prepare scientific papers and reports; 

(ml performing related tasks;
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In) supervising other workers.

Examples of the occupations classified here:

• Surveyor, appraisal
• Surveyor, aerial
• Surveyor, building
• Surveyor, cadastral
• Surveyor, development
• Surveyor, general practice
• Surveyor, hydrographic
• Surveyor, investment
t Surveyor, land
• Surveyor management
• Surveyor, minerals
• Surveyor, mining
• Surveyor, planning
• Surveyor, rural
• Surveyor, quantity surveyor
• Surveyor, valuation

Some related occupations classified elsewhere:

• — Surveyor, marine — 3115
• — Surveyor, quantity — 2149

2149 ARCHITECTS, ENGINEERS AND RELATED PROFESSIONALS NOT ELSEWHERE 
CLASSIFIED

This unit group covers architects, engineers and related professionals not classified 
elsewhere in Minor group 214, Architects, engineers and related professionals.

For instance, here should be classified those who are engaged in conducting research, 
advising on or developing procedures concerning efficiency of production and work 
organisation, as well as those who perform quantity ourvcying ond thoac who study and 
advise on technological aspects of particular materials, products and manufacturing 
processes.

In such cases tasks would include-

(g) preparing and monitoring coot estimates and bills of quantities for orchitcctural and 
construction projects; planning and conducting aerial photographic surveys, the 
production of maps for all purposes and the studying and advising on technical, 
aesthetic and economic aspects of map production;

Examples of the occupations classified here:

Surveyor, quantity 
Cartographer
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CONCLUSIONS TO ISCO-88

As indicated earlier, the above proposal identifies "surveyor" as a single, composite profession 
with the main tasks described and the main titles (possibly with the exception of agents, (both 
land, estate and commercial) listed. This is essential if "surveying" is to be perceived as a single 
professional occupation.

It should not be difficult to establish such occupations as valuers, which are currently identified 
within Major Group 3 as Technicians and Associate Professionals, as wholly professional and, 
therefore, correctly identified within Major Group 2 - Professionals.

If this is an acceptable proposal, then diplomacy will be essential to avoid strenuous objections 
from other related professions, particularly the Cartographers, which are now relegated to"... 
related professionals not elsewhere classified".

Similarly, consideration will be required to reflect a composite grouping for "surveyors" at the 
technical level.

10
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INTERNATIONAL STANDARD INDUSTRIAL CLASSIFICATION 
OF ALL ECONOMIC ACTIVITIES (ISIC Rev. 3)

The International Standard Industrial Classification of All Economic Activities (ISIC) is a basic tool 
for fostering international comparability of data and for promoting the development of sound 
national statistical systems. ISIC is used in a wide range of statistics, including demographic and 
social statistics for labour and employment analysis, which need detailed data classified by the 
kind of activity involved. Thus, despite the use of "Industrial" in its title, ISIC is not merely a 
classification of industries, nor is it useful only with reference to industrial statistics.

The third revision of the International Standard Industrial Classification of All Economic Activities 
(ISIC, Rev. 3), which was carried out as part of a broad programme on harmonisation of 
international economic classifications involving both activity and product classifications, was 
approved by the Statistical Commission and the Economic and Social Council in 1989 and 
adopted by member states.

The classification of such activities is relatively simple, with 17 broad classifications, called 
sections, listed. These sections are divided into one or more divisions, of which there are 60 in 
total. Each division is sub-divided into nine groups maximum. There are currently 159 groups in 
total, and these groups are further sub-divided into 292 classes. The 17 sections listed in the 
ISIC (Rev. 3) are described in Table 1:

Table 1: ISIC's Broad Structure

Tabulation 
Categories

Description

A 
B 
C 
D 
E 
F 
G

H 
I
J 
K 
L 
M 
N 
0 
P 
Q

Agriculture, Hunting and Forestry
Fishing
Mining and Quarrying
Manufacturing
Electricity, Gas and Water Supply
Construction
Wholesale and Retail Trade; Repair of Motor Vehicles, Motorcycles and
Personal and Household Goods
Hotels and Restaurants
Transport, Storage and Communications
Financial Intermediation
Real Estate, Renting and Business Activities
Public Administration and Defence; Compulsory Social Security
Education
Health and Social Work
Other Community, Social and Personal Service Activities
Private Households with Employed Persons
Extra-Territorial Organisations and Bodies

Source: ISIC, 1990 (pp. 48-51)

11
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It can be argued that, since all these activities depend on the provision of land and buildings, the 
activities of surveyors should be included within each category.

However, it is more likely that the case for including surveyors within this classification will be best 
served by identifying the main categories within which surveyors' activities occur and by including 
surveying activities as specifically linked to the described categories. It is therefore proposed that 
attention be focused on the main property-related categories, as described in Table 2:

Table 2: Main property-related categories in ISIC 

Tabulation Categories Description

A 
C 
F 
K

Agriculture, Hunting and Forestry
Mining and Quarrying
Construction
Real Estate, Renting and Business Activities

The detailed structure of these sections, including the divisions, group and classes which are or 
which could be relevant to the activities of surveyors are currently described in Table 3.

It is interesting to note that, despite the specific exclusion of "surveying" from division 11 
(Extraction of Crude Petroleum and Natural Gas; Service Activities incidental to oil and gas 
extraction excluding surveying), there does not appear to be a reference to surveying elsewhere 
in the broad structure. However, within the explanatory notes, (p. 74) it is stated that:

Oil and gas exploration and geophysical, geological and seismic surveying are classified in 

class 7421 (Architectural and engineering activities and related technical consultancy).

These explanatory notes (pp. 71 -137) give more guidance as to what is and what is not included 
within each class. They are important, as much for the activities which are not mentioned as for 
those which are mentioned (as being included within the class or classified elsewhere), and it is 
within these explanatory notes that the activities of surveyors are best identified - both by their 
inclusion and their omission.

It should be noted that within category A - Agriculture, Hunting And Forestry and within category 
C- Mining and Quarrying, there is no mention of the "surveying" activities normally associated 
with such activities. In the case of category A - Agriculture, Hunting And Forestry, other service 
activities are included, and it may be appropriate to include the work of land surveyors, rural 
surveyors and land agents within such a category.

Similarly, in the case of C (Mining and Quarrying ) and F (Construction), no such service activities 
are included within the category. Indeed, specific mention is made in C (Mining and Quarrying) 
of class 7421 (Architectural and engineering activities and related technical consultancy) and, 
also in F (Construction), Project management for construction is specifically classified in class 
7421 (Architectural and engineering activities and related technical consultancy). It may be 
appropriate to include all surveying activities in this class, except for those which fit neatly into 
other classes.

12
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Table 3: Detailed Structure of Main Property-Related Categories in ISIC

A

C

F

J

K

Divisio 
n

01

11

14

45

65

70

74

Group

014

142

451
452

453
454

659

701
702

741

742

Class

0140

1429

4510
4520

4530
4540

6599

7010
7020

7414

7421

7499

Description

AGRICULTURE, HUNTING AND FORESTRY
Agriculture, Hunting and Related Service Activities
Agricultural and animal husbandry service activities, except 
veterinary activities

MINING AND QUARRYING
Extraction of Crude Petroleum and Natural Gas; Service 
Activities incidental to oil and gas extraction excluding 
surveying
Other Mining and Quarrying
Mining and quarrying n.e.c.
Other mining and quarrying n.e.c.
CONSTRUCTION
Construction
Site Preparation
Building of complete constructions or part thereof; civil 
engineering
Building installation
Building completion
FINANCIAL INTERMEDIATION
Financial Intermediation, Except Insurance And Pension 
Funding
Other financial intermediation
Other financial intermediation n.e.c.
REAL ESTATE, RENTING AND BUSINESS ACTIVITIES
Real Estate Activities
Real estate activities with own or leaded property
Real estate activities on a fee or contract basis
Other Business Activities
Legal, accounting, book-keeping and auditing activities; tax 
consultancy; market research and public opinion polling; 
business and management consultancy
Business and management consultancy activities
Architectural, engineering and other technical activities
Architectural and engineering activities and related technical 
consultancy
Other business activities n.e.c.

Source: ISIC, 1990 (pp. 53-70)

13
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Category J (Financial Intermediation) includes the activities of surveyors' in the investment in 
"property", presumably landed assets and category K (Real estate, renting and business 
activities) includes the agency role of the general practice surveyor, although the implied 
management and development roles should be strengthened. Also included within this category 
are business and management consultancy activities which is a possible location for many of the 
consultancy activities of surveyors. However, it seems that success will be more likely if 
surveying activities are presented within 7421 (Architectural and engineering activities and related 
technical consultancy), with consideration being given to a change of title.

PROPOSAL

It seems impossible to present the activities of the "surveyor" as a homogeneous professional 
activity within the structure of the ISIC. It is therefore recommended that the activities of 
surveyors are:

• strengthened by additional definitions where they exist at present within the classification; 
and

• introduced explicitly into the appropriate existing classes where related activities are already 
included.

This recommendation is unlikely to cause any problems regarding professional overlap, because 
it is the activities which surveyors undertake which are being identified, expanded and included 
rather than the claim of surveyors to these activities. This might be a nice distinction but it is 
nevertheless vitally important within the structure of ISIC.

It is not recommended that additional classes be introduced for activities not covered by the 
existing structure. This is because it is likely to be easier to vary existing definitions rather than 
alter the structure in a more fundamental way.

The recommendation of this report is, therefore, that the following classifications are amended to 
reflect the work of surveyors. As before, certain words are shown as struck out if any of the 
existing text is to be deleted and all amended text is shown in bold type.

PROPOSED TEXT

014 0140 Agricultural and animal husbandry service activities, except veterinary 
activities

This class includes specialised activities, on a fee or contract basis, mostly performed on 
the farm.

Exclusions: . . . Activities of agronomists and agricultural economists are classified in class 
7414 (Business and management consultancy activities). Landscape architecture and the 
management and valuation of agricultural land and buildings and livestock, are ts classified 
in class 7421 (Architectural and engineering activities and related technical consultancy).

14



CONFIDENTIAL TO RECIPIENT

MINING AND QUARRYING

Mining activities are classified into divisions, groups and classes on the basis of the 
principal mineral produced.

Exclusions: Mineral prospecting, mineral surveying, management and valuation of mines 
and related property and resource management, including the management of landfill sites
are is classified in class 7421 (Architectural and engineering activities and related technical 
consultancy).

112 1120 Service activities incidental to oil and gas extraction excluding surveying

Oil and gas field exploration and geophysical geological and seismic surveying are 
classified in class 7421 (Architectural and engineering activities and related technical 
consultancy).

F CONSTRUCTION

DIVISION 45 CONSTRUCTION

451 4510 Site preparation

This class includes the demolition or wrecking of buildings and other structures, clearing of 
buildings sites and sale of materials from demolished structures. Blasting, test drilling, land 
fill, levelling, earth-moving, excavating, land drainage and other land preparation. 
Also included are tunnelling, overburden removal and other development and preparation 
of mineral properties and sites, except oil and gas sites.

Exclusions: Preparation of oil and gas fields is classified in class 1110 (Extraction of crude 
petroleum and natural gas), when performed on own account, and in class 1120 (Service 
activities incidental to oil and gas extraction excluding surveying), when performed on a 
fee or contract basis, respectively.

452 4520 Building of complete constructions or parts thereof, civil engineering

This class includes general construction and some special trade construction for buildings 
and general and special trade construction for civil engineering, regardless of the kind of 
materials used. It includes new work, additions and alterations, the erection of 
prefabricated buildings or structures on the site and also construction of temporary nature. 
Also included is repair of civil engineering projects, but most repairs of buildings that are 
not complete alterations or additions are classified in classes 4530 (Building installation) 
and 4540 (Building completion). General construction mostly involved in the construction 
of entire dwellings, office buildings, stores and other public and utility buildings, stores and 
other public and utility buildings, farm buildings, etc., or the construction of heavy 
constructions such as highways, street, bridges, tunnels, railways, airfields, harbours and 
other water projects, irrigation systems, sewerage systems, industrial facilities, pipelines 
and electric lines, sports facilities, etc. This work can be carried-out on own account or on 
a fee or contract basis. Portions of the work and sometimes even the whole practical 

work can be sub-contracted out to trade contractors.
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Special trade construction includes the construction of parts of the above mentioned 
works or preparation therefore. It is usually specialized in one aspect common to different 
structures, requiring specialized skills or equipment. Activities such as pile-driving, 
foundation work, water well drilling, carcass work, concrete work, brick laying, stone 
setting, scaffolding, roof covering, etc., are covered. The erection of steel structures is 
included provided that the parts are not produced by the same unit. Special trade 
construction will mostly be carried out under sub-contract, but especially in repair 
construction, it is done directly for the owner of the property.

Exclusions: . . . the construction of buildings, roads, etc., on the mining site remains in this 
class. The erection of complete prefabricated buildings or structures from self- 
manufactured parts is classified in the relevant category in manufacturing, depending on 
the material chiefly used, except if the chief material used is concrete, in which case it 
remains classified here. . . . Special trade construction involving building installation and 
completion (finishing) are classified in class 4530 and 4540, respectively. Architectural 
and engineering activities are classified in class 7421 (Architectural and engineering 
activities and related technical consultancy).
Project management for construction, is building engineering, management of the 
construction process including measurement, the procurement of materials and 
construction cost estimation and control. The planning and management of the 
maintenance, repair and refurbishment of buildings. Appraisal and valuation of land and 
buildings for all purposes, including the valuation of agricultural and land and buildings and 
livestock, chattels and plant and machinery are also classified in class 7421.

J FINANCIAL INTERMEDIATION

DIVISION 65 FINANCIAL INTERMEDIATION, EXCEPT INSURANCE AND PENSION 
FUNDING

6599 Other financial intermediation n. e. c.

This class includes other financial intermediation primarily concerned with distributing 
funds other than by making loans. This includes investment in securities (e.g. shares, 
bonds, bills, unit trust units, etc. including dealing for own account by securities dealers, 
investment in property where this is carried out primarily for other financial intermediaries 
(e.g. property unit trusts) . . .

Exclusions: . . . Leasing and renting of real property are classified in division 70 (Real 
estate activities). Appraisal and valuation of land and buildings for all purposes, including 
the valuation of agricultural and land and buildings and livestock, chattels and plant and 
machinery are classified in class 7421 (Architectural and engineering activities and related 
technical consultancy).

K REAL ESTATE, RENTING AND BUSINESS ACTIVITIES

DIVISION 70 REAL ESTATE ACTIVITIES

701 7010 Real estate activities with own or leased property

This class includes buying, selling, renting, developing and redeveloping, valuation, 
managing and operation of self-owned or leased real estate such as apartment buildings 
and dwellings, non-residential buildings; developing and subdividing real estate into lots, 
etc. Also included are development and sale of land and cemetery lots, operating of 
apartment hotels and residential mobile home sites.

inclusions: Development on own account involving construction is classified in class 4520 
(Building of complete constructions or parts thereof; civil engineering).
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The operation of hotels, rooming houses, camps, trailer camps and other short-term 
lodging places is classified in class 5510 (Hotels, camping sites and other provision of 
short-stay accommodation).

702 7020 Real estate activities on a fee or contract basis

This class includes buying, selling, renting, developing and redeveloping, managing, 
valuation, and appraising real estate for all purposes on a fee or contract basis.

DIVISION 74 OTHER BUSINESS ACTIVITIES

741 Legal, accounting, book-keeping and auditing activities; tax consultancy; market 
research and public opinion polling; business and management consultancy

7414 Business and management consultancy activities

. . . Activities in connection with planning, organization, efficiency and control, 
management information, etc., combined management consultancy and actual 
management including management systems, e.g. by agronomists and agricultural 
economists to farms, and by surveyors to users of land and buildings etc. Arbitration and 
conciliation between management and labour. Also included are activities of management 
holding companies.

Exclusions: . . . Legal advice and representation are classified in class 7411 (Legal 
Activities). . . .
Technical advisory activities are classified in class 7421 (Architectural and engineering 
activities and related technical consultancy).

742 Architectural, engineering and other technical activities

7421 Architectural and engineering activities and related technical consultancy

This class includes consulting architectural and engineering activities, surveying, geological 
exploration and prospecting activities and engineering. Architectural activities concern 
building design et&4 drafting, implementation and often supervision of construction, town 
and city planning, urban and rural use and development and landscape architecture. 
Engineering and technical activities concern specialized activities relating to civil 
engineering, hydraulic engineering, traffic engineering including project management for 
constructions, electrical and electronic engineering mining engineering, chemical 
engineering, mechanical, industrial and systems engineering, air-conditioning, refrigerating, 
sanitary and pollution control engineering, acoustical engineering, etc.
Building engineering, management of the construction process including measurement, the 
procurement of materials and construction cost estimation and control; the planning and 
management of the maintenance, repair and refurbishment of buildings; appraisal and 
valuation of land and buildings for all purposes, including the valuation of agricultural land 
and buildings and livestock, chattels and plant and machinery; management of agricultural 
land and buildings.
Determination of the size and shape of the earth and the measurement of all data needed 
to define the size, position, shape and contour of any part of the earth's surface, including 
the positioning of objects in, on or below the surface of the earth and in space; 
determination of boundaries of public or private land and the registration of those 
boundaries with the appropriate authorities and other related land surveying activities. 
Mineral surveying, management and valuation of mines and related property and resource 
management, including the management of landfill sites.
Geological and prospecting activities utilize surface measurements and observations to 
yield information on subsurface structure and the location of petroleum, natural gas and 
mineral deposits and of ground water. This may involve airborne geophysical surveys, 
hydrological surveys, etc. Also included are map making, the measurement and
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administration of land and geographical information systems and the collection, storage, 
analysis and management of such data, the measurement and management of land and 
marine resources, the use of data in the planning and development of urban, rural and 
regional areas, and other related lond'curvoying activities.

7499 Other business activities n.e.c.

This class includes a great variety of service activities generally delivered to commercial 
clients. It involves:

- auctioneering activities.

CONCLUSION TO ISIC

The above shows the original ISIC text, with additions (in bold print) to indicate the suggested 
alterations to reflect the range of activities undertaken by surveyors. The amendments are based 
on the amended FIG definition, although not all of the activities are specifically mentioned.

There is something of a compromise in the above definitions. The fact that surveying activities 
are not presented as a single entity is far from ideal. On the other hand, the structure of ISIC 
does not lend itself to such a presentation.

It may not be considered appropriate that the bulk of the surveying activities are grouped under a 
"technical" heading. However, ISIC makes no distinction between non-skilled, technical and 
professional activities, except in so far as some activities are rarely undertaken by those with 
technical and/or professional qualifications e.g. washing cars (5020).

It may be considered appropriate to recommend that the title of class 7421 (Architectural and 
engineering activities and related technical consultancy) is amended to reflect the (proposed) 
increase in the activities of surveyors to, perhaps, Architectural and engineering and 
surveying activities and related technical consultancy, with corresponding alterations to the 
main section category, division and group. However, this may be politically difficult and the main 
objective should be to have surveying activities fully and appropriately identified.

18



CONFIDENTIAL TO RECIPIENT

CONCLUSION TO REPORT

This report sets out:

1. a revised definition of "surveyor", based on FIG's original 1990 definition;

2. an amended text to be offered for inclusion in ISCO-88; and

3. an amended text to be offered for inclusion in ISIC Rev. 3.

There are other classifications which may need to be reconsidered in the light of the above, in 
order for those activities which surveyors perform to be recognised and for surveyors to be 
perceived by both national and international authorities as appropriate to undertake those 
activities.

Subject to funding, it is the intention to broadening the research to adapt the definition of 
'surveyor1 for other major international classifications, so that the case for employing surveyors 
can be made to all international organisations which require property-based skills.
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Abstract

This paper describes the taxation and rating of land in Cyprus (or Kypros) and makes 
recommendations to remedy some of the problems identified. The paper is based on a two- 
year study which analysed the Cypriot general valuation, taxation and ratings laws as 
well as analysing the valuationproblems in order to make recommendations to the Central 
Government in Cyprus and the local authorities so that they could improve the quality, 
efficiency and equity of their taxation and rating systems.

Introduction

The Republic of Cyprus is the third largest island in the Mediterranean with an area of 
3,572 square miles (9,251 square kilometres) and with a population of approximately 
700,000 refermap (see Appendix A). Its open-based economy is relatively poorinnatural 
resources andisthus highly dependentontheimportandexportof goods and services. The
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CypriotEmployers and Industrialists Federation (1996) explain that since its independence 
in 1960, Cyprus's development has been internationally acknowledged as a success story 
inboth the economic and social fields. Despite the acute political problems which emerged 
in 1974 when Turkey invaded the island, occupying about 38 per cent of its territory, the 
economy quickly recovered as a result of the concerted efforts of both the public and the 
private sector.

Kotsonis (1990) commented that evidence uncovered in the fifth century BC 
excavated at Dali village reveals that the King of Idalion and the town itself rewarded a 
physician who had cured those wounded during a siege with the grant of royal lands, to 
the value of one silver talent in full ownership. Kotsonis (1990) explained that this 
indicates that there were then not only royal lands but also private ownership, describing 
the properties donated as neighbouring the lands of certain named individuals. The 
inscription indicates also the existence of land taxation and rights of inheritance even in 
those days.

Kotsonis (1990) explained that after the establishment of the Republic in 1960, 
agriculture continued to be the backbone of the economy of the island. However, with the 
post-independence days came the boom of an expanding tourist industry, coupled with 
unprecedented residential, commercial and industrial expansion. All this exerted a 
tremendous pressure on the limited available land resources and the competition of uses 
became more acute.

Taxation of landed property has always been a significant financial resource for the 
socio-economic development of the island because such resources have been extensively 
used forlocal authority services, education, sewerage, construction of roads and generally 
forthe improvement of areas. Accordingto the Immovable Property (Tenure, Registration 
and Valuation) Law, Capital 224, 1946, Cyprus's Lands and Surveys Department is 
entrusted to produce valuations of all taxable landed property fortaxation purposes. This 
is called a General Valuation and occurs whenever required by the Council of Ministers, 
sofarthishasoccurredonlyin 1909 and 1980. The bases of tax assessments used in Cyprus 
today have been the "market" value and the "assessed" value. "Market" value was used 
to produce the capital value as at the first of January 1980 of immovable property based 
on sales evidence of open market transactions and this is the last general valuation. 
"Assessed" value is the 1909 value based on the experience of Lands and Surveys 
Department's employees who at the time had no sale record on which to base open market 
valuations. It can be argued that "assessed" value was only an approximation of the 1909 
open market value because it was performed by non qualified valuers based on their 
profession experience alone and that the evidence of open market sales at that time were 
very limited. Both values are used as a base for various taxes on landed properties.

Properties belonging to the State, the municipalities and the communities (i.e. 
villages) are exempt. Additionally churches, places of worship, non-profit-making 
organisations and properties owned by foreign states for diplomatic purposes are also 
exempt It should also be noted that in Cyprus, central government taxes and local 
authorities rates are mainly payable by those owners whose property is located within 
municipal, town and improvement board areas. Thus, properties in rural areas are not 
affected directly by taxation laws. Estate Duty and Capital Gain taxes affect rural areas
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as well as Immovable Property Tax of the 1980, provided that the owner is not a fanner 
and total value of an owner's property exceeds £100,000. There are three main reasons for 
this:

to motivate people to develop agriculture and farming without the burden of taxes 
on the landed properties;

to discourage people from leaving rural areas and moving to towns, by reducing the 
cost of living in the rural areas;

the reduction of administrative costs. Generally, land values in rural areas are much 
lower than values in municipalities and towns, so an economic tax system in rural 
areas would have relatively high rates of tax, unless some form of complex 
equalisation of funds was introduced by the State.

General valuation laws

According to the Immovable Property (Tenure, Registration and Valuation) Law, Capital 
224, Section 69, the Lands and Surveys Department in Cyprus is required to produce a 
valuation of landed property for taxation purposes, called a General Valuation, whenever 
and wherever required by the Council of Ministers for the purposes of securing the up-to- 
date and uniform valuation of'immovable property in any municipal, village or quarter. 

According to Section 67, any immovable property can be revalued at the instance 
of the Director or on the appli cation of the registered owner at any time after five years from 
the date of thelast valuation, provided that a property has beenmaterially changed, causing 
a substantial increase or decrease in value or if a general valuation has been ordered.

General valuation criteria

According to legal advice given by the General Attorney of the Republic of Cyprus (35/ 
69, dated 20 September 1969), the following legal principles must be applied in a general 
valuation:

equal treatment of the taxpayers by the State and the fixing of the tax-paying ability 
on the basis of objective criteria;

for general purposes, a revaluation must cover the whole State;

for specific purposes, the valuation must cover the whole area which is specifically 
affected; and

a valuation for specific purposes cannot be used for general purposes.
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Under the first principle, the General Attorney requires not only equal treatment of 
taxpayers but also requires that the tax levied be an amount reasonably payable. Under the 
third principle, when the Council of Ministers in Cyprus decides to levy a new tax in order 
to develop a project in a specific area and for specific purpose e.g. construction and 
maintenance of a sewerage system in Lefkosia, the municipality requires a revaluation, 
known as a "general valuation for specific purposes". The last principle means that if a 
revaluation is made for a specific area for a specific purpose e.g. the sewerage system in 
Lefkosia, it'can not be used to levy the To wnRate which is a general purpose. If it is applied 
in this way, then it will be in conflict with the first criteria of equal treatment of the 
taxpayers because each valuation is carried out using different criteria e.g. date of 
valuation. Furthermore according to the Immovable Property Law, Cap.224, 2 of 8/53: 
"'value' in connection with immovable property, means the amount which the immovable 
property, if sold in the open market by a willing seller to a willing purchaser, might be 
expected to realize".

General valuation - historical review

The first General Valuation began in 1909 under the Law 12/907 by which a cadastral 
survey, registration and valuation to cover the whole island was authorised. The General 
Valuation was completed some 20 years after it started and the values adopted (1909), 
known as assessed values were based on the experience ofLands and Surveys Department's 
employees after visiting the areas e.g. villages, and not always after an inspection of 
individual properties. The valuers were unable to use sale records because none existed. 
Nowadays, this assessment is a desk-based exercise and it can be argued that these assessed 
values are suspect because of the extremely low values of properties in 1909 compare with 
today's values and the fact that it is not worth applying appropriate valuation methods for 
such little return. That General Valuation was used for property taxation as soon as it was 
completed and at present the 1909 assessment is used as the basis for the Towns Tax 
(previously the Education Tax) and Improvement Rate, since the application of the 1980 
General Valuation is a tax base matter depending solely on central Government policy.

The second General Valuation was carried out for a specific purpose and only 
covered the Sewerage Areas of Lefkosia and Ammochostos at 1971 values in orderto levy 
tax for the establishment of a sewerage system. This is a general valuation for specific 
purposes and could not be used as a tax base for other taxation purposes. This tax was in 
factlevied only inLefkosiabecause in 1974 Ammochostos was invaded by Turkish troops.

The third General Valuation was carried out for the whole of Cyprus (except the 
occupied area) at 1980 values and is known as the market (capital) values as of the first of 
January 1980. It was completed in 1991 and its purpose was to create a record of uniform 
values all overthe country for all purposes e.g. central government taxation, municipalities 
rating. It is already in use for the Immovable Property Tax, Town Rate (previously the 
Municipal Tax), Sewerage Charges and Capital Gains Tax but not for the Towns Tax 
(previously the Education Tax) and Improvement Rate.
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General valuation base

The basis of General Valuations in Cyprus has been the capital value since the second 
General Valuation in 1971 in Lefkosia and Ammochostos and was also used in the third 
General Valuation in 1980 for the whole of Cyprus (except from the occupied area). 
Capital value was also used after the establishment of the Immovable Property (Tenure, 
Registration and Valuation) Law in 1946 for other purposes e.g. compensation on 
compulsory acquisition. A capital value basis satisfies general valuation criteria and it has 
fewerpractical problems in Cyprus than annual value because of the Rent Control Law (237 
83 and the amendment laws) which limits free market rentals and which would be the 
market evidence for valuing residential and retail properties.

Landed properties are sold in an open market sale by a willing seller to a willing 
purchaser, and there is a useful volume of open market sales for evidence of comparable 
transactions. In Cyprus, sale evidence exists, but there is not a large volume of sales, 
however, it can be argued that these provide strong and sufficient evidence for a capital 
value tax base with the condition that sales are reliable, genuine and not understated. The 
capital value basis or Direct Value Comparison is an approach based on the full open 
market capital value of immovable property in its existing condition, with all developments, 
improvements, and potentialities (considering the best use of property).

Capital value assessment

The Direct Value Comparison (DVQ method was adopted by Lands and Surveys 
Department at the last two General Valuations because:

of the availability of appropriate sales records of immovable properties;

sales of immovable properties in the open market are the same as "capital value", 
with the provision thatthesebe reliable and genuine andnotunderstated. Furthermore, 
if a property sale is much higher than similar property sales in the same area, these 
may not be included as sale evidence in a general valuation because the sale price 
may include other assets, e.g. goodwill.

it is the simplest and most direct method of valuation (Britton et al, 1989).

Britton et al (1989) explained that this method is based on comparing the property to be 
valued with similar properties and the prices achieved for them and allowing for 
differences between them, thereby determining the price likely to be achieved for the 
property in question. However each property is unique and valuers' judgement is essential 
to analyse transactions in order to reflect the inevitable differences which may affect price 
and value. The reasons for such differences are mainly:

(i) location;
(ii) physical state of the property;
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(iii) tenure and other property legal characteristics;
(iv) market and economic conditions which vary over time.

The Lands and Surveys Department has developed both manual and computerised systems 
for keeping sales records. The manual system will be abandoned as soon as the Cyprus 
Land Information System is developed and an integration between the legal and fiscal data 
of properties and plans is provided for the whole of Cyprus. This will enable valuers to 
read sale information simultaneously with plan information. The present manual system 
offers only limited access to this facility. As soon as a contract of sale is deposited or a 
sale is accepted, Land Clerks write a file number, date and price on the back of a specific 
set of plans used by valuation section. So, whenever a valuer works on a specific area, sale 
information is available on the back of the plan. Property sales information (excluding the 
specific set of plans) are sold to the private sector, to valuers and to real estate agents in 
hardcopy and in digital form.

Procedure of valuation

According to the Section 70 of the Immovable Property Law, Capital 224, when a general 
valuation has been ordered under section 69, the following provisions take effect:

(i) the Director of the Lands and Surveys Department publishes a general valuation 
notice to inform the public that a general valuation will take place;

(ii) when the valuation is completed, the Director prepares a valuation list which is 
deposited by the Director and the Chairman of the town, village or quarter and also 
is published in the official Gazette of the Republic. A valuation listis used to inform 
people about property values.

(iii) Within 60 days from the date of the notice, any person whose property is affected 
may object in writing to the Director. Nicolaides (1983b) explained that an owner 
must deposit a fee equal to 1 % on the difference between his own valuation and the 
valuation appearing in the list The purpose of this limitationis to discourage owners 
from supplying the Director with inadequate or false information. The Director 
examines any objections submitted to him with the required fee and notifies the 
person objecting of his decision. If the owner is not satisfied with the Director's 
decision, he has the right to appeal to the Court.

Procedure of revaluation

According to the Section 71 of the Immovable Property Law, Capital 224, a revaluation 
of any individual property can be made at the instance of the Director. The Director may 
give notice of the proposed valuation or revaluation to the person or persons affected, 
calling on the owner to supply the valuer with information about the immovable property
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and if it is necessary to give the valuer the opportunity to inspect the property. When a 
valuation ora revaluation has been made, the Director gives notice of the value to the owner 
of the affected property. The ownermay object in writing to the Director within thirty days 
from the date from receipt of such notice. The Director may consider any objection made 
to him and notify the person objecting of his decision. If finally, the owner is not satisfied 
with the Director's decision, there is a right to appeal to the Court.

Taxation of immovable property in Cyprus

loannou (1990) and Markides (1991) explained that the property tax system in Cyprus 
dates back to the Ottoman Empire. The Turks were the first to introduce a system of 
property tax during the period 1850-1878 and this system has been altered through the 
years to accommodate the subsequent administrators and social changes. The taxes and 
rates levied by the Government of Cyprus on immovable property are: Immovable 
Property Tax of the 1980, Town Rate, Improvement Rate, Towns Tax, Estate Duty 
Taxation, Capital Gain Tax, Betterment Charge and Sewerage Charges.

1. The Immovable Property Tax of the 1980 (Law 24/1980 amended by the Laws 601 
80, 68180,25181 and 10/84).

This is levied by the State on the open market capital value as at the first of January 1980, 
on all of the owners' property. Ownermay be either a legal body orprivate individual who 
is registered in the Lands and Surveys Department records or is entitled to be registered 
according to sections 9 and 10 of the Immovable Property Law, Capital 224. According 
to section 9, no title to immovable property shall be acquired by any person by adverse 
possession against the Republic or a registered owner. According to section 10, subject 
to the provisions of section 9, if a person can pro vide proof of undisputed and uninterrupted 
adverse possession for a period of thirty years, that person shall be entitled to be registered 
as the owner. Properties belonging to the State, the municipalities and the communities 
(i.e. villages) are exempt as are churches, worship places, non-profitmaking organisations 
institutions, properties owned by farmers hi rural areas and properties owned by foreign 
states for diplomatic purposes. Markides (1991) explained that the current law replaced 
the old laws 30/77, 38/78 and 93/79 under which the tax was levied on 1909 (assessed) 
values of properties. The tax is payable to the State on 30th of September of each year. 
The rates are as follows:

Total value of an owner's properties in Cyprus Rate on 1980 Market Value

up to £100,000 0.2% for legal bodies and 0% for individuals
from £100,001 to 250,000 0.2%
from £250,001 to 500,000 0.3 %
from £500,001 0.35%

Delays on tax payment are fined with 9% interest on the payment amount.
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2. The Town Rate (Capital 240 and Laws 6411964,15/1966)

This is paid to the municipalities on all immovable property of legal bodies or individuals, 
according to the Municipality Law 111/85 (andamendmentlaws), within the administrative 
limits of any muni cipal corporation. Properties belonging to the State and the municipalities 
are exempt as are churches, worship places, charitable institutions and properties owned 
by foreign states for diplomatic purposes. The 1995 rate was 0.05% on the market value 
of such property as at the first of January 1980, as is registered or recorded in the books 
of District Lands Office (see administration). The tax is payable to the Municipality on 
the 30 June. A fine of 5% is levied on payments made after the 30 of September.

3. The Improvement Rate (Law Capital243 and the amendment Laws 46161,58162,41 
66, 31/69, 7/79, 49/79, 65/79, 7/80,27/82, 42183, 72/83, 38/84, 72/87 and 66/89).

This tax is levied on all immovable properties within the geographical limits of any 
improvement area. According to the Villages (Administration and Improvement) Law, 
Capital 243, an improvement area is any area declared by the Council of Ministers as an 
"improvement area", for improvement purposes (i.e. construction of roads, national 
parks).

Properties belonging to the State and the Improvement Boards are exempt as are 
churches, charitable institutions and properties owned by foreign states for diplomatic 
purposes. The tax rate, decided by the Improvement Board, is up to 1.5% on the 1909 
assessed value of such property as registered or recorded in the books of the DistrictLands 
Offices. This tax is payable to the State by the owner on the 30 June each year and is given 
directly to the Improvement Boards by the State in orderto support improvements andlocal 
services. A fine of 5% is levied on payments made after the 30 of September.

4. The Immovable Property (Towns) Tax (Laws 89/1962 and 73/1965)

This is levied on immovable property in towns or other areas defined by the Council of 
Ministers as "Towns", according to section 3. The tax rate is 1.5% on the 1909 assessed 
value of property as registered or recorded in the books of the District Lands Offices. 
Properties belonging to the State, municipalities, communities are exempt as are churches, 
charitable institutions and properties owned by foreign states for diplomatic purposes. It 
is payable on 30 June of each year. Payments after the 30 of September are fined by 5% 
on the amount payable. This tax is collected by the State and is given to the Ministry of 
Education. (It has replaced the Education Tax.)

5. The Estate Duty Taxation (Law 67/62 and the amendment Laws 71/68,3/76,13/85, 
93/86,138/86).

This is levied on immovable properties left by a deceased and is collected by the State. The 
properties are valued at their open market capital value as at the date of death. For deaths 
before the first of December 1942, Estate Duty is not levied. According to the amendment

76



Journal of Property Tax Assessment & Administration Panayiotou el al

Law 138/86, inheritances due on deaths afterthe 17 October 1986 incur the following level 
of relief:

£50,000 for husband or wife surviving;
£75,000 for every child under 21 years old at the date of death;
£75,000 for every disabled child surviving;
£50,000 for a 21 years old child;
£50,000 for all the children surviving.

Furthermore, there are rebates in cases where the heir is a non-profit making organisation 
or religious organisation. These cases are examined by the State individually. The rates 
of tax are as follows:

Evaluated Immovable Property Rate

up to £20,000 0%
from £20,001 to £25,000 20%
from £25,001 to £35,000 25%
from £35,001 to £55,000 30%
from £55,001 to £80,000 35%
from £80,001 to £105,000 40%
from £105,001 45%

The above rates are valid from the first of July 1995 to the first of April 1997. Estate Duty 
taxation is likely to be abolished after the April 1997 because collection expenses exceed 
the revenue. One of the main reasons for this is that with the application of Law 138/86 
which gives so many reliefs, the number of taxable cases are reduced significantly. 
Another reason is that the assessment and collection expenses are high because estate duty 
cases are managed by a separate office, the Estate Duty Office, with the collaboration of 
Lands and Surveys Department both of which currently use mainly manual systems.

6. The Capital Gains Tax (Law 5211980 and 135/1990)

Capital Gains Tax applies to both individuals and companies. Owners are charged at 20% 
on gains arising from the disposal of immovable property and shares in a company which 
owns immovable property. Gains are based on the open market capital values as at the first 
of January 1980 (or actual cost if acquired later) adjusted forthe increase in the Consumer 
Price Index (C.P.L) up to the date of sale. Tax is paid to the State, and the main exemptions 
include:

Immovable properties left by a deceased (which is liable to Estate Duty); 
Immovable properties given as a gift:

from parents to children
from husband to wife and vice versa
from relatives up to 2nd grade relatives (e.g. grandfather to grandchild).
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7. Betterment Charge (Law 9011972 Section 80)

The enforcement of the provisions of the Town and Country Planning Law 1972 may cause 
an increase in value of immovable property. Such an increase may result either from a 
change to a more profitable use, or a higher density, oritmay come about afterthe carrying 
out of development by a public authority in an area. Nicolaides (1983a) commented that 
in the same way as it is "fair" to pay compensation to owners whose property rights are 
being materially adversely affected, it could be argued that it would also be fair to ask from 
those owners whose properties are being benefited by public activities to pay back at least 
some part of their gain. One way for the State to collect betterment is the levying of a 
Betterment Charge. Betterment Charge is levied on the increase in value which is 
attributable to the scheme. The Betterment is ascertained by the carrying out of two open 
market capital valuations, one at the date prior to the scheme and a second one at a date 
falling within the period starting two years after the date of the decision and finishing two 
years afterthe date of completion of the scheme. The difference between the two valuations 
after deducting any increase which is not attributable to the scheme, is the "Betterment" 
which is subject to the Charge. Betterment Charge has been fixed up to amaximum of 30% 
on the Betterment, and is payable to the State in 20 annual instalments.

8. Sewerage Charges (Law 1/1971)

The aim of this Law is the establishment, construction, control and the administration of 
sewerage systems, including the processing and the disposal of waste. The Sewerage 
Council, according to section 30 of the Law, has the right to levy tax and fees. The tax is 
levied on open market capital value as at the first of January 1980 and is payable on 30 of 
September each year.

Administration

Republic of Cyprus, for administration purposes is divided into six districts (Lefkosia (or 
Nicosia), Ammochostos (or Famagusta), Lamaka, Lemesos (or Limassol), Kerinia (or 
Kyrenia) and Pafos). The island's capital and seat of Government isLefkosia. Each district 
is headed by the District Officer who is essentially the local representative of the Central 
Government The District Officer acts as the Chief co-ordinator and liaison for the 
activities of all Ministries. The administrative power in Cyprus is a two tier system, but 
the structure is rather centralised, delegating limited power to the local authorities from 
central government There are three types oflocal authorities: Municipalities, Improvement 
Board areas, and the Villages. Municipalities have more power and more population than 
the other local authorities. According to the 111/1985 law, one of the limits of an area to 
be a Municipality is its population which must not be less than 5,000.

The Lands and Surveys Department for administration purposes is divided into six 
District Offices and a Headquarters. Because Turkish troops occupy Kerinia and part of 
Ammochostos, their District Offices are situated in Lefkosia and in Lamaka respectively.
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Property taxes levied by local authorities afford some financial independence from 
central government, thus reducing central government's burden of providing local 
services. The central government is a recipient of the revenues from the Immovable 
Property Tax of the 1980, Improvement Rate, Towns Tax, Estate Duty, Capital Gain and 
Betterment Charge. Municipalities are the recipients of the Town Rate. The Sewerage 
Charges are received by the local Sewerage Councils.

Harvey (1989a) explained that local property taxes are generally accepted by people 
living in a local authority area and that" an old tax is no tax". He also explained that in 
form local property taxes are simple, easily understood and appear to be equitable, in that 
those occupying the largest properties are benefiting most Furthermore, local property 
taxes have administrative advantages in that once capital values have been determined, the 
rate is easily calculated and can be adjusted when additional revenue is required. In 
addition, the costs of collecting the tax are relatively economic. However, Harvey (1989a) 
explained that local property taxes are generally subject to considerable criticism, because 
these taxes are taxes on a particular good. There is a loss of income compared with direct 
taxes which raise the same amount of revenue by leaving people free to choose the value 
of their house or landed property. For example, agricultural land in Cyprus is not taxed 
compared to land in other uses. The main reasons are: firstly the State tries to encourage 
agriculture which is an important factor to the growing economy of Cyprus. To exempt 
agricultural land is effectively to give a cash incentive to fanners to continue agricultural 
operations, secondly it discourages people from leaving rural areas and thirdly it reduces 
administrative costs. An alternative would be to tax everyone and to give a range of State 
cash benefits to selected (or all rural) taxpayers which would be administratively 
expensive.

A property tax known as "malieh" had been used to tax agricultural land on assessed 
(1909) values, but it was abolished in 1961 because cost exceeded the revenue because of 
the low value of land compared with those in towns and because of the use of a manual 
system of administration. Harvey (1989a) explained that local property taxes tend to be 
regressive and inequitable. Not only do the "poor" people tend to spend a relatively high 
proportion of their income on housing, but the tax levied may be unrelated to the ability 
to pay. This can be alleviated if local authority adopt a rebate scheme for those on low 
incomes.

Local property taxes may accentuate relative differences in local authorities 
resources unless the State gets involved in equalising resources. A local authority with a 
low tax value may have to spend more on new infrastructure, roads, sewerage, education 
and other services than other authorities and thus is forced to levy a high tax rate in order 
to meet the needs of its area and thereby makes its inhabitants relatively poorer. The 
improved local services in municipalities should not increase the property values 
significantly because basic local services have already been developed. Also, some 
essential services e.g. hospitals and police stations are not needed for each municipality 
because of the small size of the local authority's area.

Today, these services may cover more than one local authority and are under the 
jurisdiction of central government. However, the improved local services in improvement 
areas and villages resulting from the construction of roads, schools and other services so
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that people can enjoy the countryside and other services will increase property values 
significantly, provided that people stop moving from rural areas and start moving from 
municipalities to countryside. Itseemsthatmunicipalities are notplannedin a sophisticated 
way e.g. the existence of national parks is very limited, carparks in some areas are confined 
and traffic jams at peak hours are common. It is worth noting that the Town and Country 
Planning law was enacted for first time only in 1972 and is one of the main laws dealing 
with environment.

Rates should vary between one municipality and another. International experience 
indicates thatitmayaffectthe performance of local economies e.g. employment generation. 
In Cyprus because tax rates are so similar, they have no appreciable effect on employment 
generation and location. Moreover, local authorities are supported financially by central 
government and there is no opportunity for extremely high taxation. Only in the 
improvements areas do the rates vary from 0.6% to 1.5 % but the difference is still relatively 
small.

Principles of ideal tax system

Harvey (1989b) explained that governments may themselves provide goods and services. 
Economic reasons for this direct provision are often community goods, collective goods, 
public goods, merit goods and external costs and benefits. Taxation is one method to raise 
money to finance public goods and services. Governments can expand aggregate demand 
(the sum total of all planned expenditures in the economy) through its purchases of goods 
and services. Similarly, they can reduce aggregate demand by decreasing their own 
spending or by increasing taxation or both. Further, taxation can be used as a measure of 
reducing the rate of inflation as real income falls and the money supply in the market is 
restricted. Moreover, Maunder and others (1987a) explained that taxes may be regarded 
as a leakage from the flow of income of the economy because they reduce the level of 
disposable income and therefore the level of personal consumption.

In order to achieve an equitable and efficient tax system, it is necessary to analyse 
the parameters that affect each individual tax system. The system is also influenced by the 
policies of the State relative to its objectives. Beardshaw (1986) explained that Adam 
Smith laid down four criteria for a good tax system which should have the following 
characteristics:

Equitable - a good tax should be based upon the ability to pay;

• Economical - a good tax should not be expensive to administer and the greatest 
possible proportion of it should accrue to the government as revenue;

Convenient - this means that the method and frequency of the payment should be 
convenient to the taxpayer;

Certain - the tax should be formulated so that the taxpayer is certain of how much 
has to be paid and when.
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Maunder and others (1987b) explained that there are three types of taxation systems:

(i) In a proportional tax system, taxpayers at all income levels end up paying the same 
percentage of their income in taxes. Such taxes in Cyprus are the Town Rate and 
Capital Gain Tax.

(ii) A progressive tax system removes a larger percentage of peoples' incomes as 
income increases. Such a tax, it can be argued, is more equitable than a proportional 
tax because it produces a closer relationship to the ability to pay. Cyprus' 
Immovable property tax and Estate Duty are progressive taxes.

(iii) A regressive tax systems removes a greater proportion of income as the amount of 
income decreases. Taxes of this type can place a relatively greater burden on the 
lower income groups. VAT tax, it can be argued tends to be regressive in Cyprus. 
A low income family with many children pays more VAT tax than single adult 
living alone because it spends more for everyday living.

Eckert (1995) explained that the general guideline for choosing the criteria for the tax base 
is to choose the criteria which will maximise equity at affordable administration and 
compliance costs. He also considered that international experience indicates that an ad 
valorem (annual value or capital value or site value) property tax system which is based 
on real market transactions will improve taxpayer equity (ability to pay tax) and revenue 
buoyancy.

Problems

Cyprus' 1909 and 1980 capital General Valuations are used as the base for a number of 
taxes. The basis of assessment should be a single valuation base, since uniformity of 
property values is one of the general valuation purposes and it conforms to the legal 
principle of the General Attorney i.e. equal treatment of taxpayers. Furthermore, property 
taxes e.g. the Immovable Property tax, the Town rate, the Improvement rate and the Towns 
tax should be a single tax paid to a single authority because it would be easier for owners 
to pay one tax to one authority instead of paying many taxes to many authorities. 
Additionally, Central Government's and local authorities's administration expenses 
would be reduced significantly.

If capital values of a general valuation are kept updated at regular intervals, every 
two or three years or whenever after an assessment ratio study (IAAO1978) indicates that 
reassessment is needed, the assessment of tax will be based on what actually exists on the 
land, including buildings at the date of taxation. It can be argued that this is an equitable 
system since the capital value reflects all the valuable characteristics of the property. It 
increases the social equity of the tax because it reflects to up-to-date values and up-to-date 
relativities of "wealth" (assuming "wealth" equates to tax paying income). Examples of
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an out-of-date assessment tax system are the Town Tax and the Improvement Rate, 
because 1909 assessed values are used as the basis of taxation even though these values 
have no relationship to the actual values of the properties being taxed.

If an owner's properties are located in Strovolos Municipality only, in the part of 
the area affected by Towns Tax, they are:

evaluated at 1980 evaluated at 1909 
Capital Values General Valuation

a building site £15,000 £50
a house £30,000 £250
an apartment £20,000 £200
Total £65,000 £500

Every year the owner pays the following taxes:

Immovable Property tax of 1980. Since the total value of the owner's property is 
less than £100,000 and if the owner is not a legal body then the individual is 
exempted from paying this tax.

Town rate. The rate is 0.05 % on the total value of the property in the Municipality; 
so at 1980 values, the owner will pay £32.50 (£65,000 multiplied by 0.05%).

Towns tax. The rate is 1.5% on the total value of the property in the Municipality; 
so at 1909 values, the owner will pays £7.50 (£500 multiplied by 1.5%).

The Town rate is £32.50 because the basis of assessment is 1980 values. An up-to-date 
valuation base should ensure that taxpayers pay according to an update liability in 
proportion with their current relative liabilities i.e. if someone's property is worth£30,000, 
he should pay half the tax of his neighbour, whose property is worth £60,000, even if 
properties were worth £15,000 in 1980.

In order to have an estimate of the effect of an updated revaluation on tax liability, 
an analysis of 90 apartment sales was carried out The sales took place in the Strovolos 
Municipality from January 1995 to October 1995 and at the analysis stage, the sale 
(declared) price was compared with the 1980 values. This sample does not include all the 
sales of apartments in Strovolos municipality but includes only the sales for which 1980 
values were stored in computer records. The 1980's values are not stored immediately for 
every record because of the difficulties in finding them from the manual records. The mean 
percentage increase is calculated as follows:

90 ' (1)
.2 (SALEPRICEi - 1980CAP.VALi) x 100+ 1980CAP.VAL1

the "SALEPRICE" is the actual sale price, "1980CAP.VAL" is the 1980 capital value. 
The result of equation (1), is divided by the number of samples, that is 90.
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The mean percentage increase is estimated at 134.14%, so it can be argued that the 
above owner's apartment may roughly be valued for £46,800 at 1995 values and an 
estimate can be made of the owner's tax liability assuming a similar level of revenue is to 
be raised. Sale price is also called "declared price" because it is the price declared by the 
vendor and purchaser in the Lands and Surveys Department for transfer fees purposes. 
Sometimes the price declared is understated illegally in an effort for the purchaser to pay 
to the Lands and Surveys Departmentlowertransferfees and the vendor to pay less Capital 
Gains Tax.

The ratio of the sum of 1980 open market capital value and the sum of the sale price 
(referred to the whole share) is 0.44. This is an indication that 1980 values do not represent 
today's values.

Furthermore, Figure 1 give us a descriptive summary of the ratio of 1980 capital 
value and sale price overthe month of sale. It can be observed that the points are away from 
the unit, that is, there is great difference between 19 80 capital values and sale prices. Most 
of the ratio values are found to be between 0.4 and 0.5, that is most of the 1995 sale prices 
of this set of apartments in Strovolos are more than the double of 1980 capital value.
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0.7

05

C.5

0.4

C.3

0.2

0.1

0.0
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Figure 1

Itis also worth noting that land records are not up-dated immediately with landed property 
changes because manual systems are used at present for the interchange of information 
between Lands and Surveys Department and local authorities. The Lands and Surveys 
Department is informed once a year of changes. Additionally, there are deceased owners,
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whose beneficiaries have not yet registered their claims to the land, especially in certain 
rural areas where values are low compared with municipalities and taxes are paid by those 
beneficiaries in order to be registered as owners.

Conclusions

It can be argued that immovable property taxation system in Cyprus is:

inequitable; because the assessment of taxes are based on old values and the capital 
value does not reflect all the valuable characteristics at current values;

inconvenient; because tax payers pay various taxes to various authorities at different 
dates, especially when owner's properties are located all over Cyprus.

unfair; because tax systems of the Town Rate, the Improvement Rate and the Towns 
Tax are proportional and because of this fact people with high valued immovable 
properties pay at the same rate as every other owner,

unjust; regarding the contribution between those owners within local authority areas 
and those outside.

inconsistent; because properties located outside of municipalities, towns and 
improvement boards are affected only by one direct tax, the Immovable Property 
Tax of the 1980, and this only if they are not exempt under this Law.

Recommendations

It is considered that all property-based taxes in Cyprus can be improved both from the tax 
payers point of view and the tax collectors point of view so that an equitable, convenient, 
certain, up-to-date system will result and the operative and administrative costs diminish. 
The following recommendations would provide the means for practical improvement, 
thereby giving local authorities a strong and stable financial foundation upon which to 
build the provision of quality services.

(i) The Central Government of Cyprus should adopt an up-to-date capital value basis 
of assessment, so as to provide consistency throughout the country.

(ii) Up-to-date capital values will not only assist equity and uniformity but also can be 
ausefultoolto discourage purchaser and vendor from declaring alowerprice. Lands 
and Surveys Department could present capital values of similar properties in the 
area, as evidence to support estimated sale prices for transfer fee purposes. As a 
result of this people would pay more Capital Gain tax and more in transfer fees.
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(iii) Once a revaluation has been carried out and implemented, the new values should be 
adopted for all taxes.

(iv) In order to make revaluations more frequent, i.e. every two or three years, or 
whenever after an assessment ratio study (IAAO, 1978) indicates that reassessment 
is needed, it is recommended that the benefits of new technology be utilised. The 
introduction of Computer Assisted Mass Appraisal (CAMA) systems will assist in 
estimating property values at a certain date, based on limited sales data, using 
different techniques for the prediction of a property value e.g. multiple regression 
analysis and knowledge based systems. The best technique will predict values at a 
certain date, with minimum acceptable mean error, minimum data, minimum cost, 
fast respond, minimum human skill and effort.

(v) The Lands and Surveys Department is able to provide digital information on 
ownership for a number of municipal areas and within five years for the most part 
of Cyprus (exceptthe occupied area). Tax collectors, including central government, 
should use computer technology to send separate bills to each owner, where it is 
possible, as well as reminders, if necessary.

(vi) Even if all ownership records in Cyprus are computerised, it will not be possible to 
estimate an owner's total property market value because the Lands and Surveys 
Department has only started to record personal identity numbers and company 
registration numbers systematically since 1986. This will lead to erroneous results 
if Lands and Surveys digital records are used for the calculation of Immovable 
Property 1980 tax. The Department has to adopt methods to find the ID numbers 
of the owners where that it is possible.

(vii) Rebates for the poorest will make collection more acceptable i.e. recognition that a 
high property value does not mean and a high income.

(viii) The State should examine the likely effect of merging existing property taxes to a 
single one, includingthe resulting procedures of collecting revenues and procedures 
of appeals against those who refuse to pay taxes. Revenues could be distributed to 
local authorities in case of collection by central government Since the administration 
of income is under local authorities, these will not lose financial control. The 
procedural cost of property taxation will be minimised and as a result the system will 
be more efficient, cost effective, time effective and flexible.

(ix) The State should examine the inclusion of rural areas which are not affected directly 
by taxation laws because of the generally continuing rising of land values, the 
computerisation of Lands and Surveys Department, the need of local services and 
the improvement of those areas. Rates can be regulated by local authorities, and 
specific rebates or cash-back schemes introduced where and when appropriate.
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(x) Because taxes are levied on owners and not on occupiers, leaseholders of go vemment 
land do not pay taxes. Government should examine the likely reforms of property 
taxes in order to include leaseholders because they enjoy local authority's and 
central government's services.

(xi) Because of the out of date records of the Lands and Surveys Department, the 
application of computer assistedmass appraisal techniques cannot operate efficiently 
as the results would be erroneous. Lands and Surveys Department should re- 
examine the procedures of up-dating the land records with local authorities and the 
District Officer. Furthermore, after the last General Valuation in 1980, a new one 
should be implemented, having in mind the development of an appropriate 
computer mass appraisal system.
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THE DIRECTIVE

In order to ensure the free movement of professionals within the European Community (EC), in 
1988 the European Commission proposed and the European Council agreed to adopt a 
system of mutual recognition of higher education diplomas. This was enacted in The 
European Council's Directive on a General System for the recognition of higher-education 
diplomas awarded on completion of professional education and training of at least three years' 
duration 1988 (the Directive).

Mutual recognition is based on mutual trust and the comparability of university studies between 
Member States and relies on the willingness of Member States to respect the principle of free 
movement across technical barriers.

Mutual recognition is achieved by removing the requirement for (so-called) 'migrants' who are 
professionally qualified in one Member State to re-qualify in another Member State to perform 
the same function.

Briefly, the Directive applies to all professions:

1. to which access is in some way restricted;

2. for which at least three years higher education is required; and

3. for which a specific 'sectoral' directive does not already exist (i.e. it does not apply to 
architects who have their own sectoral directive).

Under the terms of the Directive, access to a regulated profession cannot be denied a 'migrant' 
who has received relevant professional education and training from another Member State 
simply because that individual does not hold the host nation's own professional qualification, if 
the 'migrant':

1. holds the "diploma" (as defined by the Directive) required in another Member State for the 
taking up and pursuit of the profession in a Member State which regulates the profession; 
or

2. has pursued that profession full-time for two years during the previous ten years in another 
Member State which does not regulate that profession and possesses evidence of three



years study at a university or establishment of higher education or an establishment of a 
similar level.

Where the pursuit of the professional activity involves, for example, membership of an 
organisation, a 'migrant' who has gained the professional qualification necessary to pursue a 
professional activity in another Member State cannot be refused admission to that organisation 
on the grounds of inadequate professional qualifications.

Where the scope or content of the education and training of a 'migrant' is not the same as that 
required by the host Member State and where any such shortfall has not been made up 
through subsequent professional experience, the Directive provides for an adaptation 
mechanism to make good the deficiency in education and training gained in the 'home' 
Member State.

In the UK, the Directive was implemented by The European Communities (Recognition of 
Professional Qualifications) Regulations 1991 (S11991 No. 824) (the Regulations) which took 
effect on 4 January 1991.

It is the view of DGXV of the European Commission that the that the Directive is interpreted in 
such a way that a 'migrant' does not need to demonstrate an intention to pursue the regulated 
profession in the UK. merely that there is an intention to pursue the regulated profession. 
Thus, provided a surveyor is qualified to practice or in fact practices as a surveyor in another 
Member State, that individual can apply to the RICS for membership under the Directive.

THE ROYAL INSTITUTION OF CHARTERED SURVEYORS

The Regulations identify The Royal Institution of Chartered Surveyors as a designated 
authority for the titles which it regulates and lays down definitions and procedures (similar to 
those laid down in the Directive) for the implementation of its provisions.

The Regulations recognise that there are professional bodies incorporated by Royal Charter. 
In such cases, the profession is regulated by virtue of the admission of an applicant to 
membership of the body concerned, together with the grant by the body of the right to use the 
title and the abbreviatory letters indicated. It is in the regulation of the use of the title and the 
abbreviatory letters indicated that the RICS regulates the profession of "surveying" and is 
therefore the designated authority only for those 'migrants' who wish to use the title "Chartered 
Surveyor" and its derivatives.

Thus, the RICS cannot deny entry to the Royal Institution of Chartered Surveyors on the 
grounds of inadequate professional qualifications, provided that a 'migrant' either:

1. holds a diploma which gives access to the regulated professional activity of "surveying" (or 
some recognised division of surveying), awarded as a result of three years higher education 
in another Member State; or

2. has performed the professional activity of "chartered surveying" (or some recognised 
division of surveying), for two years out of the previous ten years and holds a diploma which 
has prepared the holder for the pursuit of the profession and which was awarded as a result



of three years higher education in another Member State which does not regulate the 
professional activity of "chartered surveying".

DEFICIENCIES IN QUALIFICATIONS

Where the duration of the education and training of the 'migrant' is at least one year less than 
that required of a non-migrant applicant, acceptance of the application for membership is 
deferred until evidence of a period of professional experience has been provided by the 
'migrant'(refer below).

Similarly, where the matters covered by the professional education and training differ 
substantially from those covered by non-native applicants, or where the regulated profession in 
the 'host' country is not a 'corresponding profession' (i.e. a profession the pursuit of which in 
another Member State includes a substantial number of professional activities comprised in the 
profession in the UK) acceptance of the application for membership is deferred until the 
'migrant' has completed an adaptation mechanism (refer below).

The RICS cannot require both a period of professional experience and an adaptation 
mechanism.

PERIOD OF PROFESSIONAL EXPERIENCE

Where the duration of the education and training received by the 'migrant' is at least one year 
less than that normally expected for entry to the Institution, the RICS can require a period of 
professional experience.

The shortfall identified can be made up by the migrant undertaking a period of professional 
experience, being:

1. twice the amount of the shortfall where this relates to post-secondary studies or to a period 
of supervised probationary practice; or

2. the amount of the shortfall where this related to professional practice acquired with the 
assistance of a qualified member of the profession.

However, the RICS must take into account professional practice gained in a corresponding 
profession in another Member State in determining the duration of a period of professional 
experience.

ADAPTATION MECHANISM

Where the matters covered by the professional education and training differ substantially from 
those covered by the diploma required of non-migrant applicants, the RICS can require a 
'migrant' to choose between an adaptation period and an aptitude test.

It is for the 'migrant' to choose between an adaptation period and an aptitude test and not for 
the Institution.



An gHaptation period is a period of professional practice under the supervision of a qualified 
member of that profession. The 'migrant' may be required to undergo further training during 
that period. The performance of the 'migrant' is the subject of an assessment and this can 
include a period of formal study appraised by continuous assessment.

The detailed requirements of an adaptation period are determined having regard to the 
circumstances of each individual 'migrant' and it is implicit within the Directive and the 
Regulations that the professional practice must cover the professional activities which have not 
been included in the 'migrant's' previous professional education and training.

The adaptation period cannot include a formal oral or written test. Nevertheless, it should be 
capable of failure. The adaptation period may include the requirement that the 'migrant' the 
keeps a diary of professional experience and that the employer submits a report on the 
'migrant's' professional experience.

An aptitude test is limited to the deficiencies in the professional knowledge of the 'migrant' and 
has the aim of assessing the 'migrant's' ability to pursue the profession of "surveying" in the 
UK. The test must take into account the fact that the 'migrant' is a qualified professional in 
another Member State and should be based on subjects which are;

1. essential for the pursuit of "surveying" in the UK;

2. which are covered by the diploma required of non-migrant applicants; and

3. which are not already included in the 'migrant's' formal qualifications. 

INVESTIGATION

There are four matters which the RICS must investigate prior to accepting the application of a 
'migrant' for entry into the Institution:

1. the 'migrant' must hold a diploma (as defined by the Directive) awarded by a compent 
authority in another Member State, after a minimum of three years' higher education and 
giving access to the regulated profession of "surveying" in that Member State; or

2. if the profession is not regulated in the migrant's home Member State, the migrant has 
successfully followed a higher education course of a minimum duration of three years which 
has prepared the migrant for the profession and subsequently completed a minimum of two 
years professional experience in that Member State or in another which does not regulate 
the profession; and

3. the duration of the education and training of the 'migrant' is of a comparable number of 
years; and

4 ' the matters covered by the professional education and training are substantially the same 
as those covered by the diploma required of non-migrant applicants, or the fact that the 
regulated profession in the 'host1 country is a 'corresponding profession' i.e. a profession 
the pursuit of which in another Member State includes a substantial number of professional 
activities comprised in the profession in the UK



The establishment of (1), (2) and (3) above should be a matter of fact evident on receipt of the 
'migrant's' application form.

The failure of a migrant to demonstrate either (1) or (2) above will render invalid an application 
to join the RICS under the Directive. (There may, of course, be the possibility of using the so- 
called bridging arrangement between the first and the second Directives, but this is ignored for 
the purposes of this paper.)

The failure of a migrant to demonstrate either (3) or (4) above will not render invalid an 
application to join the RICS under the Directive. The failure of a 'migrant' to demonstrate (3) 
above will result in the imposition of a period of professional experience (refer below). The 
failure of a 'migrant' to demonstrate (4) above will result in the imposition of an adaptation 
mechanism (refer below).

It is, therefore, for the Institution to establish whether the matters covered by the professional 
education and training of the 'migrant' differ substantially from those covered by the diploma 
required of non-migrant applicants, or whether the regulated profession in the 'host' country is 
a 'corresponding profession'.

CORRESPONDING PROFESSION

A 'corresponding profession' (i.e. a profession the pursuit of which in another Member State 
includes a substantial number of professional activities comprised in the profession in the UK), 
means that, within each division, the RICS should be able to list the professional activities 
which comprise the profession. Thus, it is suggested that the profession of general practice 
surveying comprises, agency, development, management, planning and valuation.

All recognised activities of general practice surveyors can be grouped into these five activities. 
The question of what constitutes a "corresponding profession" to general practice surveying is 
interesting. It is unlikely that the professional activities of agency or agency and management 
would constitute a "corresponding profession". However, agency, development, management 
and valuation probably would. The absence of planning within the "corresponding profession" 
would be remedied by the adaptation mechanism.

The definition of "corresponding profession" for each of the divisions is not a matter which has 
been widely debated within the Institution but it is a matter which will become important for the 
purposes of implementing the RICS's responsibilities under the Directive and the Regulations.

APPLICATION FORM

As stated above, receipt of a completed application form for membership of the RICS under 
the Directive should contain sufficient information to enable the Institution to establish that:

1. the 'migrant' must hold a diploma (as defined by the Directive) awarded by a compent 
authority in another Member State, after a minimum of three years' higher education and 
giving access to the regulated profession of "surveying" in that Member State; or



2. if the profession is not regulated in the migrant's home Member State, the migrant has 
successfully followed a higher education course of a minimum duration of three years which 
has prepared the migrant for the profession and subsequently completed a minimum of two 
years professional experience in that Member State or in another which does not regulate 
the profession; and

3. that the duration of the education and training of the 'migrant' is of a comparable number of 
years.

If this is not the case, then the application form and any covering information should be re 
written.

PRELIMINARY INTERVIEW

It is suggested that the purpose of any preliminary interview should be to establish whether the 
matters covered by the professional education and training of the 'migrant' differ substantially 
from those covered by non-migrant applicants, and whether the regulated profession in the 
'home' Member State is a 'corresponding profession'.

Where there is a substantial difference between the matters covered by the professional 
education and training of the 'migrant' and those required of a non-migrant applicant or where 
the regulated profession in the 'home' country is not a 'corresponding profession', the interview 
panel will need to identify:

1. those professional activities which have not been included in the 'migrant's' previous 
professional education and training and which must be included in the adaptation period or,

2. the deficiencies in the professional knowledge of the 'migrant' which must be tested in an 
aptitude test.

It is likely that the issue of "corresponding profession" will be a major reason for many 
applications being either rejected by the Institution or being subject to an adaptation 
mechanism. The apparent absence of, for example, building surveying or general practice 
surveying as recognised professions in other Member States means that the investigation of 
the "corresponding profession" and the identification of specific professional knowledge and 
experience which is lacking is likely to be a major function of the interviewers.

FURTHER CONSIDERATION OF THE APPLICATION

It seems from the Directive and the Regulations that there is no further requirement for either 
interview or assessment of professional knowledge or experience which can be required of a 
'migrant'.

If the application form provides all the relevant information which demonstrates that the 
'migrant':

1. holds the diploma required in another Member State giving access to the profession of 
"surveying", where the profession is regulated in that Member State; or



2. has pursued that profession full-time for two years during the previous ten years in another 
Member State which does not regulate that profession and possesses evidence of three 
years study at a university or establishment of higher education or an establishment of a 
similar level and which has prepared the migrant for the pursuit of the profession,

the Institution must accept that application form with no further requirements of the 'migrant'.

If the 'migrant' does not comply with the conditions above, the application form can be 
rejected.

If the information provided is insufficient, unclear or if it is evident that there are deficiencies in 
either the duration or nature and content of the diploma or the similarities of the surveying 
profession practised, then the Institution may offer an interview in order to establish if a period 
of professional practice or an adaptation mechanism is appropriate.

Following advice from the DTI, it may be possible to include 'migrants' within the pre- 
qualificational ARC programme. It must be remembered, however, that 'migrants' are qualified 
professionals in their own countries. The 'migrant' is expected to conform to standards 
accepted in the UK by the RICS, but must be enabled to do so by means other than by 
qualifying for the RICS diploma from scratch.

It is the view of the DTI that the RICS is entitled to maintain the standards required of UK 
applicants when assessing the migrants. It seems that the Directive merely regulates how the 
RICS requires them to demonstrate and achieve that standard. The experience of operating 
ARC assessments may prove useful in administering any interview, the adaptation period and 
the aptitude test, and interviewers need not limit their questioning to the "matters covered by 
the professional education and training" experienced by the 'migrant'. Standards of technical 
and professional competence can, it seems, be investigated and assessed.

RECOMMENDATION

Confirmation in writing from the Department of Trade and Industry (which is responsible for 
administering the Directive and the Regulations) should be sought to establish:

1. that the Institution can offer a preliminary interview in order to identify if an adaptation 
mechanism is appropriate;

2. what a "substantial number" is in the definition of a "corresponding profession"; and

3. that there is no further requirement for either a formal interview or assessment of 
professional knowledge or experience which can be required of a 'migrant' once the period 
of professional practice or the adaptation mechanism has been successfully completed.

For further details about the Directive and the Regulations, refer Plimmer and Gronow, 1991, 
Education and Training of Valuers in Europe (Report to the Royal Institution of Chartered 
Surveyors), The Polytechnic of Wales.
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EVTRODUCTION

he 1990s have seen a tremendous advance in information 
:chnoloey (IT) whicl1 's becoming more and more widely 
»ailable"and affordable. There are many areas of education 
id training in which IT can be applied to enhance the quality 
id quantity of delivery. It is contended that education and 
ainina of property professionals can benefit from the appli- 
ition of IT. It is particularly true for those developing colon 
ies, like China, where urgent demand exists for qualified 
ofessionals but teaching and learning resources both human 
:d technical are inadequate to meet the demand. The teach- 
s of property valuation forms an essential part of the educa- 
m and training of valuers. The authors studied the recent 
id tenure reform, the development of the property market 
d the new housing policy in China and investigated the 
pothesis that adopting a computer-assisted teaching/leam- 
: (CATL) approach for the delivery of property valuation 
nation would be helpful to meet the urgent requirements 
China's recent developments.
As a result, a collaborative study has been carried out by 

t authors with Suzhou Institute of Urban Construction and 
vironmental Protection (SIUCEP) in China. The aims of 

study were to investigate the applicability of using a 
iTL approach to the teaching of property valuation for 
•'elopment purposes and to design a prototype program to 
«s the likely efficacy and efficiency of the proposed 
Jroach as a component element for the education and train- 

of valuers in China. This paper focuses on the major 
wets of the prototype exercise and presents some of the test 
ults of the above-mentioned CATL approach to the 
ching of property valuation.

PROTOTYPING

'*« prototyping exercise, the authors reviewed extensive 
|»« relevant to computer-assisted teaching and learning 
™?, for example, Woodhead 1 , Kibby and Mayes2, 

, Shneiderman and Kearsley,4 and Martin5 regarding 
ment of hypertext and multimedia authoring sys- 

es and O'Shea6 on rule-based tutorial; Martin7 on
u ***'9 °n electronic t***5; De D'ana and 

^Heiden on learning styles; and Gumming 11 on 
"8 issues. The authors also reviewed a number of 

^across a variety of subject areas, for example, Eng-
?4er 0/0' 12 Mstory <Colson ™d Hal1)- 13 **

X biology (Hutchings et al.) 15 and the life

sciences (Jaffe and Lynch). 16 Although the pros and cons of 
CATL are still being debated, 17 it is recognised that CATL 
enhances learning and creates an intensely supportive learn 
ing environment whereby an interaction between teaching 
and learning and thereby effective teaching/leaming can be 
achieved (Wojtas). 18 It is also recognised that CATL can 
offer an efficient sharing of resources and the flexibility of 
adding to and updating knowledge in education and training

2.1 Objectives
The prototype exercise set out with the following objectives:

• to test the scenario of an alternative way of teaching and 
learning of valuation through CATL;

• to attract opinions of a CATL approach to teaching and 
learning of valuation so that an assessment can be made of 
the likely efficacy and efficiency for learning; and

• to construct and test an effective computer interface which 
will enable an efficient delivery of valuation training.

2.2 Construction concepts and methods
The development method of valuation was used as a focus 
topic for the prototype program. This was because the method 
involves subsets of valuation approaches or methodologies 
which encompass a relatively wide scope of knowledge and 
skills of such disciplines as economics, law, statistics, con 
struction and the basic techniques of valuation. It therefore 
provides an ideal testing ground for a computer-assisted 
teaching and learning approach for the delivery of property 
valuation education and training. Traditionally, teaching of 
the development method of valuation has followed a some 
what linear type of process, by establishing over several sub 
ject areas a bedrock of knowledge on which to base the 
principles of the valuation method and on which to then 
develop the tuition of technicalities and techniques of this 
method. This linear type of process is carried out within the 
course of valuation teaching and among parallel and distinct 
subjects such as economics, valuation and law. This may have 
its justifiable advantages. Nevertheless, inconsistency and 
difficulties of application may also arise because of the obvi 
ous discreteness of teaching by this approach. When they 
come to learn the technicalities and techniques of the method, 
students may find it difficult to recall knowledge acquired 
earlier and to adapt new knowledge to the valuation process. 
Also, during the learning process, students rarely have the 
freedom to make conceptual leaps of their own from one topic 
to another at the time of receiving lectures, depending on the 
delivery by lecturers. So, instead of building up first a knowl-
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, base of discrete subjects relevant to property valuation 
d then delivering valuation techniques and theories, a 
versed direction approach, i.e. starring from the finished

Valuation or appraisal models and then expanding out to draw 
other knowledge bases of relevant subjects, was attempted.

Phis approach, m contrast to me conventional approach of
eaching and learning, was considered more efficient and
•ffective in the process of learning, because a live contextual 
'ink or connection of knowledge bases can facilitate easy and
•fficient comprehension of valuation topics by learners 
hrough the assistance of CATL packages.

A module-based concept was thus adopted in the construc- 
ion process of the prototype program. Such a concept was 
:onsidered to have potential benefits for the CATL design 
,ardcularly in the following aspects:

organisation of knowledge bases;
organisation of module applications in the light of syllabus
design, and simulation of student learning models.

, One important component of a CATL system is its func- 
ional features that enable the information or teaching materi- 
]s in digital format to be retrieved for browsing in a 
ersonalised preference or the features which provide an 
rganisational and structural storage of information or teach- 
ig materials in digital format Such a teaching and learning 
.evice makes it possible to enhance the quality of the teach- 
ng and learning environment However, when a CATL sys- 
m is large, a particular problem can be anticipated i.e. that 
'f storing, reprieving, maintaining or relating to information

or knowledge. To make the stored knowledge manageable, 
particularly to make it re-usable or shareable, is a key to a 
successful CATL system. In this respect, modularisation of 
knowledge bases is required, i.e. the classifying of segments 
of information or knowledge according to their attributes and 
tagging each with a codified identifier that indicates in which 
knowledge base they reside. This not only enhances the speed 
of searching or retrieving information onto the computer 
screen but also contributes to information sharing. This can 
be illustrated in a simple way, as in Figure 1.

A complete and comprehensive CATL system for the 
learning of valuation may provide a complex platform within 
which a variety of aspects are covered and a learner may 
browse for the knowledge structure of the subject But the 
whole system may be very large and difficult to maintain or it 
may be difficult to meet the particular requirements of or 
changes in syllabuses at different stages. An ideal system 
should be flexible and easily adaptable to changes or varia 
tions whenever a particular requirement has to be met Using 
the module-based concept may ease the difficulty and make 
such a system more adaptable to changes and correspond 
more closely to the requirements of different stages of sylla 
bus strategy.

Under this concept, the whole system may be considered 
and constructed as a 'macro-system shell' which owns a com 
prehensive set of knowledge bases which are accessible and 
shareable. Within this 'macro-system shell' a number of 
'micro-systems' or module applications play different roles 
or serve different purposes. These module applications should 
not only work effectively in a seamless way within the macro

~ Construction costs &
measurement

\ \Jt ••••.-
Valuation basics

KPBASE.02

General economics
KPBASE.03

'>g«re 1. Organisation of knowledge bases

.94



3C~~C£iui-.aiiuu aiiu g cu iu> ramersY AH cjnpmcai btudy

Macro-System Shell

Micro-System
or 

Pseudo-Macro-System

Smaller 
Mcxiule

-» open aided =>

Micro-System
or 

Pseudo-Macro-System

open ended =>
V ————— T

Smaller 
Module

open ended =>

Smaller 
Module

Figure 2. Proposed construct structure for CATL systems

system but also can be detachable from it to run their own 
instr.css independently. Whilst these 'micro-systems' consti 
tute a 'macro-system', they may also, when necessary, be 
constructed individually as 'pseudo-macro-systems' which 
may comprise a number of smaller modules. Figure 2 illus 
trates this construct concept

The prototype system uses the analogy of this concept and 
is constructed as a small main module system accompanied 
by a hypertext browsing engine system. The main module 
system runs its own instance independently and can easily 
all the hypertext system to provide or expand information. It 
an also be easily recalled by a macro-system in which it may
*side. Figure 3 is a screen dump from the prototype program 
"hich illustrates the above as an example.

The hypertext system which runs multiple instances can be 
Jsed, with slight modification, by both the macro-system and 
aero-systems. This kind of construct can usefully and effi- 
nently correspond to a particular subject or topic area specifi- 
'•ally required at different stages of syllabuses, because of its 
flexibility and portability.

The creation of an adaptive instruction system for compu- 
w-assisted teaching and learning has long been one of the 
Mjor interests within the area of CATL design (e.g. Car and 
£ldstein). 19 Car and Goldstein proposed Overlay Models 
.|b'i), the basic idea behind which is to describe the learner 
J tems °f subject matter items which the learner has mas- 

at some point of time so that an instructional computer 
can process the information and adapt the learning 
to the learner's needs or to the particular learning 

at which the learner is. Ohlss6n20 provided £ sketch 
a possible method of implementing the theory in 
authoring. He identified three software compo-

*** which need to be involved in the use of Overlay Models 
™- PP. 206-207):

(1) analysing knowledge items in terms of any of the 
following: concepts, principles, heuristics, subgoals, 
definitions or terms, and then identifying the neces 
sary inclusion or exclusion of the knowledge items 
for the learner,

(2) inferring procedure to determine which subject mat 
ter items a particular learner has mastered at a partic 
ular time by using the following rule: 
[The Overlay Construction Rule] If mastery of sub 
ject matter unit X is necessary for success on task Y, 
and if the learner succeeds on Y, then mark unit X as 
learned (or upgrade the probability that it has been 
learned).

(3) utilisation procedure to exclude items that are not 
needed and include items that are required by using 
the following rule:
[The Overlay Utilisation Rule] To select the subject 
matter item to teach next, search for an item such 
that (a) it has not been acquired already, but (b) its 
prerequisites have all been mastered.-

The theory of Overlay Models can be particularly useful 
for producing intelligent computer-assisted teaching and 
leaning systems. With procedural functions like list process 
ing and backward and forward chaining available in some 
high-level programming languages such as KnowledgePro, a 
rule-based knowledge system component can be constructed 
containing known learning models and educational and train 
ing requirements. This will be activated following the results 
of a testing session upon the existing knowledge of subject 
matters by the student It then processes to determine required 
elements of learning materials against a list of pre-defined 
knowledge bases for teaching. The result can be presented or 
indicated in the form of either advice or a compulsory route to 

.follow.
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Can IT Benefit China in the Education and Training of its Valuers? An Empirical Study

• Help to learn at own pace B Provide ease in browsing
• Offersstructured learning D Provide flexibility for revision
•Tailor to meet needs & requirements ESupplement course study
• Others

Entire Population UEM Final-year QS Part-time S1UCEP

IS = Students of Quantity Surveying course; UEM = Students of Urban Estate Management course; SIUCEP : 
isntute of Urban Construction & Environmental Protection.

Students of Suzhou

igure 5. Responses to the question 'Please indicate which of the following ways computer-assisted teaching/learning 
an help the course of learning or training.'

In this regard, the module-based method can also play a 
ile in implementing the models. Modularised sets of knowl- 
ige bases may facilitate fast searching and easy selection of 
ibject matter items, as these knowledge databases can be 
fuped beforehand in various categories in terms of criteria 
'attributes. Individual module programs or 'micro-systems' 
hich are task-specifically constructed to act as a particular 
l£«face or computer representation, can be quickly initiated 
'Corresponding knowledge items selected and can perform a 
Kicular teachinglearning task. Figure 4 is another screen 
% presented as an example.

