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Summary

For many years, debates on the change of the real estate tax system have been underway in
Poland. The proposed reform would consist in the change from the currently binding method
of calculating the amount of tax in relation to the real estate area to ad valorem taxation, in
other words its property value. Although the law in force in Poland describes the cadastral tax
definition and the methodology for its determination, there are no actions aimed at chang-
ing the tax system. A huge social reluctance resulting mainly from the belief that changes in
the field of land taxes will be associated with an increase in fees cause stagnation at govern-
ment level in making decision in this direction. However, the cadastral tax is not something
new in Poland. It appeared, in various shapes, at many stages in the history of the Polish State.
The subject of the work is the historical analysis of land cadastre and real estate taxation in
Poland. The aim of the article is to show the methodological complexity in property taxation,
with particular emphasis on the systems of calculating taxation in relation to the value of owned
goods appearing in the history of Polish taxes.
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1. Introduction

For many years, debates on the change of the real estate tax system have been underway
in Poland. Since the beginning of the political reforms, many political and economic
communities have indicated the need for a new policy for the property taxation system.
The proposed reform would move from the currently binding method of calculating the
amount of tax in relation to the real estate area to ad valorem taxation, in other words
its value. The most important reason for introducing changes is equality and justice of
taxation, which in the current system is not respected [Kopyciniska 2016]. In addition,
cadastral tax would make it possible to improve the system of financing local govern-
ment units, as it could provide a stable and efficient source of financing their income
[Ciak and Wasewicz 2014]. However, any mention of reviewing the system meets great
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social reluctance, as taxpayers are afraid of an increase in the taxation of their property,
which they think may happen These fears in the case of real estate tax reform are so
strong that the majority of the population, not even knowing what a cadastre and real
estate tax is, is against its introduction in Poland [Etel 2004]. However, the cadastral tax
is not something new in Poland. It appeared, in various shapes, at many stages in the
history of the Polish State.

The subject of the paper is the historical analysis of land cadastre and real estate
taxation in Poland. The aim of the article is to show the complexity of changes in the
method of property taxation, with particular emphasis on the systems of calculating
taxation in relation to the value of owned goods appearing in the history of Polish taxes.

2. Classification of real estate taxation system

The property tax is one of the oldest levies paid to the state. However, despite its univer-
sality and application practically all over the world, significant discrepancies can be
distinguished between countries, both in terms of the amount of taxation and the
method of its calculation. It is not covered by any top-down norms or standards, nor,
unlike other taxes, by the harmonizing directives of the European Union.

Currently, in global terms, we can distinguish two basic models of real estate taxa-
tion system:

o real estate taxation systems based on the area, constituting the area of land and us-
able or total area of buildings and premises,

o ad valorem or value based real estate taxation systems, also known as cadastral sys-
tems or commonly referred as cadastral tax.

Poland is one of the few European countries where the surface property taxation
system has been maintained. A similar method of calculating the amount of tax can be
observed only in the Czech Republic and Slovakia.

However, although the system of property taxation based on its value is much more
common solution, both in Europe and in the world, due to the lack of pre-defined
rules in this area, many differences between countries can be noted . These discrepan-
cies relate in particular to the tax base, rates, exemptions and discounts, as well as the
methodology for determining the value of the property. Also, the concept of value itself
can be interpreted differently in different countries. The most common solution are
systems in which the tax base can be the market value of the property defined as the
estimated price of the property. It is the most often determined according to the selling
prices of similar properties (in most European Union countries). Another solution is
to adopt a rental value based on rental prices (in the Great Britain, France and their
former colonies). We can also find countries, where the tax base is the mortgage value
(in Portugal) [Cymerman and Zapotoczna 2016]. Moreover, the market value may not
only be linked to the sale price, but also to the income from the property (in Belgium)
or its objective value (in Greece). In some countries this tax is closely related to other
levies and it is impossible to determine its unit rate (in Italy).
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3. Historical overview of real estate taxation in Poland

The shape of the taxation system currently in force in Poland is significantly influenced
by its genesis and the transformation it has undergon in the last decades. It was created
on the basis of a constant adaptation of the law to political and economic conditions.
As you can read in the literature, it is a typical historical system, shaped gradually as
a result of continuous changes in the structure of taxes that constitute it. Its construc-
tion was not based on the assumptions made in advance, but on the ongoing adaptation
of individual taxes to the existing socio-economic situation [Ciak 2015].