TESTING AND FEEDBACK OF THE PROTOTYPE
ROGRAM

'prototype program testing was carried out in the Suzhou
tote of Urban Construction and Environmental Protection

I iP) ^ China and the University of Glamorgan in the
eta!-**"18 ™ SIUCEP was supervised by a member of 
Reaching staff of the Institute, who invited more than 50 
^e«s and staff members to participate in the activity. The 
iu!! mvolved were at the time attending property-related 

Wlthin the Department of Real Estate Management of

SIUCEP. The main procedure involved a brief introduction 
covering the prototype program, the purpose of testing, the 
subjects practising on the prototype program and the volunt 
tanr filling in of the questionnaire provided. The testing car 
ried out at the University of Glamorgan involved all the final- 
year students of BSc/BSc (Hons) degrees in Urban Estate 
Management and some students on the BSc (Hons) Quantity 
Surveying part-time course. The testing procedure was simi 
lar to that used at SIUCEP in China.

More than 140 people both in Britain and China partici 
pated in the exercise, the majority of these were students who 
were attending property-related courses. However, the 
number of valid returned questionnaires was 100, being 30 
out of 50 participants from SIUCEP in China, 1 47 out of 48 
from the final-year students on the Urban Estates Manage-

1. An initial demonstration of the prototype program was made in 
November 1993 for the delegates and trainees of a property valua 
tion seminar at the SIUCEP given by Prof. S.A. Gronow and Dr. N. 
Turner, assisted by Dr. L. Jiang, of the University of Glamorgan and 
co-sponsored by the British Council's ALCS Programme and the 
Ministry of Construction of China. Responses from an unstrucrured 
interview showed a positive feedback. The program was subse 
quently modified.
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Figure 6. Suzhou group profile
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Figure 7. Responses relating to learning with ease by groups
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ment course and 23 out of 32 students on the Quantity Sur 
veying part-time course, all being students of the University 
of Glamorgan, Although the number of valid returned ques 
tionnaires from China is not very large, the 30 random sam 
ples together with those returned from British students is 
considered sufficient to provide enough information for relia 
ble and valid analysis.

The testing was not intended to investigate comparative 
effectiveness before or after using this program for a particu 
lar learning task. Rather, it was an attempt to attract views 
and opinions through the demonstration of the program. The 
prototype program was a model system to demonstrate the 
Possibility of achieving and enhancing teaching and learning 
b"t with the recognition that it would need to be further 
unproved and refined. The essential issue, which was mainly 
wncemed with the testing or investigation, was to see how 
^prototype program and CATL for property valuation 

0 a be assessed or perceived by students in relation to 
""ancing learning.

Tfc questions designed to obtain feedback from the proto- 
/j* Program testing exercise were mainly a dichotomous 
W. »-e. requiring 'Yes' or 'No' answers or, 'checked' to
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indicate agreement with statements suggested or 'unchecked' 
to indicate no opinions for those multiple response questions. 
It was considered appropriate to use questions of a dichoto 
mous type not because they are easy to answer but because 
they facilitate straightforward detection of the subjects' opin 
ions of the questions being asked. For multiple response ques 
tions, this method may help to determine directly which 
statements are receiving priority agreement or selection. In 
order to obtain opinions about the CATL for property valua 
tion as well as that of the prototype program at the same time, 
questions were raised so that both aspects were required to be 
considered together. For example, responses to the question 
'Do you think that a computer-assisted learning program with 
similar features of the prototype system shown will help you 
to learn with ease?' should not only reflect the assessment of 
the prototype program but also imply the appreciation of 
CATL for property valuation.

The Chinese version of the questionnaire has a number of 
additional questions which were intended to obtain a profile 
description of prospective Chinese samples. These include 
questions concerning difficulties in their learning e.g. the 
search for learning materials and examples and those relating
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• Excellent learning aid H Stimulating learning environment
• Interactive learning environment DGood means of sharing resources
• Effectiveness in learning D Prospects to increase efficiency
• Revolutionary approach • None
• Other

Entire QS Part-time UEM Final- 
Population year

SIUCEP

QS = Students of Quantity Surveying course; UEM = Students of Urban Estate Management course; SIUCEP = Students of Suzhou 
Institute of Urban Construction & Environmental Protection.

Figure 8. Responses to the question 'What do yon think that a computer-assisted learning system with similar fea 
tures as the prototype program will provide — ?' based on cases

to their access to computer use. The information derived from 
tx responses to these questions was expected to help make a 
judgement about the feasibility of introducing CATL for 
property valuation in China. The result has shown an encour 
aging sign. Figure 6 presents a summarised description of the 
response of 'Yes' to the question 'Do you use or need to use 
computers either for work or in the course of studies?', about 
fteir access to the use of computers and confidence in a likely 
improvement in the near future. The figure also summarised 
fceir responses regarding difficulties in search of learning 
materials. In this respect, two of the best known features of 
CATL systems, i.e. learning resources sharing and speedy 
torch for available information, may provide great assistance 
k their learning. From the feedback, it was noted that the 
[tarese group (SIUCEP) showed a much larger share for 
CATL can provide great ease in browsing for information' 

Figure 5). This could reflect their expressed difficulties 
, as the Pearson correlation analysis revealed their 

ng -0.1755 and -0.4175 respectively. 
Ifle prototype program enjoyed a very positive apprecia- 

p1 with respect to its ease of use. The responses to the ques- 
'." _° Vou think that a computer-assisted learning program 
m similar features to the prototype system will help you to 
S1 ^ case?' showed that about 89% of the respondents 
fljw with 'Yes'. This was also reflected across all groups 
Lr Ration by a similar phenomenon (see Figure 7). It 

noted that this question also enjoyed a high proportion of 
resP°nses foro those who answered questions relat- 

edge- of CATL (see also Figure?); Of those 
negatively to this question, about 73% consid- 

K could be effective in terms of ease of use if more

detailed instructions about how to use the system were pro 
vided.

- Figure 8 shows the distribution of responses to the ques 
tion 'What do you think a computer-assisted learning system 
with similar features as the prototype program will provide?' 
for each of these suggested answers within the groups. The 
Chinese group demonstrated a certain degree of appreciation 
in terms of'effective learning', 'prospects of increased learn 
ing efficiency' and regarding computer-assisted learning sys 
tems for property valuation as 'a revolutionary approach to 
both teaching and learning'. Whilst '-a stimulating learning 
environment' and 'an interactive learning environment' 
enjoyed a fairly high proportion of responses from the two 
British groups, the rest of the suggested "answers appeared to 
have an even spread of distribution within the two groups.

The prototype program testing created a good impression 
upon the student sample and this was reflected in their 
responses towards the question 'How effective do you think a 
CATL system would be in comparison with the traditional 
classroom tutoring?'. Figure 9 shows that about three quarters 
of cases were for 'More effective' and 'Much more effective'. 
Cross-examination of this with the subjects' "knowledge of 
CATL also revealed a similar proportion of shares. Both 
groups of the population ('I have heard of or know about 
CATL' and 'I have not heard of or know about CATL'), have 
a response of about 75% for 'Much more effective' and 
'More effective'. Looking at the distribution of responses by 
sub-populations of the subjects, the Chinese group demon 
strated a higher proportion of responses in favour of compu 
ter-assisted learning systems, being 62% and 27% for 'More 
effective' and 'Much more effective' respectively. Though
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Effective if ised as 
an aid

3%
Much more

effective
20%

More effective 
55%

Figure 9. Distribution of responses to the question 'How effective do you think a CATL system would be in compari 
son with the traditional classroom tutoring?' for the entire population

being slightly different to the Chinese group in terms of the 
number of responses, the two British groups also showed a 
similar shape of distribution.

To conclude, a positive feedback concerning the introduc 
tion of computer-assisted teaching and learning for property 
valuation has been received through the testing exercise of 
the prototype program. This empirical study has provided the 
research with significant evidence that a CATL approach for 
property valuation in China will be appreciated and wel 
comed from learners' points of view and there will be bene 
fits of improving learning efficiency. The responses from the 
Chinese group of subjects relating to their awareness of 
CATL and confidence-in the future improvement of access to 
computer use clearly supported the presumption of the 
"search about the feasibility of implementing a CATL 
approach in China Although the empirical data were almost 
entirely from the students, who are the major subjects ofcon- 
c«n», it provided support from the perspective of students that 
the introduction of CATL will be effective for learning in 
China.

As has been shown, the prototype program as a simple
model demonstration has received a high appreciation for its
™ui features, i.e. ease in use because of simple screen con-

"• ^^ and easy search for references by using hypertext
f logy and me presentation of learning materials by way

extending knowledge from a simple example. There is a
onsistency of selection between the responses relating to the

^Xs in which CATL can help learning based on respond-
Knowledge of CATL and the responses relating to the
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aspects hi which respondents find ease hi use assuming a 
computer learning system with similar features to the proto 
type program. Together with an examination of the requests 
of respondents for preferred features of a computer learning 
system, four aspects appeared to be of major concern and 
interest

1. ease in use;
2. quick and easy referencing;
3. ability to learn at one's own pace; and
4. ability to suit individual needs.

The large proportion of responses relating to the above 
four aspects may indicate that these are the main factors that 
would affect the confidence of learners in computer-assisted 
teaching and learning.

As expected, there were differences in responses between 
British and Chinese groups. It was particularly so for those 
multiple response questions for which the response rate and 
range of selections by the Chinese group appeared to be 
reserved. However, this should not be understood in a nega 
tive way.

4. CONCLUSION

The study has shown that using a CATL approach to deliver 
the education and training in valuation would be welcomed 
by students. It was recognised that successful CATL course-
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Figure 10. An option provided to view where the location is

An option to jump to other topics

"ares need to take into consideration a wide range of parame- 
*« and constant evaluation is essential to ensure effective 
»d efficient delivery of education and training targets. Tech- 
calty, most of the concerns regarding learning can be 

'solved in CATL with computer power. For example, many 
ffgued that a hypertext-featured system may result in learners 
^g lost in the 'sea of information' available and hence 
7™ Iearning inefficient. However, this can be solved 

U8o the provision of, e.g. a route map and a constant indi- 
for, to show where a particular chunk of information under 

8 & Figures 10 and 11 show an improved interface of 
^stem in the Chinese version.

^dy has also demonstrated that the traditional 
to teaching and learning whereby a" bedrock of 

;e of other discrete subjects is required before, or in

parallel to, the teaching and learning of valuation is not essen 
tial. Jn fact there are distinct advantages of starting with the 
finished valuation and expanding to draw in other areas of 
knowledge when explanations are required. Figures 3 and 4 
are typical examples of a user interface whereby the expan 
sion of knowledge can be implemented to facilitate easy and 
efficient learning.

Finally, with increasingly available and affordable compu 
ter hardware, it is considered that institutional policy and sup 
port is the key to adopting a CATL approach for the 
education and training of property professionals. Without 
these, any project initiated is unlikely to succeed. The reports 
by six universities under the Teaching and Learning Technol 
ogy Programme (TLTP) in the UK presented good case stud-
ics.21
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Wth regard to the education and training in valuation, 
will be benefits reaped from CATL but more research 

• h w it can be realised still remains necessary, particu- 
j!rfv in the areas of how a CATL system can be constructed 
provide an effective and efficient learning environment. 
There is also the issue of educating the educators in this revo 
lutionary method of teaching.

The latest developments of internet and intranet can be 
expected to have even greater impact upon CATL for almost 
every area of learning. The Chinese national efforts in intro 
ducing and developing information technology will no doubt 
benefit China in the education and training of its valuers.
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Preface

This book deals with the sources of local authority income which 
come directly from the taxation of land and buildings. Thus, it 
explains:
(a) the Uniform Business Rate; and
(b) the Council Tax.
Both these taxes contribute to local authority income and both are 
based on the value of land and buildings. A brief overview of their 
development and their role within the context of local government 
is provided within Chapter 1.

They are very different taxes, with different legislation, 
procedures and practice. However, there are similarities, although 
these are relatively few.

For these reasons, the Uniform Business Rate and the Council 
Tax are dealt with totally separately within this text, which 
explains the Uniform Business Rate in Chapters 2-11 and the 
Council Tax in Chapters 13-14. In addition, me criticisms of both 
taxation systems are also explained (in Chapters 12 and 15 
respectively).

This text is written for students on undergraduate courses which 
lead to qualifications within the profession of property valuation. 
It therefore focuses on the aspects of the taxes which affect 
property valuers and managers rather than local authority tax 
administrators. The text also includes information about how 
properties are valued for the purposes of local taxation and 
assumes a knowledge of the so-called traditional methods of 
valuation which would be usual for level 2 (second-year) 
undergraduates on such courses.

The book is designed to plug the gap between the available 
texts, those which are aimed at the practitioners, which are of 
immense practical use, but do not always explain the basic 
principles, and those of encyclopedic dimensions which detail 
everything.

Each chapter is structured in a similar way, beginning with a 
synopsis of the topic and ending with a check-list. The text 
includes references to relevant case law and to sections or
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Preface

regulations within the legislation. In this way, readers are able to 
investigate further primary sources, if required. In addition, a 
bibliography is provided for further references.

This book is written using 'he', 'him' and 'his' throughout. This 
is a deliberate policy which, while much against my natural incli 
nation (as any of my students will recognise), does avoid the very 
awkward 's/he' or (even worse) 'him or her'. It is also the same 
approach adopted by the learned judges in their decisions, some of 
which are quoted within the book - so a degree of consistency is 
maintained. I hope that no one is offended.

The law is stated as it is believed at 1 April 1997 and, therefore, 
includes the provisions of the Local Government and Rating Act 
1997.

Frances Plimmer 
April 1997
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Abbreviations

Within the text, the following abbreviations are used:

1967 Act General Rate Act 1967
1988 Act Local Government Finance Act 1988
1992 Act Local Government Finance Act 1992
AVD antecedent valuation date
et seq and the following
ibid. as above
ISVA Incorporated Society of Valuers and Auctioneers
p. page
pp. pages
para. paragraph
reg. regulation
RICS The Royal Institution of Chartered Surveyors
RV rateable value
s. section
Sch. Schedule
SI Statutory Instrument
UBR Uniform Business Rate
VO Valuation Officer
VOA Valuation Office Agency
VT Valuation Tribunal
YP Year's Purchase

Appendix G contains a glossary of other terms which may prove 
useful to the reader.
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TTie world of rating appears ... to be cloud-cuckoo land, a world 
of virtual unreality from which real cuckoos are excluded 
(although it seems that permission to land will be granted to a 
cuckoo flying in from the real world if it can demonstrate that its 
presence in cloud-cuckoo land is essential, not merely accidental 
...) A valuation for rating purposes must be based on hypotheti 
cal, not real, facts.
per Godfrey JA, in China Light & Power Co. Ltd. v. Comr. for 

Rating and Valuation 1995-2 HKC 42
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Chapter 1

Local taxation

1.1 Synopsis

1.1.1 Local authorities have a variety of sources of income, of which 
some 35% is derived from the value of land.

1.1.2 Central government levies the Uniform Business Rate (UBR) but 
gives the revenue raised to local government to spend on services 
within its area.

1.1.3 Local government levies the Council Tax and uses all the revenue 
it raises for the benefit of services within its area.

1.1.4 The importance of the taxes based on the value of land to local 
authorities is significant in terms of revenue raised.

1.1.5 Each tax is considered separately below and in subsequent 
chapters.

1.2 Local authority functions __

1.2.1 Local authorities spend their revenue (not just the revenue raised 
by the UBR and the Council Tax) in accordance with statutory 
requirements, and this is illustrated in Table 1.1.

1-2.2 The services which local authorities provide are required by 
statute. Acting in breach of statute or in the absence of statutory
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Table 1.1 Local authority spending 1995-96

Amount spent (f ra)

Education
Personal Social Services
Police
Fire
Other Home Office
Highways and transport
Libraries, museums and art galleries
Parks and recreation
Planning and economic development
Waste collection, disposal and regulation
Other services
Total (error resulting from rounded figures)

17,604
7,753
6,044
1,308

895
2,213

775
1,168

687
1,054
4,224

44,005

Proportion of 
total spent

40%
18%
14%
3%
2%
5%
2%
3%
1.5%
2%
9.5%

100%

Source: Original figures from The Chartered Institute of Public Finance and 
Accountancy, Finance and General Statistics, CIPFA, 1995, p. 6.

authorisation is ultra vires and can be prevented, either by district 
auditors or by a legal action by ratepayers. Within the limited 
constraints of their income, the local authorities have the freedom 
to determine the level of services which they choose to provide.

1.2.3 However, there is only flexibility to determine the level of services 
if there is flexibility in the amount of revenue received by local 
authorities.

1.2.4 For 1995-96, the sources of local authority income are indicated 
in Table 1.2.

1.2.5 Government grants are controlled by central government 
Originally the grant system was introduced to reduce the level of 
rates on relatively poor rural areas and to allow those authorities 
responsible to provide a comparable level of services to that 
provided within the relatively rich urban areas.

1.2.6 Other sources of income for local authorities include charges for 
services, which tend to be fixed at or near break-even point and 
allow no room for flexibility. This is also true of any new 
borrowing, which is expensive and unpopular. The sale of assets 
produces little income and reduces capital assets.

1.2.7 Thus, the property-based sources of revenue, i.e. the Uniform 
Business Rate and the Council Tax, which are buoyant, certain and 
predictable in yield, are important for local authorities. Though 
central government fixes the level of the Uniform Business Rate,
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Table 1-2 Local authority budget figures 1995-96

Amount received (£m) Proportion of total
amount received

Central government grants,
including the rate support grant

Uniform Business Rate
Reserves
Other income
Council Tax
Total

36,426

11,874
1,056

275
8,287

57,918

62.8%

20.5%
1.8%
0.5%

14.3%
100%

Almost 35% (20.5% and 14.2%) of local authority income is derived from land- 
based taxes (UBR and the Council Tax).
A total of 83.3% of income is derived from central government, once the 
Uniform Business Rate is added to other central government sources of funding. 
Source: Original figures from The Chartered Institute of Public Finance and 
Accountancy, Finance and General Statistics, CEPFA, 1995, p. 6.

local authorities are free, within central government's capping 
provisions, to fix whatever level of Council Tax they need to meet 
their expenditure.

1.2.8 This text considers both taxes from the point of view of the property 
valuer who is responsible for providing the valuations on which the 
taxes are levied. Reference should be made to other texts for the 
details of other aspects of the taxes, such as their administration.

1.3 Uniform Business Rate (UBR)

1.3.1 The present rating system may be known as the National Non 
Domestic Rate (NNDR) or as the Uniform Business Rate (UBR). 
This text refers to the Uniform Business Rate (UBR) or 'rate' 
throughout.

1.3.2 The UBR was introduced into England and Wales with effect from 
1 April 1990 alongside the Community Charge (or poll tax) under 
the Local Government Finance Act 1988 (as amended) as part of 
the Conservative government's long-standing pledge to reform 
business rates. The reasons for this are now largely historical, but 
reference should be made to Appendix A for an overview.

1.3.3 For the purposes of this text, only the current, post-1990, rating 
system is explained though, where necessary, reference is made to 
the pre-1990 system, if this is likely to be useful in practice or in 
analysing critically the existing system.
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4 Rates defined

1.4.1 The Uniform Business Rate ('rates'), is a tax fixed by central 
government based on the annual value of non-domestic property, 
paid by occupiers or, where there are no occupiers, owners, to a local 
authority which is responsible for providing services within the 
locality. Local authorities are required to forward the revenue 
collected to central government, which redistributes it to local auth 
orities for spending.

1.4.2 The UBR is, therefore, an assigned revenue tax, being fixed by and 
payable to central government and assigned to local government 
for spending.

1.4.3 There are separate UBRs for England and Wales, and, with effect 
from 1 April 1995, there is a UBR in Scotland. The UBR for 
Scotland was set at the same level as that for England (see Table 
1.3). This, and other harmonisation measures, will ensure the same 
rating system throughout Great Britain. (This, of course, excludes 
Northern Ireland, which currently retains domestic rating.)

Table 1.3 Levels of Uniform Business Rate applicable to date

Year________England___________Scotland____________Wales
1990-91*
1991-92
1992-93
1993-94
1994-95
1995-96*
1996-97
1997-98

34.8
38.6
40.2
41.6
42.3
43.2
44.9
45.8

43.2
44.9
45.8

36.8
40.8
42.5
44.0
44.8
39.0
40.5
41.5

* Yeai in which a revaluation came into effect

1.4.4 There are other 'rates', e.g., water rate, sea defence rates, garden 
rate etc., but these should not be confused with the UBR.

1.4.5 The UBR was fixed by the Secretary of State for the Environment 
(for England) and by the Secretary of State for Wales (for Wales) 
for 1990-91 and for 1995-96 (and future years which follow a 
revaluation), and by the Chancellor of the Exchequer for other 
financial years (see 1.6).

1.4.6 The rate paid is based on the rateable value of property (see 
Chapter 5) and is a tax on occupation and, where there is no occu 
pation, on ownership of non-domestic property (see Chapter 2).
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j.4.7 History
Rates originated in its present form as a nationwide property tax as 
a result of the Poor Relief Act 1601, the objective of which was to 
provide a welfare system for
... the necessary relief of the lame, impotent, old, blind and such other 
among them, being poor and not able to work, and also for the putting 
of such children to be apprentices ... (s. 1 Poor Relief Act 1601)

1.4.8 The administration was carried out by the Overseers of the Poor 
and the finance came from the rate levied on:
... every inhabitant, parson, vicar and other, and [on] every occupier 
of lands, houses, tithes ... coal mines or saleable woodlands in the ... 
parish, (ibid.)

1.4.9 Later, the role of administration passed from Overseers of the Poor 
to local authorities, which were authorised to use the income from 
what was more correctly called the general rate for their many and 
varied responsibilities.

1.4.10 The UBR has replaced the general rate, which was a tax fixed by 
local authorities, based on the value of property, paid by local 
people to the local authority which was responsible for providing 
services within the locality. The general rate was abolished with 
effect from 31 March 1990.

1.4.11 With effect from 1 April 1990, the responsibility of local 
authorities to fix the rate was transferred to central government, 
and the liability of occupiers of domestic property to pay rates was 
abolished and transferred to the Community Charge (or poll tax), 
which was replaced by the Council Tax in 1993 (see Chapters 
13-15 and Appendix A).

1.4.12 A more detailed historical timetable is contained in Appendix B.

1.5 Ratepayers

1.5.1 Rates are paid by occupiers of non-domestic property and by 
owners where there is no occupier of non-domestic property.

1.5.2 This occupiers' liability stems from the original 1601 requirement 
for rates to be paid by:
... every inhabitant, parson, vicar and other, and ... every occupier of
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lands, houses, tithes ... coal mines or saleable woodlands in the ... 
parish (Poor Relief Act 1601).

1.5.3 By 1966, 'inhabitants' etc. had been exempted from liability to 
rates, leaving only the 'occupier' responsible for the tax.

1.5.4 Also in 1966, central government extended rate liability to owners 
of empty property. Empty properties continue to receive the 
benefit of such public services as street light and cleansing, police 
and fire services, so it was considered equitable that their owners 
should contribute towards the provision of such services.

1.5.5 Historically, therefore, the liability to rates is an occupiers' 
liability, which is specifically defined as that of an occupier in 
'rateable occupation' (see Chapter 2) for rating law. With effect 
from 1 April 1990, there is a mandatory, statutory liability for 
owners to pay rates on their empty non-domestic property.

1.6 Fixing of the rate

1.6.1 The level of the UBR is fixed for each year based on the level of 
UBR in the previous year plus inflation, which is measured 
according to the rate of inflation for the twelve months up to 
September of the year before that for which the UBR is fixed (i.e., 
for the 1996-97 UBR, the rate of inflation used was that for the 
twelve months beginning September 1995) (Sch. 7, para. 3 Local 
Government Finance Act 1988) as illustrated in Figure 1.1.

1.6.2 This is, in fact, the maximum by which the UBR can be increased 
and there is the opportunity to fix the UBR at a level lower than 
that achieved by the formula. However, the formula ensures that 
the UBR can increase only in line with inflation, and levels of 
UBR to date have, in fact, risen only in line with the (September 
to September) level of annual inflation. The levels of UBR appli 
cable to date are listed in Table 1.3.

1.6.3 There is one UBR set for England, one for Wales, one for the City 
of London, another for the Isles of Scilly and, with effect from 1 
April 1995, one for Scotland. For 1997-98, the Secretary of State 
for the Environment set a UBR of 45.8p for England. The same 
level of UBR was set for Scotland and the Secretary of State for 
Wales set a UBR of 41.5p for Wales.
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A X B C~

where A = last year's UBR

B = last year's RPI for September

C = previous year's RPI for September

For example: for 1997-98, the UBR for England is calculated, as follows:

A X B C~~

where A = UBR 1996-97

B = RPI for September 1996

C = RPI for September 1995
44.9 X 153.8 

150.6 = 45.8p

Figure 1.1 Amount by which the Uniform Business Rate is 
increased every year (except for the year following a revaluation). 
(Schedule 7 para. 3 Local Government Finance Act 1988.)

1.6.4 In the year following a revaluation of all rateable property, in 
which new rating lists come into force, the UBR is determined by 
finding that figure which, when multiplied by the total of all the 
rateable values in the country, raises the same amount of rate 
money as was raised from rateable property in the previous year 
(Sch. 7 para. 4, 1988 Act). The figure so determined is index- 
linked by an amount which does not exceed the rate of inflation 
(see Figure 1.2).

1.6.5 This dependence on a formula to establish the level of rate liability 
enables non-domestic ratepayers to plan and budget for their 
future rate liability without relying on the politically-motivated 
spending policies of their local authorities, which, prior to 1990, 
were able to set their own level of rate, with only limited central 
government interference. It also means that, once the September 
RPI figures are released, the level of UBR for the forthcoming 
financial year can be predicted with accuracy.

1.6.6 The City of London has been treated differently for UBR
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A X B X D
C X E 

where A = last year's UBR

B = last year's RPI for September

C = previous year's RPI for September

D = total rateable value of all the properties 
in the 'old' list and

E = total rateable value of all the properties 
in the 'new' list.

Figure 1.2 Amount by which the Uniform Business Rate is 
increased for the year following a revaluation. (Schedule 7 para. 4 
Local Government Finance Act 1988.)

purposes. Because of its very low resident population and the high 
costs of providing services to support the massive influx of day 
time commuters, the City of London is able to raise a separate rate. 
This was originally introduced in order to avoid a Community 
Charge of about £8,450 per adult, compared with a predicted 
national average of £280.

1.7 Rate collection

1.7.2

1.7.2

1.7.3

1.7.4

Rates is a central government tax raised specifically to support the 
provision of local authority services. The income is, however, 
collected and spent by local authorities.

Having collected the tax, the level of which is set by central 
government (see 1.6 above), the revenue is, notionally, pooled and 
redistributed between all local authority areas based on the 
number of adults in the area. There is one pool for England and 
one for Wales.

The amount paid into the pool for England from 1990-91 to 
1997-98 is estimated to total £93.5 billion (thousand million) and 
equals the amount distributed to local authorities over the same 
period.

In practice, local authorities keep the revenue they raise and, if 
they collect more than they are entitled to under the scheme for
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distribution, pay the excess to central government, or, if they 
collect less than they are entitled to under the scheme for 
distribution, receive the balance from central government.

j.7.5 Should a local authority, for whatever reason, fail to collect the 
UBR as established by central government, it is credited with the 
amount due and no replacement funds are available from central 
government. Local authorities have no alternative but to make up 
the deficit from Council Tax revenue. This is not designed to be 
popular!

1.8 Amount of rates paid

1.8.1 The amount of rates paid is arrived at by multiplying the UBR by 
a value for the property which is called the rateable value (RV). 
Thus: rates paid = UBR X RV.

1.8.2 The UBR or rate is fixed by central government annually for the 
financial year (see 1.6 above), and is always cited in terms of a 
penny rate, e.g., 41.5p (£0.415).

1.8.3 The rateable value is a net annual rental value of the property (see 
Chapter 5) and is the value to which the rate is applied in order to 
calculate the amount of rates payable (rates paid = UBR X RV).

1.8.4 Thus, any one who knows the rateable value of the property occu 
pied and the UBR can easily calculate the annual liability. For 
example: (UBR) 41.4p X (RV) £50,000 produces rates paid of 
£20,700 per annum.

1.8.5 Although the liability to pay rates is a daily liability, the level of 
the rate (UBR) is fixed for a full financial year. Rates can, 
however, be payable in ten equal monthly instalments (see 
Chapter 11).

1.9__ Council Tax ____________

1-9.1 The Council Tax was introduced following the abolition of the 
Community Charge (poll tax) on 1 April 1993 (see Appendix A).

2-9.2 The Council Tax is paid by occupiers and owners of dwellings and 
comprises two elements: the personal element represents 50% of
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the tax payable; and the property element the other 50% of the tax 
(see Chapter 13).

1.9.3 The level of Council Tax is fixed annually by each local (billing) 
authority.

1.9.4 Other authorities, such as police authorities, request a share of the 
revenue from the billing authority. This is called precepting. 
Indeed, in Wales, police authorities are the only major precepting 
authorities following the 1996 local government reorganisation.

1.10 Conclusion

1.10.1 As explained above (1.8), rates paid = UBR X rateable value 
(RV), with the rateable value being fixed by property valuers for 
each financial year. Similarly, the level of Council Tax is, in part, 
dependent upon the value of the dwelling in which the taxpayer 
lives.

1.10.2 Property valuers are, therefore, involved in fixing both the rateable 
value of non domestic property and the value of domestic property 
on which the liability to Council Tax is based. The rateable value 
and the value for Council Tax purposes are strictly denned (see 
Chapter 5 and Chapter 14, respectively), and statute and case law 
are used as well as basic principles of valuation to establish those 
values.

2.10.3 All traditional methods of valuation are used to produce rateable 
values within the legal framework laid down by rating statutes and 
judicial decisions (see Chapter 6).

1.10.4 Having fixed a rateable value or the value for Council Tax 
purposes, it may be necessary to challenge or defend that value 
(see Chapters 9, 10 and 14). Again, valuers are involved in the 
process, even if the challenge is on legal grounds, since the effect 
of the law is likely to be a change in the value of the property.

1.10.5 However, knowledge of traditional valuation techniques and the 
values within the locality are not sufficient to assess such values. 
A valuer needs to understand rating law, the definitions of 'value' 
in both the rating and the Council Tax provisions, and to apply 
valuation skills within that law.

1.10.6 The law is complex but, despite the changes introduced in 1990,
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relatively well established. Many of the principles result from 
judicial decisions, which makes for a vast amount of complex 
legislation. The 1990 Uniform Business Rate was introduced by 
the Local Government and Finance Act 1988 and the detail pro 
vided by a large number of subsequent statutory instruments and, 
together, these have given a definitive legislative basis of rating 
valuation, but this does not alter the fact that the study of rating 
law can be confusing and can only be truly understood by work 
ing within the system.

1.10.7 The aim of this text is:
(a) to explain the law and to include references to more detailed 
sources for those who wish to study in further depth;
(b) to facilitate the solution of practical problems, including the 
carrying out of valuations; and
(c) to encourage informed debate about the reform or the 
replacement of the current system of local property taxation, both 
as a source of local authority revenue and as a basis for taxing 
property.

1.10.8 However, despite the almost inevitable concentration of this text 
on the law of rating which is directed towards fixing a rateable 
value for property, it is important to remember that land taxation 
is only a means to an end, i.e., the raising of revenue by the taxing 
of land and buildings.

1.10.9 Despite its recent reform, the Council Tax has problems (see 
Chapter 15), which are increasing in severity as they remain 
unattended.

1.10.10 Similarly, the existing rating is not a perfect system and con 
tinues to be the subject of debate (e.g. RICS, 1996, The National 
Committee on Rating. Improving the System, The Royal 
Institution of Chartered Surveyors (The Bayliss Report), see 
Appendix C).

1.10.11 It is important that those professionals who operate the local 
property taxation systems, which raise over £20 billion in the UK 
every year, should be part of this informed debate.
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Chapter 2

Liability to pay rates

2.1 Synopsis

2.1.1 Since 1990, rates are paid both by occupiers of rateable property 
(specifically, a hereditament) and by owners of unoccupied 
rateable property (or hereditaments).

2.2.2 However, in each case, the liability to rates is a daily liability. 
(This stipulation was originally introduced to parallel the 
Community Charge, which was also a tax levied on a daily basis.)

2.1.3 Liability to occupied rates exists for rateable occupiers, i.e., those 
who are in actual possession, exclusive occupation, beneficial 
occupation and permanent occupation of their rateable property.

2.1.4 Liability to unoccupied rates exists for owners of empty property, 
who pay only half of the level of rates paid by occupiers.

2.2 Occupied rate liability __

2.2.2 Before rates are payable, there must be, on any chargeable day of 
the chargeable financial year:
(a) a person (ratepayer) in occupation of all or part of the prop 
erty which is rated (called a hereditament); and
(b) rateable property (specifically, a hereditament - see Chapter 
3) shown in a local non-domestic rating list (s. 43 (1) 1988 Act) 
(see Chapter 8).

2.2.2 A 'chargeable day' is a day on which both (a) and (b) above occur 
(s. 43 (1) 1988 Act).
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2.2.3 A person is liable to pay a central rate to the Secretary of State if, 
on any day, that person's name is shown on the central rating list 
(s. 54 (1) 1988 Act and see Chapter 8).

2.2.4 hi addition to the above, an occupier must be in rateable 
occupation of the property and this is defined in case law.

2.3 Rateable occupation

2.3.1 In determining whether a hereditament (defined in Chapter 3) is 
'occupied' and who is the 'occupier', section 65 (2) of the Local 
Government Finance Act 1988 applies the same rules as those 
applied under earlier legislation. Thus, the four tests of rateable 
occupation set out in John Laing & Son Ltd. v. Kingswood Area 
Assessment Committee, (1949), together with most of the judicial 
decisions on the circumstances in which rateable occupation 
occurs, continue to apply.

2.3.2 Occupation
The liability to pay rates was, originally under the Poor Relief Act 
of 1601, and remains, an occupier's liability.
The occupier, not the land, is rateable; but the occupier is rateable in 
respect of the land which he occupies. (Lord Russell of Killowen in 
Westminster City Council v. Southern Rail Co. (1936) at p. 529.)

2.3.3 Although it is often said that a particular property is rateable, this is 
incorrect. What is legally correct is that an occupier is rateable in 
respect of his occupation of the land he occupies. On this basis, if 
there is no occupier, there is no liability to the occupied rate (although 
there is an unoccupied rate, payable by the owner— see 2.4).

2.3.4 In 1949, the Court of Appeal considered the case of John Laing & 
Son Ltd. v. Kingswood Assessment Area Assessment Committee, in 
which it confirmed actual possession, exclusive occupation, 
beneficial occupation, and occupation of sufficient permanence as 
essential elements of rateable occupation. The absence of any one 
of these will cause the occupation in question to be not rateable. 
These elements are considered in greater detail below.

2.3.5 Actual possession
Actual possession is hard to define. It refers to 'possession' in the 
sense of the presence of the occupier on the land but does not 
include 'possession' in the sense of an owner's legal title to land.

Rateable occupation 13
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236 In R. v. St. Pancras Assessment Committee (1877) Lush J said (at 
p. 588):
Occupation includes possession as its primary element, but it also 
includes something more. Legal possession does not of itself constitute 
occupation. The owner of a vacant house is in possession, and mav 
maintain trespass against anyone who invades it, but as long as he 
leaves it vacant, he is not rateable for it as an occupier. If, however, he 
furnishes it, and keeps it ready for habitation whenever he pleases to go 
to it, he is an occupier, though he may not reside in it one day in a year.

On the other hand, a person who, without having any title, takes actual 
possession of a house or a piece of land, whether by leave of the owner 
or against his will, is the occupier of it.

2.3.7 Thus, the courts made a clear distinction between legal possession 
and actual possession.

2.3.8 Legal possession means legal title to use land and is very much a 
matter of law. Legal possession alone will not create liability to 
pay rates (Westminster City Council v. Southern Rail Co. (1936)).

2.3.9 Actual possession means the physical presence of the occupier on 
the land or the acts by which he makes use of or controls the land 
(Southwark London Borough Council v, Bryant Colour Printing 
Co. Ltd. (1977)). The existence of actual possession is very much 
a matter of fact, and in order for someone to be rated as an 
occupier, he must be in actual possession.

2.3.10 It follows from this that if liability to pay rates is based on the fact 
of actual possession, the legal title of the 'occupier' becomes 
irrelevant in determining that liability. So, a trespasser can be a 
rateable occupier and, therefore, liable to rates, provided he has 
actual possession.

2.3.11 Where an owner has any use at all of land, he is the rateable 
occupier of it, unless it can be shown that someone else actually 
occupies it (Westminster City Council v. Southern Rail Co. 
(1936)). (This should be distinguished from the separate 
obligation on owners of unoccupied property to pay rates, which 
is considered in 2.4.).

2.3.12 Thus, a distinction is made between legal possession, which does 
not of itself create liability to occupied rates, and actual pos 
session, which must exist before liability to pay occupied rates can 
arise.
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2.3.13 A mere intention to occupy property is insufficient to create rate 
able occupation. Intention, plus something more, must be present 
(Associated Cinema Properties, Ltd. v. Hampstead Borough 
Council (1943)). Thus, there must be an act of user, which, taken 
together with intention, will create rateable occupation (R. v 
Melladew (1907)).

2.3.14 In R. v. Melladew (1907), the Court of Appeal recognised that the 
form of occupation, which is the basis of liability, necessarily 
varies with the nature of the property involved and that the test 
must be whether the person to be rated has such use of property as 
the nature of the property and of the business connected with it 
renders it reasonable to infer was anticipated when the property 
was acquired or retained.

2.3.15 Although land may be used even though no positive acts are 
carried out with regard to it, for occupation to arise, something 
must actually be done on the land - either on the whole or on a part 
in respect of the whole.

2.3.16 Occupation can result even from a slight use of land (Liverpool 
Corporation v. Charley Union and Withnell Overseers (1913)). In 
the days before 1929, when agricultural land was rated, it was 
recognised that land used for growing crops, etc., was rateable, 
even though no-one set foot on it for months, or even years. In 
Newcastle City Council v. Royal Newcastle Hospital (1959), Lord 
Denning said (at p. 255):
... everyone would say that a farmer 'occupies* the whole of his farm 
even though he does not set foot on the woodlands within it from one 
year's end to another.

2.3.17 Because rates are based on an annual tenancy (see Chapter 5), 
cases arise where, because trade is seasonal during the winter 
months, premises are closed for part of a year, and only tenant's 
fixtures and fittings and some chattels remain. In such cases, the 
tenants are rateable as the occupiers during the winter months 
(Southend-on-Sea (Mayor, etc.) v. White (1900) and Gage v. Wren 
(1903).

2.3.18 This is not as unreasonable as it may at first appear. Rates paid are 
based on the annual rental value of a property, determined accord 
ing to a statutory definition (see 5.3.1). If a property is only 
profitable for part of the year, then the rent paid is based on that 
fact and, presumably, is lower than if profit lasted for twelve 
months. If rates are based on this lower rent, then the seasonal
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profit of the occupation has been taken into account, and to make 
an allowance in the value on which rates are levied for the short 
season would be to compensate the ratepayer twice.

2.3.19 Certain acts do not give rise to occupation. For example, buildings 
in the course of construction or alteration are not rateable because 
there is no occupier. Parts of a building site may, however, be used 
so as to be rateable in the occupation of the builders. For example, 
builders' huts, when occupied in one location for a sufficient 
length of time, have been held to be rateable (see 2.3.49).

2.3.20 When structural alterations are made to a building which con 
tinues to be rateable, then the works may constitute grounds for a 
reduction in the valuation (see also 2.4.42).

2.3.21 Similarly, acts attributed solely to ownership do not render the 
owner rateable - the occupier is rateable in respect of the property 
he occupies. If there is no occupier, then there can be no liability 
to occupied rates (but see Unoccupied rate liability at 2.4). Acts of 
an owner which do not give rise to occupation include the preser 
vation of an empty house from damage or deterioration.

2.3.22 Thus, to summarise, one of the essential elements of rateable occu 
pation is actual possession. For actual possession to be 
established, the property must be used, no matter how trivial the 
use: intention alone is insufficient.

2.3.23 Exclusive occupation
Exclusive occupation involves the use of land by someone who, 
by title or by the nature of the occupation, can exclude everyone 
else from using the land in the same way ( Wakefield District Light 
Railway v. Wakefield Corporation (1908)). Such a person may be 
a rateable occupier even if someone else can use the land in the 
same way, provided the rateable occupier's occupation remains 
paramount (see 2.3.30).

2.3.24 There are occasions when separate occupations will exist in 
respect of the same land. It may be that, because of the exclusive 
nature of each of the uses, separate occupations exist in a situation 
where two (or more) occupiers are able to use the same land but in 
different ways and each is able to exclude the other(s) from using 
the land in the same way they do (Holywell Union v. Halkyn 
District Mines Drainage Co. (1895); Ryan Industrial Fuels Ltd. v. 
Morgan (VO) (1965); Pimlico Tramway Co. v. Greenwich Union 
(1873)).
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2.3.25 Although title is irrelevant in determining rateable occupation, it 
may be considered where the facts are ambiguous. In such cases, 
there is a presumption that the owner of land is the occupier, until 
it is shown that occupation is in the hands of another.

2.3.26 The presumption was used, for example, in Liverpool Corporation 
v. Chorley Union Assessment Committee and Withnell Overseers 
(1912), in the case of a slight user in which reference to title was 
necessary to establish occupation.

2.3.27 Someone without title to the exclusive occupation of land may be 
the rateable occupier if his occupation is exclusive in fact. If the 
character of the use he makes of the land is such that others are 
excluded from using it in the same way, his occupation will (if the 
other ingredients of rateable occupation are satisfied) be rateable.

2.3.28 In determining whether an occupation is exclusive in fact, it is 
necessary to consider whether the person has the enjoyment of the 
premises 'to the substantial exclusion of all other persons' (Lord 
Russell of Killowen in Westminster City Council v. Southern Rail 
Co. (1936) at p. 532).

2.3.29 There is a substantial number of cases where exclusive occu 
pation, and therefore rateability, have been held not to exist. 
Rights of way, for example, will often fail to be exclusive.

2.3.30 It sometimes happens that there are two persons involved with the 
use of land for the same purpose and the question arises which of 
the two is the rateable occupier. The occupation which is rateable 
is the 'paramount occupation'.

2.3.31 In Westminster City Council v. Southern Rail Co. (1936), the prin 
ciples to be applied in determining paramount occupation were 
laid down by Lord Russell of Killowen as follows:
... if the owner of the hereditament (being also in occupation ...) 
retains to himself general control over the occupied parts, the owner 
will be treated as being in rateable occupation; if he retains to himself 
no control, the occupiers of the various parts will be treated as in rate 
able occupation of those parts, (ibid, at p. 530)

2.3.32 From the above, the general principle is that if an occupying 
owner retains control over the use of parts occupied by another or 
others, the owner is in rateable occupation of the whole and is, 
therefore, liable to pay rates. Where the occupation of parts of a 
hereditament is by two parties, it is the person having paramount
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control, or whose occupation is paramount, who is the rateable 
occupier of the jointly-occupied parts.

2.3.33 In applying these general principles, certain rules have been 
established:
(a) for the control of the landlord to be paramount, his control 
must be over the use made of the shared premises;
(b) the amount of control reserved must be examined to see to 
what extent its exercise would interfere with the enjoyment by the 
occupier of the premises in his possession for the purposes for 
which he occupies them, or would be inconsistent with his 
enjoyment of the premises to the substantial exclusion of all other 
persons;
(c) what is important is the nature of the occupation, not the 
legal title from which it is derived. It is immaterial whether the 
title to occupy is attributable to a lease, a licence or an easement;
(d) control over access to the occupied premises without control 
over their use will not create occupation;
(e) the imposition of regulations and/or byelaws over the use of 
premises will not prevent the rateability of the occupier on whom 
these are imposed if it can be shown that they are in the nature of 
restrictive covenants;
(f) the non-rateability of a lodger does not depend upon the 
continued presence of the landlord, but upon the fact that the 
landlord retains control over the use of the whole property;
(g) what is important is not the terms of the grant, but the actual 
occupation (which may be greater or less than the grant).

2.3.34 From case law which was decided at a time when domestic 
property was rated, it was accepted that a 'lodger' (in the popular 
sense) was not rateable, while the tenant of a flat (generally 
speaking) was rateable. A lodger's room consisted of part of a 
larger building, but, in most cases, the lodger occupied subject to 
the general control which the landlord exercised over the whole 
property, including the rooms let to the lodger. The occupation by 
a tenant of a 'flat' was usually rateable because, although he 
occupied part of a larger building, the tenant was usually free from 
the control of a landlord over the use of that flat. These principles 
have been applied to occupations of commercial premises.

2.3.35 The distinction between a lodger and an occupier was made in 
Bradley v. Bayliss (1881), a case concerning parliamentary 
franchise, but which is referred to in rating law:
... where the owner of a house does not let the whole of it, but retains 
a part for his own use, and resides there, and does not let out the
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passages and staircases to the outer door, but only lets to the tenants 
the right of ingress and egress; and where the owner retains the control 
over ... where he retains the right to interfere, and to turn out 
trespassers, and the like; there I consider the landlord is the occupying 
tenant of the house, and the inmate ... is a lodger. That is one extreme 
case.
... where the landlord lets out the whole of the house in separate apart 
ments, ... so as to demise the passages, reserving simply to each 
inmate of the upper floors the right of ingress and egress over the lower 
passages, parting altogether with the whole legal ownership, and 
retaining no control over the house, there ... the inmates are occupy 
ing tenants and are rateable as such. That is another extreme case.

There are a great number of intermediate cases which I can deal with 
only as they arise, (per Jessel MR at p. 195)

2.3.36 Beneficial occupation
The third requirement of rateable occupation is beneficial 
occupation, which means that the occupation should be of value to 
the occupier, for which a tenant would give a rent which is greater 
than the outgoings on the property. It does not mean that the 
occupation should be profitable.

2.3.37 In the case of private property used to make a profit, it has never 
been doubted that, if a profit is made which is totally absorbed by 
the agreed rent to the landlord, the tenant is in beneficial 
occupation and, therefore, rateable.

2.3.38 However, problems arose regarding the occupation of premises 
which were not used to make a profit and case law established that 
such occupiers as charitable organisations which make no profit 
may still be in beneficial occupation of their premises.

2.3.39 The test in rateability is not whether the property will produce a 
profit, but whether it will produce a rent.

2.3.40 The occupation of such properties as schools, where no profit is 
allowed to be made, and sewerage systems, which cannot be 
occupied at a profit, may still be beneficial, since someone would 
pay a rent for the premises, particularly if occupation of such 
premises was required to fulfil a statutory duty (West Bromwich 
School Board v. West Bromwich Overseers (1884); Burton-upon- 
Trent (Mayor etc.) v. Burton-upon-Trent Union (1889)).
... the appellants would not be able to carry out their statutory duties 
as to the disposal of sewage at any other place at a smaller expense. If 
the land and pumping-station in question belonged to a private owner,
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he would let, and the appellants would hire them at a yearly rent 
sufficiently high to support the present rate. (ihid. at p. 198)

2.3.41 Land for which no rent would be paid is said to be 'struck with 
sterility'. Land dedicated to the public as a highway is 'struck with 
sterility', because, while the dedication lasts and the public has 
such extensive rights of user over it, no tenant would pay rent for 
it. (The 'public' is not a rateable occupier.)

2.3.42 Public parks and recreation grounds subject to extensive public 
rights of user may not be in the beneficial occupation of the local 
authority which owns and maintains them. The test is whether the 
public has 'free and unrestricted use' of the park, to the extent that 
no tenant would pay a rent for it. (Lambeth Overseers v. London 
County Council (1897) (the Brockwell Park Case)). Public parks 
are now exempt rates (see 4.3.29), but the principles are applied to 
other similar occupations.

2.3.43 Provided there is actual occupation (i.e., acts of user), and the 
occupation is exclusive, the fact that the hereditament may not be 
used to the full by the occupier is irrelevant. Rateability can only 
be avoided by abandoning the use of the hereditament altogether.

2.3.44 There are certain acts which do not constitute beneficial 
occupation. An owner is not rateable just because he keeps a 
caretaker on the premises, where the caretaker's duties are limited 
to the preservation and protection of the premises and facilitating 
the entry of the owner (Yates v. Chorlton-upon-Medlock Union 
(1833)).

2.3.45 Although the keeping of furniture or other chattels in a property 
not otherwise used generally amounts to beneficial occupation, 
where furniture or goods are left behind when premises are 
vacated because it is simply not worth removing them, this does 
not amount to beneficial occupation.

2.3.46 Briefly then, beneficial occupation means occupation which is of 
value, i.e., where the property is capable of supporting a rent or 
where, because of the nature of the occupier, a rent would be paid 
to occupy that property.

2.3.47 Permanent occupation
To be rateable, occupation must have a sufficient degree of 
permanence, and the courts will consider not only the length of the 
occupation but its character as well. In R. v. St. Pancras
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Assessment Committee (1877), the question of permanence was 
discussed by Lush J at p. 589:
As the poor-rate is not made day by day, or week by week, but for 
months in advance, it would be absurd to hold that a person, who 
comes into the parish with the intention to remain there a few days or 
a week only, incurs a liability to maintain the poor for the next six 
months. Thus a transient, temporary holding of land is not enough to 
make the holding rateable.

2.3.48 Although the liability to the Uniform Business Rate under the 
1988 Act is a daily liability, it seems that the principle of a 
sufficient degree of permanence is still applied to the nature of the 
occupation.

2.3.49 Builders' huts in position for more than a year have been held to 
be rateable, and in London County Council v. Wilkins (VO), 
(1956), it was said at pp. 48-9:
An occupation is not the less permanent because it is that of a lessee 
who holds under a lease for a fixed term ... an occupation can be 
permanent even though the structure or other chattel which is the 
means of occupation is removable on notice.... It may be that 
permanent signifies no more than continuous, as opposed to 
intermittent, physical possession of the soil ... a tenant at will has an 
occupation that is sufficiently permanent.... The rate is an annual 
impost on the occupier in respect of his profitable occupation of land. 
... If such an occupation in fact endures for a year or more, I do not see 
why the occupier should not contribute to the current fund of the 
rating area for that period.

2.3.50 Liability to have an occupation terminated by notice or at will does 
not prevent the occupation from being rateable. Thus, a weekly 
tenant of a property has a sufficient degree of permanence for 
rateability, because occupation in fact continues for longer.

2.3.51 In the case of markets where stall-holders erect their stalls on a 
regular weekly basis, rateability is not avoided because the market 
is only held on certain days. It is the occupier of the market as a 
whole, rather than individual stall-holders, who would be rateable 
in such circumstances.

2.3.52 The character of the occupation as well as length is also important. 
Short-term quarrying of nine months and even six months has 
been held sufficiently permanent, because of the nature of the 
occupation, and a 'twelve-month working rule' has been rejected 
by the courts.
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2.3.53 Thus, the degree of permanence needed for rateable occupation 
depends on the actual length of the occupation, as well as the nature 
of the occupation. The rate is fixed for twelve months, so liability 
to pay rates results from a relative permanence of occupation.

2.3.54 It is recognised that all four essentials of rateable occupation must 
be present before liability to pay occupied rates exists.

2.4 Unoccupied rate liability

2.4.1 In addition to the occupier's liability to pay rates, there is a 
liability on owners to pay the Uniform Business Rate which is 
levied on their unoccupied non-domestic rateable property (see 
1.5.4 and Chapter 3).

2.4.2 Owners often pay rates in their capacity as occupiers, and although 
the rating of owners (in their capacity of owners) existed prior to 
1990, the provisions laid down in the Local Government Finance 
Act 1988 mark a radical departure from the earlier situation.

2.4.3 Charging provisions
The rating of owners of unoccupied hereditaments (rateable 
property) is compulsory, although they are required to pay only 
half the normal (occupied) level of rates.

2.4.4 Before the unoccupied rate becomes payable, the following 
conditions (s. 45 (1) 1988 Act) must be fulfilled on any day in the 
year, namely:
(a) a relevant non-domestic hereditament (defined in Chapter 3) 
must be shown in a local non-domestic rating list (see Chapter 8);
(b) all of that hereditament must be unoccupied;
(c) the hereditament must fall within a description prescribed by 
the Secretary of State for the Environment; and
(d) the ratepayer must be the owner of the whole of the 
hereditament.

2.4.5 The 'owner' of a rateable property is 'the person entitled to 
possession of it' (s. 65 (1) 1988 Act). It is not necessary to own a 
freehold or leasehold interest in the land in order to be an 'owner' 
for rating purposes.

2.4.6 Despite the origins of rates as a tax on the occupation of land, the 
rating of owners has occurred because it is generally accepted that
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owners of property which benefit from services provided by the 
local authority should contribute towards this provision, and rating 
law has been altered to reflect this change of attitude (although the 
current provisions have been criticised, see, for example, 
Appendix C, paras. 67-9).

2.4.7 It is also true that making owners liable for rates in some situations 
facilitates rate collection for the billing authority. By making the 
owner responsible for rate payment, either by altering the 
hereditament from several to one, or by making the owner a 'go- 
between', rate collection becomes easier and more certain and, 
therefore, cheaper for all ratepayers.

2.4.8 However, where owners are liable for the unoccupied rates, they 
pay in respect of properties which are empty.

2.4.9 Chargeable amount
The unoccupied rate due from the owner/ratepayer is half that 
payable by an occupier, i.e., it is one half of the chargeable amount 
for each chargeable day (on the basis of the circumstances which 
existed immediately before the day ends).

2.4.10 The chargeable amount is calculated by multiplying the rateable 
value (see 5.3.1) shown in the rating list (see Chapter 8) by the 
Uniform Business Rate and dividing the result, first by the number 
of days in the chargeable financial year and then by two, so that 
only half the normal rate liability is payable by owners of unoccu 
pied property (s. 45 (4) 1988 Act).

2.4.11 Where the owner/ratepayer is a charity or trustee for a charity, and 
it appears that when next in use the hereditament will be wholly or 
mainly used for charitable purposes, the amount payable is one- 
fifth of the unoccupied rate, as calculated above (s. 45 (5) and (6) 
1988 Act) (see 4.5.1-2).

2.4.12 Empty properties
The provisions relating to the rating of unoccupied property are 
laid down in s. 45 of the 1988 Act. Particular classes of un 
occupied property to which these provisions apply are specified by 
the Secretary of State.

2.4.13 Liability to be rated in respect of unoccupied property attaches to 
owners (i.e., the person entitled to possession) of the relevant 
hereditaments.
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2.4.14 The hereditament must have been unoccupied for a continuous 
period exceeding three months (s. 2 (a) Non-Domestic Rating 
(Unoccupied Property) Regulations 1989 (SI 1989 No. 2261)). 
Where the hereditament has been unoccupied and then becomes 
occupied for a period of less than six weeks, that period of less 
than six weeks' occupation is considered as a period of 
unoccupation, for the purposes of calculating the three-month 
period. Thus, it is not possible to extend the three-month 'rate- 
free' or 'void' period by installing very short-term tenants (ibid s 
3).

2.4.15 Special provisions exist (s. 44A 1988 Act) to require the valuation 
officer (who is responsible for valuing the property - see 5.2.4-6) 
to apportion the assessment of property, part of which is 
temporarily empty or which is being occupied and vacated in 
stages, at the request of the billing authority. The apportioned 
assessment enables the billing authority to levy rates solely on the 
occupied area of the property.

2.4.16 Exemptions
Hereditaments which are exempt from the unoccupied rate 
are listed in the Non Domestic Rating (Unoccupied Property) 
Regulations 1989 (SI 1989 No. 2261), as amended by the 
Non Domestic Rating (Unoccupied Property) (Amendment) 
Regulations 1995 (SI 1995 No. 549).

2.4.17 Thus, an owner of an unoccupied hereditament is not liable to pay 
rates on property which is empty where:
(a) the owner is prohibited by law from occupying or allowing 
the hereditament to be occupied;
(b) the hereditament is kept vacant because either the Crown or 
any local or public authority intends prohibiting occupation, or 
acquiring it;
(c) the hereditament is the subject of a building preservation 
notice (ss. 54 and 58 Town & Country Planning Act 1971);
(d) the hereditament is included in the Schedule of monuments 
compiled under the Ancient Monuments and Archaeological 
Areas Act 1979;
(e) the empty property is an industrial hereditament (see 4.3.29);
(f) the empty property is a warehouse (see 4.3.29);
(g) the empty hereditament has a rateable value not exceeding 
£1,500 (with effect from 1 April 1995).

2.4.18 There are other exemptions which basically refer to the status of 
the owner, e.g., if he is entitled to possession in his capacity as a
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personal representative of a deceased person, as a trustee under a 
deed of arrangement, or as a liquidator under the Insolvency Act 
1986.

2.4.19 The billing authority has the discretionary power to reduce or 
remit the payment of rates on unoccupied property if it is 
considered that enforcing payment will cause hardship to the 
person liable (s. 49 1988 Act - see 4.5.8-9).

2.4.20 'Mothballed' factories
Despite the principle of rating law that any use of property 
constitutes beneficial occupation and, therefore, rateable 
occupation (see 2.3.36-46), plant and equipment located in an 
industrial property which is otherwise unoccupied will not create 
a liability for unoccupied rates (s. 65 (5) 1988 Act).

Thus, where for reasons of an industrial recession, for example, 
a factory is fully equipped but not otherwise in occupation, no 
liability for unoccupied rates exists.

2.4.21 Newly-completed or structurally-altered buildings
When a property becomes empty, either following its original 
construction or following substantial structural alterations, there is 
a three-month 'rate-free' or 'void' period before rates become 
payable.

2.4.22 However, while such a building is undergoing building works, the 
owner is usually seeking a tenant, unless the property is purpose- 
built for a particular occupier who will pay the occupied rate 
liability on occupation.

2.4.23 Should it become likely that an occupier will not be available for 
the building once it is completed, the owner is faced with the 
prospect of having an empty building, producing no income, for 
which he is liable to pay unoccupied rates.

2.4.24 In such a case, an owner may be tempted to delay completion of 
the building until a potential tenant is secured, in order to avoid the 
unoccupied rate liability.

2.4.25 If the building is incomplete to the extent that no one will 
pay a rent for it, then it is incapable of being beneficially 
occupied (see 2.3.36-46) and therefore incapable of rateable 
occupation. If no rent would be paid for it, no rateable value 
can be fixed.
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2.4.26 If the building, while still incomplete, is capable of beneficial 
occupation as it stands, then the assessment is likely to be 
substantially below that which the finished building would 
command and, for that reason, the rates bill will be lower.

2.4.27 However, the billing authority is able to have the building treated 
as complete under certain circumstances and, as a result, unoccu 
pied rates will be paid by the owner on the full value, assuming the 
building to be complete.

2.4.28 Completion notice
With effect from 1 January 1990, a billing authority has 
discretionary power to serve a completion notice on the owner of 
a non-domestic building where the billing authority is of the 
opinion that the building has been completed, or that the work 
remaining to be done is such that it can reasonably be expected to 
be completed within three months (s. 46A and Sch. 4A, 1988 Act, 
as amended).

2.4.29 If, in the opinion of the billing authority, the building is complete 
or the work outstanding can be completed within three months, it 
can serve a completion notice on the owner, stating that, from a 
date specified within the notice, the building will be treated as 
complete. The three-month 'void' period will run from that date, 
after which the unoccupied rate will become payable (Sch. 4A, 
para. 1 (1) 1988 Act).

2.4.30 Where a building is considered to be complete, the date specified 
is the date on which the completion notice is served (Sch. 4A, 
para. 2 (3)).

2.4.31 'Completed' means ready for occupation for the purpose for 
which it was constructed or adapted (Ravenseft Properties Ltd. v. 
Newham London Borough Council (1975)).

2.4.32 For the purposes of Sch. 4A, the owner is 'the person entitled to 
possession of the building' (Sch. 4A, para 10 (2) 1988 Act).

2.4.33 The valuation officer may prevent the service of a completion 
notice by writing to the billing authority (Sch. 4A, para. 1 (1) 1988 
Act).

2.4.34 A completion notice must specify the building to which it relates 
and state the day which the authority proposes as the completion 
day for the building (Sch. 4A, para. 2(1)).
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2.4.35 The completion notice will take effect even if the work 
outstanding is not carried out within the time-limit specified in the 
Notice. What is relevant is that, in the opinion of the billing 
authority, the work outstanding can be completed within the time- 
limit set.

2.4.36 The effect of the completion notice is that from the date specified 
(or such other date as is agreed or determined by the valuation 
tribunal) the building is to be treated as unoccupied and, three 
months after that date, the owner becomes liable to the unoccupied 
rate (Sch. 4A, para. 5 1988 Act).

2.4.37 Appeal against a completion notice is to the valuation tribunal (see 
9.2) (Sch. 4A, para. 4(1)).

2.4.38 If the date specified in the notice is unacceptable to the owner and 
another date is agreed between the owner and the billing authority, 
that date becomes the date from which the building will be treated 
as complete and the original notice is deemed to be withdrawn 
(Sch. 4A, para. 3 (1)).

2.4.39 Similarly, a completion notice can be withdrawn by the service on 
the owner of another completion notice, although once the appeal 
procedure has been initiated, this means of withdrawal can only be 
carried out with the consent of the owner. (Sch. 4A para. 1 (4)). 
However, once the valuation tribunal has determined the 
completion date, this method of withdrawal is not available.

2.4.40 When a property becomes occupied, the occupied rate is payable 
by the occupier, at which point the owner's liability ceases.

2.4.41 A copy of the completion notice must be served on the valuation 
officer and, if such a notice is withdrawn or if the date specified is 
varied by agreement, the billing authority is required to inform the 
valuation officer.

2.4.42 Structural alterations
Where structural alterations transform a property into another 
hereditament or several hereditaments, the original hereditament is 
deemed, for the purposes of the unoccupied rate, to have ceased to 
exist and to have been omitted from the rating list on the date on 
which the structural alterations are completed (s. 46A (5) and (6)).

2.4.43 The date on which the structural alterations are deemed to be 
completed is to be determined in accordance with the completion
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2.4.41 A copy of the completion notice must be served on the valuation 
officer and, if such a notice is withdrawn or if the date specified is 
varied by agreement, the billing authority is required to inform the 
valuation officer.

2.4.42 Structural alterations
Where structural alterations transform a property into another 
hereditament or several hereditaments, the original heriditament is 
deemed, for the purposes of the unoccupied rate, to have ceased to 
exist and to have been omitted from the rating list on the date on 
which the structural alterations are completed (s. 46A (5) and (6)).

2.4.43 The date on which the structural alterations are deemed to be 
completed is to be determined in accordance with the completion
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notice procedure (see 2.4.28-41). However, this does not affect 
any liability to pay the unoccupied rate prior to the completion of 
the structural alterations.

2.4.44 Should the owner dispute the date given, it is open to the billing 
authority and the owner to negotiate another date on which the 
building will be deemed to be complete. But, failing agreement, 
the owner can appeal against the completion notice to the 
valuation tribunal. The appeal must, however, be made within four 
weeks of the service of the completion notice (reg. 29 (1) Non 
Domestic Rating (Alteration of Lists and Appeals) Regulations 
1993 (SI 1993 No. 291) (see 9.12).

2.4.45 An appeal to the valuation tribunal must be based on the grounds 
that the building to which the notice relates has not been, or, as the 
case may be, cannot reasonably be expected to be completed by 
the date specified (Sch. 4A, para. 4 (1)).

2.4.46 It is also possible to ask a valuation tribunal to review its decision 
in circumstances where new evidence, which could not have been 
ascertained by reasonably diligent inquiries, or could not have 
been foreseen, has become available since the conclusion of the 
proceedings (reg. 45 (1) (b) & (6) Non Domestic Rating 
(Alteration of Lists and Appeals) Regulations 1993 (SI 1993 No. 
291), see 9.12.2).

2.4.47 Provisions exist to ensure that owners do not avoid liability to 
contribute towards the cost of the post-revaluation transitional 
arrangements (see 4.6.4) by carrying out works which remove 
their property from the rating list (Non Domestic Rating 
(Chargeable Amounts) Regulations 1994 (SI 1994 No. 3279) - 
refer also to the Valuation Office Agency Practice Note - 
Revaluation 1995: Altered Hereditaments).

2.4.48 For further details of appeals procedures and the work of the 
valuation tribunal, see Chapters 9 and 10.

2.5 Check-list _________________

2.5.2 In order for liability to the occupied rates to exist, there must be a 
rateable occupier. Occupation is a matter of fact and not legal title. 
If owners have any use of land, they are rateable as occupiers 
(2.2-2.3.3).
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252 F°r t^ere to be a rateable occupier, the four essential elements of 
rateable occupation must exist (2.3.4).

253 Actual possession means the physical presence of the occupier on 
the land or the acts by which he makes use of or controls the land. 
Legal title is irrelevant (2.3.5-22).

2 5.4 Exclusive occupation is the ability to exclude everyone else from 
using the land in the same way. Where two occupiers use land in 
a similar way, it is the person in paramount occupation who is the 
rateable occupier (2.3.23-35).

2.5.5 Beneficial occupation means that the occupation must be valuable, 
not profitable. The occupation must be capable of producing a 
rent. Land 'struck with sterility' is not rateable (2.3.36-46).

2.5.6 Permanent occupation must be considered in the light of the 
duration and the nature of the occupation (2.3.47-53).

2.5.7 The unoccupied rate is half the level of the occupied rate and is 
paid by owners of unoccupied property after a three-month 'rate- 
free' period (2.4).

2.5.8 Billing authorities have a discretionary power to serve a 
Completion Notice on owners on newly-completed or structurally- 
altered buildings in order to bring them into rate liability 
(2.4.28-46).
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Chapter 3

The hereditament

3.1 Synopsis

3.1.1 The Uniform Business Rate is a tax levied on land and buildings, 
specifically on relevant non-domestic hereditaments, i.e., units of 
rateable property, being lands and buildings, mines and advertis 
ing rights.

3.1.2 Chattels may be rateable if they are occupied with and enhance the 
value of land. Chattels which are plant and machinery may be 
rateable if the items of plant and machinery are listed in the 
appropriate legislation. They may be valued as a hereditament 
together with land and buildings or as a separate hereditament.

3.1.3 The unit of rateable property which is taxed is called the 
'hereditament' and is denned in case law.

3.2 Rateable property

3.2.1 Property which is liable to be rated is defined (s. 64 (4) 1988 Act) 
as: lands, mines, sporting rights which are severed from the 
occupation of the land on which the right is exercisable, and 
(under s. 64 (2) 1988 Act) a right to use any land for the purpose 
of exhibiting advertising.

3.2.2 The rating of mines and mineral rights is a specialism and is not 
considered further in this text.

3.2.3 Sporting rights, which were rateable prior to 1 April 1997, are now 
exempt (s. 2 Local Government and Rating Act, 1997 - see 
4.3.17).
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3 2.4 The word 'lands' is taken to mean everything on, over or under 
the surface of land and will, therefore, include buildings and areas 
of surface water (Electric Telegraph Co. v. Salford Overseers 
(1855)).

3.2.5 All land and buildings are rateable property unless specifically 
exempted by statute (see Chapter 4).

3.2.6 Although it is often said that a particular property is rateable, 
this is not strictly true. The liability to pay occupied rates rests 
on the occupier who is rateable in respect of his occupation of 
property.

3.2.7 Although not part of the land, chattels may be rated with the land, 
if they are enjoyed with and enhance the value of the land. For 
example, builders' huts and caravans are chattels, but once they 
are occupied with land and enhance its value, they will combine 
with the land to create a rateable unit (London County Council v. 
Wilkins (VO) (1957) and Field Place Caravan Park Ltd. v. 
Hording (VO) (1966)).

3.2.8 Chattels which are plant and machinery are rateable if the item of 
plant and machinery is specified in the relevant regulations (see 
3.2.21-3.2.43). Such items are then deemed to be part of the 
hereditament, which is valued at its enhanced value. No account 
is taken of the value of any other plant and machinery which is 
in or on the hereditament but not specified in the regulations.

3.2.9 Certain incorporeal rights, such as easements, tolls and rights of 
common are rateable if the exercise and enjoyment of them 
involves the exclusive occupation of land. The facts of the 
occupation would decide liability, not the fact that the easement is 
the source of the right to occupy (see 2.3).

3.2.10 Advertising rights
Advertising rights are defined (s. 64 (2) 1988 Act) as a right to use 
any land for the purpose of exhibiting advertisements where:
(a) the right is let out or reserved to any person other than the 
occupier of the land, or
(b) where the land is not occupied for any other purpose, the 
right is let out or reserved to any person other than the owner of 
the land.

3.2.13 An advertising right which is not occupied together with land (and 
is therefore rateable under s. 64 (2) above) is considered to be
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occupied by the person for the time being entitled to the right (s. 
65 (8) 1988 Act).

3.2.12 An advertising right may also be enjoyed together with the 
land and/or buildings on which it is displayed, in which case 
it is not rated separately from the land. Instead, the land, 
buildings and advertising right are valued together as one unit 
of rateable property, and the occupier is taxed in the normal 
way.

3.2.13 In cases where:
(a) land consists of rateable property (specifically, a her 
editament - see 3.3) which is used permanently or temporarily for 
the exhibition of advertisements or for the erection of a structure 
used for the exhibition of advertisements;
(b) the right is not occupied separately from the land; and
(c) the hereditament is not occupied apart from the advertising
use;
then the hereditament is treated as occupied by the person
permitting it to be so used or, if that person cannot be ascertained,
by the owner (s. 65 (8A) 1988 Act).

3.2.14 Plant and Machinery
All plant and machinery is exempt unless it is mentioned in the 
Act, or the Regulations which accompany the Act.

3.2.15 The Valuation for Rating (Plant and Machinery) Regulations 1994 
(SI 1994 No. 2680) were introduced with effect from 1 April 1995. 
The figures used for the revaluation which took effect on 1 April 
1995 are those which are deemed to apply at the valuation date of 
1 April 1993 (see 5.4.38 et seq.).

3.2.16 The 1994 regulations specify (reg. 4) that the previous 1989 
regulations (Valuation for Rating (Plant and Machinery) 
Regulations 1989 (SI 1989 No. 441)) apply only to the 1990 
rating lists, i.e., to the lists which were in force until 31 March 
1995.

3.2.17 Only those items of plant and machinery specified in the 
Schedule to the 1994 Regulations are deemed to be part of the 
hereditament in or on which the item exists (reg. 2 (a) (i)). All 
other items of plant and machinery have no effect on the rent to 
be fixed (reg. 2 (a) (ii)) (including the effect of any item of plant 
and machinery which is not in or on the hereditament being val 
ued (reg. 2 (b)).
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3 2 18 'Plant and machinery' is not defined. In Yarmouth v. France 
(1887) (a case involving employer's negligence) 'plant' was 
described as
the materials or instruments which the employer must use for the 
purpose of carrying on his business ... (at p. 652)

The term does not include stock-in-trade, nor does it include the 
place in which the business is carried on.

3.2.19 Plant and machinery may or may not be an integral part of the 
hereditament. It may be a separate hereditament and valued as 
such, or it may be a part of a hereditament and be valued together 
with the land and buildings, so that its value increases the value of 
the whole.

3.2.20 The Valuation for Rating (Plant and Machinery) Regulations 1994 
(SI 1994 No. 2680) provide that in valuing any hereditament
the value of any other plant and machinery [which is not listed] has no 
effect on the rent to be estimated, (reg. 2 (a))

3.2.21 Regulation 3 requires the valuation officer, on written request, to 
supply the occupier with particulars in writing indicating which 
items of plant and machinery have been assumed to form part of 
the hereditament or whether any particular item has been assumed 
to form part of the hereditament. There is no time-limit within 
which the valuation officer has to comply, nor is the valuation 
officer required to supply the valuations themselves.

3.2.22 The 1994 Regulations include a Schedule of 'Classes of Plant and 
Machinery to be Assumed to be Part of the Hereditament' (and, 
therefore, rateable).

3.2.23 Generally items are given their trade or technical names and the 
meaning of such terms can be proved by expert evidence. 
However, according to Salmon LJ, in Chesterfield Tube Co. Ltd., 
v. Thomas (TO) (1970), at p. 737:
The question ... is what they mean to rating valuers and surveyors, the 
occupiers of hereditaments and the practical technicians concerned 
with the design, making and operation of the plant and machinery 
which the hereditaments contain.

3.2.24 There are four classes of plant and machinery assumed to be part 
of the hereditament and these are broadly grouped into power, 
services, conveying and named structures.
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3 2.25 Class I - power class
Plant and machinery specified in Table 1 (together with any of the 
appliances and structures accessory to such plant or machinery 
and specified in the List of Accessories) which are used or 
intended to be used mainly or exclusively in connection with the 
generation, storage, primary transformation or main transmission 
of power in or on the hereditament.

3.2.26 'Transformer', 'primary transformation of power' and 'main 
transmission of power' are defined.

3.2.27 Table 1 includes steam boilers, gas turbines, storage batteries, 
motor generators, switchboards, sluice gates, hydraulic engines, 
air compressors, windmills, pulleys and wheels, motors used 
mainly for driving any plant and machinery falling within Class 1 
and solar panels (unless used for heating water). These are all 
listed, and therefore rateable.

3.2.28 Class 2 - services class
Plant and machinery specified in Table 2 (together with any of the 
appliances and structures accessory to such plant or machinery 
and specified in the List of Accessories) which are used or 
intended to be used mainly or exclusively in connection with 
services to the land or buildings of which the hereditament 
consists, other than any such plant or machinery which is in or on 
the hereditament and is used or intended to be used in connection 
with services mainly or exclusively as part of manufacturing 
operations or trade processes.

3.2.29 'Services' is defined as heating, cooling, ventilating, lighting, 
draining or supplying of water and protection from trespass, 
criminal damage, theft, fire or other hazard.

3.2.30 Thus, the following examples from Table 2 are listed (and there 
fore rateable), unless they are used mainly or exclusively as part 
of manufacturing operations or trade processes: water heaters, 
radiators, refrigerating machines, electric lamps, sewage treatment 
plant and machinery, tanks, pumps, fire-alarm systems, blast 
protection walls, lightening conductors, security and alarm 
systems, shutters, grilles, and fences.

3.2.32 The List of Accessories relates to both Classes 1 and 2, and 
includes foundations, settings, gantries, supports, platforms and 
stagings for plant and machinery; pipes, ducts, valves, traps, 
separators, filters, coolers, purifying and other treatment 
apparatus; shafting supports, belts, ropes and chains; instruments
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and apparatus attached to the plant and machinery, including 
computers, meters, gauges, measuring and recording instruments, 
automatic or programmed controls, temperature indicators, alarms 
and relays.

3.2.32 Class 3 - conveying class 
The following items:
(a) railway and tramway lines and tracks and associated fixed 
accessories and equipment;
(b) lifts, elevators, hoists, escalators and travelators;
(c) cables, wires and conductors used or intended to be used in 
connection with the transmission, distribution or supply of 
electricity other than such items which are comprised in the 
equipment of and are situated within premises, i.e., any her 
editament other than the one used or intended to be used mainly or 
exclusively for the transmission, distribution or supply of 
electricity;
(d) poles, posts, pylons, towers, pipes, ducts, conduits, meters, 
switchgear and transformers, used or intended to be used in 
connection with any other items in (c) above;
(e) cables, fibres, wires and conductors used or intended to be 
used in connection with the transmission of communication 
signals and which are comprised in the equipment of and are 
situated within premises, i.e., any hereditament which is used or 
intended to be used mainly or exclusively for the processing or the 
transmission of communications signals;
(f) poles, posts, towers, masts, mast radiators, pipes, ducts and 
conduits and any associated supports and foundations used or 
intended to be used in connection with any of the items listed in 
(e) above;
(g) a pipe-line, i.e., a pipe or system of pipes and associated 
fixed accessories and equipment for the conveyance of anything, 
not being:
(i) a drain or sewer; or
(ii) a pipe-line which forms part of the equipment of, and is whol 
ly situated within, a factory or petroleum storage depot, a mine, 
quarry or mineral field or a natural gas storage or processing 
facility or gas holder site; and where a pipeline forms part of the 
equipment of, and is situated partly within and partly outside, such 
premises, excluding:
(1) in the case of a pipe-line for the conveyance of anything to 
the premises, so much of the pipe-line as extends from the first 
control valve on the premises; and
(2) in the case of a pipe-line for the conveyance of anything 
away from the premises, so much of the pipe-line as extends from 
the last control valve on the premises;
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but not excluding so much of the pipe-line as comprises the first 
or, as the case may be, the last control valve.

3.2.33 Class 4 - named structure class
The items specified in Tables 3 and 4, except:
(a) any such item which is not, and is not in the nature of, a 
building or structure;
(b) any part of any such item which does not form an integral 
part of such item as a building or structure or as being in the nature 
of a building or structure;
(c) so much of any refractory or other lining forming part of any 
plant or machinery as is customarily renewed by reason of normal 
use at intervals of less than fifty weeks;
(d) any item in Table 4 the total cubic capacity of which 
(measured externally and excluding foundations, settings, 
supports and anything which is not an integral part of the item) 
does not exceed four hundred cubic metres and which is readily 
capable of being moved from one site and re-erected in its original 
state on another without the substantial demolition of any 
surrounding structure.

3.2.34 Table 3 includes the following items: blast furnaces; bridges; 
coking ovens; floating pontoons; foundations; fixed gantries; 
headgear for mines, quarries and pits; radio telescopes; settings; 
turntables; walkways, stairways, handrails, catwalks, stages, 
staithes and platforms; well casings and liners.

3.2.35 Table 4 (which is limited by the size condition imposed by (d) above) 
includes: accelerators; boilers; furnaces, kilns, stoves and ovens; 
chambers and vessels; heat exchangers; reactors; incinerators; silos; 
stills; tanks; vats; washeries for coal; and wind tunnels.

3.2.36 All these items must be readily capable of being moved from one 
site and re-erected in their original state on another site without the 
substantial demolition of any surrounding structure.

3.2.37 Rateable items under Class 4 must be or be in the nature of a structure 
or building. Elliot's Bricks Ltd v. Hartley (VO) (1990) provides a 
useful summary of all aspects that need to be considered when estab 
lishing liability for plant and machinery which is in the nature of a 
structure.

3.2.38 Naming
In order to be rateable, an item of plant and machinery must be 
named in the order. If it is not named in generic terms in the order, 
it is not rateable. Therefore, consider what the item does.
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3.2.39 In Union Cold Storage Co. Ltd. v. Phillips (VO) (1973) it was held 
that cold rooms and freezer rooms, which are not listed, were, in 
effect, 'chambers for refrigeration' and as such listed and, 
therefore, rateable.

3.2.40 But it is important to remember that the trade or technical meaning 
will take precedence if there is any doubt if an item is listed 
(Chesterfield Tube Co. Ltd. v. Thomas (VO) (1970)). This is 
particularly true for items in Class 4. Such details should be 
requested from the occupier, the site engineer or the production 
engineer in the hereditament.

3.2.41 Rateable unit
Listed items of plant and machinery can enhance the value of a 
rateable unit or hereditament (see 3.3) and can be valued together 
with the land and buildings or form a separate rateable unit on 
their own.

3.2.42 Almost every hereditament contains some plant and machinery, 
e.g., lighting and drainage are provided by items of rateable plant 
and machinery, and these are normally valued as part of the 
property without any specific mention being made of them, 
regardless of the method of valuation used. Valuation officers 
should mention such items in order to comply with the notification 
requirement of reg. 3 of the 1994 regulations.

3.2.43 Items of plant and machinery which are not listed do not affect the 
rateable value of the hereditament and are deemed not to occupy 
the space they do in fact occupy. The tenant is assumed to install 
such non-rateable items as are required for the trade or business.

3.3 Hereditament

3.3.1 The unit of assessment for rating is the hereditament. Thus, 
rateable property must also be a hereditament in order to be liable 
to rates.

3.3.2 Under s. 64 (1) 1988 Act, a 'hereditament' is anything which, by 
virtue of the definition of 'hereditament' in s. 115 (1) of the 
General Rate Act 1967, would have been a hereditament for the 
purposes of that Act.

3.3.3 The pre-1990 rules must therefore be examined in order to 
establish the definition of a hereditament.
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3.3.4 A 'hereditament' was defined in s. 115 (1) General Rate Act 1967, 
as:
property which is or may become liable to a rate, being a unit of such 
property which is, or would fall to be, shown as a separate item in the 
[rating] list.

3.3.5 This means that each hereditament has a separate entry in the 
list in which all hereditaments are itemised. To define a 
'hereditament' as being a unit of rateable property which is a 
separate entry in the rating list presupposes a knowledge of what 
a hereditament is before it can be entered into the rating list.

3.3.6 In other words, if rateable property is to be a hereditament., it must 
be a separate entry in the rating list; but it cannot be a separate 
entry until it is a hereditament! There is therefore no statutory 
guidance as to its meaning.

3.3.7 Fortunately, it is possible to refer to case law which defines a 
hereditament as an item of rateable property which is:
(a) capable of definition;
(b) a single geographical unit;
(c) capable of separate occupation;
(d) put to a single use.

3.3.8 Relevant non-domestic property which does not conform to the 
above is not a hereditament and is not, therefore, liable for rates. 
Each of these points will now be considered in detail.

3.3.9 Capable of definition
It must always be possible to identify the actual land (or rateable 
property) which is to be assessed, even if no physical boundaries 
exist.

3.3.10 Thus, where a golf club had a licence to use an undefined area of 
the New Forest as a golf club, it was held that the club was not in 
rateable occupation of any hereditament (Hording (VO) v. 
Bramshaw Golf Club (I960)).

3.3.11 Similarly in Spear v. Bodmin Union ( 1880), where two stalls were 
rented in a market but no particular site laid out for them, the stall 
occupier was not rateable, because it was impossible to identify 
the land he occupied.

3.3.12 However, if the land on which the stall had been placed had been 
capable of definition, then, subject to a sufficient degree of 
permanence (see 2.3.47 et seq), the land together with the stall
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(which was a chattel) would have combined to form rateable prop 
erty and, therefore, a hereditament capable of assessment.

3.3.13 Single geographical unit
A hereditament must form a single geographical unit, so that two 
properties which are divided by property in the occupation of 
another will always be two separate hereditaments (but see Gilbert 
(VO) v. Hickinbottom & Sons Ltd. (1956) at 3.3.29-3.3.33).

3.3.14 Where two properties in the same occupation are contiguous (and 
conform to the other criteria), they may be one hereditament.

3.3.15 'Contiguous' in this context, means 'touching', not 'adjacent' or 
'close'. It should be possible to draw a notional 'ring-fence' or 
'three-dimensional envelope' around a hereditament without 
including property which is (rateably) occupied by another.

3.3.16 Premises on the opposite sides of a road will be contiguous if the 
highway is in the exclusive occupation of the occupier of the 
premises (but see Gilbert (VO) v. Hickinbottom & Sons Ltd. 
(1956) at 3.3.29-3.3.33). Connections by cables, pipes, wires or 
railway lines will not create contiguity.

3.3.17 In one case, a university occupied a number of buildings beyond 
the main campus. Although functionally part of the university, the 
buildings were scattered throughout the town, and because they 
were dispersed among the buildings in the occupation of others, 
they were each held to be separate hereditaments. Each separate 
property formed a separate hereditament, all in the occupation of 
the university. (University of Glasgow v. Assessor for Glasgow 
(1952) - although a Scottish case and not binding on English law, 
it is considered to be persuasive.)

3.3.18 A functional connection between two non-contiguous properties 
may cause them to be treated as a single hereditament (see 3.3.29 
et seq.}.

3.3.19 Separate occupation
Where one property is capable of being separately occupied, for 
example, a single shop occupied by a single business unit - that is 
a single hereditament.

3.3.20 Where property is capable of being separately occupied by several 
occupiers, for example, a block of six self-contained shop units, 
each shop is a separate hereditament and thus the block comprises 
six separate hereditaments.
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3.3.21 Where one person occupies contiguous properties, the several parts 
of which are capable of being occupied separately by several occu 
piers, they will be treated as one hereditament, unless there is some 
special reason why they must be treated as several hereditaments 
(e.g., if they are put to different uses (see 3.3.23 et seq.)).

3.3.22 Thus, several units in a parade of shops, all occupied by the same 
person, may be a single hereditament, if they are contiguous 
although not internally connecting, providing all the other criteria 
are met.

S.3.2& Single purpose
Premises in one occupation may form two or more hereditaments 
if parts of the premises are used for wholly different purposes.

3.3.24 Premises which are contiguous and which may form a single 
hereditament if in the same occupation will become separate 
hereditaments if they are used for substantially different purposes.

3.3.25 For example, in North Eastern Rail. Co. v. York Union (1900), it 
was held that the hotel and refreshment rooms should be 
separately rated from engine sheds, carriage and wagonshops, etc., 
pumping station, coal yards and warehouses, all in the occupation 
of the railway company.

3.3.26 In Burton Latimer Urban District Council v. Weetabix Ltd. & Lee 
(VO) (1958), a warehouse and sports ground, both used in 
connection with an adjoining factory, were held to form one 
hereditament.

3.3.27 However, in the days when domestic property was rated, it was 
established that where living accommodation adjoined and was 
occupied with business premises and was used in connection with 
the business, it was rated as a single hereditament with the non- 
domestic premises. This is now no longer the case (see Composite 
hereditaments, 3.3.37 et seq.).

3.3.28 Premises which would otherwise be separate hereditaments may 
form a single hereditament if there is a sufficiently strong 
functional connection between them.

3.3.29 In Gilbert (VO) v. Hickinbottom & Sons Ltd. (1956), the Court of 
Appeal considered whether two premises in one occupation but 
divided by a public highway constituted a single hereditament. 
One of the premises was a retail bakery and the other a repair
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depot, situated immediately opposite each other, either side of a 
highway. The repair depot was used primarily to repair and 
maintain the bakery's-commercial vehicles, but was also used to 
repair any breakdown in the bakery's plant and machinery.

3.3.30 It was found to be essential that any breakdown in the bakery plant 
should be dealt with immediately to avoid any interference with 
production and for this reason the repair depot was constantly 
manned by an engineer or electrician. The Court of Appeal held 
that the two premises formed a single hereditament.

3.3.31 If several buildings in one occupation are physically separated, 
being interspersed among buildings in other occupations, they 
cannot be a single hereditament (see 3.3.13-3.3.18). It is only 
because the road was not in the rateable occupation of anyone that 
the functional test could be applied.

3.3.32 These principles have been applied by the Lands Tribunal in many 
cases where premises in one occupation were divided by a public 
highway. Those where the functional connection was held to be 
strong enough to overcome the geographical separation of the 
premises appear to fall into two categories:
(a) where the process of manufacture proceeds in both parts; and
(b) where manufacture by a continuous process goes on in one 
part and what goes on in the other is essential to prevent 
breakdown.

3.3.33 The Lands Tribunal has referred to the analogy of a sparking plug:
where the gap between the two parts is so small that it can physically 
be traversed in the course of the functioning of the whole. It might also 
be true to say that the stronger the spark, the greater the gap which can 
be traversed. (Edwards (VO) v. B. P. Refinery (Llandarcy) Ltd. (1974) at 
p. 48)

3.3.34 Hereditaments divided by local authority boundaries
Under the pre-1990 legislation, a hereditament needed to exist 
within the area of a rating authority (billing authority). This was 
because each local authority was entitled to spend the revenue 
raised from property located within its boundaries.

3.3.35 This is no longer the case because the Uniform Business Rate is a 
central government tax which is redistributed to billing authorities 
on a per capita basis of the number of residential occupiers. 
Therefore, if a property straddles a boundary between two local 
authorities, there is no need to apportion the property value or the
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tax raised between the authorities. Administrative convenience 
takes precedence over an authority's concern for an apparent 
equitable split of value.

3.3.36 Thus, where a unit of property would, but for being divided by a 
boundary between billing authorities, fall to be treated as a single 
hereditament, it must be treated as situated in the area in which 
it appears to the valuation officer(s) for the authorities concerned 
to have the greater rateable value. Where they cannot agree, they 
must decide by lot (Non Domestic Rating (Miscellaneous 
Provisions) Regulations 1989 (SI 1989 No. 1060) reg. 6(5)).

3.3.37 Composite h ereditam en ts
Only a relevant non-domestic hereditament is liable for rates, 
as long as at least part of it is neither domestic nor exempt (see 
Chapter 4). Liability to the Uniform Business Rate therefore 
depends on identifying a 'relevant non domestic hereditament' 
and entering that into the appropriate rating list (see Chapter 8).

3.3.38 A hereditament is non-domestic if it is either:
(a) composed entirely of property which is non-domestic; or
(b) a composite hereditament.

3.3.39 'Domestic property' is denned (s. 66 1988 Act) as property used 
wholly for the purposes of living accommodation (see 4.3.1 for a 
full definition of 'domestic').

31.3.40 A 'composite hereditament' is defined (s. 64 (9) 1988 Act) as a 
hereditament part of which consists of domestic property.

3.3.41 Thus, a ground-floor shop occupied together with first-floor living 
accommodation is a composite hereditament, as is a multi-storey 
office block incorporating a caretaker's flat.

3.3.42 The non-domestic element of the property is liable to rates and the 
whole property appears in the rating list, identified as a composite 
hereditament. There is a liability to the Council Tax in respect of 
the occupation of the domestic element of the property (see 
Chapter 13). See also 5.3.26-5.3.33 for the method of valuation 
for composite hereditaments.

3-4 Occupation of premises where only part is used ____

3.4.1 Generally, if premises are only partly used, then rateability can 
only be avoided by giving up occupation of the whole property.
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(Occupation of part is occupation of whole.) However, the Lands 
Tribunal decision in Moffatt (VO) v. Venus Packaging Ltd. (1977) 
has accepted that structural severance is not essential to the 
existence of two hereditaments, even when one 'hereditament' is 
vacant and both are in the same ownership.

3.4.2 Under s. 44A (1988 Act), in certain cases the billing authority can ini 
tiate steps for a reduction in rateable value of a hereditament which 
is partly unoccupied, if it appears to the authority that part of the 
hereditament is unoccupied but will remain so for a short time only.

3.4.3 Under such circumstances, the authority may require the valuation 
officer to apportion the rateable value of the hereditament between 
the occupied and unoccupied parts and rates will be paid on the 
value apportioned to the occupied part.

3.4.4 The reduction comes to an end when any unoccupied part is re- 
occupied, or when a further apportionment of value under these 
provisions takes effect.

3.4.5 There is no provision for a ratepayer to claim or enforce a 
reduction if the billing authority rejects the ratepayer's request or 
disagrees with the valuation officer's apportionment.

3.5 Regulations

3.5.1 The Secretary of State for the Environment may make regulations 
under s. 64 (3) 1988 Act, providing that, in prescribed cases:
(a) anything which would (apart from the regulations) be one 
hereditament shall be treated as more than one hereditament; and
(b) anything which would (apart from the regulations) be more 
than one hereditament shall be treated as one hereditament.

3.5.2 Under the Non Domestic Rating (Caravan Sites) Regulations 1990 
(SI 1990 No. 673), pitches on caravan sites which are not occupied 
by the site occupier are treated, together with any area of the site 
occupied by that occupier, as one hereditament and as occupied by 
him (reg. 3 (1)).

3.6 Check-list

3.6.1 Property which is liable to rates comprises land and buildings, 
mines, and advertising rights (3.2.1-3.2.13).
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3.6.2 Chattels may be rateable if they are occupied with land and 
enhance its value (3.2.7).

3.6.3 Plant and machinery are rateable if the items are listed in statute. 
They can be rateable together with land and buildings or form a 
separate hereditament (3.2.14-3.2.43).

3.6.4 In order to be liable to rates, rateable property must also be a 
hereditament, defined by statute as being a separate item in the 
rating list (3.3.4-3.3.6).

3.6.5 Case law requires a hereditament to be:
(a) capable of definition (3.3.9-3.3.12);
(b) a single geographical unit (3.3.13-3.3.18);
(c) capable of separate occupation (3.3.19-3.3.22); and
(d) used for a single purpose (3.3.23-3.3.33).

3.6.6 Hereditaments divided by the boundary of a local authority are 
treated as existing entirely within one of local authority areas 
(3.3.34-3.3.36).

3.6.7 A hereditament is a 'composite hereditament' if it consists, in part, 
of domestic property (3.3.37-3.3.42).

3.6.8 Where part only of a hereditament is occupied, the billing 
authority has discretion to request an apportionment of the rate 
able value and to levy rates only on the value ascribed to the 
occupied part (3.4).

3.6.9 The Secretary of State has the power to prescribe that property 
which would be two or more hereditaments should be treated as 
one hereditament and vice versa (3.5).
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Exemptions and reliefs

4.1 Synopsis

4.1.1 All land and buildings are rateable, unless statute says otherwise.

Exemption from rates can be achieved by:
(a) exempting the property from being liable to assessment, so 
that the occupier (or owner) has no liability to pay rates;
(b) exempting the occupier from liability to rates in respect of 
the hereditament occupied;
(c) altering the rules affecting the valuation of a particular class 
of hereditament; or
(d) giving the billing authority the power to reduce or remit rates 
normally recoverable.

4.2 Legislation

4.2.1 Exemptions and relief from rates are contained in ss. 47-9 and 51 
and Sch. 5 of the 1988 Act, with transitional arrangements, phas- 
ing-in increases and decreases in rate liability, being introduced 
following the 1990 and 1995 revaluations.

4.2.2 'Exempt' means exempt from local non-domestic rating. Any 
land or building not in use or occupied is treated as used in a 
particular way if it appears that when next in use or occupied it 
will be used or occupied in that way and a person is treated as an 
occupier of any land or building which is not occupied if it 
appears that when it is next occupied he will be an occupier of it 
(Sch. 5 para. 21).

4.2.3 The Secretary of State has the power to make regulations
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prescribing hereditaments to which exemption or a lesser degree 
of relief from rates may apply (Sch. 5, para. 20).

4.3 Exempted property

4.3.1 Domestic property
A hereditament which is entirely domestic property is not entered 
into the rating list, and is not liable to rates, but is liable to the 
Council Tax, with effect from 1 April 1993 (see Chapters 13-15 
for Council Tax). A hereditament which is partly domestic 
property is a composite hereditament (see 3.3.37). A composite 
hereditament is rateable and entered and identified in the rating list 
as such (s. 42 (2) 1988 Act) (see Chapter 8).

4.3.2 Property is domestic (according to s. 66 (1) 1988 Act, as amended) 
if it is:
(a) used wholly for the purposes of living accommodation;
(b) a yard, garden, outhouse or other appurtenance belonging to 
or enjoyed with property used wholly for the purposes of living 
accommodation;
(c) a private garage used wholly or mainly for the accommo 
dation of a private motor vehicle;
(d) private storage premises used wholly or mainly for the 
storage of articles of domestic use;
(e) a mooring, if it is occupied by a boat which is the sole or 
main residence of an individual (s. 66 (4) 1988 Act);
(f) a caravan pitch, if it is occupied by a caravan which is the 
sole or main residence of an individual (s. 66 (3) 1988 Act);
(g) short-stay accommodation which is provided for short 
periods to less than six individuals simultaneously whose sole or 
main residence is elsewhere and which is self-contained, self- 
catering accommodation provided commercially and where the 
'owner' is resident (s. 66 (2) (2A) 1988 Act); 
(h) self-catering accommodation available for letting 
commercially for short periods totalling less than 140 days (s. 66 
(2B) (2C) 1988 Act).

4.3.3 'Private garage' is defined (s. 66 (1) (c) 1988 Act) as either a 
building having a floor area not exceeding 25 square metres, and 
which is used wholly or mainly for the accommodation of a 
motor vehicle (and for this purpose 'building' includes part of a 
building).
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4.3.4 'Private storage premises' are defined in s. 3 (4)(c) Local 
Government Finance Act 1992 as part of a dwelling used 
wholly or mainly for the storage of articles of domestic use.

4.3.5 Car-parking spaces within the curtilage of, or let with, domestic 
property are treated as domestic and therefore exempt. Similarly, 
a space within the curtilage of, or let with, a non-domestic 
property is non-domestic, as is a free-standing car-parking space. 
Car parks are domestic when they are within the curtilage of 
blocks of flats or allocated solely to the use of the occupiers of 
those flats.

4.3.6 Property not in use is domestic if it appears that, when next in use, 
it will be domestic (s. 66 (5) 1988 Act). (Note the use of the word 
'property', as opposed to 'hereditament'. It follows that part only 
of a 'hereditament' maybe 'domestic property', e.g., a caretaker's 
flat in an office building.)

4.3.7 The Secretary of State for the Environment may order, amend or 
substitute another definition for any definition of 'domestic 
property' for the time being effective for the purposes of non- 
domestic rating (s. 3 (6) 1992 Act).

4.3.8 Agricultural land and buildings
Agricultural land and agricultural buildings are exempt (Sch 5, 
para. 1, 1988 Act).

4.3.9 Agricultural land is defined (Sch. 5, para. 2, 1988 Act) as land 
used as arable, meadow or pasture ground; land used for a 
plantation or a wood or for the growth of saleable underwood; land 
exceeding 0.10 hectare and used for the purposes of poultry 
farming; anything which consists of a market garden, nursery 
ground, orchard or allotment; or land occupied with, and used 
solely in connection with the use of a building which (or buildings 
each of which) is an agricultural building.

4.3.10 Agricultural land does not include land occupied together with a 
house as a park; gardens (other than market gardens); pleasure 
grounds; land used mainly or exclusively for purposes of sport or 
recreation; or land used as a racecourse (Sch 5, para. 2, 1988 
Act).

4.3.11 Agricultural buildings are also exempt (Sch. 5, para. 1, 1988 Act), 
and 'building' includes a separate part of a building (Sch. 5, para. 
8(4) 1988 Act).
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4.3.12 A building is an agricultural building if it is occupied together with 
agricultural land and is used solely in connection with agricultural 
operations on the land; or if it is or forms part of a market garden 
and is used solely in connection with agricultural operations at the 
market garden (Sch 5, para. 3, 1988 Act).

4.3.13 'Occupied together with' means a functional rather than 
geographical connection, and it is not therefore necessary to have 
an agricultural building situated on the agricultural land with 
which it is occupied. However, it must be possible to identify 
agricultural land together with which the buildings are solely used.

4.3.14 In determining whether a building used in any way is solely so used, 
no account shall be taken of any time during which it is used in any 
other way, if that time does not amount to a substantial part of the 
time during which the building is used (Sch 5, para. 8 (3) 1988 Act).

4.3.15 Buildings used for the keeping and breeding of livestock, and 
ancillary buildings (Sch. 5, para. 5 (1) 1988 Act), and certain 
buildings occupied by a corporate body and used in connection 
with agricultural operations on agricultural land are also 
agricultural buildings (Sch. 5 para. 4 1988 Act).

4.3.16 Despite this rather sweeping .exemption, certain uses often 
associated with agriculture are rateable: e.g., estates offices, 
estates yards, stud buildings, gallops, mineral rights, converted 
farm buildings and land used mainly for sport. In addition, agri 
cultural dwelling-houses are liable to Council Tax (see Chapters 
13-15).

4.3.17 Sporting rights
Sporting rights are denned (s. 64 (4) (d) 1988 Act) as any right of 
fowling, of shooting, of taking or killing game or rabbits, or of 
fishing when severed from the occupation of the land on which the 
right is exercisable. They are exempt with effect from 1 April 1997 
(s. 2 Local Government and Rating Act 1997).

4.3.18 Where sporting rights are not severed from the occupation of the 
land on which they are exercisable, the increase in value to the 
land attributable to the sporting right is ignored and the land is 
valued without the benefit of the sporting rights.

4.3.19 Where a sporting right is severed from the occupation of the land 
on which it is exercisable and the severance is effected by deed, 
then it becomes a separate (incorporeal) hereditament, exempt
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rates with effect from 1 April 1997, under s. 2 Local Government 
and Rating Act 1997.

4.3.20 Prior to 1 April 1997, where sporting rights were not severed from 
the occupation of the land on which they were exercisable, the 
land was valued with the benefit of sporting rights, In such cases, 
therefore, the sporting right was valued together with the land. If 
the land was exempt (e.g., agricultural land - see 4.3.8-4.3.16), 
the sporting right was also exempt.

4.3.21 Prior to 1 April 1997, it was the owner of the sporting right who 
was rateable and, for this purpose, 'owner' was defined (s. 65 (9) 
1988 Act) as the person entitled to receive rent (if the right was let) 
or the person entitled to exercise the right to let (if the right was 
not let).

4.3.22 Considerations which would affect the value of sporting right have 
been held (Myddleton v. Charles (VO) (1957)) to be:
(a) the general nature of the country;
(b) the condition of coverts and woodlands;
(c) the extent of disturbing influences, such as roads, public 
footpaths; and
(d) the facilities for proper keepering and the degree of vermin 
infestation which, while not permanent, is likely to affect the head 
of game for a season or two.

4.3.23 There are about 6,000 sporting rights in England which, prior to 1 
April 1997, were separate hereditaments. They were estimated to 
have an aggregate rateable value of £8.2 million and to be 
responsible for less than £5 million in rates paid.

4.3.24 Fish farms
Land which is used solely for or in connection with fish-farming, 
and buildings (other than dwellings) so used are exempt rates 
(Sch. 5, para. 9 (1) 1988 Act). 'Fish-farming' means the breeding 
or rearing offish, or the cultivation of shellfish, for the purpose (or 
for purposes which include) transferring them to other waters or 
producing food for human consumption (ibid. (4)). 'Shellfish' 
includes crustaceans and molluscs of any description but excludes 
ornamental fish (ibid. 4A)(5)).

4.3.25 Fishing rights
Fishing rights which constitute a hereditament are exempt if they 
are exercisable in certain fisheries (Sch. 5, para. 10, 1988 Act) (see 
also Sporting rights, 4.3.17).
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4.3.26 PJaces of public religious worship
Places of public religious worship together with a church hall, 
chapel hall or similar building used in connection with a place of 
public religious worship are exempt rates (Sch. 5, para. 11).

Also exempt are hereditaments occupied by an organisation 
responsible for the conduct of public religious worship and used 
for carrying out administrative or other activities relating to the 
organisation of the conduct of public religious worship in such a 
place (ibid.).

4.3.27 Property in enterprise zones
A hereditament is exempt (Sch. 5, para. 19, 1988 Act) to the extent 
that it is situated in an enterprise zone. During that time, 
hereditaments are not entered into the rating list nor are they 
valued. The exemption ceases once the designation of the 
enterprise zone expires.

4.3.28 Once the designation of an enterprise zone ceases, the rateable 
properties are valued and entered into the appropriate rating list(s). 
Under the Valuation for Rating (former Enterprise Zones) 
Regulations 1995 (SI 1995 No. 213), the existence of enterprise 
zones is to be disregarded in making or altering a rateable value in 
relation to a hereditament (or part of a hereditament) which was 
situated in the former zone.

4.3.29 Miscellaneous exempt property
Also exempt are:
(a) air-raid-protection works which are not occupied or used for 
any other purpose (Sch. 5 para. 17, 1988 Act);
(b) a mooring which is used or intended to be used by a boat or 
ship and which is equipped only with a buoy attached to an 
anchor, weight or other device and which rests on the sea- or river 
bed and which is designed to be raised from time to time (Sch. 5 
para. 18, 1988 Act);
(c) sewers and accessories to sewers (Sch. 5 para. 13, 1988 Act);
(d) properties of drainage authorities (Sch. 5 para. 14, 1988 Act);
(e) road crossings over watercourses (Sch. 5 para. 18A, 1988 
Act);
(f) a park which has been provided by, or is under the 
management of, a local authority and is available for free and 
unrestricted use by members of the public (Sch. 5 para. 15, 1988 
Act) (see also 2.3.42);
(g) empty industrial hereditaments, including so-called 'moth- 
balled' factories and warehouses (see 2.4.16-2.4.20).
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4.4 Exempted occupiers__________

4.4.1 Diplomatic occupations
Diplomats and persons with diplomatic immunity are not subject 
to the processes of British law and, therefore, should they perform 
an illegal act, they cannot be prosecuted in the British courts.

4.4.2 Thus, if a diplomat, etc., fails to pay a rates bill which is served on 
him, then there is no remedy through the courts to enforce that 
payment. In practical terms, therefore, such individuals are exempt 
rates. However, diplomatic missions normally pay a 'beneficial 
proportion' of the rates otherwise payable.

4.4.3 With effect from April 1991, the Valuation Office Agency is 
responsible for the collection of a beneficial portion of the rates on 
diplomatic property, as well as for recovery of such a portion of 
rates from foreign missions and international organisations.

4.4.4 Properties used for the disabled
A hereditament is exempt provided it is used wholly for the 
provision of facilities and for the provision of welfare services and 
training, etc., for disabled persons (Sch. 5 para. 16, 1988 Act).

4.4.5 Trinity house property
The following kinds of property, owned or occupied by Trinity 
House are exempt: buoys; beacons; lighthouses and property 
within the same curtilage as, and occupied for the purpose of, a 
lighthouse (Sch. 5, para. 12, 1988 Act).

4.5 Discretionary power to remit rates

4.5.1 Charities and other non-profit-making organisations
A combination of mandatory and discretionary relief is available 
for charitable and non-profit-making occupations (s. 47 1988 Act).

4.5.2 Mandatory relief of 80% is available to property wholly or mainly 
used for charitable purposes which is occupied by a registered 
charity. At the billing authority's discretion, additional relief of up 
to 20% is available to such occupiers.

4.5.3 For occupiers which are not registered charities, discretionary
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relief of up to 100% is available at the discretion of the billing 
authority to property all or part of which is occupied for the 
purposes of a non-profit-making organisation whose main 
objectives are philanthropic or religious or concerned with edu 
cation, social welfare, science, literature or the fine arts; or a 
non-profit-making club, society or other organisation, which is 
used for the purposes of recreation (s. 47(2) 1988 Act).

4.5.4 Relief from rates is extended to 'charity shops', specifically, 
premises used wholly or mainly for the sale of goods given to a 
charity, provided the proceeds of sale are applied to the purposes 
of the charity.

4.5.5 Three-quarters of the cost of any relief is borne by the national 
non-domestic rating pool.

4.5.6 A practice note {Non-Domestic Rates: Discretionary Rate Relief, 
Department of the Environment and the Welsh Office, 1989) sets 
out some of the criteria which billing authorities should take into 
account in the exercise of their discretion. The criteria are not 
intended as a rigid set of rules, but describe good practice in the 
consideration of individual cases.

4.5.7 Vittage shops
The Local Government and Rating Act 1997 (S.I and Sch. 1) has 
introduced provisions to permit billing authorities to grant up to 
100% relief to any shop or public house provided that:
(a) it is within a rural settlement of 3,000 people or less; and
(b) it has a rateable value of less than the amount prescribed by 
the Secretary of State by order; and
(c) the billing authority is satisfied that the hereditament is of 
benefit to the community; and
(d) the billing authority considers it reasonable to grant relief, 
having regard to the interests of its Council-Tax payers.

To date, no regulations have been made which specify the relevant 
rateable value.

4.5.8 Hardship
Section 49 of the 1988 Act gives billing authorities the power to 
reduce or remit the payment of rates on the grounds of 'hardship'.

4.5.9 However, an authority may not give relief unless it is satisfied that 
the ratepayer would otherwise sustain hardship and it is reasonable 
to do so having regard to the interests of its council-tax payers.
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4.6 Altering the rules for fixing rateable value

4.6.1 It is possible for central government to vary the normal rules 
which are applied to the assessing of rateable value, and it has 
done so for those hereditaments occupied by gas, water, docks and 
harbours, electricity supply and railway undertakers (see 6.3).

4.6.2 However, there are also rules which alter a normally assessed 
rateable value to provide a value on which rates are payable and 
this currently applies to stud farms and to those hereditaments 
affected by transitional arrangements.

4.6.3 Stud farms
Stud farms receive a degree of relief from the payment of rates, under 
Sch. 6 para. 2A, 1988 Act and the Non-Domestic Rating (Stud 
Farms) Order 1989 (SI 1989 No. 2331) The level of relief takes the 
form of a deduction from the rateable value of the lesser of:
(a) £2,500; and
(b) the rateable value.

4.6.4 Transitional arrangements
Prior to the 1995 revaluation taking effect, central government 
attempted to minimise the combined effects of the Uniform Business 
Rate and the first revaluation for 17 years (which took effect in 1990) 
by phasing in both increases and decreases in rate liability.

4.6.5 The Treasury decided that any transitional arrangements should be 
self-financing. Thus, the phased increases in rates for those who 
would otherwise suffer major increases in rate liability (' losers') were 
paid for by those occupiers whose rate liability decreased ('gainers') 
and who had their reduced rate liability phased in to pay for it.

4.6.6 Transitional arrangements for the 1995 list, which continue this 
philosophy (and which are fiendishly complicated), are contained 
in the Non Domestic Rating (Chargeable Amounts) Regulations 
1994 (SI 1994 No. 3279). They apply to hereditaments which have 
a rateable value on 31 March 1995 and a rateable value on 1 April 
1995, regardless of whether they are occupied on those dates. 
Transitional arrangements are not, therefore, available for heredi 
taments which are entered into the rating list for the first time on 
or after 1 April 1995 (see 2.4.47).

4.6.7 The arrangements continue to apply following a change of 
occupier and for the relevant period, i.e., the financial years
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covered by the 1995 rating list (1995-96, 1996-97, 1997-98 
1998-99 and 1999-2000) (reg. 2, ibid.).

4.5.8 Transitional arrangements apply to a 'defined hereditament', i.e., 
any hereditament existing in the lists during the relevant period (see 
4.6.7), and which was also entered in the previous 1990 rating list.

4.6.9 Initially, it is necessary to calculate the amount of rates which 
would have been paid had there been no transitional arrangements, 
and this is called the 'notional chargeable amount' (reg. 4. ibid.).'

4.6.10 Next, it is necessary to calculate the 'base liability', which varies 
according to the transitional arrangements which applied to the 
hereditament under the 1990 rating list (regs. 5-7 ibid.).

4.6.11 Then,itisnecessarytocalculatethe'appropriatefraction'(reg.8ibid.).

4.6.12 Basically, the chargeable amount (i.e., the amount of rates actually 
payable) is determined by multiplying the base liability by the 
appropriate fraction.

4.6.13 The regulations cover a multitude of possible situations, e.g., 
hereditaments in the central list; where a hereditament is merged 
or split, and all inquiries as to the details of the transitional 
arrangements should be made to the regulations.

4.6.14 Table 4.1 is, however, a much simplified version of how the 
transitional arrangements affect properties.

4.6.15 Remember that the percentages which applied to the so-called 
'gainers', i.e., the decreases, were varied annually as the cost of 
paying for the support given to the so-called 'losers', i.e., the 
phased-in increases, is known.

4.6.16 The provisions of the 1996 budget have frozen the transitional 
arrangements for the so-called 'losers' who were having their full 
1995 rate liability phased in and permitted the so-called 'gainers' 
to benefit immediately from the lower level of rates which were 
payable following the 1995 revaluation.

4.7___Reform ____________

4-7.1 There continues to be debate about the nature and the extent of 
exemptions and reliefs from the payment of UBR. The debate sur-
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rounding the exemptions given to occupiers of agricultural land 
and buildings has continued for decades.

4.7.2 The reform introduced by S. 3 of the Local Government and 
Rating Act 1977, has removed the exemption from Crown occu 
pation, so that all occupations by the Crown, including occupation 
by servants of the Crown (e.g., army barracks and government 
offices) and by those who perform duties on behalf of the Crown, 
e.g., the general administration of the country and which was also 
a public purpose of central government are now rateable.

4.7.3 Indeed, a recommendation (recommendation 56) of the Bayliss 
Report (see Appendix C) is that the whole issue of exemptions 
should be the subject of a government committee of inquiry.

4.7.4 It can be argued that there is little justification for granting relief 
from the payment of a tax based on the value of land for any 
occupier and that any relief should be funded by central govern 
ment. Similarly, the justification for phasing in increases and 
decreases in rate liability following a revaluation is extremely 
tenuous, when the whole reason for the revaluation is to 
redistribute the rate-liability based upon up-to-date property 
values.

4.7.5 Nevertheless, this is probably a debate best left until the rating 
system can be considered as a whole. The criticisms of the rating 
system are considered in Chapter 12.

4.8 Check-list _________

4.8.2 Domestic property (as defined) is exempt rates but its occupiers 
are liable for Council Tax (see 4.3.1-4.3.7 and Chapters 13-15).

4.8.2 Agricultural land and buildings (as defined) are exempt rates 
(4.3.8-4.3.16).

4.8.3 Sporting rights are exempt (4.3.17-4.3.23).

4.8.4 Fish farms are exempt rates (4.3.24).
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Table 4-1 Transitional arrangements

Year

1995-96 
1996-97 
1997-98 
1998-99 
1999-2000

Year

1995-96 
1996-97 
1997-98 
1998-99 
1999-2000

Maximum annual
Small properties

7.5% 
7.5% 
7.5% 
7.5% 
7.5%

Maximum annual
Small properties

10% 
10% 
20%
35% 
35%

increases in real terms

Other hereditaments

10% 
10% 
10% 
10% 
10%

decreases in real terms
Other hereditaments

5% 
5% 

15% 
30% 
30%

'Small Properties' are those with a rateable value of less than £15,000 in Greater 
London and with a rateable value of less than £10,000 elsewhere.

Note that the annual decreases for 1997—98 onwards are estimates only. They 
will be reviewed annually in the light of the cost of supporting the phased-in 
increases.

4.8.5 Certain fishing rights are exempt (4.3.25).

4.8.6 Places of public religious worship, together with church halls, etc., 
are exempt (4.3.26).

4.8.7 Property in an enterprise zone is exempt (4.3.27-4.3.28).

4.8.8 Air-raid-protection works, 'swing' moorings, sewers, the property 
of drainage authorities, local authority parks, and empty industrial 
hereditaments are also not rateable (4.3.29).

4.8.9 Diplomatic occupations are exempt rates, but a proportion of the 
amount otherwise due is paid (4.4.1—4.4.3).

4.8.10 Properties used by the disabled are exempt (4.4.4).

4.8.12 Certain property occupied by Trinity House is exempt (4.4.5).

4.8.12 Mandatory relief of 80% is available to registered charities, which, 
at the discretion of the billing authority, can be increased to 100% 
of the rates otherwise payable (4.5.2).
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4 8 13 F°r otner non-profit-making organisation, the billing authority has 
discretion to grant relief of up to 100% of the rates otherwise 
payable (4.5.3-4.5.6).

4 gl4 Billing authorities have power to grant up to 100% relief to so- 
called village shops and public houses (4.5.7).

4 8 15 Billing authorities have discretionary powers to reduce or remit 
rates on the grounds of hardship (4.5.8-4.5.9).

4 g IB The rateable values of stud farms are reduced by a maximum of 
£2,500 (4.6.3).

48.17 Transitional arrangements are available to reduce the impact of 
rates following a revaluation (4.6.4-4.6.16)

4.8.18 See Chapter 12 and Appendix C (The Bayliss Report) for a 
consideration of the appropriateness of the current exemptions and 
reliefs applied to the UBR (4.7).
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Chapter 5

Rateable value

5.1 Synopsis

5.1.1 The basis of assessment is rateable value (RV) which, when 
multiplied by the UBR for any year, gives the amount of rates 
payable. Thus, rateable value (RV) X UBR — rates payable.

5.1.2 Rateable value is a net annual rent payable by a hypothetical 
tenant for the property, assuming certain tenancy conditions, as at 
the valuation date.

5.1.3 Rateable value is fixed assuming certain principles which relate to 
all property types, including an antecedent valuation date of 1 
April 1993.

5.2 Legislation

5.2.1 For each day on which a hereditament is shown in the local rating 
list, there must also be shown a rateable value (RV), either for the 
whole property or for the part of the property which is neither 
exempt nor domestic property (s. 42 (4) 1988 Act).

5.2.2 The rates actually demanded by the billing authority are levied by 
reference to the rateable value of a hereditament, thus: rates paid 
= rateable value (RV) X UBR.

5.2.3 The level of the UBR is fixed by the Secretary of State for the 
Environment (and the Secretary of State for Wales) in 1990-91 
and in 1995-96 (and for each financial year in which a revaluation 
takes effect), and thereafter by the Chancellor of the Exchequer 
(see 1.6).
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52.4 The rateable value is fixed by the valuation officer who is 
responsible for the rating list (see Chapter 8) for the billing 
authority area in which the hereditament is situated.

5.2.5 Valuation officers are, since September 1991, employed by the 
privatised Valuation Office Agency, which was previously part of 
the Department of Inland Revenue.

5.2.6 All rateable values for hereditaments within the area of a billing 
authority are contained in the local non-domestic rating list held 
by the valuation officer, a copy of which is held by the billing 
authority (see Chapter 8).

5.3 Rateable value___________

5.3.1 Rateable value is defined (Sch. 6, para. 2 (1) 1988 Act) as:
... an amount equal to the rent at which it is estimated the heredita 
ment might reasonably be expected to let from year to year if the tenant 
undertook to pay all usual tenant's rates and taxes and to bear the cost 
of the repairs and insurance and the other expenses (if any) necessary 
to maintain the hereditament in a state to command that rent.

5.3.2 Rateable value is, therefore, a net annual rent, assuming that the 
tenant is responsible for all outgoings.

5.3.3 Hypothetical tenancy
The statutory definition of rateable value requires the assessment 
of a rent, assuming that the tenant who pays that rent has certain 
specified responsibilities. This mention of a tenant gives rise to the 
assumption that a tenancy has been created.

5.3.4 Because the tenancy does not in fact exist, it is called the 
'hypothetical tenancy' and the tenant and landlord involved are 
the 'hypothetical tenant' and the 'hypothetical landlord'.

5.3.5 Thus, the definition of rateable value gives rise to the use of the 
terms 'hypothetical tenancy' and the 'hypothetical tenant' and the 
characteristics of each are relevant to the assessment of rateable 
value. Although neither of these terms is found in statute, they can 
be defined by a study of case law.

5.3. 6 Hypoth etical ten an t
The statutory definition requires the assumption that the property
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is to be rented to a tenant. Therefore, the fact that it is in reality 
occupied is disregarded.

5.3.7 All possible occupiers, including the actual occupier, must be 
considered as possible tenants, on a year to year basis. As a result 
of the House of Lords decision in R. v. School Board for London 
(1886), even though it may not be possible in fact and may be 
forbidden by law that the actual occupier should be a tenant of a 
hereditament, it must be supposed that the actual occupier is 
among the potential tenants, for the purpose of valuing that hered 
itament for rating. Similarly, an owner not in occupation can be 
regarded as a potential hypothetical tenant.

5.3.8 The House of Lords took the principles in the above case further 
in Davies v. Seisdon Union (1908). Where a sewage board let a 
sewage farm to a tenant at a rent higher than that which the farm 
would have commanded without the manurial value of the sewage, 
it was held that the board should be included among the possible 
hypothetical tenants as this rent alone was not necessarily the 
measure of rateable value, and that it would have been willing to 
pay a rent for the farm in order to carry out its statutory duty.

5.3.9 The rent to be estimated is the rent which 'might reasonably be 
expected' (i.e., not the actual rent paid nor the legally demandable 
rent) for the hereditament if 'let from year to year' and not for a 
term of years. However, it must be assumed that there is a 
reasonable prospect of continuance, and the 'year to year' rent 
must be calculated on that basis (R. v. South Staffordshire 
Waterworks Co. (1885)).

5.3.20 Although the hypothetical tenancy must be deemed to have a 
reasonable prospect of continuance, this does not mean that all 
events anticipated to take place in the foreseeable future will affect 
the rental value of the hereditament, although most will 
necessarily affect the annual rent.

5.3.11 Only those events which affect the annual rental bid of a 
hypothetical tenant can influence the rateable value. Therefore 
factors which reduce the life-expectancy of a building and thereby 
affect the capital value of a property but not its annual value can 
be ignored.

5.3.12 In Lloyd (VO) v. Rossleigh, Ltd. (1962), the Court of Appeal held 
that the rateable value of a showroom was not affected by the fact 
that the area was to be a comprehensive development area, 
because no such proposal had been confirmed. It was therefore
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considered that a hypothetical tenant would ignore such a proposal 
in fixing a rent to be paid.

5.3.13 Thus, a distinction must be made between future events which are 
certain and those which are merely proposed and may not, in fact, 
occur.

5.3.14 Similarly, factors which influence an actual landlord and tenant 
relationship but which are not envisaged by the statutory definition 
of rateable value and the implied hypothetical tenancy can be 
ignored.

5.3.25 In Dawkins (VO) v. Ash Brothers and Heaton Ltd. (1969), the 
House of Lords reduced the assessment of a hereditament because 
of the probability that, within a year of the date of the proposal, 
part of the premises would be demolished for a road-widening 
scheme.

5.3.16 Thus, where an external agency is expected to bring the 
occupation to an end in less than a year and such a prospect affects 
the value of the occupation, then a valuer can consider the extent 
to which the rateable value is reduced by the actual prospect in the 
valuation (if at all).

5.3.17 This would not be true if the landlord intended to demolish the 
hereditament for his own reasons, because the hypothetical 
landlord is the one involved in the hypothetical tenancy and is 
deemed to be offering the hereditament for occupation for at least 
a period of twelve months. In such a case, the prospect of 
demolition is ignored in fixing the rateable value. Thus, the 
rateable value could not be reduced by such a prospect, but a full 
year's rates would not be paid if occupation did not in fact last 
twelve months (Burley (VO) v. A & WBirch Ltd. (1959)).

5.3.18 Notice the distinction between what can be taken into account 
within the assessment of rateable value, e.g., the effects of 
influences which are external to the hypothetical tenancy on the 
rental bid of a hypothetical tenant; and those which must be 
ignored, e.g., the no-less real effects of the intentions of the actual 
landlord or tenant, who do not exist within the hypothetical 
tenancy.

5.3.19 In normal cases, any question as to the hypothetical tenant's 
ability to pay a rent must be disregarded. But where the demand 
for a particular hereditament is very restricted, and especially 
where there is only one hypothetical tenant, ability to pay is taken
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into account (Tomlinson (VO) v. Plymouth Argyle Football Co. 
Ltd. (I960)). This point has been applied to the assessments of 
football grounds, cricket clubs, and certain Oxford colleges.

5.3.20 Tenants' rates and taxes do not include land drainage rates or 
special rates. However, a 'water rate', as a charge for water 
supplied, is payable by a tenant.

5.3.21 Under the definition of rateable value, the tenant bears the cost of 
repairs, insurance and the other expenses necessary to maintain the 
hereditament in a state to command that rent. The obligation to 
repair in the statutory definition includes internal decorations but 
it seems the obligation to put the premises into repair if that is 
necessary prior to occupation rests with the hypothetical landlord 
(see Wexler v. Playle (VO) (I960)) (see 5.4.25).

5.3.22 'Other expenses necessary to maintain the hereditament' include a 
renewal fund if the occupation is likely to be permanent, e.g., of a 
statutory undertaking, and if no liability for repairs is included in 
the actual rent.

5.3.23 Drainage rates, sea defence rates, fishing rates and similar charges 
on the owner are 'expenses necessary to maintain the hereditament 
in a state to command that rent'. But such expenses can include 
expenditure on other land if it is necessary to preserve the physical 
existence of the hereditament.

5.3.24 The definition of rateable value places the burden of outgoings on 
the hypothetical tenant. In this respect, rating assessments are 
based on similar terms to the rents payable under full repairing and 
insuring leases negotiated in the open market (see 6.4). Thus, the 
rateable value is the net rent payable by the hypothetical tenant, as 
at the date of valuation (see 5.4.38).

5.3.25 The Secretary of State has the power (Sch. 6 para. 6) to make 
regulations prescribing other specific assumptions in certain cases, 
and can determine that the normal definition of rateable value will
not apply to particular cases of hereditament. The regulations j 
which have been made to date relate to hereditaments occupied by 
gas, water, docks and harbours, electricity supply and railway 
undertakers (see 6.3).

5.3.26 Composite hereditaments
The definition of rateable value for composite hereditaments, none 
of which is exempt rates, is contained in Sch. 6 para. 2 (1A) 1988 
Act, as follows:
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... an amount equal to the rent which, assuming such a letting of the 
hereditament as is required to be assumed for the purposes of ... [a 
rateable value for a non-domestic hereditament] would reasonably be 
attributable to the non-domestic use of property.

5.3.27 Thus, for composite hereditaments, the whole of the property is to 
be valued but the rateable value is the rent which the hypothetical 
tenant would pay for the non-domestic part only. Notice that the 
domestic part is not ignored, but its value does not increase the 
rental value applied to the rateable hereditament.

5.3.28 The composite hereditament is to be valued vacant and to let (see 
5.4.6). So, it is not the actual use of the property but the use to 
which the hypothetical tenant would put the property which must 
be considered.

5.3.29 The actual occupation provides strong (but not conclusive) 
evidence of the likely division between domestic and non- 
domestic property, as will the structural divisions, etc., within the 
property.

5.3.30 Having decided which part of the property would be used for non- 
domestic purposes by the hypothetical tenant, the valuer must 
produce a rateable value for that non-domestic part with the 
benefit or burden of the living accommodation but without valuing 
that living accommodation.

5.3.31 This is achieved by either:
(a) valuing the non-domestic part of the property and then 
considering what addition or deduction should be made to reflect 
the advantage or disadvantage of the presence of the living 
accommodation; or
(b) valuing the entire property and deducting the value of the 
domestic part.

5.3.32 For example, an office-block with a caretaker' s flat could be valued 
by multiplying the area available for office use at a price per square 
metre derived from comparable office premises. The valuer could 
then establish whether the hypothetical tenant would increase the 
rental bid because of the presence of a resident caretaker. 
Alternatively, a value for the whole block, including the caretaker's 
flat, can be produced and reduced by the rental value of the flat.

5.3.33 The method adopted depends on the nature of the composite 
hereditament and the comparable rental evidence available to the 
valuer (see Chapter 6).
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5.3.34 Partially exempt hereditament
The rateable value of a non-domestic hereditament which is 
partially exempt from rates is (Sch. 6 para. 2 (IB) 1988 Act):

... an amount equal to the rent which, assuming such a letting of the 
hereditament as is required to be assumed for the purposes of ... [a 
rateable value for a non-domestic hereditament] would, as regards the 
part of the hereditament which is not exempt from local non-domestic 
rating, be reasonably attributable to the non-domestic use of the prop 
erty.

5.3.35 Thus, for a property, part of which is exempt rates, the rent of the 
rateable part is assessed to include such parts of the non-rateable 
part as are reasonably attributable.

5.4 Principles of assessment

The principles of valuation vary with the type of property involved 
and the circumstances relating to each case. But there are certain 
fundamental principles of valuation which apply, regardless of the 
property type, or the method of valuation adopted.

In addition, the Secretary of State has the power to prescribe 
'principles' and 'rules' to be applied when arriving at a rateable 
value (Sch. 6 para. 2 (9) and para. 3 (1) 1988 Act).

5.4.1 The process of arriving at an annual value was described by Lord 
Denning MR, (in R. v. Paddington (VO) ex pane Peachey 
Property Corporation Ltd. (1965) at p. 199), as follows:

The rent prescribed by the statute is a hypothetical rent ... which an 
imaginary tenant might be reasonably expected to pay to an imaginary 
landlord for a tenancy of this [hereditament] in this locality, on the 
hypothesis that both are reasonable people, the landlord not being 
extortionate, the tenant not being under pressure, the [hereditament] 
being vacant and to let, not subject to any control,... the period not too 
short nor yet too long, simply from year to year.

5.4.2 Case law has established the following principles which should be 
used, where applicable, to assess the correct rateable value for the 
hereditament.

5.4.3 Individual assessment
As with any valuation, each property must be valued separately 
and independently (Ladies Hosiery and Underwear Ltd. v. West 
Middlesex Assessment Committee (1932)).
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5.4.4 As a result, where all the hereditaments in a rating list were 
increased by 25% uniformly, it was held that the list was bad (Stirk 
& Sons, Ltd. v. Halifax Assessment Committee (1922)).

5.4.5 Similarly, if a non-statutory formula is used to value a heredita 
ment, it will not be relied on in valuation proceedings without an 
individual valuation of that hereditament (Dawkins (VO) v. Royal 
Leamington Spa Corporation & Warwickshire County Council 
(1961)).

5.4.6 Vacant and to let
To consider how much rent a hypothetical tenant would pay for a 
property implies the prospect of occupation, which itself implies 
that, at the moment of rent being agreed, the property is vacant 
and, in view of the fact that negotiations are going on, to let.

5.4.7 Although the property may, in fact, be occupied, it must be 
assumed to be vacant and to let in order to ascertain a rateable 
value (London County Council v. Erith &. West Ham (1893)).

5.4.8 Statutory restrictions
If the hereditament is assumed to be vacant and available for letting 
on the statutory terms, it follows that restrictive covenants and other 
private arrangements affecting the actual tenancy of the heredita 
ment are irrelevant when ascertaining its value for rating purposes 
under a hypothetical tenancy (Byrne v. Parker (VO) (1980)).

5.4.9 On the other hand, every potential hypothetical tenant must be affec 
ted by statutory powers or obligations attaching to a hereditament 
regardless of its ownership (ibid.). Thus, any obligation imposed 
from outside the actual tenancy, e.g., compulsory purchase, will 
affect the reasoning of the hypothetical tenant. It is a matter of valu 
ation as to whether it will affect his rental bid as at the date of 
valuation.

5.4.10 An exception to this rule is that statutory restrictions affecting the 
rent paid for a hereditament are ignored as a result of the decision 
of the House of Lords in Poplar Assessment Committee v. Roberts 
(1922). In that case, it was held that the annual rent which a hypo 
thetical tenant might reasonably be expected to pay for a 
hereditament may be something more than can be recovered from 
any tenant under legislation.

5.4.11 In relation to the pre-1990 rating of dwelling-houses, it has been 
held, for example (in O'Mere v. Burley (VO) (1968)), that a 'fair
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rent' determined by the Rent Officer under the Rent Acts has no 
direct bearing on the value of a hereditament for rating purposes, 
because the statutory definition of a 'fair rent' is not the same as 
that of a rateable value.

5.4.12 Rebus sic stantibus
The actual property is to be valued as it in fact is - rebus sic stan 
tibus, i.e., things as they stand.

5.4.13 The property must be valued as it exists as at the date of valuation, 
with all the then existing circumstances, and not as it once was, 
or as it might become in the future (Robinson Brothers (Brewers) 
Ltd. v. Houghton and Chester-le-Street County Assessment 
Committee (1938)).

5.4.14 The principle of rebus sic stantibus is considered particularly in 
relation to three aspects of the property:

5.4.15 Structured Alterations
The principle of rebus sic stantibus means that no structural 
changes may be envisaged when valuing a hereditament. While 
premises are undergoing alteration, they must be valued in the 
state in which they are at that time. If structural alterations are 
likely in the future, then the hereditament must be valued as it is 
now and revalued in the future when the alterations are complete.

5.4.16 But the making of a minor alteration of a non-structural nature, 
provided that it is not so substantial as to change the mode or 
category of user may be taken into account (Re Appeal of 
Sheppard (VO) (1967)).

5.4.17 Mode of Use
Property should normally be valued for the use to which it is put 
at the date of the proposal.
A dwelling-house must be assessed as a dwelling-house; a shop as a 
shop but not as any particular kind of shop; a factory as a factory, but 
not as any particular kind of factory. (Fir Mill Ltd. v. Royton U.D.C. &• 
Jones (VO) (1960) (at p. 185)

5.4.18 Although the property has to be valued vacant and to let, it is a 
generally-held principle of rating that a rental value is to be fixed 
on the basis of the mode or category of occupation of the actual 
occupier (Midland Bank, Ltd. v. Lanham (VO) (1978).

5.4.19 It is recognised that any limitations imposed by planning law may
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restrict the range of potential hypothetical tenants by limiting the 
use of the hereditament more narrowly than the rebus sic stantibus 
rule (London Transport Executive v. London Borough ofCroydon 
& Phillips (VO) (1974)).

5.4.20 Although rebus sic stantibus involves valuing property for the 
purpose for which it is used at the time, it may be possible (or even 
necessary) to value a hereditament for a purpose for which it is not 
currently being used. This situation may occur, for example, 
where there is no rental evidence available for the current use; 
where the property is not being used for its most valuable use; 
or where a property is not being put to any use at all.

5.4.21 In such a situation, a valuer can include all alternative uses to 
which the hereditament, in its existing state, could be put in the 
real world, which would be in the minds of competing bidders in 
the market, where such competition could be established by 
market evidence, and considering those uses within the same 
mode or category (Midland Bank, Ltd. v. Lanham (VO) (1978)).

5.4.22 Most properties will cause few problems, with the mode of 
occupation being quite obvious.

5.4.23 In each case, it must be envisaged that no structural alterations are 
permitted (see 5.4.15-16); that any planning permission required 
must be available for a potential hypothetical tenant; and, where 
the property is used, that the mode of occupation is unchanged.

5.4.24 State of repair
Traditionally, this is an exception to the rebus sic stantibus rule 
because of the repair liability expressed in the statutory definition 
of rateable value.

5.4.25 Thus, it has been established that the hypothetical tenant (who is 
responsible for all items of repair, etc., in the definition of rateable 
value (see 5.3)) must be assumed to have fulfilled that repair 
covenant and that, therefore, the hereditament is in a reasonable 
state of repair. This allows a valuer to ignore the actual state of 
repair because assuming that the property is occupied by a 
hypothetical tenant means assuming that the repair covenant has 
been observed (Causer v. Thomas (VO) (1957) and Wexler v. 
Playle (VO) (I960)).

5.4.26 Case law has established that a standard of repair is to be assumed, 
commensurate with the type of property, regardless of its actual 
state of repair. In Calthorpe v. McOscar (1923), the standard of
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maintenance was recognised (at p. 275-6) as being the lower of 
either:
... (a) ... such condition as I should have expected to find them had 
they been managed by a reasonably minded owner, having full regard 
to the age of the buildings, the locality, the class of tenant likely to 
occupy them, and the maintenance of the property in such a way that 
only an average amount of annual repair would be necessary in the 
future or (b) in such state of repair as would satisfy the requirements of 
reasonably minded persons who would be prepared to take on lease the 
[hereditament] ... and on such conditions as to rent as would presume 
the premises being put at the commencement of the term free of 
expense to the lessee in such a state of good and sufficient repair as 
would render only an average amount of annual expenditure necessary

5.4.27 Although ordinary lack of repair may not be taken into account, 
serious defects, particularly structural ones, may be taken into 
account in certain circumstances. However, it is permissible to 
take into account when assessing rateable value structural defects 
which it would be unreasonable or impossible for a landlord to 
repair (Saunders v. Maltby (VO) (1976)).

5.4.28 Thus, the hypothetical tenant is assumed to be able to negotiate a 
reduced rent only if, in fact, the state of disrepair is such that a 
reasonably-minded landlord would not put the hereditament into 
good repair (ibid.). This, of course, implies that the responsibility 
for putting the property into good repair at the beginning of the 
term rests with the landlord and that the tenant takes the property 
in good repair and undertakes only to maintain that level of repair.

5.4.29 Tenant fresh on the scene
The hypothetical tenant is assumed to inspect the hereditament at 
the date of valuation and, having made reasonable inquiries as to 
the property, locality, etc., to make a rental bid at that time.

5.4.30 It is, therefore, not possible for the hypothetical tenant to compare 
the current conditions affecting the property with those which 
existed previously (Finnis v. Priest (VO) (1959)).

5.4.31 What must be determined is the effect on the mind of the 
'reasonably-minded person' who has no previous knowledge of 
the property or area, of conditions as at the date of valuation.

5.4.32 Consider all evidence
As with valuations for any other purpose, all factors which affect the 
rental valueofproperty(otherthanthosewhichratinglawspecifically
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excludes) must be taken into account in assessing rateable value 
(Staleyv. Castleton (l864),Beathv. Poole (VO) (1973)).

5.4.33 The extent of the evidence to be treated as available should be 
considered on the following principles - rateable value is the rent 
which a tenant might reasonably be expected to pay, and in 
estimating this rent all that could reasonably affect the mind of the 
hypothetical tenant ought to be considered (Robinson Brothers 
(Brewers) Ltd v. Houghton and Chester-le-Street Assessment 
Committee (1937)).

5.4.34 The future may be more or less uncertain and this affects the 
weight given to such evidence. It does not render any evidence of 
expectation inadmissible.

5.4.35 It is important to distinguish inadmissible evidence from evidence 
to which little or no weight is attached. Inadmissible evidence 
cannot be considered by the valuer or the courts and should not 
even be mentioned in a court case.

5.4.36 Admissible evidence should be considered by the court and if the 
court considers that the evidence is not strong, or not persuasive, or 
that there is better evidence available, then the court will not rely 
heavily on such evidence. But it can at least be presented and relied 
on to some degree. This is not true of inadmissible evidence (see 
Robinson Brothers (Brewers) Ltd. v. Houghton and Chester-le- 
Street Assessment Committee (1937) and Garton v. Hunter (VO) 
(1969)).

5.4.37 The Lands Tribunal has adopted the rule in rating cases that 
events, including rents fixed after the date of valuation, are only 
admissible as evidence of value in order to prove or disprove a 
trend or anticipation established at the date of valuation.

5.4.38 Valuation date
As with all valuations, it is essential to have a date at which to value 
the property. However, in rating this may be a complicated issue.

5.4.39 Briefly, the hereditament is valued in its physical state as at 1 April 
1995, being the date the list took effect (or, if the list is being 
altered, as at the date of the proposal or the date when the list is 
altered (see Chapter 9 Appeals)) but with values as they existed on 
1 April 1993 - the antecedent valuation date (AVD). For the list 
which will take effect on 1 April 2000, the AVD will be April 
1998.
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5.4.40 Thus, under Sch. 6 para. 2 (3) of the 1988 Act, the date of valu 
ation for the rating list which took effect on 1 April 1995 is as 
follows:
(a) 1 April 1993 is the date by reference to which the level of 
values and 'non-mentioned matters' are to be taken into account 
(the antecedent valuation date). (Non-mentioned matters are 
anything which is not 'mentioned matters' (see 5.4.41));
(b) 1 April 1995 is the date by reference to which 'mentioned 
matters' are to be taken into account, when valuing for the 
preparation of the list. ('Mentioned matters' are defined in 5.4.41));
(c) the date of the proposal or the date the list is altered is the 
date by reference to which 'mentioned matters' are to be taken into 
account, when valuing for an alteration to that list.

5.4.41 'Mentioned matters' are defined (ibid.) as:
(a) matters affecting the physical state or physical enjoyment of 
the hereditament;
(b) the mode or category of occupation of the hereditament;
(c) matters affecting the physical state of the locality in which 
the hereditament is situated or which, though not affecting the 
physical state of the locality, are nonetheless physically manifest 
there; and
(d) the use or occupation of other premises situated in the 
locality of the hereditament.

5.4.42 Thus, a hereditament is valued for a new rating list (see Chapter 8) 
in its condition as at the date the list takes effect, i.e., 1 April 1995, 
but at values existing at the antecedent valuation date, i.e. 1 April 
1993, for the current list.

5.4.43 Where an entry relating to a hereditament is altered during the life 
of a list (see Chapter 9), the hereditament is valued in its physical 
condition as at the date a proposal is made to alter the list, but at 
values existing at 1 April 1993.

5.4.44 Values existing as at 1 April 1993 should, therefore, provide the 
level of values which apply to all rateable values for as long as the 
rating list remains in force. This level of values may be called the 
'tone of the list' and is the value established as at the antecedent 
valuation date, which is used to value all hereditaments regardless 
of how much they alter physically during the life of the list (see 
Chapter 6 and Chapter 7).

5.4.45 The valuation date should be considered within an historical 
context in order to be fully appreciated (see Appendix D).
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5.5 Check-list___________

5.5.1 Rateable value is the annual rent payable for the hereditament by 
a hypothetical tenant who is responsible for repairs and all other 
outgoings (5.3.1-5.3.2).

5.5.2 Rateable value assumes a hypothetical tenancy with a hypothetical 
tenant who pays the rent (5.3.3-5.3.24).

5.5.3 Each hereditament must be valued individually (5.4.3-5.4.5).

5.5.4 Hereditaments are assumed to be vacant and to let (5.4.6-5.4.7).

5.5.5 Statutory restrictions (except those relating to the level of rent 
payable) affect the rateable value, but private restrictive covenants 
do not (5.4.8-5.4.11).

5.5.6 The hereditament must be valued rebus sic stantibus, i.e., things as 
they stand, particularly with reference to structural alterations and 
mode of use: state of repair is an exception to this rule 
(5.4.12-5.4.28).

5.5.7 The hypothetical tenant is assumed to be 'fresh on the scene' and 
not able to compare conditions which used to exist with those 
which exist at the date of valuation (5.4.29-5.4.31).

5.5.8 All factors which affect the value of hereditaments must be taken 
into account (5.4.32-5.4.37).

5.5.9 The valuation date is 1 April 1993 for levels of value and for all 
factors, except the physical state of the hereditament and its 
locality, the mode of occupation of the hereditament and its 
locality and any other matters affecting the physical state of 
the locality, all of which are assessed as at 1 April 1995 (or the 
date of the proposal, if the hereditament is revalued following the 
list taking effect) (5.4.38-5.4.45).
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Chapter 6

Methods of valuation

6.1 Synopsis

6.1.1 With one major exception, any of the traditional methods of 
valuation may be used to find a rateable value.

6.1.2 The one exception is that certain hereditaments, often described as 
those occupied by 'statutory undertakers', have their rateable 
values fixed in accordance with rules laid down in legislation.

6.1.3 With this exception, the use of rental evidence, profits method 
and/or contractor's test are acceptable methods of fixing rateable 
value, provided that they are adapted to conform to the definition 
of rateable value.

6.1.4 There are certain property types which are normally valued using 
one of the traditional valuation methods, and while one method 
may be more appropriate than the others, this does not mean that 
evidence from other methods of valuation should be ignored. It 
merely means that more reliance is likely to be placed on the most 
suitable method.

6.1.5 Regardless of the method of valuation used, it is common for the 
rating assessments of comparable hereditaments to be used to 
support other valuation evidence, once the tone of the list has been 
established.

6.2 Introduction ______________

6.2.1 The Local Government Finance Act 1988 does not prescribe the 
methods of valuation to be used in determining rateable values.
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6.2.2 With the exception of the assessments of the so-called 'statutory 
undertakers' hereditaments, any of the traditional methods of 
valuation (i.e., rental evidence, profits method and contractor's 
test) can be used to fix a rateable value.

6.2.3 In addition, the use of comparable rating assessments is important 
both to support valuations and to maintain the tone of the list.

6.2.4 Nevertheless, the Secretary of State for the Environment has been 
given power (paras. 2 (9) and 3 (1) of Sch. 6 1988 Act) to 
prescribe 'principles' and 'rules' to be applied when arriving at the 
rateable value of a non-domestic hereditament. Such 'rules' 
include the imposition of a decapitalisation rate for use within a 
contractor's test method of valuation (reg. 2 A of the Non 
Domestic Rating (Miscellaneous Provisions) (No. 2) Regulations 
1989 (SI 1989 No. 2303) as amended) (see 6.6.23).

6.2.5 Thus, except in those cases where the Secretary of State has laid 
down 'principles' or 'rules', there is no legal requirement to use 
any particular method in order to arrive at rateable value.

6.2.6 It has been known for a court to accept the opinion of a qualified 
valuer, that the rateable value of a particular hereditament was £x 
without any justification or supporting evidence as to how or why 
that assessment was produced. But usually a valuer will use one or 
other of several established methods of valuation.

6.2.7 In Carton v. Hunter (VO) (1969), valuations on the contractor's 
test and on the profits basis were submitted in respect of a caravan 
camping site. The Court held that these valuations were not 
excluded by evidence of an open-market rent paid for the site 
under a recent lease, and that all relevant evidence was to be 
admitted to the Court: the goodness or badness of it went to its 
weight as evidence, not its admissibility.

6.2.5 However, the fact that rateable value is a net annual rent (defined 
in 5.3.1), means that the best way to find a rateable value is to use 
suitable rental evidence available on the hereditament to be valued 
(the subject hereditament) or comparable hereditaments (e.g., 
Carton v. Hunter (VO) (1969) (see 6.4).

6.2.9 Although it is necessary, under the statutory definition of rateable 
value, to find a rent for the hereditament, it must not be assumed 
that a rent which is actually being paid for the hereditament is 
conclusive evidence of value. Rents need to be tested to ensure 
that they are suitable and reliable for the fixing of a rateable value.
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6.2.10 Though the rent actually paid may not necessarily be equivalent to 
the rateable value, or even conclusive evidence of value at the date 
when the rent was fixed, if a rent payable under a yearly tenancy 
has been fixed at the valuation date, without payment of any 
premium, etc., it may be taken as prima facie evidence of value, 
liable to be disproved (Poplar Assessment Committee v. Roberts 
(1922) and Garton v. Hunter (VO) (1969)).

6.2.11 This may be done in many ways. It may be shown, for example, 
that the rent paid is not an open-market rent fixed at arm's length, 
i.e., it was agreed between connected parties; or that the rent 
included some other property, such as goodwill.

6.2.12 Nonetheless, actual rents, where they are available and cannot be 
challenged, should be the best guide to rateable value. Thus, it is 
usual for rating valuers to investigate the availability of rental 
evidence first when valuing a hereditament (see 6.4).

6.2.13 Where the so-called best evidence, i.e., the actual rent payable for 
the hereditament or the rents of similar comparable hereditaments, 
is not available, the motive likely to induce potential tenants to bid 
for the hereditament is a relevant factor in estimating what the 
amount of such bids might reasonably be expected to be, and 
therefore in determining the rateable value.

6.2.14 Whilst profits are not rateable, it is recognised that the ability to 
earn profits may affect the rent which a tenant can afford to pay for 
premises and, in the absence of more direct evidence of rental 
value, afford some guide as to the rent which can be expected.

6.2.15 Thus, a profits method of valuation can be applied to property 
types which are not usually rented but where an element of profit, 
normally derived from some unique feature (e.g., a licence to 
trade), is a factor in its use (see 6.5).

6.2.16 Where property is of a kind which is rarely rented and where there 
is little or no element of profit in the undertaking, it is possible to 
assess a rental value based on its capital value or on the actual cost 
of land and buildings, as a guide to fixing the rateable value. In 
such circumstances, use of the contractor's test is made (see 6.6).

6.2.17 It is, however, important to recognise the distinction between cost 
and value (see 6.6.28). Nevertheless, the contractor's test is a 
recognised method of valuation for certain property types.
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6.2.18 Although hardly a method of valuation, the rateable values of 
comparable hereditaments are admissible as evidence of value, 
either as a means of arriving at a rateable value or to support the 
results of the other methods of valuation (Pointer v. Norwich 
Assessment Committee (1922) and Shrewsbury Schools v. 
Shrewsbury Borough Council and Plumpton (VO) (1960) and J. 
Sainsbury Ltd. v. Wood (VO) (1980)).

6.2.19 This tends to be the case only once a new rating list has been 
established for some time (generally after one year) and where the 
level of value or tone of the list (see 5.4.44) has been confirmed 
either by the passage of time or by valuation tribunal and/or Lands 
Tribunal decisions.

6.2.20 However, an assessment under appeal is customarily excluded 
from consideration as being unlikely to provide reliable evidence 
of value (Thomas Scott & Sons (Bakers) Ltd. v. Davies (VO) 
(1969)) and, with this exception, a valuation officer cannot deny 
the correctness of an assessment of a hereditament in his own area, 
whether made by himself or a predecessor.

6.2.21 Entries in the rating list are, therefore, statements of value by the 
valuation officer.

6.2.22 RICS/ISVA referencing guidelines are adopted, unless local 
customs vary these (see RICS/ISVA (1993) Code of Measuring 
Practice The Royal Institution of Chartered Surveyors and the 
Incorporated Society of Valuers and Auctioneers).

6.3 Assessment by statutory formula

6.3.1 Since the 1930s, the contribution to local rates made by a number 
of undertakings formerly assessed on the profits basis has been 
laid down by Parliament. Many such undertakings were not profit- 
making and therefore the application of the profits basis would 
produce an unsatisfactory assessment.

6.3.2 Such so-called statutory undertakers have, therefore, had their rat 
ing assessments fixed by legislation - either by the rateable value 
being declared in statutory instruments or by the method of calcu 
lating the rateable value being set out in statutory instruments.

6.3.3 Since privatisation of such industries as electricity and gas, the
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status of such undertakings has reverted to profit-making and 
central government has declared its intention to re-establish the 
suitability of a profits method for such undertakers by the next 
revaluation on 1 April 2000. To date, the only such legislation to 
have been passed is the British Waterways Board and the 
Telecommunications Industry (Rateable Values) Revocation 
Order 1994 (SI 1994 No. 3281), which, with effect from 1 April 
1995 frees the rateable values of such hereditaments from 
statutory controls.

6.3.4 A committee has been established to investigate the treatment of 
plant and machinery involved in such operations following the 
proposed legislative changes.

6.3.5 Electricity premises (see 8.4.11)
The Electricity Supply Industry (Rateable Values) Order 1994 (SI 
1994 No. 3282) splits electricity hereditaments into those which 
appear in local lists (see 8.3) and those which appear in central 
lists (see 8.4).

6.3.6 Certain hereditaments are entered into local lists. Under article 5, 
for example, hereditaments comprising land, plant or buildings 
used or available for use for the purpose of generating electricity, 
where its primary source of energy is wind, tidal, water power or 
the burning of refuse, are entered into local lists. The rateable 
value of such hereditaments is fixed at a given value per megawatt 
of the declared net capacity of the generating plant (article 6).

6.3.7 Those electricity hereditaments which are entered into the central 
list are identified by purpose and by occupier. For electricity 
generation, occupiers such as National Power pic and Powergen 
pic are listed; for electricity transmission the occupier is the 
National Grid Company pic; and for electricity distribution, 
occupiers include South Wales Electricity pic, Midlands 
Electricity pic and Manweb pic. The rateable values of such hered 
itaments are stated, with effect from 1 April 1995, together with 
recalculation factors.

6.3.8 Gas premises (see 8.4.12)
The British Gas pic (Rateable Values) Order 1994 (SI 1994 No. 
3283), provides a standard formula for the determination of 
rateable values for operational gas hereditaments in England and 
Wales, based on a given rateable value for the year beginning 1 
April 1995.

6.3.9 In subsequent years, this amount is recalculated according to a
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standard formula, in accordance with article 6, which takes 
account of changes in the estimated length of gas pipelines.

6.3.10 Railway premises (see 8.4.13)
The rateable values of railway hereditaments which fall to be entered 
in the central rating list, including a recalculation factor for subse 
quent years which is based on variations in traffic, are contained in 
the Railways (Rateable Values) Order 1994 (SI 1994 No. 3284).

6.3.11 Water supply hereditaments (see 8.4.15)
The rateable values of water supply hereditaments which fall to be 
entered on the central rating lists are contained in the Water 
Undertakers (Rateable Values) Order 1994 (SI No. 3285), which 
also provides for annual adjustment by reference to variations in 
water supply.

6.3.12 Central rating list
In order to deal with the difficulty of apportioning the value of 
network industries between billing authority areas, the above 
hereditaments are entered in the central rating lists (see 8.4) but 
certain specified electricity hereditaments and statutory dock and 
harbour undertakings are entered into the appropriate local rating 
lists (see 6.3.7).

6.3.13 Other hereditaments
Certain properties, such as schools and universities, are valued by 
reference to an 'informal' formula agreed between the valuation 
officer and the appropriate representative bodies. This formula is 
not governed by statute and, if presented before a valuation 
tribunal, must be justified purely on valuation grounds.

6.3.14 Under reg. 3 of the Non Domestic Rating (Miscellaneous 
Provisions) (No 2) Regulations 1989 (SI 1989 No. 2303), in 
ascertaining the rental value of a hereditament 'occupied by a pub 
lic utility undertaking', any relevant evidence is to be taken into 
account.

6.3.15 Despite the fact that the formulae have been designed to replicate 
as far as possible the valuations which would be made if other, 
better evidence existed, the government has stated its intention to 
return all such properties to conventional methods of valuation.

6.3.16 As with conventionally-assessed hereditaments, the assessment of 
properties valued by statutory formulae are reviewed to reflect 
physical changes to the hereditament and its locality.
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6.3.17 The process is carried out annually and the method of carrying out 
the task is also specified in the appropriate Regulations, and is 
subject to 'tone' provisions. The assessments can be challenged by 
the appropriate 'interested persons' through the proposal 
procedure (see Chapter 9) and at valuation tribunal and thence 
Lands Tribunal (see 10.16).

6.3.18 It seems that it is also possible to challenge the Central Valuation 
Officer, or the Secretary of State, on the grounds that they have 
failed to perform their duties properly or fairly by judicial review.

6.4 Rental evidence

6.4.1 The assessment of such hereditaments as shops, offices and certain 
kinds of industrial premises is usually derived from actual rents.

6.4.2 As stated earlier at 6.2.8, actual rents are considered to be the best 
evidence on which to base a rateable value, since the definition of 
rateable value requires the fixing of a rent. Thus, it is logical to 
assume that suitable rents of comparable hereditaments would 
provide the most reliable evidence.

6.4.3 However, the mere fact that a rent is passing on a property is not 
sufficient for that rent to be used in fixing the rateable value. That 
rent must be suitable as a basis for fixing rateable value and be 
reliable evidence before it can be used.

6.4.4 It is necessary to consider which rents are suitable as evidence for 
rating purposes and any adjustments necessary in order to 
compare them with the statutory definition of rateable value, i.e., 
a net annual rent (see 5.3.1).

6.4.5 Suitability and reliability
There are two basic types of rental evidence:
(a) direct rental evidence, which is the rent paid on the 
hereditament which is being valued; and
(b) indirect rental evidence, which is the rent paid on a 
hereditament similar and comparable to the hereditament which is 
being valued.

6.4.6 In both cases, the considerations applied to rent passing must be 
similar. Where indirect evidence is involved, it is essential to 
ensure that the hereditaments themselves are as similar as
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possible. It is a basic principle of valuation that the valuer should 
always compare like with like.

g.4.7 It is possible to look at the actual rent passing on the hereditament 
to be valued because the actual occupier must be regarded as a 
possible hypothetical tenant (see 5.3.7). However, the rent which 
the occupier actually pays is not necessarily the measure of the 
rateable value.

6.4.8 The definition of rateable value (see 5.3.1) is very close to the rent 
usually paid in the open market for commercial property, being an 
open-market net rent. However, very few properties are let on 
annual tenancies and there may be other ways in which the rents 
paid under actual leases do not comply with the statutory 
definition of rateable value. For example, clauses inserted in an 
actual lease may impose additional liabilities on the actual 
occupier and these in turn may affect the level of rent actually 
paid.

6.4.9 However, where the actual rent passing does not conform to the 
statutory definition of rateable value, it may, nevertheless, be 
capable of adjustment and, in that adjusted form, useful for rating 
purposes (see 6.4.19—53).

6.4.10 If there is a quantity of open-market rents of comparable 
hereditaments, then these rents can be used to value another 
hereditament for which no direct evidence exists.

6.4.11 It is, of course, essential to establish that the hereditaments are 
comparable in all material respects if the rental evidence is to be 
suitable for valuation purposes.

6.4.12 As for direct evidence, it is important that the rent be adjusted, if 
necessary, to comply with the statutory definition of rateable value 
(see 6.4.19-53).

6.4.13 It is usual in such cases for a rent, having been suitably adjusted if 
necessary, to be reduced to a unit of comparison (e.g., a price per 
square metre, a price per square metre in terms of zone A (see 
Appendix E for details of zoning), a price per seat, a price per bed, 
etc.) for valuation purposes.

6.4.14 However, in both cases, it is always necessary to ensure that the 
rent conforms or can be realistically adjusted to conform to the 
statutory definition of rateable value and to all other rating 
principles.
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6.4.15 The more adjustments necessary and, therefore, the further away 
from the statutory terms, the less reliable the rent (Edwards and 
Mann v. Hatton (1866)).

6.4.16 Unsuitable rent
Rents which are not suitable for rating purposes include:
(a) rents subj ect to statutory control (because these limit the level 
of rent which a landlord can demand and do not reflect the level of rent 
which a tenant might offer for a hereditament (Poplar Assessment 
Committee v. Roberts (1922); O 'Mere v. Burley (VO) (1968));
(b) rents fixed at some distance from the date of valuation, 
because such rents are unlikely to bear any relation to the value of 
the hereditament as at the date of valuation;
(c) rents on long leases without rent reviews, because such rents 
will not equate to a rent 'from year to year';
(d) rents agreed between connected parties, i.e., not at arm's 
length, because of the presumption that such rents were not fixed 
in the open market;
(e) rents fixed by tender (Leisure UK Ltd. v. Moore (VO) (1974)) 
and interim rents fixed under Landlord and Tenant legislation;
(f) sale and leaseback rents, where a reduced rent may be part- 
consideration for the sale. In John Lewis & Co. Ltd. v. Good-win 
(VO) and Westminster City Council (1979), the Tribunal held that 
a sale and leaseback rent was part of a funding operation. 
Similarly, turnover rents are unacceptable;
(g) rents fixed as a result of fraud;
(h) 'rent' which includes the price paid for the goodwill of a
business previously carried on there or other additional property;
(I) rent reflecting restrictions or concessions not envisaged in the
statutory definition of rateable value;
(j) rent paid under a lease which was part of a larger transaction.

6.4.17 Unsuitable rents should be ignored entirely.

6.4.18 It is, therefore, necessary to rely uniquely on open-market rents, 
fixed at arm's length, for the hereditament or similar 
hereditaments, at or near the date of valuation, which are or can be 
adjusted to conform to the statutory definition of rateable value 
(see 5.3.1 and 6.4.19-53).

6.4.19 Adjustment of rental evidence
Of course, relatively few actual rents are paid under leases or 
agreements based precisely on the statutory terms, and most actual 
rents must, therefore, be adjusted into those terms before they can 
be used.
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6.4.20 The following rents are normally capable of adjustment and use in 
rating valuations:
(a) rents where the landlord is responsible for rates, repairs, 

insurance or other outgoings (see 6.4.23 and 6.4.36);
(b) rents agreed hi consideration of a premium or where 

improvements are made as a condition of the lease, whether 
paid by the tenant or the landlord (see 6.4.27);

(c) rents with a rent-free period (see 6.4.41);
(d) rents following a surrender and renewal of a lease (see 6.4.43)
(e) rents which include a service charge (see 6.4.44);
(f) rents including an amount for the use of trade fittings, fix 

tures, plant and machinery, etc. (see 6.4.45);
(g) rents with a typical review pattern or stepped rents (see 6.4.47).

6.4.21 The fewer the adjustments, the more reliable the resulting rental 
evidence. If a rent is not capable of adjustment, then it should be 
ignored.

6.4.22 All the circumstances surrounding transactions of comparable 
hereditaments should be investigated and, if possible, the lease 
itself should be read.

6.4.23 flares
The definition of rateable value (5.3.1) assumes that the hypothet 
ical tenant is responsible for the payment of rates. If rent paid 
includes rates, then it must be adjusted to exclude rates.

6.4.24 Assuming that no material change in the rates paid was envisaged 
when the rent was fixed, then deduct, from the actual rent agreed, 
the amount of rates payable (rateable value X UBR) as at that time.

6.4.25 It may, however, be more appropriate to apply the 'equation 
theory' to the matter (see Emeny and Wilks, 1984, pp. 187-90). 
The equation theory assumes that an occupier has a given amount 
of money out of which to pay both rent and rates. The occupier 
will not care how that money is split between rent and rates as long 
as the overall sum is not exceeded. Thus, if the occupier's rate 
liability is increased, he will require a corresponding decrease in 
rent and vice versa.

6.4.26 Thus, assume that the inclusive rent (which conforms to rateable 
value, except that it includes rates) is £9,800 per annum, and the 
rate payable is 40p, then call the rent (in terms of rateable value) 
R. The rates paid are R X 0.40. Thus, R + 0.40R = £9,800 and R 
= £7,000.
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6.4.27 Premiums and capital expenditure in accordance with the 
lease
If capital payments are made as a condition of the lease, then it is 
assumed that the rent paid under that lease has been reduced 
because of the capital payment. Payments, such as a premium, 
money spent on accrued repairs, alterations, etc., must be treated 
as capitalised rent.

6.4.28 The annual equivalent of such capital payments is added to the 
rent paid to produce full rental value on the appropriate terms. 
(The annual equivalent is found by dividing the capital sum by the 
appropriate Years' Purchase.)

6.4.29 In selecting an appropriate Years' Purchase, dual-rate, untaxed 
tables are used (Trevail (VO) v.C&A Modes Ltd (1967)), i.e., the 
analysis is considered from the tenant's point of view.

6.4.30 The term of the Years' Purchase will depend on the earliest 
opportunity to increase the rent paid to full rental value.

6.4.31 Where improvements are carried out as a condition of the lease, 
the amount by which the improvements increase the rental value 
of the property (if at all) is irrelevant. What is significant is that the 
tenant has been required to part with a capital sum (but see Edma 
(Jewellers) Ltd. v. Moore (VO) (1975) for the Lands Tribunal's 
logic on amortisation).

6.4.32 If a 'reverse premium' is paid by the landlord to the tenant, then 
the annual equivalent of the 'reverse premium' is deducted from 
the rent in order to find the full rental value of the property.