The beginnings of the cadastre and real estate taxation in the form of various trib-
utes date back to antiquity. The word cadastre derives from the Latin “capitastrium’,
which means a poll tax register, levied since the times of Emperor Augustus. In the
literature, we can read that from the times when man began to lead a sedentary lifestyle
and took up farming on his lands or on lands given to him for use by the rulers, protec-
tion of property boundaries and tribute in the form of lists and descriptions began to
play an important role [Fedorowski 1974].

In Poland, the origins of taxes date back to the 10th century. During the patrimo-
nial monarchy, natural tributes and various personal benefits were the basis for the
maintenance of the state, and to a much greater extent than in other Western European
countries. State income was based on the so-called princely law, according to which the
population owed certain natural goods to the court or the army. The amount of fees
depended on the number of carts used on the farm. Over time, natural tributes turned
into cash and personal benefits. The so-called naroki, that is, the obligation to work for
his master for several days a year [Fedorowski 1974].

The genesis of the permanent real estate tax goes back to the reign of Casimir the
Great. Two permanent types of tribute were then introduced. The first of these were
tributes from peasant farms commonly known as poradlne. They were paid depending
on the area of arable land. Originally, it was 12 penny to a fief (1 fief = 30 morg ~ 16.8
hectare), however, by virtue of the Kosice privilege, it was reduced to 2 penny per fief
(for example, the price of an ox was 48-73 penny, and a pair of boots was 2 penny
[Jezierski and Wyszyniski 2006]). The second benefit was szosowe paid by townspeople
for owning a property in the city [Szostak 2012]. Despite the applicable Magdeburg
law, pursuant to which the obligatory rent was to be paid in cash, additional payments
in kind were also established on peasants. Compulsory labor was also still imposed on
peasant, amounting to four days in a year to a fief.

Further changes in taxation were influenced by the formation of a new privileged
social class — the nobility - out of knighthood. By buying out village councils, as well as
eliminating the peasants settled on the Magdeburg Law, the nobility established farms.
They did not only rob the peasants of the land that was legally granted to them and docu-
mented with settlement agreements, but also imposed serfdom on them, i.e. forced labor
in the fields of the lords, to a much greater extent than before, i.e. three days a week.

Rent farms were maintained only in royal and church estates. This system was in
force until 1629, when a new type of tribute was introduced, known as the podymne.
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Thanks to it, levies collected in kind were converted into monetary payments. This tax
was fixed and was collected depending on the number of houses in a given area of land.
However, it depended not only on the number of buildings on the ground, but also on
the area of the land. Unlike the two above-mentioned taxes, not only the peasants and
townspeople, but also the nobility were obliged to pay them [Maczak 1981].

In connection with the First Partition of Poland, which significantly damaged the
budget of our state, it was decided to implement further tax reforms. Podymne began
to be charged from all goods, and houses with a chimney became the tax unit. The
amount of the tax varied depending on the location and type of building. In cities, the
average rate was 16 PLN per chimney, while in villages it was at the level of 5-7 PLN
(for example, the price of an ox was 52 PLN, and a pair of boots was 1 PLN [Jezierski
and Wyszynski 2006]). All public buildings such as schools, hospitals, presbyteries,
blacksmiths and brickyards were exempt from the podymne. However, this situation
did not last long. Further partitions of Poland resulted not only in the disintegration
of the country (Fig. 1), but also had an impact on the uniformity of the tax system.
Depending on the partition, significant differences could be noticed in the manner and
size of the collection of benefits [Gloger 1903].

RUSSIAN EMPIRE

Source: Encyclopedia Britannica

Fig. 1. The three partitions of Poland
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In the Austrian Partition covering the southern part of Poland, work began on the
preparation of the land tax cadastre as early as 1777. Austria was already after four tax
lists covering both peasants, court, royal and church lands. The entire tax reform began
in Austria in 1654, when a full inventory of the land used by peasants was carried out.
In the next stages, other social groups were charged with taxes.