6.4.33 Capital expenditure not as a condition of the lease
Where money is spent on the property not in accordance with the 
terms of the lease, it is first necessary to establish whether the 
expenditure has increased the property's rental value, or whether 
the expenditure is of benefit only to a tenant personally.

6.4.34 Expenditure which increases rental value can be used to establish 
the improved rental value, but using the annual equivalent of the 
expenditure is not likely to prove a satisfactory means of finding 
the improved rental value, because cost does not equate to value.

6.4.35 The analysis of the rents of comparable properties (comparable in 
the improved state) is probably the best way of establishing the 
effect of the expenditure.
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6.4.36 Repairs, insurance and other expenses
In the statutory definition of rateable value (5.3.1), the liability for 
such expenditure is laid down as being the tenant's liability. It is, 
therefore, essential when calculating rateable value that the rental 
evidence is adjusted accordingly.

6.4.37 It is usual for valuers to ignore actual costs for repairs, and to 
deduct 10% of the full rental value (5% for external repairs and 
5% for internal repairs, which includes internal decoration), and 
this practice was accepted in Trevail (VO) v. C & A Modes Ltd 
(1967).

6.4.3d Sometimes these percentages are varied to take account of the 
characteristics of the particular property and, in unusual cases 
where the physical nature of the hereditament justifies it, the actual 
cost of repair is used.

6.4.39 With regard to insurance, a similar practice exists of estimating the 
liability, without having regard to the correct and accurate 
estimation of replacement costs for both buildings and rateable 
plant and machinery (not land), including site clearance, 
professional fees, inflation and (in case of partial rebuilding) VAT.

6.4.40 Again, care should be used when .'rule of thumb' measures are 
adopted, to ensure that inaccuracies are minimised.

6.4.41 Rent-free periods
In such cases, the rent may be adjusted in a similar way to 
fixed/stepped rents, giving a rental value at the commencement 
date.

6.4.42 Alternatively, the actual, unadjusted rent may be taken from the 
date of commencement of the lease as reflecting the value of the 
hereditament in its then state.

6.4.43 Surrender and renewal of leases
The normal surrender and renewal calculation can be used to 
calculate full rental value under circumstances in which a lease is 
surrendered in consideration for a new lease.

6.4.44 Service charges, etc.
Where rent paid includes an amount to cover landlord's services, 
an adjustment must be made in the rent to exclude that amount 
(Bell Property Trust Ltd v. Assessment Committee for the Borough 
ofHampstead (1940)).
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6.4.45 This also applies to such items as fixtures and fittings and non- 
rateable plant and machinery included in the rent passing, but only 
if a realistic assessment of their worth can be made.

6.4.46 Weekly rent
Weekly rents must be multiplied by 52 in order to convert them to 
annual rents (London County Council v. Wand (VO) (1957)). There 
is no justification for using a lower multiplier, to allow for voids.

6.4.47 Length of lease and dates of reviews
For rating purposes, the rent to be fixed is the rent 'from year to 
year'. It follows that annual rents will therefore be the best 
evidence. However, because annual rents are rare, the courts have 
been asked to decide on whether three, five, seven or even twenty- 
one year lease rents are reliable rental evidence.

6.4.48 In the past, the Lands Tribunal has been unwilling to accept that 
the rent fixed without review for a lease for a term of twenty-one 
years should be regarded automatically as the rateable value. This 
rent must be tested, particularly as to the state of the market at the 
date when the lease began and as to the changes in value which 
have taken place since (Wool-worth (F. W.) & Co. Ltd v. Moore 
(VO) (1978)).

6.4.49 If there is market evidence that a year-to-year tenancy commands 
a different rent than, for example, a five-year fixed term, then that 
market evidence should be used.

6.4.50 Obviously, the shorter the term, the more suitable the rent paid, 
and if the lease includes rent review clauses, then the rent at 
review may equate to full open-market rental value if the terms of 
the lease require that it should.

6.4.51 The courts have recognised that a rent initially agreed on a twenty- 
one year lease with seven-year rent reviews is likely to be higher 
than the rent which would have been agreed for that property had 
it been let with three-year rent reviews (Baker Britt & Co. Ltd. v. 
Hampsher(VO) 1976).

6.4.52 Valuation date
The valuation date is 1 April 1993 for the rating list which took 
effect on 1 April 1995 (see 5.4.38 ff.) and evidence up to and 
including that date which is available to a potential hypothetical 
tenant is assumed to be available also to the valuer in fixing the 
rateable value.
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6.4.53 Evidence available after that date is inadmissible in court, unless 
it is used to corroborate a trend already established at or before the 
valuation date of 1 April 1993.

6.4.54 Testing
An apparently unsuitable rent may well prove to be the basis for fix 
ing the rateable value, but it must be tested first. Whether any 
adjustment shouldbe made for length oflease is a question of fact, and 
evidence that the rent under a lease for a term of years takes account, 
say, of an anticipated increase in value, would clearly be relevant.

6.4.55 But despite all these possible adjustments, it remains true to say 
that actual rents are the starting point for fixing the rateable value 
for all hereditaments of the kind normally available on lease in the 
open market.

6.4.56 The best rents are unlikely to differ greatly from the statutory 
definition of rateable value, and therefore minimal adjustment 
should be necessary to enable them to be used as evidence. This of 
course means that actual market evidence should be as near as 
possible to the definition of rateable value.

6.4.57 All admissible evidence should be considered. Depending on the 
valuer's judgement of its reliability, the greater weight should be 
placed on the more reliable evidence (Garton v. Hunter (VO) 
(1969)).

6.4.58 It is essential that the valuer tests or 'stands back and looks' at the 
evidence and the resulting rateable value to be satisfied that the 
correct result has been achieved. Any valuation should be 
supported by rating assessments of comparable hereditaments (see 
6.7) and uncertainty should be investigated and any unsatisfactory 
evidence rejected.

6.4.59 Remember that while rents may be the best starting point, they do 
not always give the correct rateable value for a variety of reasons. 
There are other ways of arriving at a rateable value (see 6.5, 6.6 
and 6.7).

6.4.60 Unit of comparison
Having selected suitable rents and adjusted them so that they 
conform to rateable value, the rents are normally analysed to 
produce a unit of comparison, so that the rental value of one 
property can be compared to the rental value of another compar 
able property or applied to value another comparable property.
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6.4.61 The unit of comparison will depend on the type of property 
involved. For example, shop property is analysed to a price per 
square metre in terms of Zone A (see Appendix E); for industrial 
property a price per square metre is used; for schools it is a price 
per pupil; for cinemas a price per seat; etc.

6.4.62 The main types of properties and the relevant factors to be taken 
into account are considered separately in more detail in Chapter 7.

6.5 The profits method of valuation

6.5.1 Introduction
Where the best evidence (i.e., rental evidence) is lacking or there 
is a need to support a valuation based on rental evidence, valuers 
may consider using the profits method of valuation.

6.5.2 The profits method of valuation is applicable to properties the 
value of which is wholly or partially dependent on their right or 
opportunity to trade. While this can be said to be true of all 
commercial properties to one degree or another, the profits method 
of valuation is reserved for such commercial properties as hotels, 
public houses, petrol filling stations and certain leisure properties, 
where the ability to trade is dependent on the existence of a factu 
al or legal monopoly, usually a licence.

6.5.3 The valuation of such property types tends to be something of a 
specialism and the advice and experience of other professionals 
may be necessary at various stages of the process.

6.5.4 Principle
Although profits are not rateable, the ability to earn profits may 
affect the rent and, in the absence of more direct evidence, offer 
some guide as to rental value. If the object of the tenant most likely 
to rent the premises is to make a profit, then the amount of that profit 
is likely to affect the rent which the tenant will be prepared to give.

6.5.5 Where the best evidence, i.e., actual rent or the rents of similar 
comparable hereditaments is not available, the motive likely to 
induce potential tenants to bid for the hereditament is a relevant 
factor in estimating what the amount of such bids might 
reasonably be expected to be.
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6.5.6 K is a mistake to suppose that valuation by rental is a process 
disassociated from the idea of profit ... the questions whether a 
hypothetical tenant could be found, and what rent he might reasonably 
be expected to give if he were found cannot easily be solved, if at all, 
except by estimating what amount of profit the [business] had yielded 
in the past and was likely to yield in the future. An intending lessee, 
whether real or hypothetical, would hesitate to pay a rent which was not 
based upon these data, (per Lord Watson, Edinburgh Street Tramways 
Co. v. Lord Provost, etc. of Edinburgh (1894) at pp. 475-6)

6.5.7 The valuer must stand in the shoes of a prospective hypothetical 
tenant with the trading accounts available on the valuation date (1 
April 1993 for the current rating list (see 5.4.38 et seq.)) and ask: 
what rental bid would be made for the hereditament for the next 
twelve months?

6.5.8 Generally, if the profit depends upon the personal skill of the 
tenant and could be made in other premises, as well as in the 
premises in question, then the expected amount of the profits will 
not affect the rent. But if the profits can only be earned in the 
premises to be rated, and can be earned there by any ordinary 
tenant, then the anticipated profits will materially affect the rent, 
although the extent of the influence will depend on negotiation, 
often called the 'higgling of the market'.

6.5.9 It is the facility to make trade profits afforded by a particular 
hereditament to a hypothetical tenant which will enhance the value 
of that hereditament, and not necessarily the profits made by a 
particular trader.

6.5.10 It seems that where the (hypothetical or actual) landlord has a 
monopoly, or quasi-monopoly, the profits which the tenant can 
expect to make will affect the letting value, and that the rent paid 
will depend on:
(a) whether the tenant is the only person who can earn the profits 
likely to be made; and
(b) whether the hereditament is the only hereditament in which 
the profits can be made, i.e., whether the landlord's monopoly is 
complete or not.

6.5.11 If premises are occupied for the sake of making a profit,
any restrictions which the law has imposed upon the profit-earning 
capacity of the undertaking must of course be considered in estimating 
the rateable value. (London County Council v. Erith &• West Ham (1893) 
at p. 592).
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6.5.12 Statute can limit profits in two ways:
(a) by limiting the charges which a trader can impose between 
himself and the public; and
(b) by appropriating the whole or part of earned profits to 
particular objectives.

6.5.13 Case law shows that limitations described in (a) above must be 
taken into account, but limitations described in (b) must not.

6.5.14 It is accepted that the hypothetical tenant must occupy under the 
same statutory restrictions as the actual tenant.

6.5.15 Basically, the profits method of valuation requires an estimation of 
the average annual gross earnings from the property and the deduc 
tion from this of average annual working expenses (excluding rent 
and rates) and an amount (tenant's share) to reflect the tenant's 
remuneration, which should include a return on capital invested as 
well as an element to reflect the risk involved in running the 
business. The balance represents the amount which the tenant 
could afford to pay in rent and (because they are based on rent) 
rates, (see Figure 6.1)

6.5.16 It can be seen that it is the profitability of the occupier's business 
which is valued in order to assess the rent which the occupier can 
afford to pay for the premises which accommodate the business.

6.5.17 It is, therefore, necessary to consider the profits method of valu 
ation in relation to such properties as 'properties with trading 
potential', defined (Colborne and Hall, 1992, p. 43) as:
a property which is designed or adapted for a particular purpose and 
fully equipped and trading as an operative entity.

6.5.18 As indicated above, the kind of property which is generally valued 
using the profits method is a property for which a licence is 
required before it can be used to trade legally. The nature of the 
licence must be investigated prior to undertaking the valuation 
because the licence may also impose conditions as to the state of 
the premises and the facilities provided, as well as on the conduct 
of the trading activity.

6.5.19 The nature of the licence may vary according to the location of the 
property. In some instances, the statutes and regulations relating to 
London are different from those relating to the rest of the UK. In 
addition, local bye-laws, national policy, etc., may impose local 
variations on specific trades which may affect the property and 
therefore the rental value.
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Gross receipts

Adjusted if necessary, to show only those receipts relating to the running of 
the undertaking by a hypothetical tenant

Adjusted gross receipts £___ 

LESS: Working Expenses

Adjusted if necessary to show only those receipts relating to the running of 
the undertaking by a hypothetical tenant including repairs and insurance of 
the hereditament but excluding rent and rates.

Adjusted working expenses £___ 

Divisible balance (or net profit) £

LESS: Tenant's share comprising:
a. interest on capital invested, including cash in bank, fixtures and fittings,
stock, contingency fund, etc.
b. risk
c. remuneration
Tenant's share is usually taken as a percentage of either gross receipts,
tenant's capital or divisible balance

Tenant's share £__ 

Rent and rates £__ 

To calculate rateable value, let RV = X 

Rent and rates = X + (X X UBR)

Figure 6.1 Profits method of valuation.

6.5.20 Similarly, building regulations, regulations relating to public 
health, sanitary appliances, fire safety, safety at sports grounds, 
occupier's liability, general legislation regulating the workplace 
and employment, Sunday observance, planning and the supply of 
water for such properties offering public fishing and navigation 
activities all require full investigation (see Marshall and 
Williamson, 1997)
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6.5.21 Fixtures and fittings
Also, because of the requirement to value the property as a trading 
enterprise, it is necessary to include all tenant's fixtures and 
fittings, because, while these are not allocated a specific value, not 
to have them would mean that the levels of income and expenditure 
could not be achieved and that therefore the profit (out of which the 
rent is notionally payable) would be impossible to make.

6.5.22 Goodwill
Similarly, it is necessary to include within the valuation (again, 
generally without allocating to it a specific value) the goodwill 
which attaches to the trade.

6.5.23 Goodwill has been defined as an intangible but marketable asset 
founded on the probability that customers will resort to the same 
[business] premises ...' (Jones Lang Wootton (1989) p. 87)

6.5.24 It is necessary to value both the goodwill which attaches to the 
property and the goodwill which attaches to the site in the profits 
method.

6.5.25 It is to be assumed that the trader represents the hypothetical 
tenant and is of average skill and ability. Where this is not the case 
(e.g., the trader is demonstrably incompetent in running the 
business or the trader is a well-known personality, as a result of 
which trading profits greatly exceed those which would be 
achievable by anyone else), allowance must be made in the profits 
method to reflect this.

6.5.26 Remember that, while using the accounts of the actual trader, it is 
the accounts of a hypothetical tenant which are to be used to fix 
rateable value.

6.5.27 It may be that the use of the profits method will show no rent 
available for the landlord. This is acceptable, but in such cases a 
tenant's overbid should be considered.

6.5.28 An overbid is rent paid to a landlord in excess of the monetary 
worth to the occupier, and may exist where an occupier has a 
extraordinary desire or obligation to occupy premises, regardless 
of market rental values.

6.5.29 An example of such a situation is where property occupied by a 
local authority is run at a loss and is of a type normally valued by 
reference to its profit. It may be necessary to increase the 'rent'
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produced by the profits method to take into account the additional 
motives which a local authority may have as a hypothetical tenant 
over and above those of a purely commercial competitor. This 
principle of local authority's overbid has been established by the 
Lands Tribunal in a series of cases concerning municipal markets, 
a beach and esplanade undertaking and a pier (Taunton Borough 
Council v. Sture (VO) (1958); Lowestoft Borough Council v 
Scaife (VO) (I960)).

6.5.30 A criticism of the principle of 'overbid' is that the amount of 
overbid is necessarily an arbitrary figure which cannot be proven 
by market evidence.

6.5.31 Date of Valuation
Following the decision in Barren v. Gravesend Assessment 
Committee (1941), as amended by Sch 6 para. 2 (3)(4) of the 1988 
Act, the accounts to be considered are those available to the 
hypothetical tenant at the date of valuation, i.e., the valuation is to 
be based on the tone of the list (see 5.4.44), and the relevant 
accounts to be used are the last ones available to the valuation 
officer when the rating list was prepared.

6.5.32 The practice has been to base the valuation on the last accounts 
available prior to the date of valuation, but to admit in evidence 
the latest available accounts to the date of the proposal where these 
illustrate the working of factors in existence at the date of 
valuation. Where the latest accounts show the workings of a factor 
which would have influenced the mind of the hypothetical tenant 
at the date of valuation, they are admissible as evidence only to 
show the presence of that influence.

6.5.33 Application
From the decision in Kingston Union v. Metropolitan Water Board 
(1926), the profits method may be summarised as follows.

6.5.34 From the gross receipts of the undertaking for the preceding year, 
deduct working expenses, an allowance for tenant's profits and the 
cost of repairs and other statutory deductions and treat the balance 
remaining as the rateable value plus rates. In outline, the valuation 
is as shown in Figure 6.1.

6.5.35 Gross receipts and working expenses are ascertained from the 
actual audited accounts. It is important to remember that the rent 
to be fixed is the rent which the hypothetical tenant will pay for the 
hereditament on the statutory terms, and not the rent which the 
actual occupier would pay.
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6.5.36 Ensure that the accounts relate only to the hereditament being 
valued and do not include other hereditaments or, if they do, that 
they are adjusted accordingly. Audited accounts are prepared for 
an individual's (person's or company's) tax purposes. They are 
not prepared for valuation purposes and may need a large degree 
of adjustment (perhaps even explanation) before they are suitable 
for use in a valuation.

6.5.37 Usually three years' audited accounts are required to identify 
business trends, etc., on which to base the rental value.

6.5.38 Remember that the hypothetical tenant is a trader of average 
competence. If the actual occupier is above or below average 
competence, the accounts will need to be adjusted before they can 
be used in the valuation.

6.5.39 In calculating rateable value, omit from the accounts only repair 
items which involve capital expenditure, since a tenant would not 
be expected to carry out such work. It is important to arrive at an 
average cost for repairs, and it is therefore necessary to consider 
several years' accounts, in order to achieve a reasonable estimate 
of annual outgoings and to allow for regular but not always annual 
items of expenditure. Allowance should also be made for future 
liabilities, inflation and VAT.

6.5.40 Make necessary additions for sinking funds to replace such 
depreciating items as buildings, rateable plant and machinery, etc., 
but not, of course, land. Calculate the replacement cost of each 
item, and spread it over its predictable useful life.

6.5.41 In assessing the proper share of net profit for the tenant, it is 
important to allow an appropriate return on capital invested, as 
well as an element to cover risk, i.e., an inducement to undertake 
the business and remuneration in running the business. These three 
items must be included and a percentage of either gross receipts, 
tenant's capital or divisible balance may be taken to cover them. 
In all three cases, whichever one is chosen, the higher the risk, the 
higher the percentage that the tenant will require.

6.5.42 Accounts available after the date of valuation are inadmissible as 
evidence, unless they are confined to proving trends, etc., 
indicated in the earlier accounts.

6.5.43 Strictest confidentiality is required when dealing with accounts 
and no disclosure can be made by the valuation officer to a third 
party without consent.
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6 e The contractor's test

6.6.1 Introduction
Where property is of a kind which is rarely let, interest on the 
capital value or on the actual cost of land and buildings may be 
used as a guide to fixing a rateable value.

6.6.2 The measure of rateable value is defined by statute as the rent 
which might reasonably be expected: interest on cost or on capital 
value cannot be substituted for the net rental value, but, in the 
absence of the best evidence (i.e. rents), it can be looked at as 
prima facie evidence in order to answer the question of fact - what 
rent might a tenant reasonably be expected to pay?

6.6.3 There is judicial authority over a long period of time to support 
this practice. In fact, even where rental evidence is available, 
interest on cost or capital value is admissible, although 
consideration must be given to its weight as evidence (Garton v. 
Hunter (TO) (1969)).

6.6.4 In.R. v. School Board for London (1885), Cave J, said (as reported 
in Ryde on Rating):
Interest on cost is a rough test undoubtedly. It is a test in some cases 
but it is not a test in others. If the place is occupied by a tenant, it is 
not a good test at all, because the rent which he actually pays is a far 
better one. If the place is unlet, it is not at all a good test; because it 
may be that no tenant would give anything approaching to the interest 
on the cost. But if the place is occupied by the owner himself, then it 
is in some sense a test, a rough test no doubt, and only prima facie 
evidence, but still some evidence, to show what the value of the occu 
pation is.... If he could get a place cheaper, at a less rent than the 
interest on the cost comes to, it is to be assumed he would not go to the 
expense of building, he would prefer to take the cheaper course and 
pay the rent.

6.6.5 The contractor's test has been applied to schools (R. v. School 
Board for London (1886)); sewers (London County Council v. 
Erith & West Ham (1893)); a lighthouse (Lancaster Port 
Commissioner v. Barrow-in-Furness Overseers (1897)); a 
reservoir (Liverpool Corporation v. Llanfyllin Assessment 
Committee (1899)); a farm equipped with sewage plant (Davies v. 
Seisdon Union (1908)), and municipal property, such as town hall 
(Chandler (VO) v. East Suffolk County Council (1958)); a fire 
station (North Riding of Yorkshire County Council, v. Bell (VO) 
(1958)); a swimming pool (Woking Urban District Council v.
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Baker (VO) (1959)); a teachers' training college (Cardiff 
Corporation v. Williams (VO) (1973)); an airport (Coppin (VO) v. 
East Midlands Airport Joint Committee (1970)); college and uni 
versity buildings (Oxford University v. Oxford Corporation (1902) 
etc.); museums (Cambridge University v. Cambridge Union 
(1905)); an old people's home (Davey (VO) v. God's Port Housing 
Society Ltd, (1958)); plant and machinery (Shell-Mex & B.P. Ltd. 
v. James (VO) (I960)); football stadia (Tomlinson (VO) v. 
Plymouth Argyle Football Co. Ltd. (I960)); a cricket ground 
(Warwickshire County Cricket Club v. Rennick (VO) (1959)); and 
industrial premises (Cardiff Rating Authority & Cardiff 
Assessment Committee v. Guest Keen Baldwin's Iron and Steel 
Co. Ltd. (1949)).

6.6.6 Although as a result of Carton v. Hunter (VO) (1969), cost or 
capital value can be referred to even where rental evidence is 
available, it is rare that it will be preferred to actual rents or to 
evidence based on receipts and expenditure or to a direct 
comparison with assessments of comparable hereditaments. The 
contractor's test tends to be a method of last resort.

6.6.7 The Lands Tribunal has frequently rejected the contractor's test in 
favour of one of the other methods of valuation currently used in 
rating.

6.6.8 In Cardiff Rating Authority & Cardiff Assessment Committee v. 
Guest Keen Baldwin's Iron and Steel Co. Ltd. (1949), Denning 
LJ, said (p. 394):
It is only one of the ways in which the tribunal of fact can form some 
idea of what a hypothetical tenant would pay.... Even when the 
contractor's basis is taken, the assessment on that basis is open to great 
variations up and down, as, for instance, in assessing the effective 
capital value and in deciding what percentage to take on it.... The 
possible variations may become so great that the contractor's basis 
ceases to be a significant factor in the assessment. In such a situation 
the tribunal of fact may prefer to take some other basis ...

6.6.9 The contractor's test may also be useless as a guide to annual 
value if the evidence shows that the hypothetical tenant would not 
have paid a rent based on cost.

6.6.10 Principle
What has to be determined is not what the landlord would ask, but 
what a tenant would give. The landlord is assumed to be a person 
willing to let to a tenant willing to take, and not a person in a 
position to dictate terms (R. v. Paddington (VO) exparte Peachey
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Property Corporation Ltd. (1965)), so that consideration of the 
landlord's costs is wrong. However, reference to cost of capital 
value can be justified from a tenant's point of view.

6.6.11 In Cardiff Corporation v. Williams (VO) (1973), Lord Denning 
MR, (at p. 21) described the following passage (from the Solicitor 
General in Dawkins (VO) v. Royal Leamington Spa Corporation 
and Warwickshire County Council (1961)) as the 'classic expla 
nation' of the contractor's basis:
As I understand it, the argument is that the hypothetical tenant has an 
alternative to leasing the hereditament and paying rent for it; he can 
build a precisely similar building himself. He could borrow the money, 
on which he would have to pay interest; or use his own capital on which 
he would have to forego interest to put up a similar building for his 
owner-occupation rather than rent it, and he will do that rather than pay 
what he would regard as an excessive rent - that is, a rent which is 
greater than the interest he foregoes by using his own capital to build the 
building himself. The argument is that he will therefore be unwilling to 
pay more as an annual rent for a hereditament than it would cost him in 
the way of annual interest on the capital sum necessary to build a simi 
lar hereditament. On the other hand, if the annual rent demanded is 
fixed marginally below what it would cost him in the way of annual 
interest on the capital sum necessary to build a similar hereditament, it 
will be in his interest to rent the hereditament rather than build it.

Thus, it can be argued, the contractor's test should produce a 
ceiling rent above which the rent under the statutory definition 
should not go.

6.6.12 Application
Where cost and value are closely related, as with new buildings, 
this method of valuation involves little more than the application 
of appropriate percentages to the cost of constructing the buildings 
and to the cost of acquiring the land of which the hereditament is 
to consist.

6.6.13 However, with the rise of building costs and where time and other 
factors affect the physical state of the hereditament, a wide gap 
between cost and value means that a modification to the method is 
essential if it is to produce credible rateable values.

6.6.14 Accordingly, after the cost of construction has been ascertained, it 
is the practice to reduce the figure to one which represents the 
'effective capital value' (ECV) of the hereditament: i.e. the market 
value of the actual hereditament in a form effective for its purpose 
at the date of valuation. The appropriate percentage is then applied 
to the effective capital value.
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6.6.15 In Gilmore (VO) v. Baker-Carr (No. 2) (1963), the Lands Tribunal 
recognised five stages in applying the contractor's basis.

6.6.16 First stage
Estimate the cost of construction of the building, including any 
rateable plant and machinery, as at the valuation date, currently 1 
April 1993. There is a difference of opinion as to whether it is bet 
ter to take the cost of replacing the actual building as it is, or the 
cost of a substitute building providing identical accommodation, 
but in a modern building. The simple substitute building estimate 
would seem to be preferred as being the most likely structure 
which would actually be replaced. Costs include non-remunerative 
costs, such as exceptional site works and fees, but not VAT.

6.6.17 Second stage
Make deductions from the cost of construction to allow for age, 
obsolescence and any other design and occupational factors 
necessary to arrive at the 'effective capital value' (ECV). 
Obsolescence can take various forms, and physical, legal, social, 
economic and functional obsolescence should all be reflected.

6.6.18 In Imperial College of Science and Technology v. Ebdon (VO) and 
Westminster City Council (1984), the Lands Tribunal considered 
that an 'effective capital value' could more accurately be 
described as an 'adjusted replacement cost'. The object of this 
stage is to adjust the cost of the substitute building to allow for the 
actual state of the existing building, so that the second stage is not 
a conversion of cost into value. If there is sufficient evidence of 
relevant capital transactions, there seems to be no reason, in prin 
ciple, why the valuation should not begin at this stage.

6.6.19 Third stage
Establish the cost of the land as a cleared site with all services 
available. The principle of rebus sic stantibus demands that the 
land be valued as if limited to its existing use.

6.6.20 The value of the site may reflect advantages or disadvantages 
which are not accounted for in the ECV of the substitute buildings, 
but which should be reflected in the adjusted cost (Imperial 
College of Science and Technology v. Ebdon (VO) and 
Westminster City Council (1984)).

6.6.21 Thus, the deductions made from building costs and land values 
may be different.
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6.6.22 Fourth stage
Apply the decapitalisation rate (market rate or rates at which 
money can be borrowed or invested) to the effective capital value 
of the buildings and the land. To the 'real rate of interest', add for 
a borrower's premium, if appropriate, depreciation and the repair 
liability (Imperial College of Science and Technology v. Ebdon 
(VO) and Westminster City Council (1984) see also 6.6.30-32).

6.6.23 The Secretary of State, under the powers given him to prescribe 
'rules' and 'principles' to be applied to valuations, has removed 
the consideration of an appropriate rate per cent from market 
consideration. Under the regulations (reg. 2 of the Non Domestic 
Rating (Miscellaneous Provisions) (No 2) Regulations 1989 (SI 
1989 No. 2303), as amended by the Non Domestic Rating 
(Miscellaneous Provisions) (No. 2) (Amendment) Regulations 
1994 (SI 1994 No. 3122), a rate of 3.67% is specified as applying 
to the notional cost of construction for certain non-profit-making 
educational hereditaments, hospitals and maternity homes, and a 
rate of 5.5% in other cases decided under the 1995 rating lists.

6.6.24 The result should be what it would cost the occupier in annual 
terms to provide the hereditament for himself, rather than to rent it.

6.6.25 Fifth stage
The object at this stage is to take into account any items that have 
not already been considered in valuing the buildings and land, in 
order to arrive at the annual equivalent of the likely capital cost to 
the hypothetical tenant.

6.6.26 Such considerations may include the economic health of an 
industry, but not of an individual company, poor site access and 
the inflexibility of a district heating scheme (Imperial College of 
Science and Technology v. Ebdon (VO) and Westminster City 
Council (1984)). However, be careful not to duplicate allowances 
made at any earlier stages.

6.6.27 Sixth Stage
A sixth stage was added by the Lands Tribunal in Imperial College 
of Science and Technology v. Ebdon (VO) and Westminster City 
Council (1984), and this involves considering whether the result of 
the fifth stage is likely to be pushed up or down in the negotiations 
between a hypothetical landlord and a hypothetical tenant, having 
regard to the relative bargaining strengths of the parties. This 
could be called the 'stand back and look' stage which is, of course, 
something every valuer should do for every valuation.
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g g 28 Value and cost distinguished
It is very important to distinguish between value and cost. This 
applies equally, whether the cost is the actual cost of providing the 
hereditament or the estimated cost of providing a simple substitute 
building. Two properties may have identical accommodation and 
be worth the same if they were rented on the open market, but cost 
different amounts to build. For example, if a property is built on 
poor soil with expensive foundations at a cost of £100,000 but 
could have been constructed elsewhere for £75,000, the latter is 
the basis upon which the calculation must be based. There is also 
a distinction between expenditure which is unforeseen and 
accidental, and expenditure which is deliberately undertaken; the 
former should be ignored and the latter taken into account.

6.6.29 In valuing older buildings, deductions, often large in amount, may 
be necessary in order to take account of age and the various forms 
of obsolescence (see 6.6.17). The effective capital value of 
buildings, some of them built centuries ago, has been determined 
by visualising either a replacement of them or a substitution for 
them and then comparing in terms of value the replacement or 
substitute buildings with the actual buildings. This comparison has 
usually involved reference to a scale of deductions for age and 
obsolescence devised and used in the assessment of local- 
authority schools, either applied strictly or varied according to the 
judgement of the valuer. It is disabilities which affect, for 
example, the operating efficiency of the hereditament which 
should be used to reduce costs to effective capital values.

6.6.30 Decapitalisation rate
Before 1990, the percentage of effective capital value which was 
to be taken as annual value was affected by the motive of the 
hypothetical tenant in taking the hereditament and the ability of 
the hypothetical tenant to pay. The application of a market rate to 
the effective capital value may be inappropriate as that would 
show what it would cost in annual terms to become an owner of 
the hereditament. Owners have advantages which occupiers do not 
have (e.g. a permanent interest in the property, freedom to alter or 
improve it, the benefit of capital appreciation), so that an annual 
tenancy is less valuable than ownership, and the annual rent must 
be fixed below the market interest rate.

6.6.31 The fact that a particular occupier can borrow money at low rates 
of interest, or can obtain money in the form of benefactories, or 
government grants, is irrelevant.

6.6.32 The Secretary of State, under the powers given him to prescribe
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'rules' and 'principles' to be applied to valuations, has removed 
the consideration of an appropriate rate per cent from market 
forces. Under reg. 2 of the Non Domestic Rating (Miscellaneous 
Provisions) (No 2) Regulations 1989 (SI 1989 No. 2303) (as 
amended), a rate of 3.67% is specified as applying to the notional 
cost of construction for certain non-profit-making educational 
hereditaments, hospitals and maternity homes, and a rate of 5.5% 
in other cases decided under the 1995 rating lists.

6.6.33 Artificial approach
The Lands Tribunal, while accepting the contractor's basis as 'a 
poor best', has criticised 'the artificiality of the approach' 
(Downing, Newnham, Churchill & King's Colleges, Cambridge v. 
City of Cambridge and Allsop (VO) (1968)). However, in Eton 
College (Provost and Fellows) v. Lane (VO) and Eton Rural 
District Council (1971), the Tribunal said (at p. 182):
Provided a valuer using this approach is sufficiently experienced, and 
is aware of what he is doing, and knows just how he is using his 
particular variant of the method, and provided he constantly keeps in 
mind what he is comparing with what, we are satisfied that the 
contractor's basis provides a valuation instrument at least as precise as 
any other approach.

6.7 Comparable rating assessments

6.7.1 Although hardly a method of valuation, reference to rating assess 
ments of comparable hereditaments is widely used in order to 
ascertain the rateable value of a hereditament where better evi 
dence is lacking, or in order to supplement other evidence.

In Howarth v. Price (VO) (1965), the Lands Tribunal said (at p. 
199):
Where, however, there is a paucity of satisfactory direct rental 
evidence, then the best evidence as to rental value is likely to be the 
'indirect' evidence provided by the [rateable] values of similar 
hereditaments; and the greater the similarity between these other 
hereditaments to the particular hereditament in physical respects such 
as nature of property, type, age, design, size and surroundings, the 
better is the evidence so provided. Should there be available as 
comparables a number of hereditaments all equally similar to the 
particular hereditament in all material physical respects, then those 
which are in the same locality as the particular hereditament normally 
provide better evidence as to rental value than those which are in some
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other locality, because the former are more likely to be in similar 
economic sites and therefore the more truly comparable.

6.7.2 The principle was stated by Atkins LJ, in Pointer v. Norwich 
Assessment Committee (1922) (at p. 477):
In my opinion evidence of the rateable value must be admissible; and 
for two reasons. In the first place, in cases in which both premises are 
in the same [authority area], it is evidence against the [valuation offi 
cer] in the nature of an admission. And secondly, it may be the only 
way in which you can get at the rent at which the appellant's premises 
are worth to let by the year ...

6.7.3 In Shrewsbury Schools v. Shrewsbury Borough Council and 
Plumpton (VO) (1960), the Lands Tribunal re-stated the rule (at p. 
322) as follows:
With regard to the admissibility of the assessments of other public 
schools, we are definitely of the opinion that such assessments are 
admissible as evidence on the grounds stated by Atkins LJ, in Pointer 
v. Norwich Assessment Committee [see 6.7.2]... it seems to us that the 
admission is no longer effective only in relation to the particular list of 
the [billing authority] area. The valuation officer is the agent of the 
Inland Revenue, and in our view, the scope of the admission must now 
be extended to all lists in England and Wales ... Moreover, the 
valuation officer in the present appeal, as indeed in all appeals, 
appears as the agent of the Inland Revenue duly appointed for that 
purpose, and it seems to us to follow that he is not at liberty to impugn 
assessments in [rating] lists even though they be outside his own 
valuation area.

6.7.4 Thus, it would seem that a valuation officer cannot challenge the 
assessment of a hereditament in his own area, whether made by 
himself or a predecessor. However, an assessment under appeal is 
customarily excluded from consideration as being unlikely to 
provide reliable evidence of value (Thomas Scott & Son (Bakers) 
Ltd. v. Davies (VO) (1969)).

6-7.5 In the production of any rateable value, except on the production 
of a new rating list, the use of comparable assessments to support 
better evidence, such as rents, illustrates to the valuation tribunal 
and to the ratepayer the relative fairness (or otherwise) of the level 
of rateable value fixed.

6.7.6 The problem of assessing a property type which was not in 
existence at the date of valuation occurred during the 17 year life 
of the 1973 valuation list in relation to retail warehouses and out- 
of-town superstores, amongst others. There was no rental evidence



MCE w-
8/U/97 1:27 am Page 101

Check-list 101

of similar properties in existence as at 1 April 1973 (the valuation 
date for the 1973 valuation list). The courts resolved the problem 
of the lack of actual rental evidence by treating rating assessments 
of similar property types already in the list as the rental value of 
the property as at 1 April 1973, which could then be used as 
comparable (rental) evidence in the assessment of new properties 
or when the assessment of existing properties was challenged (J. 
Sainsbury Ltd. v. Wood (VO) (1980)). Although inherently 
unsatisfactory, since, of necessity, these assessments had been 
based on rental evidence of dissimilar shop units, a method of 
arriving at the rating assessment was achieved.

6.7.7 It has always been possible to use comparable assessments once 
the rating list has been established and the values confirmed by the 
valuation tribunal, i.e., when the 'tone of the list' was established 
(see 5.4.38-45).

6.7.8 When basing the assessment of a hereditament on comparable 
assessments, the Lands Tribunal (in Lamb v. Minards (VO) (1974) 
said (at p. 162): '... with the passage of time the volume of 
established assessments acquires weight as evidence of accepted 
values...', and it seems that at least twelve months must pass after 
a revaluation in order to establish (and presumably test) the tone 
of the list for values of hereditaments in any given area before they 
can be used as evidence on which to base comparable assessments.

6.7.9 The more unusual the hereditament, the further afield it is possible 
to go for comparable assessments. For example, in Shrewsbury 
Schools v. Shrewsbury Borough Council and Plumpton (VO) 
(1960), the Tribunal admitted evidence of the assessments of 
ninety-nine public schools in all parts of the country. But in the 
case of ordinary types of hereditaments, such as offices or shops, 
evidence of assessments outside the locality will usually be of 
little or no value. However, for all classes of hereditament it is 
legitimate to refer to assessments throughout the country for the 
purpose of showing valuation practice and method (William Hill 
(Hove) Ltd. v. Burton (VO) (1958)).

6.8 Check-list ___________________

6.8.1 Legislation does not prescribe methods of valuation, except for the 
so-called statutory undertakers' operational property (6.3).
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6.8.2 All methods of valuation are admissible as evidence, the 'good 
ness or badness' of them goes to their weight as evidence (6.2.7).

6.8.3 Rents are considered to be the best evidence for fixing a rateable 
value, although they must be suitable and reliable and may need 
adjustment so that they conform to the statutory definition of 
rateable value (6.4).

6.8.4 Where there is an element of monopoly, a profits method may be 
used. While profits are not rateable, they may give an indication of 
the level of rent which a hypothetical tenant may offer in order to 
achieve that amount of profit (6.5).

6.8.5 Where a type of hereditament is predominantly owner-occupied 
and seldom if ever let, recourse may be had to a contractor's test 
(cost-based approach). While cost does not equate to value, it can 
be used to identify the potential 'book' rent which a hypothetical 
tenant would charge himself if he built himself the hereditament 
(6.6).

6.8.6 In all cases, comparable rating assessments should be used to 
support rating valuations and may be used as direct comparisons 
in order to achieve a rateable value (6.7).



Chapter 7

Valuation of usual property types

7.1 Synopsis

7.1.1 All non-domestic hereditaments are valued to rateable value, in 
accordance with the definition laid down in the Local Government 
Finance Act 1988 and the principles established by case law (see 
Chapter 5).

7.1.2 All non-domestic hereditaments are valued using one or a 
combination of the traditional methods of valuation (see Chapter 
6).

7.1.3 All relevant factors which affect the market value of hereditaments 
are taken into account in fixing the rateable value of non-domestic 
property, unless rating law and practice states the contrary.

7.2 Introduction

7.2.1 Consideration was given to the basis and principles used to assess 
rateable value in Chapter 5 and to the traditional methods of valu 
ation in Chapter 6. These two earlier chapters set out the basis of 
the valuation of hereditaments for rating purposes.

7.2.2 However, in addition to these rules and principles, the nature of 
the property type to be valued may also affect the valuation 
methodology.

7.2.3 This Chapter explains very briefly how the general principles of 
both rating and valuation are applied to specific property types, 
and any unique features which such properties may possess are 
highlighted in so far as they affect rating valuations.
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7.2.4 It is assumed that the reader is familiar with the basics of valuation 
techniques, including the RICS/ISVA Code of Measuring 
Practice, all of which are essential to understanding the practice of 
valuing property for rating purposes.

7.2.5 The more usual property types (shops, offices and industrial 
properties) are considered here, together with certain other 
specialist properties which illustrate how the methods of valuation 
may be varied to suit circumstances. It should be recognised, 
however, that in most cases, each is a specialism and that the 
advice of a specialist valuer may be necessary in practice. This 
Chapter aims to do no more than indicate features which should be 
taken into account when valuing these properly types for rating 
purposes. There is no check-list at the end of this Chapter. The 
reader is referred to the bibliography for further references.

7.3 Shops and other retail properties

7.3.1 Rental evidence is used to produce a rateable value for shops; 
reference should be made to the methods of selecting, adjusting 
and testing rental evidence for the purposes of fixing a rateable 
value described in 6.4.

7.3.2 It is important to recognise that there is a large range of different 
kinds of shop properties from the small, isolated rural shop, through 
the parade of suburban shops, the standard units within purpose- 
built shopping centres, to the (relatively) enormous out-of-town 
superstores and the city-centre department stores. It is, therefore, 
extremely misleading to talk of 'the market' for shop properties, 
when, in fact, each of the shop-property types has a market of its 
own. These and other principles need to be reflected in rating 
assessments, as they do in valuations for any other purpose, and the 
choice of comparable properties must be made in such a light.

7.3.3 Similarly, locality (city centre, sub-urban secondary area, local 
tertiary (often isolated) or out-of-town centre) is crucial both to the 
nature of the properties and to the comparables which are useful.

7.3.4 Shop premises are measured to net internal area (or effective floor 
area), with the sales area (normally ground floor) being of major 
importance, and the unit of comparison normally being a price per 
square metres in terms of Zone A (see 7.3.9-18 and Appendix E). 
Alternatively, the unit of comparison may be a price per square
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metre overall, with the areas of ancillary accommodation (storage, 
offices, etc.) given separately. The decision whether to measure an 
area in terms of Zone A or calculate a price per square metre 
overall will depend on the nature of the shop property (see 
7.3.9-18 and Appendix E).

7.3.5 Shops are normally rented in the open market and this should 
mean that a large body of rental evidence is available on which to 
base a rateable value. Rating valuers should, however, be aware of 
the legislation affecting the rent passing between a landlord and 
tenant in the open market because, in some situations, the law 
specifies factors which must be taken into account or ignored in 
fixing the rent passing. Such factors may not apply in rating law 
and, therefore, the rent passing may need to be adjusted if it is to 
be suitable for rateable value purposes.

7.3.6 For example, the Landlord and Tenant Act 1954, which permits a 
tenant to have a new lease after the expiry of a previous lease, 
limits the amount of rent payable under the new lease to ensure 
that any improvements made by the tenant during the previous 21 
years are ignored when fixing the new rent. Within the rating 
hypothesis, where the 'rent' is paid by a hypothetical tenant 'fresh 
on the scene', such improvements would be reflected in the 
rateable value. This difference in the basis of 'rent' payable means 
that the market evidence of rent passing on the property is of little 
use (without adjustment) in fixing the ratable value of the 
hereditament. In such a situation it may be that adjustment of the 
rent is not practicable and that the valuer would find more useful 
market evidence elsewhere.

7.3.7 Other kinds of rents which may need adjustment or outright 
rejection include interim rents, rents paid under extensive user 
restrictions (except those imposed by statute), and rents reduced to 
attract an 'anchor tenant' (a trader introduced into a trading 
location to attract the shopping public which also attracts other 
traders to occupy nearby premises). (See also 6.4 for consideration 
of rental evidence.)

7.3.8 As with the valuation of shops for any other purpose, the rating 
valuer should recognise the relative importance of the trading 
pitches within the retail location. Patterns of value which exist 
within the market should be reflected within rating valuations, 
including the influence of prime pitches; anchor tenants; 'dead 
frontages' (i.e. frontages which do not involve trade and tend to 
present psychological barriers to pedestrian shoppers and inhibit 
them from proceeding further, such as hoardings, dwellings and
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(often) public houses); such important land uses as car parks, 
which may attract passing trade; and restrictions, such as double 
yellow lines, which may limit passing trade.

7.3.9 Physical and rental analysis, therefore, will produce patterns of 
value which must be reflected in rating assessments. Having 
selected and adjusted rents (see 6.4) to conform to the definition of 
rateable value, rents can be analysed to a unit of comparison. 
There are, basically, two methods of analysing shops;
(a) zoning (presenting retail premises in terms of a price per 
square metre in terms of Zone A); and
(b) the overall method (presenting retail premises in terms of a 
price per square metre overall).

7.3.10 Standard or small shops (i.e. the typical shop in the suburban retail 
location) are normally analysed using the zoning method of analy 
sis. Zoning is a method of analysing the sales area of a shop which 
assumes that the front part of a shop in a busy high street is more 
valuable than the rear, because of its proximity to pavement traffic 
and the inducement it offers to window-shoppers. The method of 
zoning varies in different parts of the country; the methodology 
and objectives are explained in more detail in Appendix E.

7.3.11 For rating purposes, it is arithmetical zoning which is used for 
rating, with the depth of each zone (except the remainder) known 
in advance, together with the relative values of any ancillary 
accommodation.

7.3.12 As with any method of comparison, 'as you devalue, so you 
value'. Thus, a comparison must be made of 'like with like'.

7.3.13 Ancillaries are measured and often valued in relation to the price 
per square metre in terms of Zone A. For example, storage 
accommodation may be valued at one-tenth of Zone A frontage 
space. Ideally, of course, the rental value of ancillary 
accommodation should be arrived at by establishing what such 
accommodation is worth in the open market when separately let.

7.3.14 Consideration should be made of disabilities which affect the 
rental value of the property, including steps, columns, obsolete 
layout, inadequate or excessive height, inadequate lighting, and 
poor visibility from the main passing thoroughfare. The amount of 
the deductions should be based on market evidence from 
comparables.
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7.3.15 Other allowances include an allowance for quantity (although 
there must be market evidence to support such an allowance), an 
allowance for size and an allowance for shape (size along'the 
frontage).

7.3.16 Arithmetical zoning is used by rating valuers and by the Valuation 
Office Agency, and is accepted by the courts for the valuation of

Table 7.1 Shop premises valued using the zoning method of analysis

Ground floor
sales

Basement

Total

Zone A
ZoneB
Stock
Sales
Stock
Office
Staff (under pavement)
Stock (under pavement)

Add 1 0% for return frontage

Rateable value

m2

80.0
47.7
16.6

103.1
9.7
2.9

16.8
21.2

£/m2

215.00
107.50
26.87
21.50
14.33
14.33
12.29
10.75

£

17,200
5,128

446
2,217

139
42

206
228

25,606
2,561

28,167
£28,150

Based on a valuation presented in K Shoes Ltd v. Hardy (VO) and Westminster 
City Council (1980).

property types to which its principles apply. Table 7.1 shows a 
typical example of a shop valuation based on zoning.

7.3.27 Zoning is not suitable for 'large' shops, for which it is advisable to 
use rents analysed to a price per square metre overall. Such prop 
erty types include out-of-town superstores. Table 7.2 illustrates 
the valuation of a shop based on a price per square metre overall.

7.3.18 In addition, features to consider within the valuation are likely to 
include car-parking, vehicular access and automated teller 
machines (ATMs) (see Stringer (VO) v. J Sainsbury pic and 
Others (1991)).

7.3. 19 Despite the obvious unsuitability of the zoning method of analysis 
for 'large' shops, in the absence of better (rental) evidence of more 
comparable hereditaments, the zoning method has been recog 
nised by the courts (e.g. in Trevail (VO) v. C & A Modes Ltd. 
(1967)) as being a means by which the rating assessments of larger
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Table 7.2 Shop premises valued based on a price per square metre overall

Level 3 Main shop
Raised life style
Life style entrance
Liquor store, cash office and
manager's office
Warehouse areas
Loading bay
Covered area
Plant rooms
Plant room 3
Cold rooms
Staff rooms, warehouses
and offices
Store and part plant room
Loft (equipment room)
Pump room
Cleaners' store

Level 2 Warehouse
Stores
Canteen and offices
Kitchen
Air conditioning and plant room
Pump room
Store under stairs

Covered parking 191 spaces @ £5

Less 10% allowance for shape and

Rateable value

3,317.3
400.9

14.4
88.2

421.8
81.7

196.7
71.1
11.1
91.6
74.3

35.0
19.3
4.9
2.4

326.7
35.3
96.1
38.9
20.0
40.4

4.0

each

pillars

8.00
6.75

_
6.00

4.00
3.00
1.00
4.00

_

5.00
5.00

3.25
2.00
2.00
2.00
3.00
3.00
4.00
4.00
2.00
1.00
2.00

26,538
2,706

529

1,687
245
197
284

458
372

114
39
10
5

980
106
384
156
40
40

8
34,898

955
35,853
3,585

32,268
£32,000

Confirmed by the Lands Tribunal in Wm Morrison Supermarkets pic v. 
Woffinden (VO) (1990).

shops can be achieved by an examination of the rents of smaller 
shops. (See also J. Sainsbury v. Wood (VO) (1980).)

7.3.20 The increasing use of turnover rents in centres which are managed 
by a single property owner gives an alternative method of arriving 
at a rental value. It should be remembered, however, that in agree 
ing to receive a rent based on turnover, a landlord's priority would 
be the success of the shopping centre as a whole and therefore the 
establishment of a balance of trades within the centre, rather than 
to optimise the rent payable from each unit or hereditament.
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7.3.21 The current trend away from out-of-town retail developments 
imposed by planning guidance notes, the reduction of car access 
into city centres, improved security and electronic shopping are all 
factors which are likely to affect the valuation of retail premises.

7.4 Offices

7.4.1 Offices are valued using rental evidence, reduced to a price per 
square metre overall of space measured to net internal area or 
effective floor area.

7.4.2 Where an office block comprises one hereditament, the 
hereditament will include stairs, passages, etc., and the rateable 
value will reflect the benefit of all of the accommodation. If such 
a property is rented, then the rent may be payable under a full 
repairing and insuring lease and be capable of minimal adjustment 
before being used as a basis for assessing rateable value.

7.4.3 Where an office block is let in suites to different occupiers, it is 
likely that the common parts (e.g. stairs and passages) will not be 
included in any of the hereditaments. Also, it is likely that the 
tenants of the rented parts pay a rent which reserves to the landlord 
the responsibility for repairing (and insuring) the structure. Such 
rents would need to be decreased to reflect the tenant's full repair- 
liability inherent in rateable value. It would also be necessary to 
ascertain the nature of any service charge payable for such 
premises in order to get a full picture of who is responsible for 
what and at what cost.

7.4.4 The needs of modern office occupiers should be considered when 
valuing office premises for rating. The effect of inadequate car- 
parking, IT-based working practices, flexibility of partitions, 
environmental considerations, and their impact on services pro 
vided within office accommodation and any specific occupier 
requirements (such as the trend for banks to occupy modern, shop- 
style premises in preference to the traditional fortress-style 
accommodation) are all factors which should be included within 
the valuation.

7.4.5 While the choice, analysis and adjustment of rental evidence may 
be difficult, the valuation of such hereditaments may appear 
relatively simple. Table 7.3 illustrates a rating valuation for office 
premises.
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Table 7.3 A Valuation of office premises.

Accommodation

Ground floor
First floor
Second floor
Third floor

Total
Plus 30 car-parking spaces

534.1
464.5
571.3
473.8

2,043.7 @ £80 per m2 £163,500
@ £100 each £3,000

Rateable Value________________________ £ ] 66,500 

Based on the valuation presented in Tulang Properties Ltd. v. Noble (VO) (1984).

7.5 Industrial premises

7.5.1 Warehouses and factories are generally measured to net internal 
area on the basis of a price per square metre overall, together with 
any office, car-parking and external storage space.

7.5.2 Despite the fact that most industrial premises are used for 
particular production processes, they should be considered 'vacant 
and to let' for the potential hypothetical tenant(s) for which 
they are most suited. The issues of economic and technical 
obsolescence are likely to be particularly important for this prop 
erty type.

7.5.3 Warehouses
Warehouses are valued using rental evidence and may be part of a 
larger industrial hereditament (i.e. used together with factory 
premises) or be separate hereditaments.

7.5.4 The main factors affecting the value of warehouses include 
accessibility, particularly their proximity to a good road network 
for distribution purposes and the layout of the building and yard, 
which should optimise loading and storage operations. The use of 
fork-lift trucks, for example, requires an absence of columns and 
changes in floor level within the building, and an optimum eaves' 
height can be based on the capacity of these trucks to store goods. 
Tail-board deliveries should ideally be made to covered, raised 
bays with appropriate levels of security both internally and 
externally.

7.5.5 There are, of course, older warehouses which do not meet these 
specifications and their value is reduced as a result.
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7A A valuation of a warehouse

% adjustment £/m2

Ground floor

First mezzanine

Outside

Rateable value

Warehouse
Offices (original)
Offices (additional)
Front
Rear including corridor
Kitchen
Offices
Front
Rear
6 car-parking spaces
@ £150 each

431.1
16.7

15.6
61.8

2.5
75.2
43.2
70.2

62.42
+ 25 78.02

+ 25 78.02
+ 20 74.90
- 5 59.30

78.02
10.00

_

26,909
1,303

1,217
4,629

148
5,867

432
_

900————
£41,405

£41,400

Valuation from Vincent Bach International Ltd. v. Kubbinga (VO) (1994).

7.5.6 An illustration of the valuation of a warehouse appears in Table
7.4.

7.5.7 Factories
The value of factory premises varies depending on their use. There 
are basically two different kinds of factory premises:
(a) general industrial buildings which can be used by a variety of 
occupiers; and
(b) specialised industrial buildings which are purpose-built for a 
specific kind of occupier.

General industrial buildings are often built within industrial 
estates and are capable of being used by a variety of occupiers. 
They are valued using rental evidence.

Once again, factors which affect value include eaves' height, floor 
loading capacity, accessibility to vehicular/rail transport facilities 
which are unrestricted by vehicular weight limitations or low 
bridges, ease of manoeuverability for fork-lift trucks and other 
moving machinery, loading/unloading facilities, availability of a 
suitable labour force and public services.

7.5.10 The non-specialist nature of such industrial buildings means that 
rental evidence can be used to fix a rateable value and therefore 
any special requirements of a particular occupier can be ignored 
within the requirements of the hypothetical tenant (see, for 
example, 5.3.6 and 5.4.7). The valuation of such a factory is simi 
lar to that illustrated for a warehouse in Table 7.4.

7.5.8

7.5.9
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Table 7.5 A valuation of a licensed property based on the 'direct' method of 
valuation

Units

680 
240 

2,600
3,520

Volume figures

680 draught barrels 
120 bottled barrels 
1 ,300 gals wine and spirits

Tied rent 3,520 units 

Total brewer's income

Brewer's bid for rent (50% brewer's income) 
Catering receipts 
Adjusted for 'tone' (£11,500 @ 10%)

2 gaming machines 

Rateable value

Price per unit (£)

5.35 
6.50 
0.90

0.90

£

3,638 
780 

1,170
3,168
8,756

4,378 

1,150
225

5,753 
£5,750

The above is the valuation confirmed in Jones (VO) v. Toby Restaurants South 
Ltd (1992) which concerned appeals made in 1986 and 1989 against assessments 
entered into the 1973 valuation lists. The adjustment for 'tone' included in the 
valuation should not be necessary where quinquennial revaluations are 
maintained.

7.5.11 In addition, there are purpose-built industrial premises for which 
rental evidence is not available. Such properties tend to be owner- 
occupied and, in such a case, the valuation is achieved using the 
contractor's test (see 6.6).

7.5.12 Examples of industrial properties which may be valued using the 
contractor's test are steel works, chemical plants, oil refineries and 
cement works.

7.5.13 Within industrial hereditaments there is likely to be specialist 
plant and machinery and additional information is likely to be 
needed in order to identify the item of plant and machinery, estab 
lish if it is rateable (see 3.2.14-3.2.43) and ascribe to it an 
appropriate value.

7.5.14 Plant and machinery is valued using a replacement cost, to which 
the appropriate decapitalisation rate (currently 3.67% for non- 
educational or hospital hereditaments and 5.5% in all other cases) 
is applied.

7.5.15 The plant and machinery content of an average warehouse is about 
2% of its rateable value and in a non-specialist factory plant and 
machinery accounts for about 5% of the assessment. For more 
specialised property types, plant and machinery may account for
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up to 30% of the rateable value and, in extreme cases, for over 
90%. However, despite this range of impact on the rateable value, 
the presence of plant and machinery within buildings is almost 
invariable.

7.6 Licensed premises

7.6.1 Licensed premises, i.e. those with a licence to sell intoxicating 
liquor, are measured to net internal area and, traditionally, valued 
using a variant of the profits method, called the direct approach 
method, which follows the decision in Robinson Brothers 
(Brewers) Ltd. v. Durham County Assessment Committee (1938) 
that brewers could be considered as potential hypothetical tenants 
of public houses.

7.6.2 The direct approach method assumes that a public house can be 
occupied (in the rating context) by a brewery which would 'tie' the 
public house to sell specific products provided by that brewery. 
The brewery can, therefore, receive the profit both on the 
wholesale trade to the public house and on the retail trade from the 
public house to the consumers. Such relatively high levels of profit 
mean that a brewery could afford to outbid other hypothetical 
tenants in the market.

7.6.3 The direct method of valuation assumes, therefore, that the 
brewery is the hypothetical tenant (having installed a 'tied' tenant 
to run the public house). Firstly, it is necessary to establish the 
reasonably maintainable trade as at the valuation date.

7.6.4 It will depend on the nature of the trade within the premises 
whether there is 'wet' trade (i.e. the sale of liquor) and 'dry' trade 
(i.e. the sale of food) on the premises. The profitability of both 
kinds of trade is taken into account. Similarly, the profits from any 
gaming machines should also be included. An example of a 
valuation based on the 'direct' method of valuation is illustrated in 
Table 7.5.

7.6.5 There is, however, growing concern that the 'direct' method of 
valuation is not appropriate since the 1988 report of the 
Monopolies and Mergers Commission which required breweries 
to limit the number of tied public houses they hold. This has 
radically increased the market for public houses, which are being 
acquired by purchasers who are not brewers and for whom the 
'direct' method of valuation is not suitable.
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7.6.6 Methodologies, including a price per square metre overall, have 
been proposed but none has so far been widely adopted by the 
profession.

7.7 Petrol filling stations

7.7.1 Petrol filling stations are valued using a variant of the profits 
method called 'throughput'.

7.7.2 The 'throughput' variant of the profits method involves an 
estimate of future sales, based to some extent on current and past 
sales, and on the trade enjoyed by other stations in the locality.

7.7.3 Petrol filling stations are often included within out-of-town retail 
properties, particularly hypermarkets and motorway service 
stations. Many petrol filling stations include a small shop selling 
groceries and confectionery as well as goods for motor vehicles, 
and a car-wash; others, the more traditional kind, include 
showrooms, workshops and open yard space to store vehicles. 
These different ancillary uses are valued using comparable rental 
evidence.

7.7.4 The hypothetical tenant for a petrol filling station may be an 
independent trader or an oil company. If the petrol filling station 
sells petrol and petroleum products almost exclusively and is in a 
popular trading location, it is likely that the hypothetical tenant for 
the hereditament is an oil company, which will put a tied manager 
into the premises. In such a case, the rental bid which the 
hypothetical (oil company) tenant offers will be based on the tied 
rent receivable plus a proportion of the wholesale profit which the 
company would make from the sale of its products from the 
hereditament.

7.7.5 The valuation of a petrol filling station is illustrated in Table 
7.6.

7.7.6 Factors which affect the value of petrol filling stations, over and 
above the accommodation, are: the nature of the road on which the 
station is sited; the extent of car ownership within the locality; the 
planning situation for the locality; the visibility of the station from 
the highway; ease of access; traffic volume and speed restrictions 
at the entrance to the station; the nature and range of products sold; 
opening hours and pricing policy; the nature and extent of personal
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Table 7.6 A valuation of a petrol filling station

Estimated capital value
Forecourt sales: 6,000,000 litres per annum @ 28.5p £1,710,000
Decapitalised: YP @ 9% in perpetuity 11 !! 1
Estimated rental value £ 153 900
Shop at 50 sq. m. @£130 £6,500
Car wash: third of net profit £ 12,000
Total additional rental value £1 g^oo
Rental value_________________________________________£172,400
Based on J. R. E. Sedgwick 'Garages and Petrol Filling Stations' in W. H. Rees 
(ed) Valuation: Principles into Practice, The Estates Gazette (4th ed., 1992) p. 
450.
This is a valuation of a prime self-service petrol station on a busy trunk road in 
an outer west London area. Visibility is good and there is a 40 mph speed limit. 
The volume of traffic on the route averages 30,000 vehicles a day and there is a 
call-in rate at the station of ... 760. At an average purchase of [23 litres] this 
results in sales of [17,480 litres] per day or, ... say, [6,000,000 litres] a year on a 
six-and-a-half-day-week basis, ... this is ... the ascertained throughput for the 
previous year, sales having risen steadily over the last five years. The prices 
charged are normal for the area and credit cards are accepted. There is a forecourt 
shop and a car wash. The forecourt itself is covered by a canopy and the pumps 
are in 'starting line' formation to achieve maximum capacity.

service available; the physical nature and layout of the station, 
including physical and technological obsolescence of plant and 
machinery.

7.7.7 The valuation of petrol filling stations, whether for rating purposes 
or for any other purposes, is a specialism and a thorough 
knowledge of both the properties and the trades involved is vital 
for an accurate and professional valuation.

7.8 Bibliography _____________

The following is a brief bibliography. Some other relevant texts 
are listed in the full Bibliography. Other specialist publications 
dealing with the general valuation principles applicable to specific 
property types, together with any changes in the specialist trades 
which affect the use and value of property should also be 
considered.

Marshall, Harvey and Williamson, Hazel, 1994. Law and 
Valuation of Leisure Property. The Estates Gazette Ltd.
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Estates Gazette Ltd. 

RICS/ISVA, 1993. Code of Measuring Practice. Surveyors
Publications.
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Chapter 8

Rating lists

8.1 Synopsis

8.1.1 Rating lists contain an entry for all hereditaments the occupiers or 
owners of which are liable to the Uniform Business Rate. The lists 
are produced every five years by valuation officers.

8.1.2 Rating lists are conclusive proof of liability to rates and rates are 
levied in accordance with the entries in the lists.

8.1.3 There are two kinds of rating lists: local non-domestic rating lists 
and two central non-domestic rating lists (one for England and one 
for Wales).

8.1.4 The local non-domestic rating lists contain entries for 
hereditaments which are located in the areas of billing authorities, 
one list for each billing authority.

8.1.5 The central non-domestic rating list contains entries for 
hereditaments which belong to such nation-wide hereditaments as 
electricity, gas, and railway companies.

8.2 Introduction ________

8.2.1 Section 41 (1) requires the valuation officer for each billing 
authority to compile and then maintain a local non-domestic rating 
list comprising all relevant non-domestic hereditaments (see 
Chapter 3) within that billing authority's area.

8.2.2 Similarly, s. 52 (1) requires the central valuation officer to compile
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and then maintain a central non-domestic rating list, (see 8.4 for 
further details of the central non-domestic rating list.)

8.2.3 The valuation officers are impartial officers appointed by the 
Commissioners of Inland Revenue employed by the Valuation 
Office Agency (VGA), with duties to compile and maintain rating 
lists for the areas for which they are responsible.

8.2.4 Lists are compiled every five years. The first rating lists were 
compiled on 1 April 1990 and the current lists (at the time of 
writing) on 1 April 1995. The rating lists come into force on the 
day on which they are compiled and remain in force until they are 
replaced by new lists.

8.2.5 Daily liability
The concept of a daily rate liability was introduced by the Local 
Government Finance Act 1988. This is because the legislation was 
drafted in tandem with the Community Charge legislation, which 
imposes a daily liability to the Community Charge on community- 
charge payers (see Appendix A for details of the Community 
Charge).

8.2.6 Thus, each ratepayer is liable for the uniform business rate for 
each day on which the hereditament appears in the rating list.

8.2.7 Valuation officers make changes to the list and notify the occupier 
of that change (see Chapter 9).

8.3 Local non-domestic rating lists

8.3.1 For each billing (local) authority area, a valuation officer (VO) is 
appointed by the Commissioners of Inland Revenue.

8.3.2 Under s. 41 (1)1988 Act, the valuation officer has a statutory duty 
to compile and maintain a local non-domestic rating list for each 
billing authority for which he is appointed by the Commissioners 
of Inland Revenue.

8.3.3 The occupier of any relevant non-domestic hereditament shown in 
the rating list is liable to pay rates in respect of that hereditament 
for each day on which it appears in the rating list (s. 43 (1) 1988 
Act). Similarly, the owner of any relevant hereditament shown in 
the rating list is liable to pay rates in respect of that hereditament 
for each day in which it appears in the rating list and for which no
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occupier pays rates (s. 45 (1) 1988 Act) (see also 2.4). Thus, the 
rating lists are conclusive proof of liability to rates.

g.3.4 Only hereditaments which are entirely exempt rates or which are 
entirely domestic are excluded from the list (see Chapter 4). Thus, 
the rating list contains relevant non-domestic hereditaments and 
composite hereditaments (see Chapter 3).

8.3.5 The current rating list became effective on 1 April 1995, when it 
was 'compiled', and is conclusive evidence on all matters 
concerning rate liability in respect of a property, other than the 
identity of the occupier.

8.3.6 The rating list is a daily list (see 8.2.5), and must show, for each 
day in each chargeable financial year for which it is in force, each 
hereditament which is:
(a) situated in the billing authority's area;
(b) a relevant non-domestic hereditament;
(c) not entirely domestic property;
(d) not entirely exempt from local non-domestic rating; and
(e) not a hereditament which must be shown in a central non- 
domestic rating list (s. 42 (1) 1988 Act).

8.3.7 Any composite hereditament (i.e. a hereditament part of which 
comprises domestic property (s. 64 (9) 1988 Act)) and any 
hereditament part of which is exempt, must be identified as such 
in the list (s. 42 (2) 1988 Act).

8.3.8 Where a hereditament spans the border between two billing 
authorities, the hereditament is entered in the list for the billing 
authority area where the majority of the value is located (reg. 6 
Non Domestic Rating (Miscellaneous Provisions) Regulations 
1989 (SI 1989 No. 1060)). Guidance exists in the regulations for 
resolving any dispute.

8.3.9 Local non-domestic rating lists are required to show a description 
of each hereditament, its address, rateable value and any reference 
number ascribed to it by the valuation officer. In respect of any 
alteration directed to be made by a tribunal, the list must state 
whether the direction was given by the Valuation Tribunal (V) or 
the Lands Tribunal (L), and must also show the total of rateable 
values shown in the list in accordance with s. 42 (4) 1988 Act 
(ibid. regs. 2-4). Thus, the pages within the list have the headings 
shown in Figure 8.1:
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Assessment
Number

Description Address Rateable
Value

Effective Date V
or
L

Figure 8.1 Local non-domestic rating list

Note: V indicates that an alteration was made as the result of 
an order by a valuation tribunal
L indicates that an alteration was made as the result of 
an order by the Lands Tribunal

8.3.10 Since these matters must appear in the rating list, they are matters 
on which appeals can be made (see Chapter 9).

8.3.11 Rating lists are prepared every five years (s. 41 (2) 1988 Act). This 
requirement for quinquennial revaluations existed under the pre- 
1990 legislation, but was never in fact achieved in England and 
Wales. The first rating list took effect on 1 April 1990, the current 
list (at the time of writing) took effect on 1 April 1995 and the next 
rating list will take effect on 1 April 2000.

8.3.12 Revaluations
In the year preceding the coming into force of the list (e.g. 1994 
for the 1995 list), the valuation officer compiles the local non- 
domestic rating lists in draft and, not later than 31 December of the 
year before the list takes effect (i.e. 31 December 1994 for the 
1995 list), copies the draft list and hands the copy to the billing 
authority (s. 41 (5) 1988 Act).

8.3.13 The valuation officer retains and amends the draft list, informing 
the billing authority of the amendments by monthly schedules, 
until, on the following 1 April (1 April 1995 for the 1995 list), the 
list comes into force.

8.3.14 On receipt of the draft list, the billing authority is required to 
deposit it at its principal office and take such steps as it thinks 
suitable for giving notice ofit(s. 41 (6) 1988 Act). When the valu 
ation officer informs the billing authority that amendments have 
been made, the billing authority is required to alter the deposited 
copy accordingly (reg. 6 Non Domestic Rating (Miscellaneous 
Provisions) (No. 2) Regulations 1989 (SI 1989 No. 2303).

8.3.15 There is no requirement to inform the occupier at this stage (s. 55 
(1) 1988 Act, and reg. 6 Non Domestic Rating (Miscellaneous
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Provisions) (No 2) Regulations 1989 (SI 1989 No. 2303)), and 
ratepayers are not individually notified of their new assessments 
until they receive their rate demand notices in the financial year in 
which the list takes effect, e.g., the year beginning 1 April 1995 for 
the 1995 list.

8.3.16 The valuation date is two years before the date on which the list 
takes effect, i.e. 1 April 1993 (for the list which took effect on 
1 April 1995), with the hereditament assumed to be in its state 
as at 1 April 1995 (for the 1995 list). All alterations are made 
as at the 1 April 1993 antecedent valuation date (for the 1995 
list see 5.4.45).

8.3.17 Values may be altered by the valuation officer at any time after the 
date the list takes effect (1 April 1995 for the 1995 list), and billing 
authorities are informed of the alterations by monthly updates.

8.4 Central non-domestic rating lists

8.4.1 Under s. 52 of the 1988 Act, a central valuation officer, appointed 
by the Commissioners of Inland Revenue, compiles a central (as 
opposed to a local) non-domestic rating list. There is a central 
rating list for England and a central rating list for Wales. Central 
non-domestic rating lists were introduced ''•with a view to secure 
the central rating en bloc of certain hereditaments' (s. 53 (1) 1988 
Act), e.g. railway hereditaments (see 8.4.10-8.4.17).

8.4.2 The Central Rating Lists Regulations 1989 (SI 1989 No. 2263) as 
amended, prescribe the contents of the central rating lists.

8.4.3 This list is produced centrally and the current central rating list (at 
the time of writing) came into force on 1 April 1995. As for local 
non-domestic rating lists, there is a statutory requirement for 
quinquennial revaluations (s. 52 (2) 1988 Act). The procedure to 
be followed is similar to that for local lists, except that the 
Secretaries of State for the Environment and for Wales are sent the 
copy of the central non-domestic rating list by the central valu 
ation officer and they place it on deposit at their principal offices.

8-4.4 The central rating list contains the rateable values of 
hereditaments which span the country and, therefore, the areas of 
many billing authorities. Having one rateable value for the 
premises of each occupier allows for the rating of national 
networks and the former statutory undertakings (e.g. electricity



8/H/9"7 1:27 am Page 122

122 Ratog lists

and railway properties) to be achieved en bloc, and since all the 
rate revenue raised is paid into a central government 'pool', there 
is no need for the apportionment of rateable values between billing 
authorities.

g.4.5 The central rating list is compiled, maintained and held by the 
central valuation officer and the copy is held by the Secretary of 
State for the Environment at the Marsham Street offices of the 
Department of the Environment in London and by the Secretary of 
State for Wales at the Welsh Office in Cardiff.

8.4.6 Content of the central rating list
Section 53 (2) requires that the central rating list contains, for each 
day, the name of the designated person and the relevant 
hereditament which is occupied (or if unoccupied, owned) by him 
and the rateable value.

8.4.7 The central rating list may also contain such information about the 
hereditaments as may be prescribed by the Secretary of State in 
regulations.

8.4.8 The 1989 regulations (SI 1989 No. 2263, as amended) designate 
the person liable to pay the rates (under s. 53 (1)); prescribe in 
relation to him a description of relevant non-domestic 
hereditaments occupied or, if unoccupied, owned by him; give the 
registered office of the designated person and, if a registered 
company, its registration number; and give the first day (if later 
than 1 April 1995) for which the rateable value shown against the 
designated person took effect.

8.4.9 'Relevant hereditaments' are valued in accordance with the 
appropriate regulations prescribed by the Secretary of State (The 
Central Rating Lists Regulations 1994 (SI 1994 No. 3121)), (see 
also 6.3), with 'excepted hereditaments' being valued in the 
normal way.

8.4.10 Canal hereditaments
The designated person is the British Waterways Board (ibid, part 
1 to the Schedule). Relevant hereditaments are defined to include 
waterways, reservoirs, lighthouses, docks, waste disposal tips; and 
excepted hereditaments include premises so let out as to be 
capable of separate assessment, a shop, warehouse and office 
premises (Non Domestic Rating (Railways, Telecommunications 
& Canal) Regulations 1994 (SI 1994 No. 3123)).
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8.4.11 Electricity supply hereditaments (see 6.3.5)
The designated persons include National Power pic, the Power 
Generation Company pic, the National Grid Company pic, South 
Wales Electricity pic, Manweb pic (part 2 to the Schedule in the 
Central Rating Lists Regulations 1994 (SI 1994 No. 3121)). 
Relevant hereditaments include those used wholly or mainly for 
the generation, transformation and transmission of power, or for 
the purposes of the functions of a public electricity supplier. Note 
that hereditaments occupied for the purposes of generating 
electricity by means of tidal flow are not included on the central 
rating list. Excepted hereditaments include a shop, showroom and 
office premises not on occupational land (see also Electricity 
Supply Industry (Rateable Values) Order 1994 (SI 1994 No. 
3282), as amended).

8.4.12 Gas hereditaments (see 6.3.8)
The designated person is British Gas pic (part 3 to the Schedule in 
the Central Rating Lists Regulations 1994 (SI 1994 No. 3121)). 
Relevant hereditaments include those used wholly or mainly for 
the purposes of a public gas supplier, and for the supply, 
installation or maintenance of gas appliances. Excepted 
hereditaments include premises used wholly or mainly for the 
manufacture of plant and gas fittings, a shop, showroom and office 
premises not situated on occupational land (see also British Gas 
pic (Rateable Values) Order 1994 (SI 1994 No. 3283)).

8.4.13 Railway hereditaments (see 6.3.10)
The designated persons include the British Railways Board, 
Railtrack pic and London Underground Ltd. (part 4 to the 
Schedule in the Central Rating Lists Regulations 1994 (SI 1994 
No. 3121)). Relevant hereditaments include those used wholly or 
mainly for the carriage or goods or persons by rail, and ancillary 
purposes, including the purpose of exhibiting advertisements. 
Excepted hereditaments include a shop, hotel, place of public 
refreshment, offices not situated on operational land and premises 
so let out as to be capable of separate assessment (see The Non 
Domestic Rating (Railways, Telecommunications & Canal) 
Regulations 1994 (SI 1994 No. 3123) and the Railways (Rateable 
Values) Order 1994 (SI 1994 No. 3284).

8.4.14 Telecommunications hereditaments
The designated persons are British Telecommunications pic and 
Mercury Communications Ltd. (part 5 to the Schedule in the 
Central Rating Lists Regulations 1994 (SI 1994 No. 3121)). 
Relevant hereditaments are all hereditaments occupied by posts, 
wires, underground cables and ducts, telephone kiosks, switchgear
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and other equipment not within a building, or by easements 
or wayleaves, which is used for telecommunication services (see 
also reg. 4 of the Non Domestic Rating (Railways, Telecom 
munications and Canal) Regulations 1994 (SI 1994 No. 3123)). 
Note that such hereditaments are no longer valued using a statu 
tory formula (see 6.3.3).

8.4.15 Wafer supply hereditaments (see 6.3.11)
Designated persons include Dwr Cymru Cyfyngedig, Severn Trent 
Water Ltd., Anglian Water Services Ltd. (part 6 to the Schedule in 
the Central Rating Lists Regulations 1994 (SI 1994 No. 3121)). 
Relevant hereditaments are used wholly or mainly for the 
purposes of a water undertaker. Excepted hereditaments include 
premises used wholly or mainly for the manufacture, storage, sale, 
display or demonstration of apparatus or accessories for 
consumers, and office premises not on operational land (see also 
Water Undertakers (Rateable Values) Order 1994 (SI 1994 No. 
3285)).

8.4.16 Long-distance pipelines
Designated persons include Mainline Pipelines Ltd., BP 
Chemicals Ltd., British Steel pic, Shell Chemicals UK Ltd. (part 6 
to the Schedule in the Central Rating Lists Regulations 1994 (SI 
1994 No. 3121)). Relevant hereditaments include cross-country 
pipelines situated within the area of more than one billing 
authority.

8.4.17 The rateable values of each of the kinds of rateable hereditaments 
described above (8.4.10 to 8.4.16) are assessed in accordance with 
separate statutory instruments (see 6.3).

8.5 Inspection

8.5.1 There is a right to inspect the current local rating list held by the 
valuation officer (Sch. 9, para. 8 (1) 1988 Act) or the copy of the 
list and proposed lists deposited with the billing authorities (ibid, 
para. 8 (2) and (4)).

8.5.2 Also, it is possible to transcribe information from the lists at no 
charge and to obtain photocopies at a reasonable charge (ibid, 
para. 8 (9)).

8-5.3 There is a similar right to inspect, etc., the copy of the central non- 
domestic rating list (ibid. para. 8 (3) and (5)).
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8.6.2 Billing authorities and precepting authorities are under a statutory 
duty to inform the valuation officer about material changes in 
circumstances. The valuation officer may either alter the list 
within a specified time or inform the authority in cases where he 
considers that an alteration is not justified (see 9.3.4-6).

8.7 Rent returns

8.7.1 In preparing a new rating list, the valuation officer is empowered 
to request information and to enter and inspect premises (Sch. 9 
para. 7 1988 Act). The valuation officer may serve a notice (issued 
under Sch. 9 para. 5) on the owner, the occupier or both request 
ing information which the valuation officer 'reasonably believes' 
(ibid.) will assist in the carrying out of his functions.

8.7.2 Such written details include information regarding the rent paid on 
any hereditament, which may be used as evidence on which to 
base a rateable value. See also 10.13 for the use of such infor 
mation in valuation proceedings.

8.7.3 If a person served with a notice fails, without reasonable excuse, 
to comply within 21 days, or if, in supplying information in 
purported compliance, he makes a statement which he knows to be 
false, he will be liable to a fine, or to both a fine and a term of 
imprisonment (Sch. 9, para. 5).

8.8 Check-list ______

8.8.1 There are two kinds of rating lists: the local non-domestic rating 
list (one prepared for each billing authority area) and the central 
non-domestic rating list (containing hereditaments valued en bloc, 
e.g. railway hereditaments) (8.3 and 8.4).

8.8.2 The valuation officer is responsible for the preparation, 
maintenance and alteration of both the local and the central rating 
lists (8.2.1-8.2.3)

*-*-3 Lists are compiled every five years and the current list (at the time 
of writing) came into force on 1 April 1995 (8.2.4).
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g.8.4 The lists must be in the form prescribed and include all 
hereditaments which are neither totally domestic nor totally 
exempt (8.3.4).

g.8.5 Returns can be required from occupiers and owners for 
information which the VO reasonably believes will assist in the 
carrying out of his duties (8.7).
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Chapter 9

Appeals

9.1 Synopsis

9.1.1 Alterations to the non-domestic rating lists are made by valuation 
officers as and when necessary to maintain the accuracy of the 
lists.

9.1.2 Other 'interested persons' may make proposals to alter the lists in 
a standard form following a set procedure.

9.1.3 Proposals can be 'well-founded' and the list altered as a result; they 
can be withdrawn; parties can reach an agreement on a new entry; or 
the matter can be determined at a hearing by the valuation tribunal.

9.2 Rights of appeals

9.2.1 This Chapter considers the rights and procedures involved in 
appealing against an entry in the rating lists. In addition to such an 
appeal against the entries in the rating lists, it is possible to appeal 
against:
(a) the UBR multiplier, for judicial review (under s. 138, 1988 
Act);
(b) the rates paid on the grounds of hardship (under s. 49, 1988 
Act), at the discretion of the billing authority; and
(c) a liability order, etc. (para. 3 Sch. 9 1988 Act) to the 
magistrates' court (see Chapter 11).

These appeals are not considered further.

9-2.2 The rating lists are conclusive on matters of value, effective date 
of a change of value, completion date and entitlement to an
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exemption (under Sch. 5). For this reason, these matters cannot be 
challenged in rate-recovery procedures and must, therefore, be 
challenged as an appeal against the list itself.

9.3 Proposals to alter the local non-domestic rating lists

9.3.1 The way in which entries in the local non-domestic rating list are 
altered is by a proposal to alter the rating list.

9.3.2 The procedure dealing with such proposals to alter the local rating 
lists is contained in the Non Domestic Rating (Alternation of Lists 
and Appeals) Regulations (SI 1993 No. 291) (the 1993 
regulations), as amended by the Non Domestic Rating (Alteration 
of Lists and Appeals) (Amendment) Regulations (SI 1995 No. 
609) (the 1995 regulations), made under s. 55 of the 1988 Act. 
This procedure applies to proposals to alter the rating list made on 
or after 1 April 1995.

9.3.3 Those who make proposals, billing authorities (see 9.3.7-8) and 
interested persons (see 9.3.9 et seq.}, need to have 'reason to 
believe' that at least one of the grounds on which it is open to them 
to make a proposal exists (reg. 4A (2) 1995 regulations).