In Poland, tax reforms came into force under the emperor’s patent from 1785, and
a completely new system based on the land cadastre survey entered into force four
years later. Since then, all natural obligations have been replaced by monetary rent. The
first geodetic instruction issued in 1786 influenced further changes to the tax system.
Since then, the plot of land has become a new unit, both of tax and area. Originally,
only fertile land was measured. On the other hand, the amount of taxation depended
on the degree of soil fertility. At that time, for each commune, tax books and tax tables
were created, and for each user tax sheets [Fedorowski 1974].

The new tax system, however, caused social reluctance, as the actual measured areas
were much higher than those provided so far by the owners, which translated into
an increase in taxation. Therefore, it was decided to reform the system and develop
a unified tax system. On December 23, 1817, the first land tax patent of Emperor
Francis I came into force. It was the basis for the performance of cadastral measure-
ments and the preparation of cadastral maps. They were important because it was on
their basis that the amount of land tax was calculated.

In the Prussian cadastre, until the 18" century, the land tax applied only to serf
peasants who used court land. Following the example of Austrian law, in 1785 a royal
patent was issued to regulate and unify the land tax, which already applied to all types
of land. In 1810 this patent was updated to standardize taxes. Since then, land tax was
based on geodetic measurements and land classification. Similarly to the Austrian
Partition, it aroused opposition, which ceased only after the enfranchisement of the
peasants. Thus, all other natural benefits were abolished. It was another step towards
establishing the land tax cadastre in the Prussian partition. Also in this partition, its
size depended on the area and the quality of the land owned. The act of May 21, 1861,
on the revision of the land tax was aimed at accelerating the creation of the tax cadastre.
It imposed the obligation to establish a cadastre by January 1, 1865. The act contained
both measurement instructions and the regulation of calculating income from land. Its
results were land tax maps made in the scales 1: 5000 and 1: 2500. The land tax averaged
9.6% of the pure cadastral income and depended in particular on the quality of the soil.
The turning point was also the adoption of the Act on Measures of August 17, 1868,
which introduced the metric system throughout the partitioned Poland. From then on,
the “meter” became the primary standard. Therefore, the updating of measurements
started in 1872 was conducted in the new metric system. In the Austrian Partition, the
process of changing the units of measurement took place only in 1871 [Baranski and
Warsza 2012].

Additionally, in the Prussian Partition, a building tax was in force from 1865. It
depended on the annual value in use of residential, utility and industrial premises and,
depending on the group, it ranged from 2% to 4% of the net income value. In 1893, state

Geomatics, Landmanagement and Landscape No. 3 « 2020



48 J. Reczyriska

taxes were abolished in the Prussian Partition, and the land tax was transferred to the
community.

In the Russian Partition, the creation of the cadastre began with the process of enfran-
chising peasants. The land tax in these areas was determined on the basis of the Act on
direct taxes of 1899. However, it was not related to geodetic measurements, as was the
case in the other partitions, and the areas taken for calculations were indicative. The basic
tax unit there was land owned by one person, located in one district [Mika 2010].

During the partitions, the territories of the area, also in terms of tax, were the prop-
erty of the Zamoyska Ordinance. They were partially in the Austrian Partition, and
partially in Galicia. Therefore, the cadastre established in these areas was entirely based
on the rules of the Austrian cadastre. After the enfranchisement of the peasants, it was
called the “Zamoyski cadastre” It was based on a geodetic survey enriched with the
classification carried out for individual administrative units of the Ordinance and the
prepared measurement and classification registers. After the completion of measure-
ment works in 1906, it was constantly updated, therefore it is used to examine the legal
status of real estate, even in present times. The land tax itself in the land of ordinance
was regulated by the Act of June 1, 1872, on direct taxes. It distinguished two tax groups:
the manor house and the peasants and inhabitants of the settlements. Originally, before
cadastral measurements, the tax base was the obtainable income from land and goods,
depending on the cultivation possible in a given area.

After regaining independence, Poland faced a considerable task of unifying the
law in all partitions. This task also concerned tax issues. It was important because it
built political, social and economic unity, and did not deepen the differences that arose
during the Partitions. In addition, the authorities needed income to rebuild the state
and make necessary investments. However, this task consisted not only in the unifica-
tion of the tax system, but also in the alignment of the accuracy of real estate measure-
ments, constituting the basis for its calculation.

Originally, the same rates of land tax were introduced throughout the country, but
all existing laws and technical instructions were maintained in force. Therefore, in
order to gradually equalize the tax systems, the building tax, until then in force in the
Prussian Partition, was repealed.

The first step aimed at building a uniform land cadastre in Poland was the act on
land classification for land tax issued on March 26, 1935.

A turning point for the tax system in the interwar period was the introduction of
the Decree of the President of the Republic of Poland of January 14, 1936 on property
tax. Under the Decree [Decree 1936] the amount of the benefit depended on whether
the real estate was located in an urban or rural area. In the case of rural communes, tax
was imposed on buildings with their associated buildings, squares, yards and buildings
permanently used in whole or in the majority of cases on the basis of a rental or lease
agreement. In municipalities, the tax applied to land, buildings and structures with the
exception of land used as farmland, meadows, pastures, gardens and orchards, as well
as the land beneath the waters and forests of an area not exceeding 5000 m?* Excluded
from the tax obligation were real estate owned by the State Treasury, self-governmental
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and intercommunal associations, religious communes and scientific, educational and
charitable institutions, real estate for hospitals and agricultural distilleries, land for roads,
public squares and tracks, real estate in bad technical condition, unused and uninhabited
and buildings with associated buildings, squares and yards, for which the tax amount
did not exceed 100 PLN per year. Pursuant to the Decree [Decree 1936], the tax base
was the actual or obtainable (in the case of unleased real estate) rent or lease due for
the year preceding the tax year. Its size could not exceed 10% of the rent. Thus, it can be
concluded that the tax base was the income obtainable from the property. In a situation
where it was impossible to determine the amount of the most probable rent, its value was
determined for built-up land at the level of 5% of the circulating value of buildings, and
for undeveloped land - 3% of their circulating value. This value was determined on the
basis of comparison with similar properties. In the case of premises, the tax ranged from
8% to 12% of the assessment base, depending on the number of chambers it comprised
[Modloch 2009]. Some parallels with the cadastral tax can be seen in this system.

After World War II, the then authorities only initially used the pre-war ordinance.
Considerable Soviet influence also made a mark in the legal and hence tax sphere. This
resulted in the repeal of the tax ordinance of 1936, and in 1950 the Seym was withdrawn
from the right to regulate taxes. The first post-war legal act concerning the tax system
was the Act of June 28, 1950 on the land tax. It concerned only farmland and the basis
for their taxation was the total benefits of a farm expressed in PLN [Act 1950]. Another
act was the Decree of May 20, 1955 on land taxes and area fees, under which for the
first time in the post-war history of our country the area expressed in square meters
appeared as the basis for taxing land real estate. Moreover, it imposed an obligation to
tax not only land, but also building real estate. In the case of buildings, the tax base was
the rental value, circulation value, depreciation or balance sheet value [Decree 1955].

Another change in tax regulations took place with the act of December 19, 1975,
on certain taxes and area fees. The legislator enumerated buildings or their parts and
land not included in a farm as taxable items. The law [Act 1975] once again changed
the basis for calculating the tax and from that moment the area was the basis not only
for land, but also for unrented or unleased buildings, used for personal needs. The
exception was leased land, for which the due rent was still in force, but it could not be
lower than the calculated tax on land. In the case of rented or leased buildings, it was
still the amount of rent, and in the case of buildings intended for commercial purposes,
owned or used by economic units - the full value of the building being the basis for
depreciation. Changes also occurred in the case of premises. The tax base applicable to
date, which was the value of the premises on its surface, was changed.