9.3.4 Alteration of the list by valuation officers
Section 41 (1) 1988 Act gives the valuation officer the specific 
duty to compile and maintain the list. There is, however, no 
explicit power to alter the list - this must obviously be inferred, 
since reg. 18 of the 1993 regulations states that, having made the 
alteration, the valuation officer must serve notice of an alteration 
within a specified time limit. There is, however, no sanction 
against him should he fail to do so.

9.3.5 The valuation officer, therefore, has no statutory power to make a 
proposal to alter the rating list. However, there is no need for the 
valuation officer to make a proposal to alter the rating list. Since 
the valuation officer holds the rating list, if he has reason to 
believe that entries in the list are incorrect, he can merely make 
necessary alterations and inform those interested (relevant 
authorities and the occupier or a rateable owner) that he has done 
so. If they disagree with this alteration, they can make a proposal 
to alter the rating list themselves. Ratepayers are not informed if 
the alteration is merely to correct a clerical error but billing 
authorities must be informed of all alterations within four weeks,
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so that they can alter their copy of the list as soon as is reasonably 
practicable (reg. 18 of the 1993 regulations, as amended).

9.3.6 Once the entry in the list is amended (this must include the 
effective date of the amendment) rates must be paid on the altered 
rateable value as from the effective date.

9.3.7 Alteration of the list by billing authorities
The billing authority has no power to make a proposal on a 
property on which it is not a ratepayer, except in the circumstances 
outlined in 9.3.8.

9.3.8 Billing authorities may make a proposal for the alteration of the 
list at any time during the life of the list for the following reasons:
(a) the rateable value shown in the list for the hereditament is 
inaccurate by reason of a material change of circumstances which 
occurred on or after the day on which the list was compiled;
(b) the rateable value or any other information shown in the list 
for the hereditament is shown, by reason of a decision in relation 
to another hereditament of a valuation tribunal, the Lands Tribunal 
or a court determining an appeal or application for review from 
either such tribunal, to be or to have been inaccurate;
(c) a hereditament not shown in the list ought to be shown in that 
list;
(d) a hereditament shown in the list ought not to be shown in that 
list;
(e) the list should show that some part of a hereditament which 
is shown in the list is domestic property or is exempt from non- 
domestic rating, but does not do so;
(f) the list should not show that some part of a hereditament 
which is shown in the list is domestic property or is exempt from 
non-domestic rating, but does so.
(Reg. 4A of the Non Domestic Rating (Alteration of Lists and 
Appeals) (Amendment) Regulations (SI 1995 No. 609) which 
amends reg. 4 Non Domestic Rating (Alternation of Lists and 
Appeals) Regulations (SI 1993 No. 291).)

9.3.9 An 'interestedperson'
An 'interested person' is defined (reg. 2 (1) of the 1993 
regulations) as an occupier; a person (other than a mortgagee not 
in possession) having either a legal or an equitable interest in any 
part of the hereditament that would entitle him to possession (after 
the cessation of any prior interest); and any person having a 
'qualifying connection' with the occupier or other 'interested 
person'. 'Qualifying connection' reflects the legal connection
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which may exist between, for example a parent company and its 
subsidiary, or between subsidiary companies.

9.3.10 An 'interested person' can request to be made a party to 
proceedings arising from a proposal which was not made by him 
but which relates to his hereditament, provided that he serves 
notice on the valuation officer within two months of the service of 
the proposal (reg. 11 (e) (ii) 1993 regulations as amended by the 
1995 regulations).

9.3.11 An 'interested person' can make a proposal under the following 
circumstances:
(a) the rateable value shown in the list for a hereditament was 
inaccurate on the day the list was compiled;
(b) the rateable value shown in the list for the hereditament is 
inaccurate by reason of a material change of circumstances which 
occurred on or after the day on which the list was compiled 
('material change of circumstances' is denned in 9.10).
(c) the rateable value shown in the list for the hereditament is or 
has been inaccurate by reason of an alteration made by a valuation 
officer;
(d) the rateable value or any other information shown in the list 
for the hereditament is shown, by reason of a decision in relation 
to another hereditament of a valuation tribunal, the Lands Tribunal 
or a court determining an appeal or application for review from 
either such tribunal, to be or to have been inaccurate;
(e) the day from which an alteration is shown in the list as 
having effect is wrong;
(f) a hereditament not shown in the list ought to be shown in that 
list;
(g) a hereditament shown in the list ought not to be shown in that 
list;
(h) the list should show that some part of a hereditament which 
is shown in the list is domestic property or is exempt from non- 
domestic rating, but does not do so;
(i) the list should not show that some part of a hereditament 
which is shown in the list is domestic property or is exempt from 
non-domestic rating, but does so;
(j) property which is shown in the list as more than one 
hereditament ought to be shown as one or more different 
hereditaments;
(k) property which is shown in the list as one hereditament ought 
to be shown as more than one hereditament; 
(1) the address shown in the list for the hereditament is wrong; 
(m) the description shown in the list for a hereditament is wrong; 
or
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(n) any statement required to be made about the hereditament 
(under s. 42) has been omitted from the list. 
(Reg. 4A of the 1995 regulations.)

9.3.12 Such proposals can be made at any time during the life of the list, 
strictly, at any time before the first anniversary of the compilation 
of the next list (reg. 4B(1) inserted by the 1995 regulations).

9.4 Form and content of proposal

9.4.1 A valid proposal must be in writing and served on the valuation 
officer. It must state the name and address of the person making it, 
including the capacity in which that person is acting, e.g. occupier 
or owner. It must identify the property and proposed manner in 
which the list should be altered. The proposal should contain a 
statement of reasons explaining why it is considered that the list is 
incorrect or, if there has been a material change of circumstances, 
the nature and date of the change, etc. (reg. 5A of the 1995 
regulations).

9.4.2 In addition, the proposal must be signed (a typed name is 
insufficient), although it is possible for an agent to sign on behalf 
of an 'interested person' principal.

9.4.3 The proposal may relate to more than one hereditament provided 
that (ibid. reg. 5A (3) (b)):
(a) it is made on grounds which relate to whether or not the 
property comprises one or several hereditaments ((j) or (k) above 
-see 9.3.11); or
(b) where the maker of the proposal does so in the same capacity 
in respect of each hereditament; or
(c) where each hereditament is within the same building or 
curtilage.

9.4.4 The proposal establishes the matter(s) which are to be discussed 
between the maker of the proposal and the valuation officer, which 
could develop into the basis for a court case. However, in Thomas 
(S) & Co. (Nottingham) Ltd v. Emett (VO) (1955), Grover's 
Trustees v. Corser (VO) (1963) (cf Daniels v. Peak (VO) (1964)), 
the Lands Tribunal held that where a proposal was to increase an 
assessment on the grounds of structural alterations, the tribunal 
could review the assessment for the entire hereditament and was 
not limited to considering the value of the additions alone. This is 
reasonable in that the decision of the court is a rateable value for
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the hereditament which should be correct at the time the decision 
is made.

9.4.5 The facts established in R. v. Winchester Area Assessment 
Committee (1948) still apply. Thus the proposal must give 
sufficient information to enable the court to know:
(a) whether an increase or a decrease is asked for;
(b) to which of the existing entry or entries the proposal refers; 
and
(c) what is the ground of complaint against that entry.

9.4.6 The judge in that case stated (at p. 555) that 'it is enough to state 
"incorrect or unfair" [although unfairness is no longer valid 
grounds for a proposal], unless there is some unusual ground, in 
which case it ought to be specified.'

9.4.7 However, it is of vital importance that the grounds of the proposal 
are sufficient to cover the points on which the case is to be based 
and yet specific enough not to result in the proposal being declared 
invalid.

9.5 Validity

9.5.1 If the valuation officer considers that a proposal has not been 
validly made, then he has four weeks after it was served on him to 
serve an invalidity notice on the person making the proposal 
stating why it is considered to be invalid. He must also draw 
attention to recipient's right to make another proposal (except in 
certain specified circumstances: see 9.5.2 and 9.5.4) or to appeal 
within four weeks to the valuation tribunal. (Reg. 7 of the 1993 
regulations 1993 as amended by the 1995 regulations.)

9.5.2 If, on the second making, the proposal is again invalid, there is no 
opportunity to make another proposal (ibid.).

9.5.3 An appeal against the invalidity notice is initiated by service of a 
notice of disagreement on the valuation officer within four weeks 
(unless the valuation officer withdraws the invalidity notice within 
that time). The appeal takes the form of a transfer of all relevant 
documentation by the valuation officer to the clerk of the relevant 
valuation tribunal and must be determined by the valuation 
tribunal before the tribunal considers the appeal against the 
valuation officer's (deemed or actual) refusal to alter the list in 
response to the proposal.
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9i 5.4 The procedure for serving a fresh proposal forthe alteration of a local 
rating list where the valuation officer has challenged the validity of 
a proposal is not available where the original proposal did not com 
ply with the time limits (reg. 7 (4) Non Domestic Rating (Alteration 
of Lists and Appeals) Regulations 1993 (SI 1993 No. 291).

9.6 Proposal procedure

9.6.1 Four weeks after the proposal has been served on him, the 
valuation officer must acknowledge receipt of the proposal and 
serve copies of it on the ratepayer and, in certain circumstances, 
the billing authority (reg. 8, 1993 regulations, as amended).

9.6.2 There are now four possible outcomes to the procedure, as shown 
in figure 9.1:
(a) the grounds of proposal will be agreed by the valuation 
officer, who will accept the proposal as 'well-founded' and alter 
the list accordingly (9.6.4);

Proposal procedure 133

Proposal received by 
VO

Validity decided by 
Valuation Tribunal

[Invalidity upheld| | Validity upheld |

VO decides proposal 
is valid

Agreement
reached
between
parties

Appeal 
determined by 
the Valuation

Tribunal

Non-Domestic Rating (Alteration of Lists and Appeals) 
Regulations 1993 (SI 1993 No. 231) as amended by 
Non-Domestic Rating (Alteration of Lists and Appeals) 
(Amendment) Regulations 1995 (SI 1995 No. 609)

Figure 9.1 Procedure for proposals made to alter the local rating lists
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(b) the maker of the proposal will withdraw the proposal and the 
appeal procedure ends (9.6.5);
(c) the valuation officer will object to the list being altered in 
accordance with the proposal, the parties will come to an 
agreement as a result of negotiation and the list will be altered 
accordingly (9.6.8); or
(d) the valuation officer will object to the list being altered in 
accordance with the proposal, the parties will fail to reach an 
agreement as a result of negotiation and the case will be decided 
by the valuation tribunal (see 9.7 and Chapter 10).

9.6.3 These possible solutions are described below in more detail.

9.6.4 Proposal well founded
If the valuation officer agrees with the proposal, he serves a notice 
accordingly on the person making the proposal and alters the list 
as soon as is reasonably practicable (reg. 9 of the 1993 regulations, 
as amended by reg. 7 of the 1995 regulations).

9.6.5 Withdrawal of proposal
A proposal may be withdrawn by the person who made it by 
notifying the valuation officer in writing of the withdrawal (reg. 
10, ibid.).

9.6.6 Where the maker of the proposal is no longer the occupier, he 
must obtain the written agreement of the current occupier (ibid.). 
Thus, a proposal can be withdrawn only by the person who made 
it, with the agreement of any subsequent occupier.

9.6.7 If an 'interested person' has notified the valuation officer that he 
wants to be a party to the proceedings, the valuation officer is 
required to serve a notice of withdrawal on that 'interested 
person', who then has six weeks to serve notice on the valuation 
officer to the effect that he wishes to take over the proceedings in 
the place of the person who made the proposal (reg. 10 ibid.).

9.6.8 Agreement
Where a proposal is not withdrawn nor accepted as well founded, 
it often happens that the parties involved in the process agree to a 
different entry to that originally proposed. When all such parties 
sign the appropriate agreement forms, the valuation officer alters 
the list within two weeks of the date of the agreement (reg. 9 Non 
Domestic Rating (Alteration of Lists and Appeals) (Amendment) 
Regulations 1995 (SI 1995 No. 609), amending reg. 11 (1) (a) of 
the Non Domestic Rating (Alteration of Lists and Appeals) 
Regulations 1993 (SI 1995 No. 291)).
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9.6.9 Agreement forms require the signatures of the maker of the 
proposal; the occupier at the date of the proposal; the occupier at 
the date of settlement; any other 'interested person' who could 
have made the proposal (e.g. a rateable owner); the billing 
authority, where, at the date of the proposal it could have made the 
proposal; and the valuation officer.

9.7 Appeal to the valuation tribunal

9.7.1 Where the proposal is not withdrawn, nor accepted as well 
founded, nor withdrawn, nor is agreement reached, an appeal is 
made by the maker of the proposal against the refusal of the valu 
ation officer to alter the list.

9.7.2 The appeal takes the form of a transmission by the valuation 
officer of all relevant documentation to the clerk to the relevant 
valuation tribunal, and this occurs within three months of the date 
the proposal was served on the valuation officer (reg. 12 of the 
1993 regulations, amended by reg. 10 of the 1995 regulations).

9.7.3 It continues to be possible for the parties involved to reach one of 
the other solutions (i.e. proposal is well founded, proposal is with 
drawn, agreement is reached to an amended entry) mentioned 
above. However, in their absences the transmission of the papers 
to the clerk to the relevant valuation tribunal will ultimately result 
in the case being listed for hearing by the valuation tribunal and 
the matter will be determined by the court (see Chapter 10).

9.8___Effective date _____________

9-8.1 The rating list must show the date from which the alteration to an 
entry takes effect. This effective date is different, depending on the 
reason for altering the list.

9-8.2 The effective date for the following is the date on which the 
circumstances giving rise to the alteration occurred:
(a) inclusion or deletion of a hereditament from the list, 
including the merging of several hereditaments or the splitting of 
a single hereditament;
(b) a hereditament includes domestic accommodation or ceases 
to include domestic accommodation;
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(c) a hereditament becomes exempt, or is required to be shown 
in a central rating list, or ceases to be part of an authority's area-
(d) a material change of circumstances. 
(Regs. 15 and 16 of the 1993 regulations.)

9.8.3 Alterations made to correct inaccuracies in a list have effect on 
various days, depending on the circumstances.

9.9 Proposals to alter the central non-domestic rating list

9.9.1 Central rating lists may be altered by the central valuation officer 
at any time in order to fulfill his statutory obligation to compile 
and maintain a central rating list. The central valuation officer is 
also required to alter the central rating list in accordance with 
regulations made under s. 53 1988 Act.

9.9.2 'Designated persons' may make a proposal for the alteration of the 
list at any time. The 'designated person' is defined (reg. 20 Non 
Domestic Rating (Alteration of Lists and Appeals) Regulations 
1993 (SI 1993 No. 291) as the person designated by regulations 
under s. 53 of the 1988 Act in relation to the description of 
hereditaments to which the entry relates. See 8.4.10-8.4.16 for 
'designated persons'.

9.9.3 Designated persons may make a proposal to alter the list at any 
time if they consider that, in respect of any of their designated 
hereditaments, the rateable value shown in the list is not the amount 
properly determined, in accordance with the appropriate order (reg. 
24 (1) of the 1993 regulations). A copy of the proposal is sent to the 
appropriate Secretary of State (Environment or Wales).

9.9.4 There is an opportunity (ibid.) for such proposals to be dealt with 
in the same way as proposals to alter the local rating lists (see 9.6) 
i.e.:
(a) the grounds of proposal will be agreed by the valuation 
officer who will accept the proposal as 'well founded' and alter the 
list accordingly;
(b) the maker of the proposal will withdraw the proposal and the 
procedure ends;
(c) the valuation officer will object to the list being altered in 
accordance with the proposal, the parties will come to an 
agreement as a result of negotiation and the list will be altered 
accordingly; or
(d) the valuation officer will object to the list being altered in
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accordance with the proposal, the parties will fail to reach an 
agreement as a result of negotiation and the case will be decided 
by the valuation tribunal (see Chapter 10).

9.9.5 Those hereditaments required to be shown in the central rating list, 
the rateable values of which are prescribed, will not have their 
entries altered in this way.

9.9.6 Proposals to alter the central rating list must be made in writing, 
stating the designated person's name and address, show the 
proposed rateable value, give the reasons for believing that the list 
is incorrect and state any proposed new effective date. The pro 
posal must be served on the central valuation officer (reg. 24 (1) 
of the 1993 regulations).

9.9.7 Within four weeks of altering a central list, the central valuation 
officer must notify the designated person and the appropriate 
Secretary of State (for the Environment or for Wales). The 
Secretary of State will alter the copy deposited at his principal 
office (s. 52 (6B) of the 1988 Act and reg. 23 (1) of the 1993 
regulations as amended).

9.10 Material changes in circumstances

9.10.1 Schedule 6, para. 2 (7), lists a number of circumstances which can 
cause changes justifying a proposal to alter the rating list.

9.10.2 These circumstances are :
(a) matters affecting the physical state or physical enjoyment of 
the hereditament;
(b) the mode or category of occupation of the hereditament;
(c) the quantity of refuse or waste material which is brought onto 
and permanently deposited on the hereditament;
(d) the quantity of minerals or other substances in or extracted 
from the hereditament;
(e) matters affecting the physical state of the locality in which 
the hereditament is situated or which, though not affecting the 
physical state of the locality, are nonetheless physically manifest 
there; and
(f) the use or occupation of other premises situated in the 
locality of the hereditament.

9-10.3 This wording stems from s. 121 of the 1988 Act, which was 
designed to amend the effect of s. 20 of the General Rate Act 1967
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so as to reverse the decision of the House of Lords in Clement 
(VO) v. Addis Ltd (1988).

9.10.4 It was held in Addis (ibid.), that, to effect a change in the rateable 
value, a material change did not necessarily have to be a physical 
change, so that intangibles, such as an enterprise zone created as a 
result of legislation were a 'material change' which could be taken 
into account in rating valuation. In response to that decision, the 
government sought to change the law so that the only changes'that 
could be taken into account were changes of a physical kind. This 
they have succeeded in doing, in the above section, and the only 
material changes in circumstances which can now be reflected in 
the alteration of a rating assessment are those listed in 9.10.2 above.

9.11 Certificates of value

9.11.1 The valuation officer has power to issue certificates of value, 
which are required for the purposes of calculating transitional 
relief (Sch. 7A, paras. 10-12 1988 Act). The values certified are 
values under the previous list which are used as a basis for 
calculating any transitional relief (see 4.6.4—16).

9.11.2 An 'interested person' may give notice to the valuation officer of 
his dissatisfaction with a certificate within six months of receipt 
(reg. 30 (1) Non Domestic Rating (Alternation of Lists and 
Appeals) Regulations 1993 (SI 1993 No. 291)).

9.11.3 If, within four weeks of the date of the notice to the valuation 
officer, the appeal has not been withdrawn and the parties have not 
reached an agreement, the 'interested person' is deemed to appeal 
to the valuation tribunal.

9.11.4 The appeal is instituted by serving notice on the valuation officer 
giving reasons for dissatisfaction, and unless the matter is agreed 
within four weeks, the disagreement is referred to the valuation 
tribunal (see 10.15).

9-12 Completion notices

9.12.1 A completion notice is served by a billing authority if the authority 
believes that any work necessary to complete a building under 
construction can be finished within three months (see
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2.4.28-2.4.46). At the end of that period of time, the building is 
deemed to be rateable and rates levied accordingly (see 
2.4.28-2.4.41).

9.12.2 Appeals against completion notices must be made in writing 
(notice of appeal) within four weeks of their service and must be 
accompanied by a copy of the completion notice and a statement 
of the grounds on which it is made (reg. 29, of the 1993 
regulations).

9.12.3 Such appeals are heard by the valuation tribunal (see 10.14).

9.13 Check-list_______________

9.13.1 Appeals can be made against entries in the rating list by the billing 
authority and 'interested persons', who are able to make a propos 
al to alter the rating list during the life of the list (9.3).

9.13.2 The proposal must be in a specified form in order to be valid (9.4 
and 9.5).

9.13.3 Once a proposal has been made, it must be disposed of by one of 
the following:
(a) being treated as 'well founded' (9.6.4);
(b) being withdrawn (9.6.5-9.6.7);
(c) by agreement (9.6.8-9.6.9); or
(d) by an appeal to the valuation tribunal (9.7).

9.13.4 The rating list must show the effective date, i.e. the date on which 
an alteration takes effect (9.8).

9.13.5 Proposals to alter the central rating list follow a similar procedure 
(9.9).

9.13.6 Proposals can be made to alter the list because of a material 
change in circumstances (9.10).

9-13.7 The valuation officer can issue certificates of value which are 
required for the implementation of transitional arrangements 
(9.11).

9.13.8 Appeals against completion notices are made to the valuation 
tribunal (9.12).
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Chapter 10

Valuation tribunals

10.1 Synopsis

10.1.1 Valuation tribunals are the court of the first instance in resolving a 
dispute for rating purposes.

10.1.2 Appeals can be dealt with by written representation or a hearing 
(possibly preceded by a pre-hearing review).

10.1.3 Appeals from the decisions of valuation tribunals go to the Lands 
Tribunal and thence, on a point of law only, to the Court of 
Appeal.

10.2 Origins and jurisdiction

10.2.1 Valuation tribunals were renamed and their powers extended by 
s. 15 of the Local Government Finance Act 1992 (formerly, they 
were called Valuation and Community Charge Tribunals, with all 
the responsibilities and jurisdiction imposed on those courts by the 
Valuation and Community Charge Tribunals (Transfer of 
Jurisdiction) Regulations 1989 (SI 1989 No. 440)).

10.2.2 Thus, under the 1989 Transfer of Jurisdiction Regulations (ibid.), 
with effect from 1 May 1989, valuation tribunals have jurisdiction 
to hear and determine appeals and applications in connection with 
pre-1 April 1990 rating matters, and under the Valuation and 
Community Charge Tribunal Regulations 1989 (SI 1989 No. 439), 
they have jurisdiction to deal with appeals resulting from the 
1990-93 system of community charges (poll tax) (see Appendix 
A), and certain appeals against the Council Tax (see Chapter 14).

-eb-
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10.2.3 For the purposes of the Uniform Business Rate, they determine 
appeals to both local and central rating lists, completion dates on 
completion notices and valuation officer's certificates in 
transitional phasing.

10.2.4 Their composition, jurisdiction, etc. are established under Sch. 11 
of the 1988 Act (as amended by the Local Government Finance 
Act 1992 s. 15 and by Part VI of the Non Domestic Rating 
(Alteration of Lists and Appeals) Regulations 1993 (SI 1993 No 
291)).

10.3 Appeals to the valuation tribunal

10.3.1 The following are the only categories of appeal permitted under 
Schedule 11 of the 1988 Act:
(a) appeals against valid proposals, i.e., to determine the correct 
rateable value and the effective date of the amendment, as 
specified in regulations made under s. 55, 1988 Act. Alterations to 
local lists are made under part II, and to the central list under reg. 
28;
(b) disputes regarding the validity of proposals (see 9.5);
(c) appeals against valuation officer certificates relating to the 
phasing provisions which concern the regulations regarding 
certification of a hereditament's value by the valuation officer, 
under reg. 30 1993 regulations (see also 9.11). The appeal must be 
made within six months of the date of the certificate and may be 
considered by the Lands Tribunal on appeal from the valuation tri 
bunal. The valuation tribunal can require the valuation officer to 
review his decision;
(d) appeals against completion notices (Sch. 4A 1988 Act (see 
also 9.12)). On receipt of a completion notice, the VO makes an 
alteration in the list and gives notice of this alteration. An appeal 
to the valuation tribunal may ensue under reg. 29 1993 regu 
lations;
(e) appeals against certain Community Charge matters, specified 
in s. 23 (2) 1988 Act, and against certain Council Tax matters, 
specified in s. 16 and s. 24 and Sch. 3 of the 1992 Act;
(f) appeals against the central rating list are dealt with by the 
valuation tribunal in area in which valuation officer is located. 
Once an appeal has been withdrawn, the jurisdiction of the 
valuation tribunal ceases.
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10.3.2 The valuation tribunal has the power to determine the correct 
rateable value for a hereditament, i.e., if a proposal is made to 
decrease an already under-assessed rateable value, the tribunal has 
the power to increase the assessment.

10.3.3 As explained previously (9.4.4), the valuation tribunal has the 
power to determine the correct rateable value for the whole hered 
itament when considering a proposal to increase an assessment 
following structural alterations. Reg 44 (4) Non Domestic Rating 
(alterations of the list and Appeals) Regulations 1993 requires that 
where the valuation tribunal determines a rateable value greater 
than that in the list or contended for in the proposal, the increased 
assessment has effect from the date of the court's decision.

10.3.4 The valuation tribunal also has the power to determine that an 
altered rateable value takes effect for a specified period of time 
(reg. 44 (6) Non Domestic Rating (Alterations of the List and 
Appeals) Regulations 1993 (SI 1993 No. 291)).

10.4 Composition of the tribunal

10.4.1 When a valuation tribunal convenes to decide cases, it comprises 
(normally) three members from a group of tribunal members 
appointed by the Secretary of State (for the Environment in 
England and Wales in Wales), for that particular locality (Sch. 11 
1988 Act). The members choose their own president and each tri 
bunal has a professional clerk experienced in rating matters.

10.4.2 Tribunal members are not required to be professionally qualified 
in rating valuation and law, and they tend to be lay members of the 
community, who are unpaid for their services, except for their 
expenses.

10.4.3 The tribunal consists of three members chosen from a panel. One 
of the members will be chairman or one of the deputy chairmen of 
the panel. The decision reached is that of the majority.

10.4.4 With the agreement of all parties present, the appeal may proceed 
with only two members, but if they cannot agree, the case must be 
re-listed for a future hearing.

10.4.5 It is the responsibility of the president of the tribunal to make 
suitable arrangements to ensure that appeals are heard in 
accordance with the relevant legislation.
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10.5 Written representations and pre-hearing review

10.5.1 Appeals may be dealt with by written representations if all parties 
agree (reg. 35(1) Non Domestic Rating (Alteration of Lists and 
Appeals) Regulations 1993 (SI 1993 No. 291). The procedure 
takes twelve weeks.

10.5.2 Written representations require the clerk to the valuation tribunal 
to notify all parties accordingly and, within four weeks, each party 
serves on the clerk written notice either of the reasons (or further 
reasons) supporting his case, or that he does not intend to make 
further representation.

10.5.3 Any such notice received is copied and sent to the other parties to 
the appeal together with a statement of the procedure. Each party 
must respond within four weeks to the notice served by the other 
parties. The responses are sent to the clerk, who copies them and 
sends them to the other parties.

10.5.4 Within four weeks of this exchange of written cases, the clerk 
presents all written statements to the valuation tribunal which is 
constituted to hear the appeal.

10.5.5 The valuation tribunal has the power to require parties to specify 
the grounds relied on, relevant facts and contentions. It can order 
that the appeal be disposed of by a normal hearing.

10.5.6 The valuation tribunal also has the power to require a pre-hearing 
review (ibid. reg. 36) in order to 'clarify the issues to be dealt with 
at a hearing'. Four weeks' notice must be given to the parties in 
advance of a review.

10.6 Parties ______________

10.6.1 Parties to the appeal are the maker of the proposal (the appellant), 
the valuation officer and any of the following who challenge the 
validity of the proposal: the occupier at the date of the proposal; 
the occupier at the date of the hearing; the owner and others with 
a superior interest; and the billing authority.

20.6.2 There is no compulsion to attend, and the tribunal can hear an 
appeal in the absence of any party. Parties can appear in person or 
be represented by counsel or any other representative.
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10.6.3 However, if a party to the appeal (other than the valuation officer) 
does not attend the hearing, the tribunal may dismiss the appeal, or 
they may decide to hear the case in the absence of the party (ibid, 
reg. 40 (4)). In addition, no right of appeal from the decision of the 
valuation tribunal exists for a party which fails to attend the 
valuation tribunal hearing (ibid. reg. (47 (2)).

10.6.4 The hearing is normally open to the public, unless, on application 
from a party, the valuation tribunal believes that his interests will 
be prejudicially affected by a public hearing (ibid. 40 (3)). Such an 
application may be accepted when evidence includes the 
presentation of accounts.

10.7 Before the hearing

10.7.1 The clerk to the valuation tribunal must give a minimum of 28 
days' notice of the place and date of the hearing to all parties, 
although six weeks' notice is not unusual in practice.

10.7.2 In addition, public notices must be posted outside the offices of 
both the tribunal and the billing authority.

10.7.3 As far as possible, all facts should be agreed and the areas of 
dispute identified. The valuation tribunal expects such basic issues 
as measurements to be agreed, together with the format of 
valuations and the devaluation of comparables.

10.7.4 Failure to agree is likely to be taken as indicating skimpy 
negotiations and poor court presentation and, at worst, disrespect 
for the valuation tribunal, although it does, of course, take two to 
negotiate!

10.8 Evidence _______________

10.8.1 The following documentation, if presented to the valuation 
tribunal, is to be accepted as admissible as evidence of fact, unless 
the contrary is shown (ibid. reg. 41 (2));
(a) rent returns (see 8.7 and 10.13);
(b) contents of a rating list (see chapter 8); and
(c) contents of a completion notice (see 2.4.28-2.4.46 and 9.12).
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10.8.2 Evidence may be taken on oath or affirmation (reg. 40 (7) Non 
Domestic Rating (Alteration of Lists and Appeals) Regulations 
1993 (SI 1993 No. 291)). The onus of proof is on the appellant.

10.8.3 The tribunal is required (ibid. reg. 40 (13)) to seek to avoid 
formality in its proceedings, in so far as it appears to be 
appropriate, and the normal rules relating to the admissibility of 
evidence are relaxed for such hearings. This allows the 
presentation of arguments and evidence by parties who are not 
legally trained in advocacy and in giving evidence.

10.8.4 Evidence must, however, be susceptible of proof in order to 
strengthen the credibility of the witness.

10.8.5 The valuation tribunal will accept anything relevant as evidence, 
but greater reliance will be placed on substantiated evidence 
(Robertson Brothers (Brewers) Ltd. v. Houghton & Chester-le- 
Street Assessment Committee (1937) and Garton v. Hunter (VO) 
(1969)).

10.8.6 The valuation tribunal is, however, required to conduct the hearing 
in such a manner as it considers most suitable to the clarification 
of the issues before it, and, generally, to the just handling of the 
proceedings reg. 40 (13) 1993 regulations. It seems, therefore, that 
the rules of natural justice apply.

10.9 Procedure

10.9.1 The valuation officer is never the appellant, since he does not 
make proposals to alter the list, but he will normally present his 
case first where it relates to an appeal against his determination 
that a proposal is invalid and where the appeal relates to an 
alteration he made to the rating list (ibid. reg. 40 (8) (a)).

10.9.2 With that proviso, the procedure is determined by the president of 
the tribunal. The decision must be based on evidence and 
argument presented to the tribunal (rules of natural justice), and, 
with the exception of the cases listed in 10.9.1, it is usual for the 
maker of the proposal to present his case first.

10.9.3 The valuation tribunal has a right of inspection of the subject 
property (ibid. reg. 40 (11)), and the parties to the case are given 
notice of the inspection and an invitation to attend.
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10.9.4 Parties are entitled to examine witnesses and these may be subject 
to cross-examination by any other party

10.10 Tribunal's decision

10.10.1 At the end of a hearing, the tribunal is required to present its 
decision orally, although its decision will be presented in writing 
later. Where there has been no hearing, the tribunal is obliged 
(ibid. reg. 43 (3)), as soon as is reasonably practicable, to notify 
the parties in writing of its decision and to give reasons for its 
decision.

10.10.2 The decisions of valuation tribunals are recorded and are available 
for public inspection.

10.10.3 The valuation tribunal has no power to award costs against any 
party and anyone who employs a representative is responsible for 
the fees of that representative.

10.11 Alteration of the list

10.11.1 The tribunal is empowered (ibid. reg. 44) to require the valuation 
officer to alter the list (or alter the determination or certification 
given by him) and he is obliged to comply with the order within 
two weeks of its making (ibid, as amended by Non Domestic 
Rating (Alteration of Lists and Appeals) (Amendment) 
Regulations 1995 (SI 1995 No. 609).

10.11.2 A duty is imposed on the clerk to ensure that the decisions and 
orders made pursuant to earlier regulations are recorded and that 
each party to the appeal to which the entry relates is sent a copy of 
the entry.

10.12 Power to review decisions ______

10.12.1 As an alternative to the appeal process, reg. 45 (Non Domestic 
Rating (Alteration of Lists and Appeals) Regulations 1993 (SI 
1993 No. 291)) sets up a framework for allowing a tribunal, on 
written application by a party, to review or to revoke a decision in
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any particular case, or to vary or set aside its earlier decision, on 
the grounds that:
(a) the decision is wrong as the result of a clerical error;
(b) a party did not appear and is able to show reasonable cause 
for not appearing; or
(c) the decision is affected by the decision of the High Court or 
the Lands Tribunal.

10.12.2 As far as is reasonably practicable, the tribunal appointed to 
consider an application for a review should consist of the same 
members as constituted the tribunal which took the decision 
subject to review.

10.12.3 If, on review, the decision is revoked, the tribunal is to set aside 
any order made in pursuance of that decision and order a rehearing 
or redetermmation before either the same or a different tribunal.

10.13 Rent returns

10.13.1 In order to fulfill their statutory duties and compile rating lists, 
valuation officers are able (Sch. 9 para. 5 (1) 1988 Act) to require 
occupiers or owners to provide them with information regarding 
the rent paid for hereditaments in their area (see 8.7).

10.13.2 Such information can be used in court proceedings provided the 
valuation officer gives two weeks' notice to the other parties to the 
appeal. Such parties are entitled (reg. 41 (3) (Non Domestic Rating 
(Alteration of Lists and Appeals) Regulations 1993 (SI 1993 No. 
291)) to inspect, copy or take extracts from those rent returns.

10.13.3 In addition, any such person notified can require the valuation 
officer to give him sight of rent returns which relate to 
hereditaments 'which are comparable in character or otherwise 
relevant to that person's case' (ibid. reg. 41 (4)). The other party 
has the right to identify up to four such hereditaments (or as many 
as those specified by the valuation officer, if that number is greater 
than four) (ibid. reg. 41 (5)) and to inspect, copy and make extracts 
of any rent returns held by the valuation officer relating to the 
hereditaments specified and to require the valuation officer to 
produce such evidence at the tribunal proceedings.

10.13.4 If the valuation officer does not hold a rent return on any of the 
hereditaments specified by the other party, there is no right to 
identify other hereditaments as replacements, and it is clear that if
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the valuation officer chooses not to rely on the evidence of rent 
returns, no one else can either.

10.13.5 It seems that rent returns used in court proceedings can only be 
obtained from hereditaments located within the area covered by 
the billing authority for whose area the valuation officer is 
appointed, even if the valuation officer is also appointed for 
another local authority area.

10.13.6 The purpose for which a valuation officer can acquire such 
evidence is accepted (e.g. Smith v. Moore (VO) (1972)) as being to 
fulfill his duty to compile and maintain the list. In order to achieve 
that end, rent returns can be required both to create rateable values 
for a new list and also to decide whether to alter a list or to 
disagree with a proposal to alter a list. Rent returns obtained for 
these purposes can be presented as evidence in related court 
proceedings (valuation tribunal and Lands Tribunal) (reg. 41 (2) 
(Non Domestic Rating (Alteration of Lists and Appeals) 
Regulations 1993 (SI 1993 No. 291)).

10.13.7 However, where the valuation officer obtains a rent return merely 
to support existing evidence for an adjourned court case hearing, 
that rent return is inadmissible, because it was obtained 
specifically for the adjourned hearing and not for the purposes of 
either creating the rateable value or deciding whether or not to 
object to a proposal (Lack v. Williamson (VO) (1957)).

10.14 Completion notices

10.14.1 Valuation tribunals are required to determine appeals against 
completion notices (see 9.12), under Sch. 4A, para 4, 1988 Act. A 
notice of appeal must be sent to the clerk of the valuation tribunal 
within four weeks of the service of the completion notice (reg. 29
(1) (Non Domestic Rating (Alteration of Lists and Appeals) 
Regulations 1993 (SI 1993 No. 291)).

10.14.2 Such a notice of appeal must be accompanied by a copy of the 
completion notice and a statement of the grounds on which the 
appeal is made (ibid.). The clerk serves a copy of the notice on the 
relevant authority, within two weeks of its receipt (ibid. reg. 29
(2))-

10.14.3 It is possible (ibid. reg. 45 (1) (6)) to ask for a review of the 
decision relating to a completion notice in circumstances where
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new evidence, the existence of which could not have been 
ascertained by reasonably diligent inquiry, has become available 
since the conclusion of the proceedings.

10.15 Certificates of value

10.15.1 Under reg. 35, Non Domestic Rating (Chargable Amounts) 
Regulations 1994, a valuation officer can provide a certificate of 
value reflecting the rateable value for a hereditament on which 
transitional relief can be calculated (see 4.6.4-16).

10.15.2 Regulations allow an interested person to appeal against the 
certification within six months of the provision of the certificate 
(see 9.11). Appeal is made to the valuation officer and must 
include the reasons for dissatisfaction (reg. 30 1993 regulations).

10.15.3 The issue can be resolved by the notice of disagreement being 
withdrawn, by an agreement being reached between the parties or 
by a decision of the valuation tribunal (ibid.).

10.16 Appeal to Lands Tribunal

10.16.1 The right of appeal against a decision for an order given by a 
valuation tribunal is to the Lands Tribunal and this includes 
appeals against completion notices (see 10.14) and certificates of 
value (see 10.15) (ibid. reg. 47 (1).

10.16.2 Within four weeks of the valuation tribunal's hearing, a written 
appeal must be made to the registrar to the Lands Tribunal, 
together with all necessary documentation (ibid. reg. 47 (1)). 
Appeals are only available to those parties who attended the valu 
ation tribunal hearing or who made written representations (if the 
case was so determined) or who have made an application for 
review (ibid. reg. 47 (2)).

10.16.3 The Lands Tribunal has the power to confirm, vary, set aside, 
revoke or remit the decision or order of the valuation tribunal and 
may make any order the tribunal could have made (ibid. reg. 47 
(6)).

10.16.4 Appeals from the Lands Tribunal on a point of law only are 
available to the Court of Appeal and thence to the House of Lords.
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Any reconsideration of a valuation which stems from the decision 
on a point of law by the appeal courts is referred back to the Lands 
Tribunal for determination.

10.17 Arbitration

10.17.1 It is open to the persons who would be parties to an appeal to the 
Lands Tribunal to agree in writing that the question or issue in 
dispute is to be referred to arbitration. In these circumstances s. 31 
of the Arbitration Act 1950 has effect (ibid. reg. 48 (1)).

10.17.2 In these circumstances, the arbitration award may include any 
order which could have been made by a tribunal in relation to this 
question.

10.18 Check-list ____ __________________

10.18.1 Appeals against proposals, etc., can be determined by the 
valuation tribunal (10.3).

10.18.2 The valuation tribunal normally comprises three lay members who 
are supported by a professionally experienced clerk (10.4).

10.18.3 Cases can be dealt with by written representation and a pre- 
hearing review may be used to clarify the issues to be dealt with at 
the hearing (10.5).

10.18.4 The procedure is determined by the valuation tribunal (10.9).

10.18.5 The valuation tribunal has the power to review its decisions 
(10.12).

10.18.6 There is a right of appeal to the Lands Tribunal (10.16).
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11.1 Synopsis

11.1.1 Billing authorities send out rates-demand notices to all ratepayers 
in their area. Ratepayers are able to pay by instalments if they 
choose.

11.1.2 If rates are not paid in full, the billing authority can apply to the 
magistrates' court for a liability order, under which goods can be 
distrained from the premises of the defaulting ratepayer and sold 
to cover the outstanding debt.

11.2 Demand notices ________________

11.2.1 Each billing authority is required (reg. 4 (1) and (3) Non Domestic 
Rating (Collection and Enforcement) (Local Lists) Regulations 
1989 (SI 1989 No. 1058)) to serve written demand notices on 
every ratepayer liable to pay rates to the authority in each financial 
year.

11.2.2 Demand notices are served by the billing authority on (or as soon 
as practicable after) 1 April each year in respect of occupied 
liability for every day during which the hereditament is shown in 
the rating list and occupied by the ratepayer (ibid, and s. 43 (1) 
1988 Act). In respect of unoccupied liability, demand notices are 
served by the billing authority for every day during which the 
hereditament is not occupied, the ratepayer is the owner, the 
hereditament is shown in the rating list and no regulation exempts 
the ratepayer from liability (ibid. reg. 4 (1) and (3) and s. 45 (1) 
1988 Act).
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11.2.3 Demand notices may be served before the beginning of any 
iinancial year provided that the level of Uniform Business Rate 
has been fixed and that the conditions regarding the status of the 
ratepayer and the hereditament (reg. 5 (2) Non Domestic Rating 
(Collection and Enforcement) (Local Lists) Regulations 1989 (SI 
1989 No. 1058)) (see 11.2.2 above) are likely to be fulfilled.

11.2.4 Demand notices must contain those matters specified in the 
relevant regulations (Council Tax and Non Domestic Rating 
(Demand Notices) (England) Regulations 1993 (SI 1993 No. 191); 
Council Tax and Non Domestic Rating (Demand Notices) (Wales) 
Regulations 1993 (SI 1993 No. 252) and Council Tax and Non 
Domestic Rating (Demand Notices) (City of London) Regulations 
1993 (SI 1993 No. 149), as amended). Demand notices must, 
therefore, state the address and description of the hereditament, 
and its rateable value and be accompanied by explanatory notes, 
including expenditure estimates.

11.2.5 Provision is made for the payment of rates by instalments within 
Schedule 1 of the Non Domestic Rating (Collection and 
Enforcement) (Local Lists) Regulations 1989 (SI 1989 No. 1058), 
although not more than ten annual instalments are permitted.

11.3 Non-payment of rates

11.3.1 Where a ratepayer fails to pay rates in accordance with the 
instalments required by a demand notice, the billing authority 
serves a further notice identifying the instalments to be paid. If 
these remain unpaid, the amount outstanding becomes payable 
within seven days.

11.4 Enforcement ______

11.4.1 Rates due are recoverable by distress, liability order or by civil 
debt. In certain cases, a failure to pay rates can result in a 
commitment to prison. Debts due to ratepayers from billing 
authorities are also recoverable by civil debt.

11.4.2 Distress
Distress, or the distraining of goods, is a process whereby goods 
up to the value of the debt are taken from the debtor's premises
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and sold. The proceeds are used to pay off the debt (including the 
cost of the distress) and any surplus is paid back to the debtor. 
Distress is the traditional remedy for rate recovery and is normally 
exercised by bailiffs with a liability order (see 11.4.4-7) from a 
magistrates' court.

11.4.3 Prior to such action, the billing authority is required (ibid. reg. 11 
(1)) to serve a reminder notice on the ratepayer stating the amount 
owed. Seven days after such a notice is served, the billing 
authority may apply to the magistrates' court for a liability order 
against the ratepayer (ibid. reg. 12(1)).

11.4.4 Liability Order
The application for a liability order is made in the form of a 
complaint to a Justice of the Peace requesting the issue of a 
summons directing the ratepayer to appear before the court to 
explain why the amount outstanding has not been paid (ibid. reg. 
12 (2 )). The court may proceed provided that it is satisfied that the 
summons was served on the ratepayer and may hear the complaint 
in his absence.

11.4.5 The duty of the court (ibid. reg. 12 (5)) is to make the liability 
order if it is satisfied that the sum has become payable by the 
ratepayer and has not been paid. The order is made to cover the 
amount of rates owing to the billing authority plus the authority's 
costs in obtaining the order (ibid. 12 (6)).

11.4.6 Once the liability order has been made, the billing authority may 
levy the appropriate amount by distress and proceed with the sale 
of goods belonging to the ratepayer. Basic domestic items cannot 
be seized and sold for this purpose (ibid. reg. 14 (1A)), and if the 
amount owing is paid or offered, the authority must accept it and 
not proceed with the distress.

11.4.7 Anyone implementing the liability order and distraining on the 
goods of a ratepayer must have written authorisation from the 
billing authority and leave with the ratepayer a copy of the 
relevant regulations and a memorandum setting out the amount 
due.

11.4.8 There is a right of appeal to the magistrates' court by any person 
who is aggrieved by the levying of distress (ibid. reg. 15 (1)). The 
appeal is effected by making a complaint to a Justice of the Peace 
and requesting the issue of a summons directed to the authority in 
question to appear before the court to answer the matter by which 
the person is aggrieved.
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11.4.9 If satisfied that the levy was irregular, the court can order the 
authority to discharge the goods distrained and to award 
compensation for goods distrained and sold in the amount which, 
in the opinion of the court, is equal to the amount which would 
have been awarded by special damages in an action for trespass 
(under the procedures in reg. 15 (3) ibid.).

11.4.10 Commitment to prison
Where the ratepayer against whom the billing authority has 
attempted to levy distress is an individual and there were 
insufficient goods to cover the amount of the debt, the billing 
authority can apply (ibid. reg. 16 (1)) to the magistrates' court for 
the issue of a warrant committing the debtor to prison. The court 
must inquire, in the presence of the debtor, what his means are and 
whether the failure to pay was due to willful refusal or culpable 
neglect. Only if, in the court's opinion, the debtor's failure to pay 
was due to wilful refusal or culpable neglect will the court issue 
the warrant of commitment (i.e. a coercive means to force 
payment) or fix a term of imprisonment and postpone the issue of 
the warrant until such time and on such terms as it thinks fit (reg. 
16 (2)(3) ibid.).

11.4.11 The court has the power to remit all or part of the debt (rates 
unpaid and billing authority's costs) following inquiries into the 
debtor's means described in 11.4.10 (ibid. reg. 17 (2)).

11.4.12 Insolvency
Where a liability order has been made against a debtor, the amount 
due is treated as a debt for the purposes of the Insolvency Act 1986 
(ibid. 18 (1)).

11.4.13 Once a warrant of commitment has been issued against a debtor, 
or a term of imprisonment fixed, no further steps may be taken 
against him by way of distress or bankruptcy or winding up (ibid. 
19(1)). While steps are being taken against a debtor by way of any 
one of these remedies, no other method of enforcing the debt can 
be pursued (ibid. 19 (2)). Distress, however, can be resorted to 
more than once (ibid. 19 (3)).

11.4.14 Appeal to the High Court
Any person who was a party to proceedings before a magistrates' 
court or who is aggrieved by its decision may question the 
proceedings by case stated on the grounds that it is wrong in law 
or is in excess of the court's jurisdiction (s. 111 Magistrates' Court 
Act 1980).
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jl.5 Civil debt____________

11.5.1 Where no liability order has been made, a billing authority can 
recover unpaid rates 'in a court of competent jurisdiction' (reg. 20 
(1) Non Domestic Rating (Collection and Enforcement) (Local 
Lists) Regulations 1989). Once such proceedings have been 
initiated, no liability order can be made (ibid. reg. 20 (2)).

11.5.2 This action is available to a ratepayer to whom money is owed by 
a billing authority, i.e., where overpaid rates have not been repaid 
to the ratepayer (ibid. reg. 22).

11.6 Check-list

11.6.1 Billing authorities serve demand notices for rates payable on 
occupiers or owners of hereditaments (11.2).

11.6.2 Where rates demanded are not paid following the service of a 
reminder notice, payment may be enforced by: distress 
(11.4.2-11.4.9); liability order (11.4.4-11.4.9); or civil debt 
(11.5).

11.6.3 There is an appeal to the High Court against the decision made by 
a magistrates' court.
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Criticisms of the rating system

12.1 Synopsis

12.1.2 The Uniform Business Rate in the UK is a tax levied by central 
government on the value of non-domestic property and paid by the 
occupier (or, where there is no occupier, the owner) raising money 
for local authority expenditure. It is, therefore, assigned revenue.

22.1.2 Like all taxes, the UBR should conform to the recognised and 
socially accepted taxation principles of equity.

22.2.3 The UBR should be investigated to ensure that it is a fair and 
socially acceptable system and that it is implemented equitably.

22.2.4 Where there are inadequacies, unfairness or public dissatisfaction, 
the system should be reformed.

12.2 Generally _________

22.2.2 Criticisms can be made against the Uniform Business Rate at 
various levels. It is possible to criticise the principles of the tax 
and its implementation. It is also possible to criticise its very 
essence as a tax on the value of the occupation of land, i.e. a 
necessity. It is, after all, a tax and: 'To tax and to please ... is not 
given to men' (Edmund Burke, Speech on American Taxation, 
1774).

22.2.2 The purpose of this Chapter is to provide an overview of some of 
the problems associated with the UBR as a land tax within the UK 
and to encourage further debate. Readers should refer to the 
Bayliss Report (The National Committee on Rating. Improving the
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System. The Royal Institution of Chartered Surveyors, 1996), the 
conclusions of which appear as Appendix C, to the Layfield 
Report (The Report of the Committee of Inquiry on Local 
Government Finance, HMSO, 1976) and to other relevant texts, 
some of which are listed in the bibliography.

12.3 Taxation of land

12.3.1 The opportunity to tax land is one which is taken by almost every 
administration in the world. In some cases, the tax is levied by the 
central government, e.g., in China, and in the UK with the UBR; 
and in other cases the tax is levied by states within a federal 
system, e.g., the United States and Malaysia, and in other cases, 
the tax is levied by the municipalities, e.g., France and Cyprus.

12.3.2 There is a fundamental conflict within any taxation system and 
that is the conflict between the need for the governments to raise 
funds out of which to provide those services which are required by 
their citizens and the desire of those citizens to minimise their 
liability to pay taxes.

12.3.3 This conflict is ideally remedied (or at least reduced to bearable 
proportions) by imposing a variety of taxes within a rigid, efficient 
and effectively implemented legal framework, so that there is 
minimal tax evasion and all those who are required to pay taxes do 
so and can be seen to do so. This ensures that all who are in a 
similar situation are treated in the same way (i.e. 'horizontal 
equity') and also provides the taxpayer with an element of choice 
in how disposable income is spent.

12.3.4 There is, for example, a tax in the UK on the purchase of petrol 
and a licence fee paid for the taxing of a motor vehicle. Those who 
choose to drive a motor vehicle are, implicitly, volunteering to pay 
those taxes. Those who choose not to drive, do not pay those taxes. 
This element of choice exists in the payment of other taxes (not all 
of them payable on the purchase of items) and allows taxpayers 
the chance to arrange their affairs so that they minimise the tax 
they pay. (This is the principle of tax avoidance, which is legal in 
the UK. Tax evasion, which is deliberately failing to pay taxes 
due, is not.)

12.3.5 Nevertheless, if all citizens chose not to pay 'avoidable' taxes, the 
government would have no funds out of which to provide 
necessary services. It is, therefore, to ensure some certain and
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predictable revenue, that an unavoidable tax is implemented, such 
as that levied on the occupation of land and buildings.

12.3.6 Land is a necessity. There is no physical human activity which can 
be undertaken in the UK without the use of 'land' (denned in its 
broadest sense). The taxing of land is, therefore, the taxing of a 
necessity and individuals are given no choice about whether or not 
to become taxpayers. (There may, however, be an element of 
choice as to the exact nature of the land and buildings occupied 
and therefore the amount of tax payable.)

12.3.7 This removal of the element of choice is one reason why land 
taxes cause so much concern, both to taxpayers and to other 
interested parties.

12.3.8 It is, however, axiomatic that if taxes are to be paid, they should 
be paid by those with 'wealth' (however that is defined). It can be 
argued that, because taxes are paid in cash, the 'wealth' of a 
taxpayer should be calculated on the basis of funds available to 
pay taxes, i.e., on the basis of ability to pay, which is normally 
expressed in terms of the level of disposable income received. But 
to limit taxation to an income tax alone would leave significant 
amounts of 'wealth' (in the form of capital assets) untaxed, and it 
is generally considered that a balance should be struck between the 
various kinds of 'wealth' and the degree to which each is taxed.

12.3.9 In the UK, income is subject to income tax, and there are various 
other capital taxes, e.g., Capital Gains Tax and Inheritance Tax. 
However, these capital taxes are levied only on the occurrence of 
specific and, often, rare events (normally a sale of the asset and a 
death, respectively).

12.3.10 The ownership or occupation of landed property is generally 
recognised in the UK as a sign of 'wealth', like the possession of 
such valuables as paintings or jewelry. All these are taxable on 
disposal through the Capital Gains Tax and Inheritance Tax 
legislations and, while land and buildings too are liable to such 
taxes on disposal, there are practical reasons of liability why such 
assets as paintings and jewelry cannot be taxed on a more 
comprehensive or regular basis.

12.3.11 The ownership or occupation of landed property is, however, a 
visible and publicly assessable sign of'wealth', the value of which 
can be attributed, at least in part, to the benefits derived from the 
local, regional and national environment in which it is located. The 
right of a taxing authority to take back some of that attributed
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value (or 'betterment') in the form of a property tax is part of the 
justification for taxing land.
Without community activity, land has a bare subsistence value only. 
Any value above subsistence has been created by the community in 
providing roads, sewers, public utilities and the demand for housing, 
factories and the like. It is therefore pre-eminently fair and sensible 
that that increase in value should be payable back to the community in 
the form of a tax ... (Hector Wilks. (1985) A case for the present sys 
tem. 275 EG 26 & 28, at p. 26).

12.3.12 It can be argued that the taxation of land (and buildings 
constructed on that land) should only be used as a means of taking 
back from the taxpayer that amount of annual value which the tax 
payer has not created, i.e., it is necessary to assess the value which 
the 'community' (denned to include local, regional and national 
agencies) has contributed to the value of the property over and 
above any contribution by the owner. This increased value or bet 
terment is the amount which should be liable to tax and would give 
the community in its various tiers of government a fund from 
which to continue improving the environment, to the benefit of all.

12.3.13 The corollary is, of course, that when the community depreciates 
the value of someone's property, compensation is payable to 
reflect that depreciation, and there are few arguments against this 
principle.

12.3.14 However, if taxation of land is to be used as a means of drawing 
back betterment into the hands of the community, then certain 
principles should be observed. For example:
(a) it should be presented as a 'betterment tax' to the taxpayers 
and to the nation at large (such systems were introduced in 1967 
(Land Commission Act 1967) and in 1975 and 1976 (the 
Community Land Act and the Development Land Tax 
respectively));
(b) it should affect all land (there is an argument for excluding 
the value of the buildings which are the creation of the owner, 
normally, of course with the benefit of planning permission, 
however);
(c) it should tax no more than the increase in value resulting 
from the activities of the 'community' and, ideally,
(d) the revenue should be 'ring-fenced' for community projects 
and for the payment of compensation on depreciation in the value 
of privately-owned land, caused by the 'community' in such 
projects as the construction of motorways. (See, for example, 
Hector Wilks. 'Property tax systems'. The Valuer. January/ 
February 1987.)
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12.3.15 The Uniform Business Rate is clearly not such a betterment tax 
although (with the exception of Capital Gains Tax and the set-off 
provisions of section 7 of the Compulsory Purchase Act 1965) it 
is the only national legislation within the UK which makes any 
attempt to tax the betterment value of land. Note, however, that the 
value taxed by the UBR is not exclusively betterment value, 
because the intrinsic value of land and the value added by the 
owner or occupier would be included within the market value and 
therefore within the rateable value of the hereditament. Capital 
Gains Tax and the set-off provisions in s. 7 of the Compulsory 
Purchase Act 1965 are, however, one-off payments and are 
extremely selective in their application. The UBR is not so selec 
tive in its application and is levied on an annual basis.

12.3.16 While the UBR can be justified on the basis of being (at least in 
part) a tax on betterment, it must be criticised because of its 
limited application. To be capable of being justified within this 
context, the UBR must be universally applied and there are two 
major property types which are excluded from the UBR, namely 
domestic property and agricultural land and buildings.

12.3.17 The UBR has been criticised as being a tax on improvements in 
the same way that it is criticised as being a tax on a necessity, 
though it is hard to see how else the tax could be implemented 
with any degree of equity. (See Appendix C The Bayliss Report - 
RICS, 1996, para. 3.10 on p. 15 and 16.)

12.3.18 The Uniform Business Rate exists in its present form, however, 
because of the reform of the pre-1990 rating system (see Appendix 
A), and is, therefore, something of a political solution to a series 
of problems rather than a serious attempt to deal with the issue of 
land taxation in the UK. This is not to excuse its failings, but to set 
them into a context for further debate.

12.4 Principles of the tax _______

12.4.1 The Uniform Business Rate was introduced in 1990 following 
many years of criticisms of and investigation into the pre-1990 
rating system (see, for example, The Report of the Committee of 
Inquiry on Local Government Finance (The Layfield Report) 
HMSO, 1976). It taxes only non-domestic property (see Chapters 
3 and 4) and the level of tax imposed is increased annually by no 
more than the rate of inflation (see Chapter 1). It is a tax levied,
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notionally, by central government, but its revenue is given to local 
government to spend, i.e., it is an assigned revenue (see Chapter 
1).

12.4.2 The rationale behind the assignment of the tax by central 
government to local government seems to be that, while local 
government requires the revenue from local businesses to pay for 
its services (at least in part), local government cannot be trusted to 
levy a rate which minimises local government expenditure and 
allows local businesses the chance to budget ahead for its 
occupational costs. (This is evidenced, too, in the way the level of 
the Council Tax which is fixed by local government is liable to be 
'capped' by central government so that local authorities are 
financially penalised if they attempt to increase the level of 
Council Tax levied in their area over a certain level - see 13.8).

12.4.3 The fixing of the UBR by central government (as opposed to local 
government) can be justified on the basis of electoral 
representation. All adults resident in the UK (with UK and 
Republic of Ireland citizenship) have the right to vote in national 
elections and those who are liable also pay central government 
taxes. They, therefore, have a right, by means of the ballot box, to 
influence the nature of central government taxation. Within local 
government, the right to vote exists only for local residents and 
there is no right to influence the nature of local government 
taxation by means of the ballot box for owners of local businesses, 
unless the proprietor also happens to be a local resident. Before 
1990, local government was required to take into account the 
views of local commercial interests in fixing the level of taxation, 
but this was considered to be an inadequate and ineffective system 
for ensuring that local businesses were not penalised by excessive 
and disparate tax rates throughout the country.

12.4.4 The removal of the responsibility for fixing the level of the tax 
from local government has had several effects. For example, local 
government has lost direct control over about 20% of its income 
(see Table 1.2), thereby increasing the level of its financial 
dependence on central government to about 84%. The reduction in 
financial independence has meant, inevitably, a reduction in the 
freedom of local authorities to vary the range and level of the 
services they provide.

12.4.5 This further reduces the level of local democratic accountability 
which was a stated aim of central government when introducing 
both the Community Charge (or poll tax) and its replacement, the 
Council Tax (see Chapter 15 and Appendix A).
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12.4.6 The principle of local democratic accountability is one of the 
arguments for returning non-domestic rates to local authorities and 
for treating domestic properties in exactly the same way as non- 
domestic property, i.e., for abolishing the Council Tax and for 
making domestic property liable to the UBR. This would give 
local authorities control over about 35% of their sources of 
finance. The argument against this is considered to be largely 
political.

12.4.7 The UBR can be criticised because, like the pre-1990 rating 
system, it suffers from a number of illogical exemptions, such as 
the exemption from the UBR for agricultural land and buildings. 
The removal of the exemption for Crown occupations in the Local 
Government and Rating Act 1997 is a long-awaited reform which 
will remove one major criticism against the implementation of rat 
ing principles. In the Bayliss Report (The National Committee on 
Rating. Improving the System. The Royal Institution of Chartered 
Surveyors, 1996), which recommended the establishment of a 
Committee to review the current exemptions, the issue was 
summarised as follows:
Exemption from rates has been a matter of some controversy over the 
years. It is now generally accepted that certain public facilities such as 
places of public religious worship and public parks are properly 
exempt, but exemption for many others is now widely seen more as a 
matter of expediency than deserving, (ibid. para. 6.2.1 at p. 32 and see 
also Appendix C)

12.4.8 A system of land taxation can only be perceived as fair if all land 
is subject to taxation. If it is considered politically expedient to 
exempt a particular occupier, e.g., because of poverty or because 
it is considered to be socially acceptable to do so (as could be 
argued for places of public religious worship), then the tax liability 
of such occupiers should be undertaken by central government 
(see, for example, The Report of the Committee of Inquiry on 
Local Government Finance (The Layfield Report) HMSO, 1976, 
para. 63 at p. 168).

12.4.9 Another principle of the tax for which it can be criticised is that the 
rate is presented as a tax on the occupier and the occupier is 
perceived to bear the burden of the levy while enjoying few of the 
long-term advantages of the capital value of the property which 
the community has created (see 12.3.8-12).

12.4.10 It can be argued that the incidence of the UBR is, in fact, an 
indirect burden on the landlord. It is well recognised (refer equa-
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tion theory, 6.4.24-6) that, because of the rate burden, less rent is 
payable by an occupying tenant. Therefore, the UBR should be 
levied directly on the landlord, who would require a contribution 
to that liability from an occupying tenant, who would, thus, end up 
paying the same level of occupational costs (rent and rates) as if 
the tax were levied directly on the occupier, and the burden and 
incidence of the tax would be clearly visible as falling on the 
owner. There would be few practical difficulties in identifying an 
owner to pay the rates and the tax would be and would be seen to 
be an impost on the owner.

12.4.11 There is considered to be a high level of ignorance on the part of 
ratepayers regarding the UBR system itself and the role of the 
various bodies responsible for its operation (The National 
Committee on Rating. Improving the System. (The Bayliss Report) 
The Royal Institution of Chartered Surveyors, 1996, and The 
Report of the Committee of Inquiry on Local Government Finance 
(The Layfield Report) HMSO, 1976). Whilst this is not necessarily 
an intrinsic fault of the system itself, it does make public 
acceptance of the tax less likely and, therefore, its administration 
harder and more expensive.

12.4.12 The system in Scotland is under a different jurisdiction to that in 
England and Wales. Each jurisdiction has its own method of 
operations and statutory timetables (for example, there is no 
central rating list in Scotland) and there are significant differences 
in the functions and financing of local government in Northern 
Ireland. It is a recommendation of the Bayliss Report (The 
National Committee on Rating. Improving the System. The Royal 
Institution of Chartered Surveyors, 1996), which recommended 
(ibid. para. 1.3.2 at p. 2) that the taxing provisions be consolidated 
and harmonised throughout the UK.

12.5 Implementation _______

12.5.1 The social acceptability of the UBR could be dramatically 
improved by the removal of the transitional arrangements which 
currently operate to ensure that, on both the 1990 and 1995 
revaluations, the increases in rates which were phased in for 
certain occupiers were paid for by the phasing in of the decreases 
in rates for those occupiers entitled to a reduced rate liability.

12.5.2 Transitional arrangements immediately obviate the implied 
fairness of a revaluation and cannot be justified on any grounds
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other than the political expediency of ensuring that transitional 
relief is self-financing. If it is desirable from the political 
standpoint to phase in increased rate liability for certain occupiers, 
then any deficit to the rate revenue as a result of transitional relief 
should be paid for by central government and not by those 
ratepayers who, by definition, have been paying and are forced to 
continue to pay more than their liability under the strict rules of the 
phasing system.

12.5.3 The use of formulae to assess a rateable value for the operational 
hereditaments occupied by the so-called statutory undertakers of 
such enterprises as electricity, gas, telecommunications and water 
cannot ensure that such occupiers pay the same proportion of their 
rate liability as any other occupier. Central government has stated 
its intention to return such hereditaments to conventional methods 
of valuation to ensure that each pays UBR on the same basis as all 
other tax-payers, and it is expected that such provisions will be 
implemented for the next revaluation in 2000.

12.5.4 There is, currently, an anomaly within the relief given for empty 
property. Owners of empty commercial (non-industrial) 
hereditaments are liable to pay the non-occupied rate, which is 
50% of that payable by an occupier, while owners of empty 
industrial and warehouse premises enjoy a relief of 100% of the 
occupied rate. This is clearly an unjustifiable situation at a time 
when recession in the UK economy does not distinguish between 
the industrial and the non-industrial sectors. The relief given to 
the industrial occupiers dates from 1984 and 1985 when, as a 
result of the then industrial recession, 100% rate relief was given 
to occupiers of empty 'industrial and storage hereditaments'. This 
relief continued at a time when other parts of the UK economy 
were suffering the effects of an economic recession. Such 
discriminatory treatment of occupiers of different hereditaments is 
not justified and should be abandoned.

12.6 Conclusion _______

12.6.1 The success of any tax can be measured in a variety of ways, e.g. 
cost-efficiency, certainty and predictability of yield, and social 
acceptability (see Appendix F). It is, perhaps, within the criterion 
of social acceptability that the fundamental success of any tax 
should be measured.

-efe-
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12.6.2 Part of achieving such success is in the presentation of the tax to 
the nation as a whole, so that it is seen to reflect the priorities, 
standards and aspirations of the nation as well as to be responsive 
to any relevant social changes.

12.6.3 It is also true that the structure of local authority finance must be 
compatible with (and ideally should be reformed alongside) the 
structure of local authorities themselves together with their 
responsibilities.

12.6.4 To date, these are not principles which have been recognised 
within the UK. The current trend of tinkering with the system to 
make it more palatable cannot be expected to deal with the funda 
mental problems of the system. Indeed, such tinkering makes 
matters worse by increasing the already impressive number of leg 
islative documents which relate to an already complicated taxation 
system.

12.6.5 The problems associated with the 1990-93 reforms of local auth 
ority revenue (see Appendix A) mean that there is little political 
will to revisit this issue so soon after the events and there is not 
likely to be a fundamental reform of local authority finance in the 
foreseeable future.
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Council tax

13.1 Synopsis

13.1.1 The Council Tax replaced the Community Charge (poll tax) with 
effect from 1 April 1993.

13.1.2 The Council Tax is levied on owners and occupiers of domestic 
property by local (billing) authorities.

13.1.3 Half the tax payable is a personal element, which assumes that there 
are two taxable adults resident, and the other half is a property 
element, which is based on the banded value of the property.

13.1.4 The level of the Council Tax is fixed by the local authorities, 
subject to the capping powers of central government.

13.2 Introduction _______

13.2.1 The Local Government Finance Act 1992 (LGFA 1992) provides 
for certain local authorities to levy and collect the Council Tax. 
Details of the implementation of the Council Tax can be found in 
the relevant Council Tax Practice Notes (see Bibliography).

13.2.2 The Council Tax has two elements: a personal element which 
makes up 50% of the bill and a property element which makes up 
50% of the bill. The details of the Personal element are explained 
in this Chapter (see 13.4), while the property element is explained 
in Chapter 14.

23.2.3 The Council Tax is therefore something of a hybrid tax based in 
part on the pre-1990 rating system, in that it is a tax on the value
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of the dwelling, and in part on the 1990-93 Community Charge 
(poll tax) in that liability reflects the number of residents.

13.3 Liability

13.3.1 Liability for the Council Tax was not clearly established in the 
consultation document (HMSO, 1991). It stated (p. 14) that:
a single bill should be sent to each household. It would be for the 
household to decide how the bill should be divided between those 
living in the property and to make the appropriate financial 
arrangements between themselves.

13.3.2 The document continues that:
The old rating system worked in this way. These arrangements would 
be appropriate for most households.

13.3.3 However, the 'old rating system' was a tax levied on occupiers, 
the definition of which was established by considerable amounts 
of case law (see 2.3). The implication of the consultation 
document is, therefore, that the Council Tax is an occupiers' tax, 
which is reinforced in the Summary to the consultation document 
(ibid, page unnumbered, item 7) where it is stated that:
The liability for the new council tax will fall on the occupier, normally 
the head of the household.

13.3.4 Hierarchy of tenure
However, within the enacting legislation, residents of dwellings 
are liable (s. 6 of the LGFA 1992) according to a hierarchy of their 
interests in the property.

13.3.5 The first priority is given to residents with a legal interest, that is:
(a) residents with a freehold interest;
(b) residents with a leasehold interest which is not inferior to 
another;
(c) residents who are statutory or secure tenants;
(d) residents with a contractual licence to occupy.

13.3.6 Next, there are residents with no legal interest. This appears 
to refer, particularly, to squatters and trespassers. It may also 
apply to charitable and service occupiers, although such residents 
may fall under the previous category if they have a contractual 
licence.

Liability 167
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13.3.7 Finally, there is the owner, who is denned (s. 6 (5) LGFA 1992) 
as the person with a material interest in the whole or any part of 
the dwelling where at least part of the dwelling is not subject to a 
material interest inferior to his interest. 'Material interest' means a 
freehold interest or a leasehold interest which was granted for a 
term of six months or more (ibid. s. 6 (6)). Thus, the owner is only 
liable where no one else has their sole or main residence in the 
property. The Secretary of State can also prescribe classes of 
properly which may be the subject of a determination to make the 
owner liable (see 13.3.11).

13.3.8 The Act identifies (s 6 (5)) a 'resident' as
an individual who has attained the age of 18 years and has his sole or 
main residence in the dwelling.

13.3.9 There is, however, no definition of 'sole or main residence', 
although recent case law (Bradford Metropolitan City Council v. 
Anderton (1991)), described a residence as a settled and usual 
abode and argued that residence should not be defined only by 
time spent there. The case also established that a ship is not a 
residence. Liability appeals go to the valuation tribunal (see 
Chapter 10).

13.3.10 Students
Students are exempt from Council Tax when living in halls of 
residence and hostels, but discounts only apply where students are 
solely or mainly resident in a chargeable dwelling with or without 
a resident who is not a student. Students are, therefore, 
'disregards' for the purpose of calculating the number of taxable 
residents.

13.3.11 Houses in multiple occupation, hostels etc.
Where it is difficult to levy the Council Tax because there is no 
single household, e.g., where houses are in multiple occupation or 
are occupied as hostels, etc., s. 8 (1) 1992 Act and the Council Tax 
(Liability for Owners) Regulations 1992 (SI 1992 No. 551) speci 
fies classes of dwellings for which the person liable for the 
Council Tax is the owner, rather than the occupier, as follows: 
Class A nursing homes and other similar homes; 
Class B houses of religious communities; 
Class C houses in multiple occupation;
Class D residences of staff who live in houses occasionally occu 
pied by an employer; 
Class E residences of ministers of religion.
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Liability for dwellings owned by Ministers of the Church of 
England is transferred to the Diocesan Board of Finance, rather 
than to the owner.

13.3.12 Joint and several liability
Joint and several liability applies to married couples and to 
couples living as if they were married and where there are two or 
more people with identical 'interests', i.e. with interests falling 
within the same level of the hierarchy of liability (s. 9, 1992 Act).

13.3.13 Further details can be found in The Council Tax: Practice Note 
No. 2 - Liability, discounts and exemptions, (revised July 1993) 
(prepared by the Department of the Environment, the Welsh 
Office, and associations of local authorities).

13.4 Personal element

13.4.1 The personal element of the Council Tax accounts for 50% of the 
bill. Personal discounts are given to reflect single-person 
households and unoccupied dwellings and apply only to the 
personal element of the tax, i.e., to the 50% of the tax which 
relates to residents, and not to the 50% of the tax which relates to 
the property.

13.4.2 The Council Tax takes into account the number of adults in each 
household by assuming a basic number of two adults per 
household.

13.4.3 The most common number of adults per household is two (HMSO, 
1991, p. 5) and it was considered (ibid.) that by specifying two as 
the assumed number of adults, the number of households which 
would need discounts would be minimised, and that only a small 
minority of the population would not be taken into account, since 
the number of people who are the third and subsequent adults liv 
ing in households is only about four million (ibid. p. 6).

Thus, households with two or more adults pay the full amount of 
Council Tax for their property.

13.4.4 Single-person Households
Single-adult households benefit from a personal discount of 25% 
of the basic bill (s. 11, 1992 Act).

Personal element 169
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13.4.5 Thus, discounts on the personal element of the Council Tax are as 
follows:
(a) where a dwelling is occupied by a single resident, there is a 
discount of 25% on the full charge for the property, i.e., a 50% 
discount on the personal element of the charge;
(b) where the dwelling is occupied by two or more residents and 
all but one qualify as 'disregarded' people (see 13.4.6), there is 
also a discount of 25% on the full charge for the property (again, 
a 50% discount on the personal element of the charge);
(c) certain dwellings are excluded completely from the charge, 
so, strictly speaking, this is an exemption, not a discount. Such 
dwellings include students' halls of residence, student hostels and 
dwellings where all the residents are students (see 13.3.10).

13.4.6 Schedule 1 of the 1992 Act (as amended by the Council Tax 
(Discount Disregards) Order 1992 (SI 1992 No. 548)) provides 
that the following are 'disregarded' people who qualify for a per 
sonal discount under s. 11 of the Local Government Finance Act 
1992:
(a) a person in detention, subject to certain conditions;
(b) a person who is severely mentally impaired and who is 
entitled to one of a series of specified benefits;
(c) a person who is 18 years old and in respect of whom child 
benefit is payable;
(d) students, student nurses, apprentices and youth-training 
trainees;
(e) patients within hospitals and hostels, as defined; and
(f) care workers.

13.4.7 The Secretary of State retains the power to extend the list of 
'disregarded' people, as appropriate.

13.4.8 The various categories of dwellings giving rise to different 
liabilities can be summarised as follows:
(a) residentially-occupied dwellings which are someone's sole 
or main residence - full liability falls on the resident with the 
prime interest;
(b) empty and unused - no 'resident', so the owner is liable. 
Such properties attract a discount of the 50% on personal element;
(c) empty and unused dwellings, which are exempt (see 14.7), so 
there is no liability;
(d) furnished and unused - the owner is liable. Such properties 
attract a discount of 50% on the bill;
(e) furnished and in use, but not anyone's sole or main residence 
(e.g. a second home), the discount is 50% of the bill. In Wales, the
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Council Tax (Prescribed Class of Dwellings ) (Wales) Regulations 
1992 (SI 1992 No. 3023) specifies that only one personal discount 
applies to every dwelling in Wales:

(i) in respect of which a period of six months or more has 
elapsed since it was anyone's sole or main residence; 
(ii) which is furnished; and
(iii) which is not either a pitch occupied by a caravan; a moor 
ing occupied by a boat; an unoccupied dwelling in respect of 
which a person qualifies as a personal representative; or a 
dwelling which is unoccupied because the owner resides else 
where in job-related accommodation.

13.4.9 Any resident aggrieved by the decision of the local authority on an 
application for a discount may ask the local authority to review its 
decision and, if still dissatisfied, may appeal to the valuation 
tribunal.

13.4.10 Verification
Local authorities take their own steps to verify the information 
provided. There are penalties for making fraudulent use of the 
discount arrangements.

13.5 People on low incomes

13.5.1 It is the stated intention of central government (HMSO, 1991, p. 
17) that
people on low incomes are not called on to make a disproportionate 
contribution to local taxation.

13.5.2 A system of council tax benefits has been incorporated into 
amendments to the social security acts.

13.5.3 Local authorities administer the scheme and the subsidies for 
doing so are broadly in line with those for the Community Charge 
benefits scheme.

13.5.4 For individuals or couples on income support or equivalent levels 
of income, rebates meet 100% of their liability under the Council 
Tax. For further information, reference should be made to The 
Council Tax: Practice Note No. 3 - Council Tax Benefit (prepared 
by the Department of the Environment, the Welsh Office, and 
associations of local authorities).
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13.6 Local authorities' discretion to fix tax

13.6.1 It was intended (HMSO, 1991, p. 12) that local authorities would 
retain the discretion to set their budgets above or below the 
standard level, subject to the restraints imposed by central 
government which operate at the time.

13.6.2 Central government's intention is that an authority's spending 
above or below the standard level should be reflected in its 
Council Tax bills, so that Council Tax payers benefit from 
efficiency savings and face additional costs for any extra spending.

13.6.3 In this way, central government's intention that the level of 
Council Tax relate clearly to the spending decisions of the local 
authority and that the local authority become directly accountable 
to its taxpayers should be achieved.

13.6.4 Any variation in spending falls proportionately on the bills of all 
Council Tax payers in the area. This means that each household in 
an authority's area should see a percentage increase or reduction 
in their bill equal to that of the level of spending, compared with 
the standard level.

13.6.5 Tiers of authorities
In areas with more than one authority, the tiers should each set 
their own separate element of the Council Tax, and this should be 
clearly identified on the single bill sent to the Council Tax payer.

13.6.6 For further information on this matter, refer to The Council Tax: 
Practice Note No. 7 - Tax setting, precepting and levying (revised 
August 1993 and August 1995) (prepared by the Department of 
the Environment, the Welsh Office, and associations of local 
authorities).

13.7 Grants system ^_____________

13.7.1 Under the Council Tax, the total amount available from the gen 
eral grant is distributed so that the authorities in each area can 
finance spending at a standard level by levying the standard tax 
able amounts fixed by the Secretary of State for the Council Tax, 
taking into account the personal discounts.

13.7.2 In this way, local authorities are compensated for differences in
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their expenditure needs, and for any variations in their taxable 
capacity.

13.7.3 Variations in spending needs are taken into account in the 
Standard Spending Assessment which represents the amount of 
revenue expenditure which it is appropriate for each authority to 
incur to provide a standard level of services.

13.8 Capping____________________________

13.8.1 Central government recognises (HMSO, 1991, p. 25) its duty to 
protect local taxpayers from unacceptably high bills as well as to 
control the level of public expenditure. The new system 
incorporates arrangements to ensure restraint in local spending 
and taxation.

13.8.2 Central government, therefore, introduced capping powers 
appropriate to the Council Tax.

13.9 Phasing arrangements

13.9.1 Central government's aim (HMSO, 1991, p. 27) was to ensure that 
no household faced an unreasonable increase in their overall bill 
from one year to another as a result of the introduction of the 
Council Tax.

13.9.2 There were requirements on local authorities to provide relief for 
individual households for this purpose, the cost of which was to be 
found within the overall total available for central grants to local 
authorities.

13.9.3 For further details of such phasing arrangements, see The Council 
Tax: Practice Note 4 Transitional Arrangements (as revised) (See 
References and Bibliography).

13.10 Appeals _________________

13.10.1 Valuation tribunals have jurisdiction to hear appeals relating to 
liability to pay the Council Tax; the designation of a dwelling as a 
chargeable dwelling; the calculation of the tax payable (under s.



8/11/97 1 = 27 am Page 174

174 CouBcil tax

16 of the 1992 Act); and the imposition of a penalty for failure to 
supply information about the liable person (para. 3 (1) of Sch 3 of 
the 1992 Act).

13.10.2 There are also rights of appeal to the valuation tribunal in respect 
of valuation matters (see Chapter 14).

13.10.3 There is no right to appeal to the valuation tribunal against the 
setting of the amount of Council Tax; the specification of a class 
of exempt dwelling; the billing authorities' determination about 
the application of a discount to a class of dwelling (in Wales); or 
the issue of a precept or the allocation of grant or the capping of 
expenditure by the Secretary of State. These matters may be ques 
tioned only on judicial review.

13.10.4 There is no right of appeal to the Lands Tribunal from the 
valuation tribunal. There is a right to appeal to the High Court on 
a point of law only (reg. 32 of the Council Tax (Alteration of Lists 
and Appeals) Regulations 1993 (SI 1993 No. 290) and reg. 32 (1) 
of the Valuation and Community Charge Tribunals Regulations 
1989 (SI 1989 No. 439) (as amended)).

13.11 Billing and collection

13.11.1 Local authorities are given the freedom to design their own 
Council Tax bills and literature. However, while it is sufficient to 
address the bill to the 'occupier', a named person is required for 
recovery methods.

13.11.2 The Council Tax bill must also state:
(a) the amount of tax for up to three precepting authorities; and
(b) any discounts, transitional relief, lump-sum allowance and 
benefits, as applicable.

13.11.3 In addition, the authority is required to state the assumptions made 
in calculating the bill. This can be done on the bill itself.

13.11.4 Regulations allow for the payment of the tax by instalments. 
Further details can be found in the Council Tax: Practice Note No. 
5 - Administration (including billing and collection) (revised 
April 1994) (prepared by the Department of the Environment, the 
Welsh Office, and associations of local authorities).
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13-12 Check-list_________________

13.12.1 The Council Tax comprises two elements: a personal element, 
worth 50% of the bill and a property element, worth 50% of the 
bill (13.2.2).

13.12.2 Liability for the Council Tax rests initially with the legal owner for 
whom the dwelling is the sole or main residence. There is a 
hierarchy of tenure which includes a resident and joint and several 
liability (13.3).

13.12.3 Owners are liable for the Council Tax for certain classes of 
dwelling, e.g. houses in multiple occupation (13.3.11).

13.12.4 There is a personal discount of 25% of the bill for dwellings with 
only one resident or where only one resident is not 'disregarded' 
(13.4).