The 1980s brought more changes, such as introduction of two more acts regulating
property tax issues. They allowed for the separation of taxation of socialized economy
units from other forms of taxation. The first of the legal acts was the Act of February 26,
1982 on the taxation of socialized economy units [Act 1982]. It included not only land
and residential buildings, but also all types of buildings. Land intended for agricultural
purposes was still exempt from tax. In the case of land, the legislator did not change the
tax base, while in the case of both buildings and structures, under the Act, it was the value
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that was the basis for depreciation, even if it was fully depreciated. In the case of buildings
partially used for commercial purposes, an appropriate part of the value proportional
to the occupied area was taken into account. The second legal act was the Act of March
14, 1985 on local taxes and fees [Act 1985]. According to it, the tax obligation was also
imposed on natural and legal persons who were not units of the socialized economy. The
subject of taxation were all buildings or their parts, with the exception of multi-apart-
ment premises acquired by the State Treasury and land not covered by the provisions on
agricultural tax, as well as parts of such land on which agricultural production activity
is exempt from tax obligation. The Act also introduced an obligation to tax construction
object not permanently attached to the land. On the other hand, the legislator resigned
from the rental value as the tax base, replacing it in the case of buildings to statutory
insurance with the building value determined for the purposes of this insurance, and
for the remaining buildings and land with the usable area and land area, respectively.
Moreover, the act ignored the obligation to tax the premises.

At the end of the 1980s, it was decided to merge both of these laws into one. It
happened pursuant to the Act of December 28, 1989 amending certain acts regulating
the principles of taxation [Act 1989]. However, this provision was in force for a very short
time and was replaced by the currently applicable Act on local taxes and fees [Act 1991].

4. The current real estate taxation system in Poland

The current structure of the real estate taxation system has been in force since 1991
[Act 1991] and consists of three taxes: real estate, agricultural and forestry. Moreover,
the agricultural tax has been described in detail in November 15, 1984 on agricultural
tax [Act 1984], and forest tax in the Act of October 30, 2002 on forest tax [Act 2002].
These taxes complement each other with regard to the subject of taxation, and their
common denominator is the basis for determining the amount of the tax, which is
the area of the property. However, it is calculated differently depending on the type
of property. For agricultural lands, it is the conversion area, while for other lands, the
physical area. Also in the case of buildings and premises, the tax base is different, as it is
the usable area. This solution complicates the taxation process to a large extent, without
having any representation in the real value of the property [Act 1991].

The amount of the property tax is determined by the commune council by way of
a resolution. The Act [Act 1991] regulates the maximum threshold of their amount
every year, as the rate in Polish zlotys per square meter. Only for structures, the amount
of taxation is 2% of their value, which is the basis for calculating depreciation in a given
year, less depreciation charges. In the resolution, the commune council may also differ-
entiate the size of the individual rates depending on the location, type of building,
purpose, method of use or type of business. These features may vary depending on the
type of property. This is a kind of reference to the features of the property having a close
correlation with their values. So if this provision were to be used, it could be considered
as a reference to the cadastral system. Moreover, it would increase the fairness of taxa-
tion as its size would be more varied and dependent on a larger number of attributes
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allowing for a certain classification of real estate. Unfortunately, only a few municipali-
ties take advantage of this possibility, and in a very simplified way.

As to the amount of agricultural tax, it is strictly defined by law [Act 1984] and so in
the case of farmland it amounts to a monetary equivalent of 2.5 quintals of rye from 1
conversion hectare, and 5 quintals of rye in the case of other lands. The value of the rye
quintale is calculated for the first three quarters of the year preceding the tax year. This is
nothing more than the income that can be obtained from real estate, unfortunately it does
not closely reflect the specific land use, soil quality and other factors influencing its value.

In the case of forest tax, the subject of taxation is forest land classified in the register
of land and buildings as forests, with the exception of forests used for economic activity
other than forestry. According to the Act [Act 2002], the tax base is the area of forest
resulting from the land and buildings register expressed in hectares. The tax amounts
is the monetary equivalent of + 0.220 m? of wood, calculated according to the average
selling price of wood, obtained by forest district for the first three quarters of the year
preceding the tax year. Here, too, an analogy to the ad valorem system can be found,
because the amount of taxation is closely related to the income that can be obtained
from a given land.

To sum up, all these three levies are complementary in terms of the subject of taxa-
tion, in such a way that land subject to agricultural and forest tax is not subject to real
estate tax. Their common features are the tax base, which is the area of land and in most
cases, entities with tax liability. However, real estate tax is the broadest tax spectrum as
it covers both land and buildings and structures, while the agricultural tax and forest
tax cover only land. Moreover, due to the greatest importance for the local budget, it
plays the main financial role in the Polish state.

The legislation is not limited to the definition of the currently binding method of
calculating real estate tax. Cadastral tax, i.e. tax charged on the value of the property,
was specified in the law more than twenty years ago. The first steps to change the taxa-
tion system was to define the cadastral value in the Act of August 21, 1997, on real
estate [Act 1997]. In addition, pursuant to this act, the Regulation of the Council of
Ministers of June 29, 2005, on the general taxation of real estate [Regulation 2005]
was issued. The regulation contains basic information related to the conduct of general
taxation in Poland, but it lacks at least two key data that raise the greatest concern both
among the public and the government. The first is the expected rate cadastral tax, while
the second source of financing for both the system itself, which should include a wide
range of information necessary to correctly determine the tax assessment, as well as
the costs associated with its annual maintenance and data update. Without such legal
regulations, no further action related to universal taxation can be undertaken.

5. Conclusion

Analyzing the changes that the real estate taxation system in Poland has undergone
over the centuries, we can certainly observe its historical character, related to constant
attempts to adapt it to the current socio-economic situation. It is the oldest type of levy
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collected on Polish soil, and due to significant revenues it brings to the state budget, it
has been in force for over ten centuries.

When attempting to systematize the reforms that the real estate tax system was
undergoing in Poland, we can distinguish several significant stages. Originally, it
consisted of various types of natural tributes, calculated in relation to the area of the
cultivated land. However, they were gradually replaced by monetary fees. The second
significant stage worth mentioning came with the Partitions of Poland. In most parti-
tions, not only measurement work was started to create a complete land tax cadastre,
but also land classification work. They were supposed to positively impact the tax base,
which was differentiated in relation to the degree of soil fertility, thus reflecting the
possible income from their cultivation. In addition, under Prussian rule since 1865,
a building tax was introduced, calculated in relation to the value of net income of
usable space. Only in the Russian Partition did the old form of taxation in relation to
the area of land remain. The interwar period brought about the unification of the tax
system in Poland, as well as another change in the tax base. From 1936 [Decree 1936]
it constituted the actual or obtainable rent or lease. If it was impossible to determine
the amount of the most probable rent, its value was determined on the basis of the
circulating value of buildings, premises or undeveloped land, determined on the basis
of comparison with similar properties. After the war, only the land of farms was subject
to taxation, but the valuable basis for their calculation was retained. It was constituted
by the total land benefits expressed in PLN.

The area as a tax base did not come into force again until 1955 [Decree 1955].
However, it concerned only land properties. The obligation to tax buildings was rein-
troduced, while retaining value as the basis for calculating the amount of the levy. The
years 1975-1991 brought several changes to the tax law introducing alternately either
the area or a valuable tax base for buildings and structures. Only the provisions of the
law [Act 1991], in force since 1991, have permanently introduced a surface property
taxation system, leaving an exception only for buildings.

Therefore, we can notice that for almost two centuries in Poland there were systems
based on the value of goods held as the basis for calculating the amount of tax. Although
the tax base was not always called value, taking into account the qualitative attributes
of land allowed for some kind of value classification. Therefore, we can consider the
current form of real estate taxation as one of the most simplified methods of calculating
the tax value in force in Poland. In its current form, it does not ensure a correct and
rational distribution of the tax burden.

Certainly, the real estate tax reform towards a value system is becoming an increas-
ingly important issue for Poland. Looking at the trends in the European Union coun-
tries, the transition to the ad valorem system is undoubtedly what awaits us in the
future. Considering the trends in the European Union countries, as well as the fact
that for centuries the taxation system based on the value of real estate was in force in
Poland, we can approach the possible future changes with greater confidence.
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