13.12.5 There is a rebate of up to 100% of the bill for occupiers on low 
incomes (13.5).

13.12.6 Local authorities have the discretion to fix the tax, subject to 
central government's powers of capping (13.6 and 13.8).

13.12.7 There is a right of appeal to the valuation tribunal against liability, 
etc., and for judicial review against the fixing of the level of 
Council Tax, etc. (13.10).
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Council tax valuation

14.1 Synopsis

14.1.1 Half of the Council Tax is payable for the property element, which 
is based on the dwelling being allocated to one of eight value 
bands.

14.1.2 The dwellings are listed in valuation lists and the property element 
of the Council Tax is based on the entry in the valuation lists.

14.1.3 The dwelling-part of composite hereditaments is placed within 
one of the eight value bands.

14.2 Introduction

14.2.1 Section 3 of the Local Government Finance and Valuation Act 
1991 (abolished by Sch. 14 1992 Act) made provision for the 
valuation of domestic property in England and Wales for the 
purposes of the Council Tax in advance of the 1992 Act. The 
valuations were the responsibility of the valuation officers, 
renamed for the purposes of the Council Tax as 'listing officers'.

14.2.2 Each property is allocated to one of eight value bands and, subject 
to variations in the personal element of the Council Tax (see 
Chapter 13), households in properties in the same bands in a 
billing authority's area receive the same Council Tax bill.
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143 'Dwelling' defined_________

14.3.1 Section 3 (2) of the Local Government Finance Act 1992 defines 
'dwelling' as any property which:
(a) by virtue of the definition of a hereditament in s. 115 (1) of 
the General Rate Act 1967, would have been a hereditament for 
the purposes of that Act if that Act remained in force; and
(b) is not for the time being shown or required to be shown in a 
local or a central non-domestic rating list in force at that time; and
(c) is not for the time being exempt from local non-domestic 
rating for the purposes of Part III of the Local Government 
Finance Act 1988.

14.3.2 According to Sales, 1996 (at 2-334),
This must be the most elaborate and negative legislative definition of 
dwelling 01... dwelling house ever achieved.

14.3.3 It is necessary to investigate each category in order to achieve full 
understanding.

14.3.4 The definition of 'hereditament' in s. 115 of the 1967 Act was:
property which is or may become liable to a rate, being a unit of such 
property which is, or would fall to be, shown as a separate item in the 
valuation list.

14.3.5 In fact, under the 1967 Act (as today), it was necessary to refer to 
the case law outlined in 3.3 in order to provide a workable defi 
nition. Thus, a hereditament must be:
(a) capable of definition;
(b) a single geographical unit;
(c) capable of separate occupation; and
(d) used for a single purpose.

14.3.6 In the case of a hereditament which is a composite hereditament 
for the purposes of Part 3 of the Local Government Finance Act 
1988, the part of the hereditament which is domestic property is to 
be domestic property for the purposes of the 1992 Act valuations. 
Legislation, therefore, ensures that where part of a hereditament is 
exempt the Uniform Business Rate because it is domestic, that part 
becomes liable to the Council Tax, by definition.

14.3.7 Section 3 (4) of the 1992 Act excluded the following from the 
definition of domestic property, except where they form part of a 
larger property which is itself domestic property under the 
definition:
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(a) a yard, garden, outhouse or other appurtenance belonging to 
or enjoyed with property used wholly for the purposes of living 
accommodation; or
(b) a private garage which either has a floor area of not more 
than 25 square metres or is used wholly or mainly for the 
accommodation of a private motor vehicle; or
(c) private storage premises used wholly or mainly for the 
storage of articles of domestic use.

14.3.8 The Secretary of State may by order amend, or substitute another 
definition for, any definition of 'dwelling' property which is 
effective in England and Wales for the purposes of the valuation 
(s. 3 (6) 1992 Act) and may prescribe that anything which would 
otherwise be one dwelling be treated as two or more dwellings and 
vice versa (s. 3 (5) 1992 Act).

34.3.9 The Council Tax (Chargeable Dwellings) Order 1992 (SI 1992 
No. 549) gives the listing officer discretion to treat a property 
which is occupied as more than one unit of separate 
accommodation as one dwelling. In exercising the discretion, the 
listing officer must have regard to all the circumstances of the case 
including the extent, if any, to which the parts of the property 
separately occupied have been structurally altered.

14.3.10 This legislation allows for a house with a so-called granny flat to 
be treated as a single dwelling for the purposes of the Council Tax 
(see Batty v. Burfoot (1995)).

14.3.11 Caravan pitches and boat moorings are chargeable dwellings, 
while certain categories of domestic property may be prescribed as 
exempt (see 14.7).

14.4 Basis of valuation ________

14.4.1 Paragraph 6 (1) of the Council Tax (Situation and Valuation of 
Dwellings) Regulations 1992 (SI 1992 No. 550) defines the 'value 
of any dwelling' as follows:
the value of any dwelling shall be taken to be the amount which, on 
the assumptions mentioned ... below, the dwelling might reasonably 
have been expected to realise if it had been sold in the open market by 
a willing vendor on the 1st April 1991.

34.4.2 The assumptions are:
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(a) that the sale was with vacant possession;
(b) that the interest sold was the freehold, or in the case of a flat, 
a lease for 99 years at a nominal rent;
(c) that the dwelling was sold free from any rent charge or other 
encumbrance;
(d) that the size, layout and character of the dwelling, and the 
physical state of the locality, were the same as at the date the 
valuation was made;
(e) that the dwelling was in a state of reasonable repair;
(f) in the case of a dwelling the owner or occupier of which is 
entitled to use common parts, that those parts were in a like state 
of repair and that the purchaser would be liable to contribute 
towards the cost of keeping them in such a state;
(g) in the case of a dwelling which contains fixtures to which this 
sub-paragraph applies, that the fixtures were not included in the 
dwelling. Such fixtures are those:

(i) which are designed to make the dwelling suitable for use by
a physically disabled person, and
(ii) which add to the value of the dwelling;

(h) that the use of the dwelling would be permanently restricted 
to use as a private dwelling; and
(i) that the dwelling had no development value other than the 
value attributed to the permitted development.

14.4.3 The definition of value cited in 14.4.1 is similar to that used as the 
basis for compensation under s. 5 of the Land Compensation Act 
1961 (which provides for compensation for land taken following 
compulsory acquisition to be based on: 'the amount which the land 
if sold in the open market by a willing seller might be expected to 
realise').

14.4.4 From compensation and other cases where similar phraseology 
has been used, the definition of the value of a dwelling for the 
purposes of Council Tax can be further explained.

14.4.5 'In the open market' has been held (IRC v. Clay and Buchanan 
(1914) at p. 888) to mean that the property is 'offered under con 
ditions enabling every person desirous of purchasing to come in 
and make an offer'.

14.4.6 In particular, the words 'willing seller' have been the subject of 
interpretation in case law. Thus, 'a "willing seller" is "one who is 
a free agent", not "a person willing to sell his property without 
reserve for any price he can obtain for it" ' (ibid, cited by Davies 
1984 p. 137). A 'willing seller' is 'assumed to be willing to sell at
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the best price which he can reasonably get in the open market' 
(Trocette Property Co. v. Greater London Council (1974)).

14.4.7 'A price which the land is "expected to realise"' implies a reference to 
'the expectations of properly qualified persons who have taken pains 
to inform themselves of all the particulars ascertainable about the 
property, and its capabilities, the demand for it and the likely buyers' 
- in short, the professional opinion of competent valuers. (IRC v. Clay 
and Buchanan (1914), cited by Davies, 1984, p. 137)

14.4.8 Alterations of the List
In the case of a valuation carried out for the purpose of an 
alteration of the valuation list resulting from a material reduction 
in the value of the dwelling, the following assumptions (reg. 6 (3) 
Council Tax (Situation and Valuation of Dwellings) Regulations 
1992 (SI 1992 No. 550) are to be made:
(a) that the physical state of the locality of the dwelling was the 
same as on the date from which the alteration of the list would 
have effect; and
(b) that the size, layout and character of the dwelling were the
same:

(i) in the case of an alteration resulting from a change to the 
physical condition of the dwelling, as on the date from which the 
alteration of the list would have effect; or 
(ii) in a case where there has been a previous alteration of the 
valuation list, as on the date from which that alteration had effect; 
or
(iii) in a case where in relation to the dwelling, there has been a 
relevant transaction, not resulting in an alteration of the valu 
ation list, as on the date of that transaction; or 
(iv) in a case to which more than one of sub-paras (i) to (iii) 
above apply, as on whichever is the latest of the dates there men 
tioned; and 
(v) in any other case, as on 1 April 1993.

14.4.9 For the purposes of (b) (iii) above, a 'relevant transaction' is a sale 
of the fee simple, a grant of a lease for a term of seven years or 
more or a transfer on sale of such a lease (s. 24 1992 Act).

14.4.10 Composite hereditament
In the case of a composite hereditament, the value of the dwelling 
is taken to be that portion of the relevant amount which can 
reasonably be attributed to domestic use of the dwelling (reg. 7 (1) 
ibid.). 'Relevant amount' means the amount which the composite 
hereditament might reasonably be expected to realise on the 
assumptions mentioned above (14.4.2).
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14.5 Valuation list_________

14.5.1 There is one valuation list for each billing area, and other 
arrangements for the list should be similar to those used for the 
Uniform Business Rate. The Commissioners of Inland Revenue 
appointed a listing officer (i.e. the valuation officer renamed for 
the purposes of the Council Tax) for each billing authority who is 
responsible for the valuation list for that authority.

14.5.2 Section 22 (1) 1992 Act requires a listing officer for a billing 
authority to compile and maintain a valuation list for that billing 
authority's area. The contents of the valuation lists are to comply 
with the Council Tax (Contents of Valuation Lists) Regulations 
1992 (SI 1992 No. 553) (s. 23 1992 Act).

14.5.3 The list was to be compiled on 1 April 1993 and to come into 
effect on that date (s. 22 (2) 1992 Act). It is to be maintained so 
long as necessary (ibid. (9)). There is no provision for updating 
entries to the list.

14.5.4 A copy of the draft valuation list was sent to each billing authority 
before 1 December 1992 and the billing authorities were required 
to publicise the contents of the list, including personal notification 
of the band in which each dwelling appeared (s. 22 (6) (7) 1992 
Act).

14.5.5 There is a right (s. 28 ibid.) to information about the 'state of a list' 
from both the listing officer and the billing authority, and there is 
a right to make transcripts or to have photocopies taken at a 
reasonable charge.

14.5.6 Under s. 23 of the 1992 Act, the valuation list shows (for each day 
for which it is in force) each dwelling in the billing authority's 
area, its reference number and the appropriate valuation band (see 
14.6) (Council Tax (Contents of Valuation Lists) Regulations 
1992 (SI 1992 No. 553). In addition, the list must identify any 
composite hereditaments liable to the Uniform Business Rate, part 
of which consists of domestic property.

14.5.7 Where a list has been altered, the period for which or the date from 
which the alteration takes effect must be shown and also whether 
the alteration was made in compliance with a decision of a 
valuation tribunal or the High Court.

14.5.8 An omission from the list of any matter required to be included 
will not invalidate the list (s. 23 (4) 1992 Act).
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14.5.9 A dwelling which spans the boundary of two or more billing 
authorities is listed in the area of the billing authority in which the 
greater part of the building (not the land) is situated (reg. 3 (1) 
Council Tax (Situation and Valuation of Dwellings) Regulations 
(SI 1992 No. 550)).

14.5.10 Further details about valuation lists can be found in The Council 
Tax: Practice Note No. 1 - Valuation Lists (revised August 1993) 
(prepared by the Department of the Environment, the Welsh 
Office, and associations of local authorities).

14.6 Banding___________________

14.6.1 All dwellings which are liable to Council Tax are placed in one of 
eight valuation bands. The bands which currently apply s. 5 (2) 
1992 Act are as shown in Table 14.1:

Table 14.1 Council Tax bands

Valuation band Range of values

England
A
B
C
D
E
F
G
H

Wales
A
B
C
D
E
F
G
H

Not exceeding £40,000 
Exceeding £40,000 but not exceeding £52,000 
Exceeding £52,000 but not exceeding £68,000 
Exceeding £68,000 but not exceeding £88,000 
Exceeding £88,000 but not exceeding £120,000 
Exceeding £120,000 but not exceeding £160,000 
Exceeding £160,000 but not exceeding £320,000 
Exceeding £320,000

Not exceeding £30,000 
Exceeding £30,000 but not exceeding £39,000 
Exceeding £39,000 but not exceeding £51,000 
Exceeding £51,000 but not exceeding £66,000 
Exceeding £66,000 but not exceeding £90,000 
Exceeding £90,000 but not exceeding £120,000 
Exceeding £120,000 but not exceeding £240,000 
Exceeding £240,000

14.6.2 The Secretary of State has the power to vary the range of values 
within the bands and to substitute other valuation bands for those 
currently in force (s. 5 (4) 1992 Act).
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14.6.3 Average property value
The value bands were constructed around the average property 
values in the country (i.e. England or Wales) in which the 
properties are located. Thus, banding was carried out separately 
for properties in England and Wales, by reference to the average 
property value for the country in question.

14.6.4 Composite properties
Composite properties, which are partly domestic and liable to 
Council Tax and partly non-domestic and liable to rates, have their 
domestic part allocated to a band. Council tax paid will depend on 
that banding and the number of adults resident (see 14.4.10).

14.6.5 Relative burden of taxing
The different bands are defined so that the government's intended 
relativity of taxing can be established, i.e., a taxable couple living 
in a dwelling in the highest band pays twice as much as a couple 
living in a property in the middle band; a couple living in a 
dwelling in the lowest band pays two-thirds of the bill for a 
middle-band property. Overall, the bill for couples in the highest 
band is three times as much as that for couples in the lowest band 
in the same local authority area (s. 5 (1) 1992 Act). The bands in 
between represent steps between the lowest and the highest, with 
the proportions being as shown in Table 14.2:

Table 14.2 Relativity of Council Tax liability

Band A 
6

BandB
7

BandC 
8

BandD 
9

BandE 
11

BandF 
13

BandG 
15

BandH
18

The numbers represent the relative proportions of the Council Tax bill which 
are paid by taxpayers whose properties fall within the different bands (s. 5 (1)
1992 Act).

Thus, taxpayers who live in Band A properties pay two-thirds of the amount 
paid by taxpayers who live in Band D properties and taxpayers wbo live in 
Band H properties pay twice the amount paid by taxpayers who live in Band D 
properties.

14.6.6 Review of bands
The Local Government Finance and Valuation Bill proposed that 
bands should be regularly reviewed to take account of changes in 
house prices, and the Department of the Environment is proposing 
a reserve power to order an area revaluation in cases where there 
has been significant differential movement in the values of 
different sorts of properties.

U.6.7 Of course, neither of these will reflect the variations in house

Banding 183
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prices between different regions of the country nor will a review 
of bands reflect the variations in house prices between different 
kinds of dwellings (semi-detached, detached, terraced, etc., 
houses, flats and maisonettes - purpose-built or converted^ 
caravans, etc.).

14.6.8 However, there is no indication at present (April 1996) that there 
is any political will to introduce a revaluation of dwellings for the 
purposes of the Council Tax.

14.6.9 Disabled occupiers
Under the Council Tax, any alterations made to a property for a 
disabled person which increase the value of that property are 
disregarded in assessing the band into which the property should 
fall (reg. 6 (1) (g) and (4) Council Tax (Situation and Valuation of 
Dwellings) Regulations 1992 (SI 1992 No. 550)).

14.6.10 New dwellings
New properties are assigned to bands on the basis of comparative 
values at a specified date and the experience of the valuer of the 
banding of similar properties.

14.6.11 Where a valuation list is altered, the valuation list must show the 
date from which the alteration has effect and, where appropriate, 
that the alteration was made in compliance with the order of a 
valuation tribunal or the High Court (Council Tax (Alteration of 
Lists and Appeals) Regulations 1993 (SI 1993 No. 290)).

14.6.12 Structural improvements
Because the tax is based on broad bands, improvements to a 
property do not necessarily lead to a change in its original band.

14.6.13 Second homes
The consultation document (HMSO, 1991, p. 15) recognised that 
all properties impose costs on local authorities whether they are 
continuously occupied or not. Properties such as second homes 
and houses occasionally let require the protective and maintenance 
services provided by local authorities, and this is the justification 
for subjecting such properties to the Council Tax.

14.6.14 Where a property is not anyone's main residence, the Council Tax 
bill is reduced by the maximum of two personal discounts (see 
13.4). The owner of a 'second home', therefore, pays the full 
property element of the tax, but enjoys the full personal discount, 
and thus only half the normal Council Tax bill is payable.
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147 Exempt dwellings__________

24.7.1 The Council Tax (Exempt Dwellings) Order 1992 (SI 1992 No. 558) 
(as amended) prescribes classes of dwellings for which no Council 
Tax is payable, as follows:
Class A: vacant dwellings which require or are undergoing structural 
or other major works to render them habitable, or alterations of a 
structural nature; or which have been vacant for less than six months 
from the day on which such works were substantially completed; 
Class B: dwellings owned by a charity and which have been 
unoccupied for less than 6 months;
Class C: dwellings which have been vacant for less than six months; 
Class D: unoccupied dwellings which are the sole or main residence 
of the owner or tenants who are living or being detained elsewhere, 
such as in prison or mental care;
Class E: dwellings which are unoccupied and are the homes of 
owners or tenants who are in hospital, a nursing home or residential 
care;
Class F: unoccupied dwellings following the death of the occupier 
where either probate has not been granted or less than six months has 
elapsed since its grant;
Class G: unoccupied dwellings where occupation is prohibited; 
Class H: unoccupied dwellings which are being kept for occupation 
by ministers of religion;
Class I: unoccupied dwellings which where previously the homes of 
owners or tenants (not within Class F) who have their main residence 
elsewhere in order to be cared for by reason of their old age, disable 
ment, illness, past or present alcohol or drug dependence, past or 
present mental disorder;
Class J: unoccupied dwellings which are the homes of people 
resident elsewhere to take care of others;
Class K: unoccupied dwellings which are the homes of students res 
ident elsewhere for the purposes of their studies; 
Class L: unoccupied dwellings which are in the possession of a mort 
gagee;
Class M: an occupied dwelling if it is a hall of residence for students 
or run by a charity;
Class N: an occupied dwelling if it is wholly occupied by students; 
Class O: an occupied dwelling if it is part of armed-forces 
accommodation;
Class P: where at least one person occupying a dwelling is a member 
of the visiting armed forces;
Class Q: dwellings in the hands of a trustee in bankruptcy; 
Class R: a dwelling consisting of a pitch or mooring not occupied 
by a caravan or boat;
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Class S: a dwelling occupied only by a person or persons under the 
age of 21;
Class T: an unoccupied dwelling which forms part of a single 
property which includes another dwelling which cannot be separ 
ately let, e.g. a granny flat in a house;
Class U: a dwelling occupied only by a person (or persons) who is 
(are) severely mentally impared.

14,8 Billing authorities

14.8.1 A valuation list has been prepared for each billing authority by a 
listing officer who is responsible for the valuation list for that area.

14.8.2 The listing officer provides copies of, and notification of changes 
in, the list to the billing authorities.

14.8.3 Billing authorities send out bills; further reference to the 
administrative role of billing authorities should be made to 
Council Tax: Practice Note No. 5 - Administration (including 
billing and collection) (revised April 1994) (prepared by the 
Department of the Environment, the Welsh Office, and 
associations of local authorities) and Council Tax: Practice Note 
No. 9 - Recovery and enforcement (revised September 1993) 
(prepared by the Department of the Environment, the Welsh 
Office, and associations of local authorities)

14.9 Appeals ____________

14.9.1 Appeals against liability (see 13.3) and against the allocation of a 
dwelling to its band are to the valuation tribunal (Council Tax 
(Alteration of Lists and Appeals) Regulations 1993 (SI 1993 No. 
290)).

24.9.2 No alteration can be made to the valuation list unless:
(a) since the band was first shown as applicable to the dwelling: 

(i) there has been a material increase in the value of the dwelling 
and a relevant transaction (see 14.4.4) has subsequently taken 
place;
(ii) there has been a material reduction in the value of the 
dwelling (unless caused by demolition work which is part of 
other operations in progress); 
(iii) the dwelling has ceased to be a composite hereditament; or
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(iv) in the case of a dwelling which is a composite hereditament, 
there is an increase or decrease in its domestic use;

(b) a different valuation band should originally have been 
determined as applicable to the dwelling or that the band shown in 
the list was not that originally determined; or
(c) an order of the valuation tribunal or High Court requires an
alteration.
(Reg. 4 (1) and (2) Council Tax (Alteration of Lists and Appeals)
Regulations 1993 (SI 1993 No. 290), as amended by the Council
Tax (Alteration of Lists and Appeals) (Amendment) Regulations
1994 (SI 1994 No. 1746).)

14.9.3 Under reg. 5 (ibid.) a billing authority or interested person may 
make a proposal to the listing officer if they believe that:
(a) the list shows a dwelling which ought not to be shown;
(b) the list fails to show a dwelling which ought to be shown;
(c) the band attributed to the dwelling by the listing officer is 
incorrect;
(d) since the valuation band was first shown as applicable in the 
list, any of the events described above (14.9.2(a)) has occurred; or
(e) account has not been taken of a decision of a valuation 
tribunal or the High Court, regarding a particular dwelling or class 
of dwelling.

14.9.4 For the purposes of the Council Tax, an 'interested person' is 
defined (reg. 2 (1) Council Tax (Alteration of Lists and Appeals) 
Regulations 1993 (SI 1993 No. 290)) as the owner or any person 
who is substituted for the owner under s. 8 (3) of the 1992 Act 
(which allows for owners to be identified as the taxpayers in 
prescribed classes of dwelling such as houses in multiple 
occupation (see 13.3.11)); any person who would be liable to pay 
council tax in respect of an exempt dwelling were that dwelling 
not exempt; or any other person who is a taxpayer in respect of 
that dwelling.

14.9.5 Where a valuation list is altered, it must show the period for which 
or, as the case may be, the date from which the alteration has effect 
and, where appropriate, that the alteration was made in compliance 
with the order of a valuation tribunal or the High Court.

14.9.6 The procedure is considered in detail in Council Tax: Practice 
Note No. 6 - Appeals (prepared by the Department of the 
Environment, the Welsh Office, and associations of local 
authorities).
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J4.10 Check-list

14.10.1 Council Tax valuations are undertaken by listing officers (14.2.1).

14.10.2 'Dwelling' is defined as a hereditament not liable to the UBR and 
includes composite hereditaments (14.3).

14.10.3 The value of the dwelling is the amount which the dwelling might 
reasonably have been expected to realise if sold in the open market 
by a willing vendor on 1 April 1991, subject to specified 
assumptions (14.4).

14.10.4 The list can only be altered for specified reasons (14.4.8).

14.10.5 Each dwelling is allocated one of eight bands and it is on its band 
that the level of the property element of the Council Tax is based 
(14.6).

14.10.6 Certain dwellings are exempt, e.g. vacant dwellings undergoing 
structural repair to render them habitable (14.7).

14.10.7 There are limited rights of appeal against the entry of a dwelling 
in the valuation list (14.9).
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Chapter 15

Criticisms of the Council Tax

15.1 Synopsis

15.1.1 The Council Tax is a tax levied by local (billing) authorities on the 
value of domestic property, paid by the occupier (or, where there 
is no occupier, the owner), raising money for local authority 
expenditure.

15.1.2 Like all taxes, the Council Tax should conform to recognised 
principles of equity.

15.1.3 The Council Tax should be investigated to ensure that it is a fair, 
up-to-date and socially acceptable system and that it is imple 
mented equitably.

15.2 Generally ________

As with the UBR, criticisms can be made against the Council Tax 
at various levels, including the fact that it is a tax on a necessity 
(see 12.3). This Chapter concentrates on some of the main 
criticisms of the principles of the tax and its implementation. 
Reference should be made to texts which deal with the principles 
of taxing land (and buildings) and, once again, reference should be 
made to the bibliography included for further reading.
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15.3 Principles of the tax

15.3.1 Personal discount
The Council Tax combines the principles of the Community 
Charge (poll tax) to the extent that a discount (of 25% of the 
overall bill) is given if there is only one (taxable) adult resident in 
the dwelling (see 13.4).

15.3.2 This can be criticised as being totally at odds with the principle of 
adjusting tax to the ability to pay. The personal element, which 
was included apparently for political motives, reflects the wishes 
of the Conservative government not to abandon totally the 
principles of the Community Charge (poll tax) when the Council 
Tax was originally introduced as its replacement in 1993 (see 
Appendix A).

15.3.3 However, giving a 25% discount where only one taxable adult is 
resident is also seen as encouraging the under-utilisation of 
residential property within the taxation system. This is impossible 
to justify in a country with a chronic housing shortage.

15.3.4 Quality of valuations
The method of valuing the dwellings for the implementation of the 
Council Tax came in for considerable criticism at the time the 
valuations were undertaken. The valuation of some 23 million 
domestic hereditaments in England and Wales was carried out 
between November 1991 and May 1992. This is a phenomenal 
work load to be undertaken, with accuracy, during a period of only 
seven months.

15.3.5 Under s. 3 (1) of the Local Government Finance and Valuation 
Act 1991 (now repealed), the Commissioners of Inland Revenue, 
who were charged with the duty to carry out the valuations in 
England and Wales, were able to appoint others who were not in the 
service of the Crown to assist them in carrying out the valuation 
exercise, so long as the rules of confidentiality applicable to the 
Commissioners of Inland Revenue were not breached. Private 
sector valuers who could show that they had the professional 
competence, capacity and financial viability to undertake it, were 
offered the opportunity to tender for two-thirds of the valuation 
work, which amounted to approximately 14 million valuations.

15.3.6 Following the competitive tendering exercise, 512 contracts were 
awarded to 337 private firms, divided between 1,052 geographical



Principles of the tax 191

lots. The Valuation Office Agency undertook the banding of the 
remaining 9 million properties. The Valuation Office was 
described (HMSO, 1991, p. 12), as having 'both the experience 
and the independence to ensure the integrity of the banding 
process'.

15.3.7 It was announced in December 1991, that the total value of the 
contract placed was £19.1 million and that, within the private sec 
tor, this meant an average price of £1.58 per domestic property 
valued for the banding of the Council Tax.

15.3.8 The Valuation Office Agency was responsible for maintaining 
overall quality control and, during the course of this monitoring, 
the VOA made spot checks on the valuations provided by private 
practice, although it was reported that in only about five cases 
where private practice firms made inaccurate valuations were their 
contracts terminated.

15.3.9 The low cost and speed with which the valuations for the Council 
Tax were produced brought inevitable questions regarding their 
accuracy. Despite the assurances of VOA quality control, there 
have, however, been some well-publicised cases of errors. The 
government justified the low price paid for the valuations on the 
grounds that they were not 'valuations' at all, merely the placing 
of every dwelling into one of eight bands, a process not as exact 
and therefore not as time-consuming nor as expensive as true 
'valuations'. Nevertheless, after the fiasco of the Community 
Charge (poll tax) (see Appendix A), anything which brings its 
replacement into disrepute should be strenuously avoided.

15.3.10 Banding
Council Tax ignores ability to pay, for example, by placing all 
properties over £320,000 in England and £240,000 in Wales in the 
same band. If it is true that those with more disposable income live 
in more valuable dwellings, then the very wealthiest in the country 
are not required to pay proportionately more as their disposable 
wealth (as reflected in the value of their dwellings) increases.

15.3.11 Some dwelling-houses are worth millions of pounds, yet their 
occupiers and/or owners pay the same level of Council Tax as if 
they were worth £320,000 (or £240,000 in Wales).

15.3.12 Such taxpayers are, in any event, only required to pay twice the 
amount paid by more than the so-called average Band D property 
in the same local authority area (see 14.6.5 and Table 14.2), which 
is most unlikely to reflect the relative levels of wealth of such
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occupiers and/or owners. While such control of the relative burden 
of taxation may be justifiable at the lower end of the property 
bands, it cannot be justified on the grounds of ability to pay at the 
higher end of the bands.

15.3.13 Indeed, if such a Band H property is occupied by only one taxable 
person, the bill is reduced by 25%.

15.3.14 There is no justification for such protection of the most wealthy 
residents in England and Wales, whether on the grounds of the 
equity of taxation or on the grounds of social equity.

15.3.15 Revaluation
It is not the intention of the government (January 1997) to provide 
regular and frequent revaluations of dwellings. Banding is 
recognised (HMSO, 1991, p. 10 and p. 12) as having a number of 
key advantages:
(a) the banding system is capable of ensuring that excessive 
burdens do not fall on a minority of properties;
(b) undue variations in bills arising from regional variations in 
property values could be avoided;
(c) banding should reduce the administrative task involved in the 
introduction of the tax and allow it to be achieved more quickly;
(d) it would reduce the likelihood of disputes and appeals;
(e) there would be no need for regular and frequent revaluations.

15.3.16 Indeed, at present, it is not the intention of central government to 
provide any revaluations at all. New properties are assigned to 
bands of the basis on their comparative values at a specified date. 
The only likely amendment is that central government may decide 
to vary the values of the bands and, as at March 1996, the Under 
secretary of State for the Environment confirmed that there were 
no plans to review the bands.

15.3.17 It is well recognised following the public concern demonstrated 
(following, for example, the seventeen-year life of the 1973 
valuation list) that a failure to maintain an up-to-date valuation 
base will rapidly cause relative unfairness to those taxpayers 
affected and, without a revaluation, the Council Tax will fall into 
disrepute. A review of the bands would not allow for relative shifts 
in value between different kinds of dwellings in different localities 
to be reflected within the bands. Regular revaluations (ideally at 
intervals to match those currently undertaken for non-domestic 
property) is essential to maintain the credibility of the Council 
Tax.
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15.3.18 Rights of Appeal
There is, currently, no right of appeal against the inclusion of the 
dwelling in the wrong band, i.e., against the valuation, unless 
some additional event takes place.

15.3.19 There was a right to challenge the original banding of the property, 
but such appeals could only be made between 1 April 1993 and 30 
November 1993 (Council Tax (Alteration of the Lists and 
Appeals) Regulations 1993 (SI 1993 No. 290), reg. 5), and only 
new owners whose dwelling was not the subject of an earlier 
appeal are now entitled to challenge the banding under this 
provision (ibid.). There is, therefore, no right to challenge the 
banding of dwellings for the majority of the taxpayers.

15.3.20 Rights of appeal by taxpayers relating to valuation exist (Local 
Government Finance Act 1992, s. 24) only following a material 
increase or decrease in the value of the dwelling. (All other rights 
under s. 24 are available only to the listing (valuation) officer, 
who is required to rectify errors, both valuation and clerical, and 
to ensure that physical changes in the property and its environ 
ment which are reflected in the value of the property are matters 
which can be taken into account when ensuring the accuracy of 
the list.)

15.3.21 However, all Council Tax valuations must be correct as at 1 
April 1993, so any subsequent changes in value due to economic 
factors must be ignored. Physical changes which affect value can 
be taken into account, and the property placed into the band 
appropriate to the value of the properly in its current state as at 1 
April 1993.

15.3.22 With no prospect of revaluation of properties, this will merely 
exacerbate the unfairness between certain taxpayers.

15.4 Implementation of the tax _____

15.4.1 Capping
One of the principles underlying the introduction of the Council 
Tax was the principle that no one should pay excessive levels of 
local authority taxes. Central government implements this 
principle by imposing a limit on the level of local government 
spending, which effectively limits the level of Council Tax which 
can be raised.
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15.4.2 While it can be argued that such restraint is important, it runs 
totally counter to the fundamental principle underlying the 
Council Tax, that of local democratic accountability. If local 
democratic accountability is to be truly observed, then local 
government should be accountable to the local electorate via the 
ballot box and have no national controls imposed on the level of 
its spending or tax-raising powers.

15.4.3 Respect should also be given to local government by central 
government, as this would allow local government to conduct its 
affairs in harmony with central government and not, as at present, 
within the financial strait-jacket imposed from Westminster. The 
UK should, therefore, respect the fundamental principle of local 
democratic accountability by permitting local government to raise 
adequate financial resources.

15.4.4 Failure to do so contributes to the impossible position into which 
local government is currently forced by central government - a 
position which gives all the semblance of promoting local 
democratic responsibility but none of the substance.

15.5 Conclusions

15.5.1 These criticisms are fundamental, in that they relate to the fairness 
of the tax liability both between Council Tax payers and between 
Council Tax payers and other taxpayers.

15.5.2 With the slump in residential house prices during the early and 
mid-1990s, there is little public concern at present about the issue 
of appeals against the valuations and a future revaluation. Once 
the residential selling market becomes more buoyant, and 
taxpayers perceive other properties, within the same tax band as 
their own, selling for dramatically more money than their own 
properties are worth, public opinion will demand a change in the 
fundamental principles of the tax.

15.5.3 It is such a pity that the lessons of the pre-1990 rating system have 
not been learned by the legislature and that the local government 
system of taxation (and, by implication, local government itself), 
will inevitably be brought into disrepute again, with the public 
being forced to press for a change which could so easily be made 
now.
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Appendix A - from rates to Council Tax 
(1990-1993)

Background to reform

Before the rates reforms which took effect on 1 April 1990 and which 
introduced the Uniform Business Rate (UBR) (described in 
Chapters 1 to 12), local authorities levied a property tax called the 
general rate on all non-domestic and domestic hereditaments in their 
area. Indeed, at this time, no distinction was made between the two.

The rating system had been under scrutiny for some years and, 
~ because of the problems in assessing domestic property to rates 

which were evident in the 1973 revaluation (i.e. the paucity of 
open-market rental evidence for domestic property), reform of the 
rating system became urgent. However, the decision to abolish 
domestic rates was a political one, and had been part of the 
Conservative party's policy since the 1970s.

There was widespread political and public criticism of the gen 
eral rate (see HMSO, 1976, for example) and the Conservative 
government which took office in 1979 was committed to 
abolishing rates. However, it was necessary that abolition be 
accompanied by a replacement system of raising revenue for local 
government expenditure, and this proved a major political 
problem for the Conservative government in the early 1980s.

Several government and non-government committees con 
sidered the question of reforming the rating system and the 
alternatives which could replace it (e.g. HMSO, 1981 and HMSO, 
1983), and all of them supported the retention of a reformed rating 
system, possibly supported by another source of local authority 
revenue. It was the Conservative government's commitment to 
abolish rating which made any solution based on a reformed land 
tax or rating system politically unacceptable.

In 1986, the Conservative government produced Paying for 
Local Government (HMSO, 1986), a White Paper which proposed
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a poll-tax-based replacement for the rates levied on residential 
property.

A Local Tax

The Community Charge, which was introduced with effect from 1 
April 1990, was a kind of poll tax proposed by the Conservative 
government in its White Paper Paying for Local Government, 
which was published in January 1986.

The White Paper set out certain criteria which were considered 
fundamental to any source of local authority funding. In order to 
achieve those criteria, a variant of the poll tax, called the 
Community Charge, was outlined.

(Since a poll tax is, by definition, a tax on every individual, and 
since under the Community Charge not all individuals in the UK 
were liable to pay the tax, it was argued that the Community 
Charge should not be called a poll tax, but a variant of a poll tax - 
although such a distinction is fine, and popular opinion favoured 
the use of 'poll tax' rather than the official title.)

A^ Criteria for a local tax
Y In its 1996 White Paper, the government outlined the changes

made during the twentieth century which had made the domestic 
rating system unsuitable for supporting local authority finance. 
The changes were:
(a) a move towards the 'redistributive principle' under which 
rates are levied generally to pay for services. This can be 
distinguished from the 'beneficial principle' under which rates 
were levied on particular groups to share out the cost of providing 
an amenity from which they all benefited;
(b) the transition to an industrial society and the growth of urban 
development, which created the need for more communal services 
and new forms of local government. The process of consolidating 
many separate 'rates' resulted in the setting, by a local authority, 
of a single general rate based on the value of property;
(c) the changes in the nature and responsibilities of local 
authorities and in the relationship between local authority 
responsibilities and the role of central-government funding 
through the Exchequer grants;
(d) the expansion of the franchise, i.e., the right to vote in local 
elections, which, today, is available to any resident 
Commonwealth citizen or citizen of the Irish Republic, over the 
age of 18.
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In the light of these important changes in the franchise and in 
the scope of local authority services, the White Paper looked again 
at the suitability of domestic rates as a local tax. It identified three 
main tests which a local tax should satisfy:
(a) technical adequacy;
(b) fairness; and
(c) local democratic accountability.

a. Technical adequacy
In the 1981 Green Paper Alternatives to Domestic Rates, the 
technical adequacy of local taxes was considered. The 1981 Green 
Paper argued, in particular, for the importance of cost-effective 
administration, for compatibility with sensible and tight 
budgeting, i.e. proper financial control, and for the need for any 
local tax to fit in with the overall national tax system.

The yield should be predictable, not lumpy, permit the local 
authorities to plan ahead and to make 'small discrete changes in 
the tax rates' (HMSO, 1986, pp. 19-20). In addition, the increase 
in tax should be 'perceptible' (i.e. the taxpayer should be required 
to pay out of earned income and thereby be aware of the level of 
tax) so as to ensure effective financial control. Finally, any new 
local tax introduced should be suitable for all tiers of local gov- 
ernment.

b. Fairness
In advocating 'fairness', the 1986 White Paper criticised the 
failure of rates to take account of both the 'beneficial principle' 
and the 'redistributive principle'. Also, it pointed out that 
domestic rates do not properly reflect the use made by a household 
of local services. In addition, the White Paper remarked on the 
swing away from property-based services, e.g., water, gas, 
electricity, fire service and police protection, towards more 
personal services, e.g., education, social services and libraries, 
which, it stated (ibid. p. 20), account for over 60% of current local 
authority expenditure.

A tax based on the value of properties obviously would not be 
closely or consistently related to the use of such services (ibid. p. 20).

Rates were also criticised in relation to the 'redistributive 
principle': in setting out the relationship between rate bills and 
incomes, it was pointed out that 'those with the lowest incomes are 
liable to much higher rates in relation to their income.' This is, of 
course, why the rate rebate scheme was introduced into the pre- 
1990 rating system, so that those with very low incomes paid no 
rates at all. No definition of 'fairness' was included in the 1996 
White Paper.
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c. Local democratic accountability 
The Government considered that:
whether a tax is conducive to proper local democratic accountability is 
now of crucial importance. It is the key to an approach to local 
government finance that rests on responsible local spending decisions 
and a reduction in central Government intervention, (ibid. p. 21)
Central government, therefore, made accountability its main 
priority and identified the following features as being capable of 
securing accountability of local authorities to their electorate:
(a) the tax base should be wide so that the burden is not unfairly 
concentrated on too few;
(b) a substantial proportion of electors should have a direct 
financial interest in the decisions of their authority;
(c) there should be a clear link between changes in expenditure 
and changes in the local tax billing.

Alternatives to domestic rates
The alternatives to the pre-1990 system of rates were debated in 
the 1981 Green Paper. However, with the redefined objectives of 
technical adequacy, fairness and local democratic accountability, 
the 1986 Green Paper re-examined domestic rates, local sales tax, 
local income tax, and 'the way forward - a community charge'.

a. Reformed rating system
Domestic rates, reformed so that the tax would be based on capital 
values, and with some minor alterations, were rejected on the 
grounds that they did not take into account the relatively large 
number of the electorate who contributed to rates only indirectly 
(e.g. income tax-paying adults who were not ratepayers) or who 
paid no rates because of the 100% rate rebate scheme and for 
whom, therefore, rates were imperceptible. Rates, it was 
considered, fell on too few shoulders.

Rates were levied on a tax base which was not self-adjusting. 
Rates were levied on rateable values (denned in substantially the 
same way as at present), which needed to be periodically up-dated. 
Failure to update the rateable values regularly and frequently led 
to sudden and large shifts in the tax burden. Even regular frequent 
revaluations would mean that rates were increasing for reasons 
other than local expenditure. In addition, rateable values varied 
throughout the country, so that there were large differences 
between local authorities in rateable value per head, which 
required compensatory arrangements through central government 
grants.
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b. Local sales tax
A local sales tax is not perceptible by electors and would be 
complex to administer. The yield would be lumpy and uneven 
throughout the local authority areas, with regional shopping 
centres benefiting at the expense of centres with fewer retail 
outlets. There is the danger of cross-border shopping and no 
evidence to suggest that people shop within their local authority 
area anyway. Government grants would continue to be necessary 
to compensate for the differences, with problems of apportioning 
the yield between authorities.

c. Local income tax
A local income tax would represent the final shift away from the 
'beneficial principle' and would require a separately administered 
rebate scheme, as well as an equalising grant to even out the yield 
between different authorities. In addition, a local income tax was 
contrary to central government's policy to reduce the burden of 
income tax; it would not underpin local accountability; and it was 
not considered to be an appropriate tax to be administered by local 
authorities, since local authorities should have no role in 
controlling the economy. It is not perceptible and does not support 
local accountability, since only those wage-earners who vote 

i would be paying for local government expenditure. 
Y The substantial changes in the tax administration to allow local 

I authorities to set, collect and administer a local tax would be 
complex, expensive for employers and breach the confidentiality 
of the tax return.

d. Poll tax
The Community Charge, as a variant of the poll tax, was accepted 
in the 1986 White Paper as being better than rates with regard to 
local accountability, since:
[rates] are no better related to ability to pay than a flat-rate charge 
would be ... and they are less well related to use of local authority 
services which now more closely reflects the number of people in a 
household than the value of the property occupied. Furthermore they 
fall on a narrow section of the local voting population, (ibid. p. 24)
The government, therefore, decided to introduce a new flat-rate 
charge for local services, payable at the same level by all the adults 
resident in a local authority area. Such a charge, it was considered, 
would be more perceptible than rates, and the level, determined by 
each local authority, would be the local authorities' only 
controllable source of income.

Moving from rates to a community charge marked a major
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change in the direction of local government finance towards the 
notion of charging for local authority services.

The 1986 White Paper considered that the Community Charge 
provided a closer reflection of the benefit from modem people- 
based services than a property-based tax.

As before, the bulk of local authority services continued to be 
funded from national taxes, including the Uniform Business Rate, 
so that those on higher incomes continued to pay proportionally 
more for local authority services via the Exchequer grants.

Criticisms of a poll tax
The 1981 Green Paper (HMSO 1981) concluded that a flat-rate 
charge, payable by all adults, would meet all the technical criteria, 
would produce sufficient yield, would be suitable for all tiers of 
government and would be conducive to proper financial control. In 
rejecting a poll tax as a replacement for rates, it was stated (as 
reported in the 1986 Green Paper p. 26) that:
... the tax would be hard to enforce. If the electoral register were used 
as the basis for liability, it could be seen as a tax on the right to vote. A 
new register would therefore be needed, but this would make the tax 
expensive to run and complicated, particularly if it incorporated a 
rebate scheme.

However, by 1986, 'These problems are not insuperable' (HMSO, 
1986, p. 26).

The Community Charge

The Community Charge was introduced by the Local Government 
Act 1988 to take effect on 1 April 1990 alongside the Uniform 
Business Rate. The Community Charge was a daily flat-rate charge, 
levied on every adult resident in the local authority's area. Each 
such charge-payer was identified in a Community Charge Register 
which was compiled and held by the local or charging authority.

Fixing the level of the Community Charge
The Community Charge was fixed, levied, collected and spent by 
local, called charging, authorities. Each authority was able to fix the 
Community Charge at a level which would provide sufficient funds 
to make up the deficit of revenue received from the Exchequer 
through grants and receipt of its share of the Uniform Business Rate. 

However, central government maintained its power to limit the 
ability of the charging authorities to fix the Community Charge by 
'capping' the amount of Community Charge.



(appendix 8/11/9 7 1:47 am Page 201

The Community Charge 201

There were, in fact, three Community Charges: Personal 
Community Charge, Standard Community Charge and Collective 
Community Charge.

Personal Community Charge
Every adult over the age of 18 was liable to the Community 
Charge levied by that authority for each day the individual's sole 
or main residence was within the charging authority's area. The 
following were exempt from the Community Charge: persons in 
detention (unless imprisoned for failing to pay the Community 
Charge); visiting forces; severely mentally-impaired individuals; 
children over the age of 18 for whom child benefit is payable; 
members of closed religious communities; patients whose sole or 
main residence is a hospital, residential care home or nursing 
home; certain care workers and those of no fixed abode.

Students in full-time education, who were considered to be 
resident at their place of education, paid only 20% of the charge. 

Also liable to pay at least 20% of the charge were those on 
social security benefits. This was a substantial shift away from the 
previous 100% rate relief for residential occupiers on low income. 
Although the Personal Community Charge was a tax on the

| individual, the amount payable was dependant on the location of
^ that individual's sole or main residence.
(r

Standard Community Charge
The Standard Community Charge was designed to ensure that 
those owners of houses which were not anyone's sole or main 
residence contributed to the cost of local authority services. The 
Standard Community Charge was levied on freeholders or 
leaseholders of domestic property in respect of which no one paid 
a Personal Community Charge. In this way, owners of second 
homes (and builders who were attempting to sell newly-completed 
houses) contributed to the income of local authorities which 
provided services for the benefit of those properties.

The Standard Community Charge was set at a proportion of the 
Personal Community Charge, which was multiplied by either 0; 
0.5; 1; 1.5 or 2, depending on the reason why the dwelling was not 
occupied. Certain classes of dwellings were identified as attracting 
a multiplier of 0 to the Personal Community Charge (and therefore 
no Community Charge at all was payable). Such dwellings included 
dwellings which are undergoing structural repair. Charging auth 
orities were free to levy up to twice the Personal Community 
Charge on owners of so-called second homes, if they chose.

Collective Community Charge
The Collective Community Charge was paid by landlords of
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houses in multiple occupation where it was considered difficult to 
enforce the Personal Community Charge on the occupiers. The 
occupiers of such properties would have paid rent to the landlord 
and the landlord was required to collect not only rent but the 
Personal Community Charge as well. The landlord would then be 
liable for the amount of the Personal Community Charge for each 
occupier of the dwelling.

This was introduced as an administrative measure for ensuring 
payment from those properties where the occupiers were likely to 
change address at frequent intervals. It mirrored pre-1990 arrange 
ments made for the collection and payment of rates by an owner 
of such property and was generally not considered to be unrea 
sonable.

Replacement of the Community Charge

The public outcry, hostility and political repercussions over the 
introduction of the Community Charge, resulted in November 
1990 in Michael Heseltine, the new Secretary of State for the 
Environment, being given the task of providing a politically- 
acceptable replacement for the Community Charge six months 
later, in November 1990.

Criticisms of the Community Charge

The Community Charge marked a significant shift from a 
property-based tax to a people-based tax; from the original 
concept of rates as a means of raising money from the wealthy to 
support the poor to the 'everyone pays something' philosophy 
characteristic of Margaret Thatcher's period as prime minister; 
and from the (relative) freedom of local authorities to impose a 
level of tax appropriate for its local needs to strict central 
government controls over the level of local tax raised and thereby 
local authority spending.

There can be no doubt that the Community Charge failed as a 
tax. Criticisms of any tax depend on the criteria which are estab 
lished as a base or which is generally acceptable to the tax-paying 
public. In the case of the Community Charge, the 1986 White 
Paper established as criteria, technical adequacy, fairness (as 
denned above) and local accountability. It is patently obvious that 
the Community Charge failed its own criterion of technical ade 
quacy. 'Fairness' was never appropriately denned within the 
White Paper and local accountability was never a serious goal for
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a local authority tax which was limited by central government's 
capping powers.

It is generally accepted (Page, 1976) that the social acceptability 
of a tax is vital from a taxpayer's point of view. In Britain of the 
1990s, it was very obvious from the day the Community Charge 
was introduced that requiring everyone to pay the same amount 
was intrinsically unfair.

When a poll tax was last introduced in England in 1381, the 
result was the Peasants' Revolt, a variation in the rate of tax 
between rich and poor and a loss in revenue (Rose, 1988, p. 81). 
The scenes reported on by the media in early 1990, which were 
generally representative of popular opinion, proved that the 
Community Charge was not socially acceptable.

There was no pretence at adjusting the tax bill to the ability to
pay within the Community Charge. Indeed, there was an absolute
requirement that all charge-payers must contribute at least 20% of
the charge, regardless of income, or lack of it. It is a generally-held
principle of taxation that those in different financial circumstances
pay different amounts of tax (vertical equity). It made no moral
sense to require a millionaire to contribute the same level of tax as
the ubiquitous elderly widow living alone on her state pension.
The rating system had at least recognised that the poorest occu-

i piers should have all their rate liability paid for them through the
Y~ housing benefit, since taking money from those who have none is

! illogical, expensive and punitive.
The few available exemptions and the relief of up to 80% for 

those on social security, student grants, etc., were totally inade 
quate, given that the level of full Community Charge payable in 
some areas exceeded £500 per annum.

Another obvious problem which the Community Charge posed 
was that of certainty of yield. People are more mobile than 
property and the loss in revenue due to mobility and the inevitable 
failure of some chargeable adults to re-register and pay the charge 
reduced the yield achieved by the tax, and increased the costs of 
administration, both of which increase the rate of tax.

In fact, administration of the Community Charge in Scotland in 
1989-90 was estimated by legal authorities to have cost £31.8m 
(including registration work but excluding operating the rebate 
system), while the cost of collecting rates in 1988-89 was £17.8m.

Similarly, an estimate of the total cost of collecting and 
administering the Community Charge in 1990-91 is £400m, 
compared with the estimate for rate collectionin 1989-90 of £200m.

The principle of widening the tax base to all electors so that
accountability is improved would have been more socially
acceptable if an element of ability to pay was reflected in the

I charge by providing a 100% rebate for the poorest electors and
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varying the rate of charge according to the charge-payers' ability 
to pay.

Alternatively, if the average annual charge had been reduced to 
a nominal level rather than the ultimate £560 in one local authority 
area, and had been supported by an alternative source of local 
authority revenue, then the tax would probably have become more 
socially acceptable, payment would have been more certain and 
perhaps the Community Charge would have survived.

By 23 April 1991, Michael Heseltine, the then Secretary of State 
for the Environment, was announcing the proposals for the replace 
ment of the Community Charge, introduced barely twelve months 
previously, with the Council Tax and, by September 1991, the 
Valuation Office was producing valuations for the Council Tax.

Council Tax

Following the failure of the Community Charge (or poll tax) (see 
above), the defeat of Margaret Thatcher in the Conservative Party 
leadership election in November 1990 and the appointment of John 
Major as Prime Minister, Michael Heseltine, as the new Secretary 
of State for the Environment, was given the task of providing a pol 
itically-acceptable replacement for the Community Charge.

The consultation paper (HMSO, 1991, p. 2) identifies the 
following five principles which guided the work of the review to 
find a replacement for the Community Charge:
Accountability - the new system should ensure that local people 
see a link between what they are being asked to pay and what their 
local authority is spending;
Fairness - the new tax should be perceived as fair by the public; 
Ease of collection - administrative arrangements for collection 
and enforcement should be as straightforward as possible. The 
costs of administering a local tax should be reasonable in relation 
to its yield;
Equitable distribution of the burden - the principle that most 
adults should make some contribution has been widely accepted; 
Restraint - a system of local taxation should not allow tax bills to 
become too high, either because of unreasonable levels of 
spending by local authorities, or because the system imposes a 
disproportionately high burden on any individual or household 
compared with others.
It was intended (ibid. pp. 2-3) that domestic taxpayers in Great 
Britain should continue to meet the same level of local authority 
expenditure under the Council Tax as under the Community 
Charge, i.e., about 14%.
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On 23 April 1991, Michael Heseltine, the Secretary of State for 
the Environment, gave details to the House of Commons of the 
proposed Council Tax which would take effect on 1 April 1993. 
The enacting statute, the Local Government Finance Act 1992, 
provides for certain local authorities to levy and collect the 
Council Tax; to abolish the Community Charge; to make pro 
vision with respect to local government finance (including 
provision with respect to certain grants by local authorities); and 
for connected purposes.

The tax (which is described in detail in Chapters 13 and 14) can 
be summarised as follows:
(a) The Council Tax has a property and a personal element. Each 
household receives a single bill on the assumption that it consists 
of two people. Households with only one adult are entitled to a 
25% personal discount;
(b) The amount of Council Tax payable varies according to the 
value of the property but only within a limited range. Properties in 
England and Wales are allocated to one of eight bands. There was 
no precise valuation of every house or flat, nor is there perceived 
to be a need for regular general revaluations (as at January 1997);
(c) The grant mechanism remained broadly unchanged;
(d) People on low incomes receive rebates in addition to any 
discount to which they are entitled. The maximum rebate for those 
at the income-support level is 100%. Students, student nurses, 
apprentices and youth-training trainees are automatically entitled 
to personal discounts;
(e) The amount of Council Tax payable relates to how much the 
council spends. Where councils spend more, all households pay 
more. The same percentage increase applies to all household bills. 
Similarly the benefit of low spending is passed through to all 
Council Tax payers;
(f) Central government ensures that no one faces an unreason 
able increase in their bill between one year and the next by the use 
of appropriate transitional relief during the early years of the new 
system.
It is estimated that Council Tax preparations cost £156m up to the 
date of its introduction (1 April 1993). Central Government agreed 
to pay £86m in support of estimated revenue costs of £114.6m and 
to issue supplementary credit approvals in support of capital 
expenditure of up to £41.2m.

The full implications of the long-term effects of the poll tax are 
still being realised. The 1991 census figures were abandoned 
because some 1.2 million people were unaccounted for. One of the 
official reasons for this is the poll tax!
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Poor Relief Act 1601
Provision for the levying of a local tax, at regular intervals, over
the whole country.
Appointment of Overseers of the Poor to collect, spend and
administer taxation.
Provide work for able-bodied unemployed, and give relief to those
incapable of working.
Assess and levy a poor rate on every inhabitant and occupier to
finance the above (no basis of assessment laid down).
Right of appeal to the Quarter Sessions.

Sir Anthony Earby's Case 1633
Parish poor rate could be levied only on property within that parish. 
If rates are levied on an occupier, they cannot also be levied on the 
landlord of the same property.

Poor Rate Exemption Act 1833
Exempted places of worship of denominations other than Church
of England - not rated in practice under the 1601 Act.

Poor Law Amendment Act, 1834
Administrative Unit was re-organised into Unions of Parishes. 
Responsibility for poor relief was transferred to the Board of 
Guardians of the Poor in each Union.

Parochial Assessment Act 1836 
First definition of 'net annual value'.

Poor Rate Exemption Act 1840
Abolished the taxation of stock-in-trade.
Abolished the liability of 'every inhabitant' within a parish to
liability to rates.

Scientific Societies Act 1843
Scientific Societies, i.e., those instituted for the purposes of
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science, literature or the fine arts exclusively, are exempted from 
rates.

Union Assessment Committee Act 1862
Provided a definition of 'gross estimated rental'.
Provided for Assessment Committees to supervise assessments.
Required Overseers to prepare and keep a valuation list.
Gave the right of objection to assessments.

Union Assessment Committee Amendment Act 1864
The making and hearing of an objection, and the failure to obtain
relief were conditions precedent to an appeal to Special or Quarter
Sessions.

Valuation (Metropolis) Act 1869
Separate gross value and rateable value definitions.
First scale for repair definitions.
(Until 1963, London had a separate system of assessment and
collection of rates from the remainder of England and Wales. The
system was progressively reduced until, for the 1963 List, London
was almost completely assimilated to that of the rest of the
country.)

Rating Act, 1874
Extended rateable property to all woodlands, sporting rights when
severed from the occupation of land, and all mines.
Repealed so much of the 1601 Act as related to the taxation of an
occupier of saleable woodlands.

Advertising Stations (Rating) Act 1889 
Governed the rating of advertising stations.

Agricultural Rates Act 1896
Granted a 50% relief from rates for agricultural land.

Agricultural Rates Act 1923
Granted a 75% relief from rates for agricultural land.

Rating and Valuation Act 1925
New definitions of 'gross value', 'net annual value' and 'rateable
value' to promote uniformity.
Abolition of Overseers and a transfer of their functions to rating
authorities.
Repeal of Union Assessment Acts.
Requirement for quinquennial revaluations.
Institution of the 'general rate'.
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New system of appeals.
Rating of owners, where more convenient than rating occupiers.

Rating and Valuation (Apportionment) Act 1928 
Defined industrial and freight-transport hereditaments.

Local Government Act 1 929
Functions of Unions of Parishes transferred to County or County
Borough Councils.
Complete exemption from rates for agricultural land and build
ings.
Granted a 75% relief from rates to industrial and freight-transport
hereditaments.

Tithe Act 1936
Extinguished tithe rent charges and reduced the rating of tithes to
a few tithes of a special nature.

Local Government Act 1948
Responsibility for the making, keeping and amending of the valu
ation list transferred to the Inland Revenue.
Introduction of a system of Exchequer Grants.
Introduction of Local Valuation Courts as the courts of the first
instance, replacing assessment committees.
Provided for the rating of advertising rights, when let out or
reserved to anyone other than the occupier.

Laing (John) &• Sons, Ltd. v. Kingswood Assessment Area
Assessment Committee (1949)
Recognition of the four essential ingredients of rateable occupation.

Valuation for Rating Act 1953
Introduced for the 1956 valuation lists, until 1963, a 1939 rental-
value basis for dwelling-houses.

Rating and Valuation (Miscellaneous Provisions) Act 1955
(Replaced Poor Rate Exemption Act 1833.)
Granted relief from rates for charities, welfare structures and sewers.

Rating and Valuation Act 1957
Granted a one-fifth reduction in the assessments of commercial
and business properties, until 1963.

Local Government Act 1958
Reduced the relief from rates for industrial and freight-transport
hereditaments to 50%.
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Rating and Valuation Act 1961
Abolished relief given to industrial and freight-transport heredita 
ments.
Introduced a formula method of valuations for premises occupied 
by statutory undertakers, etc.
Enabled rating authorities to forego rates on hereditaments for a 
short time.

Diplomatic Privileges Act 1964
Replaced common-law immunity from payment of rates with
statutory immunity.

Local Government Act 1966
Introduced discretionary power of the rating authority to collect
rates on unoccupied buildings.
Reduced the rate in the pound for dwelling-houses.
Introduced statutory 'tone of the list' for proposals after 2
December 1965.
Introduced rebates for residential occupiers with low incomes.
Repealed so much of the 1601 Act as to leave only 'occupiers'
liable for rates.
Abolished the rating of tithes.

General Rate Act 1967
Consolidated all previously current legislation.

General Rate Act 1970
Widened the scope of evidence which could be produced to justify
the assessment of dwelling-houses.

Mines and Quarries (Valuation) Order 1971
Granted a 50% reduction in rateable value from 1 April 1972, for
mines and quarries, including those of the NCB.

Rating Act 1971
Exempted 'factory farms' for the intensive raising of stock from
rating.

Local Government Act 1974
Minor structural alterations to dwelling-houses not assessable
until revaluation.
New rebate scheme for occupiers of dwelling-houses.
Amendment to powers of rating authorities to rate unoccupied
properties (abolition of the seven-year rule).
Introduction of the penal surcharge on unoccupied commercial
buildings, levied on the owner.
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Layfield Report on Local Government Finance, May 1976
Recommendations included:
Capital value rating for domestic properties.
Rental value retained for non-domestic properties.
Regular and frequent (three-yearly) revaluations.
Speeding up of appeals to local valuation courts.
Appeal to Lands Tribunal on points of law, precedent and complex
cases.

Rating (Caravan Sites) Act 1976
Valuation officer's discretion to rate leisure caravans on site sep 
arately.

Rating (Charity Shops) Act 1976
Amends s. 40 General Rate Act 1967, so that charity shops are
exempt.

Rating (Disabled Persons) Act 1978
Repealed s. 45 General Rate Act 1967.
Relief is given by rating authority in rate rebates on dwellings
adapted for disabled persons and institutions for the disabled.

Valuation Lists (Postponement) Order 1978 
Postponed the requirement for new valuation lists for another year 
(postponed annually until 1980) to allow consideration to be given 
to altering the present rating system.

Local Government, Planning and Land Act 1980 
Abolished requirement for quinquennial revaluations. Future 
revaluations to be ordered by the Secretary of State, who may 
specify hereditaments to be revalued and allow adjustment of 
assessments of hereditaments not revalued.
On next revaluation, all hereditaments except 'domestic heredita 
ments' will be valued to NAV (net annual value) direct. 
On next revaluation, valuations will be made as at a specified time, 
subject to certain assumptions regarding 'relevant factors'. 
Fish farms derated.
Extension of domestic rate relief to hereditaments which include 
some residential accommodation.
Extension of right to pay rates by instalments to occupiers of non- 
domestic hereditaments.
Secretary of State may vary proportion of rates withheld during 
first year of a list pending settlement of a proposal to alter that list. 
Rating authority may vary percentage reductions given to owners 
who are rated in place of the occupier (s. 55 General Rate Act 
1967).
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Secretary of State may direct that S.17A General Rate Act 1967 
(surcharge provisions) shall cease to have effect, and, having done 
so, may re-introduce those provisions by order. 
Secretary of State may vary three (or six) month period of non- 
occupation before rates paid on unoccupied newly-built premises.

Rating Surcharge (Suspension) Order 1980 
Provisions of s. 17A General Rate Act 1967 (introduced by Local 
Government Act 1974) ceased to have effect as from 1 April 1981. 
(Note that the provisions are not abolished, only suspended.)

Alternative to Domestic Rates December 1981
Government Green Paper offering 'for public discussion the
results of a review by the Government of possible local revenue'.

Local Government Finance Act 1982 
Abolished supplementary rates and supplementary precepts. 
Required rates and precepts to be made for complete financial years. 
To provide for the making of substituted rates and substituted pre 
cepts.
Regulations for challenging the validity of the rate and precepts. 
Relief from rates for enterprise zones - additional provisions. 
New auditing provisions.

Social Security and Housing Benefits Act 1982
Abolishes previous rate rebate scheme (under General Rate Act
1967 and Local Government Act 1974).
New scheme grants rate rebates along with rent rebates and rent
allowances as Housing Benefits.

Rates - Proposals for rate limitation and reform of the rating 
system, August 1983
Government White Paper proposing reform of the rating system 
and 'rate capping' of individual local authorities together with a 
general power to limit rate increases for all authorities.

Rating (Exemption of Unoccupied Industrial Hereditaments) 
Regulations 1984
Amends Sch. 1 General Rate Act 1967 in that from 1 April 1984 
local authorities' powers to levy rates on empty industrial property 
is suspended.

Rates Act 1984
Introduced 'rate capping', i.e., selective and general limitation of
rates and precepts.
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Duty on rating authorities to consult industrial and commercial
rate payers in fixing rate.
Duty to inform ratepayers of proposed expenditure and any
increase/decrease in rates.
Exempts non-domestic hereditaments not in active use.
Discretion of valuation officer to rate moorings separately.

Rating (Exemption of Unoccupied Industrial Storage 
Hereditaments) Regulations 1985
Amends Sch. 1 General Rate Act 1967 in that from 1 April 1985 
local authorities' powers to levy rates on empty warehouse prop 
erty is suspended.

Paying for Local Government, January 1986
Government White Paper proposing:
abolition of domestic rates, to be replaced by a 'community
charge' poll tax;
revaluation of all non-domestic hereditaments to rateable values as
at 1 April 1988, the lists to take effect from 1 April, 1990;
simplification of grant system to local authorities.

Local Government Act 1988
. Abolished domestic rating with effect from 1 April 1990.
Y Introduced the statutory provisions for the Community Charge 

which came into effect on 1 April 1990, as a flat-rate charge on all 
adults levied by charging authorities.
Repealed the General Rate Act 1967 while retaining many of its 
provisions.
Laid down framework for Uniform Business Rate and its 
implementation the details of which were introduced by subse 
quent statutory instruments.

Local Government and Housing Act 1989 
Amended the Local Government Finance Act 1988.

Uniform Business Rate introduced, 1 April 1990 
Uniform Business Rate (UBR) introduced. 
Revaluation (as at 1 April 1988) took effect. 
Community Charge introduced to replace domestic rates.

A New Tax for Local Government, April 1991
Government discussion document proposing the Council Tax to
replace the Community Charge (poll tax).

Local Government Finance Act 1992
Implemented the Council Tax to replace Community Charge from
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1 April 1993 as the source of local authority revenue from domes 
tic occupiers.

Wood Report, 1994
Wood Report on the rating of plant and machinery published, fol 
lowed by Valuation for Rating (Plant and Machinery) Regulations 
1994 (SI 1994 No. 2680), which amend the existing regulations, 
with effect from 1 April 1995.

1 April 1995
1995 revaluation takes effect, with a valuation date of 1 April
1993.
Phasing arrangements introduced for the following five years.
UBR introduced for Scotland.

Local Government and Rating Act 1997
Provided mandatory or discretionary relief from non-domestic 
rates for general stores etc., in rural settlements. 
Abolished rating of sporting rights.
Abolished exemption from rates for Crown occupation and own 
ership.

I Exempted hereditaments occupied by a visiting force and its head-
i quarters.
f
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The Royal Institution of Chartered Surveyors, 1996. 
Improving the System (The National Committee on 
Rating)

In 1996, the Royal Institution of Chartered Surveyors (RICS) 
published Improving the System, which is the report of the 
National Committee on Rating, chaired by Jeremy Bayliss, and 
which included representatives from the Incorporated Society of 
Valuers and Auctioneers, the Institute of Revenues, Rating and 
Valuation, the Rating Surveyors Association and representatives

j of various other interested groups including the British Chambers 
L. of Commerce and the Confederation of British Industry. 

' The Committee took as its terms of reference:
To review the business rating system throughout England, Scotland 
and Wales, in particular: to examine ways in whicll the administration, 
efficiency, effectiveness and equity of the rating system might be 
improved; and to make recommendations.

The Report made the following recommendations (which are 
reproduced here with the kind permission of the RICS):

Comprehension, harmonisation and efficiency of the 
rating system ___________________

1. Rating legislation for England and Wales, for Scotland and 
for Northern Ireland should be consolidated (para. 1.3.2).

2. Similarly, the administrative procedures for England and 
Wales, Scotland and Northern Ireland should be harmonised as far 
as possible, taking the best from each country (para. 1.4.4).

3. Billing authorities should at revaluations supply each 
ratepayer with a notice which has been prepared jointly with 
valuation officers, giving the provisional new rateable value and 
an estimate of the likely rate bill (para. 1.3.7).
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4. All personnel working within the rating system should be 
properly trained in the use of IT (para. 1.5.9).

5. The Government should require that all future IT projects 
within the rating system should meet minimum standards of 
compatibility and be interactive (para. 1.5.11).

6. The provision of a central source for valuation tribunal 
decisions to be made readily available to the public be investigated 
(para. 1.5.14).

7. The VOA [Valuation Office Agency],valuation tribunals and 
billing authorities must maintain adequate resources and structures 
to fulfil their statutory duties properly (para. 1.5.15).

The rate liability

8. There should be a single UBR for the whole of Great Britain 
which should remain subject to the RPI annual change ceiling 
(para. 2.2.1).

9. The UBR should not automatically follow the change in the 
rate of inflation but, as is already provided for in legislation, that 
change should set a ceiling figure and not be treated as mandatory 
(para. 2.2.5).
10. Consultations between local government and local business 
would be made more meaningful if they took place as part of the 
process by which budgets are set (para. 2.3.7).
11. Both the upward and downward arrangements for transition 
should be eliminated by the year 2000 (if not earlier) with no 
further 'transition upon transition' (para. 2.4.9).
12. Billing authorities should be given as an incentive to further 
efficiency and motivation and to ensure the maintenance of a 
broad tax base, the right to retain some part of the rate income 
which they collect (para. 2.5.2).
13. Rate income collected and retained by billing authorities 
should be excluded from the per capita redistributive process 
(para. 2.5.3).
14. There is no case for further Special Authorities. Any 
proposal for the extension of such status should be based on 
research (para. 2.6.3).

Valuation and revaluations ___________

15. From 2000 onwards revaluations should take place at three- 
yearly intervals (para. 3.3.6).
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16. The antecedent period in the long term should be one year 
and in the short term 18 months (para. 3.4.8).
17. Self-assessment for the rating of non-domestic property is 
not a practical proposition (para. 3.5.4).
18. It is not appropriate at the present time to amend the 
definition of 'rateable value' (para. 3.6.4).
19. It would not be appropriate or practical to change to a capital 
value basis for non-domestic rates (para. 3.7.1).
20. Further investigation is necessary to identify whether there 
are good reasons for introducing a banding system for rateable 
value (para. 3.8.7).
21. Formula-assessed hereditaments should be returned to a 
conventional basis of valuation by the year 2000 (para. 3.9.2).
22. There should be a central rating list for Scotland for 
consistency throughout Great Britain (para. 3.9.4).
23. A standing committee should be established to provide 
regular reviews of the rating of plant and machinery (para. 3.11.1).

Appeals

24. The time limit for the transmission of proposals from 
valuation officers to valuation tribunals in England and Wales 
should be reduced to one month (para. 4.3.7).
25. A detailed study of a 'civil magistracy' to incorporate a lands 
valuation division as an alternative appellate body to valuation tri 
bunals should be undertaken (para. 4.4.3(iii)).
26. There should be a right of appeal direct to the Lands 
Tribunal as an appeal and not only as an arbitration (para. 4.4.6).
27. A consultation process should be instituted to formulate 
long-term listing programmes by valuation tribunals (para. 4.5.7).
28. The procedures for selecting members of valuation tribunals 
should be changed (para. 4.6.3).
29. There should be appropriate training and refresher 
programmes for valuation tribunal members (para. 4.6.5).
30. There should be appropriate training in advocacy and the 
preparation of proofs of evidence for valuation officers and 
ratepayers' representatives who present cases and give evidence 
before valuation tribunals (para. 4.6.6).
31. An agreed code of procedure in respect of valuation tribunal 
appeals in England and Wales should be promoted (para. 4.7.1).
32. The proposed changes to the Lands Tribunal Rules relating 
to administrative procedures should be implemented as soon as 
possible (para. 4.8.9).
33. The new Lands Tribunal Rules should require that the
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documentation to be lodged with the pleadings should include a 
statement of agreed facts (para. 4.8.10).
34. The complement of the Inland Revenue Solicitor's Office 
should be supplemented without delay or private practice solicitors 
or Counsel instructed by the Inland Revenue (para. 4.8.11).
35. The proposed changes in respect of the VGA's [Valuation 
Office Agency's] position as regards the award of costs in rating 
appeals should be introduced as soon as possible (para. 4.8.15).
36. The Lord Chancellor's department is urged to monitor rating 
appeals to the Lands Tribunal to ensure that they are not delayed 
because of a lack of resources (para. 4.8.16).
37. A simplified procedure for rating appeals to the Lands 
Tribunal should be introduced (para. 4.8.20).
38. There should be a restriction on the retrospective effect of 
proposals by introducing a six-months 'effective rate liability 
date' (para. 4.9.4).
39. Action should be taken against unprofessional 'rating 
advisers' throughout the UK through education of the public and, 
if need be, by restricting the right of audience at valuation 
tribunals (para. 4.10.3).

Collection and refunds

40. All rate demand notices should have the basic information of 
the amounts demanded in a standard format (para. 5.2.1).
41. Legislation should be enacted to provide enforceable liab 
ility for rate payment on property occupied by insolvent 
businesses continuing to trade (para. 5.3.4).
42. Rates demanded retrospectively after a lengthy delay which 
is not the fault of the ratepayer should be payable by instalments 
(para. 5.4.2).
43. The valuation officer should be required to notify the 
ratepayer on the same day that the rating list is altered (para. 
5.5.4).
44. A code of good practice for communication between billing 
authorities and valuation officers should be promoted by the 
Government (para. 5.5.5).
45. Refunds on overpayment of rates should be made to 
ratepayers within eight weeks of appeal settlements or 
determinations (para. 5.5.6).
46. Failure to make refunds within the eight weeks should carry 
a penalty of substantially higher interest payments to ratepayers 
(para. 5.5.7).
47. A billing authority should have the right to recover from the
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VGA [Valuation Office Agency] such higher interest in the event 
that a failure by a valuation officer prevents it from complying 
with the time limit for the payment of refunds (para. 5.5.7).
48. Rate refund notices should give full details of the reasons for 
the refund and computations of the amount in a standard format 
(para. 5.5.9).
49. The alteration to the Non-Domestic Rating (Payment of 
Interest) Regulations already proposed by the DoE [Department of 
the Environment] to make interest payable on all refunds should 
be laid before Parliament without delay (para. 5.5.13).
50. Rights regarding payment of refunds should be clearly 
explained to ratepayers and a detailed statement of interest 
payable should be sent at the same time (para. 5.5.14).
51. The repayment of overpaid rates, together with interest, 
should become automatic (para. 5.5.15).
52. Guidance notes on all aspects of the rating system to enable 
ratepayers to understand it should be issued by the Government 
(para. 5.6.2(i)).
53. Billing authorities should publish customer care policies for 
ratepayers and the Valuation Tribunal Service should publish a 
'Charter' (para. 5.6.2(ii)).
54. The VOA [Valuation Office Agency] in undertaking to clear 
large numbers of bulk classes of property must not prejudice the 
speedy clearance either of the more complex cases, or of those of 
high value (para. 5.6.3).
55. The need for meetings between the valuation officers and 
billing authorities will become increasingly more important with 
the rationalisation of the VOA [Valuation Office Agency] local 
office network and these should take place at regular intervals 
(para. 5.6.5).

Exemptions and reliefs

56. The Government should set up a Committee to review the 
whole question of exemption from the non-domestic rates (para. 
6.2.5).
57. Relief on the grounds of hardship, where this is in the 
interests of the local community, should remain at the discretion 
of the billing authorities (para. 6.3.3).
58. Billing authorities should emphasise on rate demand notices 
the relief available to ratepayers on the grounds of hardship (para.
6.3.3).
59. The need for a definition of 'hardship' should be considered
(para. 6.3.7).
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60. Billing authorities should be reminded that it is illegal to 
resolve not to use discretionary powers (para. 6.4.3).
61. Billing authorities should have the power to grant 
discretionary rate relief retrospectively (para. 6.4.6).
62. Ministers should consider the extent of mandatory relief 
given to charity shops (para. 6.5.4).
63. Special rate relief for rural shops should be approached with 
caution as more effective direct assistance can be afforded through 
proper application of the hardship relief provisions (para. 6.6.3).
64. If special rate relief is granted to rural shopkeepers it should 
be funded centrally and not from the rate pool or by Council Tax 
payers (para. 6.6.6).
65. Consideration should be given to the proposal by the 
Federation of Small Businesses for banding relief for small 
businesses (para. 6.7.5).
66. Consideration should be given, as an alternative to 
Recommendation 65, to a lower UBR for all 'small properties' 
within the current transitional thresholds and the abolition of a 
separate level of transition for such properties (para. 6.7.6).
67. The Non-Domestic Rating (Unoccupied Properties) 
Regulations 1989 should be updated in line with current planning 
law (para. 6.8.3).
68. The initial grace period for unoccupied property rate should 
be extended to six months in line with the Council Tax provisions 
and the charge thereafter reduced to 25% of the full liability (para. 
6.8.4).
69. An initial grace period should apply to the unoccupied part 
of apportionments under s. 44A and should extend to six months 
followed by a charge of 25% of the full liability, where the occu 
pied part is not otherwise exempt (para. 6.9.3).
70. A review of the operation of s. 44A should be undertaken 
and consideration given to making the relief mandatory instead of 
discretionary (para. 6.9.7).
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History

Following the decision in Barratt v. Gravesend Assessment 
Committee (1941), in which it was held that a person making a 
proposal to alter the rating list had to show that he was aggrieved 
when he made that proposal, it was necessary to determine what 
rent a hypothetical tenant would pay for the hereditament on the 
date of the proposal for a yearly letting from that date. Thus, once 
a rating list comes into force, the valuation date is the date of the 
proposal. However, in the earlier case of Ladies Hosiery & 
Underwear Ltd. v. West Middlesex Assessment Committee (1932), 
the company established that its assessment was too high in 
comparison with the assessments of other comparable properties 
in the locality, but had to admit that its assessment was not in 
excess of the rent that might reasonably be expected for it on the 
statutory terms at the date of the proposal. The Court of Appeal 
refused to reduce the assessment to the level of the comparable 
properties, deciding that correctness of assessment should not be 
sacrificed to uniformity.

The only remedy available to the company was to make pro 
posals on the comparable hereditaments to ensure that their 
assessments were increased to the same level as that of the appeal 
hereditament!

Thus, unfairness was to be remedied by seeking uniform cor 
rectness and not by establishing uniform incorrectness.

The rules established by these two cases (that the valuation date 
is the date of the proposal and that correctness must not be 
sacrificed to uniformity), would have caused few problems had 
there been frequent and regular revaluations and had there been no 
periods of high inflation. But with infrequent revaluations (1939, 
1956, 1963, 1973, 1990, 1995) and with periods of rapid and high 
inflation (particularly during the 1960s-1980s), the relativities 
established at the beginning of the rating lists quickly became out 
of date and ratepayers sought ways of putting pressure on the
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system to allow for the appeals procedure to remedy the unfairness 
produced. This problem did not exist when a new list came into 
effect, because all hereditaments are valued as at the same date. 
The problem only arises during the life of a list and is aggravated 
by infrequent revaluations and inflation.

For example, if shops in a high street were valued at £1 per m2 
in terms of zone A as at 1 April 1939, and after the war shop 
rentals increased tenfold, then if one of the shops was enlarged in 
such a way that it had to be revalued, the value to be applied to the 
new area would be £10 per m2, at a time when all the other shops 
were valued at only £1 per m2 .

The occupier of the one altered property could not argue that 
£10 per m2 was excessive because it would be the current rental 
value as at the date the shop was enlarged. Unless all the other 
shops had their assessments increased to that level, unfairness was 
unavoidable and constant increases in rateable values were never 
ending.

It was this large-scale use of proposals to solve the problem that 
the Lands Tribunal attempted to halt by calling the then current 
rental value, 'a rent paid in extreme scarcity by persons in dire 
necessity' (Thomas v. Cross (1951) and Moore v. Rees (1952)). By 
giving increased attention to the evidence of comparable 
assessments, the courts ensured that the level of value established 
by the original entries in the list, or 'tone of the list' would be 
maintained during the life of the rating list.

A statutory tone of the list was originally established by the 
Local Government Act 1966, under which every hereditament was 
valued in its state as at the date of the proposal but at values not 
exceeding those prevailing when the list came into effect.

However, during the life of the 1973 list, another problem was 
identified. The then relevant statutory provisions (s. 20 General 
Rate Act 1967) required every hereditament to be valued to the 
tone of the list on the assumption that the hereditament was in the 
same 'state' as at the time of the proposal and any relevant factors 
(the mode or category of use; the volume of trade of a public house 
etc.) including value were those subsisting at the valuation date (1 
April 1973); and the locality in which the hereditament is situated 
was in the same 'state', so far as concerns the other premises situ 
ated in that locality and the occupation and age of those premises, 
the transport services and other facilities available and other mat 
ters affecting the amenities of the locality. The 1973 list lasted 17 
years, and during that time inflation and other factors affected the 
relative values of different property types. Occupiers used s. 20 to 
establish an opportunity to reduce their rating assessments by 
successfully arguing that 'state' did not mean physical state, but 
any factor affecting the value of the occupation of their premises.
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Thus, 'state' was defined to include the legal state (Sheerness 
Steel Co. pic v. Maudling (VO) (1986)), and the changing econ 
omic and social state (Thorn EMI Cinemas Ltd v. Harrison (VO) 
(1986)).

However, the major case on the definition of 'state' was 
Clement (VO) v. Addis (1988), which hinged on the effect of the 
Swansea Enterprise Zone on the assessments of properties border 
ing on the Zone. The House of Lords said that 'state' was to be 
given its widest possible meaning so as to include intangible as 
well as physical factors which affected value. Thus, the House of 
Lords held that the existence of the Enterprise Zone was a factor 
which could be reflected in the rating assessment as at the date of 
proposal.

However, in response to that decision, the then Secretary of 
State introduced legislation to redefine 'state' to reflect only the 
physical state of the property and the locality and it is this 
definition of 'state' which appears in current legislation (Sch. 6 
(2)(3) 1988 Act).

Current legislation

Under Sch. 6 (2)(3) of the 1988 Act, the date of valuation for the 
1995 rating list is as follows:
(a) 1 April 1993 is the date by reference to which the level of 
values and 'non-mentioned matters' are to be taken into account;
(b) 1 April 1995 is the date by reference to which 'mentioned 
matters' are to be taken into account, when valuing for the 
preparation of the list;
(c) the date of the proposal or the date the list is altered is the 
date by reference to which 'mentioned matters' are to be taken into 
account, when valuing for an alteration to the list.
'Mentioned matters' are:
(a) matters affecting the physical state or physical enjoyment of 
the hereditament;
(b) the mode or category of occupation of the hereditament;
(c) matters affecting the physical state of the locality in which 
the hereditament is situated or which, though not affecting the 
physical state of the locality, are nonetheless physically manifest
there; and
(d) the use or occupation of other premises situated in the 
locality of the hereditament.
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Since the valuation date of 1 April 1993 occurs before the rating 
lists came into force (on 1 April 1995), this is an antecedent 
valuation date (or AVD).
For the 1990 rating list, the Secretary of State specified 1 April 
1988 as the valuation date, i.e., all rateable values in the rating lists 
are as at 1 April 1988, with 1 April 1990 as the date on which the 
list came into force, and for the lists which will take effect on 1 
April 2000, the antecedent valuation date is 1 April 1998.

All valuations, whether made for the purposes of compiling the 
lists or for altering the lists, must be correct as at values which 
apply at the antecedent valuation date (currently, 1 April 1993).

However, such matters as the physical state of the hereditament 
are to be taken as either at the date the lists are compiled when 
valuing for the purposes of compiling the 1995 revaluation (i.e. 1 
April 1995), or at the date the list is altered by the valuation office 
or at the date of the proposal if the list is subsequently altered.

Thus, while using 1 April 1993 values, a hereditament is valued 
for the purposes of the revaluation in its physical state as at 1 April 
1995 or in its physical state at the date of a proposal or the date 
when the list is in fact altered.

For example, shop properties in the high street are worth £300 
per m2 Zone A under full repairing and insuring terms as at 1 April 
1993. On 1 April 1995, Shop A has an area of 100 m2 in terms of 
Zone A. In the absence of any other factors which affect its value, 
the rateable value must be: £300 X 100 m2 = £30,000.

However, if on 1 April 1997, the shop is enlarged to an area of 
150 m2 in terms of Zone A, then the rateable value must be altered 
to: £300 X 150 m2 = £45,000.

Thus, while the size is changed to the actual size at the date of 
the proposal, the unit value of £300 remains the same as that 
applicable in 1 April 1993.

In this way, the level of value or tone of the list remains the 
same during the life of the list, but the 'mentioned matters' as at 
the date of the proposal vary the rateable value. (See Appendix E 
for more details of how shops are zoned.)

In 1992, the VO modified the view that only physical factors 
can affect rateable values by accepting that the increase in vacant 
office space since 1988 amounted to an extraordinary material 
change in circumstance. The increase in vacant office space was 
due in part to changing economic conditions, but also to the 
increase in new space becoming available - a physical change in 
circumstances. In such circumstances, reductions in rateable 
value, to reflect in part the reduced rents being achieved, could be 
made.
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Introduction

Zoning is a method of analysis applied to shop areas and rents, in 
order to use the rental evidence of one (or several) shop(s) as a 
basis for fixing the rental value of another shop. Although often 
referred to as a method of valuation, zoning is a method of 
analysis which produces a rental value per unit which can be 
compared with units of similar properties. It is, thus, a variation of 
the comparative and rental methods of valuation, producing a unit 
of comparison based on rental evidence. Zoning assumes that the 
front part of a shop is the most valuable part, with the value 
decreasing away from the frontage. Analysis of the ground-floor 
sales area reflects this principle by a division of the sales area into 
zones of relative value, as shown:

f 5m
o
£

Zone A

1

6 m

Depth 
16m

ZoneB

0.5

6 m

Zone C

0.25

4m

Figure El

Zones A and B each have a depth of 6 metres, with Zone C com 
prising the remainder of the ground-floor sales area.

The relative values are achieved by 'halving back', i.e., what 
ever the value attributable to Zone A (the unit price), the value of
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Zone B will be one-half of that unit price; and the value attribut 
able to Zone C will be one-half of the value of Zone B.

These relative values (1:0.5:0.25) are applied to the areas of the 
three zones, so that the area of ground-floor sales can be analysed 
into an area in terms of Zone A.

If this analysis is carried out for a shop which is rented, then a 
rental value in terms of Zone A can be calculated.

This rental value in terms of Zone A (the unit price) can then be 
used as a unit of comparison for other similar shops which have 
been analysed on the same basis.

Example: 
Shop X:

5m

5 metres 
16 metres

Frontage 
Depth

Tenure: let last month on a three-year lease on full repairing and 
insuring terms for £20,000 p.a. (the stated terms).

Shop Y: Frontage 
Depth

6 metres 
24 metres

Tenure: Owner-occupied.
Shops X and Y are comparable in all other material aspects.

Analysis/zoning of area of shop X:

16m

Zone A 

6m

Zone B 

6m

Zone C

4 m

Zone A: 5 m X 6 m at 1 30
Zone B: 5 m X 6 m at 0.5 15
Zone C: 5 m X 4 m at 0.25 _5
Area in terms of Zone A 50 m2

Rental Analysis:
Shop X has a rental value of £20,000 on the stated terms. It 
therefore has a unit price of:

20.000 per m2 Zone A 
50

i.e. £400/m2 Zone A
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The unit price of £400/m2 Zone A can now be used to value 
comparable shops which have been analysed on the same basis.

Analysis/zoning of area of shop Y:

24m

6 m Zone A

6 m

ZoneB

6 m

Zone C

12m

Zone A: 6 m X 6 m at 1 36
Zone B: 6 m X 6 m at 0.5 18
Zone C: 6 m X 12 m at 0.25 18
Area in terms of Zone A 72 m2

Valuations:
Knowing that Shop X has a unit price of £400/m2 in terms of 
Zone A and that Shops X and Y are comparable, it follows that 
Shop Y has a unit value of £400/m2 in terms of Zone A, and is, 
therefore, worth:

400 X 72 = £28,800 per annum 
if let on full repairing and insuring terms, on a three-year lease.

Remember:
(a) always compare like with like.
(b) as you devalue, so you value.

Origins of zoning

The zoning method of analysis is thought to have been devised by 
the late Sir Herbert Trustram Eve in 1917, when 'parlour' shops 
and retailing patterns were little changed from previous centuries.
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Objectives of zoning

The recognised objectives of the zoning method of analysis were 
cited in Trevail (VO) v. C. & A. Modes, Ltd. (at p. 199) as being:
(a) to provide a means whereby all shop-rating assessments 
could be made on a correct and uniform basis; and
(b) to provide a means whereby the rating assessments of large 
shops could be reached by an examination of the rents of smaller 
shops;

and in J. Sainsbury Ltd. v. Wood (VO) (at p. 211):

(c) to apply the evidence of rents to shops of varying depths to 
arrive at a pattern of values to be attributed to other, broadly 
similar, shops where no rental evidence was available.

Theory

The theory supporting the zoning method is 'that the front parts of 
shops in a busy high street were more valuable than the rear parts' 
because of their 'proximity to the bustle of the city pavement and 
the inducement offered to window shoppers' (ibid., p. 257).

Having enticed customers into the shop, the front sales area is 
used to attract customers deeper into the shop. Thus, the frontage 
and the first area of depth (Zone A) is the most valuable, with the 
rest of the sales area being, normally, valued at a proportion of the 
value applied to Zone A. The theory was generally true when it 
was devised and probably remains true today for certain sizes of 
shops in certain localities with certain occupiers. It will not be 
true, however, if applied to an out-of-town superstore.

The theory, however, supports market evidence that if a shop of, 
say, 80m2 is worth £25,000 per annum (on certain terms), a shop 
of twice that size is not necessarily worth twice that rental value 
(on the same terms), giving a logical justification for the apparent 
discrepancy.

Zoning practice ___________________

Zoning practice is not standardised throughout the country, with 
tradition dictating varying lengths for the zones; one, two or three 
zones plus a remainder; and, in rare cases, there is no traditional
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use of a zoning method of any kind, e.g., Brighton (B.H.S. Ltd v. 
C.B. of Brighton & Burton (VO) (1958).

Except in the use of 'arithmetical' or arbitrary zoning, it is 
generally accepted that the correct zoning depth in any given 
locality is based on analysis of different zone depths. The depth 
which gives the most consistent results will be correct for shop 
units in that locality.

It is, therefore, a question of 'trial and error', using reliable, 
comparable rental evidence in any given case, and, of course, this 
means that each locality must be treated separately and the results 
can not be compared with other localities.

This raises problems where rental evidence is not available and 
reliance must be placed either on theory (i.e., arithmetical zoning), 
or the use of an apparently comparable locality and the unit price 
derived from analysis carried out on rents within that locality. 
Variations in the number of zones include:
1. Zone A 6.1 metres (20 feet) 

Zone B 6.1 metres (20 feet) 
Zone C remainder (20 feet)

(W.H. Smith & Son Ltd v. Clee (VO) (1977))
2. Zone A 4.57 metres (15 feet)

, Zone B 7.62 metres (25 feet)
v~ Zone C remainder

(F.W. Woolworth & Co. Ltd v. Moore (VO) (1978); Janes 
(Gowns) Ltd. v. Harlow Development Corporation (1980))
3. Zone A 18.29 metres (60 foot) 

Remainder
(Trevail (VO) v. C & A Modes Ltd (1967))
As indicated above and stated in Trevail (VO) v. C. & A. Modes, 
Ltd. (p. 199), 'There is no hard and fast rule'. But once a decision 
has been reached on the number and depth of the zones, the same 
zones must be adopted for all comparables, whether they are to be 
analysed or valued. As you devalue, so you value.

Regardless of the number or depth of zones used, the 'halving 
back' of zones of ground floor sales areas seems to be universal, 
i.e., if Zone A has a value of £100/m2 , then Zone B has a value of 
£50/m2 , and Zone C a value of £25/m2 .

It is, however, recognised that the 'halving back' of the remain 
der may not always be appropriate, and it is rare for ancillaries to 
be halved back.

Ancillaries are often separately valued, or given a value which 
is a fraction of the Zone A figure, e.g., one-sixth, or one-tenth.
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Ancillaries
These are any additional accommodation for which rent or other 
consideration has been or could be paid but which is not ground- 
floor sales area.

Ancillaries will include stock rooms, upper floors, basements 
and even car-parking facilities. According to Trevail (VO) v. C. & 
A. Modes, Ltd. (1967), at p.200, a value must be put on all ancil 
lary accommodation and this value deducted from the rent to 
provide a balance, which is the value of the entire ground-floor 
selling space.

Such a value for ancillaries is, presumably, derived from mar 
ket rents for such accommodation when let separately from 
ground-floor sales areas.

Deriving rent for ancillaries in this way may not always be 
appropriate, if it can be shown that such accommodation, when let 
separately, will not command the same rent as when let with 
ground-floor sales areas. Again, it should be a question of analysis 
of market transactions in order to establish the correct approach.

However, it is often the case that the valuer will use a pre-deter- 
mined relationship between the Zone A value and ancillaries, with 
the latter being taken at one-sixth or one-tenth of the Zone A rent. 
Market evidence should always be produced to support whatever 
treatment is adopted for ancillaries.

Arithmetical or arbitrary zoning

Partly because of its use for rating purposes, the division of 
ground-floor sales areas into arithmetical or arbitrary zones is 
common.

This type of zoning ignores the actual depths of the shop prop 
erties and the relative values which rental evidence reveals as 
existing between one zone and another (see Natural zoning, 
below) and, for simplicity, has been illustrated in the Introduction 
above.

Before carrying out any analysis, the valuer will know in 
advance the number of zones to be used, the depth of each zone 
and the relative value of each zone and any ancillaries.

This knowledge is likely to be based on local practice, and will 
enable the valuer to compare all shop valuations, rental evidence 
and unit prices in the locality.

Arithmetical zoning does have the advantage of being easy to 
apply, and, if used throughout the country, of allowing all shops to 
be compared on a uniform basis.
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It is accepted by the Lands Tribunal as having 'stood the test of 
time', but, according to Emeny and Wilks, 1984 (p. 262):
Such a method cannot be theoretically supported as a method of valu 
ation, it is nothing more than an arithmetical formula which is bound 
to produce inconsistent results in most cases.

Incorrect sizes of zones and incorrect relationships between the 
value of zones will probably produce answers which are quite div 
orced from reality. Indeed, by arbitrarily altering the depth of the zones 
and the relationship of the value between zones, rents can be analysed 
in different ways so that, when applied to a shop for which there is no 
rental evidence, different values result.

Natural zoning

(See Emeny and Wilks, 1984, pp. 258-261.) 
Natural zoning is a method of fixing zone depths and zone num 
bers by an analysis of rental evidence available on shops in a given 
centre or parade.

Zone A would be fixed at the depth of the shallowest shop for 
which a reliable rent is available, Zone B would end at the depth 
of the next deepest shop for which reliable rents are available, with 
Zone C ending at depth of the longest shop for which a reliable 
rent is available. Anything beyond Zone C might usually be 
treated as being of storage value only.

All rented shops in that shopping centre or parade would be 
analysed in terms of these zone depths, and the rental values 
obtained for each zone used to value other shops in the locality.

In any locality, therefore, the depth of the zones is dictated by 
the depths of the actual shops, and the relationship in value 
between one zone and another is dictated by the values produced 
by market evidence.

In this way, natural zoning is a more reliable method of arriving 
at rental value than arithmetical zoning because it is a unique 
analysis for each shopping locality, relying both for its values and 
mode of application on actual rental evidence.

Natural zoning, however, produces rental evidence which is 
only useful for the locality from which the evidence was gathered. 
It is not possible to apply the results of the analysis to any other 
locality.

Tobacco kiosk_______________________

The typical tobacco kiosk, located in shopping centres and com-
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Disabilities are factors which affect the rental value of one shop 
and which are not reflected in the rental values of otherwise 
comparable shops, the rents of which are used to value the first 
shop.

A shop with disabilities will not command as high a rent as 
shops without disabilities (all other things being equal) and, for 
this reason, an end allowance must be made to account for the 
disability.

Disabilities may take the form of changes in floor level, 
columns, internal walls, or a lack of facilities which could reason 
ably have been expected and which occur in otherwise comparable 
properties.

Inconvenient shape is dealt with later.

Quantity allowance

A quantity allowance becomes important when units of rental 
value derived from 'small' shops are applied to the valuation of 
'large' shops, because the two shop types, as defined by size, are 
not truly comparable.

'Small' shops and 'large' shops form two distinct property 
types and markets, because the type of trader who requires the 
retail area provided by a 'small' shop is not going to be interested 
in renting a 'large' shop, unless he is allowed to forgo paying rent 
for the excess shop area which he does not require. In contrast, a 
trader needing a large retail area will not be interested in a 'small' 
shop.

In the past, the recognition of the lack of demand for space was 
given in an end allowance, called a quantity or quantum 
allowance.

Although such an allowance may be given today, it generally 
reflects the fact that rental values derived from 'small' shops will 
not produce a true rental value when applied to 'large' shops,

Quantity allowance 231

prising only a few square metres, is also likely to be valued by the 
zoning method, in the absence of more reliable rental evidence.

Like the 'large' shops, the tobacco kiosk is not strictly compar 
able with 'small' shops, so the use of such rental evidence must be 
treated with the same degree of scepticism and variation as when 
applied to 'large' shops.
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without modification. In such circumstances, a quantity allowance 
may be given to ensure that the rental value fixed is, indeed, the 
rental value for the actual property being valued, but only if 
market evidence supports such an allowance (U.D.S. Tailoring Ltd 
v. B.L. Holdings Ltd (1981); Janes (Gowns) Ltd v. Harlow 
Development Corporation (1980); Trevail (VO) v. C & A Modes 
Ltd (1967).

Applied in such circumstances, the amount of a quantity 
allowance is extremely arbitrary, because it implies that there was 
other evidence on which to determine rental value, which was 
ignored in the actual valuation.

A quantity allowance may also be given or confused with an 
allowance for 'shape'.

In W. H. Smith & Son Ltd. v. Clee (VO) (1977), the Tribunal 
distinguished and defined an 'allowance for shape' (at p. 247) as:
an end-allowance relating to 'size along the frontage', which ... is 
incapable of reflection in the values adopted for the sales area

and distinguished it (ibid) from an 'allowance for size', which is:
an end-allowance related to an overall size in all dimensions, to the 
extent (if any) that this factor may not have been already adequately 
allowed for in the values adopted for the various areas of floor space 
within the hereditament.
If two properties of, say 20 m by 50 m exist in the same shopping 
parade, with one having a frontage of 20 m but the other having a 
frontage of 50 m, then in applying the zoning method, the two 
would have differing rental values, despite the fact that each has 
the same overall area.

In recognition of such distortions which zoning creates, an 
allowance for 'shape' may be given, although only to the extent 
that the frontage:depth ratio does not conform with the normally 
expected ratio.

In W. H. Smith & Son Ltd. v. Clee (VO) (1977), an allowance 
for 'shape' was given to a hereditament with a frontage:depth ratio 
of 1:034, compared with other comparable units of between 1:1.78 
and 1:4.25. Such an allowance is only given if, and to the extent 
that, the market would not reflect the full value of increased 
frontage space, as calculated using the zoning method (ibid.).

Return frontage______________ _________

A return frontage is a second window or display fronting another, 
normally secondary, thoroughfare. Return frontages generally
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exist for comer shops. The theory supporting the zoning method 
means that the main frontage and the first area of depth (Zone A) 
is the most valuable because of its proximity to passing customers.

It follows, therefore, that a shop with a return frontage to 
another pedestrian thoroughfare has an increased value over a 
shop without a return frontage.

The amount of additional value attached to a return frontage can 
be calculated from the increased rent paid for a shop with a return 
frontage as compared with a rent paid for an identical shop unit 
without a return frontage.

Where market evidence is not quite so convenient, and 
especially where arithmetical zoning is used, an increase of 10% 
of the otherwise normal shop rent is usually added. The percent 
age should be varied depending on the relative retailing 
importance of the 'side' street, as evidenced by the pedestrian 
flow.

In extreme cases, especially where 'large' shops have several 
points of access, confusion may exist as to which frontage is the 
more valuable. In Watts (VO) v. Royal Arsenal Co-operative 
Society Ltd (1984), the Tribunal accepted that zoning should be 
taken from the longest, and therefore, the more valuable frontage. 
It has been known for zoning to be carried out from both 
frontages, but this raises an even greater doubt over the rental 
values produced by such a variation in the absence of supporting 
market rental evidence (Emeny and Wilks, 1984, p. 267).

In fact, this is creating a greater problem in view of the move 
ment away from traditional, rectilinear shopping-centre design to 
the creation of more interestingly-shaped pedestrian spaces.

Alternative techniques

All valuation techniques are theoretically-based methods of fixing 
either a rental or capital value for property, in the absence of an 
open-market transaction.

Under a given set of circumstances, a property has a value to 
accepted tolerances, which a valuer will seek to establish using 
recognised valuation techniques.

It is, however, generally assumed that the use of valuation 
techniques serves to reflect the actions of the open market, and not 
to lead the open market nor to create an artificial value which 
would not be achieved in an open-market transaction.

It follows, therefore, that the most logical technique to adopt in 
fixing a rental value for shop properties is that used by actual 
landlords and tenants in the open market. It must be queried



jppendi:x 8/11/97 1:47 am Page 234

234 Appendix E

whether zoning is the technique used by actual landlords and ten 
ants or merely by their valuation-trained advisors.

Turnover of the business
When a landlord and a prospective tenant negotiate the rent to be 
paid on the grant of a new lease, there are several factors to be 
taken into account.

Assuming that all other details of the lease are agreed (e.g., 
term, repair liability, user restrictions, etc.), the amount of the ten 
ant's rental bid will be determined, mainly, by the amount of gross 
profit which he can make from his occupation of the particular 
shop unit at that location, and out of which he can afford to pay 
rent.

'Turnover rents', i.e., rents based on either a percentage of the 
trading profit, or a combination of base rent plus a percentage of 
the trading profit, are not uncommon, although they are usually 
found in shopping centres or concourses owned and managed by a 
single landlord. The appropriate percentage varies between trades 
and may be subject to a minimum which equates to a reasonable 
rent fixed in the more traditional way.

Some retailers use a formula to check rental levels. It relates 
pedestrian flow past the unit frontage per hour to the length of that 
frontage, which could be said to be the two factors dictating the 
tenant's gross profit potential.

There are, of course, considerations of taxation, tenant mix, 
security of income, competing rental bids, etc., but the rent finally 
agreed between landlord and tenant will reflect the profitability to 
the actual tenant of the premises.

It follows, therefore, that if tenants can achieve differing profit 
levels from different trades, then the most profitable trade which 
can afford the highest rent should, in theory, always secure the 
shop premises.

However, particularly in a shopping centre or concourse where 
a single landlord is keen to secure the success of the centre as a 
whole, the highest rental bid will not always be acceptable. A good 
mix of tenants, ensuring the most popular (i.e., profitable) balance 
of trades is likely to secure the long-term success of the centre or 
unit, and, for this reason, an analysis of rents paid for modern 
centres or parades often shows an otherwise illogical pattern.

It is in trying to make sense of such a pattern and in the absence 
of an actual tenant, the profitability of whose trade can actually be 
estimated in a given retailing location, that a valuer must resort to 
valuation techniques, experience and market evidence to fix a 
rental value.
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'Overall price' method
Zoning is based on the hypothesis that the front part of a shop is 
the most valuable part, with relative values decreasing away from 
the frontage, on the basis that it is the frontage which attracts 
passing customers into the shop.

It can be argued, therefore, that zoning should only be applied 
where shops and trades in fact conform to these criteria.

It is obvious that such criteria will not apply to any shop located 
away from passing customers and/or where the sight of the front 
display window will not be the attraction for its customers. In such 
circumstances, the zoning method is totally inappropriate.

It is generally recognised that zoning is inappropriate for: out-of- 
town superstores and hypermarkets; supermarkets; 'departmental' 
stores; and nationally-recognised chain stores. Such places are nor 
mally frequented because the customer knows in advance of their 
existence and of the ranges of goods they sell.

In many cases, it is obvious that frontages are of little or no 
value to such occupiers, being used either for advertisements, 
access ways or unadorned walls.

It is also obvious from the layout of the goods within such stores 
that there is no effort to entice the customer further into the sales 
area by displaying attractive items close to the frontage. In fact 
some stores show evidence of displaying frontage attraction in 
reverse - by ensuring that to get to the attractive goods, the 
customer must pass the less popular items.

It is generally recognised by valuers that such properties are 
more realistically valued to a price per square metre overall, the 
actual overall price being ascertained from an analysis of lettings 
of comparable properties.

This can be done, either by applying a single overall price to the 
total net area of the store, or, where there is a constant relationship 
between sales area and ancillaries, by applying an overall price to 
the sales area only.

Some valuers consider that ancillaries should be valued on a 
separate basis and, where they are put to a different use to that 
applied to the sales area (e.g., offices), should be valued by 
comparison with similar accommodation elsewhere.

As a method of valuation, the 'overall price' is accepted by the 
courts (e.g., J. Sainsbury Ltd. v. Wood (VO) (1980)), provided that 
it is an appropriate method for the type of property, and that mar 
ket evidence can be produced to support both the method and the 
unit price (Watts (VO) v. Royal Arsenal Co-operative Society Ltd 
(1984)), (F. W. Woolworth & Co. Ltd. v. Moore (VO)) (1978).
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'Frontage' method
An alternative to zoning put forward by Smith, 1984, is a method 
which, he argues, should produce 'better' answers.

He considers that there is considerable value in the frontage as 
such, quite separate from the sales area behind it. (See also B.H.S. 
Ltd v. C.B. of Brighton & Burton (VO) (1958) pp. 348-9.) 
The 'frontage' method involves calculating:

(a) the length of the frontage (measured internally) multiplied by 
a figure consistent with the parade or centre in question; plus
(b) the total area of the shop multiplied by a different figure 
consistent with the parade or centre in question.

This method avoids the problem of metrication (see below) if it is 
applied to rating assessments, and recognises the two main 
features which most traders require from shop properties, a length 
of frontage and sales space behind it.

Smith also seeks to show that the 'frontage' method solves 
many of the problems which zoning creates.

By comparing hypothetical shop properties valued on both the 
zoning and 'frontage' methods, he concludes that the 'frontage' 
method deals with the 'tobacco kiosk' problem, the problem of 
'shape' where a shop has an excessively large Zone B and 
remainder as compared with its Zone A, while not significantly 
altering the valuations of 'regular-shaped shops of reasonable 
depth'.

Return frontages are dealt with by a simple addition of the 
return frontage, multiplied by the frontage rate for the street which 
the return frontage faces.

The method of calculating the multipliers to be applied to the 
frontage length and shop are calculated using the formula:

Fx + Ay = Rent

where: F is the length of the frontage;
x is the multiplier to be applied to the frontage;
A is the total shop area; and
y is the multiplier to be applied to the area behind the
frontage.

Solving the simultaneous equation (using two equations) will give 
a value for x which, in practice and following a large number of 
such calculations, would give a pattern of values on which to base 
a 'frontage' method of valuation for a given locality.

Knowing x (the multiplier to be applied to the frontage), it is 
possible to calculate y (the multiplier to be applied to the area 
behind the frontage), by multiplying the frontage by x and adding 
the area. The total is divided into the rent to produce y.

The theory assumes that the zoning method has produced
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reasonable answers for the majority of shops and tests the results 
of the 'frontage' method against those produced by zoning.

The only real proof for any method is, of course, testing against 
real rents and, in advocating such a test, Smith proposes that it is 
in the rating system, particularly with regular revaluations, that 
such testing should begin.

It is of the greatest importance, however, that any new system 
should command the respect and consent of the majority of valuers 
in all branches of the valuation profession.

Zoning for rating purposes

Since 1950, when the Valuation Office of the Inland Revenue 
(now the VOA) took over responsibility for producing valuation 
lists from local authorities, shop areas have been zoned for the 
purposes of rating assessments.

The acceptance by the courts of zoning for such purposes has 
been almost total, for three basic reasons:
(a) because zoning reduces rents of let shops to a unit price, and 
that unit price can be applied to vacant or owner-occupied, etc., 

(i- shops, thus providing a unit of comparison;
(b) because there is almost always evidence available to support 
the unit price; and
(c) because the method of analysis has 'stood the test of time and 
experience'.
The Valuation Office has adopted 'arithmetical' or 'arbitrary' 
zones when analysing and valuing shops for rating purposes.

Although there may be local variations, a typical formula is to 
adopt 6.1 m (20 feet) for Zones A and B, with Zone C as the 
remainder; and to 'halve back' rental values.

There are, of course, advantages of simplicity and nation-wide 
uniformity in adopting 'arithmetical' zones, both for the Valuation 
Office and for the courts which accept this method.

However, as Emeny and Wilks (1984) state (p. 262):
Such a method cannot be theoretically supported as a method of valu 
ation, it is nothing more than an arithmetical formula which is bound 
to produce inconsistent results in most cases.
Like zoning, rating assessments are a means to an end and, on the 
evidence produced by Emeny and Wilks, they should not be 
considered as valuations or analysis, except for the purposes of
rating.

Despite the fact that zoning is used and accepted for rating
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purposes, there is no requirement that it be the only method used 
(Footman, Pretty & Co. v. Chandler (VO) (1960), p. 23).

In fact the court has rejected zoning in favour of the 'overall 
price' method in some cases (e.g., J. Sainsbury Ltd. v. Wood (VO) 
(1986)). However, this situation will only arise where:
(a) ample rental evidence exists to support both the method used 
and the unit of comparison applied; and
(b) the method of analysis has been tested in the market.
As yet, with the exception of the 'overall price' method, no other 
method of valuation has apparently been reported as tested for 
rating purposes, either in valuation journals or in court 
proceedings, despite the court's specific mention of such a require 
ment (Trevail (VO) v.C&A Modes Ltd. (1967), p. 205).

Quantity allowance in rating
A quantity allowance becomes important when units of rental 
value derived from 'small' shops are applied to the valuation of 
'large' shops, because the two shop types, as defined by size, are 
not truly comparable.

'Small' shops and 'large' shops form two distinct markets, 
because the type of trader who requires the retail area provided by 
a 'small' shop is not going to be interested in renting a 'large' 
shop, unless allowed to forgo paying rent for the excess shop area 
which is not required. In contrast, a trader needing a large retail 
area will not be interested in a 'small' shop.

In 1956, when a new valuation list took effect, and there was 
insufficient rental evidence to support the use of an 'overall price' 
method of valuation (then called an 'intuitive approach'), zoning 
was applied to 'large' shops and their rating assessments (rental 
values) fixed by comparison with rents paid for 'small' shops.

At the time, the Lands Tribunal took the view that the effect of 
size on rents was to be considered in relation to the demand (or 
lack of demand) for that size, and because of the fact that rents 
from 'small' shops were used to assess 'large' shops for rates, an 
end allowance for 'quantity' was generally allowed in the assess 
ments of large shops.

For the 1963, 1973, 1990 and 1995 lists, such an end allowance 
has had to be justified with market evidence.

With the radical change in retailing patterns, which created 
positive demand for such 'large' shops as 'departmenta' stores, 
supermarkets, chain stores, superstores and hypermarkets, there 
can no longer be a presumption that excessive size in a shop has 
no value.

Although zoning still applies analysed rents of 'small' shops to 
the analysed areas of 'large' shops, the courts will require actual
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market evidence to show that a quantity allowance should be 
given. Once that market evidence has been produced, it can, of 
course, be rebutted (Trevail (VO) v. C & A Modes Ltd. (1967)).

In any court case, the onus of proof is always on the appellant 
(the party who has appealed to the court). The appellant should, 
therefore, always seek to prove either that a quantity allowance 
would be given in the open market, or alternatively that it would 
not be given in the market, depending on his point of view.

Market evidence must always be produced in support of either 
argument.

It should always be remembered that a quantity allowance is 
only one way of reflecting the discrepancy which may result from 
the use of'small' shop rents to value 'large' shops, and that if the 
market would reflect quantity by another means, an end allowance 
for quantity would be a duplication.

Metrication

As mentioned earlier, zoning has been applied throughout the UK 
! to the analysis of shop rents and properties for rating purposes 
^ since the 1950s. In the 1950s and 60s, all areas of properties would 

IW~ have been calculated using imperial (feet and inches) measure 
ments.

In the early 1970s, metrication was introduced into the UK. 
However, all the survey details held by the Valuation Office 

1 remained in imperial measurements.
Because of the lack of time and resources, the Inland Revenue 

took a policy decision not to convert all their records to the metric 
equivalent for the 1973 valuation list. Instead, the imperial 
measurements were retained, and zoning based on imperial 
measurements.

Thus, instead of adopting 6 m depths for all shop properties, the 
valuation office used 6.1 m depths, because 6.1 m is exactly 20 
feet. In this way, all survey measurements, areas in terms of Zone 
A, etc., remained unaltered for the 1973 revaluation and all 
subsequent alterations to that list.

Because of lack of staff, not all areas were converted to metric 
equivalents for the 1990 revaluation, and thus the zoning analysis 
was based on something other than previously existing patterns. 
This must raise an even greater doubt over the validity of 
arithmetical zoning and its use for rating purposes.

It is widely recognised in the profession that conversion from 
imperial (20 feet) to metric (6 m) measurements for zones will 
alter the value of retail premises. Although the reduction in depth
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of Zones A and B will be only 0.1 m in each case, when multiplied 
by the frontage and by a unit price in terms of Zone A, there could 
be large discrepancies for some units.

It should, however, be added that, like zoning, rating assess 
ments are only a means to an end, i.e., a comparable and uniform 
basis on which to tax individual occupiers of property.

It is debatable whether the purities of valuation principles have 
any place in the equity of taxation.

Zoning in court

When a valuation is to be agreed by negotiation, failing which it is 
subject to the court's determination, it is essential to take into 
account the attitude of the courts to producing valuations.

To produce a valuation based on one method of valuation for 
the purposes of negotiation, knowing that such a valuation cannot 
be justified in court, is potentially dangerous, professionally 
embarrassing and financially damaging.

The attitude of the judiciary to the zoning method of valuation 
and the alternatives which have been put forward for the courts' 
consideration are clearly set out in a number of (mainly rating) 
cases, most of which relate to, and deal with the problems of, 
valuing 'large' shops.

Provided that adequate, reliable evidence is presented in sup 
port, the courts will accept any method of valuation; but bear in 
mind that the facts and circumstances of a particular case may ren 
der one method of valuation more appropriate than another.

I do not think that, generally speaking, the tribunal regards any one 
method as inherently better than another, provided that the system 
which is adopted is applied by a practitioner who is thoroughly fam 
iliar with the processes involved, is properly and accurately informed, 
and can support his figures with adequate statistical information. 
(Footman, Pretty Sr Co. v. Chandler (VO) (1960), p. 23.)

It is this overriding need of the Lands Tribunal to have a method 
of valuation supported by evidence of comparable values (rental 
or assessment) which has resulted in the rejection of a 'spot' 
valuation or intuitive approach (ibid.), overall rental value (U.D.S. 
Tailoring Ltd. v. B.L. Holdings Ltd. (1981)), and turnover of the 

business (ibid.).
In assessing the rental value of any property, the best evidence 

is rental evidence, either direct rental evidence of the subject 
property itself, or indirect rental evidence of comparable property 
in the near vicinity of the subject property.
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If there are an adequate number of rents of large shops, it may be poss 
ible ... to value them on a basis deduced from those rents and without 
resort to the zoning method. (Travail (VO) v. C &• A Modes Ltd (1967) 
p. 199.)

In F. W. Woolworth & Co. Ltd. v. Moore (VO) (1978), the Lands 
Tribunal rejected the zoning method in favour of an overall rental 
value. The Tribunal found this approach more reliable because 
there were sufficient actual rents available for larger shops, sup 
ported both by comparable assessments (to show the valuation 
officer's opinion of how the rental evidence was to be adjusted) 
and by the actual negotiations for the lease carried out by the par 
ties involved. Such evidence was more reliable than the evidence 
produced by zoning smaller shops; although the Tribunal did state:
. . . with regard to the rents and assessments of the smaller shops, I do 
not go so far as to say that this evidence is irrelevant; but in my opinion 
it would require some glaring inconsistency to arise before the 
evidence of the rents and assessments of the small shops could be 
taken to outweigh the evidence of the actual rents for the large shops. 
(p. 215)

In J. Sainsbury Ltd. v. Wood (VO) (1980), where there was no 
market rental evidence for any of the comparable properties, the 
Tribunal said that the rating assessments of the comparable 
properties: 'assume the character of actual rents properly adjusted 
in terms of [rateable] value' (p. 210) and relied on comparable 
assessments to provide a rental value in terms of Zone A.

Under the rules of natural justice, a court can only base a 
decision on evidence given to and examined by it. If evidence is 
not presented, it cannot be presumed. It is, therefore, essential that 
relevant, reliable and, hopefully, conclusive evidence is presented 
by each party to support its arguments to the court.

The court will rely most heavily on the evidence it finds most 
relevant and reliable in the open market.

The courts recognise that '[t]he zoning system is but a means to 
an end' (B.H.S. Ltd v. C.B. of Brighton & Burton (VO) (1958), p. 
350) and will expect the 'system' to be adapted to fit the facts of a 
case and any supporting market evidence.
... although this [zoning] is a proper approach particular 
circumstances may require modification either upwards or downwards 
of the basic rent thus arrived at. (Janes (Gowns) Ltd. v. Harlow 
Development Corporation (1980), p. 799.)
In the above case, which involved determination of a rent and 
other terms in a lease granted under Part II of the Landlord and 
Tenant Act 1954, regard was had to user covenants in the lease.



Appendix 8/11/97 1:47 am Page 242

242 Appendix E

... the relevant facts must always he the dominant factor in arriving at 
correct assessments in each case and those facts may well justify modi 
fications in the application of a particular method of valuation. (Trevail 
(VO) v.CS-A Modes Ltd. (1967), pp. 198-9.)

It follows, therefore, that while the courts will accept the 
arithmetical or arbitrary method of zoning, they recognise it as a 
mathematical exercise and will thus look beyond it to see whether 
its use produces a reasonable rental value.

Justification for zoning
The courts recognise and accept that zoning is based on the 
principle that it is the frontage of shop property in a busy high 
street which attracts customers into the shop, and, that because of 
'its proximity to the bustle of the city pavements and the 
inducement offered to window shoppers' (J. Sains bury Ltd. v. 
Wood (VO) (1980) p. 211), the front part of a shop is more 
valuable than the rear.

Where, however, there is no pavement trade, as in the case of an 
out-of-town superstore, where most customers arrive by car, the 
Lands Tribunal (in J. Sainsbury Ltd. v. Wood (VO) (1986)) found 
it impossible to say that any particular part of the sales area was 
more valuable than any other part and, in such circumstances, 
rejected the zoning method in favour of an overall price per square 
[metre] (which was supported by evidence of agreed rating 
assessments).

Even where shops are located within the high street, other cri 
teria, which reflect the changes in retailing patterns, may affect the 
suitability of the zoning method in any given case.
Nowadays it is common to find 'walk-round' or 'departmental' stores 
which are ten times or even fifteen times as large as the 'normal' shop 
in a particular centre. Again, during the last decade or so, the number 
of 'chain stores' and the number of stores each company operates has 
increased enormously with the result that there is potentially greater 
competition for suitable accommodation. ... It can be argued that ... 
there comes a point when the size of a store takes it right out of the 
class of ordinary shops ... (Trevail (VO) v. C &• A Modes Ltd. (1967), p. 
203-5.)
... I consider that the application of a zone 'A' price derived from 
relatively small shops to the valuation of large walk-round or 
departmental stores is a pure distortion of what in other circumstances 
is an excellent method of valuation. (B.H.S. Ltd v. C.B. of Brighton &• 
Burton (VO) (1958) p. 348.)

and later,
To apply the zone value derived from these shops where the size is in
the region of 1,500 sq. ft. (140m 2 ) to the large walk-round and
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departmental stores seems ... to be stretching the limits of this method 
of valuation a good deal beyond its capabilities, (ibid.)

The complexities of the calculations necessary if one is to try to find 
the value of a store with over 43,000 sq. ft. [4,000 m2] of floor space 
from the rental evidence relating to shops with an area of only 2,000 
sq. ft. [185 sq. m.] or 3,000 sq. ft. [280 m2 ] and the consequences which 
follow from a variation in price or other valuation details incline us to 
the view that some other less complicated method of valuation of 
'large' shops or stores should be tested. (Trevail (VO) v. C & A Modes 
Ltd. (1967) p. 204.)

However, whether or not there is adequate evidence to support 
other methods of valuation, the zoning method can be justified:
... where the zoning method is properly based upon local values 
which are established or agreed, it is susceptible of test by precise 
comparison, and if applied by an experienced practitioner and 
confined to the type of hereditament for which it is suitable, more 
appropriate for submission to the tribunal. (Footman, Pretty &• Co. v. 
Chandler (VO) (1960) p. 26.)

- and later:
Put simply, I consider that a zoning method of valuing shop premises 
provides reasons and results which can be examined and tested, that,

^ properly and consistently used, it is the best method of valuation 
y which has yet been devised, and that it could be used with advantage 

in all cases for which it is suitable, (ibid. p.27.)

It is the failure of the valuation profession to test any less compli 
cated method of valuation for 'large' shops which has resulted in 
the continued use of zoning for properties to which its principles 
do not apply.

Where there is no rental evidence available from comparable 
properties, the zoning of smaller 'normal' shops can be used to 
provide a rental value for 'large' shops. (This is one of the stated 
objectives of the zoning method.)

However, the courts recognise that it is inappropriate to apply 
the zoning method to 'large' shops, and will do so only in the 
absence of better evidence, i.e., rental values of comparable 
properties.
... the zoning method was the only method of valuation advanced at 
the hearing, we have therefore had no alternative but to adopt that 
method ... (Trevail (VO) v. C & A Modes Ltd. (1967) p. 204.)

In U.D.S. Tailoring Ltd. v. B.L. Holdings Ltd. (1981), where 
evidence of rental value was given based on the turnover of 
business and the overall average rental per square foot, the court 
preferred to rely on the evidence which supported the zoning 
method and added:
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... but I must emphasise that I have reached that conclusion on the 
evidence adduced before me and I am not approaching it in any way 
as a matter of principle.

Summary

• The best evidence on which to base a rental valuation is 
comparable rental evidence.

• Any method of valuation must be supported by adequate, 
reliable evidence of rental value, whether direct or indirect, and 
for rating valuations, comparable assessments.

• Despite the fact that there is no right or wrong method of 
valuation for any particular type of property, the zoning 
method of valuation is accepted in the calculation of a rental 
value for 'normal' shops,

• In the absence of supporting rental evidence, the zoning 
method can be adapted to provide a rental value of 'large' 
shops based on the rental evidence of 'normal' shops.

• It is necessary to rely on other alternative techniques being 
tested and accepted by practitioners in the market and before 
the courts, if zoning is to be relegated to use in only appropriate 
circumstances, or abandoned altogether.
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Appendix F - Criteria for a tax

Any tax can be viewed from the point of view of the various 
groups involved in the system and should reflect the concerns of 
all parties, as well as certain general criteria.

Criteria for the taxpayer

A tax should:

1. be simple to understand and in fact be understood;
2. be administered at minimum cost and inconvenience;
3. be payable at convenient times and by a choice of convenient 

methods;
4. not involve any breach of confidentiality in a taxpayer's 

personal affairs;
5. not suffer from illogical, unfair or historical exemptions;
6. have a basis which is up-to-date;
7. not be arbitrary;
8. be seen to be spent efficiently and wisely on socially- 

acceptable services;
9. have accessible, cheap, reliable and speedy methods of 

appeal;
10. be seen to ensure an equitable burden of tax liability between 
taxpayers of different means and assets (horizontal and vertical 
equity);
11. provide rebates to reflect current views on liability for those 
of limited means; and
12. not be required to raise an excessive amount of revenue.

Criteria for the spending authority

A tax should:

1. be unique to the spending authority;
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2. apply universally on a common and uniform basis;
3. be determined by one authority without interference from any 
other authority;
4. relate wholly and demonstrably to the spending authority and 
its jurisdiction;
5. have a yield which is certain, predictable and adequate;
6. be stable but adjust rapidly to changing economic 
circumstances;
7. not conflict with contemporary views on the roles and 
responsibilities of the spending authority;
8. be adequate to maintain or expand, in accordance with current 
policies, the range and level of services; and
9. not be overstretched to meet the financial demands of the 
spending authority beyond its inherent capabilities.

Criteria for the tax collector

A tax should:

1 . be difficult to evade and avoid;
2. be contained in legislation which is mandatory, clear and 
unambiguous and which is not dependent on extensive litigation 
for interpretation;
3. be collected and recovered by simple, cheap and fair 
procedures;
4. be easily explained to taxpayers; and
5. involve minimal losses and leakages.

Generally

A tax should:

1. not impede central management of the economy;
2. not conflict with any other taxes nor bring the various 
government tiers or agencies into competition or conflict;
3. be capable of operating within the existing framework of 

government;
4. not require another committee of inquiry for at least 25 years;
5. not be introduced without full regard for all the implications;
6. promote full democratic accountability; and
7. clearly state who does what for whom, at what cost and at 

whose expense.
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(adapted from C. Stuart Page, 'Local Taxation - a preliminary 
check list for Layfield', Rating and Valuation, June 1976, p. 163).

Accountability

The issue of democratic accountability is an interesting one. It 
figured prominently in the design of the Uniform Business Rate, 
the Community Charge (the poll tax) and the Council Tax. Local 
authorities are required to present to all taxpayers details of how 
their revenue is spent and this is normally achieved by an 
enclosure sent together with the tax demand.

However, this is not a principle respected by central govern 
ment. Such a show of double standards is curious, with central 
government's use of 'democratic accountability' as one of the 
justifications for the fact that the UBR is now a tax levied by 
central government, effectively, on behalf of local government.
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annual equivalent

antecedent valuation 
date

assessment 
billing authority

capping

central rating lists

certificate of value

completion notice

composite 
hereditament
dead frontage

the rental equivalent of a capital sum (normally 
called a premium) arrived at by dividing the capi 
tal sum by the appropriate Years' Purchase
a date fixed in advance of the rating list coming 
into effect which is the date at which all heredita 
ments are valued, e.g., for the rating list which 
came into effect on 1 April 1995, the antecedent 
valuation date is 1 April 1993
the rateable value of a hereditament
a local authority empowered to collect the Uniform 
Business Rate and the Council Tax
central government's power to limit local 
authorities' spending and thereby to limit their 
ability to raise finance through the Council Tax
a list of hereditaments compiled under s. 52 of the 
1998 Act containing entries for hereditaments 
occupied by canal, electricity, gas, railway, 
telecommunication, water supply and long 
distance pipelines occupiers (see 8.4)
a certificate provided by the valuation officer 
establishing the rateable value of a hereditament at 
a given time or of a portion of a hereditament on 
which rates are payable for a specified time under 
Part VI, Non Domestic Rating (Chargeable 
Amounts) Regulations 1994
a notice served by a billing authority on an owner 
of a building which is or which, in the opinion of 
the billing authority, will be complete within three 
months, under s. 46A and Sch. 4A, 1988 Act (see 
2.4.28-46)
a hereditament part of which comprises domestic 
property, defined in s. 64 (9) 1988 Act.
frontages which do not involve trade and tend to
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recapitalisation rate

derating

distraint or distress

domestic property

effective capital 
value (ECV)

effective date 

empty rate 

end allowance

equation theory

hereditament

hypothetical tenancy

present psychological barriers to pedestrian 
shoppers and inhibit them from proceeding further, 
such as hoardings, dwellings and (often) public 
houses

the factor applied to a capital value to convert it 
into a rental value within a contractors' test 
valuation

the total or partial exemption of a class of property 
from rate liability

the seizure of chattels by an agent of a billing 
authority in order to recover arrears of rates

property used wholly for the purpose of living 
accommodation, defined in s. 66 (1) 1988 Act.

the sum of the capital cost of constructing a 
building plus the value of the land, reduced by any 
allowance for depreciation, used in the contractors' 
test
date on which an alteration to a rating list takes 
effect
the rate levied on the owner of an empty heredita 
ment - the same as unoccupied rate

a deduction made at the end of a valuation to 
reflect factors (normally disabilities) which have 
not yet been taken into account in the valuation

equation theory assumes that an occupier has a 
given amount of money out of which to pay both 
rent and rates. The occupier will be ambivalent as 
to how that money is split between rent and rates, 
provided the overall sum is not exceeded, (see 
Emeny and Wilks, 1984, pp. 187-90).

strictly, property which is, or may become liable to 
a rate, being a unit of such property which is or 
would fall to be shown as a separate item in the 
rating list (s. 115 General Rate Act 1967). One 
hereditament has one rateable value and one entry 
in the rating list.
the relationship assumed between the tenant 
mentioned in the definition of rateable value and 
his implied landlord
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hypothetical tenant

interested person

listing officer

local non-domestic 
rating list

overbid

premium

proposal to alter 
the list

rateable occupation

rateable value

the tenant referred to in the definition of rateable 
value

an occupier, a person (other than a mortgagee not 
in possession) having in any part of the heredita 
ment either a legal or equitable interest that would 
entitle him to possession (after the cessation of any 
prior interest); and any person having a 'qualifying 
connection' with the occupier or other interested 
person. A 'qualifying connection' interest reflects 
the legal connection which may exist between, 
e.g., a parent company and its subsidiary. 
Interested persons are entitled to make proposals to 
alter the rating list.
the valuation officer (refer), renamed for Council 
Tax purposes
a list of non-domestic hereditaments situated 
within the area of a billing authority, compiled and 
maintained by the valuation officer for that billing 
authority and which takes effect every five years 
(currently from 1 April 1995)
the additional money paid by a potential tenant or 
purchaser in excess of market value, generally 
because of the particular need of the tenant/ 
purchaser for the property, e.g., local authorities 
may offer an overbid to secure premises necessary 
to undertake a statutory duty
the capital sum paid by an actual or prospective 
tenant to a landlord, usually in return for a reduc 
tion in the amount of rent otherwise payable

the procedure under which an interested person 
or relevant authority seeks an alteration of the rat 
ing list
actual possession, exclusive occupation, beneficial 
occupation and a sufficient degree of permanence 
which give rise to occupied rate liability (see 2.3).

the rent at which it is estimated the hereditament 
might reasonably be expected to be let from year to 
year if the tenant undertook to pay all usual 
tenant's rates and taxes and to bear the cost of the 
repairs and insurance and the other expenses (if 
any) necessary to maintain the hereditament in a 
state to command that rent (defined in Sch. 6 para.



Append!.X 8/11/97 1:47 am Page 251

Appendix G 251

rating lists

rebus sic stantibus

2 (1) 1988 Act) - basically it is a net annual rental 
value (see 5.3)
either the local non-domestic rating list or the 
central non-domestic rating list (see above)
'things as they stand'; used to refer to the 
circumstances in which a hereditament is valued, 
which means that no physical changes or changes 
of use can be assumed

the reassessment of all hereditaments by the 
Valuation Office Agency and the compilation of 
new rating lists, which occurs every five years 
(1990 and 1995)
a combination of risk, remuneration and interest on 
capital invested, required by a tenant before an 
amount for rent and rates can be ascertained within 
a profits method of valuation.
the level of rental value as at the antecedent valuation 
date, which is applied to the valuation of all hered 
itaments during the life of the rating list
the privatised organisation of valuation officers, 
appointed by the Commissioners of Inland 
Revenue, responsible for the compilation and 
maintenance of rating lists and valuation lists
the officer, appointed by the Commissioners of 
Inland Revenue, responsible for the compilation 
and maintenance of the rating list for the area 
covered by the billing authority.
the court of the first instance for appeals against 
entries in the rating lists, completion notices, 
certificates of value, Council Tax banding, etc.

Year's Purchase (YP) a capitalisation factor, used to covert a rental value
into its capital equivalent and vice versa. It is also 
called the present value of £1 per annum.

revaluation

tenant's share

tone of the list (or 
tone)

Valuation Office 
Agency

valuation officer

valuation tribunal

zoning a method of analysing shop areas in order to 
compare the rental value of one shop property with 
that of another.
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8.3.16, D222-223, G248
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Arbitrary zoning, see Zoning, arithmetic 
Arbitration, 10.17
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Assigned revenue, 1.4.2, 12.4.1-2

Banks, 7.4.4
Bayliss Report, 1.10.10, 4.7.3, 4.8.18, 

12.2.2, 12.3.17, 12.4.7, 12.4.11-12, 
C214-219
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Beacons, see Trinity House properties 
Betterment, 12.3.11-16, 12.4.9 
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14.8, 14.9.3, 15.4 

Draft local non-domestic rating lists,
8.3.12-15

Reduce or remit rates, 2.4.19, 4.1.1, 
4.5.8-9
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see also Non-domestic rating lists, 
see also Proposal to alter the rating list, 
see also Rate payment - enforcement,

Builders' huts, 2.3.49, 3.2.7 
see also Chattels

Buildings, Complete, 2.4.27 
see also Completion notices

Buildings, Incomplete, 2.4.24-27 
see also Completion notices

Buildings,
Newly completed, 2.4.21-27, 2.5.8 
Structurally altered, 2.4.21-27, 2.5.8 
see also Rateable property, 3.2.4—5 
see also Hereditament

Buoys, see Trinity House properties

Canal hereditaments, see Statutory
undertakers

Capital Gains Tax, 12.3.9-10, 12.3.15 
Capping, see Council Tax, capping 
Car park, 4.3.5 
Caravan pitches, 3.2.7, 3.5.2, 4.3.2, 14.3.11

see also Domestic property 
Caravans and sites, 3.2.7, 3.5.2 
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Central government, 1.1.2, 1.2, 1.4.11, 

1.7.4-5, 13.6.1, 13.8, 15.4
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6.3.7, 6.3.10-12, 8.1.3, 8.1.5, 8.2.2, 
8.2.4, 8.4, 8.5.3, 8.8.1-4, C216

Appeals, see Valuation tribunal
Designated person, 9.9.2—7
Proposals, 9.9,9.13.5
see also Local non-domestic rating list 

Certificate of value, see Transitional
arrangements

Chancellor of the Exchequer, 1.4.5, 5.2.3 
Charities, see Exemptions and Reliefs 
Charity shops, see Exemptions and reliefs
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Chattels, 2.3.17, 2.3.45, 2.4.20, 3.1 2
3.2.7-8, 3.6.2

see also Plant and machinery 
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2.1.2,8.2.5, 10.2.2, 10.3.1, 13.1.1,
13.2.3, 13.5.3, 15.3.1-2, 15.3.9, A196,
Al 99-205 

Comparable rating assessments, 6.1.5, 6.2 3,
6.2.18-21,6.4.58,6.7 

Supporting valuations, 6.7.5, 6.8.6 
see also Rateable values 

Completion notices, 2.4.27—46, 2.5.8, 9 12
G248 

Appeals, 2.4.37, 2.4.44, 9.2.2, 9.12,
9.13.8, 10.2.3, 10.3.1, 10.14, 10.16.1 

'Complete' defined, 2.4.31 
Composite hereditament, 3.3.37-42, 3.6.7,

4.3.1, 5.3.26-33, 8.3.4, 8.3.7, 14.1.3,
14.3.6, 14.4.10, 14.5.6, 14.10.2,
G248

Appeals, 14.9.2 
Banding, 14.6.4 
Rateable Value, 5.3.26 

Contractor's test, 6.1.3, 6.2.2, 6.2.7,
6.2.16-17, 6.6, 6.8.5, 7.5.12, 7.5.14 

Cost and value distinguished, 6.2.17,
6.6.2, 6.6.12-13, 6.6.28-29, 6.8.5 

Decapitalisation rate, 6.2.4, 6.6.22-23,
6.6.30-32, G249 

Effective capital value, 6.6.14, 6.6.17-18,
6.6.20, 6.6.30, G249 

Principle, 6.6.4, 6.6.10-11 
Reliability, 6.6.6-9, 6.6.33 
see also Valuation methods 

Council tax, 1.1.3, 1.2.7, 1.4.11, 1.9,3.3.42,
10.2.2, 12.4.2, 13.1-12, 14.1-10,
15.1-4, A204-205 

Appeals, 13.10, 13.12.7, 14.9, 14.10.7,
15.3.18-22

Billing and collection, 13.11, 14.8 
Burden, 14.6.5, Table 14.2 
Capping, 1.2.7, 12.4.2, 13.4, 13.6.1-3,

13.8, 13.12.6, 15.4.1-4 
Criticisms, 15.1-5

see also Council Tax, reform 
Exemptions, 13.4.4-8, 14.7

see also Dwellings, exempt 
Introduction, A204 
Level, 13.6

see also Council tax, Capping 
Liability, 13.3 
Personal element, 1.9.2, 13.1.3, 13.2.2,

13.4, 15.3.1
Disregarded people, 13.4.5-7

Personal discount, 13.4.1, 13.4.4-10,
13.12.1, 13.12.4, 14.6.14, 15.3.1-3,
15.3.13-14 

Phasing in, 13.9 
Principles, A204 
Property element, 1.9.2, 13.1.3, 13.2.2,

13.12.1, 14.1-10
Appeals, 14.9
Bands, 13.1.3, 14.1.1, 14.2.2, 14.5.6,
14.6, Table 14.1, 14.9.3, 14.105,
15.3.9-14
Revaluation, 14.6.6-8
Second homes, see Dwellings
Structural improvements, 14.6.12
Valuation, 14.2.1, 15.3.4-9

'Value' denned, 14.4.1, 14.10.3 
'Willing seller', 14.4.3-7, 14.10.3 
Assumptions, 14.4.2, 14.4.8, 14.10.3 

Rebates and benefits, 13.5, 13.12.5 
Reform, 1.10.9, 15.1-5, C219 
Resident, 13.3.8

see also Occupier 
Students, 13.3.10 
Valuation date, 14.4.1, 15.3.21 
Wales, 13.4.8 

Cricket ground, 6.6.5 
Crown occupations, 4.7.2

Designated person, see Central non- 
domestic rating list 

Diplomatic occupations, see Exemptions
and reliefs

Disabilities (which affect value), 6.6.29 
Disabled (property used by the), see

Exemptions and reliefs 
Distress, G249

see also Rate payment enforcement,
Distress 

Docks, 8.4.10
Domestic property, 1.9.2, 3.3.27, 3.3.37, 

3.3.42,4.3.1-7,4.8.1,5.2.1, 
5.3.27-31,8.3.4,8.3.6,9.3.8 

Defined, 4.3.2-4, 3.3.39 
see also Composite hereditament 
see also Dwellings 

Drainage authorities (property of), see
Exemptions and reliefs 

Dwellings, 13.1.2, 13.3.4, 14.3.6-7,
15.1.1

Agricultural dwelling, 4.3.16 
Denned, 14.3, 14.10.2 
Exempt, 14.7, 14.9.4 
New dwelling, 14.6.10-11 
Raring of, A195 
Second home, 14.6.13-14
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see also Composite hereditament 
see also Domestic property

Effective date, see Proposal to alter the
rating list 

Electricity premises, see Statutory
undertakers 

Empty property, 2.4.3, 2.4.8, 2.4.12-47
12.5.4 

'Mothballed' factories, 2.4.20
see also Industrial property 

Newly-completed, 2.4.21-27 
Rate-free or void period, 2.4.14, 2.4.21,

2.4.29, 2.5.7
Structurally altered, 2.4.21-27 
see also Completion notices 
see also Dwellings, Exempt, 
see also Owner,
see also Unoccupied rate liability 

Empty rate, G249
see also Unoccupied rate liability 

Enterprise zones, 4.3.27-28, 4.8.7, 9.10.4 
see also Exemptions and reliefs 
see also Rateable value 

Equation theory, 6.4.24-26, 12.4.10, G249 
Evidence, admissible in court, 5.4.34-37,

6.2.7, 6.4.53, 6.4.57, 6.5.32, 6.6.3,
6.7.2-3, 6.8.2, 10.8 

see also Rent returns 
see also Valuation tribunal 

Exemptions and reliefs, 3.2.3, 3.2.5, 3.2.14,
4.1-8, 5.2.1, 5.3.34-35, 8.3.4, 8.3.6,
9.2.2, 9.3.8, C218-219 

Air-raid protection works, 4.3.29, 4.8.8 
Charities, 2.3.38, 2.4.11,4.5.1-2,4.8.12 
Charity shops, 4.5.4, C219 
Diplomatic occupations, 4.4.1-3, 4.8.9 
Disabled (property used by), 4.4.4, 4.8.10 
Drainage authorities (property of), 4.3.29,

4.8.8
Enterprise zones, 4.3.27-28, 4.8.7 
Fish farms, 4.3.24, 4.8.4 
Fishing rights, 4.3.25, 4.8.5 
Hardship, 2.4.19, 4.5.8-9, 4.8.15, 9.2.1,

C219 
Industrial hereditaments, 2.4.17, 2.4.20,

12.5.4
Moorings, 4.3.2, 4.3.29, 4.8.8 
Non-profit-making organisations, 4.5.1,

4.5.3-6,4.8.13 
Parks, 4.3.29, 4.8.8
Public religious worship, 4.3.26, 4.8.6 
Reform, 4.7, 4.8.18, 12.4.7, C218-219 
Regulations, 4.2.3 
Sewers, 4.3.29, 4.8.8

Stud farms, 4.3.16, 4.6.3, 4.8.16 
Trinity House property, 4.4.5, 4.8.11 
Village shops, 4.5.7, 4.8.14, C219 
Watercourses (road crossings over),

4.3.29
see also Agricultural land and buildings 
see also Council Tax, Exemptions 
see also Sporting rights 
see also Transitional arrangements 
see also Unoccupied rate liability 
see also Statutory undertakers

Fire station, 6.6.5
Fish farms, see Exemptions and reliefs
Fishing rights, see Exemptions and reliefs,

see also Incorporeal rights 
Fixtures and fittings, 6.5.21 
Football stadia, 6.6.5 
Formula, 5.4.5, 6.3.13

see also Statutory formula, Non-statutory
formula

Gas premises, see Statutory undertakers 
General rate, 1.3.3, 1.4.7-10, A195 
Goodwill, 6.2.11, 6.4.16, 6.5.22-24 

see also Profits method of valuation

Hardship, see Exemptions and reliefs 
Hereditament, 2.1.1, 2.2.1, 2.4.42, 3.1.1,

3.1.3,3.2.8,3.2.17,3.2.19-22,
3.2.41-43, 3.3, 3.6.4-5, 5.2.1-2,
8.1.4-5, 8.3.3-8, 14.3.1, 14.3.4-6,
14.10.2, D221-223, G249 

Capable of definition, 3.3.9-12, 3.6.5 
Comparable, 6.2.8-9, 6.2.13, 6.2.18,

6.4.6
see also Comparable rating
assessments

Contiguous, 3.3.14-18, 3.3.24 
Defined, 3.3.2-8 
Excepted, 8.4.9-15

see also Statutory undertakers 
Functional connection, 3.3.18, 3.3.28-33 
Part occupied, 3.4, 3.6.8 
Proposals, 9.4.3 
Regulations, 3.5, 3.6.9 
Relevant non-domestic, 2.4.4, 3.3.37,

8.2.1,8.4.6-17
Separate occupation, 3.3.19-22, 3.6.5 
Single geographical unit, 3.3.13-18, 3.6.5 
Single purpose, 3.3.23-33 3.6.5 
see also Composite hereditament 
see also Rateable property 

High Court, 13.10.4, 14.5.7, 14.9.2-3 
Hotels, 6.5.2, 8.4.13
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Houses, see Dwellings
Hypothetical landlord, 5.3.4, 5.4 1 6610

6.6.27 
Hypothetical tenancy, 5.3.3-5, 5.4.1, 552

G249
Hypothetical tenant, 5.1.2, 5.3.3-25, 5.4 1 

5.5.1-2, 6.4.7, 6.5.7, 6.5.10, 6.6.9-11 
6.6.27, 6.8.4, 7.5.2, 7.7.4, G249 

Ability to pay, 5.3.19 
Average skill, 6.5.25-26, 6.5.38 
Fresh on the scene, 5.4.29-31, 7.3.6 
Motive, 6.5.4-7 
Overbid, 6.5.27-30 
see also Hypothetical tenancy 
see also Tenant

Improvements, 6.4.31
Incorporeal rights, 3.2.9 

see also Advertising rights 
see also Fishing rights 
see also Sporting rights

Industrial property, 2.4.17, 4.3.29, 4.8.8,
6.4.1,6.6.5,7.5, 12.5.4 

Factories, 2.4.17, 2.4.20, 7.5.1, 7.5.7-12 
Mothballed factories, 2.4.20, 4.3.29 
Warehouses, 2.4.17, 7.5.1, 7.5.3-6 
see also Exemptions and reliefs 
see also Plant and machinery

Inheritance Tax, 12.3.9-10
Insolvency, 2.4.18, 11.4.12
Interested person, see Occupier, Interested 

person, see Proposal to alter the raring 
list, Interested person

Judicial review, 6.3.18, 9.2.1, 13.10.3, 
13.12.7

Land and buildings, 3.1.1,3.2.1, 3.2.4-5,
3.6.1,4.1.1,4.2.2 

Taxing of, 12.3 
see also Hereditament 
see also Rateable property, 

Landlord and tenant legislation, see Rent,
Statutory control

Lands Tribunal, 6.2.19, 6.3.17, 6.6.33, 
8.3.9, 9.3.8, 10.12.1, 10.16, 10.18.6, 
C216-217

Layfield Report, 12.2.2, 12.4.8, 12.4.11 
Legal possession, see Rateable occupation,

Actual possession 
Liability order, see Rate payment,

Enforcement
Licence, 6.2.15, 6.5.2, 6.5.18-20 
Licensed premises, 4.8.14, 4.5.7, 6.5.2, 7.6 

see also Profits method of valuation

Lighthouses, 6.6.5, 8.4.10
see also Trinity House properties 

Listing officer, see Valuation Officer 
Local authority, 1.6.5, 1.7.2, 1.7.4-5, 12.6,

13.6.5-6
Boundaries divide hereditaments, 

3.3.34-36, 3.6.6, 8.3.8, 14.5.9 
Function, revenues and services, 1.1, 

Table 1.1, Table 1.2, 1.1.3-4, 1.2, 
13.7, A195, A197 

Precepts, 1.9.4,8.6.1, 13.11.2 
Property, 6.6.5, 9.3.7 
Spending, 1.1.2, Table 1.1, 13.7.2-3 
see also Billing authority 

Local democratic accountability, see
Taxation principles, Local democratic 
accountability 

Local government, see Billing authority, see
Local authority

Local non-domestic rating list, 2.2.1, 5.2.1, 
5.2.6,6.3.6-7,8.1.3-5,8.2.1,8.3, 
9.1.1,G250 

Alteration, 9.3.4-6 
Appeals, see Proposals to alter the rating

list, see Valuation tribunal 
Compile and maintain, 8.2.1-2, 8.2.4,

8.3.2
Contents, 8.3.9-10 
Draft list, 8.3.12-17 
Liability, 8.3.3 
see also Rating list 

Lodger, 2.3.34-5

Magistrates' court, 9.2.1, 11.1.2, 11.4.8,
11.4.14, 11.6.3 

Markets, 2.3.51,3.3.11-12 
Material change of circumstance, 9.3.8,

9.3.11,9.4.1, 9.10,9.13.6 
see also Valuation date 

Measuring practice, 6.2.22, 7.2.4, 7.3.4,
7.4.1,7.5.1

Mentioned matters, see Valuation date 
Mines and quarries, 2.3.52, 3.1.1, 3.2.1-2,

3.6.1
Monopolies and Mergers Commission, 7.6.5 
Monopoly (legal or factual), 6.5.2 
Moorings, 4.3.2, 4.3.29, 4.8.8, 14.3.11 

see also Exemptions and reliefs 
see also Domestic property 

Museum, 6.6.5

Non-domestic property, 1.4.1, 1.4.10-11, 
1.5.1, 1.6.5, 3.1.1, 3.3.8, 3.3.37-38, 
7.1.1-3 

see also Composite hereditament
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see also Domestic property 
see also Hereditament, 

Non-profit-making organisations, see 
Exemptions and reliefs

Obsolescence, 6.6.17, 6.6.29 
Occupation, 1.4.6, 2.2.1, 2.3.2-3, 2.5.1,

5.3.6, 5.3.29 
see also Occupier 
see also Rateable occupation, 

Occupied rate liability, 1.4.1, 1.4.6, 1.5.1,
2.2,2.4.1-2,2.5.1,8.1.1,8.3.3 

Occupier, 1.5.1-3, 1.5.5,2.1.1,2.3.1, 
2.5.1-2, 3.2.6, 4.1.1, 5.3.7-8, 6.4.7, 
6.4.25, 6.6.30, 8.7.1, 9.3.5, 10.6.1 

Disabled, 14.6.9
Domestic property, 13.1.2, 13.3.3-6, 

13.3.8-9, 13.3.12, 13.12.2 
see also Domestic property, 

Interested person, 9.3.9-12, 14.9.3-4,
G249-250

Liability, 1.4.1, 1.5, 2.2, 8.1.1, 11.2.2 
see also Occupation 
see also Occupied rate liability 
see also Tenant, 

Offices, 6.4.1, 6.7.9, 7.4, 8.4.10-13,
8.4.15

Common parts, 7.4.3 
Oil refineries, 7.5.12 
Old people's home, 6.6.5 
Outgoings,

Rateable value, 5.3.20-24 
Rent adjusted, 6.4.36-40, 6.4.44-45 
Service charge, 7.4.3 

Overbid, 6.5.27-30, G250 
Owner, 1.4.6, 1.5.1, 1.5.4-5,2.1.1,2.3.11, 

2.3.21,2.4.1-11,2.4.13,2.4.32,2.5.1, 
2.5.7, 4.1.1, 5.3.7, 6.6.30, 8.7.1, 9.3.5, 
10.6.1

Defined, 2.4.5, 2.4.13, 2.4.32 
Domestic property, 13.1.2, 13.3.7, 

13.3.11-12, 13.4.8, 13.12.2-3, 14.9.4 
Second homes, 14.6.13-14 

Interested person, 9.3.9-12 
Liability, 2.3, 8.1.1, 8.3.3, 11.2.2 
see also Unoccupied rate liability 
see also Empty properties,

Paramount occupation, see Rateable
occupation, Exclusive occupation 

Parks, 2.3.42, 4.3.10, 4.3.29, 4.8.8
see also Exemptions and reliefs, 

Personal representative, 2.4.18 
Petrol filling stations, 6.5.2, 7.7

Throughput, 7.7.1

Plant and machinery, 2.4.20, 3.1.2, 3.2.8, 
3.2.14-43, 3.6.3, 6.3.4, 6.5.40, 6.6.5, 
6.6.16, 7.5.13-15, C216 

Classes, 3.2.22, 3.2.24-37 
Defined, 3.2.18 
Regulations, 3.2.15-17, 3.2.20-22

3.2.24-38, 3.2.42, 3.6.3 
see also Chattels

Poll Tax, see Community Charge 
Precepts, see Local authority, Precepts 
Premium, 6.2.10, 6.4.27-35, G250 

Reverse premium, 6.4.32 
see also Rental evidence 

Preservation order, 2.4.17 
Profit, 2.3.18, 2.3.36-37, 6.2.14, 6.5.6,

6.5.8-13,6.5.34,6.8.4 
see also Profits method of valuation, 

Profits method of valuation, 6.1.3, 6.2.2,
6.2.7,6.2.15,6.3.1,6.5,6.8.4 

Accounts, 6.5.31-2, 6.5.35-39,
6.5.42-43, 10.6.4 

Application, 6.5.33-43 
Principle, 6.5.4-7 
Sinking fund, 6.5.40 
Statutory undertakers, 6.3.1, 6.3.3

see also Statutory undertakers 
Tenant's share, 6.5.15, Fig. 6.1, 6.5.41,

G251
see also Profit 
see also Valuation methods 

Proposal to alter the rating list, 9.1.3, 9.3-6,
9.13.1.G250 

Appeal, 9.1.3, 9.7, 10.3.1 
Billing authorities, 9.3.3, 9.37-8 
Date of proposal, 5.3.15, D220-223 
Effective date, 9.8, C217 
Form and content, 9.4 
Grounds, 9.4.4-7 
Interested persons, 6.3.17, 9.1.2, 9.3.3,

9.3.9-12,9.11.2,9.13.1 
Validity, 9.4.1, 9.5, 9.13.2, 10.3.1, 10.9.1 
see also Appeals 
see also Rating lists 

Public houses, see Licensed premises 
Public religious worship, see Exemptions 

and reliefs

Railway premises, see Statutory undertakers
Rate demands, 11.1.1, 11.2-3, 11.6.1
Rate payment (enforcement), 11.1.2, 11.3-5

Bankruptcy, 11.4.13
Civil debt, 11.4.1, 11.6.2
Distress, 11.4.2, 11.4.13, 11.6.2, G249
Insolvency, 11.4.12
Liability order, 9.2.1, 11.1.2, 11.4, 11.6.2
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Prison, 11.4.10-11 
Winding up, 11.4.13 

Rate reform, 1.10.10-11, 4.7, 6.3.3, A195,
A198, C214-219 

see also Bayliss Report, 
Rate, see General rate, see Uniform

Business Rate 
Rateable occupation, 2.1.3, 2.3, 2.5.1-2

G250
Actual possession, 2.3.4-22, 2.5.3 
Beneficial occupation, 2.3.4, 2.3.36-46

2.4.20, 2.4. 25-26, 2.5.5 
Exclusive occupation, 2.3.4, 2.3.23-35,

2.5.4
Permanence, 2.3.4, 2.3.47-53, 2.5.6 
see also Occupation 

Rateable occupier, see Occupier, see
Rateable occupation 

Rateable property, 2.1.1, 3.1.1, 3.2,3.6.1-3
see also Hereditament, 

Rateable unit, see Hereditament 
Rateable value, 1.4.1, 1.4.6, 1.8,2.4.10,

2.4.17, 3.3.36, 5.1-5, 6.1.1-3, 6.4.2-4,
6.4.7-9, 6.4.14, 6.4.16, 6.4.18,
6.4.55-6, 6.4.58-60, 6.7.1, 6.7.4-5,
6.8.3-6, 7.1.1, 7.1.3, 8.4.4, 8.4.6, 8.4.8,
9.2.2, 10.3, C216 

Adjustment of, 4.6
see also Exemption and relief, 

Apportionment, 2.4.15, 3.4 
Composite hereditament, 5.3.26-27 
Denned, 5.3.1-2, G250 
Effective date, 9.2.2, 9.3.6, 9.13.4 
Enterprise zones, 4.3.27-28 
Partially exempt hereditament, 5.3.34-35 
Principles of assessment, 5.4

Evidence, 5.4.32-37
Individual assessment, 5.4.3-5
Statutory restrictions, 5.4.8-11, 6.4.16
see also Vacant and to let 

Process of fixing, 5.4.1
Formula, 6.3.1-2 

see also Rebus sic stantibus 
see also Rent returns 
see also Repairs, Repair liability 

Ratepayer, 1.5, 2.2.1, 2.4.1-2 
Liability, 8.2.6, 11.2.2 
see also Occupier 
see also Owner, 

Rating lists, 1.6.4, 2.4.10, 2.4.42, 3.3.4-6,
4.3.27-8, 5.2.1, 5.2.4, 8.1.1-3, 8.8.1,
8.8.3-4,9.1.1,9.2.1-2,0250 

Alterations to the List, 9.1.1-2, 9.3, 10.11
see also Proposals to alter the list 

Inspection, 8.5

New rating lists, 5.4.42, 6.2.19, 6.7.5
see also Revaluation 

see also Central non-domestic rating lists 
see also Local non-domestic rating lists 

Rebus sic stantibus, 5.4.12-28, 5.5.6,
6.6.19, G250 

Mode or category of use, 5.4.17-23,
D221 

see also Rateable value, Principles of
assessment

State of repair, 5.4.24-28, D221-223 
Structural alterations, 5.4.15-16 

Rent Acts, see Rateable value, principles of
assessment, statutory restrictions 

Rent returns, 8.7, 8.8.5, 10.8.1, 10.13 
Rent-free periods, 6.4.41-42 
Rent, 1.4.1, 1.8.3, 2.3.36, 2.3.39, 5.3.1-3, 

5.3.8-12, 5.3.19, 5.3.27, 5.3.32, 5.3.35, 
6.1.3, 6.2.2, 6.4, 6.5.4-6, 6.6.2, 6.6.4, 
6.6.6, 6.6.10-11, 6.7.5-6, 6.8.3, 7.3.1, 
7.3.5-7,7.4.1,7.4.5 

Adjusted, 6.4.9, 6.4.12-13, 6.4.15,
6.4.18-51,

Connected parties, 6.4.16, 6.4.18 
Rates adjustment, 6.4.23-26 
Rent reviews, 6.4.16, 6.4.47-51 
Repairs adjustment, 6.4.36-40 
Statutory control, 5.4.10-11, 6.4.16,

7.3.5-6
Suitable and reliable, 6.4.4-9 
Tested, 6.2.9, 6.4.18-51, 6.4.54-59 
Turnover, 7.3.20, E234 
Unsuitable, 6.4.15-17 
see also Rateable value 
see also Rent returns

Rental evidence, see Rateable value, see Rent 
Rental value, 1.4.1, 1.8.3,5.3.11,6.5.1 

see also Rateable value 
see also Rent 

Repairs, 5.3.21-25, 5.4.24-28, 6.5.34,
6.5.39, 6.6.22

Rent adjustment, 6.4.36—40 
Standard of repair, 5.4.28 
Structural alterations, 2.3.19-20 
Structural defects, 5.4.27-28 
see also Competition notices 
see also Outgoings 

Reservoirs, 8.4.10 
Restrictive covenants, 5.4.8, 2.3.33 
Revaluation, 4.6.4, 4.7.4, 5.2.3, 8.2.4, 

8.3.12, 8.4.3, A195, C216, D220, 
G250-251 

Council Tax, 12.5.1-3, 15.3.15-17

Sale and leaseback, see Rent, Unsuitable
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Schools and universities, 2.3.40, 6.3.13,
6.6.5, 6.7.9

Secretary of State, 1.4.5, 5.2.3, 5.3.25, 
5.4.1, 6.2.4-5, 6.3.18, 6.6.32, 8.4.3, 
8.4.5, 8.4.7, 8.4.9, 9.9.7, 10.4.1, 13.7.1, 
13.10.3, 14.3.8, 14.6.2, 15.3.16 

Service charges, 6.4.44-45 
Sewers and sewerage systems, 2.3.40,

4.3.29, 4.8.8, 6.6.5 
see also Exemptions and reliefs, 

Shops, 6.4.1, 6.7.9, 7.3, 8.4.10-13, 8.4.15 
Ancillary accommodation, 7.3.4, 7.3 13

7.3.18 
'Large',7.3.2,7.3.17

see also Zoning 
Legation, 7.3.8-9 
see also Zoning 
Statutory control, 7.3.5-6 
Village shops, 4.5.7, 4.8.8

see also Exemptions and reliefs, 
Sinking fund, 6.5.40 
Sporting rights, 3.2.1, 3.2.3, 4.3.17-23,

4.8.3
see also Exemptions and reliefs 
see also Incorporeal rights 

Statutory formula, 4.6.1, 6.1.2, 6.2.2, 6.3,
12.5.3

see also Statutory undertakers 
Statutory undertakers, 4.6.1, 6.1.2, 6.2.2,

6.3, 6.8.1
Canal hereditaments, 8.4.10 
Designated persons, 8.4.6, 8.4.8,

8.4.10-16 
Electricity premises, 6.3.5-11, 8.1.5,

8.4.11
Gas premises, 6.3.8-9, 8.1.5, 8.4.12 
Pipelines (long distance), 8.4.16 
Railway premises, 6.3.10, 8.1.5, 8.4.13 
Water supply hereditaments, 6.3.11,

8.4.15
see also Statutory formula 

Steelworks, 7.5.12 
Struck with sterility, see Rateable

occupation, Beneficial occupation 
Stud farms, see Exemptions and reliefs,

Stud farms
Surrender and renewal, see Rent, Unsuitable 
Swimming pool, 6.6.5

Taxation principles, 12.3, 12.6, 15.2, 15.3, 
A196-198, A202-204, F245-247

Ability to pay, 15.3.2, 15.3.10, 15.3,12,
A203

Equity, 15.5.2 
Horizontal equity, 12.3.3, F245

Vertical equity, A203, F245 
'Fair', 12.1.3, 12.6.1, 15.3.14, 15.5, A197 
Local democratic accountability, 12.4.3,

12.4.5-6, 15.4.2-4, A198, A202, F247 
Tax avoidance, 12.3.4 
Tax evasion, 12.3.3-4 
'Wealth', 12.3.8, 12.3.10-11, 15.3.10,

15.3.12 
Tenant, 3.2.43, 5.3.3-4, 5.3.6-9, 5.3.14,

5.3.18,5.4.18,6.5.5 
see also Hypothetical tenant 
see also Occupier, 

Tender rent, see Rent, Unsuitable 
Tone of the list, 5.4.44, 6.2.3, 6.2.19, 6.3.17,

6.5.31, 6.7.7-8, D221-223, G251 
see also Valuation date, 

Transitional arrangements, 2.4.47, 4.2.1, 
4.6.2, 4.6.4-16, 4.7.4, 4.8.17, 9.13.7, 
10.2.3, 10.3.1, 10.15.1, 12.5.1-2, C215 

Certificate of value, 9.11, 9.13.7, 10.2.3,
10.3.1, 10.15

see also Exemptions and Reliefs 
Trinity House property, see Exemptions and

Reliefs 
Turnover rents, see Rents, turnover

Uniform Business Rate, 1.1.2, 1.2-8, 
2.4.10, 3.1.1, 5.1.1, 5.2.2-3, A195

City of London, 1.6.3, 1.6.6
Collection and payment, 1.7, 1.8.5, 2.4.7, 

11.1-2, C214-215, C217-218
Criticisms and reform, 1.10.10-11,4.7, 

6.3.3, 6.3.15, 12.1-6, A195, C214-219
England, 1.4.3, 1.4.5, Table 1.3, 1.7.2-3, 

8.1.3, 12.4.12
Fixing, 1.4.5, 1.6,5.2.3, 12.4.3
Harmonisation, 1.4.3, 12.4.12, C214
Inflation, 1.6.1-2, 1.6.5, C215
Introduction, 1.3.2, 1.4.11, 1.10.6, A195
Level of rate, 1.2.7, Table 1.3, 1.4.5-6, 1.6
Liability, 1.8.5, 2.1.1, 2.2.1-3, 2.3.48, 

2.5.1,3.2.6,4.1.1,5.2.1-2,8.1.1-2, 
8.2.5-6, 8.3.3, 11.2.2, C215-216 
see also Occupied rate liability 
see also Unoccupied rate liability,

Overpaid, 11.5.2
Rent ajusted for, 6.4.23-26
Scotland, 1.4.3, Table 1.3, 12.4.12, C214, 

C216
Wales, 1.4.3, 1.4.5, Table 1.3, 1.7.2,

8.1.3, 12.4.12 
Unit of Comparison, 6.4.13, 6.4.60-61,

7.4.1,7.3.4
Unoccupied rate liability, 1.4.6, 1.5.1, 1.5.4, 

2.1.4,2.4,2.5.7
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'Owner' defined, 2.4.5
Charging provisions, 2.4.3-5, 2.4.9-11
Exemptions, 2.4.16-18, 4.1.1
Mothballed factories, 2.4.20, 4.3.29
see also Owner
see also Uniform Business Rate, Liability

Vacant and to let, 5.3.28, 5.4.6-7, 5.5.4,
7.5.2 

Valuation date, 5.1.2-3, 5.4.13, 5.4.31,
5.4.38-45, 5.5.7, 5.5.9, 6.2.10, 6.4.16,
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Ad Valorem Property Tax: 
Issues of Fairness and Equity
William J. McCluskey, Frances Plimmer, and Owen P. Connellan

Overview
This paper reports on the progress of an international 
research project sponsored by the Royal Institution of 
Chartered Surveyors (RJCS) Education Trust into the 
efficacy of market value 23 a basis of assessment for the 
taxation of landed property. The paper examines criti 
cally the inherent principles of property taxation, in 
cluding the bases on which such taxes are normally 
levied. and identifies the need for devising a standard 
against which property taxes can be measured and 
promoted so as to achieve both the acceptability and 
approval of taxpayers. As the first output of the cur 
rent research project, and siven the nature of this 
work, this paper concentrates on important matters of 
property tax policy. The next phase of the research 
will investigate from an international perspective the 
nature of local property taxes in terms of fairness, eq 
uity, and benefits.

This need for acceptable criteria for tax bases is 
identified within a broader debate about the relative 
merits of the three main tax base systems—annual 
value, capital value, and site value—and takes into ac 
count historical, economic, and social developments.

William J. McCluskey is a senior lecturer in real estate, 
University of Ulster, Northern Ireland, United Kingdom; 
Email: WJ.McChiskey@l~lst.ac.uk. Frances Plimmer is 
a reja'er in real estate, arid Owen P. Connellan is a research 
fillou; University of Glamorgan, Wales. United Kingdom.

The ratements made or views expressed by authors in the 
Assessment Journal do not necessarily represent a policy 
po-sirion of the International Association of Assessing Of 
ficers.

The use and application of an ad valorem tax raises a 
number of interesting theoretical and practical ques 
tions pertaining to the basis of a property tax. Inter 
national experience suggests the relevance of all ap 
proaches, and it seems that different societies may find 
certain criteria more acceptable than others.

The paper concludes with a review of the future de 
velopment of the research, which aims to establish cri 
teria of perceived fairness from the point of view of 
property taxpayers around the world and to identity a 
set of evaluative ractor parameters upon which the op 
eration of a property tax system can be objectively and 
efficiently measured.

Introduction
The program and method underlying the research 
were described by Connellan and Plimmer (1996), 
who also identified the need for international coopera 
tion. This paper begins with an overview of the gen 
eral theory of taxation by examining the principles of 
ability to pay and benefit taxation in systems of local 
o-overnment finance. Given that for local authorities
O

the main sources of revenue are property taxes and 
user charges (notwithstanding the relative importance 
of local sales raxes and income taxes), we attempt to 
establish the balance in local government finance be 
tween collective benefit and individual benefit. XTe 
then continue to deal critically with the inherent prin 
ciples of real property tax, including the purposes for 
which such taxes axe levied, and pose such questions as 
what is "fairness" and "acceptability'' from the 
taxpayer's point of view.

Finallv, we describe how the research aims to con 
tinue the elicitation of the best criteria on which :o
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base landed propeny taxes, having regard to evolving 
historical, economic, and social standards, as reflected 
by the perspective of the taxpayers within the different 
kinds of systems being investigated.

Theories of Taxation
Within the well-established literature on taxation two 
main theories of taxation have been developed: the 
benefit theory and the ability to pay theory. Their ori- 
ffins go back several hundreds, if not thousands, of 
years and although diey have been modified and 
elaborated over time the basic concepts have remained 
the same.

The benefit theory originated from those earliest 
times when public or local expenditures began to be 
financed by taxpayers who were considered to derive a 
direct and measurable benefit from them. Whether the 
revenue required was to provide for sea defense, forti 
fications, or the maintenance of roads, the customary 
measure of assessing payment was based on those 
properties whose owners actually received a benefit 
from the expenditure in terms of protection of prop- 
em' rights or increases in values. Ir has been suggestedi •tJ *—C?
that only a fiscal system, whether local or national, de 
rived from benefit principles can be allocated opti 
mally. There is a "worth theory," which is based on 
the principle that if taxpayers pay tor each public ser 
vice an amount equal to their individual evaluation of 
the marginal benefits they receive from the service, 
then die total taxes collected from all taxpayers will 
represent a measure of the worth or those public ser 
vices. This idealized system of worth would thus de 
termine both the level and structure of public expen 
diture and die level and distribution of taxation. In 
reality few, if any, fiscal systems come close to satisfy 
ing diis doctrine of allocative efficiency. One of the 
central problems of this ideal is that there is no way in 
which policymakers can determine accurately an 
individual's evaluation of public services. The determi 
nation of die marginal benefits received by any indi 
vidual is clearly a daunting, if not impossible, task. In 
deed, individuals themselves may not be able to 
evaluate these benefits, because of potential distortions 
due to lack of comprehension, apathy, ignorance, or 
irrationality. There is also the separate question of 
whether such an assessment of worth would cover the 
cost of providing the sendee.

However, in recent years the main thrust of the ben 
efit theory has regained some support. It can be ar 
gued that in the long run, the majority of people in a 
democratic society will not be prepared to tolerate a 
«scal system from which they do not benefit directly, 
flie willingness to pay specific taxes or charges for

specific benefits is dierefore indicative of the society's 
preference for a role in public expenditure decision- 
making (Trotman-Dickenson 1996). Clearry the ap 
plication of user charges widiin a system o: local gov 
ernment finance increases the visibility of the payment 
in terms of die service received and direcriv encom 
passes the benefit theory.

On die odier hand, the ability to pay theory is based 
on the proposition that on die grounds of ecuity and 
expediency, taxpayers should contribute to the finance 
of both local and central government according to 
dieir means. Ability to pay must therefore be con 
strued in a financial manner. However, there are a 
number of measures of an individual's ability to pay, 
and an analysis of ability to pay must allow mat in 
come and capital are derived from a variety o: sources. 
Therefore, what is required is a measure o: relative eq 
uity or equality of sacrifice.

Taking England as an example, during the Middle 
Ages the abiiir.' to pay concept was based or. an assess 
ment of the total wealth of each taxpayer, rejecting 
bodi immovable and movable property. In 1601, the 
Poor Relief Act was passed, which in essence —as a re- 
distributive tax, whereby those owing properrv had to 
contribute in the form of a tax based on the value of 
this propeny to those less fortunate within ihe com 
munity, that is, for the relief of the poor. By 1S36, it 
was finally confirmed that persona! propeny --as ex 
cluded from such assessments, and clearly real prop 
erty has for many centuries formed an "accemble 
measure of ability to pay. However, there is ih.e issue 
of what comprises '"wealth." Because properry taxes 
need to be paid, generally, on a yearly or less ~sn 
yearly basis, "wealth" for tax purposes is almost invari 
ably defined as earned income. This, of course, raises 
the issue of die mismatch between the "wealth' which 
is taxed (that is, property) and the "wealth OIL which 
the ability to pay is direcdy based.

In terms of the financing of government, ir. r articu 
lar of local government, there are. from an interna 
tional perspective, three main sources of revenue: taxes 
(especially, property taxes), user charges, and central 
government grants. It is not die purpose of this paper 
to investigate the relationships between central and lo 
cal government in terms of redistribution, allocation, 
and efficiency. Suffice to say that a system in which 
functions are devolved from die center down to a local 
tier demands that revenue meet the costs of provision. 
As mentioned above, the sources available to a local 
o-overnment for raising diis revenue are somewhat re 
stricted. Fiscal autonomy for local government implies 
diat diere should be some discretion in the mecha 
nisms available for raising revenue. Accepting tha: ser-
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vices provided are extremely local in nature, account 
ability becomes a more pertinent issue. Linked to this 
is the need to allocate services efficiently and to target 
them for the collective good of the community. Fur 
thermore, the basis on which the goods and senices 
are costed is a decision grounded on, amongst other 
things, economic principles, political views, social 
need, and administrative feasibility.

Thus one or the important choices for collecting lo 
cal government revenues is to balance the benefit prin 
ciple with the ability to pay principle, which is not a 
particularly easy task. One of the primary aims of our 
research is to define how to achieve this balance. In an 
attempt to clarify this balance the following section of 
the paper will examine in turn the primary autono 
mous sources of revenue for local government, user 
charges and property taxes.

User Charges
It has long been argued that the provision of certain 
services (such as education, public health, and garbage 
collection) is best undertaken by a local tier of govern 
ment. The concepts of fiscal autonomy and account 
ability require local government to explore the means 
of raising revenue ro meet expendirares. Outside of in 
tergovernmental transfers and grams, local govern 
ment is often in a position where the fiscal balance 
sheer does not in fact balance, requiring it to raise the 
shortfall through pragmatic and innovative means or 
to reduce the level or quality of sen-ice. The choices 
that face government at the macro level are the intro 
duction of raxes or the more selective deployment of 
charges. The salient difference between charges and 
taxes is the presumption that taxes are mandatory, but 
user charge* are voluntary (Wagner 1991). This cat 
egorical distinction between charges and taxes appears, 
upon initial consideration, to be that charges involve a 
direct connection between making a payment and the 
receipt of a sen-ice. With taxation finance there is no 
such direct correlation between personal tax payments 
and services received, and this aspect of the property 
tax is often criticized.

Charges are, therefore, like market prices, in that 
those who use the sendee pay directly for them. An ad 
ditional difference is the presumption that taxes do 
not yield s. specific benefit to those who pay them, but 
charges are linked directly to beneficial consumption 
on the part of those who pay them. It is argued that 
charges improve both sen-ice production and sen-ice 
provision. Besides raising revenue, user charges are im 
portant fiscal devices because they can promote fair 
ness, ration scarce resources, and contribute to eco 
nomic efnciencv. Their most immediate appeal is that

of equity; those who receive public benefits pay for 
them and pay according to the degree of benefits re 
ceived. However, charges are not a panacea for local 
governments. Not all goods and sen-ices can in prac 
tice be provided through a charging system, nor would 
it be administratively possible to do so. It is highly un 
likely that user charges would be capable of raising the 
same level of revenue as the more traditional sources 
of revenue, such as property tax and local sales taxes.

The introduction of a charging system raises the 
question as to which type of goods and services are to 
be financed by user charges and which by taxes. From 
the perspective of local government, the principle of 
tangible versus intangible benefits would seem a rea 
sonable approach to a decision. More specifically, 
charges can be used where die government supplies 
services that are divisible and excludable. Technical 
sendees such as building permits and planning approv 
als are good examples in that the provision costs can 
be directly measured, the outcomes known, and the 
beneficiaries easily identified. Difficulties arise in the 
provision of such intangibles as social sen-ices, where 
the beneficiaries and outcomes are not always directly 
measurable and where equity and redistribute objec 
tives are the main motives. Even if the beneficiaries 
and outcomes were measurable, there may be exter 
nalities that cannot be allocated to the recipient of the 
sen'ice. Even if the recipient could be charged for the 
costs incurred or benefits received, the externalities 
might imply that the semce could be oversupplied or 
undersupplied from the point of view of society as a 
whole.

On the surface, user charges would seem :o be a 
straightfonvard way to implement die benefit prin 
ciple of public finance. However, despite this general 
applicability, the practical problem of the benefit prin 
ciple is related to the identification of beneficiaries and 
the ability to charge them directly for the use of the 
sen-ices. In essence, a theory of public choice has de 
veloped, whereby sen-ice efficiency is promoted 
through placing the cost of public sen'ices upon those 
who benefit from their provision. Although there may 
be important economic arguments for implementing 
charges, it is clear that in terms of revenue capacity, 
their practical impact is likely to remain relatively mi 
nor.

Real Property Tax
In this paper we leave on one side the taxation of per 
sonal property, which exists in some American states, 
and concentrate on real property as the main issue for 
our research. Like most other taxes, the real property 
tax has its advantases and disadvantages. These issues
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can best be isolated and examined in light of the prin 
cipal canons or criteria of a "good" tax. Important 
amongst these criteria are that the level of the tax paid 
should be related to the taxpayer's ability to pay, re 
flect the benefits received, provide a reliable and uni 
form yield, contribute to administrative efficiency, 
and be easy to understand. Historically, real property 
taxation oredated income taxation by several centuries 
simply because the holding or ownership of land rep 
resented a good index of ability to pay. Today, how 
ever, it is accepted that the link between ownership of 
property and ability to pay is more tenuous. Similarly 
the present property tax has no logical connection 
with the use and consumption of public goods. As 
Netzer "-966) commented, property taxes are poorly 
correlated or not coterminous with sen-ices to prop 
erty. However, adopting a different view, Mushkin 
and Eire : 1972) suggest that ir 2. levy is to be imposed 
that measures the benefits accruing from public activi 
ties, in SO.T.C cases, the most appropriate measure of 
that benefit is landed property value. It should also be 
remembered that historically, at least in the United 
Kingdorr.. propem- taxation paid for local authority 
services -.vhich were provided, a: least in parr, for those 
who could not afford to pay for them themselves. The 
principle or requiring those who have wealth to pay 
for sen-ices for those less advantaged is generally ac 
cepted within most democratic societies. The empha 
sis of the benefit principle neecs to be balanced 
against the practicality of improving the lot of the 
most disad-van caged to the benefit of even-one within 
society.

Land ar.c buildings represent die ultimate in a prop- 
em' tax bsse. According to Woolen- (1989) the fact 
that land is fixed in location and supply means that it 
offers as a basis of taxation elements of stability and 
neutrality that are not found in other tax bases. Al 
though a tsx on real property is no longer in any sense 
equivalent to a tax upon wealth, the special economic, 
legal, and tax status of property justifies its taxation 
(Youngmar. and Malme 1994). The propem- tax is 
well suited to its role of providing revenues to finance 
the activities of local government. Real property has a 
demonstrable link with local government areas, and all 
local government activities collectively affect the prop 
erties within the locality. To some extent, one could 
argue thar the property tax has a greater link today 
with the benefit theory of local taxation rather than 
"with the ability to pay theory.

However. Youngman (1997) pointed our that even 
the virtues of an annual (property) tax contribute to its 
unpopularity. The visibility of an annual tax billed in 
one or two installments definitely promotes taxpayer

Table T 

International Use of Tax Bases

Annual rental value Capital value Site value

Hong Kong 
Nigeria 

United Kingdom5 
France

Singapore 
Philippines

Malaysia
India

Zimbabwe
Ireland

Trinidad
Belize

St. Lucia 
Vanuatu

St. Vincent
Poland

Mauritius
Bermuda

Ghana
Norway

United States 
Brazil'- 
Mexico 

Indonesia
Japan 

Swede.". 
Canada

England &: \Vales
Portusal

Chile
Malawi

Namibia*
Cyprus

Switzerland
Austria
Finland

Germany
Netherlands

Jamaica 
Australia^ 

South Africa 
Kenya

Papua & New Guinea 
New Zealand 

Indonesia
Tanzania
Estonia

Denmark

1. Changed to capital V£LI; rrom annuaJ rental value.
2. The predomir.anr use := -::e value: how/ever. :he cirv :: Melbourne is 2.-. 

exccption. Local authorise: have the discretion to L—p.e.Tiem annual 
value systems.

3. The annual rental vslue i= a: present applicable only :: commercial 
property

4. In Namibia, the local authorities have the discretion :c select either 
improved capital value or site value

awareness and government accountability. It also en 
courages the worldwide shift to consumption-based 
taxes, which spare public officials the burden of vis 
ibility and accountability by being collected in myriad 
small transactions never summarized for the taxpayer. 

According to conventional wisdom, there are three
CJ

basic forms of ad valorem propem' taxation 
(McCIuskey 1991). The property tax may be levied on 
the annual rental value of the land and buildings, the 
capital %'alue of the land and improvements, or on the 
unimproved site value of the land. The annual value 
tax base may be seen as an attempt to tax the current 
yearly income from properties, whereas the capital and 
site value forms can be viewed as partial wealth taxes. 
Categorizing property tax systems into these three 
main types is an oversimplification and does not nec 
essarily identify all the possible permutations of sys 
tems. In a sense, each country evolves its own system 
through its cultural and social values, historical back- 
o-round, and political considerations. In addition, it is 
evident that in certain countries composite systems 
comprising both capital value and annual value are 
used, but not to any great extent. Table 1 provides a 
representative list of countries that use each of the tax 
svstems.
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Evaluation of Property Tax Systems 
System Choices
In any rational tax system, the total tax desired is first 
determined as a matter of fiscal policy. Then the rate 
of tax is formulated to ensure diat the amount of tax 
anticipated is assessed in an equitable manner and can 
be easily collected. Therefore, in dieory, as much tax 
as one desires can be raised from any properly admin 
istered system, whether based on capital values, annual 
rental values, or unimproved (site/land) values. The 
only real limiting factor is the taxable capacity of the 
economy and taxpayers. Therefore, the choice be 
tween the various systems may not in reality make a 
significant difference in practical terms for tax asses 
sors and tax administrators. But the tolerance of the 
taxpaying public is a vital ingredient which is often 
omitted from consideration. Who asks the taxpayers? 
Does it matter to them?

It is arguable that the unimproved/site value basis is 
most suitable for sparsely developed countries which 
have sufficient evidence or sales for vacant sites, but if 
sales transactions are few, the valuation would become 
hypothetical, with resulting problems in defending the 
assessed values. However, ".ere are some solutions be 
ing discussed for resolving these problems (Morch- 
Lasser. and Pedersen 1994:. Furthermore, the case for 
site value taxation can be pursued for more developed 
countries on moral and equity grounds, as well as ad 
ministrative feasibility (Lichrield and Connellan 
1979;. This will form pan or die investigation within 
our ongoing research.

For present purposes, the rollowing evaluation cen 
ters on die differences between the two other relevant 
bases: capital value and annual rental value. The 
choice between annual rental value and capital value 
as die base for die property tax is important from the 
perspective of whether potential future gains are tax 
able. When property is put to its highest and best use, 
which is expected to remain die most profitable use, 
then the current income will have a predictable rela 
tionship to capital value. When die current use of the 
property diverges from the highest and best use, dien 
the capital value would be largely unrelated to the ex 
isting income being generated. At this point, the 
choice between rental value and capital value as the 
base of the tax has significant implications for the tax 
payer, which can be interpreted into the difference be 
tween a tax on income and a tax on unrealized capital, 
that is, wealth.

Taxes based on capital value are frequently com 
bined with special provisions designed to protect the 
current use of properties where that current use is not 
the highest and best use. Notable examples are agricul

tural land on die urban fringe. Such current use pro 
tection effectively negates horizontal equity, die 
wealdi component of die tax, and its function as a dis 
incentive for speculative property widiholding or 
underutilization.

Relevant Criteria for Making Decisions
The evaluation examines a number of aspects relevant 
to deciding how to select the appropriate tax base. It is 
suggested that political credibility, administrative fea 
sibility, and public acceptability, rather than more ab 
stract economic arguments, should be die overriding 
consideration in choosing the property tax base. When 
the United Kingdom introduced the Community 
Charge (or PolfTax) in April 1990 (1989 in Scot 
land), public hostility and die degree of civil unrest re 
sulted widiin eight mondis in die decision to replace 
the system. The importance of public acceptability 
had been overlooked, and the government lost both 
revenue and political credibility. One of the purposes 
of this research is to investigate die extent to which 
taxpayer satisfaction is or should be a relevant criterion 
in all cases.

Tenure and Trcmsamon Data—It is logical that die 
choice of a property tax base should be direcdy linked 
to die land tenure system and die most common form 
of land holding. Because die ad valorem tax is based 
on property values : crucial to die assessment exercise is 
the predominant rorm of land holding and, related to 
diis, the basis on which property is transacted. Market 
evidence is central to the appraisal process, and infor 
mation on rents and sales is dierefore die direct evi 
dence upon which property is assessed. It is clearly a 
question of fact as to levels of transaction-based evi 
dence. It is important to consider die laws diat stipu 
late how propenv can be held by taxpayers and any re 
strictions imposed on its sale or transfer. It is also 
important that the number of transactions are signifi 
cant in quantity and representative across a significant 
range of property types.

Qualify of Data-—Whichever tax base is used, the 
quality of the data is extremely important if die data 
are to be of use widiin the assessment process. From 
die perspective of an annual value system, it is impor 
tant that the rents are freely negotiated, at arm's 
lengtii, and are in accord widi or can easily be adjusted 
to the definition of annual value for property tax pur 
poses. Rents that are subject to various forms of rent 
control significandy afreet die taxable capacity of die 
tax and affect the buoyancy of die system (examples of 
rent control affecting the validity of an annual value
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system can be found in England, India, and die Phil 
ippines). Rent control affecting only a small percent 
age of properties or a particular class of property will 
lave much less impact and can normally be dealt with. 

Equally there can be problems associated with capi 
tal value transactions, such as the underreporting of 
values, problems in identifying the legal boundaries of 
what has been sold, die identification of a taxpayer, 
and the lack of a land registry.

Dfjensibility of Assessments—An insufficient transac 
tion base would present difficulties because of the in 
ability to make an objective defense of assessments be 
fore an appeal tribunal. Comparable transactions are 
therefore critical to ensuring that horizontal equity ar 
guments are achieved.

Horizontal Equity-—"Equals should be treated 
equally." Horizontal equity depends basically on the 
assessments reflecting relative values and thereby en 
suring thst those who own or occupy properties of 
similar value pay similar levels or rax. Clearly, in those 
situations where rental values predominate this may be 
best achieved by an annual value property tax. Given 
that capital values art more volatile than annual values 
in general terms, it is possible to conclude that hori 
zontal equity can be maintained for a longer period 
ror annual values berore revaluations are required.

VerticalEauity—Together with horizontal equity, the 
principle of vertical equity is also important. Vertical 
equity means diat those in different financial situa 
tions pay different levels of tax. Once again, this is an 
issue which affects the taxpayir.g public, who needs to 
be able to see the equity of someone with a more valu 
able property paving more tax than someone with a 
less valuable property, regardless of the base on which 
that value is assessed. Vertical equity may need to be 
tempered at the lower, implicitly, poorer end of die 
scale, so that the poorest are protected from paying or 
perhaps from paying the same proportion of tax as the 
average taxpayer. Similarly, there may be an argument 
for taxing those at the opposite end of die scale at a 
higher rate, to avoid die criticism of regressiviry, 
which tends to be raised against a system in which ev 
eryone pays a similar proportion of die value of their 
taxable property.

Taxpayer Perceptions—Within any tax system, the 
concept of taxpayer understanding is important to die 
process of encouraging taxpayer acceptance. It is nor 
mally assumed that die rationale of a particular tax 
base needs to be easilv understood and of direct rel

evance to die taxpayer. An example of die lack of tax 
payer comprehension was the pre-1990 gross rental 
value system of rates in England for residential prop 
erty which had litde relationship to actual letting 
(lease) terms of what market evidence existed. How 
ever, had the basis been capital value dien taxpayer 
understanding would have been improved, as occurred 
when the tax base was altered to capital value for 
Council Tax purposes.

Valuation Administration—Administrative efficiency is 
potentially greater under an annual value system dian 
under a capital value system. It can be argued diat 
capital assessment is potentially more difr.cult in re 
quiring more technical expertise and would normally 
merit more skilled staff than a similar annual value 
system. A capital value approach requires more fre 
quent revaluations and more regular re-inspections of 
die properties due to the increased volatility of capital 
values. Although there has been no empirical research 
undertaken, it is suggested that there are more prop 
erty and locaiional characteristics that would have a 
greater impact on capital value than on rental value. 
Accepting the above, it must be said that initiating a 
mass appraisal system would reduce the administrative 
work load on both systems.

Taxation Eauirj and Fairness—The terms "equity" and 
"fairness" are often used synonvrnously in property tax 
literature; however, for our purposes a distinction 
should be made. V/oolery (1989) suggests that fairness 
pertains to the provisions of tax law and legislation, 
whereas equity is relevant to the administration of the 
tax law. Therefore, in context, rairness would relate to 
the legal treatment of different types of property, that 
is, the application of different tax rates to different 
kinds of property, entidement to exemptions, or tax 
relief schemes. Equity, on the other hand, is a measure 
of how well the property tax is administered and as 
sessed.

' It is a well-established criterion that equity in taxa 
tion takes two forms, horizontal—that isr everyone in 
the same situation pays die same amount of tax—and 
vertical—that is, every one in a different situation pays 
a different amount of tax- The degrees to which diese 
principles are or can be incorporated into any property 
tax system vary enormously. Nevertheless, a recogni 
tion of the principles of bodi horizontal and vertical 
equity are vital to the perceived equity of any landed 
property—based tax, and, dierefore, its social accept 
ability.

Ability to Pay and Market Value —The Standard on 
Property Tax Policy (International Association of As-
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sessing Officers [IAAO] 1997) describes property tax 
as providing, "balance and equity in the total tax sys 
tem by taxing the one element of ability to pay over 
looked by other state and local taxes. The property 
tax allocates the cost of government according to abil 
ity to pay as measured by property wealth" (2.2). But 
such a measure raises questions that are at the heart of 
our research. How appropriate is "property wealth" to 
modern public perceptions of ability to pay? How 
concerned is the public with "ability to pay" as de 
fined by "property wealth"? Are there other criteria 
with which the public is, or should be, concerned?

The IAAO recognizes that in modern society (pre 
sumably western democracies), the link between prop 
erty and wealth has become less obvious, with income 
considered the closest measure of ability to pay. The 
standard continues, "One has only to note the avail 
ability of loans that use property or equity in property 
as collateral to recognize that the link to wealth and 
ultimately to income still exists" (LAAO 1997, 2.2.3).

However, it is not clear who considers income to be 
the closest measure of ability to pay: whether it is the 
informed commentators or the taxpaying public. It 
should certainly be obvious that any tax liability 
should be met out of income, and the argument for 
taxing landed property, as at least one visible symbol 
of wealth, is well made. Having said that, it may not 
necessarily be obvious to someone who is committed 
to redistribution of wealth that tax liability should be 
met out of income. Although this may be an unpopu 
lar view at present, it is still a valid aim for the tax sys 
tem to be redistributive.

But, it is the statements about equity and fairness 
that have particularly interested us. The standard 
states that, "A market value standard is essential to 
achieving equity" (1997, 4), and later, "To maximize 
fairness and undersrandability in a property tax sys 
tem, assessments should be based on current market 
value of property. . . . Under a current market value 
standard, it is easier for the public to understand 
whether they are being treated fairly" (1997, 4.2; 
4.2.1).

Again, it is not clear whether these statements are 
presented as axiomatic or whether they aie supported 
by any kind of research, or whether it is the commen 
tators and experts on land taxation systems who ar 
rived at these conclusions. This reminds us of the need 
to be conscious of the importance in our research to 
consult and even enlighten the taxpaying public. This 
need was particularly highlighted in the United King 
dom by the Layfield Report (HMSO 1976), which 
identified public ignorance of the pre-1990 rating sys 
tem as one of its deficiencies, and this was a tax system

that had existed in substantially the same form since 
1925. Public ignorance of taxation systems (which, af 
ter all, tend to be complex in the extreme) means that 
the public is forced to rely on those who devise and 
operate the tax system and acknowledged commenta 
tors to provide them with both the assurance of equity 
and fairness and to alert diem to inconsistencies and 
unacceptable practices. The failure of the British Poll 
Tax was due, in part, to its simplicity—almost even- 
one could see the unreasonableness of its principles.

Taxpayer Acceptability—Our basic questions are: What 
does the payer of property taxes perceive as equitable? 
Is market value a part of the perception of fairness, 
and what are the other criteria? It may be that one of 
the major factors which affects the perception of the 
payer of property taxes is horizontal equin- (how much 
other people pay or do not pay), and that the size of 
the bill—irrespective of how that bill is calculated—is 
a major factor. A related question is, With whom does 
a taxpayer compare his or her tax liability? Is it one's 
immediate neighbor, others in the same street, others 
in similar properties within the same jurisdiction, or 
others in similar properties but located in different ju 
risdictions? If the latter, there is no reason why the size 
of the tax bill should be relevant, because we are talk 
ing about local taxes which can vary with local 
people's wishes.

The Council Tax in England is not in a purist sense 
an ad valorem tax: properties were not "valued" in the 
conventional sense, they were merely "allocated" to 
one of eight valuation bands, and there is no indica 
tion yet that a revaluation of properties will take place. 
Horizontal equity is suspect, nor is there any great de 
gree of vertical equity and, not surprisingly, the Coun 
cil Tax has been widely criticized as being inherendy 
regressive (Giles and Ridge 1993), more so than the 
rating system which preceded it.

Almost all the literature available on the British 
property tax system focuses on such traditional tenets 
of cost efficiency, certainty of yield, horizontal and 
vertical equity, progressivity and regressivity. The lit 
erature includes such words as "fair," "equitable," and 
sometimes "socially acceptable." But is anyone asking 
the taxpaying public what they want, what they per 
ceive as "fair" or "equitable" or "socially acceptable"? 
We know what they do not want—they demonstrated 
that quite clearly in the rioting on April 1, 1990, in 
London's Trafalgar Square. A poll tax is not socially 
acceptable in Britain in the 1990s.

There would obviously be a reluctance to suggest 
tliat the public be given direct control over the 
method of taxation. California's Proposition 13 has
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Table 2 
Guiding Precepts for Property Tax Systems

Criteria for evaluating property tax systems 
International Association of Assessing Officers

Uniformity
Neutrality

Harmony with social and economic policies
Public acceptance

Business and investment climate
Openness or transparency

Cost-effectiveness
Buoyancy

Balanced revenue system
Dedicated source of revenue

Local government autonomy and accountability
Administrative practicality 

Valuable fund o:~ ianc information

Principles for local government finance 
Institute of Revenues Rating and Valuation

Local taxes should b: related to ability to pay.
Local taxes should be easily understood.
Local taxes should be administratively efficient.
Local taxes should be difficult to evade and avoid.
Local taxes should bs impartial between one person ir.c another.
The "benefit" principle—those who benefit from locally-provided sen-ices should

make some contribution towards their cost and those who contribute towards
the cost of locally provided services should benefit in some way from them. 

Local authorities should be accountable, that is, locally determined expenditure
should be funded by locally determined taxation. 

Local government runctions should be determined within a clear co.istitutional
framework. This snould include a definition of the rishts anc responsibilities
of each tier of government. 

Central government grants should be used to narrow the sap between authorities
with differing resources and needs. 

Central government grants should be general rather than specific.

sho\vn that the public cannot be relied upon to pro- analysis against a criterion of public acceptability.
mice a system which balances the taxpaying obliga- 
rions in an objective manner. Proposition 13 estab 
lished (among other things) a l9~5-76 tax base for 
properties until they change ownership or undergo 
new construction, at which time a reappraised value 
becomes the tax base.

The overall effects of Proposition 13 are to 
introduce a. dichotomy between taxpayers, in that 
higher taxes are imposed on new property owners 
than on long-time owners. In the case or 
AW/:>7g-<rr v. Hahn (1992), in a dissenting judge 
ment. Proposition 13 was said to have created 
"the Squires," being a group of property owners 
who. having invested in California!! real estate in 
die 19~0s, "are amongst die most fortunate capi 
talists in die world." This position, ahhough vari 
ously challenged, has not yet been undermined 
and the sense of inequity and injustice persists. 
(Beaumont 1994)

As a corollary, which has significance for the aims 
and objectives of this research, die chrust of Proposi 
tion 13 and its subsequent history of litigation and
legislative amendments underline the inherent dangers and acceptability, 
and difficulties in tinkering with an assessment base to 
appease self-interested pressure groups.

The examples of commercial rating and the poll tax 
in the United Kingdom and Proposition 13 in die 
United States illustrate some of the substantial and

Since Adam Smith (17/6), it is almost second na 
ture for propem* taxation experts to list, describe, and 
discuss appropriate criteria, such as ease of collection 
and buoyant and high-yielding tax bases, as vital to a 
successful property tax. However, diere are criteria 
which are assumed to reflect the concerns or taxpay 
ers, such as equality of sacrifice, about which perhaps 
taxpayers should be consulted. Times change and rel 
evant changing social perceptions need to be reflected 
in propem- tax systems.

In this context it is salutary to list die various criteria 
recently propounded by leading professional bodies in 
the United States (LAAO 199/Jand the United King 
dom (IKRV 1997) as ideal or guiding precepts for 
property tax systems (see table 2).

This advice from two professional bodies in differ 
ent countries is largely contributed by technical ex 
perts using a wealth of background experience, and 
demonstrates interesting overlaps. However, we are 
committed to the task of further empirical research fo 
cused more on the social perceptions of taxpayers in 
different countries as to tieir understanding of their 
property tax system and their perception of its fairness

Conclusions
What this research proposes is to aim for identifica 
tion and presentation of a comprehensive range of cri 
teria to be applied to any landed propem- tax, based

———— -—•»• *>• h**bH>W AA*U*7h* «^V> iJ>p*»***- V** ——— -—— —— ——— —— —• — -————— ———————— —— *• ^ f* tt f* • niu' 11mied problems wirli the bases used for property taxa- on public perceptions of fairness and acceptabil-
tion. No doubt there are more. All of these provide ity." Such generally recognized criteria include eco-
scope for investigation within our research and for nomic, efficient, and effective administration of the
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property tax system, including the assessment process. 
Indeed, Beaumont (1992), in a consideration of opti 
mal property taxation, opines that the central issue is a 
problem that perennially challenges property taxation 
throughout die world: the perceived fairness of the 
property valuation system.

But the future development of diis research will cen 
ter on that question from the point of view of the 
property taxpayers around the world, and will attempt 
to identify a set of factors upon which the operation of 
a property tax system can be objectively and efficiently 
measured. In this we are reminded to take the same 
stance as Verbrugge (1997) when he declares that to 
make (property) taxation more accepted and accept 
able, die taxpayer must be regarded as a customer and, 
even further, that in all events the taxpayer has to be 
considered as a respected client, even in difficult cir 
cumstances.
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EXPLICIT VALUATIONS
AS A MEANS TO REPLICATE,
REPLACE AND/OR IMPROVE?

Professor Stuart Gronow
and 

Frances Plimmer

ABSTRACT
Research into the acquisition and representation of knowledge in respect of 
residential property valuation, urban regeneration, environmental issues in 
property investment appraisal and education and training for valuation are 
described and reviewed.

It is concluded that valuers must embrace the results of such research or 
be marginalised as a profession.

RESUME

Les recherches en Facquisition et la representation de la connaissance en ce 
qui concerne 1'estimation pour les proprietes domestiques, la regeneration 
des environs urbaines, les issues environnementals en l'estimation des 
proprietes d'investissements et I'education and la formation pour les experts 
immobiliers sont decrit et analyse.

Ce papier conclue que les experts immobiliers doivent embracer les 
resultats de ces recherches ou, sinon, leur profession sera present.

ZUSAMMENFASSUNG
In diesem Papier werden die Forschungsarbeiten zur Anschaffung und 
Vertretung von Kenntnis mit Bezug auf Wohnhausbewertung, stadtische 
Erneuerung. Umweltsfragen in Immobilieninvestitionsabschatzung und 
Ausbildung des Schatzers beschrieben und iifaerpriift. Es folgerte, daB 
Schatzen die Ergebnisse dieser Forschung annehmen miissen, sonst wird der 
Berufgafahrdet.

INTRODUCTION
An explicit valuation can be defined as one which is precisely and clearly 
expressed, leaving nothing to implication and being fully stated. It is openly 
expressed without reservation.
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The general perception within the property professions is that explicit 
valuations, appraisals, and/or models have been developed only in relation to 
investment properties, for example, Baum and Crosby (1995) and Mallinson 
(1997). In fact, they have been proposed for many different types of property and 
valuation, for example, hotel valuations (Menorca, 1993), Depreciated 
Replacement Cost valuations (Connellan, 1994), and as a Discounted Cash Flow 
Practice Standard in Australia (Boydell and Gronow, 1997). '

It is contended that all valuations or appraisals, for whatever purpose, should be 
explicit, with all the relevant information and the matters taken into account by the 
valuer clearly stated within the valuation statement.

This paper is based, in part, on the research at the University of Glamorgan into 
computer assisted approaches into appraisals and, in particular, into expert 
systems for residential property valuations which dates back to 1985.-

The establishment of an expert system for valuations requires the acquisition of 
valuation knowledge and the encapsulation of this in the system to be developed. 
This requires an analysis of what the valuer actually does, which is basically to:

• inspect the property and other relevant matters;
• extract, confirm and analyse comparable sale prices;
• adjust sale prices for noted differences;
• formulate an opinion of value of the subject property. (Mackmin 1994)

Whereas practically all valuers would agree that this is what they do, the 
detailed approach is much more difficult to define for each individual valuer and 
there is little consistency of approach as between valuers.

Thus, there is no widespread agreement as to what information is required in 
order to perform a valuation nor how that information is to be used in the valuation 
itself.

This is exacerbated by valuers not being able to explain what they do or being 
unable to do so, possibly because they are inarticulate or ignorant or ashamed of 
what they actually do. There is, of course, no history or tradition of valuers having 
to account for their process of valuation, except either in negotiation with another 
valuer or when presenting evidence at a legal tribunal, where the emphasis is 
likely to be on the appropriateness of the process under the circumstances or any 
negligence on the part of the valuer.

It is well-known in the field of professional knowledge that repetitipus nature 
of the experts' work results in tacit and spontaneous practices which are very 
rarely reviewed or reflected upon. This is what is referred to by Scott (1988) when 
he talks about the paradox of expertise. The more expert valuers become, the more 
difficult it becomes to articulate what they do. (Almond, 1997, Cutting Edge 

paper).
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Research into the articulation of the process of valuation has led to the 
development of computer systems for valuation and these have shown both the 
feasibility of such systems and in many cases also that an acceptable level of 
accuracy can be obtained.

In relation to the work at the University of Glamorgan, this has been described 
previously, see, for example, Jenkins and Gronow (1994); Almond et al (1997A); 
Almond et al (1997B); Gronow et al (1996).

This paper is more concerned with the knowledge acquisition process and 
whether the analysis of this process will result in computer systems which can do 
what the valuer does and whether this will lead to the replacement of the valuer 
and/or an improvement in what she/he does. At the very least it is concluded that 
the future education and training of the valuer will be redefined as a result of the 
development of such systems.

RESIDENTIAL PROPERTY VALUATIONS

Scott (1988) developed a prototype expert system for residential property 
mortgage valuations based on the knowledge of a single valuer. The system was 
subsequently demonstrated to other valuers for their comments. 

To develop the prototype it was necessary to define:
• what knowledge was used by the valuer;
• how it was structured;
• what decisions the valuer made based on this information; and
• what information was required to perform the valuations adequately. 

Two key concepts emerged:
• the valuer could establish small localised areas from which he drew 

comparable properties to perform the valuations; and
• the valuer typically had to make a valuation based on quite small amounts 

of less than perfect comparable evidence
This exercise forced the valuer to define his comparable selection criteria and 

the information he needed to record or access in order to value the subject 
property, as well as addressing any questions of "adjusting comparables" for 
differences and whether these should be allowed for individually or holistically.

Jenkins (1992) focused on the valuation of public sector dwellings for sale to 
sitting tenants. An expert system was developed to enhance a database, which had 
previously been established.

The knowledge acquisition process was based on an existing manual procedure 
and the collective knowledge of the six valuers employed in making the 
valuations. It was agreed by them that 60 attributes regarded as the most value-
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sensitive would be the basis for a value structure for the whole of the public 
housing stock for Cardiff, (a city of approximately 275,000 inhabitants) in Wales. 
Abase value was then agreed for each valuation area for the whole of the City and 
the adjustments which should be made to the base value for the different 
attributes. These were agreed as a result of meetings which, at times were "quite 
animated" (Jenkins 1992), as the valuers argued the merits of a particular 
approach, thus confirming that the introduction of systems would lead to the 
exploration of method.

The methodology for knowledge acquisition from multiple valuers has been 
further developed in relation to rating valuations of commercial properties in 
Malaysia, (Nawawi, 1998).

Scott and Jenkins' work led to detailed analysis of the level of data which 
needed to be taken into account for residential property valuations - a subject on 
which practitioners do not readily agree. Current practice focuses on data relating 
to the property itself and its physical environment but a far wider classification of 
attributes which can impact on value can be defined as shown in Figure 1.

This led also into a consideration of the inspection of the property itself and to 
what information should be given to the valuer in, for example, a valuation 
required for a mortgage on residential property. In the End of Award Report to the 
ESRC, (Gronow et al, 1996), one of the recommendations was that valuers should 
not be provided with the tentative sale price which in turn led to some interesting 
comments from practitioners.

Further work has also been undertaken in the use of Artificial Neural Networks 
for residential property valuation combining traditional valuation data with 
Census data. This has involved stratification of the housing market using a 
technique called the Kahonen Self Organising Map, (Lewis et al. 1998)

Daly, in building on the conclusions of Adair et al (1996) that there are 
statistically significant differences between buyers and valuers across most of the 
salient price/value influencing factors, argues that the real value of property is that 
which it holds for the purchaser and therefore purchaser decision-making is the 
most important research base, (Daly et al, 1997).

From these brief descriptions, it can be appreciated that the traditional 
education and training for residential property valuations which does not seem to 
be taking into account any of these relevant factors, must be at least questioned if 
valuers are to be seen to be at the forefront of their expertise by using the latest 
techniques and technologies.

URBAN REGENERATION

Current research by Slocorabe also involves the development of an explicit model 
for urban regeneration. Here the aim is to define ebest practice' approaches based
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on an analysis of case studies in South Wales. Whether such a model can be 
developed or agreed upon by those practising in the field is not the main issue 
which is emerging, but rather it is whether additional and specialist education and 
training must be undertaken to aid valuation surveyors for belter decision-making 
in urban regeneration.

ENVIRONMENTAL ISSUES

Turner's research led him to conclude that a new element of property investment 
risk was emerging, that of environmental risk. The literature review and empirical 
work undertaken showed that property investors should not only be concerned that 
the tenant could vacate the premises and leave the investor with no income flow, 
but also that the tenant could demonstrate poor levels of environmental 
performance (Turner and Gronow, 1996). Under certain conditions this could 
result in:
• the landlord facing criminal prosecution and/or civil liabilities for 

environmental damage which was caused by the tenant in the first instance;
• prevention of redevelopment to alternative uses which have lower tolerances 

of contamination;
• reduction in value due to the stigma effect of contamination; and

deterioration in the strength of tenant covenant.
As such, in appraising certain classes of properties, this new form of risk needs 

to be identified and allowed for, that is, quantified (Turner and Gronow, 1996).
This need for an explicit recognition of environmental risk was further 

advanced by Gronow (1998) in the argument that an explicit appraisal model was 
inevitable for contaminated land. It was suggested (ibid.) that what should be 
incorporated in such a model is as shown in Diagrams 1 and 2. However, it was 
also recognised that this was merely the starting point, because the variables to be 
incorporated would have to be based, at the very least, on reasonable estimates. 
These would include:
• the estimated costs of remediation and who should provide them - (the 

valuation surveyor, if not providing them, should at least be able to discuss 
their validity and accuracy);

• forecasting of future changes - rental, capital and cost growth, depreciation 
allowances and on what these are based; and

• the correct education and training base for the valuers.

EDUCATION AND TRAINING

The recognition by academia of the importance of explicit valuations is not a
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recent phenomena, see, for example, Greaves (1972). Up to that time valuers were 
educated and trained to produce an acceptable (or negotiable) valuation end 
product and to present their skill to the public in terms of the "Science and Art" 
definition of valuation. The public or feepayers seemed to be content with the 
service and had no reason to investigate further. Thus, valuers were educated in 
the basic knowledge which affects the value of land and buildings - law, 
economics, building constuction - and in the so-called traditional methods of 
valuation - an investment method (using an all risks yield), the profits method, the 
contractors test, the residual method and lip service to the direct capital 
comparison method for residential property valuation. 

What changed, particularly in the 1970's, was that:
• there was the recognition by certain valuers, for example. Wood, (1973) and 

Mackmin (1976) that the standard of valuation methodology was inadequate 
and that it was important (specifically, at that time, in investment valuations) 
that greater detail could and should be provided explicitly; and

• there was a demand from an increasingly sophisticated client-base for such 
information on which to make comparisons between different investment 
media. There also was the perception that if valuers did not provide such 
detail, the accountancy profession would do so instead.

However, it is, unfortunately, still true that in many cases, valuers, whilst they 
may be being educated are certainly not trained to provide explicit detail in their 
valuations.

Many valuers of tomorrow are, therefore, still trained to the "forty years man 
and boy" mentality which surely demeans the intelligence and status of both the 
valuation profession and the fee-paying clients who make decisions based on the 
valuers' reports.

The failure to articulate within a written report exactly what was done and how 
it was done is no way to promote a profession in the 21 st century with a potential 
client base apparently hungry for knowledge and increasingly familiar with the 
quantity and depth of detail which can be provided by the information 
superhighway and other readily available information sources.

The fact that the debate continues today demonstrates that explicit valuations 
did not and still do not meet with practitioner approval. For example, "....market 
value can only be arrived at by traditional techniques since these are the 
techniques used in the market" (Stracey, 1976) and ".... keep the theory out 
of ....valuation and let good practice and experience prevail" (Bingham, 1997).

But there are hopeful signs, for example, (Jones, 1997) "Greater transparency 
through more explicit methodologies will either be embraced by practitioners or 
imposed by others". He goes on to argue that investors, lenders and users have 
their own agenda and "their objectives and criteria must be capable of being
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evaluated ... by transparent, explicit and internationally transferable analysis".
Many of the ills of our profession are erroneously laid at the door of its 

educators but the failure to produce articulate professionals who are capable of 
and who are practised in and see the benefit of identifying the "what" and the 
"how" of what they do, can probably be blamed squarely on those who educate 
and train the next generation. That means both academia which produces the 
graduates and the employers who through their responsibility with the RICS's pre- 
qualification training ". . . turn theoreticians into practitioners" (Landor, 1997) 
must take responsibility for this blatant omission.
Academia is repeatedly told what the "profession" wants. Unfortunately, the 
profession does not know what it wants within the constraints of a degree course 
of three years duration, which is hardly surprising in view of the diverse nature of 
the professional activities of valuation surveyors and the varied requirements of 
their employers.

What the profession needs are valuers who can defend their "pitch", with 
confidence and with reliable, valid, defensible evidence and that means explicit 
valuations using modern tools and techniques each and every time. It also means 
looking at radical and inventive methods of teaching valuation, so that 
explicitness comes as standard with each valuation.

Research into Computer Assisted Teaching and Learning (CATL) by Jiang et al. 
(1996) has demonstrated an alternative approach to the teaching of valuation, 
which is based on a top-down principle. Instead of beginning with the bedrock of 
law, economics and building construction, building on to it valuation principles 
and developing all of this further into the detailed methods of valuation, the theory 
is reversed.

Students are presented with a detailed development appraisal (for example), 
produced within a hypertext computer program. They are able to question the 
program for detailed information about the "what" and the "how" and the "why" 
and, in that way, develop any existing knowledge base, knowing all the time the 
overall purpose and end result of the valuation. The program is able to identify 
levels of knowledge (or more importantly levels of apparent ignorance) and 
"guide" the student by remembering what has been learned previously. More 
importantly for the purpose of this paper, students are able to see the implications 
of all the relevant aspects of the valuation on the resulting figure and to discover 
for themselves (or to remind themselves) of the interaction between the 
underlying theories and the principles involved in a valuation.

•Having identified the problem, it seems that it is for educators to initiate the 
remedy and to promote the importance of explicit valuations for all purposes. 
What the professional institutions seem to be saying (e.g. Plimmer, 1997) is that 
they want graduates who can think and who can leam. The "toolbox" skills are 
less important. Regardless of what the profession says it wants, if that is what the
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profession needs, then the response from academia must be in-depth training in 
explicit valuations for all purposes because this is the only way to show what and 
how the valuer has thought about in each valuation and to develop the intellectual 
capacity of our profession to adapt to the unknown future of the property world.

CONCLUSIONS

Research into expert system development, artificial neural networks and 
consumer behaviour in relation to residential property valuations suggest that new 
skills will be required for such valuations and that the knowledge base is very 
different from that which traditional education and training is providing.

Likewise, studies into urban regeneration and environmental issues, for 
example, tenant environmental performance and explicit contaminated land 
appraisals, show that revised approaches to education and training must be 
reconsidered at the very least.

Again, education and training of valuation has been shown capable of being 
delivered through a CATL approach, reversing the traditional bottom-up starting 
point and improving overall understanding of the "what" and the "how" of the 
valuation process.

The development of explicit valuation approaches will certainly result in 
improvements as the analysis of what valuers actually do, and should do, is 
exposed and provided that the resulting education and training requirements are 
addressed.

Once again, it has been shown that many areas of valuation can be replicated 
by computer programs, particularly the more mundane. This will undoubtedly 
result in some valuers being replaced but the more astute will see this as an 
opportunity to enhance their advice to clients.

The more astute will hopefully include most of the valuation profession, as in a 
highly competitive market-place, those who ignore the developments and 
demands for explicit valuations will inevitably be marginalised.
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Abstract. This paper considers different means of achieving global free movement of surveyors by investigating 
experiences of harmonisation, the mutual recognition of higher education diplomas within the European Union and bi 

lateral reciprocity agreements negotiated individually between surveying institutions. The reasons for rejecting 
harmonisation of qualifications and reciprocity as potential solutions to the problem are outlined and the practicalities 
of adopting mutual recognition of professional qualifications considered. The importance of accepting the outcome

rather than the process of professional education and training is highlighted. It is contended that effective
communication between surveying organisations is essential in order to understand and respect the differences in our

profession, professional practice and underlying relevant cultural backgrounds if any system is to be successful in
achieving the "global surveyor" for the rapidly-evolving world-wide marketplace for the services of surveyors.

1. Introduction

There is no doubt that globalisation has affected the surveying profession for some tune. Many of our clients have had 
international interests for decades; many of our clients have been expecting professional advice about property and 
property-related activities hi other countries to be provided by international firms of surveyors, who are either 
demonstrably active and competent in other jurisdictions or who have "associates" who can undertake such work on 
their behalf. Currently, there is specific pressure from the Word Trade Organisation (WTO) to introduce regulations 
towards the liberalisation of trade (Enemark, 1999).

There is plenty of evidence of companies which, having identified an international market, have established a physical 
presence in another country, recruited locally-trained and qualified staff, and thereby achieved a balance of local 
expertise and parent company culture. Indeed, there is great value to the company, the employees and the clients, if 
the two ingredients (local expertise and parent company culture) can be successfully combined. More recently, highly 
publicised international mergers of firms of surveyors have taken place.

However, the opportunities for individuals to establish themselves in other countries are not so straightforward. The 
award of a professional qualification is not easily earned and it seems as if every country requires a different kind of 
professional education and training for their surveyors (refer, Gronow & Plimmer 1992).

2. Professional Education and Training
Surveying is a very old profession within the world and, while some of its constituent activities have relatively 
recently acquired prominence, the components of the process of becoming a surveyor (irrespective of the survey ing 
specialism) seems to be relatively standardised in many countries (Alien, 1995)

Thus, it is relatively usual for surveyors to undergo a period of professional education and training prior to acquiring 
their professional title. In some countries e.g. the United Kingdom and Australia, there are university courses at 
undergraduate level which lead to academic qualifications which, themselves, are accredited by professional 
organisations or recognised by state authorities. This period of academic study is complemented by a period of 
supervised work experience during which the trainee surveyor gains experience and is tested in various relevant 
competencies. Only once satisfactory academic and practice standards have been satisfied, is the surveyor granted 
professional status, which often involves or includes being admitted to membership of professional organisations.

It is, however, not unusual for various combinations of academic education and professional practice to be required. 
In France, for example, professional recognition of property managers (gdrants) is available to individuals who have 
either: an appropriate diploma (or degree); a lesser diploma (or degree) and professional experience; or professional 
experience alone (Gronow & Plimmer, 1992 at pages 31-32). Thus, there is a recognition within the state-awarded 
practising license that either suitable academic qualifications or an appropriate period and range of professional 
experience alone can equip an individual with equivalent professional and technical skills and knowledge.

http://geoinfo.cshn.hu/go/events/fig3/plimmer.htm 26/10/99
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Pre-qualification professional education and training provide a number of things:

(a) they provide technical and professional knowledge and skills, appropriate to the nature of the professional 
qualification and activities of the profession;

(b) they provide a basic range and level of both technical and professional skills from which post-qualification 
specialisms can be developed;

(c) (subject to the payment of fees and complying with other relevant criteria) they provide public recognition of 
standing by the award of a professional title, designatory letters, often including membership of a professional 
organisation, and other support services; and

(d) they provide a status within the broader professional community and society at large.

Of course, professional education and training does not end at qualification. There is an increasing recognition that 
professionals have a continuing need (and even duty) to develop and enhance their professional skills throughout their 
professional lives and post-qualification continuing professional development (CPD) is increasingly recognised as one 
of the criteria to be observed by all professionals, including surveyors.

It should be obvious from the above, that the responsibility for the professional education and training of surveyors is 
a tripartite responsibility, shared between the academic educators (who tend to provide the technical education and 
professional theory); the practitioner employers (who ensure that theory is put into practice and that necessary 
practical skills are enhanced) and the state or private institution (which provides the public recognition of 
qualifications, ensures standards and the professional focus, often for both pre- and post-qualificational continuing 
professional development).

Thus, while surveyors are the products of a variety of pre-qualificational education and training programmes, we have 
a large degree of commonality in the process required for qualification.

3. Globalisation of Services

There is no doubt that the market for the services of surveyors is world-wide. There is no human activity which does 
not involve the use of land, in its broadest sense, and, increasingly, our clients have international interests. Pressure is 
also being generated by the WTO which provides the framework for free trade in professional services (Enemark, 
1999) and surveying as a profession needs to respond.

There is, however, no one single surveying qualification nor is there one single pattern for qualification. However, 
surveyors are qualified (educated, trained and competent to practice) within national boundaries, but, in general, the 
nature and range of our respective qualifications are unclear to the rest of us. Nevertheless, it is evident that failure to 
respond to the global challenge to our profession will result in other professionals providing the services our clients 
require. This will be to the detriment of our own profession, the clients themselves (because if we are the experts in 
landed property, then no-one else can provide an appropriate level of expertise) and to the erosion of the quality of 
landed property and property-related services provided to the global community.

We need to respond to this challenge and ourselves devise the means to ensure global free movement, so that the 
process reflects the requirements of surveyors.

There is no one correct way for this global organisation to occur. There could be one single supreme organisation of 
which all surveyors are members and which provides a complete and common range of services, including 
professional education and training, ethics and practice standards, technical support, journals, Continuing Professional 
Development (CPD). Maybe such an organisation will one day emerge, but that day is, I suggest, not imminent. It is, 
of course, right that such an organisation, if it is to exist, should, hi fact, emerge naturally and not be artificially 
imposed by one or several large and influential national surveying organisations.

More likely is the development of international links between national associations of surveyors driven by such issues 
as the common need to provide standards of practice which can be implemented globally. Such international links 
must be based on mutual co-operation and understanding between the national surveying organisations and are 
facilitated by effective communications between ourselves. FIG itself demonstrates that these international links are 
achievable and have, hi fact, existed between surveyors for over a century. FIG is, therefore, proof that we can 
communicate with each other and, through communication, achieve a degree of international understanding.

Indeed, it is apparent that some areas of surveying e.g. geomatics, have developed a greater degree of international 
homogeneity than, say, property managers. The reasons for this are not important. But the outside world is moving too

http ://geoinfo.cshn.hu/go/events/fig3/plimmer.htm 26/10/99
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rapidly to allow the natural globalisation of surveying skills to continue at its existing pace.

What is important is that surveyors as a profession respond to the needs of our clients and the global public and 
provide a global service. It must mean that, as a profession, we should be able to work anywhere in the world, and this 
has implications for absolutely every professional service we offer and the way we perform our professional activities. 
However, in order to work anywhere, we need to be sure that our professional qualifications will be recognised 
globally and, to date, that is not happening. Until we have total freedom to practice world-wide, and that means 
recognition of our qualifications by other governments, professional bodies and by international clients, surveyors are 
not going to be in a position to respond to the global challenge.

4. Towards a Global Surveyor

One of the major problems in achieving a global surveyor is that there are many different kinds of surveyors, all of 
whom have an important role to play as professionals hi the measurement, assembling, planning, administration, use, 
transfer, disposal, development and redevelopment, and all financial aspects of landed property, including the 
management of the construction process (based on FIG, 1991 p. 9). The first step to achieving the global surveyor is, 
therefore, to recognise that we are in fact attempting to achieve several different kinds of global surveyors, who are all 
united hi their responsibility for "land" (defined in its broadest sense), in their level of professionalism and in their 
common goal to ensure the effective and efficient management of a highly finite and valuable resource on behalf of 
their clients and the wider public.

The British Royal Institution of Chartered Surveyors, for example, identifies seven different kinds of surveyors within 
its divisional structure, each of which has a separate pre-qualificational professional education and training 
programme. This structure is not replicated in other countries within the European Union (Gronow and Plimmer, 
1992) and it is unlikely that it is replicated hi other countries hi the world. Why should it be? All professional 
organisations developed their qualifications over tune (and continue to do so) to reflect the market (normally on a 
national basis) which then- members serve.

Thus, each country and hi some cases each professional organisation hi each country has developed its own 
professional groupings of professional activities and, derived from these, professional qualifications, which are 
normally based (among other things) on pre-qualification education and training, codes of conduct, professional 
indemnity and continuing professional development.

We must therefore accept that, in order to achieve the free movement of surveyors world-wide, we need to produce a 
number of different kinds of global surveyors, all of whom retain a common code of conduct, of ethics, 
professionalism, and probably a common pre-qualificational educational structure (e.g. three years tertiary 
professional education and a minimum period of supervised work experience), but who pursue different aspects of 
surveying activities (e.g. spatial information management, valuation, construction economics).

How then can we expect to negotiate a single professional qualification for surveyors? There are various options 
which have already been implemented hi order to achieve the free movement of surveyors within the world, but 
investigation of each of these highlights enormous practical difficulties.

4.1 Reciprocity Agreements

There are agreements reached between surveying organisations hi different countries under which appropriately 
qualified surveyors from one country can have their professional qualifications recognised hi another country. For 
example, hi response to pressure from its members, The Royal Institution of Chartered Surveyors has negotiated 
reciprocity agreements with the Appraisal Institute of Canada, The New Zealand Institute of Valuers and the 
Australian Institute of Quantity Surveyors, amongst others.

Each agreement was reached after a full and frank exchange of correspondence which establishing the essential nature 
of the professional education and training of surveyors leading up to membership of the representing organisations 
and also details of post-qualificational requirements. The terms of some of the reciprocity agreements require an 
applicant to undertake a professional examination hi an appropriate (normally law-based) subject, but all of them 
require a period of work experience, supervised by a member of the host surveying organisation followed by a 
professional interview.

However, this process is relatively slow to implement, highly selective hi terms of freedom of movement and (as 
implemented by the RICS) subject to review and/or abandonment.

4.2 Harmonisation of Qualifications

One of the choices to achieving free movement is to ensure that all surveyors have the same qualifications. This

http ://geoinfo.cshn.hu/go/events/fig3/plimmer.htm 26710/99
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means that they are required to follow an identical programme of professional education and training, to abide by 
largely similar procedures and practices and to lobby governments, clients and other interested persons to ensure that 
this qualification is recognised world-wide as being the appropriate one for surveyors.

For neatness and for uniformity, this solution is ideal. Every geomatic surveyor, for example, would follow a largely 
identical academic course in every university in the world which offers geomatic surveying qualifications. Every 
graduate undertakes the same kind of supervised work experience for the same length of time and supplements the 
academic learning with work-based skills - all broadly similar. Entry would be to a single qualification, subject to a 
standard requirement for codes of conduct, monitoring of professional conduct, continuing professional development 
etc. which would be undertaken in a uniform manner by each nation's surveying governing or representative body. 
This process is known as harmonisation of qualifications and there is logic behind such a theory. For a discipline 
which has a large technical base, harmonisation is particularly attractive.

However, the practicalities of implementing it are, if the European Union's experience is anything to go by, 
horrendous. Harmonisation requires that the rules which apply in one country apply in all of the others and, in 
advance of the drive to achieve the Single European Union (which was only really begun in earnest in 1982 (Plimmer, 
1991 at p. 46)), harmonisation had been the device for achieving the free movement of professionals hi Europe 
(Commission of the European Communities, 1988, paras. 61-63). Harmonisation involved detailed discussions 
between all of the (then) twelve member states to establish a European Standard for each profession, so that the same 
rules are acceptable and applicable in each member state. This led, inevitably, to much negotiation and delay.

For Architects, for example, harmonisation was achieved by the negotiation of a specific directive dealing solely with 
their qualifications (professional education, training and practice) and which means that anyone who achieves the 
education and training required of an architect in any of the Member States must be accepted as being professionally 
qualified to practice as an architect in any of the other member states. The Architects' directive took 17 years to agree, 
before being adopted in 1985. A directive for Engineers had been in negotiation since 1969 before being abandoned, 
in part because of the implementation of the EU's general system for the mutual recognition of professional 
qualifications (refer 4.3). In fact, sectoral directives within the European Union exist only for architects, dental 
practitioners, general practitioners, midwives, nurses responsible for general care, pharmacists and veterinary 
surgeons (DTI, 1988 p. 40). The importance of the sectoral directive is that anyone qualified, say, as an architect in 
any member state is able to perform that professional activity hi any other member state without having to undergo 
any additional professional education or training and, should an architect, educated and qualified in a mainland 
European member state apply to the Royal Institute of British Architects, the application cannot be rejected on the 
grounds of inadequate qualifications.

Thus, the harmonisation of qualifications which is implemented in the EU by sectoral directives permits free 
movement of professionals by requiring that professional education and training (and thereby qualifications) hi one 
member state be the same as those hi all other member states, with no further investigation. Obviously, if other 
requirements are imposed on members of that professional organisation, these too have to be met.

However, even with sectoral directives, there continue to be problems implementing then- terms. Inevitably, pre- 
qualification professional education and training (particularly if it is based on academic courses) is subject to periodic 
change and harmonisation requires that such changes are subject to renewed negotiation. It seems, therefore, that even 
when there are legal requirements to enforce the free movement of professionals between member states which have 
negotiated a common programme of professional education and training and also have a common and agreed binding 
legal, economic and social system, free movement of professionals between different countries is not assured.

As part of their policy to ensure that the single European market was irreversible, the European Commission decided 
that it could not wait for all professions to negotiate then- own harmonisation of professional qualifications and, I 
suggest, that if the European Architects' experience is anything to go by, neither can surveyors.

4.3 Mutual Recognition of Qualifications

The system which the European Union decided to adopt was mutual recognition of professional qualifications, based 
on certain assumptions and principles. These are firstly that of "recognition ... of the essential equivalence of the 
objectives of national legislation" (Commission of the European Communities, 1985, para. 63) and therefore of the 
principle of the comparability of university studies between member states (op. cit. para. 93). The second principle on 
which mutual recognition is based, is mutual trust between member states.

Thus, unlike harmonisation, mutual recognition does not mean that all rules are the same hi all member states. Mutual 
recognition means accepting the standards which are the norm in all the other member states hi the Union and the 
principle relies heavily on the political willingness of member states to respect the principle of free movement across 
technical barriers.
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Mutual recognition was implemented by a general directive (European Council, 1988) which came into effect on 4 
January 199land applies to all professions for which a sectoral directive does not exist. It applies, therefore, to 
surveyors.

Mutual recognition of qualifications, as implemented within the EU, permits free movement of professionals provided 
that the applicant:

(a) holds a diploma which gives access to the profession, if the profession is regulated in the "home" member 
state; or

(b) holds a diploma (which does not give access to the profession) and has practised the profession for two 
years, if the profession is unregulated in the "home" member state.

Thus, for the EU, mutual recognition applies only to practitioners who hold a specified qualification at post-secondary 
academic education (refer Plimmer (1990) and Plimmer (1992) for details of the terms of the Directive). Similarly, the 
EU Directive also recognises that its provisions only apply to "corresponding professions" i.e. a profession in another 
member state which includes a substantial number of the professional activities comprised in the profession in the host 
member state. Thus, it is necessary to ensure that there is a substantial degree of commonality between the 
professional activities of any "profession" if the terms of the Directive are to achieve mutual recognition.

Provision is made within the Directive to permit additional work experience, where the length of pre-qualification 
training received by the applicant is less than that required by the host member state and, more importantly, to permit 
an adaptation mechanism, where the nature and content of the professional education and training of the applicant is 
deficient in some significant respect from that required by the host member state (refer Plimmer (1990) and Plimmer 
(1992)).

Thus, it is possible for an Italian building surveyor to demonstrate to the RICS that appropriate professional skills, 
which are not required of a building surveyor in Italy, have been acquired for working in the UK.

4.4 Suitable Route to World-Wide Qualifications

Each of the three methods for enabling professionals to practice hi other countries which have been described above 
has inherent problems.

Reciprocity agreements tend to operate for the benefit of surveyors in no more than two countries which tend to have 
very similar surveying professions. They are (by definition) negotiated on an individual basis, and their influence, as 
providers of global free movement, is, therefore, severely restricted. Nevertheless, they demonstrate that free 
movement can be achieved to a limited extent when like-minded professional organisations have an incentive to 
provide access to each other's professional qualifications for their members. The principles of accessibility and the 
willingness of surveying organisations to come to such agreements are, therefore, demonstrated.

Harmonisation hi theory is ideal, but in practice is a tortuous and lengthy procedure. Partly because there are so many 
different kinds of surveyors, some of whom have expertise which their counterparts in other countries perceive as 
belonging to another kind of surveyor or other professionals or which are not practised at all. The issue of 
"corresponding professions" i.e. a profession in another country which includes a substantial number of the 
professional activities comprised in the profession hi the host country, is a major problem. Harmonisation has another 
inherent problem hi that it is based only on the nature of the pre-qualification professional education and training as at 
one point hi tune. Thus, any changes to the pre-qualification process proposed subsequent to the initial agreement 
must also be the subject of negotiation. It is suggested that surveyors cannot afford to spend tune negotiating and then 
renegotiating the harmonisation of all of the routes to professional qualifications for all of the various kinds of 
surveyors to be achieved.

However, the principle which underpins mutual recognition (which, hi the EU has imposed by legislation, and is 
directed at all professions for which a sectoral directive does not exist) is attractive. It does not reflect any particular 
requirements or specific needs of any particular group. The tune-scale required for its implementation within the EU 
was, inevitably, short and its implementation has been hampered by some very major problems, some of which are 
inherent in the whole principle of imposing free movement of professionals using a legislative device rather than by 
agreement at professional level and some of which are less technical hi nature.

The analysis of the above three possible solutions highlight some important issues for any system designed to achieve 
the global surveyor:

1 - there should be a recognised need for the process to occur. In the case of reciprocity agreements, members of the 
surveying organisations lobbied for their implementation; in the case of the EU's mutual recognition directive, 
the drive came from the European Commission; the need for surveyors to respond to the increasingly global
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marketplace has already been demonstrated;

2. dialogue and understanding of professional issues are vital. In the case of harmonisation, negotiation took a long 
time, but the range of issues to be agreed between the (then) twelve EU countries was vast. In the case of 
reciprocity agreements, confidence in the practice and procedures of other professional organisations could only 
be achieved through efficient and effective communication;

3. despite the best of intentions, despite the force of law behind the process, problems can remain, unless all of the 
parties involved have mutual trust and a thorough understanding of each other and their respective practices and 
procedures.

If the free movement of professionals world-wide is to be achieved efficiently and effectively, I suggest that, based on 
the experiences outlined above, the process to be adopted is the mutual recognition of professional qualifications. 
This should be undertaken at the level of professional institutions and not be introduced with the force of government, 
and the whole process should be underpinned by effective and efficient communication between organisations which 
recognise, both the areas of professional activities undertaken by their members and the quality of the output of each 
of these organisations' professional qualifications. Indeed, the WTO is seeking co-operation and involvement with the 
international professional bodies in professional services (such as FIG) for the establishment of mutual recognition 
agreements or bi-lateral agreements in order to achieve free trade in professional services (Enemark, 1999).

There is an attraction in developing and extending the principle of mutual recognition of professional qualifications. 
Mutual recognition allows each country to retain its own kind of professional education and training because it is 
based, not on the process of achieving professional qualifications, but on the nature and quality of the outcome of that 
process. Mutual recognition assumes an appropriate process of pre-qualificational education and training and 
encourages dialogue between professional organisations in each country in order to investigate the nature of the 
professional activities undertaken, professional qualifications and the details of pre- and post-qualification education 
and training. It therefore concentrates, not on the process of qualification, but on the outcome of that process.

In other words, it does not matter how individuals become qualified in their own country, the important fact is that 
they ARE qualified. The secondary issue to investigate in order to achieve free movement is: in what professional 
areas are they qualified? i.e. what kind of surveyor are they and, therefore, for what kind of professional activities are 
they qualified?

It is suggested that this concentration, not on the process of qualification, but on the outcome of the process of 
qualification is one which should be emulated by surveyors in the system which they adopt.

5. Communication between Professional Organisations

FIG is proof that professional organisations which represent surveyors can work together, can represent the interests 
of surveyors with international external organisations and ensure efficient and effective communication to the mutual 
benefit of all. However, what is being proposed by the global market place for the services of surveyors will demand a 
much greater rapport between surveyors from different countries and from cultures.

We have already established within FIG, through over a century of communication, that there is nothing wrong with 
doing things differently, provided that certain standards, such as the highest quality of service and professionalism, are 
maintained. It is axiomatic, therefore, that different does not mean inferior or wrong and it is proposed that the basis 
for any free movement of surveyors should be achieved on the basis of the outcome of professional qualifications, 
rather than on the process of achieving professional qualification.

However, it is recognised that we are all products (to a greater or lesser extent) of our national and professional 
backgrounds and the various cultural influences which affect how we work and why we undertake our professional 
activities in the way we do. In order to achieve any kind of dialogue, these differences, particularly those in 
professional practice, and those which affect inter-personal relationships, need to be investigated, understood and 
respected.

5.1 Language

The most obvious difference which divides us all is language, but access to learning different languages is normally 
dependent on individual opportunity and effort, and, initially, on national primary and secondary education systems 
which can provide either a very positive or rather negative lead. Language skills are, however, vitally important to 
permit international communication and genuine understanding of the rich variety of professional and personal life 
styles.

5.2 Cultural Differences
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However, there is also the matter of culture which permeates our national or regional society and which comprises a 
series of unwritten and often unconscious rules of conduct, professional practice and of perceiving relationships. 
Failure to understand and observe the cultural norms of other people can result in confusion, hurt and, at worse, 
perceived insult, and there is evidence that culture divides us, both as individuals (as the products of our nation's 
upbringing) and also as surveyors (as the products of our professional background).

Trompenaars and Hampden-Turner (1997), in a work which illustrates that many management processes lose 
effectiveness when cultural borders are crossed, describe the nature of specific organisational culture or functional 
culture (pp . 23-4) as "... the way in which groups have organised themselves over the years to solve the problems 
and challenges presented to them." Based on the historical and original need to ensure survival within the natural 
environment, and later within our social communities, culture provides an implicit and unconscious set of assumptions 
which control the way we behave and expect others to behave. Thus, "The essence of culture is not what is visible on 
the surface. It is the shared ways groups of people understand and interpret the world." (op. cit. at p. 3), and as 
surveyors, although we all perform similar functions and provide similar services to our clients, we achieve these by 
different means.

This paper contends (as do Trompenaars and Hampden-Turner (1997)) that the fact that we use different means is 
irrelevant. What is important is that we perform similar functions and provide the services professionally (efficiently 
and effectively) and to the satisfaction of our clients.

However, to develop the investigation further into the global surveyor, cultural differences need to be recognised, in 
order to understand and accept that surveyors in different countries have different perceptions as to the nature of 
professional practice and the routes to professional qualifications.

For example, it is not unusual in the UK for properties to be valued by surveyors who are also estate agents. They are 
able to use their market experience of sale prices to advise, for example, on property valuations for balance sheet 
purposes. If required, they are capable of appearing hi court as expert witnesses on matters of property valuation. In 
France, such a grouping of professional activities does not exist. The estate agent's role is considered totally 
incompatible with that of the expert witness. There is nothing inherently wrong with either of these ways of 
undertaking professional activities. The French system developed independently of the British system, each in order to 
meet the needs of their societies over time and each has continued (because these systems of agency and valuation in 
both Britain and France work) ever since. Difference is not wrong.

However, this has implications for the free movement of professionals, because the ability of a French valuer to come 
to Britain and be recognised as professionally qualified to undertake the full range of professional activities of a 
British valuer without additional professional education and training is limited by this cultural background.

There are other such discrepancies between the professional activities undertaken by different kinds of surveyors in 
different countries, with some kinds of surveying activities demonstrating a greater or lesser degree of international 
commonality. Remember, that there is nothing wrong with difference, it merely has to be recognised and 
accommodated within whatever system is devised for the creation of the free movement of professionals.

5.3 Culture of Surveyors

There is an additional cultural problem we face and there is evidence to suggest that it affects us all. This is our 
apparent inability to articulate explicitly the fundamental basis on which our professional knowledge rests. Where 
daily problems are solved hi such obvious ways "the solutions disappear from our awareness, and become part of our 
system of absolute assumptions" (Trompenaars, & Hampden-Turner, 1997 at page 23). Attempts to explain these 
solutions can provoke confusion or irritation (op. cit.).

Like our national cultural characteristics, such professional culture "is beneath awareness in the sense that no one 
bothers to verbalise it, yet it forms the roots of actions." (op. cit.) It has been described by Scott, (1988) in his 
investigation of an expert system for valuation as "the paradox of expertise. The more expert valuers become, the 
more difficult it becomes to articulate what they do." As surveyors, the assumptions which underlie our professional 
culture and which invariably encompass our pre-qualification professional education and training must be fully 
explored and recognised. Professional culture must not be allowed to impede the efficient and effective 
communication which must underpin any system which achieves international recognition of surveying qualifications.

6. Conclusion

However we do have a number of very real advantages to achieving the free movement of surveyors. Firstly, it is 
something which as a group, we have recognised is important, and FIG has established a Task Force to consider ". . . 
a framework for the introduction of standards of global professional competence .. " looking specifically at mutual
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recognition and reciprocity, in order to "... develop a concept and a framework for implementation of threshold 
standards of global competence in surveying." (FIG, 1999).

Secondly, we have a proven record of being able to negotiate international standards of professional practice. For 
example, the creation and adoption of the so-called Blue Book of European standards of valuation (refer, for example, 
Armstrong, 1999) has created a uniform standard for valuation practice within the region of Europe. The creation of 
the so-called Blue Book is the result of decades of international negotiation by valuers and has, inevitably, been the 
subject of up-dating and amendment. Nevertheless, this demonstrates that such agreements can be achieved and that 
the "paradox of expertise" (Scott, 1988) can be addressed.

Thirdly, we have a universal definition of "surveyor" (FIG 1991) which is capable of being up-dated to reflect 
changes in the evolving nature of our professional practices and skills. We may group these professional skills in 
different ways in different countries, we may use different terms to describe our skills, we may have greater need for 
particular lands of surveying skills hi some countries compared to others, but, broadly, as surveyors, we have a very 
clear idea about what services we offer to the public and our employers.

What we do not have is:

(a) a uniform system of pre-qualificational education and training;

(b) universal state recognition of our professional qualifications (e.g. the British surveying qualifications are
granted and controlled by sub-state-level professional organisations, whereas the professional qualification in 
France derives from a state practising licence, the carte professionnelle); nor we do not have

(c) the full range of surveying skills recognised and practised as separate professions throughout the world (e.g. 
the skills of the building surveyor (being defined as the planning and implementation of the repair, 
maintenance and refurbishment of existing buildings (Plimmer, 1996) are not recognised as a separate 
profession hi all EU member states).

Nevertheless, if we concentrate, not on the process of becoming a qualified surveyor, but on the outcomes of that 
process, then the above cease to be any real barrier to the free movement of professionals. Mutual recognition, either 
as a profession world-wide or on a more selective reciprocity basis, becomes simply an issue of investigating the 
competence of qualified individuals to perform the surveying tasks undertaken in other countries.

It is contended that no attempt should be made to impose a uniform system of professional education and training on 
surveyors. It has been demonstrated that such harmonisation is a lengthy and detailed process which continues after 
initial agreement has been reached, as the profession develops. Free movement should be achieve by respecting the 
outcome of the professional education and training processes throughout the world and by considering the nature and 
level of competence of surveyors rather than the process through which they achieved their skills.

It is axiomatic that different does not mean inferior and we have all developed our professions along historical and 
cultural lines which have worked for us in the past and which continue to work for us today. It must be recognised that 
we can achieve the same ends (free movement of professionals) by respecting and not disrupting or replacing existing 
professional educational processes which are based largely on our own historical cultural values and national 
requirements.

Understanding of and a respect for the cultural norms and values of both the individual professional and the countries 
in which the professional activities are to be performed will ensure that any barriers to free movement are minimised 
and that we are all free to develop our profession in ways which best reflects the needs of our members and our clients 
within a global marketplace.

Inevitably, one of the essentials to achieving the free movement of professionals is the recognition and acceptance by 
our clients of our particular skills, but that is more of a promotional exercise, not of "internal" restructuring.

Through the forum of FIG, surveyors have demonstrated a will to provide the professional services for the global 
marketplace. We now need to communicate effectively hi order to develop the understanding of post-qualificational 
professional practice and standards on which mutual recognition can be based within a global marketplace for our 
services.
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Infbrmation Technology for the Education 
and Training of Valuation in China - An 
Empirical Study (with L Jiang, S. A. 
Gronow, P. R. Hibberd), National University 
of Singapore and the American Real Estate 
and Urban Economics Association, April 
1995.
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agree that the contributions made towards each paper is, as indicated below:

Paper

Is Market Value a desirable basis for property 
taxation? Conference paper for the European 
Real Estate Society in Belfast, Northern 
Ireland, June 1996.
Landed Property Tax- the best of all possible 
worlds? (Conference Paper for The Royal 
Institution of Chartered Surveyors' Cutting 
Edge, Dublin, Ireland, September 1 997 and 
published on 
httD://www.rics.orq.uk/research/conferences/
cutpdf/plimmer.PDF
Ad Valorem Property Tax: Issues of Fairness 
and Equity (Refereed paper published in the 
journal of the International Association of 
Assessing Officers, May 1998)
Taxation of Landed Property- Fairness to the 
Taxpayer (Conference Paper for the joint 
meeting of the European Real Estate Society 
and the American Real Estate and Urban 
Economics Association, Maastricht, The 
Netherlands, June 1998).
Inequities in Property Taxation (Conference 
Paper for the IAAO conference, Orlando, 
Florida, September 1998)
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31 Stygos (Agia Fyla),
3117Limassol,
Cyprus.

Frances Plimmer,
School of the Built Environment,
University of Glamorgan,
Pontypridd,
Mid Glam.
CF371DL

30 September 1997

Dear Frances,

I confirm that you made a 10% contribution to our publication: Immovable Property Taxation 
and Rating in Cyprus: Facts and Problems which was published in the Journal of Property Tax 
Assessment & Administration. Vol. 2 No. 2 pp. 68-87 by the University of Ulster in 1997.

Yours sincerely,

Panayiotis Panayiotou



Ihr Zeichen:

Weatherall
Green & Smith

Untermainkai 30
60329 Frankfurt am Main

NT/AXS Telefon: (069) 273 00 00

Ms Frances Plimmer
Department of Property and Development Studies
University of Glamorgan
GB - Pontypridd CF37 1DL

Telefax: (069) 25 25 38 

24 June 1997

Dear Frances

Legal Update: The Rating Appeals System - Journal of Property Valuation and 
Investment, Volume 12, No 3 (1994).

As discussed on the telephone, I am perfectly happy for your contribution to the above 
article to represent 40 % . I consider it was a joint effort, particularly in light of the support 
I received during my final year dissertation (on the same topic), for which I remain very 
grateful.

I wish you well with your efforts to gain a PhD through publication, and don't hesitate to 
contact me if I can be of any further assistance.

My regards to all at the University. 

All the bel

Neil.
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